BILL ANALYSIS

C.SH.B. 1662

By: Cadtro

Insurance

Committee Report (Substituted)

BACKGROUND AND PURPOSE

Current law gtipulatesthat the automobile insurer of an a-fault party must pay the third-party claimant for
vehicle damages aswdl as“loss of usg’ of the third-party dlamant’s vehicle due to anaccident. “Lossof
use” can be interpreted in different ways by automobile insurers. Some insurers interpret it to mean
transportation only, instead of loss of use of a comparable vehicle. Many times, a clamant who owns a
large vehide will only be offered a smadler vehicle by an insurer. Some insurers provide comparable
vehicdes, but only after third-party claimants make numerous requests. C.S.H.B. 1662 requires coverage
under motor vehide lighility insurance policies for substitute motor vehicles that are comparable to the
damaged motor vehicles of third-party clamants.

RULEMAKING AUTHORITY

It is the committee’s opinion that this bill does not expresdy grant any additiona rulemaking authority to
a date officer, department, agency, or inditution.

ANALYSIS

C.S.H.B. 1662 amends the Insurance Code to require an insurer that delivers or issues for delivery a
ligbility insurance policy on amotor vehicle to indemnify for reasonable renta costs a third-party claimant

who requests a subgtitute vehicle comparable to adamaged vehicle, if the third-party damant’s vehidle
sudains damage and isinoperable, unsafe to drive, or out of servicefor repairs. Thehill requiresan insurer
to pay for rentd costs beginning on the date on which the vehicle is unable to be used and ending on the
date on which the insurer could reasonably expect the vehicle to be fully repaired and operable. The bill

requiresan insurer to notify the third-party clamant that, onrequest, the insurer will indemnify the dament
for reasonable rentd cogts for a subgtitute vehicle comparable to the damaged vehicle and that the
indemnification may be reduced based on the percentage of responsbility of the third-party clamant.

The bill authorizesaninsurer to indemnify athird-party damant for the entire cost of a requested subdtitute
vehide or that percentage of the cost of a subdtitute vehicle that is equd to the insureds percentage of
respongbility for the damage sustained.

EFFECTIVE DATE

September 1, 2003.

COMPARISON OF ORIGINAL TO SUBSTITUTE

C.S.H.B. 1662 modifiesthe origind by authorizing proportionate indemnificationand providing that anotice
to athird-party cdamant must include information regarding proportionate indemnification. The subdtitute
removes the provison that held an insurer liable for renta costsif the third-party dlamant’s motor vehicle
isatotd loss. The subgtitute provides for indemnification for a comparable subgtitute vehicle, rather than
asubditute vehide that is equivdent in 9ze and qudity, and specifies the damage that must be sustained
to the vehicle for indemnification to be authorized.
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