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UPDATE TO THE | NFORVATI ON PRESENTED I N THE | NI TI AL STATEMENT
OF REASONS

Section 2695. 1(hb)

This section has been anended to clarify that the regul ations
do not set forth the exclusive definitions of all wunfair
clainms settlement practices but that other nethods, acts or
practices not specifically referred to in the regul ati ons may
al so be unfair clains practices.

Section 2695. 1(f)

This section has been anended to clarify that policy |anguage
relating to the investigation, processing and settlenment of
clainms shall be consistent with or nore favorable to the
insured than the mninum standards set forth in the
regul ati ons.

Section 2695. 2(s)

This section has been anended to clarify that evidence or
docunentation in the clainmant’s possessi on nust be submtted
to the insurer in order for it to be considered part of “proof
of claim”

Section 2695.4(a)

This section has been anended to require disclosure of the
enunerated information that nmay also apply to the claim
pr esent ed.

Section 2695.4(a)(1)

This section has been anended to delete the requirenent of
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recei pt of additional proofs of claim
Section 2695.7

Thi s subsection has been anended to add additional authority
under 790.03(h) (12.

Section 2695. 7(b)

Thi s subsection has been anended to clarify that it does not
apply in cases in which the insurer denies the claimin whole.

Section 2697.7(f)

This subsection has been anended to add back to the
regul ati ons the | anguage that exenpts insurance conpanies from
conplying with this subsection when a claimant is represented
by counsel for the claimat issue.

Section 2695.7(n)

Thi s subsection has been anended to clarify that it is not
necessary for a policy to contain | anguage al |l owi ng an i nsurer
to request a nedical examnation. It is only required that
such request be reasonably necessary.

Section 2695.7(q)

Thi s subsection has been anended to clarify that it does not
apply in cases in which nultiple policies have been issued to
i nsureds covering the sane loss and the |anguage of such
contracts prescri be alternative subr ogati on rights.
Additionally, this subsection has been anended to clarify that
it applies only to lines of insurance other than disability
and health. D sability and health insurance deductibles, if
any, are not structured in such a way as to allow insurance
conpanies to conply with this subsection

Section 2695. 7(s)

Thi s subsection has been amended to clarify that it applies to
data used by insurance conpanies to establish the val ue of
i nsurance cl ai ns. Additionally, the subsection has been
anmended to clarify that insurers shall not be responsible for
the accuracy of data provided by any governnental entity
because insurers have no control over such data.
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Section 2695.8(b)(1)(A

This newy adopted subsection has been anmended to reflect that
other entities exist that can be used to determ ne sal vage val ue
besi des a licensed sal vage dealer. Such entities include a sal vage
pool or notor vehicle auction.

Section 2695.8(b)(2)

This newy adopted subsection has been anended to qualify the
requi renent that an insurer provide the vehicle identification
nunber, stock nunber, and |license plate nunber “if this information
is available” to the insurer or its representative.

Section 2695.8(b)(3)

The newl y adopted subsection has been anended to clarify the

requi renent that the departnent has the right to access al
docunents and data used by an insurer in the insurer’s valuation of
the | oss vehicle. The comm ssioner has experienced significant
difficulty in obtaining for review the evidence to support that
insurers are reasonably valuing vehicles. Wthout the ability to
review all records that are used to value a vehicle, the

commi ssioner is unable to effectively determ ne whet her val ues are
reasonable and in conpliance with law. The conm ssioner has the
statutory authority (California Insurance Code Sections 730 and 734)
to exam ne all books and records of any |licensee and any ot her
person or business if the information is material or necessary to

t he exam nation of the |icensee.

Section 2695. 8(f)

Thi s subsection is anended based upon public conment to specify the
reasonabl e timefrane for providing the witten notice required by
this subsection. This subsection is also anended to specify the
content of the witten or oral disclosure required by this
subsection. The comm ssioner has found, and based upon evi dence
presented in a recent Senate Insurance Committee hearing on auto
body repair fraud, that nost consuners are not provided with the
ability to make an informed decision as to whether to use an insurer
recomended shop or one of their choosing. Disclosure is necessary
in order to protect the consuner’s right to choose the repair shop.
In order for the claimant to be nore adequately informed of his or
her rights we propose the anendnent to this subsection.

Section 2695.8(i)
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Based upon public conment, this subsection is amended to renove the
previ ously adopted | anguage requiring paynent be nade based upon
the “prevailing rate” standard.

Section 2695.8(i)(2)

This subsection has been anended to clarify that the witten
estimate referred to in this subsection is the estimate prepared by
or for the “insurer”.

Section 2695.8(1)

Thi s subsection has been anended to clarify that the standard for
adjusting a claimfor betternent or depreciation does not apply to
prior or unrelated damage to the | oss vehicle.

Section 2695.8(m

This subsection has been anended to clarify the differences (in
adjusting clains for towing and storage charges) between first
party and third party clains.

Section 2695. 85(c)

Thi s adopt ed subsection has been anmended to clarify that the tow ng
and storage charges payable to an insured nmust have been incurred
to protect the vehicle fromfurther | oss.

Section 3695.9(c)

This section has been anmended to clarify that the insurer cannot
require the insured to have the damaged property repaired by a
specific individual or entity.

Section 2695.9(d)

This section has been anmended to clarify that the insurer cannot
suggest or recomend that the insured have the damaged property
repaired by a specific individual or entity wunless certain
requi rements are met.

Section 2695.11(e)

This section has been anended to include the requirenent that the
reasons for a claimdenial (if preauthorization is denied) also be
communicated to the insured and nedical service provider in
writing.
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Section 2695.12(a)

Section 2695.12(a)(14) has been added to clarify that, once a
violation of the regulations has occurred, reasonable m stakes
or opinions should be taken into consideration in determning
whet her or how nmuch of a penalty should be assessed.

Section 2695. 14(a)

This section has been amended to increase the amobunt of tinme
an insurer has to conply with the anended regul ati ons from 75
cal endar days to ninety cal endar days after the regul ations
have been filed with the Secretary of State.

SUMVARY OF AND RESPONSE TO PUBLI C COVMENT

The Departnent’s summary of and response to public comment is
separately included in this rulemaking file and incorporated
herein by this reference.

UPDATE OF MATERI AL RELI ED UPON

The Comm ssioner has not relied upon technical, theoretical or
enpirical studies or reports in proposing these regul ations.

MANDATE ON LOCAL AGENCI ES OR SCHOOL DI STRI CTS

The Departnment has nade a determnation that adoption,
anmendnent or repeal of the regulation does not inpose a
mandate on | ocal agencies or school districts. The regulation
has nothing to do with | ocal agencies or school districts; it
neither requires nor prohibits action on their part.

ALTERNATI VES

The Departnent has determ ned that no alternative considered
by the agency would be nore effective in carrying out the
pur pose for which the regulation is proposed, or wuld be as
effective and | ess burdensone to affected private persons than
t he adopted regul ation. In support of this statenment, no
alternative was proposed, identified or brought to the
attention of the agency during the public comment period. No
proposed alternatives were rejected that would |essen the
adverse econom c inpact on small businesses.
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