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1 An Act relating to the rental of motor vehicles for a period of

2
3

sixty days or less from a location in this state, and

providing c¢ivil and criminal penalties.

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTIQON. 516D.1 TITLE.
This chapter shall be known and may be cited as the "Iowa

Car Rental and Collision Damage Waiver Act".
Sec. 2. NEW SECTION. 51l6D.2 SCOPE.

This chapter appiies to advertising and business practices

relating to vehicle rental agreements entered into in this

state.
Sec. 3. NEW SECTION. 516D.3 DEFINITIONS.

As used in this chapter, unless the context requires

otherwise:

1. “Authorized driver" means any cf the foliowing:

a. A cus:tomer to whom a vehicie 1s rented.

b. A perscn expressiy listed by a rental company on a
rental agreement zs an authorized driver.

c. A customer's spouse, if the spouse is a licensed driver
and satisfies the rental company's minimum age reguirement,

d. A customer's employer <-r coworkxer, if the employer or
coworker is engaged in a businz.: activity with the customer
to whom the vehicle is rented, is a licensed driver, and
satisfies the rental company's minimum age réquirement.

2. "Coliision damage waiver" means a cconhract oy
contracctual provision, whether separate from or a part of a
rertal agreement, whereby t.z rental comparny agrees, for a
charge, to waive any and all claims agailnst an authorizec
driver for any camages to the rental vehicle, loss due o
theft of the rental vehicle, or damages resulting from the
loss of use of the rental wvehicle.

3. "Customer™ ireans a person entaring ints a rental
agreement and obtaiping the use of a rental vehicl
rental company urder the terms of the rental agre

1. "Estimatecd time for repalr” means a good falth estimate
of the reasonapie number of hcars of labor, or fracticn of an
hour, needed to repalr a damaged venlcle or gamaged ven:icle

15 -

3. Tsrimated time for

™

eplacement” means the number of
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hours of labor, or fraction of an hour, needed to replace
damaged vehicle parts as set forth in collision damage
estimating guides generally used in the vehicle repair
business and commonly known as crash books.

6. "Mandatory charge" means any charge, fee differential,
or surcharge that all or a majority of customers must pay in
order to obtain or operate a rental vehicle except as follows:

a. Mandatory charge does not include an optional airport
imposed fee if the existence and amount of the fee are clearly
and conspicuously disclosed immediately adjacent tc any
advertised rental price. The advertisement must clearly and
consplicuously state the method cf avoliding the airport access
fee and the customer must be informed 2f the amcunrt of the fee
when the reservation is made. Wwhen an aavertisement
encompasses more than one rental location, the fee may be
expressed as the maximum fee or range of fees.

2. Mandatory charge does not 1nclude taxes imposed
directly upon the rental transaction by an authorized taxing
authority. An airport imposed fee on gross receipts or an
alrport access fee 1s not such a tax.

c. Mandatcry charge does not include mileage fees as long
as the existence of any mileage iimitation and cost per mile
for excess mileage 1s clearly and conspicuocusly disclosed
immediately adjacent to the advertised price.

7. "Material rzastriction” means & restriction, limitation,
or other requirement which significantly affeczs the price of,
normal anticlpated use of, or a coasumer's financlal
responsibility for, a rental vehicle. Restrictions against
any or all of the following act.vities in cornection with the
acquisition or use of a rental vehicle are nct materia:
restrictions:

a. Obtaining a rental vehicle by use of false or
misleading informacion.

b. Operating & rental vehicle wh*i2 Intoxicated or under

rthe infiuence of any drug.
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c. Using a rental vehicle to transport persons ©r property

for hire,

ngage in a race, training

v

d. Using a rental vehicle %o
activity, contest, or use for an illegal purpose.

e. Using a rental vehicle to push or tow a wehicle or
other object.

f£. Operating a rental vehicle in an abusive or reckless
manner.

g. Operating a rentai: vehicle other than on regularly
maintained hard surface roadways, including private driveways
and parking lots. For purposes of -his chapter, "nard surface
roadways" lincliudes, but is nor limited tc, all recularly
maintained gravel-covered surfaces.

h., Operating a rental vehicle outside the continentas
United States unless spec:fically authorized by the renta
agreement.

8. "Placing a block" means any procedure oOr mechanrism
which reserves a specified amount of the customer’s otherwise
available credit on the custome:'s credit or charge card
account so that the amount is not available for future credlt
purchases.

9. "Rental agreement” means a wiitten contract containing

the terms znd conditions for the use of a renta. vehicie by a
customer f{or a term of sixty days or less.

10. TRental company" wrans a percson in the business of

(‘:

providing rental vehicles to cusiomecs.

1. "Rental vehicle” means a private passenger =type
ta

a
vehicle which, upon the executicn ¢f a re 1 agreement, Is

n
made available tc a customer for the customer's use Or other
autnorized driver's use.

Sec. 4. NZW SECTION. S16D.4 COLLISION ZAMAGL AND [0S8S.

L. A rent:i. Cformpany 3hal: not neld, or attzmpt vo nolid, an
authorized driver _lable f£27 paysical “amage toa vental
vehicle, loss due "0 trefs of a renral venlsie, »r damages
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rental company offers the customer a collision damage waiver
under the terms and conditions described in subsection 2 of
this section, or unless one or mcre of the following applies:

a. The damage or lcss 13 caused intenticnally by an
authorized driver or is a result of the authorized driver's
willful, abusive, reckless, or wanton misconduct.

b. The damage or loss arises out of the authorized
driver's operation of the rental vehicle while intoxicated cr
under the influence of a drug.

¢. The damage or loss is caused while the authorized
driver 1s engaged 1n a race, training activity, contest, or
use of the rental vehicle for an illegal purpose.

d. The rental agreement is based on false or misleading
information supplied by the customer or an authorized driver.,
e. The damage or loss 1s caused by operating the rental
vehicle other than on regularly maintained hard surface
roadways, including private driveways and parking lots.

f. The damage or loss arises out of the use of the rentai
vehicle to transport persons or property for hire or to pusn
or tow anything.

g. The damage or loss cccurs while the rental vehiclie is
operated by a driver other than an authorized driver.

h. The damage or loss arises cut of the use oI the rental
vehicle cutside the continental United States uniess such use
is specifically authorized by the rental agreement.

i. The damage or :10ss 1s at:vibutable tc treft which
occurs with the prior knowledge or knowing participation 0of an
authorized driver, or which Is attributable to the authorized
driver leaving the rental vehicle unattended with the Xeys in
the rental vehicle.

This secticn does not aiter the liabllity of a customer or
authcrized driver for bodily iniury or “he death of anc:iner
and for property damage other than to =he rental vehicle in
accordance with the rental agreement. Thils sa2ction does not

prohibit a rental cecmpanv from sccepting or negotiating master
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contracts with companies or government entities in advance cf
need whereby the companies or gocvernment entities gspecificaiiy
agree to assume liability in exchange for rate concessions.
This section does not prohibit a rental company from entering
into written agreemen:s with insurance companies toO provide
replacement vehicles to insurance compary customers whereby
the insurance ccmpany agrees to assume the risk of loss.

If the rental vehicle is not repaired, damages shall not
exceed the fair market value of the vehicle, as determined in
the customary market for that vehicle, less salvage or actual
saie value, plus additional iicense and tax fees incurred
because of the sale, glus administrative fees. 2 claim shall
not be made for loss of use if the rental vehicle is nct
repaired.

2. A rental company may of£fer a collisicn damage walver
under the following terms and conditions:

a. The rental companv agrees to waive any and all claims
against the customer for any damages to or loss of the rental
vehicle during the term of the rental agreemeni up o five
hundred deoilars for a cost not ic exceed three dollars per
day; up to three rthousand deollars for a cost not to exceed
five dollars zer day; and up zo the full value of the rental
vehicle for a cost not to exceed six dollars per cavy.

The cost of the collision damage waiver for the full value
of the vehicle may »e adfusted on an annual nasis by an amount
equal to the current alicwable charge for the ceclilision damage
waiver multiplied by the percent of increase in the consumer

1

price index for the preceding calendar year. The attorney

e
general shall publish by rule at leas: thirty days prior to

Januvary of eacrn year, ‘he maximum amounts which can be cha

r
o)

gec«
for a collision damage waiver.

. The rentai ccmpany must offer the custcomer =—he oprlon
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c. All restrictions, conditions, and exclusicns must be
printed in the rental agreement, or on & separate she=et or
document, in ten-point type, or larger; or written in per and
ink or typewritten in or on the face of the rental agreement
in a blank space provided for such restrictions, conditions,
and exclusions. The rental agreement may provide that the
collision damage waiver may be voided under the conditions set
forth in subsection 1, paragrapns "a" through "i".

d. The rental agreement, separate sheet, or document must
clearly and conspicuously state both the daily and estimated
total charge for the collisicn damage waiver.

e, The rental agreement, separate sheet, or dccument given
to the customer prior to entering into the rental agreement
must display in ten-point type, cr lLarger, the following
notice:

NOTICE: THIS CONTRACT QOrrcRS, FOR AN ADDITIONAL CHARGE, A
COLLISTION DAMAGE WAIVER TO COVER ALL OR PART OF YOUR
RESPONSIBILITY FOR DAMAGE TO THI RENTAL VEHICLE.

