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NEW COMMITTEE ASSIGNMENTS ANNOUNCED
The New Year and a new legislative session typically bring changes in policy-committee structure and membership.  Norwood & Mattoch clients have a particular interest in insurance and banking issues, so we offer this brief analysis of the committees with jurisdiction in those policy areas.

The Assembly Insurance Committee has shrunk to 10 members -- as compared to the 19 who served on it last session -- with seven Democrats and three Republicans appointed.  Juan Vargas (D – San Diego) continues as chairman; fellow Democrats on the committee include Ron Calderon (D - Montebello), Dario Frommer (D – Los Angeles), Betty Karnette (D – Long Beach), Sally Lieber (D – Mountain View), Pedro Nava (D – Santa Barbara) and Tom Umberg (D – Santa Ana).  For the republicans, John Benoit (R - Riverside) returns as Vice Chair, joined by Russ Bogh (R - Beaumont) and Dennis Mountjoy (R - Monrovia).  While the 7:3 partisan split exaggerates the Democratic majority some, the presence of several moderate Democrats suggests that this committee will continue to give the industry a fair hearing.  Some behind-the-scenes efforts are underway that might change one seat on the committee and further improve the industry position.  A future edition of This Week In Sacramento will update any committee changes if and when they occur.

Ron Calderon (D – Montebello) chairs the Assembly Banking & Finance Committee, an eight-member committee on which five Democrats and three Republicans serve.  Fellow Democrats joining Calderon are Ed Chavez (D – La Puente), Nicole Parra (D – Bakersfield), Ira Ruskin (D – Los Altos) and Juan Vargas (D - San Diego).  Roger Niello (R – Sacramento) serves as Vice Chairman; Doug La Malfa (R – Richvale) and Van Tran (R – Costa Mesa) fill the two remaining Republican slots.  Banking appears to be a moderate committee – Calderon, Parra and Vargas have established reputations as relatively pro-business Democrats.  Calderon is new to the chairmanship, so any insight into his particular style of running a committee will require a few months of observation.

In the Senate, banking and insurance issues both fall under the jurisdiction of the Banking, Finance and Insurance Committee.  Senate President Pro Tempore Don Perata formed this new committee just last month by merging what had been separate banking and insurance panels.  A ten member committee, it will split six Democrats to four Republicans when a current vacancy is filled.  Jackie Speier (D – Hillsborough), who had chaired the Insurance Committee for four years, leads this new committee.   Liz Figueroa (D – Sunol), Alan Lowenthal (D – Long Beach), Kevin Murray (D – Los Angeles) and Jack Scott (D – Altadena) join her in the majority.  Dave Cox (R – Fair Oaks) serves as Vice-Chair along with fellow Republicans Jeff Denham (R – Merced), Dennis Hollingsworth (R – Murrieta) and Abel Maldonado (R – Santa Maria).  Senator Speier is one of the more ideological members of the Senate – and often takes on insurance and financial interests – but she generally manages to avoid rampant partisanship.  She’s fair, and her staff is fair – all interests get heard.  Just as important, she rarely tries to force fellow Democrats on the committee to adopt her position; more moderate members generally feel free to vote differently than she if they disagree on the merits.  Given this – and given the reality that the Assembly Insurance Committee sometimes operates as a check on the greater ambitions of its Senate counterpart – Norwood & Mattoch clients should continue to do fairly well in this venue.

ATTORNEYS SUE TO BLOCK PD SCHEDULE
It wouldn’t be an edition of This Week In Sacramento without a section on workers’ compensation.  In a harbinger of a litigious 2005, the California Applicants’ Attorneys’ Association filed suit this week to block implementation of the newly promulgated Permanent Disability rating schedule.  Acting on behalf of the named plaintiff VotersInjuredatWork.org – a recently formed advocacy group that, in all likelihood, will serve as a front for the attorneys – CAAA argues that the new PD schedule violates both the Labor Code section 4660 standard that the schedule promote “consistency, uniformity and objectivity” and the constitutional requirement to “cure and relieve” to the extent possible an industrial injury.  The essence of the complaint is that the schedule, and its apportionment of benefits, lacks an empirical basis.  The suit names as defendants the Department of Industrial Relations and its administrative director, Andrea Hoch.

An early measure of the intensity of the political fight over the PD schedule will come the first week of February; that’s when Director Hoch is scheduled for a confirmation hearing in the Senate Rules Committee.  Gubernatorial appointees to positions that require Senate confirmation can serve for up-to one year prior to Senate action.  Hoch was appointed to her current position on April 27, 2004, meaning she has just over three months left in office absent Senate confirmation.  Labor and the applicant attorneys may decide to oppose her confirmation as an expression of opposition to the regulations.  If they do, expect the Rules Committee to block confirmation.  

COMMISSIONER CAMPAIGNS FOR LOW-COST AUTO
As predicted in last week’s Perspectives issue, Insurance Commissioner Garamendi has begun a campaign to expand the current low-cost auto insurance program.  Garamendi held a press event this week to trumpet SB 20 (Escutia), legislation sponsored by the California Department of Insurance that would repeal the 2007 sunset on the current low-cost program now operating in San Francisco and Los Angeles counties.  The measure would, in addition, expand the program to Alameda, Fresno, Orange, Riverside, San Bernardino and San Diego counties over the next several years.  The program offers minimum-limits coverage to drivers meeting income and other eligibility standards for approximately $350. 

Broker Disclosure Regulations

The debate regarding the development of proposed regulations and/or statutory changes relative to disclosure of producer compensation or the imposition of new fiduciary duties on producers goes on.  The NAIC continues to receive input from virtually every facet of the industry about ambiguities inherent in its model language as adopted on December 29, 2004.  In addition, NAIC commissioners have begun to consider additional language – suggested by the New York and California departments, primarily -- that would impose certain fiduciary duties on producers. 

In California, despite much confusion, the Department’s original proposed regulations are still in play.  Just last week, the CDI general counsel Gary Cohen hosted a meeting of insurance representatives for what could be described as a workshop to explore alternative ideas on producer disclosure.  The meeting produced no concrete proposals or recommendations and ended with a department request that the industry, within 2 weeks, produce some recommendations. To deal with this request, industry representatives formed a subcommittee to develop some talking points for use in future discussions.

The status quo regarding broker disclosure and fiduciary duties leaves both sides in a precarious position.  A strong legal argument can be made that the department lacks the statutory authority to go forward with its proposed regulations or, for that matter, any regulations which would mandate new or additional duties on producers in these areas.  Virtually all of the written and verbal testimony submitted to the department over the past month repeatedly stressed this point.  This position makes it somewhat awkward for industry representatives to discuss any proposals or alternatives short of statutory changes to the insurance code.  The department, on the other hand, is currently in the middle of an official regulatory proceeding and must make some decisions in this context.  The department could pull back its proposed regulations and start over, amend the current proposal and take additional input from the industry, or proceed with the current proposal.  Going forward with the current regulations would require the CDI to respond formally to all of the testimony submitted by opponents before submitting the regulations to the Office of Administrative Law.

At this point in the debate, both sides likely realize that the legislature will ultimately resolve these issues.  The Capitol is just now seeing its first steps of legislative activity, with only a handful of bills of any kind introduced so far.  At this writing, there is no legislation on the topic of broker disclosure or fiduciary duties, although it would be safe to assume that the department and various segments of the industry will have bills introduced before the February 18th deadline for introduction of legislation arrives.  
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