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AB 303 (Calderon) Heard in Senate Banking, Finance & Insurance Committee

AB 303 (Calderon), relating to automotive repairs, was heard in the Senate Banking, Finance & Insurance Committee this week.  

AB 303, sponsored by Progressive Insurance Companies, would simply allow an insured, at his or her sole option, to assign an insurance company the responsibility to contract for repairs of the insured’s motor vehicle after an automobile accident or collision.  In addition, AB 303 provides for mandatory disclosure of the various options available to the insured, including the right to select their own repair facility or use an insurer-approved facility.  Lastly, the bill requires that the insurance company warrant any repairs the insurer arranges for as long as the insured owns the vehicle. 

As reported in previous editions of This Week in Sacramento, the purpose of this bill is to remove a provision in existing law that prevents an insurer from acting on behalf of a motor vehicle owner to arrange for the repair of the owner's motor vehicle and, in doing so, to allow Progressive Insurance Companies to offer its Concierge program in California and to allow other insurance companies the option of offering similar types of programs in the state. 

AB 303 faced strong opposition from groups such as the California Motor Car Dealers Association, Alliance of Automobile Manufacturers, California Autobody Association, Consumer Attorneys of California, and numerous individual automobile body shops. The Department of Insurance and the Department of Justice are also opposed.  

The two hour hearing was attended by all nine of the committee members.  Representatives from Progressive presented the Concierge program, how it operates and the success and popularity of the program in other states.  Committee members had a variety of different questions for the representatives.  An array of opposition witnesses raised several issues with regard to how the program would operate in California and the amount of input consumers would have in controlling the various options regarding the repair of their vehicle.  

The chair of the committee, Senator Jackie Speier (D-Hillsborough), suggested that the bill be made a two-year bill so that the concerns of the opponents and the committee members could be addressed.  Therefore, no vote was taken on AB 303 and the bill will be eligible to be heard again in January of 2006.  

Status Update of Key Insurance Bills

AB 544 (Vargas): Allows an insurance solicitor to be concurrently employed by more than one fire and casualty broker-agent and requires that all the broker-agents appointing the solicitor enter into an agreement governing how they will determine who the solicitor is working for when dealing with new customers. Specifies that if the agreement does not identify which broker-agent is liable for an act of a solicitor, all the broker-agents shall be jointly and severally liable. 

Status: Passed Legislature.  Enrolled and to Governor for signature. 

AB 729 (Koretz): Changes security requirements for a broker-agent licensee operating as a limited liability company (LLC), create specific penalties for helping others to cheat on examinations for an insurance broker-agent license, and creates  new licensee obligations to reply to inquiries from the Insurance Commissioner related to licensing or consumer complaints. Specifically, this bill: (1) grants the Commissioner the right to "summarily deny or decline to act upon" an application for license by an LLC that fails to comply with the financial security provisions of this  bill; (2) sets forth rules for reactivating an inactive license; (3) permits the Commissioner to revoke a licensee's license under the hearing procedures set forth in the Administrative Procedures Act for filing false documents to satisfy the security law; (4) permits the Commissioner to disclose on the Department of Insurance’s  website, and to the National Association of Insurance Commissioners, the LLC licensees who were revoked for filing false documents; (5) creates penalties for cheating, subverting, etc., as specified, on a licensing exam; (6) requires a licensee for renewal to, at a minimum, not only file a renewal fee, but to also demonstrate satisfaction with all required continuing education requirements, before the licensee may operate beyond the renewal period on the existing license for the 60-day period; (7) require licensees and applicants to promptly reply (within 21 days) in writing to an inquiry of the Commissioner regarding an application for renewal of a license, or an investigation concerning a consumer complaint, and would permit the IC to suspend or revoke a license, or refuse to issue a new one, if the licensee or applicant doesn't  promptly reply; (8) deletes the requirement that tax remittance forms be mailed by the Department of Insurance to surplus lines brokers, and would instead permit these forms to be posted to the Internet, but does not excuse the broker from the remittance obligation; (9) specifies that payment on a delinquent tax is to be applied, pursuant to Section 12636.5 of the Revenue and Taxation Code, as follows: (a) first, to any interest due on the tax; (b) second, to any penalty imposed by this part; (c) the balance, if any, to the tax itself; (10) conforms the complaint resolution process  (notice, timeline, remedies) about broker-agents to the process currently in place when the complaint is about insurers; (11) permits the Commissioner to publish the record of complaints against a production agency, although the Commissioner would have to give the production agency the record 30 days prior to the release of the information to the public (same rule that exists for insurers).

Status: Senate Appropriations Committee.  

AB 817 (Matthews): Would authorize the California Insurance Guarantee Association (CIGA) to receive a specified report from the California Self-Insurer's Security Fund (SISF), and would obligate CIGA to pay the cost of claims arising under specific and aggregate excess insurance policies. Claims would be covered under the miscellaneous category and be subject to a cap of $500,000. 

