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-- Senate Committee on Insurance, Claims 

Our 

time. With 

Senator 

every-

, Senator Cecil Green; to my left, Senator 

have come for 

where we are 

all, that since the voters 

in California have 

absolute veto power that the 

block legislative reform efforts no 

full rate regulation in California 

exception two 

voted for is to take 

November 8th, 

insurance 

tr 

exists. The have 

expect 

deal with those issues at this hear come 

few companies who have violated the of ion 

their existing In the that we gave out this 

dated December 13 from our committee staff that deals with the five 

refused to renew in the area of auto insurance. I can best 

the fourth "The Court's announcement that the 

ition 103 is now effective makes Travelers withdrawal 

non-renewal of automobile insurance 

ile insurance icies 

this 

staff, I've talked to 

the action to date 

unlawful and clear 

it ion, . , '"here 

from another company 

would be when the b 

t 

icies relat to those subsidiaries 

Travelers will on our 

the opinion of 

to renew 

cornment 

Insur

exist-

and 

of 



, it those companies to, at that time, 

to renew; number two, it 

insurance from another 

company to pay the increased premium; and, number three, it 

were 

that 

it re

a penalty as-

of up to fif percent of the premium amount ... for a company the size of Travelers, 

assessment of $25 million,,, and, then, the company is back in 

it still has to deal with the of those 

makes it very clear that at least in the area insurance a company 

refuse to renew for the three reasons stated in it 1 of 

material misrepresentation affecting the or insured; or substantial 

hazzard insured against. A blanket non-renewal under those 

, therefore, I concur with the staff report that the Trave-

unlawful. We will deal also and hear from individuals who have had 

some with increases of up to or in excess of one hundred of 

amount since the election. Obviously, the intent of the voters was not to allow 

the 

11 deal with it. There is 

is to have to 

that' been 

I'm introducing legislation in the Senate. His 

in the event that his legislation does not take feet in 

issue and, 

Pat Johnston 

a freeze on rates; 

in premiums subsequent to the election, that that will be 

company 

lared to be 

will be required to effect return that money their 

ion provisions kick in 

comments .. Our order of business will be to first hear the Insurance 

hear from, on the Travelers I ve 

author of Proposition 103; then, individual insurance consumers and consumer 

, from the insurance company trade associations. if you choose 

immediately after the Commissioner we courtesy 

accordingly. Roxani, you were ect yours 

members of the Press C~rp. for a brief period this before 

.. , I won't say they treated you gent didn't, but that s the sort 

us who are in public office learn to live with as part of the process. 

and some bad news for you ... we have a verbal from Counsel 

ition 103 and the Court, 

of the current term running 

to remove you as Insurance Commissioner 

the ion for the next two years, until an is 
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in, I say 

to find the seat a b 

that have 

103. One of the reasons that we 

this morning is to you the oppor 

and job 

have the 

statements 

nTJo"or, and I'd like to ask you 

that 

and I asked you the 

should commit to 

and sworn in in 

remarks to, 

, the Chair is yours 

the committee will have 

103. 

Thank you, Mr. Chairman this 

ever heard from you ... 

do 

Well it was a combinat 

I 

no intention 

is 

have received 

lementation 

insurance 

each 

and 

are areas you want 

to 

must say, 

t 

asked me 

to come 

and, 

re-

worse 

to ask you 

commit-

then, 

of 



there. And what we have been hear 

about ions 103 

ion came 

but most of the time the ... most of 

questions that we continue to get, 

are What 

and offers ... or 

cancellat 

the rollback, and two 

We 

ac ninety 

consumers want to know 

or 

can be trans

notices, 

So, I think 

concerns about insur-

into 

was all kinds of communications from the market that were but a recent 

take them on a basis ... we took one 

very few exceptions that we re go 

as usual. I am certain that 

ic or sort of 

different to report 

new customers 

Insurance Code that this 

customers the same kinds 

And 're t 

what other actions the 

was the case of Coastal 

advised at the t 

then, very 

facilit 

show us that, 

the market 

it's not 

The 

you at your 

one of 

accept our 

to do and now 

as 

feet, 

offer

any 



it wanted to withdraw from the State of 

f auto .. , 

dollars a year business in other areas .. , 

That is the case now. 

re all 

, we bel 

may very well be a 

with us. 

three other cases that arose ... 

what we felt was 

new customers with more expens 

Farm has gone for a hear , Safeco has 

not write any new bus 

ion you asked was what 

s review of insurance increases 

of 

have 

if 

case of , Safeco and 

ional insurance 

current cus

' Geico has told us that 

these 

988 as 

any classifi-

, that has most rate increases that did occur 

The State has reviewed them. There were 74 fil that were made with the 

Insurance. There were 11 orders of iance that were sent out. Most 

up. I that be up before the end 

we will be to you with a full at of 1989. 

been in the cases of the orders of 

excellent 

reimburse 

those areas where the 

from some 

000 to their 

full report 

, remained 

action, so far 

to do with it. We 

whose customers became 

carriers. But 

is at I 

for, When it is 

is full 

say 

to 

com-

of situ

able to 



do is 

lers , but it has ~v~hat 

go back to the company and come to an understand ... if that is what 

we have to see what 

applications for rate increases that may have been filed in accordance 

ions? 

to say that, 

see it, Fourteen 

of ion 

this 

however two 

ied for increases 

to the court s 

, have withdrawn their application. The twelve remain at the 

leas , as of yes 

us know a 

Could I 

, and anyone can see them 

for you to our committee with a copy of 

Sure. We will be do that and I do want say for the 

two First of from s of the 

to be dated because, no matter what , whether or not we 

provisions, those numbers were as of a certain date. would, 

as of another date. the other that would like to 

, not going to be anything that we would be for 

had no idea what we would be 

the ion of 

for so I do want to make that 

ion 103, those parts of it that the 

we have been as of the date when the has lifted 

we are, as a matter of fact, 

the Governor's office, to the 

will be to 

our resources ... 

into a mode where we are 

in order to determine 

the ition. 

that as a result of the rate re-

1988 and we have now a new rate division 

fil Insurance which is char 

and, bas 

ge areas that you 

narrower issues that 

want to know about. 

material mean 

I 

the 

it is premature for us to say exact 

- 6 -
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to monitor 

The other area that you 

affect the withdrawal 

0 

is 

th 

the cancel

do not. Those 

le can

the 

confi-

at 

come 

exces

tandard out 

ion would 

that 

and 

all 

are used 

ines. 

look 



the and from the standpoint of the of , we don 

allows banks to start act However, we do be-

indeed sell insurance with a that there are certain sections of 

that were not addressed by Proposition 103 and which may possibly be negating its 

We have received a legal opinion from the Banking Department as to the effect of 

current law and we're looking at that right now in order to determine 

that of the Proposition can become self or whether 

to you first. The ion of 103 will be done in ... with 

tools ... sometimes it will be a bulletin; sometimes 

There will be plenty of public hearings and the only thing that we 

of the fact that so many of these areas are so new and different 

any emergency regulations into effect. We would to have 

first before commiting ourselves one way or the other. I have finished all 

ions that your staff has asked about. 

