INSURANCE CODE 
SECTION 12140-12159 
12140.  This part shall not apply to any of the following:

   (a) A duly authorized attorney at law acting in the usual course

of his profession.

   (b) Any admitted insurer.

   (c) Any association of motor carriers.

   (d) Any person who is directly or indirectly engaged, either as

principal or agent, in selling or offering for sale, furnishing, or

procuring any of the services described in Section 12148, 12152, or

12153, or miscellaneous service that augments or is incidental to any

of those services, but who is not directly or indirectly engaged,

either as principal or agent, in selling or offering for sale,

furnishing, or procuring any other service described in this chapter.

12141.  Except where the context otherwise requires, the terms used

in this part shall be given the meanings set forth in this chapter,

but such meaning shall not, merely by reason of enactment in this

chapter, govern the interpretation of any other provision of this

code.

12142.  (a) Except as provided in subdivision (b), a motor club is a

person, directly or indirectly engaged, either as principal or

agent, in selling or offering for sale, furnishing or procuring motor

club service.

   (b) A person who is directly or indirectly engaged, either as

principal or agent, in selling or offering for sale, furnishing, or

procuring any of the services described in Section 12148, 12152, or

12153, or miscellaneous service that augments or is incidental to any

of those services, but who is not directly or indirectly engaged,

either as principal or agent, in selling or offering for sale,

furnishing, or procuring any other service described in this chapter,

is not a motor club.

12142.5.  The commissioner shall adopt reasonable rules and

regulations specifying the types of miscellaneous service permitted

under subdivision (d) of Section 12140 and subdivision (b) of Section

12142.  The rules and regulations shall be adopted, amended, and

repealed in accordance with the procedure provided in Chapter 3.5

(commencing with Section 11340) of Part 1 of Division 3 of Title 2 of

the Government Code.

12143.  A club agent is a person other than the motor club itself,

who acts or aids in any manner in the solicitation, delivery, or

negotiation of any membership or service contract, or of the renewal

or continuance thereof.

12144.  Motor club service is the rendering or procuring of, or

reimbursement for, any of the services defined in this chapter to any

person in connection with the ownership, operation, use or

maintenance of a motor vehicle, including a vacation trailer, house

or otherwise, or a boat capable of ordinary transportation on a

trailer and its trailer, by such person upon any of the following

considerations:

   (a) Such person is or will become a member of the club rendering

or furnishing the service.

   (b) Such person is or will become in any manner affiliated with

such club.

   (c) Such person is or will become entitled to receive membership

or other motor club service from the club by virtue of any agreement

or understanding with any such club.

   This section shall not authorize a motor club to furnish any

service on a reimbursement basis which constitutes the transaction of

insurance.  The commissioner may make reasonable rules and

regulations specifying services which constitute the transaction of

insurance for the purposes of this part and which may not be offered

on a reimbursement basis.  Such rules and regulations shall be

adopted, amended, and repealed in accordance with the procedure

provided in Chapter 4.5 (commencing with Section 11371) of Part 1 of

Division 3 of Title 2 of the Government Code.

12145.  Towing service is the drafting or moving by a motor club of

a motor vehicle from one place to another under other power than its

own.

12146.  Emergency road service is the adjustment, repair or

replacement by a motor club of the equipment, tires or mechanical

parts of a motor vehicle so as to permit it to be operated under its

own power.

12147.  Bail bond service is the furnishing or procuring by a motor

club of a cash deposit or undertaking required by law in order that a

person accused of violation of any law may enjoy personal freedom

pending trial.

12148.  Discount service is an arrangement by a motor club resulting

in giving special discounts, rebates or reductions of price on

gasoline, oil, repairs, insurance, parts, accessories or service for

motor vehicles to holders of service contracts with any such club.

12149.  Financial service is an arrangement by a motor club whereby

loans or other advances of money are made to holders of service

contracts with any such club.

12150.  (a) Buying and selling service is an arrangement by a motor

club whereby the holder of a service contract with a motor club is

aided in any way in the purchase or sale of an automobile.

   (b) (1) If a motor club offers a service that refers members to a

new motor vehicle dealer for the purchase of a new motor vehicle, and

the dealer pays the motor club any compensation, including, but not

limited to, an advertising, promotional, or marketing fee, any

advertisement of that service shall clearly and conspicuously

disclose that the dealer has paid the fee and shall have the

following statement:  "All new cars arranged for sale are subject to

availability and a price prearranged with the selling franchised new

car dealer."

   (2) In a printed advertisement, the disclosures required by

paragraph (1) shall be in not less than 10-point bold type and shall

be textually segregated from the other portions of the advertisement.

   (3) The disclosures required by paragraph (1) do not apply to

general advertisements of a motor club that merely list an auto

buying service as one of several services offered by the motor club

and that do not provide any details of the auto buying service.

12151.  Theft service is an act by a motor club for the purpose of

locating, identifying or recovering a stolen or missing motor vehicle

owned or controlled by the holder of a service contract with any

such club or for the purpose of detecting or apprehending the person

guilty of the theft.

