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Deadline for Governor to Review Legislation Passes
Although Governor Arnold Schwarzenegger got off to somewhat of a slow start evaluating the measures passed by the Legislature, he finished with a bang, reviewing and issuing his decision on anywhere from fifteen to fifty pieces of legislation per day for the last two weeks.  In the last days prior to the deadline, Schwarzenegger reviewed and either signed into law or vetoed several controversial bills on such key issues as outsourcing, homeowner’s insurance coverage and workers’ compensation.  
September 30, 2004 was the Governor’s deadline for the review and action on all legislation passed by the Legislature. The following measures have been either signed or chaptered into law or vetoed by the Governor in the past week.  A brief summary of the bill is also included.  Please note—the legislation included in this weekly report, as well as those measures signed or vetoed prior to this week, will be discussed in further detail in the 2003-2004 Year End Report, which will be published by Norwood & Mattoch shortly.  
If you would like additional information on any of the following bills in the meantime, you may access the full text of the bill, committee analyses and voting records at www.leginfo.ca.gov or you may contact our Legislative Analyst, Erin Norwood at enorwood@nmlobby.net.  

‘Job-Killer’ Legislation/Outsourcing Legislation:
AB 1829 (Liu) would have, among other things, prohibited the state from contracting with any company that planned to use foreign workers to perform the job.  Under the bill, companies and employers would be required to certify the work would be performed in the United States and would require a service contract to be terminated for noncompliance in the event that a contractor or subcontractor performs the service with workers outside of the U.S. during the life of the contract.  

AB 1829 was vetoed by the Governor on September 29, 2004.  In a lengthy veto message the Governor characterized an outsourcing ban as a restriction of foreign trade that could hurt California’s economy.  In addition, Schwarzenegger cited a recent study by the Public Policy Institute of California which concluded that the outsourcing movement affected relatively few workers and that a ban on outsourcing could have unintended consequences, such as a slow-down of foreign investment in California. 

AB 1839 (Montanez) proposed the enactment of the Car Buyer's Bill of Rights, which sought to provide important consumer protections to car-buying Californians. 
Specifically, the bill provided that an automobile dealer may not advertise or sell a used motor vehicle as "certified" unless the vehicle has been inspected by a qualified technician and the vehicle meets certain criteria, including, among others, that it has not sustained damage that substantially impairs its use or safety and the title to the vehicle has not been inscribed with, among others, "Lemon Law Buyback" or "salvage." AB 1839 also includes provisions relating to consumer loans, financing and the disclosure of the customer’s credit score if used by an automobile dealership.  
Governor Schwarzenegger vetoed AB 1839 on September 30, 2004.  The veto message stated that the protection of consumers was “of paramount concern” to him; however, the language of the bill was too vague and could potentially cause congestion within the Department of Motor Vehicles with costly investigations over unenforceable and conflicting definitions.  
AB 2042 (Houston) would have increased the costs of goods movement and driven business and jobs from California ports by requiring the City of Los Angeles and the City of Long Beach to prohibit any growth at their respective ports unless that growth can be accomplished with no air pollution increases.  
Upon review of this bill, the Governor chose a veto, citing that the provisions included in AB 2042 did nothing to reduce pollution. 
AB 2317 (Oropeza) would have increased the amount of liquidated damages due to employees who are paid unfairly in violation of existing law relating to gender based payment discrimination.  Opponents argued that the measure would negatively distinguish California from the rest of the nation by exposing every business to excessive litigation and increase the cost of doing business by mandating excessive damage awards and new civil penalties for gender pay equity violations. 

Schwarzenegger vetoed AB 2317 on September 30, 2004.  The veto message contended that while he believed in pay equality for men and women, the provisions of the measure were not necessary to achieve this goal. 

AB 2715 (Reyes) would have required that a business in California that has a contract with a customer sales call center or customer service telephone bank shall include a provision in the contract that requires customer service employees to disclose the location of their telephone call upon the request of a California resident. 

Governor Schwarzenegger vetoed AB 2715 on the basis that the bill was unnecessary and has no discernable public benefit.  

AB 2832 (Lieber) would have increased the minimum wage in California to $7.25 as of January 1, 2005, and $7.75 as of January 1, 2006.  
Governor Schwarzenegger vetoed AB 2832 on September 19, 2004 in an effort to protect California’s business community from being required to pay the highest minimum wage in the nation. 

AB 3021 (Koretz) would have required employers, as part of their payroll reporting requirements, to also report specified information concerning the number of employees and independent contractors maintained in California and elsewhere.  

