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Homeowners Insurance Legislation Update

SB 2 (Speier), as introduced, proposed to: 1) create new pre- and post-licensure education curriculum for agents and brokers; 2) permit homeowners to submit  claims for additional living expenses for a period of not less than 24 months after a declared state of emergency; 3) require payment of 85% of policy limits for personal  property in a primary residence without an inventory after a total loss caused by a state of emergency; 4) make the earthquake and catastrophe mediation programs permanent, and make other related changes; 5) require that software used to represent to a consumer the replacement value of a home be approved by the Department of Insurance; 6) prohibit an insurer from submitting a report of a claim to an insurance-support organization without first giving a copy of the report to the policyholder, unless the report is of a suspected fraudulent claim.  

After months of negotiations with the author, Norwood & Mattoch, and other insurance associations, the last two provisions of the bill (5 and 6 above) were removed from the bill.  The bill was also substantially reduced in scope.  

In its current version, the bill: 1) starting January 1, 2007, prohibits a homeowners’ insurance policy from containing a provision for maximum additional living expenses (ALE) of less than 24 months in circumstances where a state of emergency has been declared; 2) requires insurers to provide a list of acceptable ALE items to consumers; 3) makes a mediation pilot program funded by insurers permanent and makes other minor changes to the program; and, 4) requires the curriculum committee of the California Department of Insurance to make recommendations regarding continuing education courses relative to the proper methods of estimating the replacement value of structures and determining the appropriate levels of homeowners' insurance coverage. 

SB 2 passed the Assembly this week with a vote of 56-22.  The bill now returns to the Senate for concurrence of the Assembly amendments.  

Another bill which addresses claims reporting and information is SB 150 by Senator Escutia.  SB 150, as introduced, would: 1) in the event of an adverse underwriting decision, require that an insurer always explain to an applicant, policyholder or individual proposed for coverage by a policy of automobile, homeowners' or other insurance sold to individuals why the person was not underwritten for insurance; 

2) require that insurers not base adverse automobile insurance or homeowners' insurance underwriting decisions on personal information obtained from an insurance-support organization, unless the insurer obtains the following: a) the date of loss; b) whether the claim is open or closed; c) the relevant covered peril and the description of the specific cause; d) a description of the property damaged or the liability incurred; e) the address of the damaged property, if applicable; f) in the case of an auto claim, the determination of fault, if applicable; g) the monetary amount of damages paid or, if open, reserved; h) if known, a description of the repairs completed or other status of damages; and 3) prohibit insurers and agents from submitting information about automobile and homeowners' insurance coverage to the insurance-support organization unless the submission includes the information in #2 a - h, above.

Due to strong opposition, the aforementioned provisions were removed from the bill.  In its current form, SB 150 requires insurers to provide consumers with a specific reason, in writing, for a declination, cancellation, or non-renewal of homeowners', automobile, life, health, and disability policies. The bill also requires that medical record information related to life or health insurance policies is subject to specified disclosure requirements. Implementation of these provisions would become effective July 1, 2006. 

SB 150 passed the Assembly this week with a vote of 46-33.  The bill now returns to the Senate for concurrence of the Assembly amendments. 

SB 518 (Kehoe) addressed many of the same issues as SB 2 (Speier).  This bill, as introduced, proposed to 1) require homeowners' insurance companies to submit loss data by ZIP Code twice per year; 2) require provision of a free copy of an insurance policy within 21 days of a request by a consumer; 3) grant 24 months of additional living expense coverage after a state of emergency; 4) extend the statute of limitations under a homeowners' policy to 24 months; and, 5) make various changes to the statutes governing public adjusters. 

Negotiations with the Department of the Insurance and the author have resulted in numerous amendments to the bill.  In its current version, SB 518 would: 1) require, after a covered loss, all insurers to provide, free of charge, a complete copy of an insured's current insurance policy or certificate within 30 calendar days of the insured's request (provides, however, that an insured that does not experience a 

covered loss shall be entitled to only one free copy of his or her current policy or certificate annually, upon the insured's request); 2) provide that, in the event of a covered loss relating to a state of emergency, additional living expense (ALE) coverage shall be for a period of 24 months, but shall be subject to other policy provisions, provided that any extension of time shall not act to increase the ALE policy limit in force at the time of the loss (this provision would not take effect until January 1, 2007); 3) authorize the Insurance Commissioner to modify the disclosure form in homeowners' insurance policies and to modify the Residential Property Insurance Bill of Rights when so requested by an insurer; and, 4) make various changes to the laws governing public insurance adjusters.  