BEFORE DECIDING WHETHER 1O PURCEASE THE COLLISION DAMAGE
WAIVER, YOU MAY WISH TO DETERMINE WHETHER YOUR OWN AUTOMOBILE
INSURAKCE AFFORDS YQOU COVERAGE FOR DAMAGE TO THE RENTAL
VEHICLE AND THE AMCUNT OF THE DEDUCTIBLE UNDER YOUR OWN
INSURANCE COVERAGE., THE PURCHASE OF TEIS COULLISION DAMACGE
WAIVER IS NOT MANDATOKY AND MAY BE DECLINED.

The customer must separately acknowledge that the customer
received the above notice, that the customer desires to
purchase the collision damage waiver, and the terms of the
collision damage waiver tg which :the customer agrees.

f. Thne car rental company shall not pay ccmmissicns to a
rental counter agent or representative for seiling collicion
damage waivers and is prchibited frem consicdering volume of
sales of coiiilsior damage waivers in an employee evaluaticn or
determination of promotion.

dowever, notwithstanding whether a rental company cffers a

coilision damage waiver under the provisions of this
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subsection, the rental company shall not hold an authorized
driver liable for damage or loss due to theft except where
subsection 1, paragraph "i" appiies,

Sec. 5. NEW SECTION. 516D.5 RECOVERY FOR DAMAGCE OR LOSS.

A claim against an authorized driver resulting from damage
to a rental vehicle, loss due to theft of a rental vehicle, or
damages resulting from the loss of use of a rental vehicle,
must be reasonably and rationally related to the actual loss
incurred. A rental company shall mitigate damages where
possible and shall! not assert or c¢ollect any claim for
physical damage which exceeds the achtual cost of the repair,
inciuding all discouants or price reductions. Administrative
fees shall be limited to the reasorable administrative coszs
associated with processing the damage claim. A claim made for
loss of use shall not exceed the daily rental rate stated in
the custcomer's contract, excluding optional charges,
multiplied by the total ¢f the estimated time for replacement
and the estimated time fcr repair, divided by elgnt.

Sec. 6. NEW SECTION. 516D.6 DISCLOSURES.

1. All material restricticns on an advertised rate or on
the use of the rental vehicle mus:t be ciearly and
consplcuously disclcsed 1n anv price advertisement.

2. A rental ccmparv shalil only advertise, guote, and
charge a rental rate that inciudes all mandatcrv charges. A
rental company shall not impcse any mandatory charges in
addition to the advertised or guoted rental rate.

Sec. 7. NEW SECTIGN. 6516D.7 PROHIBITIONS.

Unfair or deceptive acts Or practices in the advertisement
or rental of vehicles are prohibited. Unfair or deceptive

acts or practices include, but are not limited ro, the

1. A representaticn connscted with the advertigsement or
o

W

a4 vehigie that the purchase ¢f a ccllision damage

walver 15 mandatory.

p—

2. Fallure ro provide discleosures a5 reguired by this

[0
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chapter.

3. Failure to disclose in a manner likely to be noticed
and comprehended in an advertisement, as defined in section
714.16, subsection 1, paragrapvh "a", the availabiiity of a
collision damage waiver, and the cost of the waiver.

4. Misrepresentation of a customer's need for a collisilon
damage waiver, perscnal accident insurance, cr personal
effects insurance.

5. Misrepresentation of the characteristics or
availability of a reserved rental vehlcle in order o0 rent a
customer a more expensive vehicle than the one reserved.

6. Failure to provide a vehicle in the class reserved, or,
if tne reserved vehicle is out of stock, failure to provide
another vehicle in the class reserved or a more expensive
vehicle. A replacement vehicle for an out of stock reserved
vehicle may be provided from the stock of the rental company
or from another rental company but, In any event, must be
provided at tne rate quoted for the vehicle reserved.

7. Failure to disclose the following material
restrictions, where applicable, in response to direct consumer
inquiries regarding the price of renting a vehicle, when tne
rental company discloses a vehicle rental rate, and at the
time the reservation 1s accepted:

a. Specific geographic restricticns and limitations, other
than travel outcside the continental United Stazes.

b. Advance reservation and paymrent requirements.

¢. The existence of penalties or higher rates that may
apply for early or late returns.

d. Cost cf an additional driver fee.

e. Credit or cash deposit requirements.

£. Extent of liability for damage c¢r lcss and price range
of collision damage walver.,

g. Mlleacge limitaticns and charges.

8. Placemen:z o[ a nlock againsct customer's credit Limi-~

a
or charge against a customer's credit card in zhe following

¢

_8_
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manner:
a. Placing a block or charge against a cusiomer's credit

limit without disclosing in the rental agreement in a clear

Sow o

and ccnspicuous manner the fact that a block or charge will be
placed against the customer's credit card, and the amcunt of
the block or charge. Such disclosure shall also be made
orally whenever possible.

b. Placing a block or charge agalnst a portion cr the

(Yo TN & T N o L B 2

entirety of the credit limit of the carc or otherwise placing
10 a biock ¢r charge against the card in excess of the estimated
il total daily or weekly charges, including taxes and charges of
12 opticnal services accepted by Zhe customer, stated in the

13 rental agreement multiplied by the number of days of the

14 estimated rental if rented on a daily basis or, if rented cn a

15 weekly basis, multiplied by the number of weeks cf the

16 estimated rental.

17 c. Placing a blcck or charge against a customer's cred:t .
18 card and then failirg to clear the unused amcunt 2f the blocx
13 or charge against the consumer’'s ¢redit card alter the

20 custcmer returns the rental vehiclie 1n the same amcunt of

21 time, subject to credit card company or charge card company

22 availability, as it took the rental company Lo place the dbiock
23 or charge against tne customer's card when the custcmer rented
24 the vehicle,

25 d. Placing or :threatening to piace a block or charge on a
26 customer's credit card when seeking to recover any porticn of

27 a claim arising cut cf damage £o, or .0ss of use of, the

1
4]
Q
{u
3
[\
Q
4]
o8}
19
~

28 rental vehicle, uniess, after the rental venhicie
29 lost, the rental company deternmines the exact amcunt of the
30 repair or replacement costs and the custemer authorizes the

31 charge.

32 2. Charging an amnount Lo a customer
33 damage o, or loss of uge cf, & rental vehicle afrer the .
34 custcermer has -

2 Fr nhe locatlon where rhe rental vehicle was

P
}5 returned, uniess the cusremer has authorized =ne specific
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charge., in a specific amount, to be charged to the customer's
credit card. This subsection does not apply to & block in the
amount of one dollar obtained for suthorized charge amocunts,

9. Assessment of additional driver fees for licensed
drivers who are spouses or business associates engaged in
business activities with the customer to whom the vehicle 1s
rented, otner than charges for a person who dces not satisfy
the rental company's minimum age requirement, if applicable.

Sec. 8. NEW SECTION. 516D.8 RULECS.

The attorney gereral shall prescribe forms and adopt rules

pursuant to chapter 17A as necessary Lo adminlster this
chapter.

Sec. 9. NEW SECTION. 516D.9 ENFORCEMENT.

A violation of this chapter or any rules adopted by the
attorney general pursuant to this chapter is a violztion of

secticn 714.16, subsectlon 2, paragraph "a The provisions
of section 714.16, including, but not limited to, provisions
relating to investigation, injunctive relief, and penalties,
apply to violations of this chapter.

Sec. 10. Chapter 516C is repealed.

EXPLANATION

This bill regulates persons in the business cf renting a
motor vehicle for a period of sixty days or less from a
location within this state. Chapter 516C, which requires
certain disclosures relating to the sale of collision damage
walvers as part of motor vehicle rental transactlons, 1S
repealed.

Section 1 establishes the title of new chapter 516D.

Section 2 defines the scope of the new chapter as applying
to advertising and business practices relating to vehicle
rentai agreements entered into in this state,

Section 3 defines the terms used in zhis chapter.

Secticen 4 establishes resitrictions relating to the saie of
a collision damage waiver. A rental ccmpany shall nct heid,

cr atcempt to hoid an autherized driver liable for any damages

-10-
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to a rental vehicle except under certain circumstances
primarily involving damage resulting from a breach of the
rental agreement or except where a collisicn damage waiver 1is
offered in accordance with the provisicns of this chapter.

The section also provides that a rental company may offer
three collision damage waiver options including waivers in the
amounts of $500, $3,000, and the full value of the wvehicle.
The cost of each is capped at $3, $5, and $6 respectively.

The terms of the collision damage waiver must be expliained :in
the rental agreement, and all restrictions must be set forth
in ten-point type. The custcmer must separately acknowledge
the desire to purchase the collisicn damage waiver. A
customer must also be provided a disclosure statement which
advices the customer that the collision damage waiver is
optional and that the customer should check to see 1£ coverage
is provided under the customer's persconal autcomcbile
insurance. If the rental companry does not cffer tne three
collision damage waiver options to the custcomer, It may ot
shift liability for damage to the customer.