12152.  Map service is the furnishing by a motor club of road maps

without cost to holders of service contracts with any such club.

12153.  Travel service is the furnishing by a motor club of touring

and travel aids and assistance, and may include any or all of the

following:

   (a) Road maps, touring guides, directories of accommodations for

travelers, club periodicals, travel information, magazines, and

brochures.

   (b) Procuring travel tickets of all kinds and reservations for

accommodations in connections therewith.

12154.  Claim adjustment service is an act by a motor club for the

purpose of adjusting claims on behalf of the holder of a service

contract with any such club, when such claim results from injury or

damage to person or property arising out of an accident, in

connection with the ownership, maintenance, operation and use of a

motor vehicle.

12155.  License service is the rendering of assistance by a motor

club to any person in obtaining:

   (a) Registration of a motor vehicle with the State.

   (b) A driver's license.

   (c) A transfer of legal or registered ownership upon the records

of the Department of Motor Vehicles.

12156.  Insurance service is the selling or giving, with a service

contract or as a result of membership in or affiliation with a motor

club, of a policy of insurance covering liability or loss by the

holder resulting from injury or damage to person or property arising

out of an accident, such liability or loss being the consequence of

the ownership, maintenance, operation, or use of a motor vehicle.

   Insurance service also includes the selling or giving with a

service contract or as a result of membership in or affiliation with

a motor club, of a policy of insurance, or a certificate under a

master policy in which the club is the master policyholder, covering

the club member, or any member of his family, for loss, other than

loss of time, from accidental injury from any cause or accidental

death from any cause.  For such purpose any certificated motor club

is deemed to be an "association" within the meaning of Section

10270.5 and the club members and members of their families are deemed

to be members of such association.

12157.  Any act by a motor club for the purpose of rendering a

service defined in this chapter constitutes such service, whether or

not the service as defined is completed.

12158.  A service contract is a written agreement whereby any person

promises for a consideration to render, furnish or procure motor

club service for any other person.

12159.  Miscellaneous service means any other service which may be

furnished and which augments or is incidental to any service

performed by the club as authorized under the provisions of this

chapter or any other service which is of assistance and is beneficial

to its members and is feasible for the club to render.
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12160.  (a) A person shall not render or agree to render motor club

service in this state without first obtaining from the commissioner a

certificate of authority to act as a motor club.

   (b) The issuance, sale, or offer for sale in this state of

securities of its own issue by any motor club shall be subject to the

provisions of Article 8 (commencing with Section 820) of Chapter 1

of Part 2 of Division 1 of this code the same as if motor clubs were

included in Section 826 thereof, and any such club shall not be

subject to the Corporate Securities Law in the Corporations Code.

12161.  Application for a certificate of authority shall be made on

a form prescribed by the commissioner, accompanied by a filing fee of

two thousand sixty-five dollars ($2,065).  Such certificate shall

not be granted until the applicant conforms to the requirements of

this part and the laws of this state prerequisite to its issue. After

such issue the holder shall continue to comply with the requirements

of this part and the laws of this state.

12162.  The commissioner shall not issue a certificate of authority

to any motor club until:

   (a) It files with him the following:

   1. A formal application for the certificate in such form and

detail as the commissioner requires, executed under oath by its

president or other principal officer.

   2. A certified copy of its charter or articles of incorporation

and its bylaws, if any.

   3. A copy of its latest financial statement, or report of

independent audit as the commissioner may require; or, in the event

neither is available, its most recent operating statement and balance

sheet.  Any such financial statement, audit, operating and balance

sheet shall be verified by the person compiling or making the same

and by an executive officer of the applicant.

   4. If it is a foreign corporation, a certificate from its

domiciliary state regulatory authority executed not more than 30 days

before the filing of its application that it is duly authorized to

do a motor club business in that state.

   5. An explanation of its plan of doing business, and copies of the

following:  its application for membership; the proposed membership

certificate or identification card; any proposed addendum thereto;

any individual insurance policy and any group master policy and

individual certificates thereunder to be offered; any service

contract to be issued.

   6. Such other information as the commissioner may find necessary

in order to determine applicant's qualifications.

   (b) It first deposits security with the commissioner in one of the

following forms:

   1. Securities of the kinds prescribed by this code for capital

fund investments by stock insurers and approved by the commissioner,

in the amount of one hundred thousand dollars ($100,000) based on par

value or market value, whichever is less.  The making, maintenance

and withdrawal of such deposits and the substitution of securities

therein shall be governed by Article 11 (commencing with Section 939)

of Chapter 1 of Part 2 of Division 1; or

   2. A surety bond on a form prescribed by the Attorney General of

this state, executed by an admitted surety insurer in the penal sum

of one hundred thousand dollars ($100,000).

   (c) It pays to the commissioner an annual license fee of one

hundred seventy-seven dollars ($177).

