SENATE BILL No. 1273

Introduced by Senator Lara

February 21, 2014

An act to amend Sections 11629.7, 11629.71, and 11629.72 of, and
to repeal Section 11629.84 of, the Insurance Code, relating to insurance.

LEGISLATIVE COUNSEL’S DIGEST

SB 1273, as introduced, Lara. Insurance: low-cost automobile
insurance program.

Existing law establishes within the California Automobile Assigned
Risk Plan (CAARP) a low-cost automobile insurance program for all
countiesin California, until January 1, 2016, in order to provide ameans
for eligible consumers to buy automobile insurance, as specified. The
parameters of the program, include, but are not limited to, value limits
for theinsured vehicle, initial ratesetting for certain counties, asurcharge
for specified high-risk drivers, éigibility, sales commissions set at the
rate CAARP pays for private passenger nonfleet risks, cancellation
restrictions, and reporting requirements.

This bill would revise and recast the parameters of the program by,
among other things, deleting provisions that limit the initia
implementation of the program to specified counties and require the
Insurance Commissioner to make a need-based assessment as to
implementation in all other counties, deleting the repeal date of the
program, thereby extending the operation of the program indefinitely,
and deleting the limits on the val ue of an automobile that can beinsured
through the program. The bill would aso expand the surcharge and
eligibility requirements to include drivers with fewer than 3 years of
driving history, including a person who operates a motor vehicle with
a specified type of driver's license, or drivers who have not been
continually licensed for the past 3 years.
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Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the Sate of California do enact as follows:

SECTION 1. Section 11629.7 of the Insurance Code is
amended to read:

11629.7. (&) There is established, within the California
Automobile Assigned Risk Plan established under Section 11620,
a low-cost automobile insurance program for al counties in
Cdlifornia.
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(b) The commissioner, after a public hearing, shall approve or
issue a reasonable plan for the equitable apportionment, among
insurers required to participate in the California Automobile
Assigned Risk Plan established under Section 11620, of persons

residing—n—the—eounties—or—eities—and—eounties—set—forth—in
subdivisiens{ay-and-(b) who are eligible to purchase through the
program-established-Hn-each-county-er-city-and-county alow-cost
automobile insurance policy, as described in Section 11629.71.
The program shall be conducted in conjunction with the California
Automobile Assigned Risk Plan established under Section 11620.

SEC. 2. Section 11629.71 of the Insurance Code is amended
to read:

11629.71. A low-cost automobileinsurance policy for purposes
of the program established under this article shall have al of the
following attributes:

(& Thepolicy shall offer coveragein the amount of ten thousand
dollars ($10,000) for bodily injury to, or death of, each person as
a result of any one accident and, subject to that limit as to one
person, the amount of twenty thousand dollars ($20,000) for bodily
injury to, or death of all persons as a result of any one accident,
and the amount of three thousand dollars ($3,000) for damage to
property of others as aresult of any one accident.

(b) The coverage required by Section 11580.2 shall be made
available to the consumer. However, an insurer may charge a
premium for that coverage in addition to the premium set forth in
Section 11629.72. Notwithstanding the coverage amounts required
by Section 11580.2 and Section 16056 of the Vehicle Code,
uninsured motorist coverageissued in conjunction with alow-cost
automobile policy under the program, with coveragelimitsat least
equal to thelimitsof liability in the underlying low-cost automobile
policy, shall satisfy the requirements of Section 11580.2 and the
financial responsibility requirements of Sections 4000.37, 16021,
and 16431 of the Vehicle Code.

(c) Medical payments coverage shall be made available to the
consumer. However, an insurer may charge a premium for that
coveragein addition to the premium set forth in Section 11629.72.
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(d) Thepolicy shall have aninitial term of one year, renewable
on an annual basis thereafter.

(e) The policy shall cover the person named in the policy, and
to the same extent that insurance is provided to the named insured,
any other person using the automobile, provided the use is with
his or her permission, express or implied, and within the scope of
that permission, except that the policy shall not cover members of
the named insured’s household who do not satisfy the requirements
of subdmsons (b) to (e) |ncI usive, of Sectl on 11629 73.

SEC. 3. Section' 11629.72 of the Insurance Code is amended
to read:

eemm&ea&ne—tate&haﬁApFH—l—zeee—The annual rate offered
taitaly under the program for each of the-ether counties in
Californiashall be established at adate according to the discretion
of the commissioner. A surcharge, as a percentage of the baserate,
shall be added to the base rate and that percentage shall be set at
the discretion of the commissioner, if-the-rameeg-sdred-s-an
wrmarried the named insured or a resident of the household of the
named insured will be a driver of the automobile covered under
the low-cost policy, and is any of the following:

(1) An unmarrled malebetweenieheageref 19 and 24—melﬂsve
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(2) Operates a vehicle with a driver’s license issued by the
Department of Motor \ehicles pursuant to Section 12801.9 of the
\ehicle Code and has fewer than three years of driving history.

(3) Hasfewer than three years of driving history.

(4) Hasnot been continually licensed to drive for the past three
years.

(b) (1) In addition to existing premium installment options
offered by the California Automobile Assigned Risk Plan under
Article 4 (commencing with Section 11620), the plan shall also
make available to an insured under the program a premium
installment option pursuant to which an insured is required to pay
not more than 15 percent of the total policy cost upon issuance of
the low-cost policy, followed thereafter by six other payments.Ne

(2) Beginning on January 1, 2015, the commissioner may
approve or issue new installment plansin addition to or replacing
those offered pursuant to paragraph (1).

(3) No other premium financing arrangement shall be permitted.

(c) Ratesfor policiesissued under the program in each county
or city and county shall be reviewed and revised as follows:

(1) Ratesshall be sufficient to cover (A) losses incurred under
policies issued under the program, and (B) expenses, including,
but not limited to, all reasonable and necessary expenses such as
the costs of administration, underwriting, taxes, commissions, and
clams adjusting, that are incurred due to participation in the
program. For purposes of this paragraph, “lossesincurred” means
clamspaid, claimsincurred and reported, and claimsincurred but
not yet reported. In assessing lossreserves, the commissioner shall
only allow loss reserves that are estimated from actual losses in
the program or comparable data by alicensed statistical agent, as
adjusted to reflect coverage provided under the program.

(2) Ratesshall be set so asto result in no projected subsidy of
the program by those policyholders of insurers issuing policies
under the program who are not participantsin the program.

(3) Ratesshall be set with respect to the program so asto result
in no projected subsidy by policyholders in one county of
policyholdersin any of the other counties.

(4) Commencing on January 1,-2061 2015, and-anrdaty no less
than every three years thereafter, the California Automobile
Assigned Risk Plan shall submit the loss and expense data, together
with a proposed rate and the surcharge authorized by subdivision
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1 (@) for the low-cost automobile policy for the program, to the
2 commissioner for approval in accordance with this chapter. The
3 commissioner shall act on the recommendation within 90 days.

4 SEC. 4. Section 11629.84 of the Insurance Code is repealed.
5 R S5 :
6
7
8
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