Sections 5 and 6 require the rental company ta disclose alil
material resivictions on an advertised rate or on tine use of
the rental vehicle.

Section 7 pronibits unfal: or deceptive aciy ¢r pracuices
in the advertisement or rental cf venicles, and lists a number
of items deemed to be unfair or deceptive acts or practices.

Sectlon B authorizes the attornev general to adopt rules -o
enforce the provisions of chapter 516D.

Section 9 relates to the enfcrcement of chapter 516D,

Section 10 repeals chapter 516C.

Lsg 12538V 74
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SENATE FILE 491

Amend Senate File 491 as Eolilcows:

1. Page i, line 24, by striking the words
and ail",
2. Page i, line 25, by sctriking the word "any"

any

of,".
3. Page 5, line S, by striking the wcrd
"wriltten".

1

Z

3

4

S and inserting the following: "all, or any portion
6

7

8

]

4. Page 5, Iines 24 and 25, bv striking tne words
B 10 "for the full wvalve of the ven:icle"
: 5. Page 5, by striking lines 28 through 21 and
12 ingerting the Zollowing: “price index for the
<3 preceding calendar year. A rental company may exceed
14 the permissible ccst in this section prcvided that the
1S rental company has placed on file with the attorney
»5 general the reascns for exceeding such cost and the
7 attorney general deems the cost as esitiablished by the

[
ental company to be reasconable and necessary.
ILLIAM D. PALMER JIM LIND

L 5. HUSAK JACK NYSTROM

S-3344 FILED APRIL 8, 1991
DIVISION A-ADOPTED, DIVISION B-LOST (. /& 1i7)

SENATE FILE 491
5-3348
1 Amend Senate File 431 as fcllows:
: 2 l. Page 5, by striking lines 17 tnrougn 35.
. 3 2. By renumbering as necessary.
By HARRY SLIFE
DONALD V. DOYLE

S-3348 FI
ADOPTED (j./
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providing civil and criminal penalties.
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Section 1. NEW SECTION. 516D.1 TITLE.

This chapter shall be known and may be cited as the "Iowa
Car Rental and Collision Damage Waiver Act”.

Sec. 2. NEW SECTION. 6516D.2 SCOPE.

This chapter applies to advertising and business practices

relating to vehicle rental agreements entered into in this
state.

Sec. 3. NEW SECTION., 516D.32 DEFINITICNS.

As used in this chapter, unless the context requires

otherwise:

1. "Authorized driver" means any of the following:

a. A customer to whom a vehicle is rented.

E. A person expressiy listed by a rental company on a
rental agreement as an authcrized driver.

¢c. A customer's spouse, if the spouse s a licensed driver
and satisfies the rental company's minimum age requirement.

d. A customer's employer or coworker, if the employer or
coworker is engaged in a business activity with the cuscomer
to whom the vehicle is rented, is a licensed driver, and
satisfies the rental company's minimum age reguirement.

2. "Collision damage walver" means a contract or
contractual provision, whether separate from or a part of a
rental agreement, whereby the rental company agrees, for a
charge, to waive claims against an authorized driver for &ail,

or_any portion of, damages to the rental vehicle, loss due to

theft of the rental vehicle, or damages resulting frem the
loss of use of the rental vehicle.

3. "Customer" means a perscn entering into a rental
agreement and obtaining the use of a rental vehicle from a
rental ccmpany under the terms of the rental agreemen:.

4, "Estimated time £or repair" means a good faizh estimate
of the reasonable number of hours of IZabor, or fraction cf an
hour, needed to repair a cdamaged vehicle or damaged vehicle

n

means tke number of
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hours of labor, or fraction of an hour, needed to replace
damaged vehicle parts as set forth in collision damage
estimating guides generally used in the vehicie repair
business and commonly known as crash books.

6. "Mandatory charge" means any charge, fee differential,
or surcharge that all or a majority of customers must pay in
order to obtain or operate a rental vehicle except as follows:

a. Mandatory charge does not inclucde an optional airpoert
imposed fee 1if the existence and amount o the fee are clearly
and conspicuously disclosed mmediately acdiacent to any
advertised rental price. The advertisement must clearly and
consplcuously state the method of avoiding the airport access
fee and the customer must be informed of the amount of tre fee
when the reservation is made. When an advertisement
encompasses more than one rental location, the fee may pe
expressed as the maximum fee or range of fees.

b. Mandatory charge does noz include taxes imposed
directly upon the rental transaction by an authorized taxing
authority. An airport imposed fee con gross receipts or an
airpcrt access fee is not such a tax.

¢. Mandatory charge does not include mileage fees as long
as the existence of any mileage iimitaticon and cost per mile
for excess mileage is clearly and conspicuously disclosed
inmediately adjacent to the advertisec price.

7. "Material restriction" means a restrictilon, limitation,
or other requirement which significantly affects the price oI,
normal anticipated use of, or a consumer's financila:l
responsipility for, a rental vehicle., Restrictions against
any or all of the following activities in connection with thre
acquisition or use of a rentai vehicle are not material
restrictons:

a. Obtaining a rental vehicle by use of faise or
misleading information.

b. Operating a rental vehicle while intoxicated or uncer

the influence of any drug.
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c. Using a rental vehicle transport personé or prcperty
for hire,

d. Using a rental vehicle to engage in a race, training
activity, contest, or use for an illegal purpose.

e. Using a rental vehicle to push or tow a vehicle or
other object.

f. Operating a rental vehicle in an abusive or reckless
manner.

g. Operating a rental vehicle other than con regularly
maintained hard surface rcadways, including private driveways
and parking lots. For purposes of this chapter, "hard surface
roadways” includes, but is not limited to, all reqularly
maintained gravel-covered surfaces.

h. Operating a rental vehicle outside the continental
United States unless specifically authorized by the rental
agreement.

8. "Placing a block" means any procedure or mechanism
which reserves a specified amount of the custcmer's otherwise
available credit cn the customer's credit or charge zard
account so that the amount is not available for future credit
purchases.

9. "Rental agreement"” means a2 written contract containing
the terms and conditions for the use of a rental vehicle by a
customer for a term of sixty days or less.

10. "Rental company" means a person in the business of
providing rental vehicles to customers.

11. "Rental vehicle" means a private passenger type
vehicle which, upon the execution of a rental agreement, is
made available to a customer for the customer's use or other
authorized driver's use.

Sec. 4. NEW SECTION. 516D.4 COLLISICN DAMAGE AND LGSS.

1. A rental company shall nct hold, or atzempt to hold, an

authorized driver liable for physical dacage to a rental
vehicie, loss due to thef: of a rental venicle, or damages

resuiting from the loss of use ¢f a rental venicle, uniess thne

-3-

.




S.F. ﬁt H.F.

rental company offers the customer a collision damage waliver
under the terms and conditions described in subsection 2 of
this section, or unless one or more of the following applies:

a. The damage or loss is caused intenticnally by an
authorized driver or is a result of the authorized driver's
willful, abusive, reckless, or wanton misconduct.

b. The damage or loss arises out of the authorized
driver's operation of the rental venicle while intoxicated or

under the influence of a drug.
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c. The damage or loss is caused whlle the authorized
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driver 1s engaged in a race, training activity, contesi, or

o
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use of the rental vehicle for an illegal purpose.

—
(93]

d. The rental agreement is based on false or misleading
information supplied by the customer or an authorized driver.

e. The damage or loss is caused by operating tne rental

i
s IE RN

vehicle other than on regularly maintained hard surface

-
-J

roadways, including orivate driveways and parking lots.
y g r Y p

[
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£. The damage or loss arises out of the use of the renta:

vehicle to transport persons or progerty for nire cr t£o push
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or tow anything.

[ %]
p—

g. The damage or loss occurs while the rental vehicle is

28 ]
(3% ]

operated by a driver other than an authorized driver.

33
(%)

h. The damage or loss arises out of the use of the rental
venicle outside the continental United States uniess such use
is specifically authorized by the rental agreement.

i. The damage or loss is attributable to theft which

[ S LS B S R
~ O

occurs with the prior xnowledge or knowing participation of an

%)
o

authorized driver, or which is attributable to the authorized

driver leaving zhe rental vehicle unattended with the keys in

(WO S
oW

the rentzl vehicle.

F

This section does not alter the liabilify of a customer or

W
[ B

authorized driver for bodily inijury or the death of another

and for property damage other than to the rental vehicle in

L
NS

acccrcance with the rental agreemen:. This section dces no:

L)
(9]

prohibit a rental company from accepting or negotiating mas:ter
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contracts with companies or government entities in advance of .

1
2 need whereby the companies or government entitlies specifically
J agree to assume liability in exchange for rate concessions.
4 This section does not prohibit a rental company from entering
¥5 into agreements with insurance companies to provide
6 replacement vehicles to insurance company customers whereby
7 the insurance company agrees to assume the risk of loss.
8 If the rental vehicle 1s not repaired, damages shall not
9 exceed the fair market value of the vehicle, as determined !
i0 the customary market for that vehicle, less salvage or actual
11 sale value, plus additional license and tax fees incurred
12 because of the sale, plus administrative fees. A claim shall
13 not be made for loss of use if the rental vehicle is not

14 repaired.