Let me zero in on what I think are some of .... and I appreci

us the overview and the completeness of your response ... Let me focus in on 

are some of the key ... the key issues of concern. It would appear as an over

insurance companies that in the early days after the Proposition's 

indicated that they were going to defy it, have retreated, some quicker than others. 

in the field ... especially in the field of auto, seems to be 

to hear from them ... we're going to hear from one of their 

not happy with State Farm either ... 

Pardon ... 

I'm not happy with State Farm either. 

I agree. State Farm is at least their exist 

with State Farm is that are to implement a two-tier 

to put into effect rate increases by switching people from 

who would normally qualify for the preferred company to a 

structure. We have one of our proposed pieces of legis-

that would specif deal with that it 

underwriting ines which is what State Farm has done 

the rate regulation provisions of Proposition 103 and that is a of 

office may want to look at in terms of dealing with that 

With respect to the non-renewal, which I m focus in 

is if you have 70,000 people out there... how many? 

- 8 -



GILLESPIE: 25,000. 

Pardon me. 25,000 people out there 

have a snowball effect if other 

s non-renewed, 

s follow suit;and number 

can create a panic in the market where you have 25,000 people who are out desperate-

for insurance and, therefore, driving up rates. With to the action of 

agree with our staff analysis that the action of Travelers is unlawful 

refused renewal at a time when Proposition 103 renewal and their 

refusal does not fall into any of the legal three that can refuse 

auto insurance policy for, and presuming that you agree that they've acted un

action has your office taken or is your office going to take and do you feel 

would be in going after them to have in effect the we've 

Senate Bill 103, that would require, in this case or any company that violates Prop 

to renew, to require that they offer their policyholders a renewal, if they 

different company, you pay them a hundred percent of the increased premium 

your office the authority to levy a penalty assessment of up to fifty per

amount. 

GILLESPIE: I would like to say something for the record as far as the 

case is concerned. The Travelers is basically a diversified company. They write 

automobile policyholders when taken as a whole and, in all frankness, Senator, 

has found and what was glaringly clear when we reviewed the rate filings 

, is that the diversified companies have not been particularly successful in the 

automobile. It appears that specialists have done a far better job so I do want 

ive, even though Travelers is, at this point, the only company 

us that are not going to ... or .. there could be another one possibly in 

now they're the only ones that are telling us that will not re-

see this as a very horrendous debacle for the people of California. I feel 

to do is implement the statute and what it tells us is that they have to 

therefore, the normal course of action if they continue with interpreta-

re us they feel that the statute is unconstitutional,is to issue a 

ist and go to court on that basis. I'm assuming that they will then mandate 

withdraw the cease and desist and we will be to court. And, I sus-

very well be an area where we will probably be ting an answer sooner 

ROBBINS: Oh, I suspect, in every area we're going to get an answer sooner or 

sooner that we prefer rather than the .... rather than the later. 

GILLESPIE: And you and I really agree on that ... particularly, from our stand-

difficult to be challenged ... we like to get done. 

- 9 -



ROBBINS: Yes, absolutely. Now, under Proposition 03, there is a procedure 

if to stop writ auto make contracr 

company to assume 

icies. Travelers clearly has not done that. 

Not at this point ... 

... Now ... Therefore, you agree that 

GILLESPIE: Yes ... Yes, Senator ... I do . 

ROBBINS: ... Your Department has the author 

IE: Yes we do. 

ROBBINS: Okay ... Are you going to issue one? 

GILLESPIE: Yes we are. 

ROBBINS: When are you going to issue it? 

GILLESPIE: Probably early 1989. 

with respect 

have acted 

to issue a cease and 

Why will it take until 1989? The is, mean, when you 

terms of percentages of the whole market, it's a quote, unquote a small problem. 

the telephone calls that your Department has had. If you're one of those 

Oh ... , I agree with you ... 

ROBBINS: ... who have been set adrift ... 

GILLESPIE: I agree with you ... 

... into the murky seas of to get auto insurance 

I know, it's not an easy time 

... just before Christmas ... it is a 

and believe me, the that 

been told that their non-renewed ... that they re non-renewed, 

do a yeoman's job in order to those policies. so I couldn't 

There is the possibility always that companies change their minds, 

this process, and that could very well happen too, so we 

to change their minds ... 

But don't you think ... 

You'd like to see something dramatic before Christmas? 

Well ... don't you think their inclination to their minds 

if you set a firm date for filing the cease and desist and ... if in so, 

- 10 -



that it's a and individual are 

GILLESPIE: I'm sure we could do that, Senator. 

Would you like to set a date? ... 

and ... do you feel it would be 

• Travelers will know and 

with 

you what 

the passage of Senate 

their obl to the individual well, to 

assessments of up to of 

Senator, you're have 

wasn't in print, is it in 

excuse me. I have to read 103 ... 

int now? 

a .•. 

You have 

you with 

Miriam has a copy ... 

copy ... 

... my understand I could a ... 

was that your office al-

... and that may very well be the case ... 

We would ... a 

have a conscient 

a ... we would like to have 

aspects in which your office 

a do 

Senator, you know our 

until 

aware 

Insurance 

Governor cannot remove you 

ect to the old 

've been 

of office and cer 

ions we as are 

the concept of Senate Bil 

and the way the tment 

checked with the Governor s 

passage 

, the 

ions. You ... 



• also can choose not to and won't 

. . . so 

Senator Robbins, before you leave this 

the law ... 

sometime 1 

. , .no, .. 

GREEN: ... If someone s a house 

No .. that's not it at 

No ... No ... , Senator, she 

ile a cease and desist order and she advise 

unders that, 

that, when someone is 

two or three weeks or a month later 

Senator, we are 

.•. that the answer 

Senator, we have 

letter have us 

say it a ... at 

under way .•. 

