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Proposals Look to Improve Graduated Drivers License Requirements

Assemblymember Bill Maze (R-Visalia) is planning to introduce two bills aimed at improving existing Graduated Drivers License (GDL) requirements.  The goal of the two proposals is to reduce teen driving accidents by increasing compliance and decreasing the chances of an accident.  An exemption similar to the existing school provision would be included to allow teens participating in non-profit activities (i.e. church groups, teen support groups, etc.) to drive to and from such activities.  At the time of publication, the two proposals had not been introduced. 

Bill Proposal #1:

The first bill proposal would alter the penalties for a violation of the GDL provisions.  Currently, the court may levy a monetary penalty or impose community service.  This bill would increase the monetary penalty for a first offense from $35 to $100 and for a second or subsequent offense from $50 to $300. It would also increase the required hours of community service from 8 to 16 to 16 to 32 for a first offense and from 16 to 24 to 32 to 48 for a second or subsequent offense.  

This bill would add that an accident caused by a licensee in violation of GDL provisions resulting in an injury would result in a 6-month long suspension of his or her license, eligible for review at 18 years of age if the licensee turns 18 before the suspension ends.  In addition, an accident caused by a licensee in violation of GDL provisions resulting in death would result in a two-year suspension of his or her license, eligible for review at 18 years of age if the licensee turns 18 before the suspension ends.  

As stated above, this proposal would add a provision allowing teen drivers an exemption for transporting themselves and others to events for non-profit groups.  The guidelines would follow those established in current law for school and school activities. 

Bill Proposal #2:

The second bill proposal would change the existing time and passenger restrictions.  The proposal would move the nighttime restriction on driving with a provisional drivers license from 12 a.m. to 11 p.m. (an hour prior).  In addition, the bill would change the period of restriction on transporting passengers under 20 years of age at any time with a provisional drivers license from 6 months to 12 months.  

More Proposals Expected on Public Employee Pensions

Norwood & Mattoch has learned that Alberto Torrico (D-Alameda), Chairman of the Assembly Public Employees Retirement & Social Security Committee, will be introducing four bill aimed at fixing the current employee benefit plans.  The four “spot” bills would address the following areas: 1) disability fraud, 2) rate stabilization, 3) pension spiking, and 4) broad catch all bill.  All four of the bills will be authored by Torrico.  The bill relating to disability fraud will be co-authored by Senators Speier (D-Hillsborough) and Soto (D-Pomona).

The four proposals would provide lawmakers with an alternative to the Governor’s proposal, ACA 5 authored by Assemblyman Keith Richman (R-Northridge), which would convert all public employee benefit plans to contribution plans after July of 2007.  The Governor’s proposal would essentially eliminate all defined benefit plans, whereas Assemblymember Torrico’s proposals seek to reform the troubled areas of the existing benefit plans. 

Assemblyman Richman introduced yet another proposal this week which would base state and local pensions on the final three years of salary, instead of just the highest year.  The proposal would apply to all state and local members of the California Public Employees Retirement System, both new hires and current workers, who retire after January 1, 2006.  

Pensions for state and local governments are based on formulas that multiply a percentage of salary for each year of employment by the employee’s final salary.  The key to this formula is what constitutes the final salary.  Assemblyman Richman argues that states that use an average of three or more years smooth out the effects of end-of-career pay boosts, while California’s one year formula does not.  

Senator Speier (D-Hillsborough), Chairwoman of the Senate Insurance Committee, is also expected to hold a hearing on the issue of public employee pensions.  The hearing will likely examine the areas highlighted by Assemblymember Torrico’s proposals, specifically disability fraud as she is co-author of that proposal.  

Initiatives Pile Up, Two Include Premium Tax Increase

As the political climate in the Legislature becomes increasingly more hostile, many of the issue fights have moved towards the ballot process in the form of initiative measures.  The California Chamber of Commerce has reported that here are 66 initiatives currently pending at the Attorney General’s Office, nine of which are in circulation at this time.   