Status: Senate Appropriations Committee.

AB 1043 (Harman): Provides that when an insurer endorses, rejects, declines, cancels or surrenders a commercial insurance policy, gross unearned premium shall be returned to the insured within 60 business days of the cancellation or other event leading to the unearned premium, but if the policy is subject to audit, the 60 days would begin to run after the insured provided all requested audit information to the  insurer.  Exempts a commercial lines insurer from the 60-day requirement if the amount of unearned premium cannot be determined due to the insured's failure, in breach of a policy requirement, to cooperate in a premium audit, or if the amount of the unearned premium as determined by an audit remains in dispute.  Allows the insurer to refund the unearned premium to the agent-broker or premium finance company if the insurer has received an assignment agreement, but, in the case of an agent or broker, only for the purpose of paying a premium the insured owes on the same or another policy. 

Status: Senate Appropriations Committee.

AB 1351 (Vargas): This bill would institute new procedural requirements to govern the issuance of determinations by the Office of Administrative Law (OAL) that certain rules and procedures issued, used, or enforced by a state agency are invalid because they were not adopted pursuant to procedural requirements of the Administrative Procedure Act (APA).  Specifically, it would: (1) dictate the contents of a petition for an OAL determination; (2) set a time period for the OAL to decide whether to consider the petition on its merits; (3) establish publication and public comment requirements for petitions considered on their merits; (4) require challenged agencies to participate in the determination process by responding to a petition; and (5) set a time period for the OAL to issue its determination on the merits.  The bill would require the OAL to adopt implementing regulations.  The bill would also provide for the suspension of determination proceedings if an agency certifies that it will cease issuance, use, enforcement, or attempted enforcement of the challenged regulation.

Status: Senate Appropriations Committee.

AB 1424 (Saldana): Provides that the tax levied upon a surplus line broker under the Revenue and Taxation Code is a lien upon all property and franchises of a surplus line broker, and has the effect of a judgment against the surplus line broker. A lien levied pursuant to this subdivision shall not exceed the amount of unpaid tax collected by the surplus line broker. Precludes any court from entering a final discharge in bankruptcy or decree of dissolution, or any county clerk or the Secretary of State from filing a discharge or similar document by which a surplus line broker's business is reduced or its assets transferred to a new owner until all taxes, interest, penalties and costs are paid and discharged. Provides that payments against an insurer's or a surplus line broker's delinquent annual tax is applied in the following order: first, to any interest due on the tax; second, to any penalty imposed; and third, the balance, if any, to the tax itself.
Status: Senate Floor.   

AB 1640 (Saldana): Requires any insurer who issues a policy of insurance covering residential property, if it reports claims history or loss experience to an insurance-support organization, to provide the insured, within a certain period, with a specified disclosure regarding how to contact the claims information database, and to include that disclosure in the California Residential Property Insurance Bill of Rights, and on the declarations page of the policy.

Status: Senate Appropriations Committee. 


AB 1761 (Committee on Insurance): This bill specifies the obligations of policyholders and the Conservation and Liquidation Office (CLO) to reimburse the California Insurance Guaranty Association (CIGA) for claims paid by CIGA for deductibles in an insurance policy, and sets forth related obligations of CIGA, the CLO and policyholders.  States the bill is declaratory of existing law. This bill will ensure that policyholder reimbursements to an insolvent insurer for large deductible policies will be transferred directly to CIGA rather that the estate of the insolvent insurer. 

Status: Passed the Legislature.  Enrolled and to Governor for his signature. 

SB 2 (Speier): Makes various changes to the regulation of homeowners’ insurance including (1) requiring the curriculum committee within the Department of Insurance to make recommendations to instruct fire and casualty and personal lines broker-agents in the proper methods of estimating the replacement value of structures, and of explaining various levels of coverage; (2) requiring, in the event of a covered loss relating to a state of emergency, coverage for additional living expenses shall be extended for a period up to 24 months from the date of loss and subject to other policy provisions, except that an insurer may not have a policy provision that limits the maximum coverage for additional living expenses to a time period of less than 24 months (the extension herein provided shall not act to increase the

additional living expense policy limits in force at the time of the loss); (3) requiring an insurer, in the event of a loss under a homeowners’ policy for what the insured has made a claim for additional living expenses, to provide the insured with a list of items that the insurer believes may be covered under the policy as additional living expenses; (4) making an existing earthquake and catastrophe mediation program permanent (currently scheduled to sunset January 1, 2008).

Status: Assembly Appropriations Committee. 

