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PROPOSED REGULATION TEXT!
Mileage Verification
Section 2632.5 Rating Factors.

(c) An insurer's class plan, and all rates and premiums determined in accordance
therewith, shall utilize the following rating factors (the "Mandatory Factors") for bodily injury
liability, property damage liability, medical payments, uninsured motorist, collision, and
comprehensive coverages:

(1) ...

(2) "Second Mandatory Factor" as used in Subchapter 4.7, is the number of miles
he or she drives annually, per California Insurance Code Section 1861.02(a)(2). This
factor means the estimated annual mileage for the insured vehicle during the 12 month
period following the inception of the policy. Insurers may not retroactively adjust
premiums based on actual miles driven unless notice is provided to the policy holder
prior to the effective date of the policy. Estimated annual mileage shall be determined
only as follows:

(A) For new business or vehicles added during the term of the policy:

srapphean provide the agghcant shall provide the miles he or she expects %e%&e t=he
ﬁ%sa#eé each Vehlele to be 1nsured will be drlven during the 12 month perlod following
policy inception=and-reasonableinformationnecesss SUBE

insurer may also require reasonable information from the applicant during the application

process, as set forth below, necessary to support the estimate. Except as otherwise set
forth in this section, an insurer shall use the applicant's estimated annual mileages.

(i1) "Reasonable 1nf0rmat10n consists of the followmg %h%kee&ﬁe%e%%he
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1. If the vehicle is used for commute purposes, the location of the
workplace, school, or other destination where the vehicle will be
driven and, if applicable, the approximate number of miles the
vehicle will be driven in the course of employment;

2. The number of days per week the vehicle will be used for
commuting;

3. An estimate of the number of miles to be driven for pleasure or
other purposes;

4. The approximate total number of miles driven the previous 24
months;

5. The reason for any differences between the estimate for the
upcoming 12 months and the miles driven the previous 12 months;

6. The current odometer reading of the vehicle to be insured; and
7. The approximate date the vehicle was acquired by the applicant.

An insurer may request but shall not require service records which document the
odometer reading.

&5 (ii1) If an applicant does not provide the information setferth-n requested

pursuant to (i) and (ii) above-and-the-insurerhas-no-ethermeansreasonablyto-estimate

the applicant's estimated annual miles, and the insurer has informed the applicant of the
mileage figure which it will use to rate the policy, an insurer may issue a policy using a
reasonable objective mileage estimate based upon information in its possession or, if a

reasonable estimate cannot be determined, using a default annual mileage figure which



has been filed with and approved by the Commissioner pursuant to Califomia Insurance
Code Section 1861. 02 i 3 q 9

&3 (iv) All mileage rating rules that direct the selection of a mileage rating
relativity shall be filed with and approved by the Commissioner. This includes use of
multiple mileage rating bands and use of default and/or average mileage rating
relativities.

&4 (v) In no event shall an insurer require an applicant to provide information
from a prior insurer to confirm mileage estimated or driven.

(vi) Nothing in this section shall be construed to affect the ability of an insurer to
decline to issue, cancel, or nonrenew a policy in accordance with any other applicable
provision of California law._

(B) For renewal business:

(1) Prierte peliey During the renewal process, an insurer shall, at least every three
years, require a policyholder to preside confirm the miles he or she expects to-deive the
%%eé each Vehlcle to be insured will be drlven durlng the 12 month period followmg

The insurer may also require reasonable 1nformat10n from the policyholder during th
renewal process, as set forth below, necessary to support the estimate. An insurer may, if

not conducting a three-year verification, use the mileage figure from the expiring policy.
Except as otherwise set forth in this section, an insurer shall use the policyholder's

estimated annual mileage.

(ii) ”Reasonable 1nformat10n consists of the followmg thelocatton-otthe




1. If the vehicle is used for commute purposes, the location of the
workplace, school, or other destination where the vehicle will be
driven and, if applicable, the approximate number of miles the
vehicle will be driven in the course of employment;

2. The number of days per week the vehicle will be used for
commuting;

3. An estimate of the number of miles to be driven for pleasure or
other purposes;

4. The approximate total number of miles driven the previous 24
months;

5. The reason for any differences between the estimate for the

upcoming 12 months and the miles driven the previous 12 months;
and

6. The current odometer reading of the vehicle to be insured.

An insurer may request but shall not require service records which document the
odometer reading.

&4 (ii1) If, during the renewal process:

1. The insurer receives no confirmation as provided in (i) above, the
insurer may renew the policy using the mileage figure used for the previous
policy.

2. A pohcyholder does not pr0V1de the information setferth-in requested

m and the insurer has 1nf0rmed the Qohcgholder of the mlleag

figure it will use to rate the policy, the insurer may renew the policy using a
default annual mileage figures which has been filed with and approved by the

Commissioner pursuant to California Insurance Code Section 1861.02.




3. A policvholder provides the information requested pursuant to (i) and

(i1) above, but the reasonable information establishes that the estimate is not
reliable and the insurer has no other means reasonably to estimate the miles to be
driven during the 12 month period following renewal of the policy, and the
insurer has clearly indicated the consequences of not providing that information,
the insurer may renew the policy using a default annual mileage figure which has
been filed with and approved by the Commissioner. In the event reasonable
information establishes that an explanation for more than one policy period has
not been reliable, the insurer may require the policyholder to provide odometer
readings every three months.

&4 (iv) All mileage rating rules that direct the selection of a mileage rating

relativity shall be filed with and approved by the Commissioner. This includes use of
multiple mileage rating bands and use of default and/or average mileage rating
relativities.

&3 (v) In no event shall an insurer require a policvholder to provide

information from a prior insurer to confirm mileage estimated or driven.

vi) Nothing in this section shall be construed to affect the ability of an insurer to

decline to issue, cancel, or nonrenew a policy in accordance with any other applicable
provision of California law.

NOTE: Authority cited: Section 1861.02, Insurance Code; and CalFarm Insurance Company v.
Deukmejian (1989) 48 Cal.3d 805. Reference: Sections 1861.02, 1861.05, 11628 and 11628.3,
Insurance Code.