California businesses comply with some of the most stringent requirements and standards in the country; therefore, Governor Schwarzenegger vetoed AB 3021, which would have been yet another costly mandate for employers with no benefit to employees.   
SB 888 (Dunn) would have prohibited the performance of any work involving information that is essential to homeland security at a work site outside of the United States and defines “homeland security.”

SB 888 was vetoed on September 29, 2004 due to concerns with regard to the constitutionality of some provisions of the bill.  In addition, Schwarzenegger argued that keeping work in the United States does not always guarantee the security of information.  

SB 1492 (Dunn) would have provided patients with the right to control whether or not their confidential medical information is transmitted outside of the United States by requiring any person or business that has contracted or subcontracted with a health care business, physician and surgeon to receive individually identifiable health information to disclose to those entities whether any of that information will be transferred to a site outside of the U.S. 

SB 1451 (Figueroa) would have required a person who has access to information protected under specified privacy laws and who is not subject to any of those laws to treat the information with the same care that would be required of a person who is subject to any of those provisions.  The bill also provides that the person would be civilly liable, as specified.

Governor Schwarzenegger stated in the veto message that he believed it was a well-crafted bill with good intentions, which he would consider signing in the future.  However, he had to veto the measure due to conflicts with the California Financial Information Privacy Act.  
SB 1569 (Dunn) would have allowed a health care provider to bring an action against a health care service plan to recover contract damages and penalties if a health care plan violates any provision of the Knox-Keene Act relating to claims processing or payment.

SB 1569 was vetoed because the provisions of the bill were essentially duplicative to those in regulations recently promulgated by the Department of Managed Health Care with regard to payment requirements.  
Automobile Insurance Legislation: 

AB 2677 (Ridley-Thomas requires automobile insurers or insurer groups licensed to sell personal automobile insurance to provide consumers with a cost estimate for its lowest priced automobile insurance policy at the limits the consumer has requested and that is available to that consumer.
Governor Schwarzenegger signed AB 2677 on September 24, 2004. 

AB 2709 (Levine) requires the Department of Motor Vehicles to develop a method for law enforcement to verify proof of insurance electronically.  More specifically, AB 2709 requires proof of insurance to be provided when a motor vehicle is first registered or when motor vehicle registration is transferred, and requires insurance companies to electronically notify DMV when insurance is issued or cancelled and DMV to develop a method for law enforcement to verify proof of insurance.

Governor Schwarzenegger signed AB 2709 on September 30, 2004. 
AB 2898 (Nunez), formerly SB 1160 (Cedillo), would have allowed illegal immigrants to obtain driver’s licenses in California, under certain circumstances.  This bill was a late session “gut and amend” to push the controversial measure onto the Governor’s desk, thereby forcing him to chose between a significant number of Latino voters and the conservative Republican Party which had actively voiced their opposition to such a measure.  

The Governor negotiated throughout the session with Senator Cedillo and other members of the Latino Caucus to develop a compromise measure.  The final version of AB 2898, as sent to the Governor, did not contain the additional security requirements the Governor and the Administration had previously requested; therefore, Governor Schwarzenegger vetoed the measure.  

AB 3088 (Horton). Governor Schwarzenegger signed AB 3088 (Horton) last week, legislation that affects Proposition 103.  Specifically, the statute will allow different insurers operating under common ownership and control to sell separate good-driver policies provided that each company offers its lowest rate to the consumer.  AB 3088 codifies the so-called “super-group” exemption that now allows an insurer to use different delivery mechanisms.   
SB 1500 (Speier) also relates to electronic reports and financial responsibility of policyholders.  This bill requires automobile insurers to electronically report to the DMV all motor vehicle liability insurance policies and identifying data on the policyholders.  

Governor Schwarzenegger signed the Legislation; however, is requesting further legislative action next year to ensure the new program is established in the most cost-effective and efficient manner as possible.  Secondly, he is asking the authority to partner with the private sector to create and operate a new program if that option provides a more cost-effective answer.  

Business of Insurance/Broker-Agent Legislation:

SB 1273 (Scott) would prohibit an insurer, agent or broker from making or using a statement that is known, or should have been known, to be a misrepresentation of terms, benefits, or dividends of an insurance policy, and prohibits a person from making a statement that is known, or should have been known, to be a misrepresentation for the purpose of inducing another person or policyholder to take certain actions, and increases the maximum penalty for such misrepresentations to up to one year and/or a fine of up to $25,000, and provides that when the loss to the victim exceeds $10,000, the maximum fine is three times the amount of that loss.
SB 1273 was signed into law by the Governor on September 24, 2004.
AB 1297 (Frommer), as amended, prohibits the sale of insurance to cover any loss, tax, penalty, interest, fine, or reimbursement attributable to an abusive tax avoidance transaction and imposes a penalty administered by the Franchise Tax Board (FTB) equal to 75% of the amounts received by taxpayers related to certain covered transactions.