The nine measures in circulation are as follows:

· Car Decal Program: Requires California Department of Motor Vehicles (DMV) to make 12 decorative vehicle decals available for public purchase (one decal per month) for an annual fee of $240 plus DMV's cost to administer program. Proceeds required to be deposited in an "I Helped Save the Golden State" fund created in the State Treasury, and shall only be used, upon legislative appropriation, for education, social service, parks and recreation, and environmental protection programs in the state. Decals cannot obstruct license place recognition, and shall be available at DMV locations open to public and other designated locations.
· Drivers Licenses. College Expenses. Public Benefits. Eligibility of Illegal Aliens. Initiative Constitutional Amendment: Prohibits aliens unlawfully in United States from obtaining: a driver's license or government identification card; a college fee or tuition exemption; government grant, contract, loan; a professional or commercial license, or any other public benefit not required by federal law. Authorizes any state citizen to sue to enforce prohibitions, requires State to defend initiative, and provides costs and attorney's fees to prevailing party. Makes any elected or government official who willfully violates the prohibitions personally liable for litigation costs, attorney's fees, and actual damages. 

· State Legislature. Length of Session. Initiative Constitutional Amendment: Provides that State Legislature shall convene regular session on first Monday in December of even-numbered years solely to organize; shall reconvene on first business day of January each year; shall not meet in regular session after June 30 of each year; and shall not meet for total of more than 90 days during any two-year session. Legislature may reconvene for additional 15 days to reconsider vetoed bills. Prohibits committee meetings and hearings except when Legislature meets. Limits reimbursement of members for travel and living expenses to actual days attending session.

· Termination of Minor's Pregnancy. Waiting Period and Parental Notification. Initiative Constitutional Amendment: Amends California Constitution to bar abortion on unemancipated minor until 48 hours after physician notifies minor's parent/legal guardian, except in medical emergency or with parental waiver. Permits judicial waiver of notice based on clear and convincing evidence of minor's maturity or minor's best interests. Physician must report abortions performed on minors and State shall compile statistics. Authorizes monetary damages for violation. Minor must consent to abortion unless mentally incapable or in medical emergency. Permits judicial relief if minor's consent to abortion is coerced.
· Redistricting. Initiative Constitutional Amendment: Amends state constitutional provisions governing redistricting of California's Senate, Assembly, Congressional and Board of Equalization districts. Requires panel of three retired judges, selected by legislative leaders, to adopt new redistricting plan if this measure passes and again after each national census. Panel must consider legislative and voter proposals and hold public hearings. Redistricting plan effective upon unanimous adoption by judges' panel and filing with Secretary of State. If plan subsequently disapproved by voters, process repeats. Specifies time for judicial review of adopted redistricting plan; if plan fails to conform to requirements, court may order new plan.
· Vote Requirement for Fees/Charges. State and Local Appropriation Limits. School Funding. State Mandates. Bonds. Initiative Constitutional Amendment: Requires certain state fees/charges be enacted by two-thirds vote of Legislature, not by current majority vote. Requires certain local fees/charges be approved by two-thirds of electorate; currently no vote required. Amends state and local appropriation limits. Provides procedure if state exceeds appropriation limit. Repeals Proposition 98 revenue transfers above appropriation limit to community college and school districts. Allocates General Fund revenue above appropriation limit to specific funds/purposes. Specifies requirements for reimbursement of local government mandates. Restricts state bond issuances.
· Public Schools. Restrictions on Sex-Related Instruction. Initiative Statute: Prohibits public elementary school instruction on specified sex-related subjects. Requires daily advance written parental notification and approval for every day of such instruction in grades 7 through 12. Exceptions for students 18 years of age, for federally approved disease-prevention instruction and student requests for confidential counseling with school psychologist or peace officer. Specifies content and format of notice, including parents' rights, description of information to be taught and materials or sources to be used. Provides school district liability of $5,000 per violation plus attorney's fees and court costs.
· Waiting Period and Parental Notification Prior to Termination of Minor's Pregnancy. Initiative Constitutional Amendment: Amends California Constitution's right to privacy by prohibiting an abortion on an unemancipated minor until 48 hours after physician notifies minor's parent or legal guardian, except in medical emergency or with parental waiver of notice. Permits judicial waiver of notice based on clear and convincing evidence that minor is sufficiently mature and well-informed to decide whether to have an abortion or that parental notification is not in the minor's best interests. Authorizes parent or guardian to obtain actual damages, or statutory damages of $10,000, for violation.
· Reapportionment. Initiative Constitutional Amendment: Amends state Constitution’s process for redistricting California’s Senate, Assembly, Congressional and Board of Equalization districts. Requires three-member panel of retired judges, selected by legislative leaders, to adopt new redistricting plan if measure passes and again after each national census. Panel must consider legislative, public proposals/comments and hold public hearings. Redistricting plan becomes effective immediately when adopted by judges’ panel and filed with Secretary of State. If voters subsequently reject redistricting plan, process repeats. Specifies time for judicial review of adopted redistricting plan; if plan fails to conform to requirements, court may order new plan.
Three of the initiatives currently pending at the Attorney General’s Office are “split role” tax measures.  Two out of the three “split role” tax initiatives include provisions which would increase the premiums tax for insurers doing business in California.  

