AMENDED IN SENATE JUNE 25, 1998
AMENDED IN ASSEMBLY APRIL 28, 1998
AMENDED IN ASSEMBLY APRIL 20, 1998
AMENDED IN ASSEMBLY APRIL 2, 1998

CALIFORNIA LEGISLATURE—1997-98 REGULAR SESSION

ASSEMBLY BILL No. 2732

Introduced by Assembly Member Miller

February 23, 1998

An act to -add—Seetion—185405 @wmend Section 1857 dhe
Insurance Code, relating to insurance records.

LEGISLATIVE COUNSEL'S DIGEST

AB 2732, as amended, Miller. Insurance recordsata
adwsory—eemnﬁu%tee—eﬂ—mdﬂs%wde—mpeﬁmgnmlttees

Existing law requires every insurer, rating organization, or
advisory organization, and every group, association, or other
organization of insurers which engage in joint underwriting
or joint reinsurance to maintain certain specified records and
information relevant to their operations and the operations of
their members. Existing law requires that these records and
information be made  available to the Insurance
Commissioner at all reasonable times for specified purposes.

This bill would delete rating organizations from the scope
of those requirements and woul@stablish —the—bBata—=¢Call

Advisery—Coemmittee data advisory committeedo assist the
Department——eof—surance——ir——obtaining——hdustrywide
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AB 2732 —2—

reporting—of—records—and—information—as—may—be—+equired by
the—eommissioner—from—time—to—time—under—these—and—other
previsieRs commissioner, in  making special calls or in
establishing statistical plans for one or more lines or types of
insurance, to make available records required to be
maintained by insurers or advisory organizationsThe
advisory —eemmittee committees would be comprised of
certain specified members and would be required to review
all  proposed industrywide requests for records and
information by the commissioner, and, within 10 business days
after receipt of each proposalauthorized to advise the
commissioner as to certain specified factors relating to the cost
effectiveness and feasibility of the proposal.

This bill would also authorize an insurer to fulfill its
recordkeeping and reporting requirements under these
provisions by reporting required records to an advisory
organization, as specified, but would prohibit the recipient
advisory organization from providing an individual insurer’s
information to another insurer, person, or organization,
subject to certain exceptions.

Existing law governing rates and rating and other
organizations makes it a crime to willfully violate any of its
provisions. By adding a new prohibition within these
provisions with regard to the provision of individual insurer’s
information by advisory organizations, this bill would expand
the scope of an existing crime, thereby imposing a
state-mandated local program.

The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated
by the state. Statutory provisions establish procedures for
making that reimbursement.

This bill would provide that no reimbursement is required
by this act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes

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

1 SECHON1—Section—185705-is—added—to—thelnsurance
2 Codetoread:
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SECTION 1. Section 1857 of the Insurance Code is
amended to read:

1857. (a) Every insurer——rating——erganization or
advisory organization and every group, associatiam
other organization of insurers—whidhat engages in joint
underwriting or joint  reinsurance shall maintain
reasonable records, of the type and kind reasonably
adapted to its method of operation, of its experience or
the experience of its members and of the data, statistics
or information collected or used by it in connection with
the rates, rating plans, rating systems, underwriting rules,
policy or bond forms, surveysor inspections made or used
by it so that -suehthose records will be available at all
reasonable times to enable the commissioner to
determine  whether —sdch that organization, insurer,
group or association, and, in the case of an insdrer or
rating—organization every rate, rating planand rating
system made or used by it, complies with the provisions
of this chapter applicable to it. The maintenance—efsuch
those records in the office of —a—liecensed—ratingn
organization of which an insurer is a member or
subscriber—will shall be sufficient compliance with this
section for any insurer maintaining membership or
subscribership —suchthat organization, to the extent
that the insurer uses the—ratesating plans, rating
systems or underwriting rules ef—suctthat organization.
—Sueh The records shall be maintained in an office within
this State or shall be made available for examination or
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—5— AB 2732

inspection within this State by the commissioner at any
time upon reasonable notice.

(b) There are established data advisory committees to
assist the commissioner in making special calls or in
establishing statistical plans for one or more lines or types
of insurance to make available the types of reasonable
records that subdivision (a) requires insurers, and
advisory organizations to maintain and make available.
No advisory committee shall have any authority to veto,
amend, or alter any request for the reporting of records
or information by the commissioner, but shall only
provide advice to the commissioner relative to methods
and efficiency in the collection of records and
information as set forth in subdivision (c).

(c) Each advisory committee shall review all proposed
industrywide requests for records and information by the
commissioner at least one time but shall not review
substantially the same request made on a recurring or ad
hoc basis in the future; and no later than 10 business days
after receipt of each proposal may advise the
commissioner as to both of the following:

(1) Whether the desired records and information are
already available in other forms or are being maintained
by one or more insurance advisory organizations that may
be able to provide the records and information to the
commissioner on a more efficient and cost-effective basis.

(2) Whether the format and contents of the proposal
are likely to elicit useful information and make
recommendations as to changes in the format or contents
of the proposal.

(d) Each advisory committee shall consist of the
following members:

(1) The commissioner or his or her representative.

(2) A representative of the department's statistical
unit.

(3) No more than three representatives from advisory
organizations operating under this article that maintain
insurer records for the lines or types of insurance that are
the subject of the call or statistical plan.
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(4) Three representatives from various sized insurers
chosen by the commissioner that underwrite diverse risks
for the lines or types of insurance that are subject to the
call or statistical plan.

(5) A qualified consumer representative chosen by the
commissioner.

(e) Each advisory committee shall meet
telephonically. Members of an advisory committee shall
receive no compensation.

() An insurer may fulfill any obligation to maintain,
record, or report information under Article 6.5
(commencing with Section 1857.7) by reporting records
required by subdivision (a) to an advisory organization
that maintains the insurer’s records with those records of
other insurers and reports the aggregate records of
insurers to the department according to reasonable
schedules approved by the commissioner. The aggregate
reports shall be made available by the commissioner for
public inspection at the department, but shall not disclose
the information of an individual insured, insurer, or
insurer group.

(g) Upon a request made in conjunction with an
insurer's  pending rate  application, the  advisory
organization shall send to the commissioner the
information in its possession regarding the individual
insurer that Article 6.5 (commencing with Section
1857.7) specifically requires to be submitted with those
filings.

(h) Except as otherwise permitted or required by this
section, no advisory organization shall provide an
individual insurer’s information to any other insurer,
person, or organization, other than rates, rating systems,
and rating plans that have been filed with the
commissioner and are available for public inspection at
the department.

(i) The commissioner may adopt rules necessary to
implement this section.

() Nothing in subdivisions (b) through (i) shall be
construed to affect either of the following:
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(1) Any authority granted to the commissioner under
this code to obtain aggregate or individual insurer records
from advisory organizations or insurers.

(2) Any industrywide data reporting requirements
and standards that might exist in this chapter.

SEC. 2. No reimbursement is required by this act
pursuant to Section 6 of Article XllIB of the California
Constitution because the only costs that may be incurred
by a local agency or school district will be incurred
because this act creates a new crime or infraction,
eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section
17556 of the Government Code, or changes the definition
of a crime within the meaning of Section 6 of Article
X1l B of the California Constitution.

Notwithstanding Section 17580 of the Government
Code, unless otherwise specified, the provisions of this act
shall become operative on the same date that the act
takes effect pursuant to the California Constitution.
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