I 

of unders 

Yes, and the process is 

... Just so to 

to 

been 

that order in 

it now ... 

... I get the 

else ... 

if you would, I find 

the 

a ... 

what 

law ... And I 

ified Travelers; 

is 

a cease and desist. 

a person of what re 

cease and 

ie 

sometime 



her, then she said that 

Well I misunderstood ... 

you will set 

Senator Robbins consis 

which is that 

is your response as a 

reiterate 

Governor and the 

I have 

And 

up now I have been 

of 

as far as 

that I am 

1 re 

a firm 

file 

Now, 

the 

let 

on by 

roll

or 

now what I 

to be 

concerned, 

or the 

at least a 

of the Adminis-

the 

have 

vote 



was in of the rate rollback, you have no real option except to come before the court 

very few 

But, you re 

either 

to a 

counsel, appear to present that 

a little disappointed that you're not 

with the court. But 

to take your new found 

until the Governor off dow"TI a 

you should take. You don t want to be in the 

from Proposition 103 and on rate ions in insurance 

to wait until the Governor's office sends down an instruction 

to rule. 

don't and as 

, right now, have the wish to be. 

A ... but you are and it's a ion to have to take ... 

I hear you, Senator, and, you know, I 

, it's premature for me to comment. 

Mr. Chairman? 

Senator 

what you're 

Ms. is in the San Francisco I mean the Los 

that she beleives her career was stunted in the m~le dominated 

's a woman. Here's your chance to make insurance a woman dominated in

for 

appreciate the comment, Senator. 

let me go on to clarification in one other area .•. No, 

to go to clarification in one other area unless the other 

have other for you. What I'm to do is let you 

noon with the date when the cease and desist order will be 

Senator Green, ·any other t ions? 

the I would have is a little comment on the cease 

law broken, that law should be Your tool 

desist and that's the point I want to out. 

Without... we 11 then go on ... , , thank you ... to the 

wants to elect to switch with them on the 

No, Senator, I'll 

. Let me ask Adler come forward who is a constituent 

Fernando and, either was or is I don't know what the effect 

let 

come forward. Good 

ask Press, the Vice 

Move over, so he can sit next to 



their chairs next to each other we don' want at dis-

ions without 

Adler to tell us your 

effect or has the expiration date ? 

No ... no, it expires 1/15 and I'm one 

talked about that would be lef a debac 

ion where I either 

and then to it 

are in control of my 

notification of termination on the 

the mail. The ... 

ROBBINS: What day was that? 

of 

Travelers 

that the 

, without a 

I can, 

Travelers now 

with Travelers 

Cour 

A ... last Thursday, I believe. Without the calendar, I not sure of 

ion of arrived at the same question 

for them to have sent out a termination notice. This notice of 

due to a risk, or not due to bad states ... 

environment in the to 

line businesses the state. 

, and I 11 pass it around so you can all see, is a letter me 

cancelled my life or health insurance with Travelers, my automobile 

to my agent and she said she'll and find 

as of this date, she has not. I have three 

uninsured underinsured motorist rule 

if I can it at 

or I can sell my car 

hundred 

take 

been that should be allowed 

ions: can drive 

the State of California; 

increase of the 

argu

write other insurance in 

to write auto 

elect to 

State to do business if 

That s one of the I have 

feel can' do business then, what 

them come back to the State 

mean, I think they have to take the 

should 

there 

be a 

insurance 

with the bad and 

group of 

in 

back in . 

. . . was the renewal ... was their 

ident, 

conviction, any major traffic violation? 



ADLER: Not to my knowledge because there states 

cl 

ADLER: The letter that accompanies that says you like 

notice ... 

take it for f 

that you've these 

can refuse 

substantial increase in the hazzard based upon 

material 

not. 

And have you in 

not. 

You sent ... You've 

Yes ... as a matter of fact 

Mr. 

Yes, I'd like to offer a 

to the concerns 

which you put forth 

than three pages and I 

which we are 

was 

them. 

make your statement 

? 

and 

to 

some 

Have you en-

is renewal 

and one 

some of 

our current 

for 

while you're the Insurance Com-

her office and, in the 

to file a cease 

of 

to renew 

insurance but 

your company's book 

my 

Please. 

you. We d like 

103 

$ 

iend-

assess

ion. 

988, 



passenger automobile, and will consider iness in those 

ial 

we 

because of what we feel are positive steps 

is ion 

iness. We 

the California Supreme Court 

103's rate rollback and its decision to rule on the constitution-

measure And, after our 

our California and 

103 and will continue to work a 

As I said we took on December 

op

to Cali

• however, does 

to withdraw from the 

that process and we are not 

passenger market. We 11 

new 

Travelers believes that the automobile policies it is in the process of non-renew-

Proposition 103. These 

the law and renewal rights are 

icies were issued at a time when 

the law existed prior 

ition 103. We indicated at your November 18th 

Wait •.. just a second ... Well, 'd like to ask ... 

I just inish ... I' d ust 

whole flavor, I'd just ... would you inish . 

the .•. I'm more than half way •.. Just let me finish. 

Just let me ask you one ion ... about what you just said. 

what you've said? Is it the position that Travelers is 

of ition 103 do not your 25 000 icies that 

date of the election? 

is what our is 

can go into more detail. We indicated 

market share in passenger automobile in 

From 1985 87 the it for 

income on reserves and tax 

just 

your November 18th 

California less than 

insurance 

credits was 

is 

of $1 million. No could argue that this return is suf-

we take. 

Could you repeat those numbers please'? 

From 85 to 87, I have a copy of this statement 

that to you ... 

... Miriam if you' of statement 

Should I go on or should I ust .... 

Just you'll just 

the 

Yeah .... from 85 through 87, the it for our automobile insurance 

investment income on reserves and ·that of credit was 

of $154 million. Our of ion 

17 -



rate rollbacks and regulatory measures indicates would in i-

losses. For would 

.7 Such losses are 

with a prospect of losses on that scale. The argument that because Travelers 

company, it can absorb continued losses in one line wrong. Over the 

state be That 

iness sense. One line 

across the nation to subsidize the 

of California to subsidize 

may have heard that 

least order to 

cannot ask 

anymore 

in other states. And I 

them to write business at a loss thereby request 

write 

in 

subsidize other policyholders. So 103 is 

ROBBINS: Which ... which insurance commissioner have been to to 

that? 