The first measure, titled “The Tax Reduction and Taxpayer Equality Act of 2005,” would amend the California Constitution to allow the Legislature, “with a majority of the membership of each house concurring, may impose or adjust the rate of any tax on corporations, including state and national banks, and their franchises by any method not prohibited by this Constitution or the Constitution or laws of the United States.” In addition, the measure states, “Notwithstanding any other provision of this Constitution, the Legislature, a majority of the membership of each house concurring, may reduce or repeal any tax credit on or deduction from the tax on corporations, including state and national banks, and shall annually adjust the tax rate on corporations so that the aggregate tax burden on all corporations equals the aggregate tax burden on all persons subject to the personal income tax.” 

Specifically, this measure allows the Legislature, with a “majority of all the members elected to each of the two houses voting in favor thereof, may by law change the rate or rates of taxes herein imposed upon insurers to any rate or rates that are not less than three percent (3%) of the basis of the annual tax of premiums.”

The second ballot initiative, titled “The Economic Recovery Tax Relief Act (Versions 1, 2 & 3),” proposes, among other things, to increase the gross premiums tax paid by insurers, after January 1, 2006, from its current 2.35 percent to 2.46 percent.  

“The Tax Reduction and Taxpayer Equality Act of 2005” is due to the Secretary of State on March 12, 2005 and “The Economic Recovery Tax Relief Act (Versions 1, 2 & 3)” is due on March 14, 2005.  

California Issues ''Dirty Dozen'' Investment Scams for 2005 

The California Department of Corporations (DOC), California's securities regulator, today issued a list of its "Dirty Dozen" Investment Scams for 2005 and a warning to investors to thoroughly investigate new investment opportunities before handing over their money. 

The North American Securities Administrators Association has alerted investors to scams that are commonly seen throughout the United States, and the DOC wants investors to be aware of the most prevalent schemes that harm both consumers and legitimate investment businesses in California. 

The DOC advises potential investors to protect themselves from becoming victims of fraud by doing their homework before making an investment. Investors can contact the DOC before they invest to check the registration status of the investment they are considering and/or the licensing status of the person who is selling it, through a toll-free telephone number, 1-866-ASK-CORP (1-866-275-2677). 

The following is the list of the DOC’s "Dirty Dozen" Investment Scams for 2005 in California: 

1. Senior Investment Fraud. Low interest rates, rising health care costs and an increased life expectancy have set seniors up as targets for con artists peddling investment fraud, including promissory notes, charitable gift annuities and viatical settlements. Seniors are particularly targeted because they often have access to a large amount of assets as a result of a lifetime of savings and buildup of home equity. 

2. Variable Annuities Sales. As sales of variable annuities have risen, so have complaints from investors -- most notably, the omission of disclosure about costly surrender charges and steep sales commissions. These surrender charges and high fees combine with other factors to make variable annuities inappropriate for many investors, particularly for purchases in retirement accounts. Most recently, Corporations launched a sweep of broker-dealer offices statewide to weed out fraudulent sales practices of variable annuities. 

3. Charity/Tsunami Scam. Con artists often try to make money out of tragedy. There may be con artists attempting to collect money under the guise of being involved in the tsunami relief effort or by offering phony bonds to finance the reconstruction of areas affected by the disaster. Donors need to check out the charity carefully, demand details, beware of excessive pressure, and make sure any donations are tax deductible. E-mail scammers are sending out pleas for help from phony survivors, invading recipients' computers and stealing financial and other information from those who click on links in the documents. 

