
KNOWING WHAT YOUR AUTO insurance
covers and doesn’t cover can save you

money and grief when you rent a car.

If you plan to rent a car in the United S t a t e s
or Canada, the first thing to remember is to
take a copy of your proof of insurance card.
The car rental agency may require it, and
your insurance card can save you time and
trouble if you’re stopped by a police offic e r
or have an accident. Your Texas policy auto-
matically meets the minimum liability insur-
ance requirements of any state or C a n a d i a n
province where you travel.

A decision that almost everyone who rents a
car must make is whether to buy a collision
damage waiver (CDW). A CDW waives the
rental car company’s right to collect from
you if the car is stolen or damaged while
rented to you.

CDWs are controversial because they cost
about $10 to $20 per day—far more expen-
sive than ordinary car insurance—and may
overlap with your own coverage.

A CDW might not be necessary because the
property damage portion of your Texas auto
liability insurance covers damage to a rental
car if you cause an accident. Texas law re-
quires rental car companies in Texas to tell
you that a CDW may duplicate insurance you
already have. Some premium credit cards
also provide rental car coverage, but they
usually pay only what your insurance com-
pany won’t pay. D o n ’t rely on your credit
card without verifying what it covers.

There are times when a CDW is a good idea.
If you carry only minimum liability insur-
ance, the $15,000 for property damage
might not fully pay for fixing or replacing a
rental car. A CDW can help you avoid fil i n g
a claim on your own insurance that could
raise your rates if you cause an accident that
damages only the rental car. A CDW also can
save time and hassle when returning a dam-
aged rental car. These advantages should be
weighed, of course, against the high cost of
CDWs and the duplication of your property
damage liability coverage.

You definitely should consider a CDW when
renting a car overseas or in Mexico because
your liability insurance covers you only in
the United States and Canada. Before driving
in Mexico you also should strongly consider
buying an auto liability insurance policy writ-
ten by a Mexican insurance company.

Car rental companies also offer rental liabi-
lity and rental liability excess policies.

A rental liability policy provides primary bod-
ily injury and property damage liability insur-
ance for the state or country where you’re
driving. You probably don’t need it when tra-
veling in other states or Canadian provinces
because your Texas policy already covers
you. H o w e v e r, some kind of locally purchas-
ed auto liability insurance is essential in most
other countries. Often, in fact, European car
rental companies include the cost of all com-
pulsory liability coverages in the car rental
f e e .

Rental liability policies are a must if you
don’t have your own policy but plan to rent
a car anywhere, including Texas. In Texas,
rental liability policies do not cover damage
to the rental car, so it’s a good idea to add a
CDW if your only insurance is what you buy
from the car rental agency.

Auto rental liability excess policies provide
coverage only for the amount of your liabil -
ity that exceeds the minimum limits of fi-
nancial responsibility required by state law.
A rental agency in Texas can sell you an ex-
cess policy only if you have your own liabil -
ity policy in effect.

The Texas Department of Insurance (TDI)
sets the policy language and rates for rental
car liability and excess liability insurance
sold in our state. TDI requires car rental
agencies to clearly disclose that you may not
need these coverages, that the coverage may
duplicate insurance you already have and
that buying auto rental liability insurance is
not a condition for renting a car. ★
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Rental Car Insurance Choices
E d i t o r s :

• If you need fur t h e r
i n f o rmation, call:
Texas Department of Insurance
Public Information Offic e

(512) 463-6425

We welcome your questions and
suggestions about this column.
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