I haven't prodded anybody ... This is the Commissioner in Iowa and I'd 

you with a copy of his statement made NAIC 

's that would be of interest We 

California consumers that the cost of automobile insurance is but i-

not way to sensibly get premiums down. To lower rates without 

costs is an incomplete and faulty solution. The way to deal with ris-

is to focus on the causes of such increases. medical 

litigation or repair costs. We continue to be anxious and 

committee, other legislators, the 

effort to reduce the factors that 

consumer groups, 

These 

to be all of our mutual well , effective solutions 

add here that is icable 

with the characterizat 

That is not our 

and wouldn't to but we will 

all applicable laws of the State of California ect, of course, to 

of those laws to like 

sorry that you find 

felt it necessary to take 

tain. Not from your 

of across 

line. And, again, I want to I m 

this kind of circumstance because 



fact of what we re the 

Senator, can I to that? 

don 1 t... you 

Travelers owes the 

for the residents of 

in 

with the 

and you are not. You are 

• you have violated 

over 

and 

we are shareholders 

The other is 

you have violated 

you 

that, you violated 

to take but we 

one 

ieve, 

. Press will take 

it. 

, the resi

therefore 

automobile 

other 

the bad 

sup

lowed to 

That's 

ime, 

be 

have 

the 

be-

state. 

it 

it-



undertake in this .•. under 103. 

I' be to talk to 

let me ask you, Mr. Press 

... Is this on? •.. 

... let see I 

ion is, is that the renewal 

that were in effect the 

don 

hear 

other ies 

affected 

Travelers 

ion 103 do not 

? 

ROBBINS: If you follow that , which I have to be honest sounds like 

Alice in Wonderland, to its conclusion, then renewal 

not apply to any of the insurance icies of any company that were 

8th. Is that correct? 

Until the first renewal. 

And, therefore, s with to auto 

I don't know the answer to that. didn t write it ion 103 ... 

had in mind. All I know what our ... 

Isn't it reasonable to conclude what had in mind pass a 

you're to renew unless 

that you're required to cut rates 

had in mind? 

We have some contractual r 

and I think that's 

air. 

On the rate rollback 

haven't ruled on 

forward ... 

•.. and 've said 

has said that all of the 

says s 

all in effect ..• 

• . . but 

think had 

into one of three very dis-

... Isn tit 

Senator, that shouldn't be 

we feel about it I that's 

on .... 

or 

that 

the other 



not to Travelers? 

ROBBINS: Mr. Press, I understand your position. The Insurance Commissioner 

California who is the person vested with the 

respec 

with the insurance 

same chair you re sitt 

at this time are unlawful, that 

cease and desist 

she had intended 

are in violation 

author , who has 

s been criti

Commissioner has 

agrees 

California law, 

in her office 

what date she is to issue the cease and desist order. 

over 

Isn't it 

from that that your company is not firm 

insurance 

Commiss 's act and as said 

habit of 

ies. 

relate to 

with laws and orders~ however, we would 

of ion of 

, 12 companies, have filed with the Insurance Commissioner for 

from the provisions. To be honest, a number of those are in 

insurance over yours. A number of have lost money in 

$ 

company has made, while you consider it a very small amount, your 

on auto insurance over the last few years. 

000 on $ million in 

, that's a lot better than ion of a 

money over the last three years and when you say your its that 

that an allocat 

true... I don 

It would be safe 

set aside in reserves? 

I would assume that whatever 

Pardon? 

wnatever would be 

And if you ve been 

then your it may be 

reserves ... Correct 

information wLth me. 

say that there's tens of millions of 

is set aside ... 

in for 

than the $700 and 

We to be accurate in the sett 

generous. 

of our reserves; not to 

1 -



the 

to 

But have estab than 

$ 

plays out that way. 

11 just say one and then turn other committee 

Court your company 

all 

rate rollback. 

were 

may rule that you're correc 

has lifted with 

law when you're refus to renew? 

refuse to follow the law. 

I not sure that s the 

s different 

have 

you're 

say there's a law 

akin to the ivil isobedience of 

that Travelers Insurance has 

but that's a different you re 

the 

the law. 

the law when the 

is in effect, and you re 

Senator, as I said before 

said the s 

ion that that 

to the actions we are and I've said that t 

ion in 

... that 

ion. 

Well. it's the most absurd 

I'm 

The 

differ all the time 

I suppose that 

were 

don' 

this This 

insurance. Is that 

sorry Senator 

I I sorry but have 

insurance .• the 

non-renewal, you 

Yes. 

ion I 

a 

ever heard someone 

that 

? 

view at 

because 

to 

don t have 

guess 

a little bit 

insurance, 

is 



RUSSELL PRESS: The non-renewal, at this point, to insurance We 

? 

indicated earlier in the statement 

and coT~ercial coverages we 

we 

not 

renew and we are going to reinstate those notices that went out in advance or went 

Not too many have gone out because would have ... these non-renewals wouldn't 

the end of the new year. 

At one time, you wrote errors and ommissions coverage for pro

in California. Do you do that anymore or 

PRESS: I don't know how much of that we write now, Senator, I don't ... I'm 

of that we write but whatever we re writ 

those areas. 

But, no new ones that area? 

No, I didn't say that. We will entertain 

, you know we're 

ications for new 

lines as well. Just not passenger auto or commercial auto for 

The ... what about a ... now, life insurance isn't affected? 

That's true. 

And medical insurance is not fected 

That is true. , I don t see any benefit to 

from other markets. It's been our feel 

steps 

to 

the that have gone that businesses to have the oppor-

itable or unprofitable business as they see fit. This seems to me that 

the way American business works and it to be able to work that way. 

Well, the problem is then is you have like this here 

her recourse? I mean, she doesn't have a recourse. 

PRESS: I understand that but we have a contract that allows us that renewal 

to seek coverage elsewhere and s the way we've been writ our 

103 that in some way and app to icies at some 

what we have to live with and I that I think is 

a itive market California has been one of the most 

in this country and it's done very well without a lot excess 

about. In fact, a recent in with 

made the point, raised the question with some of the of 103 

has some of and 

What makes them think that 103 is gonna make it any better Cali-

I read ..• I heard about the hear but my reaction that was 

are lot further out of touch the 

3 



and the County Supervisors and the are ... get the mes

environment all once '11 be very 

RUSSELL PRESS: No, he is very concerned and he's concerned because have an 

there where they have strict rate controls have an assigned 

different. 

because the private market hasn t been interes there ... 