SB 518 passed the Assembly this week with a vote of 77-0.  The bill now returns to the Senate for concurrence of the Assembly amendments. 

AB 873 (Bogh) also addressed the issue of providing homeowners with a copy of their homeowners’ insurance policy.  As introduced, this bill would require an insurer to provide an insured with a copy of his or her homeowners' insurance policy within 30 calendar days of receiving a request from the insured, or within 60 calendar days of receiving the request if a state of emergency has been declared by the Governor or President.  

Assemblyman Bogh, being aware of the other bills that included similar requirements, agreed to amend his bill to conform to whatever timeframe was decided upon by the industry and the other authors.  AB 873, as amended, requires an insurer, after a covered loss under a fire insurance policy, to provide the insured with a free copy of his or her policy within 30 calendar days of receiving a request from the insured. It would allow the Insurance Commissioner to extend this period. The bill would also provide that an insured that does not experience a covered loss shall, upon request, be entitled to one free copy of his or her policy annually.  

AB 873 is awaiting hearing on the Senate Floor. 

AB 1640 (Saldaña), as introduced, would require an insurer, if it reports homeowners' insurance claims history or loss experience to a claims information database, to provide the following disclosure:

"This insurer reports claim information to one or more claims information databases.  The claim information is used to furnish loss history reports to insurers.  If you are interested in obtaining a report from a claims information database, you may do so by contacting: [name of claims information database, toll-free phone number, and web site]."

The measure specifies that this disclosure be provided at the time an insurer provides a claimant with a notice regarding the Fair Claims Settlement Practices Regulations.  

In its current version, AB 1640 requires each homeowners’ insurer, when acknowledging receipt of a claim, to notify the claimant that it reports claims history or loss experience to third-party databases, along with information on how the claimant can contact the database.  In addition, AB 1640 mandates this same disclosure under two additional, pre-claim circumstances.  First, AB 1640 requires insurers to add the above disclosure to the “California Residential Property Insurance Bill of Rights,” which insurers circulate at policy issuance and periodically thereafter to provide insureds with a listing of their rights under a homeowners’ insurance policy. Secondly, AB 1640 also requires insurers to add the above disclosure to the policy declarations page, which details each insured’s coverages.

It is our understanding that the required disclosure on the declarations page will be amended out of the bill before it is sent to the Governor for his signature. AB 1640 passed both houses of the Legislature and was enrolled and sent to the Governor for his signature or veto.  The Governor has until October 15th to sign or veto the bill.  

Lone Workers’ Comp Bill Goes to Governor

Last week This Week in Sacramento reported that there were five workers’ compensation measures that were still moving in the Legislature.  This past week has spelled the death of four measures.  

SB 1023 by Senator Joseph Dunn (D-Garden Grove), the only measure still in play, would require an insurer or self-insured employer that fails to comply with a final order or award of the appeals board within 10 calendar days, when the employee returns to the appeals board to enforce the order or award, to pay the employee $2,000 for the first enforcement action and $5,000 for the second and each subsequent enforcement action.

The Senate voted 23-14 on Wednesday to approve the Assembly amendments to SB 1023, which was the last legislative action necessary for passage.  The measure now goes to the Governor for his signature or veto.  As stated above, the Governor has until October 15th to sign or veto SB 1023. 

Over the last two weeks, other workers’ compensation measures that were still active in the Legislature were regulated to the Suspense Calendars of the Appropriations Committees or the Inactive files in both houses.  Reportedly, the reason the remaining bills were sidelined was because Democratic leaders are planning to introduce a larger package next year that would “soften the blow” of SB 899 (Poochigian), the reform bill passed last year.  

© 2005 Norwood & Mattoch

All Rights Reserved

admin@nmlobby.net
916.447.5053