15 2. A rental company may offer a collision damage waiver
9 l6 under the following terms and conditions:
e 7
17 a. All restrictions, conditions, and exclusions must be .

18 printed in the rental agreement, or on a separate sheet or

19 document, in ten-point type, or larger: or written in pea and
20 ink or typewritten in or cn the face of the rental agreement
21 in a blank space provided for such restrictions, conditions,
22 and exclusions. The rental agreement may provide that the

23 collision damage waiver may be voided under the conditions set
24 forth in subsection 1, paragraphs "a" through "i“.

SLET25 b. The rental agreement, separate sheet, or document must
26 clearly and conspicuously state both the daily and estimated
27 total charge for the collision damage waiver.

28 c. The rental agreement, separate sheet, or document given

29 to the customer prior to entering into the rental agreement

30 must display in ten-point type, or larger, the following

31 notice:

32 NOTICE: THIS CONTRACT OFFERS, FOR AN ADDITIONAL CHARGE, A

33 COLLISION DAMAGZ WAIVER TO COVER ALL OR PART OF YOUR

34 RESPONSIBILITY FOR DAMAGE TO THE RENTAL VEHICLZ. .
35 BEFORE DECIDING WHETHER TO PURCEASE TEE COLLISION DAMAGZ
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WAIVER, YOU MAY WISH TO DETERMINE WHETHER YOUR OWN AUTOEOBILE
INSURANCE AFFORDS YOU COVERAGE FOR DAMAGE TO THE RENTAL
VEHICLE AND THE AMOUNT OF THE DEDUCTIBLE UNDER YOUR OWN
INSURANCE COVERAGE. THE PURCHASE OF THIS COLLISION DAMAGE
WAIVER IS NOT MANDATORY AND MAY BE DzCLINED.

The customer must separately acknowledge that the customer
received the above notice, that the customer desires to
purchase the collision damage waiver, and the terms of the
collision damage walver to which the customer agrees.

d. The car rental company shail not pay commissions to a
rental counter agent or representative for selling collision
cdamage walvers and 1s prohipbited from considering volume of
sales of collision damage waivers in an employee evaluation or
determination of promotion.

However, notwithstanding whether a rental company offers a
collision damage waiver under the provisions of this
subsection, the rental company shall not hold an authorized
driver liable for damage or loss due to theft except whare
subsection 1, paragraph " 7
Sec. 5. NEW SECTION. 516D.5 RECOVERY FOR DAMAGE OR LOSS.

A claim against an authorized driver resulting from damage

i" applies.

to a2 rental vehicle, loss due to theft of a rental vehicie, or
damages resulting from the loss of use of a rental vehicle,
must de reasonably and rationally related to the actual loss
incurred. A rental company shall mitigate damages where
possible and shall not assert or ccllect any claim for
physical damage which exceeds the actuai cost of the repair,
including all discounts or price reductions. Administrative
fees shall be limited to the reascrable adminlstrative costs
associated with processing the damage claim. A c¢laim made for
loss of use shaii not exceed the daily rental rate stated In
the customer's contract, excluding ¢ptional charges,
multiplied by the total of the estimated time for replacement
and the estimated time for repair, divided by eight.

Sec. 6. NEW SECTION. 516D.6 DISCLOSURES.
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1. All material restrictions on an advertised rate or on .
the use of the rental vehicle must be clearly and
conspicuously disclosed in any price advertisement.
2. A rental company shall only advertise, quote, and
charge a rental rate that includes all mandatory charges. A
rental company shall not impose any mandatory charges in
addition to the advertised or quoted rental rate.
Sec., 7. NEW SECTION. 516D.7 PROHIBITIONS,.
Unfair or deceptive acts or practices in the advertisement

or rental of vehicles are prohibited. Unfair or deceptive
acts or practices include, but are not limited to, the
following:

1. A representation connected with the advertisement or
rental of a vehicie that the purchase of a collision damage
waiver is mandatory.

2. Faiiure to provide disclosures as required by this

chapter. .
3. Failure zo disclose in a manner likely %o be noticed f
and comprehended in an advertisement, as defined in section
714.16, subsection 1, paragraph "a", the availability of &
coilision damage waiver, and the cost of the waiver.
4. Misrepresentation of a customer's need for a collision
damage waiver, personal accident insurance, or personal
effects lnsurance.
5. Misrepresentation of the characteristics or
avalilability of a reserved rental vehicle in order to rent a
customer a more expensive vehicle than the one reserved.
6. Failure to provide a vehiclie in the class reserved, cr,
if the reserved vehicle is out of stock, failure to provide
another vehicle in the class reserved Or a ncre expensive
vehicle. A replacement vehicle for an out of stock reserved
vehicle may be provided from the stock of the rental company
or frcm arnother rental company but, in any event, nust be
provided at the rate gucted fcr the vehicle reserved. .

7. Failure *o disclcse *the Zollowing material
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33
34
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restrictions, where appiicable, in response to direct consumer
inquiries regarding the price of renting a vehicle, when the
rental company discloses a vehicle rental rate, and at the
time the reservation is accepted:

a. Specific geographic restrictions and limitations, other
than travel outside the continental United States.

b. Advance reservation and payment requirements,

¢. The existence of penalties or higher rates that may
apply for early or late returns.

d. Cost of an additional driver fee.

e. Credit or cash deposit requirements.

f. Extent of liability for damage or loss and price range
of collision damage waiver.

g. Mileage limitations and charges.

8. Placement of a block acainst a customer's credit limit
or charge against a customer's credit card in the following
manner:

a. Placing a block or charge against a customer's credit
limit without disclosing in the rental agreement in a clear
and conspicuous manner the fact that a block or charge wiil Dpe
placed against the customer's credit card, and the amount of
the block or charge. Such disclosure shall also be made
orally whenever possible.

b, Placing a block or charge against a portion or the
entirety of the credit limit of the card or otherwise placing
& biock or charge against the card in excess of the estimated
total daily or weekly charges, lincluding taxes and cnarges of
optional services accepted by the customer, stated in the
rental agreement multiplied by the number of days of the
estimated rental if rented on a daiiy basis or, if rented on a
weekly basis, multiplied by the number of weeks of the
estimated rental.

c. Placing a block or charge against a customer's credit
card and then failing to ¢lear the unused amount of the block

or charge against the consumer's credit card after the

_.8_
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customer returns the rental vehicle in the same amount of
time, subject to credit card ccompany or charge card company
availability, as it took the rental company to place the blocx
or charge against the customer's card when the customer rented
the vehicle.

d. Placing or threatening to place a block or charge on a
customer's credit card when seeking to recover any portion of
a claim arising out of damage to, or loss of use of, the
rental vehicle, unless, after the rental vehicle is damaged or
lost, the rental company determines the exact amount of the
repair or replacement costs and the customer authorizes the
charge.

e. Charging an amount to a customer's credit card for
damage to, or loss of use of, a rental vehicle after the
customer has left the location where the rental vehicle was
returned, unless the customer has authorized the specif:ic¢
¢charge, in a specific amount, to be charged to the customer's
credit card. This subsection does not apply %o a block in the
amount of one dollar obtained for authorized charge amounts,

9. Assessment of additional driver fees for licensed
drivers who are spouses or business associates engaged in
business activities with the customer to whom the vehicle is
rented, other than charges for a person who does not satisfy
the rental company's minimum age reqguirement, if applicable.

Sec., 8. NEW SECTION. 516D.8 RULES,

The attorney general shall prescribe forms and adopt rules

pursuant to chapter 174 as necessary to administer this
chapter.

Sec. 9. NEW SECTION, 516D.9 ENFORCEMENT.

A viclation of this chapter or any rules adcpted by the

attorney general pursuant to this chapter is a vionlaticon of
section 714.16, subsection 2, paragraph "a". The provisions
of section 714.16, including, bu: not limited to, provisions
relating to investigaticn, injunctive relief, and penalties,
apply to violations of this chapter.

_.9_
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Sec., 10, Chapter 516C is repealed.
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SENATE FILE 491

H~-3659

Amend Senate File 491, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 5, by inserting after line 16, the
following:

"a. The rental company agrees to waive any and all
claims against the customer for any damages to or loss
of the rental vehicle during the term of the rental
agreement for an amount less than or equal to the full
value of the rental vehicle for a cost not to exceed
six dollars per day.

The allowable cost for the collision damage waiver
may be adjusted on an annual basis by an amount equal
to the current allowable cost for the collision damage
waiver multiplied by the percentage increase in the
consumer price index for the preceding calendar year.
The attorney general shall publish by rule at least
thirty days prior to January of each year, the maximum
amounts which can be charged for a collision damage
waiver."

2. Page 5, by inserting after line 25, the
following: “contain the terms of the collision damage
walver in simple and readable words with common
meanings and must”.