Yeah, but they don't have the that Senator Robbins is 

had the law that Senator Robb is about may be able 

well, I don't know about his state .... I 

I know, but we're not 

103 ... 

PRESS: Well ... it's close. Prop 103 is very close. 

ROBBINS: Okay, thank you ... I would appreciate it if you wouldn t mind remain-

noon cause I wanna ... I'd appreciate if you'd be here when we get date from 

Commissioner on when the cease and desist will is your 

PRESS: I'm sorry, Senator? 

ROBBINS: I'd appreciate it if you would remain unt noon you'll be 

the date from the Insurance Commissioner on when the cease and desist order 

your company. 

Senator, if we get such an order we will 

it in court. 

You have those 

your to go into court... one in 

103, you can apply to the Commissioner for an 

to the fact that there is a 

want renew, you have 

another insurance company to the 

with it t to our 

tee is in 

committee is ect 

ies 

ion or for relief, 

03 where, if you 

make contract

Mrs. Adler and the 

The one thing we've ected to the fact that your company alone 

has refused all the reques of this committee Insurance 

the law and to renew your exis automob insurance icies. 

we with what the conduct of your company has been. 

Well, thank you very much for the present ition. 

it and we'll continue to cooperate with the committee and its deliberations. 

and there will be a company here t 

Someone will be here ... I may I 



ROBBINS: That s fine Thank you very ve 

to renewals ... renewal on automobile insurance icies do not 

that were in effect on the date of the tion. The floor is yours. 

ROSENFIELD: It's hard to understand how what 

mind when wrote 103. All you have do it states 

what Travelers is is ... it s ... 

it's Travelers that we have to say is ... still read the election re-

their hands anymore to determine carry 

and what kind of mess re gonna make 

over. That's really upsetting and it's upset 

away 

to see 25,000 consumers who 

t's very by Prop 103 be so brazenly treated. 

, let me talk a little bit about the b picture here for moment. 

Court's action last week, percent of 103 

United States in the area of insurance; however, 're 

One is the rate rollback; the immediate ief 

after years of excessive rate increases and the abil 

fee . 

any 

which 

consumers 

consumers to 

organization to their interests in insurance matters 

, the courts and the Department of Insurance. We will not 

not cease f for that rate reduction. We're very confident that 

will it into effect. 

to talk a little bit about the 

that the Insurance Commissioner 

agree and 

to t 

the Commissioner is 

whatever that 

Commissioner has got to be 

of 

with to 

that mentioned the oral opinion 

were from the 

act 

b 

Commissioner s 

and I Governor 

go the Insurance 

the Governor 

State's Supreme Court to 

to the Court that in 

all of 103 Instead 

past that 

the Governor is behind the initiative, that 

not interfere with the will the 



insurance 

now? jus because the voters 

should they not be entitled to have the S 

which is iwmediate relief. So it 

let the Governor off the hook no matter what ... 

to see that ... Leg Counsel, if they've put it into writ 

ROBBINS We have asked for a written 

Commisioner. 

With respect to what the 

've heard sounds ... It's just not 

, think the Insurance Commissioner should 

There are 25,000 

Voter Revolt Office in Santa 

in the State of California who are 

us don't read the ... read 103 or 

immediate enforcement. At the same time, I 

ion of all of 103 inc 

1 for the Commissioner to add 

t 

ted official demand 

don t 

Governor 

far 

that 

the 

calls 

hundreds 

some of the insurance 

tat ion 

ioner to 

that states 

think it's 

what, for and to whom so that 

information can determine where they should go. If have been treated 

should be able ... the Commissioner 

11 know where to go to find that 

a t 

The Commiss 

she them out, they sound good but we would urge her 

, much more to prevent abuse. 

also mention ... or to the 

with 

election 

much more 

tion 

almost all the companies took und ir 

would go into effect which would unlimited insurance increases under 

reduc some rates. There dur-

the insurance 

had been sent a notice 

pre-103 laws which were bas 

she's mentioned that 

close doors. There has 

to find out whether 

tead of four hundred thousand ... we 

that when the Commissioner 

26 -

think, 

All 

of 



on. I want to mention a few of the other 

addressed. , . should be 

now exemption 

effect now 

ioner 

the 

data, which I mentioned a moment ago; in effect now is the 

ted to get for a group insurance 

of their choice, same 

effect Brokers for the first 

their commissions which 

group 

on in-

tremendous opportunity today to among brokers for the for 

their own rates. The intervention 

the for itizens 

All those options need to be 

So, too, does the establishment 

into effect in November of 1989 which 

books and prove they need all future ra 

approval The 

in November 89. The 

insurance rates with dr 

ions at the 

was 

the insurance 

increases into 

discount for 

factors that will turn the of insurance into a reason-

implemented by the Insurance Commissioner over the weeks and months 

go into effect in November ; and, that agrees 

unconstitutional about ion, 

of that must go into effect as , exernp-

I have here corn-

Commissioner demand 

rollback. Now, I'm not 

hours; as you 

insurance excels 

're really not. Its a ... 

about their presence 

t made public til just a few ago 

can work the process 

and, in fact, some of the 

under which the Insurance 

least, consider the 

have told the 

have to reduce their rates since 

have 

the merits of those 

Insurance first 

was wrong number two it 

1 

aug

those 

face 



short, the focus in our mind really shifts now to the of Insurance and 

Commissioner ie's miss 

ive b t 

of consumer rights under Prop 103, and that is what Voter Revolt intends to moni

the next months, not the statements, not the press releases, not the promises, 

the Commissioner and others as 103 

for the opportunity to appear here 

Thank you very much. You ve caused of 103 

caused a transformation in insurance law in California. Prior to the passage 

every legislative e.:l:fort to have the Commiss rates or 

defeated. The basic insurance law of the 

Commissioner had the authority to intervene on rates if, ,insurance com-

too low and had the authority to intervene to make sure the rates were in-

t the solvency. That's all changed. The Insurance is 

new mission and the way they do business has a ittle bit and, ly, 

more. Senator Green. 

GREEN: Thank you, Senator Robbins. I think for me 

on 103 ... 

