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May 10, 2006

The Honorable Cruz Bustamante
C/0 Cruz 2006 Committee

1700 L. St.

Sacramento, CA 95814

Mr. Steve Poizner

C/0O Steve Poizner for Insurance Commissioner
P.O. Box 508

Los Altos, CA 94023

Dear Lt. Gov. Bustamante and Mr. Poizner:

Insurance Commissioner John Garamendi disclosed on Monday that representatives of
several of the largest insurance companies doing business in California had explicitly
threatened to run a multi-million-dollar attack ad campaign against him unless he delayed
the implementation of a regulation (RH-03029826) that require insurers to comply with
Proposition 103’s “good driver” reforms. Commissioner Garamendi was told that the
insurers’ goal was to postpone the implementation of the regulation until one of the two
of you assumes the office next January. That is also the purpose of industry-sponsored
AB 2840, which would block the regulation and require that the State Library conduct
another study of the matter, in violation of the California Constitution and Foundation for
Taxpayer and Consumer Rights v. Garamendi. 132 Cal. App. 4" 1354 (2005)

As you know, Proposition 103, passed by voters in 1988, requires auto insurance
companies to base motorists” premiums primarily upon their driving safety records,
annual miles driven and years of driving experience. Other factors that the insurers
demonstrate have a substantial relationship to risk of loss — including geographic location
— may be utilized, but only upon the commissioner’s approval and may not outweigh the
three mandatory factors. (See Insurance Code section 1861.02(a).) Both the public and
the insurance industry understood that Proposition 103 required diminished reliance on
geographic factors in auto insurance pricing in favor of reliance on factors within an
individual drivers’ control, such as driving safety record. Insurers made this the
centerpiece of their $80 million campaign against Proposition 103. Since the passage of
Proposition 103, they have bitterly resisted the proper enforcement of the law, employing
a combination of litigation and lobbying in an attempt to derail section 1861.02(a).



For nearly eighteen years, insurers have managed to flout its requirements and continue
to base premiums primarily upon a person’s ZIP code. Commissioner Garamendi spent
three years studying the issue before proposing rules last December requiring insurance
companies to obey the law as approved by the voters. Moreover, the Commissioner’s
latest draft of the regulations is generous in the time and manner it permits insurers to
phase in the new rules.

It is obvious that the industry believes that if either one of you is elected, you will reverse
Commissioner Garamendi’s decision and withdraw the regulation. As the principal
candidates to succeed Mr. Garamendi, you owe voters the assurance that you will support
and enforce the regulation as issued by Commissioner Garamendi to reduce the influence
of ZIP codes on auto insurance rates and that you will tolerate no efforts to further delay
the long overdue enforcement of the law.

The insurance industry’s attempt to blackmail the Commissioner is far more than an
attack on this particular regulation. It is a challenge to the integrity and independence of
the office you are seeking. It requires an immediate and unequivocal response to avoid
being seen by voters as acquiescing to the insurance industry’s attempt to interfere with
the regulatory process,

The Foundation for Taxpayer and Consumer Rights has long supported a ban on
insurance industry campaign contributions to the insurance commissioner, as they are by
nature a conflict of interest. However, the industry has taken a long step beyond
contributions with its blackmail effort. Returning or refusing industry campaign
contributions, while essential, is not enough. Only outright repudiation of their repulsive
tactics will send the message that the Department of Insurance will remain independent
under your leadership and assure Californians that the next insurance commissioner will
be free to support consumer interests and disagree with the insurance companies.

We look forward to hearing from both of you.

Sincsa,yely, p

— 1/
et

Harvey Rosenfield Dou gldgHelle1'