3. Renumber and reletter as necessary.
By HALVORSON of Webster

H~3659 FILED APRIL 16, 1991

dﬂ‘i.fz-.x’ 4//!?/?/ CJ» 3672




SENATE CLIP SHEET APRIL 25, 1991

BOUSE AMENDMENT TO
SENATE FILE 491

5-3581

1l
2
3
4
5
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Amend Senate File 491, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 5, by inserting after line 16, the
following:

"a. The rental company agrees to waive any and all
claims against the customer for any damages to or loss
of the rental vehicle during the term of the rental
agreement for an amount less than or equal to the full
value of the rental vehicle for a cost not to exceed
six dollars per day.

The allowable cost for the collision damage waiver
may be adjusted on an annual basis by an amount equal
to the current allowable cost for the collision damage
waiver multiplied by the percentage increase in the
consumer price index for the preceding calendar year.
The attorney general shall publish by rule at least
thirty days prior to January of each year, the maximum
amounts which can be charged for a collision damage
waiver."

2. Page 5, by inserting after line 25, the
following: "contain the terms of the collision damage
waiver in simple and readable words with common
meanings and must".

3. Renumber and reletter as necessary.

RECEIVED FROM THE HOUSE

S-3581 FILED APRIL 24, 1991
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Passed Senate, Date

Vote: Ayes Nays

Approved

T'T'-""""'-""-'--'----------------------------—----

L8 249
Corrsrrr a0

&L
SENATE/HOUSE FILE i%cfﬁ//
BY (PROPOSED ATTORNEY

GENERAL BILL)

Pate
Nays

Passed House,
Vote: Ayes

A BILL FOR

An Act relating to the rental of motor vehicles for a period of
sixty days or less from a location in this state, and
providing civil and criminal penalties.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

TLSB 1253DP 74
mj/mc/6
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Section 1. NEW SECTION. 516D.1 TITLE. .
This chapter shall be known and may be cited as the "Iowa
Car Rental and Collision Damage Waiver Act".
Sec. 2. NEW SECTION. 51éD.2 SCOPE.
This chapter applies to advertising and business practices
relating to vehicle rental agreements entered into in this

state,
Sec. 3. NEW SECTION. 516D.3 DEFINITIONS.
As used in this chapter, unless the context requires

otherwise:
1. "Authorized driver" means any of the following:
a. A custonmer to whom a vehicle is rented.
b. A person expressly listed by a rental company on a
rental agreement as an authorized driver.
c. A person who operates a rental vehicle with permission
of the customer during an emergency situation.
d. A customer's spouse, if the spouse is a licensed driver
and satisfies the rental company's minimum age requirement. .
e. A customer's employer or co-worker, if the employer or
co-worker is engaged in a business activity with the customer
to whom the vehicle is rented, is a licensed driver, and
satisfies the rental company's minimum age requirement.
2. "Collision damage waiver" means a contract or
contractual provision, whether separate from or a part of a
réﬁtal agreement, whereby the rental company agrees, for a
charge, to waive any and all claims against an authorized
driver for any damages to the rental vehicle, loss due to
theft of the rental vehicle, or damages resulting from the
loss of use of the rental vehicle, during the term of the
rental agreement.
3. "Customer" means a person entering into a rental
agreement and obtaining the use of a rental vehicle from a
rental company under the terms of the rental agreement.
4. "Estimated time for repair” means a good faith estimate .
of the reascnable number of hours of labor, or fraction of an '

-1-
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hour, needed to repair a damaged vehicle or damaged vehicle

parts.

5. "Estimated time for replacement" means the number of
hours of labor, or fraction of an hour, needed to replace
damaged vehicle parts as set forth in collision damage
estimating guides generally used in the vehicle repair
business and commonly known as crash books.

6. "Mandatory charge" means any charge, fee differential,
or surcharge that all or a majority of customers must pay in
order to obtain or operate a rental vehicle except as follows:

a. Mandatory charge does not include an optional airport
imposed fee if the existence and amount of the fee are clearly
and conspicucusly disclosed immediately adjacent to any
advertised rental price, The advertisement must clearly and
conspicuously state the method of avoiding the airport access
fee and the customer must be informed of the amount of the fee
when the reservation is made. When an advertisement
encompasses more than one rental location, the fee may be
expressed as the maximum fee or range of fees,

b. Mandatory charge does not include taxes imposed
directly upon the rental transaction by an authorized taxing
authority. An airport imposed fee on gross receipts or an
airport access fee is not such a tax.

¢. Mandatory charge does not include mileage fees as long
as the existence of any mileage limitation and cost per mile
for excess mileage is clearly and conspicuously disclosed
immediately adjacent to the advertised price.

7. "Material restriction" means a restriction, limitation,
or other requirement which significantly affects the price of,
normal anticipated use of, or a consumer's financial
responsibility for, a rental vehicle. Restrictions against
any or all of the following activities in connection with the
acquisition or use of a rental vehicle are not material
restrictions:

a. Obtaining a rental vehicle by use of false or

-2-
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misleading information.

b. Operating a rental vehicle while intoxicated or under
the influence of any drug.

c. Using a rental vehicle to transport persons or property
for hire.

d. Using a rental vehicle to engage in a race, training
activity, contest, or use for an illegal purpose.

e. Using a rental vehicle to push or tow a vehicle or
other object.

f, Operating a rental vehicle in an abusive or reckless
manner. ,

g. Operating a rental vehicle other than on regularly
maintained hard surface roadways, including private driveways
and parking lots.

h. Operating a rental vehicle outside the continental
United States unless specifically authorized by the rental
agreement.

8. "Placing a block" means any procedure or mechanism
which reserves a specified amount of the customer's otherwise
available credit on the customer's credit or charge card
account so that the amount is not available for future credit
purchases.

9. "“Rental agreement™ means a written contract containing
the terms and conditions for the use of a rental vehicle by a
customer for a term of sixty days or less.

10. “"Rental company"” means a person in the business of
providing rental vehicles to customers.

11. "Rental vehicle” means a private passenger type
vehicle which, upon the execution of a rental agreement, is
made available to a customer for the customer's use or other
authorized driver's use.

Sec. 4. NEW SECTION. 516D.4 COLLISION DAMAGE AND LOSS.

1. A rental company shall not hold, or attempt to hold, an
authcrized driver liable for physical damage to a rental
vehicle, loss due to theft of a rental vehicle, or damages

_3__
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resulting from the loss of use of a rental vehicle, unless the
rental company offers the customer a collision damage waiver
under the terms and conditions described in section 516D.S,
subsection 2, or unless one or more of the following applies:

a. The damage or loss is caused intentionally by an
authorized driver or is a result of the authorized driver's
willful, abusive, reckless, or wanton misconduct.

b. The damage or loss arises out of the authorized
driver's operation of the rental vehicle while intoxicated or
under the influence of a drug.

c. The damage or loss is caused while the authorized
driver is engaged in a race, training activity, contest, or
use of the rental vehicle for an illegal purpose.

d. The rental agreement is based on false or misleading
information supplied by the customer or an authorized driver.
e. The damage or loss is caused by operating the rental
vehicle other than on regularly maintained hard surface
roadways, including private driveways and parking lots.

f. The damage or loss arises out of the use of the rental
vehicle to transport persons or property for hire or to push
or tow anything.

g. The damage or loss occurs while the rental vehicle is
operated by a driver other than an authorized driver.

h. The damage or loss arises out of the use of the rental
vehicle outside the continental United States unless such use
is specifically authorized by the rental agreement.

i. The damage or loss is attributable to theft which
occurs with the prior knowledge or knowing participation of an
authorized driver, or which is attributable to the authorized
driver leaving the rental vehicle unattended with the keys in
the rental vehicle.

This section does not alter the liability of a customer or
authorized driver for bodily injury or the death of another
and for property damage other than to the rental vehicle in
accordance with the rental agreement. This section does not

-4~
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prohibit a rental company from accepting or negotiating master
contracts with companies or government entities in advance of
need whereby the companies or government entities specifically
agree to assume liability in exchange for rate concessions.
This section does not prohibit a rental company from entering
into written agreements with insurance companies to provide
replacement vehicles to insurance company customers whereby
the insurance company agrees to assume the risk of loss.

If the rental vehicle is not repaired, damages shall not
exceed the fair market value of the vehicle, as determined in
the customary market for that vehicle, less salvage or actual
sale value, plus additional license and tax fees incurred
because of the sale, plus administrative fees. A claim shall
not be made for loss of use if the rental vehicle is not

repaired.
2. A rental company may offer a collision damage waiver
under the following terms and conditions:

a. The rental company agrees to waive any and all claims
against the customer for any damages to or loss of the rental
vehicle during the term of the rental agreement up to five
hundred dollars for a cost not to exceed three dollars per
day: up to three thousand dollars for a cost not to exceed
five dollars per day; and up to the full value of the rental
vehicle for a cost not to exceed six dollars per day.