ROSENFIELD: Thank you, Senator 

comment 

GREEN: Last year, as you remember I a bill to make elect a 

Your bill did do that and what better boss does Commissioner have or any 

State than the people. I think that's where we' down the 

office should be, as you have said, a very 

been in the past because it has been, and you heard Ms. 

to Governor's office for direc for 

ROBBINS: She said she belongs to the Governor. 

GREEN: and she belongs to the Governor well, now she 

California and 're the best 

two years, by the way I read it she will be 

held and, if that Department does run as 

'm certain she wouldn't be looked at as 

if she will come out from under the shield 

administration. 

She and the Governor have the 

to earn the tremendous anger and 

decision their choice. 

I'm happy to see that it 

the 

to the people 

ie here 

to the people 

there for sure 

and you be 

I look-

with 

heroes 

the voters of i-

and it vJill 

the thumb of the Governor of the State of California no matter who it is. 
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ROBBINS: Okay, thank you very much. Next 

We have assured each ... 

come forward. We asked ... 

of is indivi

and Bea

the individual 

that they're welcome if they want to state the name of their insurance company 

ve had a problem with; they're also welcome since in many cases they have a con-

relat with the insurance without 

name of the insurance company and that we will 

it. Let me first ask Mary Bess and then 

ask them the name unless 

Mrs. Gurkewitz to 

us each, take a few minutes and tell us about your individual problem with 

Thank you, Mr. Chairman and Members the lived in the 

in a mobile home for the past nineteen years. I had the same job as 

secretary in Burbank for eleven years. I'm a stable person. I drive a 1986 Buick 

has gone up from $1184 to $1808 since last June. I had no tickets, I've 

in over thirty years of driving. I could not afford those kinds of pay-

of that, I've had to go on isk with no coverage whatsoever on my 

that is $880 a year and I have not one dime of coverage on my car as of tomorrow 

GREEN: Your policy has been cancelled? 

No, it wasn't cancelled. I could not afford to renew it at that 

GREEN: ... the rate increase was so much that ... 

It was so much, I was an offer to conditional extension of my 

stated in this letter that it was because of ion 103 that had 

and I just simply cannot pay that ... those kinds of I sup-

20,000 a year, you have other to do besides pay car insurance so I 

GREEN: So, you're one of those that find without insurance because 

did in their rate increases after 103? 

Yes, my was due to and I could not 

I had to go on ass risk, ust the minimum the State 

after tomorrow. 

Thank you for coming out this 

Thank you, Hr. Chairman. 

that 

My 

Mr. Chairman and Members, my name is Howard Gurkewitz and this is 

We're both retired, live in North 

Hartford. Hartford is the 

insurance for retired Our 

both took the defensive dr 

minimum of a ten percent discount. 
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AARP which advertises as 

records are clean, no tickets or 

course called ive Al 

I guess to we 



heard earlier, we should be very grateful that our insurance came before 103 went 

Our insurance was renewed on the twentieth was ortunate 

renewed .•• the unfortunate part was that twelve month 

, we went to $1714 which figures to approximately an increase for 

reason except that Proposition 101 was on the ballot. This is the only reason 

the increase for the insurance 

So in other words, you had no tickets no claims? ... 

HOWARD GURKEWITZ: on our records ... as a matter of fact, my wife hasn't had 

a test with the DMV for twelve years. She has been automat renewed as a good 

ROBBINS Have you asked your insurance company ication on the 

percent increase? 

HOWARD GURKEWITZ: Yes. I called them and their response was that ... how did 

Their in the state have been very bad but that was all I was a .... on 

of that, I .•. since I am retired, I have a little time to do a little research and I 

minimum of fifteen other insurers, whether it be or direct insurers, at 

teen. I had several responses of where you are which was unheard 

for anyone to tell you we can't compete, stay where you are. This was the essence of the 

response. There was only one insurer who came close to the Hartford rate but their quote 

six months and I saw the handwriting on the wall and, since theirs was a six 

rate, I I'd better pay a couple of dollars more and, at least, have it for 

months until this mess may be cleared up within the year. 

SENATOR ROBBINS: Well, if you don't mind, we're to write to your insurance 

as to the justification for the percent increase and Mrs. Bess, 

write to your, if you don't mind, we're 

to ask for justification on their f 

to write to your insurance com

rate increase. 

thank you all for coming before our committee Vincent Schaub ... 

leave the one chair in the middle s have the rest of the seem 

wheelchairs. Mr. Schaub, as I understand it, your company is in the business 

contracts with our various governmental to provide medical rides for 

that your insurance was renewed for $101,000 and that 

a increase to $346,000. I don t want to state the case for you, 

the situation and Seargent, • you the move 

with their wheelchairs in case want to say 

be speaking or will you be the person speaking? 

SCHAUB: I will be speaking unless you will have some 

about five hundred trips a day for people who essent 

and have to go to hospitals and doctors offices for out-patient 

Mr. Schaub, 

for the other 

are confined 



this for a period of about twelve years and I invited few these 

event that you have some quest as 

for our people. And we have had insurance on the Assigned 

for three years with the same company and we received a notice of renewal in 

• in June of 1988 for $101,000. In July we received a confirmation of 

because of a few equipment 8 the became 000. Now 

of renewal. On October 20 received add it notice of 

was searching for an explanation for that one and that on 

I received an insurance increase of $247,763 more. Now am not too sure how 

bill is. I don't know. I have three four here I don't 

adds up to, but it could add up to ,000 or which is camp 

the State reimburses me for or the City of Los Angeles reimburses me for to 

these clients of ours to the hospitals and medical clinics. 

the Assigned Risk Program in California, and I would 

to do a couple of things. One would be to make a 

this problem that we have here because these 

like to take 

who 

need this trans-

alive. The second problem that I have here with the 

insurance. We find out that we have had accidents. We find out that we have 

but the problem is that we have had reserves on this pol for three years 

momentum one way or the other. The reserves just sit there. And frankly, 

reserves are extremely high and when settlements come in on the reserves ... 

ten or fifteen percent of the reserved amount ... so the picture looks 

it is as you had mentioned earlier in other 

for some loss control from insurance like to make a 

like to make a that some of the false claims that we some 

and response from them. We know 

what we want is help in 

are false. 

our 

It is vital to the community, it is vital to the 

situation that should be looked into. 

