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Data Call Issued On Multi-Family Housing

Last year AB 421 (Steinberg), legislation that requires the Insurance Commissioner to study commercial residential property insurance and report his findings to the legislature, became law.  This week the California Department of Insurance issued a data call to all property and casualty insurers licensed in the state to report on this line of coverage, its first step in producing the AB 421 report.

As defined in AB 421, commercial residential property insurance includes property and/or liability insurance for multi-family housing in five (5) or more units.  The data call requests that any P&C insurer that offered this coverage at any time during the years 2000-2004 provide information on its underwriting standards, the number of application received, policies in force, non-renewals and cancellations issued, as well as premium, claims and loss numbers.  The department also asks each carrier to indicate whether it continues to offer or renew this coverage.  

Insurers have until April 29, 2005 to report.  The Commissioner by law must present his study to the legislature no later than July 1st of this year.   

No Progress On Letter Of Inquiry

Past issues of This Week in Sacramento told of the letter of inquiry that the California Department of Insurance sent in late January to several hundred insurance producers asking each for a list of clients, copies of “marketing materials,” and information on employee compensation.  (See the February 28th edition for an analysis of the legal issues that the CDI request presents.)  The letter set March 4th – this past Monday – as the deadline for response.

For the last five weeks IBA West legal counsel Steve Young, in consultation with attorneys and representatives of other producer trade associations, has negotiated with department lawyers in an attempt to achieve certain assurances that the department would treat any information provided pursuant to the letter as confidential.  Based both on the substance of his conversations and the willingness of the CDI staff to negotiate, Young believed some compromise might be achieved.  This week CDI general counsel Gary Cohen put an end to any such optimism, declaring that he did not believe that the department had the legal power to promise confidentiality.

With the deadline to respond passed and negotiations ended, the ball now rests in the department’s court.  Some producers may have responded to the letter of inquiry; those that chose not to respond likely will receive a subpoena early next week from the department.  In an odd way that gives producers some advantage, as the Government Code affords certain confidentiality protections to information provided under subpoena that do not apply to information given in response to a non-compulsory letter of inquiry.  Expect updates on this subject in future TWIS issues.

Workers Compensation Bills Flood The Capitol… Again

It just won’t go away. After four years of major reform, tweaking California's workers' compensation system remains a key topic on lawmakers' agenda. 

More than fifty workers' compensation bills have been introduced this session in the Assembly and Senate. These bills cover the spectrum, ranging from suspension of temporary disability benefits, treatment for workers who leave the state for more than two weeks, tightening of insurance requirements for roofing contractors, small group self insurance, insurance rate regulation to doctors' fees.

It should be noted that many of these bills are “spot bills” or placeholders for future legislation that may well rekindle the debate over workers’ compensation reform. 

Several of the recently introduced proposals seek to finish the job or “clean-up” last year’s SB 899 (Poochigian), which was the result of extensive negotiations between legislative leaders and Gov. Arnold Schwarzenegger. Many workers’ compensation experts believe clean-up legislation is necessary, while others wish to undue a number of the reforms contained in SB 899, including the new medical provider networks and the proposed permanent disability regulations. 

Senator Charles Poochigian (R-Fresno) – author of the Governor’s reform bill in 2004 -- has introduced four new bills, among them measures that would extend anti-fraud funding for local prosecutors, permit state employee unions to participate in an ombudsman program to resolve disputes and allow small and midsized companies to create their own self-insurance consortiums. 

Sen. Richard Alarcon (D-Sun Valley) has reintroduced a proposal to establish price controls on workers' compensation insurance rates in the form of SB 46.  Labor leaders, applicant attorneys, and some Democratic lawmakers have pushed for price-controls on insurance rates, arguing that the cost-cutting legislation of last year has increased insurance company profits without a corresponding cut in workers’ compensation insurance premiums. 

Business leaders, insurance experts and both Democratic and Republican legislators fear some bills could be used to turn back the changes that have attracted billions of dollars in insurance capital into California, created competition in the market with a proliferation of new start-up workers’ compensation insurance companies, prompted established carriers to return to the California market, and improved the viability of the State Compensation Insurance Fund (SCIF).  All told, last year’s reforms have produced an initial reduction in insurance premiums of 15% to 20%. 

Here’s a list of the more significant workers’ compensation bills introduced. 

* AB 82 by Assemblymember Ron Calderon, D-Montebello and SB 178 by Senator Charles Poochigian R-Fresno, are identical bills creating a Group Self-Insurance Guarantee Fund and other security requirements intended to expand the use of group self-insurance and reduce premium rates for small and medium-sized businesses in California.

* AB 191 by Assemblymember Juan Vargas, D-San Diego, expands the workers’ compensation account in the California Insurance Guarantee Account (CIGA) to include USL&H claims for all injuries on or after 1/1/2003, including injuries occurring outside California if the policy was issued to an employer located in this state; and, allows retroactive assessment of USL&H policies.

* AB 871 by Assemblymember Rick Keene, R-Chico, revises HCO regulation to make it similar to that of an MPN.

* AB 681 by Assemblymember Juan Vargas, D-San Diego, which calls for freezing a 5 percent cut in physician fees through 2010. Current law would allow the state to set new fees next year, which some fear could lead to bigger reductions. The extension would let doctors negotiate a new fee schedule without losing ground. 

* AB 1549 by Assemblymember Paul Koretz, D-West Hollywood, allows acupuncturists to become qualified medical providers and permits other specialists, such as dentists, chiropractors and psychologists, to be defined as independent medical reviewers. 

* AB 1619 by Assemblymember Johann Klehs D-Alameda, includes unions in their capacity as employers in the list of employers eligible to enter into carve-out agreements. 

* SB 538 by Senator Sheila Kuehl, D-Santa Monica, which calls for an evaluation of the new medical provider networks and health care organizations and their ability to provide adequate treatment to injured workers. Opponents fear the measure could create minimum doctor staffing ratios for networks. 

* SB 697 by Senator Nell Soto D-Pomona, adds PERS to the list of state agencies authorized to request information from workers’ compensation insured employers.

The workers' compensation debate will start heating up in early summer after insurance companies adjust premium rates for the second half of 2005. Also, the outcome of legal challenges to the new medical networks and permanent disability rules could reshape legislation. 
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