SB 20 (Escutia): Would, as of April 1, 2006, extend the low-cost automobile program to the counties of California Alameda, Fresno, Orange, Riverside, San Bernardino, and San Diego and would make expansion to all other counties in California subject to the Insurance Commissioner’s discretion. Program outreach shall focus primarily on those counties which have the highest number of uninsured drivers either the highest percentage of uninsured drivers either the highest percentage of low income individuals. Requires the Commissioner to establish the annual rate offered initially under the program for these counties, and to adopt regulations to extend the program to these other counties.  The rate for each county would have to be actuarially sound, as specified. Extends the sunset date for the low-cost automobile insurance program for Los Angeles and San Francisco counties from January 1, 2007 to January 1, 2011. Makes certain other changes to the provisions governing the program, including raising the cap on the vehicle value that can be insured under this program from $12,000 to $20,000 and specifying only 2 policies per person may be purchased under this program.

Status: Assembly Appropriations Committee. 

SB 150 (Escutia): Provides that, as of July 1, 2006, with respect to a declination,

cancellation, or nonrenewal of an individual homeowners’, auto, life, health, or disability insurance policy, the insurance institution or agent responsible for the decision shall provide the specific reason or reasons in writing at the time of the decision, except as specified.

Status: Assembly Appropriations Committee. 
SB 192 (Scott): Requires every insurer or other person transacting insurance to develop and use written suitability standards to determine whether the purchase or replacement of any (fixed or variable) annuity contract is appropriate for the needs of the applicant or annuitant who is 65 years of age or older. Requires an insurer that markets annuities to reject an application to purchase an annuity if it determines that the applicant or annuitant does not meet its financial suitability standards, as specified. Sets forth criteria to be applied in developing these standards, including, but not limited to, the criteria that the standards must take into account, such as the  senior's insurance needs and goals including, but not limited to, his or her age, tolerance for risk, financial sophistication, ability to pay for the annuity without  liquidating other assets, goals and needs for the annuity, whether the annuity replaces another and whether  this is necessary, his or her need to have funds readily available, his or her tax status and Medi-Cal eligibility. Requires the insurer or agent to make reasonable efforts to obtain the information set forth, and allows the insurer or agent to request that the applicant provide additional information if needed before issuing the annuity. Requires the insurer or other person, and the agent, selling annuities to use the suitability standards to determine whether to issue an annuity to a senior. Requires the insurer or other person to reject an application from unsuitable senior investors. Requires the insurer or other person to report specified information about sales of annuities to seniors to the Department of Insurance.

Status: Two-year bill.  


SB 518 (Kehoe): Requires an insurer to provide, free of charge, a complete copy of an insured’s current insurance policy or certificate within 30 calendar days of receipt of a request from the insured.  Requires, in the event of a covered loss relating to a state of emergency, coverage for additional living expenses shall be extended for a period up to 24 months from the date of loss and subject to other policy provisions, except that an insurer may not have a policy provision that limits the maximum coverage for additional living expenses to a time period of less than 24 months. The bill would provide that that time limit shall not act to increase the policy limits for additional living expense. Enacts several provisions relative to public insurance adjusters and insurance adjusters. 

Status: Assembly Appropriations Committee. 


SB 706 (Ortiz): Expands the regulatory authority of the Insurance Commissioner of the Department of Insurance to impose fines prior to a cease and desist order and facilitates the involvement of the IC in civil causes of action filed in the name of the People of the State of California.  Permits the Commissioner to impose a monetary penalty, pursuant to an order to show cause, upon a person unlawfully acting without a license, registration or certificate of authority, and with intentional or clearly negligent disregard for the requirement for a license or registration.  Grants authority to the Commissioner to issue a cease and desist order and to impose a monetary penalty, pursuant to an order to show cause, upon a person who aides or abets in the unlawful act of an insurance agent or broker acting without a license, registration or certificate of authority who does so with intentional or clearly negligent disregard for the requirement for a license or registration. Provides for a monetary penalty of the greater of five times the amount of money received by the person acting in an unlicensed capacity, or $5,000 for each day the person acted in an unlicensed capacity, but only if the conduct was intentional or clearly in negligent disregard for the license  or registration requirement.  Provides that in an action in which the Commissioner proceeds, the Commissioner shall be entitled to reasonable attorney's fees and costs in addition to any judgment, regardless of the date the judgment  is entered.

Status: Assembly Appropriations Committee.

SB 840 (Kuehl): Universal health care bill. This bill would replace private health insurance in California with a new state program under which all sate residents would be eligible that would be the predominant payer of most health care services.  

Status: Passed Assembly Health Committee.  In Assembly Rules Committee pending further committee assignment. 

Legislature Recesses for Summer Break

The Legislature will recess for their summer break today and will not reconvene until August 15th.  Today is the last day for policy committees to hear and report bills to their respective Appropriations committees.  When the Legislature returns, they will have a little over a week to hear all fiscal bills and report those bills to the Floor of each house.  Once all measures are to the Floor, each house has until September 9th to pass bills.  The Governor will have from September 9th to October 9th to sign or veto bills passed by the Legislature.    
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