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CHAPTER 5. AUTOMOBI LE LI ABI LI TY | NSURANCE
EXPLANATI ON AND REQUI REMENTS

5-1. AUTOMOBI LE LI ABI LI TY COVERAGE ( OAMNED AND NON- ONNED)

a.
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5-2.

The autonobile liability insurance policy affords
coverage in the same general ternms as other liability

i nsurance contracts, but the "injury" to be covered nust
ari se out of the ownership, maintenance or use of the
owned autonpbile, any non-owned or hired autonobile.
Coverage i s on an occurrence basis.

Aut omobile liability coverage is excluded fromthe basic
CA policy. However, if a HA has no owned autonobil es,
then the non-owned and hired coverage can be provided by
endorsement to the CG policy. The Department requires
that HAs insure non-owned as well as owned autonobiles
since the HA may have significant exposure to | oss from
acci dents occurring when officers, directors, or

enpl oyees use their personal vehicles on HA business.
Under common | aw, enployers can be held liable for the
negl i gence of enpl oyees or agents using their cars on
behal f of the HA. Al though the enpl oyee's personal auto
policy mght provide protection to the HA, there is the
possibility that the enpl oyee may not have auto liability
insurance or that the linmit is only the mninmumrequired
by state | aw.

An "Autonmobile" is defined as a | and notor vehicle,
trailer or sem-trailer designed for travel on public
roads, but does not include nobile equipnment. Mbile
equi prent (yard or garden tractors, fork lifts, back
hoes, etc.) is covered under the basic CGE policy.

The Departnent recomrends that limts of not |ess than
$100, 000 each person/ $300, 000 each occurrence for bodily
injury or death, and $25,000 for property damage or a
conbined single limt for bodily injury and property
darmage of $300, 000 each occurrence be carried on al
owned, non-owned and hired autonpbbiles. (A state's
financial responsibility statutes may require higher
limts.) The HA shall determine if these limts represent
an adequate anmount of coverage.

5-1

VEDI CAL PAYMENTS

Al t hough prem ses nedi cal paynents under the CG policy is
general |y recomrended, autonobile medical paynents is normally
not purchased by business organi zations. This is because no
coverage is provided for injury to enployees due to their
injuries while on the job being covered by workers



5-3.

5-4.
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conpensation. |f HA-owned vehicles are restricted to use by
enpl oyees, the prem um paid woul d provide very little
cover age.

AUTOMOBI LE PHYSI CAL DAMAGE

HUD does not require HAs to insure owned vehicles for physica
damage (conprehensive and collision). This is a decision that
shoul d be made by the HA, dependi ng upon the val ue of the
vehicle. For exanple, if there are relatively new vehicles
with a high replacenent cost, this coverage may be desirable
for those units, but not for ol der vehicl es whose val ue has
depreciated. This coverage is normally witten with a
deducti bl e, the size of which should be based upon the
judgrment of the individual HA. |f the purchase of a vehicle
is financed, the finance conpany will require purchase of this
cover age.

PARTI ES | NSURED.

A HA shall be shown as the naned insured. The business auto
policy also covers as a person insured, anyone using a covered
auto with perm ssion of the insured, which would include the
executive officers, conm ssioners, and enpl oyees while acting
within the scope of their duties. The U S. Departnent of
Housi ng and Urban Devel oprment shoul d not be naned as an

i nsured.
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