AB 1297 was vetoed by Governor on September 29, 2004.

Property Insurance & Homeowner’s Insurance Legislation:
AB 421 (Steinberg). Governor Schwarzenegger signed AB 421 (Steinberg) on September .  It would require the Insurance Commissioner to conduct a market study on property and liability insurance coverage for corporations that provide subsidized housing for low- and middle-income individuals.  The statute requires the study to consider the availability of coverage and the loss experience for these lines.  The Department must deliver its findings to the legislature by July 1, 2005.

AB 2199 (Kehoe) defines the measure of indemnity and places specified conditions on insurers in circumstances related to fire insurance.  In addition, the bill allows an insured to be granted a time extension to rebuild, repair, or replace the insured property and allows an insured to rebuild, repair, or replace the property at a location other than the original insured premise.  
AB 2199 was signed by the Governor on August 25, 2004. 

AB 2962 (Pavley) enacts several provisions relating to the renewal, cancellation and cost of homeowners insurance policies and incidents in which the insured suffered a total loss due to a disaster.  
This measure was passed as an urgency measure and was signed by the Governor on August 25, 2004.

SB 64 (Speier) requires the Department of Insurance to establish a mediation process for the resolution of residential property insurance loss disputes occurring after September 30, 2003, and for which the Governor has declared a state of emergency (other than earthquake losses).   The program will be roughly patterned after the one established by the Legislature following the 1993 Northridge earthquake.  
SB 64 was passed as an urgency measure and was signed by the Governor on August 30, 2004

SB 1855 (Alpert) requires insurers to add an additional disclosure to the California Residential Property Insurance Disclosure (Petris Act) and the Declarations Page of homeowner’ insurance policies stating that the cost to rebuild your home may be different than the homeowner’s policy limits.  In addition, the bill requires insurers to distribute a new California Residential Insurance Bill of Rights to consumers every other year which outlines consumers and insurer rights and responsibilities. 

SB 1855 was signed by the Governor on September 30, 2004.  
AB 2598 (Steinberg) prohibits the use of judicial or non-judicial foreclosure to collect unpaid assessments under $2,5000 and implements new procedures to be followed when judicial or non-judicial foreclosure is used to collect unpaid homeowner association assessments $2,500 and over.  It changes the minimum bid price for a separate interest being sold in non-judicial foreclosure to 90 percent of the exterior-only appraised value minus senior liens, and creates a 90-day right of redemption for a separate interest sold in non-judicial  foreclosure.

Opponents of the measure were successful in generating concerns from the Governor who vetoed by the Governor on September 30, 2004.  

Life Insurance & Health Insurance Legislation:
AB 2129 (Chavez) makes a technical change to the provisions governing individual life insurance and individual annuity contracts when sold to a senior citizen.

Governor Schwarzenegger signed the bill on September 27, 2004. 

AB 2316 (Chan) creates a Life and Annuity Consumer Protection Program, including a fund exclusively dedicated to protecting consumers of life insurance and annuity products in the state. The provisions of this bill sunset effective January 1, 2010.

Governor Schwarzenegger signed AB 2316 on September 28, 2004. 

AB 2611 (Simitian) Increases criminal penalties related to elder and dependent adult abuse and makes them applicable to a person who knows or reasonably should know that the potential victim is an elder or dependent adult.  In addition, this bill separates financial abuse from the current statute providing enhanced civil remedies to victims of elder or dependent adult abuse, and applies a preponderance of evidence standard of proof for the commission of financial abuse, instead of the current "clear and convincing evidence" standard.

AB 2611 was signed on September 29, 2004.  
AB 2783 (Simitian) authorizes, upon adoption of a resolution, a county  board of supervisors to impose a fee of up to $2 to be paid at  the time of recording of every real estate instrument.  This additional fee would be placed in the Elder and Dependent Adult Financial Abuse Prevention Trust Fund (Trust Fund) to be expended to fund programs to deter, investigate, and prosecute civil proceedings involving the financial abuse of elders and dependent adults in real estate transactions. 

AB 2783 was vetoed by Governor on September 29, 2004.

Workers’ Compensation Legislation:
AB 2147 (Kehoe), which requires insurers who write wrap-up insurance policies to report workers' compensation information on both contractors and subcontractors to the rating agencies and to the contractor, was signed by the Governor on September 25, 2004. 
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