" The cost of the collision damage waiver for the full value
of the vehicle may be adjusted on an annual basis by an amount
equal to the current allowable charge for the collision damage
waiver multiplied by the percent of increase in the consumer
price index for the preceding calendar year. The attorney
general shall publish by rule prior to January of each year,
the maximum amounts which can be charged for a collision
damage waiver.

b. The rental company must offer the customer the option
of purchasing any of the three options and the rental
agreement must contain the terms of the collision damage

_5_
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waiver in simple and readable words with common meanings.
c. All restrictions, conditions, and exclusions must be

printed in the rental agreement, or on a separate sheet or
document, in ten-point type, or larger; or written in pen and
ink or typewritten in or on the face of the rental agreement
in a blank space provided for such restrictions, conditions,
and exclusions. The rental agreement may provide that the
collision damage waiver may be voided under the conditions set
forth in subsection 1, paragraphs "a" through "i".

d. The rental agreement, separate sheet, or document must
clearly and conspicuously state both the daily and estimated
total charge for the collision damage waiver.

e. The rental agreement, separate sheet, or document given
to the customer prior to entering into the rental agreement
must display in ten-point type, or larger, the following

notice:
NOTICE: THIS CONTRACT OFFERS, FOR AN ADDITIONAL CHARGE, A
COLLISION DAMAGE WAIVER TO COVER ALL OR PART OF YOUR

RESPONSIBILITY FOR DAMAGE TO THE RENTAL VEHICLE.

BEFORE DECIDING WHETHER TO PURCHASE THE COLLISION DAMAGE
WAIVER, YOU MAY WISH TO DETERMINE WEHETHER YOUR OWN AUTOMOBILE
INSURANCE AFFORDS YOU COVERAGE FOR DAMAGE TO THE RENTAL
VEHICLE AND THE AMOUNT OF THE DEDUCTIBLE UNDER YOUR OWN
INSURANCE COVERAGE. THE PURCHASE OF THIS COLLISION DAMAGE
WAIVER IS NOT MANDATORY AND MAY BE DECLINED.

The customer must separately acknowledge that the customer
received the above notice, that the customer desires to
purchase the collision damage waiver, and the terms of the
collision damage waiver to which the customer agrees.

f. The car rental company shall not pay commissions to a
rental counter agent or representative for selling collision
damage waivers and is prohibited from considering volume of
sales of collision damage waivers in an employee evaluation or
determination of promotion,

However, notwithstanding whether a rental company offers a

-6-
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collision damage waiver under the provisions of this
subsection, the rental company shall not hold an authorized
driver liable for damage or loss due to theft except where
subsection 1, paragraph "i" applies.

Sec. 5. NEW SECTION. 516D.5 RECOVERY FOR DAMAGE OR LOSS.

A claim against an authorized driver resulting from damage
to a rental vehicle, loss due to theft of a rental vehicle, or
damages resulting from the loss of use of a rental vehicle,
must be reasonably and rationally related to the actual loss
incurred. A rental company shall mitigate damages where
possible and shall not assert or collect any claim for
physical damage which exceeds the actual cost of the repair,

including all discounts or price reductions. Administrative
fees shall be limited to the reasonable administrative costs
associated with processing the damage claim. A claim made for
loss of use shall not exceed the daily rental rate stated in
the customer's contract, excluding optional charges,
multiplied by the total of the estimated time for replacement
and the estimated time for repair, divided by eight.

Sec. 6. NEW SECTION. 516D.6 DISCLOSURES.

1. All material restrictions on an advertised rate or on
the use of the rental vehicle must be clearly and

conspicuously disclosed in any price advertisement.

2. A rental company shall only advertise, gquote, and
charge a rental rate that includes all mandatory charges. A
rental company shall not impose any mandatory charges in
addition to the advertised or quoted rental rate.

Sec. 7. NEW SECTION. 516D.7 PROHIBITIONS.

Unfair or deceptive acts or practices in the advertisement
or rental of vehicles are prohibited. Unfair or deceptive

acts or practices include, but are not limited to, the
following:

1. A representation connected with the advertisement or
rental of a vehicle that the purchase of a collision damage

waiver is mandatory.
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2. Failure to provide disclosures as required by this
chapter.

3. Failure to disclose in a manner likely to be noticed
and comprehended in an advertisement, as defined in section
714.16, subsection 1, paragraph "a", the availability of a
collision damage waiver, and the cost of the waiver.

4. Misrepresentation of a customer's need for a collision
damage waiver, personal accident insurance, or personal

effects insurance.

5. Misrepresentation of the characteristics or
availability of a reserved rental vehicle in order to rent a
customer a more expensive vehicle than the one reserved.

6. Failure to provide a vehicle in the class reserved, or,
if the reserved vehicle is out of stock, failure to provide
another vehicle in the class reserved or a more expensive
vehicle. A replacement vehicle for an out of stock reserved
vehicle may be provided from the stock of the rental company
or from another rental company but, in any event, must be
provided at the rate quoted for the vehicle reserved.

7. Failure to disclose the following material
restrictions, where applicable, in response to direct consumer
inquiries regarding the price of renting a vehicle, when the
rental company discloses a vehicle rental rate, and at a
rental company's counter when the rental agreement is made:

" a., Specific geographic restrictions and limitations, other
than travel outside the continental United States.

b. Advance reservation and payment requirements.

c. The existence of penalties or higher rates that may
apply for early or late returns.

d. Cost of an additional driver fee.

e. Credit or cash deposit requirements,

£. Extent of liability for damage or loss.

g. Mileage limitations and charges.

8. Placement of a block against a customer's credit limit
or charge against a customer's credit card in the following

-8~
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manner:
a. Placing a block or charge against a customer's credit

limit without disclosing in the rental agreement in a clear
and conspicuous manner the fact that a block or charge will be
placed against the customer's credit card, and the amount of
the block or charge. Such disclosure shall also be made
orally whenever possible.

b. Placing a block or charge against a portion or the
entirety of the credit limit of the card or otherwise placing
a block or charge against the card in excess of the estimated
total daily or weekly charges, including taxes and charges of
optional services accepted by the customer, stated in the
rental agreement multiplied by the number of days of the
estimated rental if rented on a daily basis or, if rented on a
weekly basis, multiplied by the number of weeks of the
estimated rental.

c. Placing a block or charge against a customer's credit
card and then failing to clear the unused amount of the bleock
or charge against the consumer's credit card after the
customer returns the rental vehicle in the same amount of
time, subject to credit card company or charge card company
availability, as it took the rental company to place the block
or charge against the customer's card when the customer rented
the vehicle,

d. Placing or threatening to place a block or charge on a
customer's credit card when seeking to recover any portion of
a claim arising out of damage to, or loss of use of, the
rental vehicle, unless, after the rental vehicle is damaged or
lost, the rental company determines the exact amount of the
repair or replacement costs and the customer authorizes the
charge.

e. Charging an amount to a customer's credit card for
damage to, or loss of use of, a rental vehicle after the
customer has left the location where the rental vehicle was
returned, unless the customer has authorized the specific

-9-
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charge, in a specific amount, to be charged to the customer's

credit card. This subsection does not apply to a block in the

amount of one dollar obtained for authorized charge amounts.
9. Assessment of additional driver fees for licensed

drivers who are spouses or business associates engaged in
business activities with the customer to whom the vehicle is
rented, other than charges for a person who does not satisfy
the rental company's minimum age requirement, if applicable.
Sec. 8. NEW SECTION. 516D.8 RULES. -
The attorney general shall prescribe forms and adopt rules
pursuant to chapter 17A as necessary to administer this

chapter.

Sec. 9., NEW SECTION. S516D.9 ENFORCEMENT.

A violation of this chapter or any rules adopted by the
attorney general pursuant to this chapter is a violation of
section 714.16, subsection 2, paragraph "a". The provisions
of section 714.16, including, but not limited to, provisions
relating to investigation, injunctive relief, and penalties,

apply to violations of this chapter.

Sec. 10. Chapter 516C is repealed.

EXPLANATION

This bill regulates persons in the business of renting a
motor vehicle for a period of sixty days or less from a
location within this state. Chapter 516C, which requires
certain disclosures relating to the sale of collision damage
waivers as part of motor vehicle rental transactions, is
repealed.

Section 1 establishes the title of new chapter 516D.

Section 2 defines the scope of the new chapter as applying
to advertising and business practices relating to vehicle
rental agreements entered into in this state. |

Section 3 defines the terms used in this chapter.

Section 4 establishes restrictions relating to the sale of
a collision damage waiver. A rental company shall not held,
or attempt to hold an authorized driver liable for any damages

-10-
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to a rental vehicle except under certain circumstances
primarily involving damage resulting from a breach of the
rental agreement or except where a collision damage waiver is
offered in accordance with the provisions of this chapter.

The section also provides that a rental company may offer
three collision damage waiver options including waivers in the
amounts of $500, $3,000, and the full value of the vehicle.
The cost of each is capped at $3, $5, and $6 respectively.

The terms of the collision damage waiver must be explained in
the rental agreement, and all restrictions must be set forth
in ten-point type. The customer must separately acknowledge
the desire to purchase the collision damage waiver. A
customer must also be provided a disclosure statement which
advises the customer that the collision damage waiver is
optional and that the customer should check to see if coverage
is provided under the customer's personal automobile
insurance. If the rental company does not offer the three
collision damage waiver options to the customer, it may not
shift liability for damage to the customer.