Well, obviously if you have had a 

is a substantial amount. Let me 

what type of medical needs do you 

ternative do you have if Mr. Schaub's 

you with medical transportation. 

here. This transporta-

and I real feel 

increase from $110,000 

who are here with 

to the doctor 

able to continue 

GARLAND: You mean he can't no longer the medicine for us ... to 

this what you 

ROBBINS: Well, what type of medical needs you need the ion 

ternatives, if any, do you have to be able to get those needs - the 
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, if his company is unable to continue in business. 

Well, without him 

husband ssed stroke 

away. 

PERRY MC GEE: May I say something? 

, if you will hold the 

Senator Robbins and the tee I am 

with heart condition, h blood failure 

have dialysis three times a week without fail ... or else ect myself 

with 

been with Medi-Ride for two and one-half years 

And, under those conditions I have been able 

would me extend my life. I am 67 years old, 

have 

obtain the kind of 

t 68, and there 

else in life to enjoy, except ing that threatens that is of 

and I can readily understand how unwarranted increases in ion 

to go out of business. 

to with and were 

not be able to part ... so that is my 

Thank you very much. 

Medi-Ride - I have been with them for about years now and am 

Medi-Ride I don't know what I 

trouble and I got several dif 

it don't be for them don' 

to the doctor or out 

times a week. And sometimes 
1 t know what I would do if it t 

I 

I ever met for old 

are about the best that I 

on time and 

- would be in 

best services I have ever 

sir. 

thank you ... 

And forgive me, sir. 

no other way and 1 

certain time - they are 

and they load you on 

you back and put you 

have 

had 

and 

in 

- 32 -
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ife. 

... because 

other 

don' 

which I 

don't 

it is 

service ever 

I 

t 

very careful 

When 

to 

what 



ROBBINS: Well, I certainly don't want to to come tell that 

to come and pick in 

company 

since Mr. Schaub's ... since the needs of your company do involve a 

ituation I will not even wait to write to your insurance company. I 

with them this afternoon to obtain from and 

since, obviously, it involves your work of 

this to or 

like to be on it. But we and 

the commitment of this Cornnittee that 

be done and we 

much for coming before our Committee. 

Thank you, sir. 

ROBBINS: Let me ask Nate DiBiasi, who is union ive, to come 

Naman who is the president of a company and Bud Wilson who is 

from Northern California. Please tell us individual 

with insurance 

BIASI: This is somewhat broader don ... well 

this way. My name is Nate DiBiasi 

Warehousemen's Union. I have a few short 

I am with the International 

to make as the insurance relates 

earn a living, as you know, in the State of California it is essential 

ile. In order to look for a job in the State of California, an automobile 

In fact, one of the main questions that most applications ask: "do 

s license?". And the , and have been up there a 

the years have enacted all 

... which f 

the State of Cal 

ime, it also gave the insurance 

to bother them. While 

were pressured to 

of ion to 

for all intent and 

dr a 

imited power set their 

that men women 

back some of their wages 

benefits ... or, and to start at minimum These same 

the same time were their 

a little bit of a raise, 

that raise. 

understands that insurance 

life and reasonable 

are needed. 

its is 

are part of 

some chance, 

life. 



its, willfully arrived at are 

blame on the 

in f 

you didn't. And when you did listen, 

and 

at 

comes a veto. 

same time for years, we were 

rates. didn't listen. 

, and it ust so 

else. At 

comes the Governor - you good 

are 

103 is going to be in limbo for some time, espec of it, But 

owe it to the consumer 

consumers until the Cour 

think, but at least we would appreciate if you would say to us ... and I would say 

insurance companies - if there are still some 

that the customer is always right, but the 

here 

of the business 

you may not 

agrees 

the customer is always right. I would suggest to the insurance to 

like it. 

word before you s me, 

copies of it. But espec 

like to ask is did the insurance 

and the consumers were going to 

tha you 

s Senate Bill 103. The ques ion 

s believe that the State 

to all of their threats? It is 

that the insurance industry would say ... would be able to threaten the State 

threaten the consumer to pass the law and these very same consumers who had 

for a law for relief were going to say we , we are State 

answer those cancelled ies the the of 

are in your we 

the consumers. After we at 103 SB 103, as an 

threats in a justifiable react consumers have other to 

to you, the very 

Well, Nate, thank you we will work on this and 

on your assistance to see 

of SB 103, so that some of me are 

for the because don't want to deal with the ical 

what the insurance will do to 

forces out there as 

NATE DI BIASI: Although we are affiliated with the AFL-CIU 

that this whole is 

this coming Friday ... and I really don't see any 

concerned. 

Thank you very much. 

there are 

and 

from 

as far as our 



to be working together with you. , you have a ... 

have a trucking company, you operate fif 

from Northern 

carrier refused 

t you tell us brief what that does what 

you are. 

NAMAN: Thank you very much, Senator. I appreciate this to talk 

iate your hearings, and this as have 

of a small company, fifteen unit company in 

are a truckload carrier, we within a 00 mile radius. Out of 

loads we handle, maybe, 

100 mile radius 

ive loads outside of that. We handle about ... 

s 

ion. 

• it 

losses either in PL and PD or Worker's . , which I think taken 

show that we try to operate a clean company. And 18 my 

company sent me a letter indicating that were not renew our 

agent why that would be, he said ... 

ROBBINS: What was your policy termination date? 

policy termination date was November 13. When I asked my agent 

had sent me a notice of cancellation said: , we are at 

inancial statement". I said: "Well, Chuck, that doesn't an awful lot of 

because last year when they wrote me I wasn't making any money and this year we are, 

ion to that my revenues are up about 50 percent over what we were last year". 

, don't worry about it Gary. It's just a real technical 

your losses you only had about two percent of losses on your 

When take 

, so out of 

paid $900.00 in losses ..• I think that we can t.ake care of that. 

date towards my cancellation drew closer it was, in fact, two before 

last month ... and I had requested that I 

with the company so that I could 

direc 

them my s 

to me, and b.) the issue was closed. 

to the underwriter 

I was told that 

my losses ... we have a of a clean company that goes back 

losses are less than, generally less than $2,000 or $3,000 and have 

than ten percent of premiums. So I am just at a loss to understand 

renewed. It seems to me that the insurance to be 

it down, me your money ... risk. But 

and I'm surprised ... 

ROBBINS: , where do you stand ? 

