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SUMMARY

Synopsis of Bill

The House Transportation Committee Substitute for House Bill 108 imposes severa new 1e-
quirements on motor vehicle insurance policies under the Mandatory Financial Responsibility

Act.

Motor vehicle insurance policies must designate by explicit description or by appropriate
reference al vehicles given coverage.

Policies must insure the person named in the policy and a person who uses a covered ve-
hicle the express or implied permission of the named insured.

Policies must cover losses on vehicles used but not owned by the insured person. Excep-
tions to this requirement are provided for automobile businesses, for vehicles furnished
for regular use and for vehicles rented for business use.

Policies must state the name and address of the insured, the coverage afforded, the pre-
mium charged, the policy period and the limits of liability.

Policies must contain an agreement or endorsement declaring its conformity with the
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Mandatory Financial Responsibility Act.

Policies may not be canceled or annulled by an agreement between the insurance carrier
and the insured after the occurrence of an injury or damage.

The carrier has the right to settle a claim covered by the policy and the amount of the set-
tlement is deductible from the liability limits if the settlement is made in good faith.

Significant |ssues

The provision requiring automobile policies to cover not only the named insured but also anyone
else driving the insured vehicle with the explicit or implied permission of the named insured is
aready in all personal auto policies, but is usualy not included in commercial auto policies.

The property & casualty actuary for the Insurance Division of the PRC notes mandatory permis-
sive driver coverage is already common practice for personal auto policies. HB 108/HTCS does
not require commercial auto policies to cover permissive driver coverage which also coincides
with existing practice in the insurance industry in New Mexico.

TECHNICAL ISSUES

Section 1, Subsection A-2, as currently written, may require insurers to provide insureds and
their permissive drivers with unlimited liability coverage even if the insured only puchases the
minimum limits of coverage required by the Mandatory Financial Responsibility Act. PRC staff
would like the following to be added in this section: “up to limits of policy”.

DW/sb/njw