Sections 5 and 6 reguire the rental company to disclose all
material restrictions on an advertised rate or on the use of
the rental vehicle.

Section 7 prohibits unfair or deceptive acts or practices
in the advertisement or rental of vehicles, and lists a number
of iltems deemed to be unfair or deceptive acts or practices.

Section 8 authorizes the attorney general to adopt rules to
enforce the provisions of chapter 516D.

Section 9 relates to the enforcement of chapter 516D.

Section 10 repeals chapter 516C.

BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY

The attorney general's office has been inveolved in the
investigation of car rental industry advertising and business
practices, at both the state and national levels, since March
1988. The legislation being proposed is intended to address

-11-
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the abuses identified in that investigation. Among others,
these abuses include:

1. The failure to include mandatory charges such as add-on
fuel charges, surcharges, and airport fees in the advertised
price;

2. The failure to clearly and conspicuously disclose
material restrictions at the point of reservation and at the
point of rental; and

3. The use of deceptive, unfair, and unconscionable
business practices in the sale of collision damage waivers.

In March 1989, the national association of attorneys
general adopted the final report and recommendations of the
task force on car rental industry advertising and practices.
The Iowa attorney general's office played a key role in the
formulation and adoption of this report. The proposed
legislation is consistent with the recommendations made in
assocliation's final report.

The attorney general's office has entered into a settlement
agreement with a significant number of Iowa car rental
agencies on the issue of failure to include mandatory
surcharges (in this case, ranging from $2.00 to 5.2% of the
rental price) in the advertised and quoted rental rate. The
agreements regulate, in addition to mandatory surcharges, the
sale of collision damage waivers, repair charges, advertising
and reservation disclosures, and rental practices. This
legislation would extend these requirements to the remainder
of the car rental industry. The car and truck renting and
leasing association of Iowa supports the proposed legislation,

LS8 1253DP 74
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AN ACT
RECATING TQ THE RENTAL OF MOTOR VEHICLES FOR A PERIOD OF
SIXTY DAYS OR LESS FROM A LOCATION IN THIS STATE, AND
PROVIDING CIVIL AND CRIMINAL PENALTIES.

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section L, 5t6D.) TITLE.

This chapter shall be %nown and may be cited as the "Iowa
Cat Rental and Colliszion Damage Waiver Act™.

Sec, 2. 516D.2 SCOPE.

This chapter applies to advertising and business praccices
relating to vehicle rental agreements encered into in this

state,
Sec. 3. HEW SECTIOM. S160.3 DEFINITIONS.
As used in this chapter, unless the context requires

otherwise:

1. "Authorized driver” means any of the followiag:

3. A custome: to whom a vehicle is rented.

b. A person expressly listed by a rental companv an a
cental agreerent as an authorized driver.

C. A customer's spouse, if the spouse is a licensed dciver
and satisfies the rental company's minimum age requiremant.

d. A custorer's employer or coworker, Lf the employer ot
cowcrker is engaged in a business activity with the customer
to whom the veh.cle is rented, is a licensed driver. and
satisfies the rental company's minimom age requirament,

2. "Collisior damage waiver™ means a contract or
contractual provision, whether separate from or a pari of a
rental aqreement, wheceby the rental company agrees, For 2
charge, to walve claims ajains: an authorized deiver for adl,

or any pori.on of, damages to the rental vebicle, li:is due Lo
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theft of the rental vehicle, or damages resulting from the
loss of use of the rental vehnicle,

3. "Customec" means a person entering into a rental
agreement and obtaining the use of a rental vehicle from a
rental company undar the terms of the rental agreement.

4. “Fstirated time for repair" means a good faith estimate
of the reasonable number of houcs of labor, or fraction of an
hour, needed to crepair a danaged vehicle or damaged vehicle
pacts.

S. "Estimated time for replacement” means the nunber of
hours of labor, or fraction of an hour, needed to replace
damaged vehicle pacts as set forth ia collision damage
estimating guides generally used in the vehicle repaic
business and commonly known 2% crash books.

6, '"Mandatory charge" means any chacge, fee differeatlal,
or surcharge that all or a rajority of customers must pay in
order to obtain or oparate a rental vehicle except as follows:

a. HMandatory charge does not include an optional airport
imposed fee if the existence and amount of the fee are clearly
and conspicuously disclosed immnediately adjacent to any
advertiged rental price. The advertisement must clearly and
conspicuously state the method of avoiding the airport access
fee and the customer must be informed of the amount of the fee
when the rescevation is made. #When an advertisement
encompasses moce than one rental location, the fee may be
expressed as the maxinmum fee or range of fecs.

0. Mandatocy chacge does not include taxes imposed
directly upon the rental transaction by an authorized taxing
authority. An airpert imposed fee on gross receipts or an
aLcport access [ee is not such a rtax.

€. Mandatory charge does not 1nclude mileage €ees as long
as the existence of any mileage Llimitation and cost per mile
for excess mileage 15 cleariys and congpicucusty disclosed
imnediately adjaceny 1o the advertised price,

7. "Material restriction” means a restriction, limitacion,

or otaer requicement wrnich s:gnificantly aftecis the price of,
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norma. wniicipated use of, o¢ a conav-er’s Einancial
respors:bility for, a rental vehicle. PRestrictions 29ainst
any or all of %he following activizies :a connection <ith the
acquisizion or use of a cental venicle are not material
restrictions:

a. Obtaining a rental vehicle by use of false or
misleading information.

b. Operating a ctental vehlcle white intoxicated or under
the influence of any drug.

¢. ‘Jsing a rental vehicle to transpoct persons Or propercty
for hire,

d. Using a rental vehicle to engage in a race, training
activizy, contest, or use for an illecal purpose.

e. Using a rental vehicle to push oc tow a vehicle or
other :-3ject.

f. Operating a rental vehicle in an abusive or ceckless
manner .

g. Operating a rental vehicle other than on regularly
maintai~ed hard surface coadways, including private driveways
and par<ing lots. For purposes of this chapter, "hacd sucface
toadwzys" includes, but is not limited o, all reqularly
maintained gravel-covered surfaces.

h. Npecating a rental vehicle ocutside the continental
United States uriess specifically authorized by the rental
ageaemaat,

8. "Placing a block" means any procedure oc¢ mechanisnm
which :2serves 2 specified arount of the customer's otherwise
availasle credit on the customerc's credit or charge card
account SO that the amount is not avallable far future credit
purchases.

9. T"Rental agreement” means & wriiien coatract containing
the te:=s and conditions For the uvie of a rental vehicle by a
custorsz: for a reem of sixty days ©r Iess.

10. “Rental conpany” reans a »2:85% In bthe Tusiness of

provid =g rental vehicles tc custo-ers.
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V1. “Renrtal vehicle" means a privaie pasienger type
vehicle wnich, upon the execution of a cental agreement, is
made availabie to a customer for the custcme:r's use or other
author:zed driver's use.

Sec. 4. NEW SECTION. 516D.4 COLLISION DAMAGE AND LOSS.

1. A rental company shall not hold, or attempt to hold, an
autharized driver liable for physical damage to a rental
vehicle, 1285 due to theft of a cental vehicle, or danages
resulting from the loss of use of a rental vehicle, unless the
rental company offers the customer a collision danage waiver
under the terms and conditions described in subsection 2 of
this sectior, or unktess one or more of the following applies:

a. The damage or loss is caused intentionally by an
authorized driver or is a result of the authocized drivec's
willful, abusive, reckless, or wanton miscorduct,

b. The damage or loss arises out of the authorized
driver's overation of the rental vehicle while intoxicated or
under the influence of a drug.

o, The damage or loss is caused while the authorized
deiver is engaged in & race, training activity, contest, or
use of the rental vehicle for an illegal purnose.

d. fThe rental agreement is based on false or misleading

informarion supplied by the customer or an avthorized driver.

e. The damage or 10ss is caused by opecrating the rental
vehicle otner than on regularly maintained hartd sucface
roadways, including private driveways and parking lots.

E. The damage or loss arises out of tHe use of the rental
vehicle ko bransgort persons or property for hire or to push
ot LoW anyining.

q. The damage or loss occurs =hile the rental wvehicle is
operated by a driver other Lhan an authorized driver.

h. The damage ot loss arises osut of the use of the rental
vehicle ousside tke continental United States unless suah use
158 specifizally authorized by the rental agreement.

L. The damage or loss is attzibutable 2z theft waich

accurs Wit the prior knowledge ~r kpowing pé-ticipation of an
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authocrized deiver, or which is attributable Yo the authorized
deiver keaving the rental vehicle unattended with the keys in
the rental wvehicle,

This section does not altec the liability of a customer or
authorized driver for bodily injury or the death of another
and for property damage other than to the rental vehicle in
accordance with the reatal agreement. This section does not

prohibit a rental company from accepting or negotiating master

contracts with companies or governnent entities in advance of
need whereby the companies or government entities specifically
agree to assume liability in exchange for rate concessions.
ihis section does not prohibit a rental company from entering
into agreements with insurance companies to provide
renlacement venhicies to insurance company customers wheceby
the insutance corpany agrees to assume the risk of loss.

