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RRR L_L_c_ ing the first two counts. terms of coverage have been de-

’ fined, the complaint is examined

V. to determine if the claims alleged

N ew H am pSh i re The relevant coverage dealtwith  within its four corners are covered

“Product Related Damage” defined by the policy. It is the allegations

Insurance Co. as damages “arising out of the sale, in the complaint and only these al-

= service, or repair of a vehicle.” The legations that define the insured’s

and the Elght policy specifically excluded dam- duty to defend under the policy.

Corners Rule: ages “caused by willful, dishonest,
fraudulent, intentional or criminal

coverage and act committed by the insured.” The The Eight Corners Rule com-

Duty to Defend policy did cover unintentional viola- bines the Exclusive Pleading Rule

tions of truth in lending or consumer  which limits the duty to defend to

credit laws, and excluded any willful the pled allegations and the Po-

or knowing violations of these same tentiality Rule which requires de-

provisions. fense if any of the allegations in

This recent Coverage dispute the complaint could trigger cover-
provides a comprehensive analy- age. The Virginia Supreme Court
sis of the applicable law deal- The insured argued that the al- has ruled that when “the only rea-
ing with policy coverage and an |egations implicated coverage or at sonable construction of the poli-
insurer’s duty to defend, while il- |east defense as a sale of a vehicle, cy is that the insurer was under

lustrating the analysis that a court the policy coverage regarding the no obligation to defend the case
will use to determine the extent Truth in Lending Act, and that the against the insured [because] it
of each. The Court used a liberal  willfulness did not preclude cover- would not be liable under the con-
reading of the policy and a literal age of the claims. The insurer de- tract for any recovery” the insurer
examination of the allegations of clined coverage because the suit should not interfere in the de-
the complaint to define an insur- dealt with a lease, not a sale. Cov- fense of the case. Accident Corp
er’s coverage and duty to defend. erage was also denied because v. Washington Co., 148 Va. 829,
there was no allegation of violation 844 (1927) More simply said, the

of the Consumer Leasing Act, and insurer is under no duty to defend

An auto lease customer of because all of the facts allegedwere when even assuming the verac-
auto dealership filed suit alleg- willful acts by the insured which trig- ity of the allegations, no coverage

ing willful violations of the Virginia gered the exclusions of the policy. ~ would be afforded.
Consumer Fraud Protection Act by

use of deception, false pretense,

and false promises. The second In deciding this case and other In analyzing each of the
count alleged a breach of contract coverage disputes, Virginia courts counts and their underlying alle-
based upon the false statements have adopted and applied the Eight gations the court first looked to
and promises underlying the first Corners Rule. First the four corners the nature of the transaction. As
count. The third count alleged of the policy are examined and con- it was a lease and not a sale and
fraud, again based upon the false strued with all ambiguities resolved there was no service of the vehi-
statements and promises support- in favor of the insured. Once the cle for the customer, the coverage



was not triggered. The court went
further ins finding that even if cov-
erage were triggered by constru-
ing the transaction as a sale and
not a lease and finding that the
replacement of cloth seats with
leather ones to cover up the false
statements made in the contract
was “service”, the willful, fraudu-
lent and dishonest activities of the
insured would preclude coverage
under the policy exclusions.

In the second count the court
found that there were no allega-
tions that dealt wit the lending of
money to the customer for the
lease. All of the allegations dealt
with other misrepresentations.
The court again went on to as-

sume the coverage under this pro-
vision and found that the willful and
intentional acts of fraudulent con-
duct would exclude coverage.

It appears that the application of
the Eight Corners Rule, the interpre-
tation of the policy and the totality
of the allegations in the Complaint,
each construed in the light most fa-
voring coverage governs the analy-
sis of coverage and defense issues
in Virginia.
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KALBAUGH, PFUND & MESSERSMITH, P.C.
wishes to thank our clients and friends for al-
lowing us the opportunity to earn your business.
If you are not currently a client of our firm and
would like more information on our progressive
and aggressive approach to the practice g/' law,
please call or e-mail Bill Pfund at 804-320-6300
or bill pfund@kpmlaw.com. We also invite you to
visit our website at www.kpmlaw.com for valuable
information and links.

"ABINOOR IO JOJ USAIS ST AJUBLIEM OU ‘PAYOIBISAI A[YSNOIO) dIe
SO[oNJE [ O[IYA\ "SUOIBNIIS JO $)oBJ 0Y10ads 03 saje[ar me[ 9[qedsrjdde moy ouruiIa)dp 03 [2sunod [e39] JNSuod pInoys I9peal
oY) suonsonb 1839 10 “9OIAPE [€39] SE JAIIS 0} POPUIUL JOU SI PUB A[UO UOIJBULIOJUI [€IOUIS J0J Papudjul st uoneorqnd sty

dALSINGTY AOIAYAS SSTIAAY

Y\ “puowory
0E¥ ‘ON e

dlvd

abejsod 's'n
TV SSY10 LSHI4
J3140S3dd

€86¢-9LL (0+S)

Q10§7 BIUIBIIA ‘Douroy

V111 23ngG ‘Peoy JMI9[F 0487
YO BIUISIA UINSIMYINOG

StPb-19% (LGL)

0TGET BIUIBIA Y[OHON

0071 93ng 3991 UIBJA ISEH (GG
OYJO) BIUISIIA UINSeT

1€€¢-169 (€0L)

0€077 BIWIBIA Xepre,

00€ NG DAL AISIAIUN TE0P
YO BIUISIA UIYIION]

00€9-07¢ (#08)

9£7£7 BIUIBNA ‘PuowyORy

00 23InG “2Al(] Ied P[OYI00IN 106
OYJO BIUISIIA [B1IU))

@

"PuelAIRIAl OIDIN pue
“0y( ‘uoBurysepy BIUISIA SUIAIOG

m e q

YIWSIISSI] 5

1 e s A @ uisoyyvy

punjdysneqje)j