No, I don t. I was ... because made an 

't send the filing to the PUC the PUC notice of 

il November 13 - and as a consequence gave me December 3 and 
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was to have been my final gasp for breath, 

given me until December 27 to get insurance, however coverage has 

million in coverage down to 000 

collisions or any of the other carrier coverages that we 

that is interesting that we got one quote that was an risk 

double - it was $99,000 and That 

we had a $50,000 premium and no losses last year. 

iumvirate of that the ass be 

that has cancelled me. 

as a consequence, I am just at an absolute loss. just don't understand. 

We have walked our thirteen s 

breath; we don't have any ... we are about to be iness; we 

some very customers and I have been talking to some major food chains and some 

box manufacturers and we tell them our plight and just let them know that we are 

or problems. Hopefully, we can get insurance at a reasonable rate before 

year. 

SENATOR ROBBINS: Okay, we will, as in the other cases contact your insurance 

I 

and see what kind of justification we from them and we will stay in touch with 

N~~N: Thank you very much and I appreciate, again, this and your 

interest in doing that. 

Well, thank you. We are to do the best that we can. 

You are. Thank you. 

ROBBINS: Mr. Wilson, you're from Northern California also. 

no I' not. Can I correct the record on that. I am from the 

of Chula Vista, which as anyone knows is in San 

S California. 

That is true. We didn t note the direction you came the 

but we now do, and we knew you were to Los but we 

Mr. Chairman, I'd also like to say that at one time had 

Mr. Wilson for an elected office and as a candidate he is one 

ic insurance salesmen I ever met. 

That was of JC's, I think 

Anyway, if you could us a of your ten pages of 

ive. I am the Chairman of the Insurance 

which represents five statewide trade associations 

of all the insurance agents and 
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in the State of California. We are appear to the 

and brokers. We would also like to comment on the effec 103 on 

brokers whom we believe you will agree are the 

brokers and their tomers 

The the 

of California, one of the ive ABL 

to determine the impact of Proposition 103 on 

an insurance 

passenger auto insurance 

and their or brokers. 

indicated that immediate 

of the insurance companies we contacted, 

private passenger auto insurance market in California 

ive percent 

announced 

writing new business and process renewal 

significantly affected the abil 

open for business. Some agents had 

of agents and brokers to 

effect 
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CAN LEGISLATION REVERSE THE TREND TOWARD URBAN ZATION? 
NOT LIKELY. 

CAN LEGISLATION REQUIRE CALIFORNIANS TO DRIVE LOWER VALUED 
NOT 

ON DO SOMETHING ABOUT HIGH LITIGATION RATES? 
YES, IT CAN. 

CAN LEGISLATION LIMIT LARGE PAYMENTS FOR GENERAL Dk~GES? 
YES, IT CAN. 

CAN DO SOMETHING ABOUT HIGH HOSPITAL AND 
MEDICAL COSTS AND OVERUTILIZATION OF MEDICAL 
YES, IT CAN. 

CAN LEGISLATION REDUCE ATTORNEY INVOLVEMENT AND RETURN 
MORE INSURANCE DOLLARS TO INJURED ACCIDENT VICTIMS AT LESS 
COST? SURE, IT CAN. 

CAN LEGISLATION ADDRESS THE FRAUD THAT IS RAMPANT IN THIS 
YES, IN FACT A BILL CARRIED BY SENATOR LOCKYER 

WILL TAKE EFFECT JANUARY FIRST, PROVIDING FOR INCREASED 
FUNDING FOR BOTH THE INSURANCE DEPARTMENT'S FRAUD BUREAU 
AND FOR COUNTY DISTRICT ATTORNEYS TO HEIGHTEN EFFORTS TO 
COMBAT FRAUD. 

THE FACE OF THE NOVEMBER 8TH VOTE, YOU ARE PROBABLY 
SKEPTICAL THAT THE VOTERS WOULD WANT TO LIMIT THEIR RIGHTS 
IN RETU&~ FOR SIGNIFICANT PREMIUM REDUCTIONS. 

I DON'T KNOW. CLEARLY,THEY REJECTED PROP 104, BUT I 
BELIEVE THE REJECTION WAS BASICALLY DRIVEN BY A DISTRUST 

THE AND PROP 104'S LACK OF ANY PROVISIONS TO 
REGULATE INSURANCE RATE INCREASES. I SUSPECT THAT VOTERS 

BE MUCH MORE SUPPORTIVE OF A BALANCED LEGIS 
REFORM THAT GAINS THE BACKING OF RESPONSIBLE CONSUMER 
GROUPS AND THE MEDIA IN CALIFORNIA. 

-o-

RECOGNIZE THAT YOUR FIRST PRIORITY IS TO GATE 
INDUSTRY PRICING PRACTICES. YOU MUST SATISFY YOURSELVES 
THAT INSURANCE COMPANIES ARE NOT GOUGING CONSUMERS. 

THEN 
OFFI 
REFORMS. 

WILL BE TIME FOR YOU, AS RESPONSIBLE PUBLIC 
, TO JOIN WITH OTHERS TO PUSH FOR EFFECTIVE 

WE BELIEVE A STRONG NO-FAULT LAW IS THE BEST METHOD OF 
CONTROL, BUT OTHER AREAS THAT COULD BE 

NCLUDE: 



--MODIFICATION OF THE COLLATERAL SOURCE RULE; 

--MODIFICATION OF OUR COMPARATIVE NEGLIGENCE RULE; 

--MEDICAL COST CONTAINMENT PROVISIONS; AND 

--LIMITATIONS ON GENERAL DAMAGES OUTSIDE OF A NO-FAULT 
CHEME. PERHAPS A SYSTEM WHERE GENERAL DAMAGES ARE PAID 

ON A FIRST-PARTY BASIS, GIVING THE POLICYHOLDER THE RIGHT 
TO DELETE COVERAGE FOR GENERAL DAMAGES IN RETURN FOR A 
LOWER PREMIUM. 

REMAIN WILLING TO WORK WITH YOU TO FIND WAYS TO REDUCE 
THE HIGH COST OF PROVIDING INSURANCE IN CALIFORNIA AND TO 
DEVELOP A SYSTEM THAT WILL HOLD DOWN ANY FUTURE INCREASES 
TO THE LOWEST POSSIBLE LEVELS. 

THANK YOU VERY MUCH FOR YOUR ATTENTION. 
### 
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COMPARATIVE NEGLIGENCE 

Contributory Fault. 

t shall not bar recovery in an action by any pe son or his 
esentative to recover damages for death or injury to person or 
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