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Senate Banking, Finance & Insurance Committee Takes Up Assembly Bills

The Senate Banking, Finance & Insurance Committee met this week to hear its first set of Assembly bills.   

AB 493 (Frommer) amends current law regulating Multiple Employee Welfare Associations (MEWA) that establishes permissible investments of MEWA trust funds. Current law allows a MEWA to invest a portion of its assets in excess of reserves and surplus in mutual funds.  All other assets, such as claim reserves and statutory surplus, must be held in cash or fixed securities. AB 493 would allow a MEWA to invest in bond mutual funds as an alternative to investing in individual bonds for surplus and reserve investments. The bill would also authorize investments in corporate notes, bonds and preferred stocks with excess funds and clarify current law that a MEWA may invest excess funds in equity mutual funds. 

Technical amendments were taken in the Senate Banking, Finance & Insurance Committee to clarify that the reserves must be mutual funds that hold investment grade.   The bill, as amended, passed the committee with a vote of 11-0.  The bill will be heard next in the Senate Appropriations Committee. 

Also on the committee agenda was AB 544 (Vargas), legislation that would permit an insurance solicitor to be employed by more than one fire and casualty broker agent, provided that the employing broker-agents have entered into an agreement to determine on whose behalf the solicitor is working when dealing with new customers for purposes of assessing liability for the actions of the solicitor.  

The author accepted an amendment that would require that the agreement between the employing agent-brokers be filed with the Insurance Commissioner at the same time as the notice of appointment of the solicitor. As amended, AB 544 passed the committee with a vote of 11-0.  The bill will be heard next in the Senate Appropriations Committee.  

AB 873 (Bogh) is one of three bills currently moving through the legislative process that would require an insurer to provide a customer with a copy of his homeowners’ insurance policy, upon request.  This bill would give the insurer up to 30 days to respond to the policyholder request, 60 days if the loss at issue occurred in an area in which the Governor or President had declared a state of emergency.  

The Senate Banking, Finance & Insurance Committee has previously passed two other measures—SB 2 (Speier) and SB 518 (Kehoe)—which include similar but not identical provisions.  Assemblyman Bogh agreed that he would reconcile the differences between the bills (SB 2 follows the same 30/60 day formula but SB 518 allows only 21 days to respond under any circumstances) before continuing to move the bill forward.

Insurance Commissioner Campaign Beginning to take Shape
With the 2006 primary election a full year away, it’s a bit early to offer any campaign prognostications.  That said, one event this week lent a bit of clarity to the race for Insurance Commissioner.  Senator Abel Maldonado, previously rumored to be running for Insurance Commissioner on the Republican side, filed campaign papers to run for State Controller.  That reduces the field of serious GOP candidates to two: 2002 nominee Gary Mendoza and hi-tech entrepreneur Steve Poizner.  Waiting for them on the Democrat side is Lieutenant Governor Cruz Bustamante, the only active candidate so far in his party.

The lineup of candidates likely will change between now and the beginning of next year, when the campaign will begin in earnest.  While all three candidates profess a commitment to making this race, other political opportunities could entice them to change course.  In that same vein, it’s possible that the Insurance Commissioner’s race might attract candidates now thought either to be interested in other offices or not interested in running statewide this cycle.  To handicap this race a more definite scorecard needs to be developed.

Special Election Time
This might be old news by the time you read it, but Governor Schwarzenegger is expected to call a special election for his political-reform initiatives by the close of business June 13th.  That’s the latest date that any special election could be consolidated with the November 8, 2005 elections set for many jurisdictions throughout the state.   

If called, the special-election could prove to be quite unruly as up to seven measures could be swept onto the ballot.  Recall that the Governor backed three initiatives affecting legislative redistricting, budget spending authority and teacher tenure respectively.  He’ll wage a campaign for his measures with an overarching governmental-reform theme.   It might prove difficult for Schwarzenegger to control the debate, however, as four other  initiatives, two coming from the political left and two from the political right, could also qualify.  These “non-Schwarzenegger” proposals touch on the hot-button issues of pharmaceutical pricing, the minimum wage, parental notification when a minor seeks an abortion, and public-employee political contributions.  

Future editions of This Week in Sacramento will detail the precise shape of the special-election ballot.
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