4. Ponzi/Pyramid Schemes. Typically an unknown company is offering eye-popping returns from some plausible sounding, but vaguely described business activity. Such schemes are often spread by word of mouth through groups such as churches, ethnic groups, or professional affiliations, frequently in an atmosphere of secrecy. The formula is simple: Promise high returns to investors and use their money to pay previous investors. 

5. Military Fraud. Predatory salespeople target military recruits and active military service personnel who are misled into purchasing unsuitable investment products. The NASD, together with the SEC, recently settled a major mutual fund practice case against a firm that specialized in selling expensive systematic investment plans to military personnel. The firm agreed to pay $12 million following findings that the plans were sold in a misleading fashion. The fines will be used for restitution to affected investors with the balance used for investor education for the U.S. military and their families. 

6. Viatical Settlements. One of the riskiest investment products, viatical contracts are interests in the death benefits of life insurance policies. Investors get a share of the death benefit when the insured later dies, after a fee is paid to the viatical investment broker. These investments are extremely risky for numerous reasons, including difficulty predicting life expectancy, the promoter not paying policy premiums as promised, or the promoter simply stealing the investor's money. Last year, Corporations obtained a judgment of $20 million against a fraudulent viatical investment firm in San Diego. 

7. Living Trust Mills and Other Pretext Solicitations to Seniors. Corporations' SAIF (Senior Against Investment Fraud) program regularly receives large numbers of complaints from the elderly on living trust mills. The initial approach to clients may be to solicit seniors at "seminars" purportedly designed to educate participants about the benefits of living trusts or other estate planning subjects such as Medi-Cal planning or general financial planning. These seminars misrepresent the actual business of the sales representative and the true purpose of the solicitation. The real goal of the sales agent is to obtain detailed personal financial information, which will then be used to sell the senior an unsuitable or unlawful financial or investment product. 

8. Bait and Switch Schemes. Investors should be very wary about advertising in which a particular investment promises spectacular profits, but investors have to be lured into the office to get it. This is the bait. Once in the office to purchase the investment, the sales agent discourages the investor from investing in the advertised product. The sales agent then switches an investor into a different investment. 

9. Affinity Group Fraud. Members of closely-knit religious, ethnic, and cultural groups are targeted by con artists who share or claim to share their characteristics or interest. In an Asian community in California, a finance lender charged in excess of 200 percent interest in some cases. 

10. Wrong Numbers and Stock Tips Scam. Some people are finding that they have received a "misdialed" call from a stranger, leaving a "hot" investment tip for a friend. The message is designed to sound as if the caller didn't realize that he or she was leaving a hot stock tip on the wrong message machine. Con artists have also sent these fraudulent messages through e-mails and faxes. 

11. CD + Bonuses. Scammers promise investors tantalizingly high rates of return on investments by including a bonus payment to attract investors. In an enforcement action brought by Corporations, a firm offered one-year certificates of deposits (CDs) that were purportedly FDIC-insured with yields substantially higher than those actually available from any actual FDIC-insured institution. The firm paid the bonus out of its own pocket; investors were tricked into sales of annuities. 

12. Online Escrow Fraud. Purchases through online auction sites such as eBay have become a popular arena for fraud. Online escrow services are often used for expensive online purchases such as computers, electronics, jewelry, and cars. Legitimate online escrow companies act as a neutral third party that holds payment for merchandise until the buyer receives the merchandise. However, a fraudulent escrow company will lure unsuspecting buyers or sellers to transact business through their Web site and then keep the funds and/or goods. 

In an effort to combat online escrow fraud, the DOC has issued Desist and Refrain orders to 41 Internet escrow providers since spring 2004 to shut down fraudulent escrow sites and formed the Escrow Fraud Task Force, a collaboration of state and federal regulators, law enforcement, industry groups, and businesses. 

The Department of Corporations is California's investment and financing authority. Corporations is responsible for the regulation, enforcement and licensing of securities, franchises, off-exchange commodities, investment and financial services, independent escrows, consumer and commercial finance lending and residential mortgage lending. For further information or to obtain a complaint form, please visit DOC’s Web site at www.corp.ca.gov or call 1-866-ASK-CORP (1-866-275-2677).
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