1f the rental vehicle is not repalred., damages shall not
exceed the fair market value of the vehicle, as determined in
the customary macket for that vehicle, less salvage or actual
sale value, plus additional license and tax fees incurred
pecause of the sale, plus administrative fees. A claim shall
not be made for loss of use if the rental vehicle is not
repaired.

2. A rental comoany may offer a collision damage waiver
vnder the following te:rms and conditions:

a. All resteictions, conditions, and exclusions must be
printed in the rental agreement, Or on a separate sheet or
document, in ten-point type, or larger: or written in pen and
iak or typewritten in or on the face of the rental agreement
in a blank space wnrovided for such restrictions, conditions,
2~d exclusions. The reatal ageeement may pecovide that the
rollision damage waiver mey be volded under the conditions set

‘arth in subsectizn L, pacagraphs "a" through “i*
b. The cental agreement, sepacate sheer, or document must
clearly and conspicuous.y state both the daily and estimared

~akal charge for the ciilision damage waliwve:.
g
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¢. The rental agreement, sepactate sheet, or document given
Lo the customer prior to enteting into the rental ag:eement
must display in ten-point type, or lacgec, the following
notice:

MOTICE: THIS CONTRACT OFFERS, FOR AN ADDITIOPAL CEARCGE, A
COLLISION DAMAGE WAIVER TO COVER ALL OR PART OF YOUR
RESPONSIBILITY FOR DAMAGE TO THF RENTAL VEKICLE.

BEFQRE DECIDING WHETHER TO PURCHASE THE COLLISION DAMAGE
WAIVER, YOQU MAY WISH TO DETERMINE WHETHYER YOUR OWM AUTOMOBILE
[NSURANCE AFFORDS YOU COVERAGE FOR DAMAGE T THE RENTAL
VEHICLE AND THFE AMOUNT OF THE DEDUCTIBLZ UNDER YOUR OWN
[NSURANCE COVERAGE. THFE PURCHASE OF THIS COLLISIOM DAMAGE
WAIVES [S NOT MANDATORY AND MAY BE DECLINED.

The customer must separately acknowledge that the customer
received the above notice, that the custoter desires to
ourchase the collision damage walver, and the terms of the
collision damage waiver to which the customer agrees.

d. The car reatal company shall not pay commisgions to a
cental counter agent or tepresentative for sellimg coilision
damage waivers and is prohibited from considering volume of
sales of collision damage walvers in an employee evaluation
determination of promotion.

However, notwithstanding whether a rental company offers
collision damage waiver under the provisions of this
subsection, the rental company shall not hold an authocized
driver tiable for damage or loss due to theft except ~hece
subsection 1, patagraph "i" applies.

Sec. S, NEW SECTION. %16D.5 RECOVERY FOR DAMAGE OR LOSS.

A claim against an autnocized driver césulting from damage
ko a rental vehicle, loss due to theft of a rental vericle, or
damages cesulting from the loss of use of a rental venicle,
must be reasonably and rationally related to the actuai loss
incucrred., A rental comcany shalt miticate damages whe:te
pessible and shall not assert or coilect any claim for
puysical damage which escecds the actual cost of the :epair,

including all discounts or price reduct:izas. Adminisizative
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fees shall be lioited to the reasonable adminisktcative costs
associared with processing the damage claim. & clair made for
loss of use srall not exceed the daily rental rate stated in
the customec’s contract, excluding optional chacges,
multiplied by the total of the estimated time for replacement
and the estimated time for repair, divided by eight,

Sec. 6. MEW SECTION. S5l6D.6 DISCLOSURES.

Y. All marerial restrictions on an advertised rate or on
the use of the rental vehicle must be cleariy and
conspicuously disclosed in any price advertisement,

2. A rental company shall only advertise., quote., and
charge a crental rate that includes all mandatory charges. A
rental company shall not impose any mandatocy charges in
additicn to tne advectised or quoted rental rate,

Sec. 7. NEW SECTION. 5160.7 PROHIBITIONS.

Unfair or deceptive acts or practices in the advectisement
or rental of vehicles are prohibited. Unfair or deceptive
acts or practices include, but are not limited to, the
following:

1. A representation connected with the advectisement or
rental of a venicle that the purchase of a cellision damage
waiver is mandatocy.

2. Failuce to provide disclosures as required by this
chapter.

3. Failure to disclose in a manner likely to be noticed
and comprehended in an advectisement, as defined in section
714.16, subsection 1, paragraph "a“, the availability of a
collision damage waiver, and the cost of the waiver.

4. Misrepresentation of a custorer's need for a collision
damage waiver, pecsonal accident insurance, or personal
effects Lnsurance.

5. Mistepresentation of rthe characteristics or
ararlavility ~%f a reserved rental wvehicle 1a order to rent a
custore:r 3 rore expengsive rehicle than the one reseryad,

6. Farlure to provide a vehicle wn the class resecved, cor.

Lf the tesegves ven:cle is out of stock, fzilure to provide
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another venicle in the class resesved or 4 moce expensive
vehicle, A replacement vehicle for an out of stock teserved
vehicle nay be provided from the stock of the rental company
ocr from another cental company but, in any event, must be
provided at the rate quoted for the vehicle resecved,

7. Failuce to disclose tne following material
cestrictions, where applicable, in responge to direct consumec
inquiries cegarding the price of renting a venicle, when the
rental company discloses a vehicle rental rate, and at the
time the ceservation is accepted:

a. Specific geographic restrictions and limitations, other
than travel outside the continental United States.

b. Advance reservation and payment requirements.

€. The existence of penalties or higher rates that may
apely for early or late returns.

d. Cost of an additional driver fee,

e. Credit or cash deposit requirements,

£. Extent of liability for damage or loss and price range
of collision damage waiver.

g. Mileage limitations and charges.

8, Placement of a block against a customer's credit limit
or charge against a custorer's credit card in the following
mannec;

a. Placing a block or charge against a customer's credit
limit without disclosing in the rental agreement in a clear
and conspicuous manner the fact that a block or charge will be
placed against the custoner's credit card, and the amount of
the block or charge. Such disclosure shall also be made
orally whenever possible.

b. Placing a block ot chacrge against a psction ot the
entirety of the credit limit of the card or othe:rwise placing
a bluock oc charge against the card in excess of the estimated
toral daily or weekly charges, including tax=s and charges of
optional sarvices accepted by the customer, stated 1n the
rental agreerent nultiplied by the number of days of the

estimated rental 1€ rented on 4 dariy 0asis 27, if rented on a
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weekly basis, mu.tiplied by the oumber of weeks cf the section 714.16, subsection 2, paragraph "a", The provisions

esticated rental. of secticn J14.16, 1ncluding, but not limited rto, provisions
¢. Placing a 2lock or charge against a customer's credit telating to investingation, injunctive relief, and penalties,

card and then €ailing to clear the unused amount of the block apply to violations of this chapter.

or charge agains: the consumer's credit card after the Sec. 10. Chapter 5L6C is repealed.

customer returns the rental venhlcle in the same amount of

time, subject to crecit card company ot charge cacd company

availability, as it too% the reatal company to place the block B e

or charge against the customer's card when the customer cented JOF J. WHELSH

the vehicle, President of the Senate
d. Placing or threatening to place a block ot charge on a

custorer's credit card when seeking to recover any portion of

a claim arising out of damage to, or loss of use of, the

rental vehicle, valess, after the rental vehicle is damaged or ROBERT C. ARNOULD

lost, the cental company determines the exact amount of the Speaker of the House

repair or replacesen: costs and the customer authorizes the

chatge. 1 hereby certify that this bill originated in the Senate and
e. <harging an anount to a customer's credit card for 18 known as Senate Tile 491, Seventy-foucrth General Assembdly.

damage to, or loss of use of, a rental vehicle after the

customer has left the location where the rental vehicle was

retucned, unless the customec has authorized the specific

chaege, in a specific amount, to be charged to the customer's JOEN T. DWYER
credit cacd. This subsection does not apoly to a block in the 2?/’ Secretary of the Senate

amount of one doilar obtained for auwthorized charge amounts. Approve , 199t

9. Anssesament of additional driver fees for licensed

drivers who are spouses or business associates cagaged in

business activities with the customer to whom the vehicle is L
rented, other than c¢harges for a person who does not satisfy TERRY L. BRANSTAD
the rental company's minimum age cequitement, if applicable. Governoe

Sec. B. HNEW SICTION. 5160.8 RULES.

The atktocney genecal shall prescribe forms and adopt rules
pursuant tc chapter 174 as necessary to administer this
chapter.

Sec. 9. HNEW SEICTION. 5160.%9 LNFORCEMENT.

A v:olation ¢f this crapter or any rules adopted »os tne

anteraey geieral Tur£aar: to this chaptes s a viobe,.on 27