   (d) Its name is approved by the commissioner under the provisions

of Section 881, the provisions of which section are hereby made

applicable to motor clubs.

   (e) It proves by affidavits of its officers, directors, managers,

and individual owners of more than 10 percent on a form prescribed by

the commissioner that it is not disqualified under the provisions of

Section 704.5 of this code.

   (f) It satisfies the commissioner it is qualified as respects each

of the subjects enumerated in subdivisions (b), (c), (e), (f), (h),

(i), and (j) of Section 717, when those subjects are read in the

sense of protection to its members instead of policyholders.

   (g) It is a separate legal entity capable of being examined by the

commissioner as provided in this part.

12162.5.  All motor clubs applying for a certificate of authority to

act as a motor club in this state shall demonstrate to the

satisfaction of the commissioner that such club has a net worth of

not less than two hundred fifty thousand dollars ($250,000).  For the

purposes of Sections 12162.5 and 12162.6, net worth is defined as

the excess of total assets over total liabilities.  Such net worth

shall be maintained at all times as a condition for the continuance

of its certificate of authority to act as a motor club in this state.

12162.6.  (a) A motor club holding a certificate of authority to act

as a motor club granted prior to January 1, 1992, may continue to

retain the certificate until July 1, 1996, without complying with the

increased minimum net worth requirement of Section 12162.5.

   (b) A motor club shall be deemed to be insolvent and subject to

Section 12164 proceedings whenever its net worth is less than two

hundred fifty thousand dollars ($250,000) and it fails to comply with

one of these two conditions:

   (1) An audit by an independent certified public accountant with an

audit report prepared by the certified public accountant and filed

with the commissioner no later than June 30 of the year following the

year covered by the audit.

   (2) A demonstration to the satisfaction of the commissioner, on a

quarterly basis, of an amount of liquid assets sufficient to satisfy

its current liabilities to members.

12162.7.  For purposes of this article, "liquid assets" means cash,

cash equivalents, and marketable securities readily convertible into

cash.  Liquid assets also include bonds, stocks, certificates of

deposit, negotiable short-term instruments, service members' dues

receivable not over 90 days, receivables due from affiliates not over

90 days, acquisition costs deferred not over 90 days, federal income

tax recoverables, and interest and dividends due and accrued.

12162.8.  If any portion of the audit report required by paragraph

(1) of subdivision (b) of Section 12162.6 includes a qualified

opinion as to the financial condition of the motor club or its

ability to exist as a going concern, the motor club shall be

considered materially deficient under Section 717, and subject to

Section 12164.  Similarly, if a motor club qualifying under paragraph

(2) of subdivision (b) of Section 12162.6 fails to demonstrate to

the commissioner an amount of liquid assets sufficient to satisfy its

current liabilities to members, it shall be considered materially

deficient under Section 717 and subject to Section 12164.

12163.  (a) The security required by subdivision (b) of Section

12162 shall thereafter be continuously maintained by a motor club in

one of the forms prescribed.  Failure of a motor club so to maintain

the same shall be cause for revoking its certificate of authority.

   (b) Such security shall be for the protection, use, and benefit of

all persons whose applications for membership in a motor club have

been accepted by such club or its representative and of this state as

respects fees, fines, penalties, and taxes.  Such security shall be

subject to the following conditions, and, if a bond, shall be

expressly so conditioned:

   1. The club shall faithfully furnish and render to all persons

whose applications for membership have been accepted any and all of

the motor club benefits and services sold or offered for sale by it.

   2. The club will faithfully conform to all provisions of law of

the state pertaining to the sale and rendering of "motor club service"

as defined and provided in Part 5 (commencing with Section 12140) of

Division 2 of this code.

   3. The club will promptly pay all fees, fines, penalties, and

taxes which may be levied against it under authority of law.

   4. If the club ceases to do business in this state as a motor

club, it shall comply with the appropriate withdrawal procedure.

   (c) Any person defrauded or injured by any wrongful act,

misrepresentation, or failure on the part of the club with respect to

the selling or rendering of any of its benefits or services may

bring suit on the bond, if the security be a bond, in his own name.

The commissioner may bring suit on such bond.  If the security be a

deposit of securities, any such a person or the commissioner may levy

upon the same in execution of a judgment.

12164.  (a) The commissioner may revoke or suspend the certificate

of authority of a motor club whenever, after a hearing in accordance

with the procedure provided in Section 701, he finds that any of the

following circumstances exist:

   1. The club has violated any provision of this part.

   2. It or its officers refuse to submit to an examination, as

provided for in Section 12169.

   3. It is transacting business fraudulently.

   4. It is no longer able to qualify for issuance to it of a

certificate of authority as a motor club.

   (b) The commissioner may give notice of such revocation or

suspension to the public in such manner as he deems proper.

   (c) All of the provisions of Article 14 (commencing with Section

1010) of Chapter 1 of Part 2 of Division 1 of this code not

inconsistent with this part shall apply to motor clubs.

   For the purpose of this part, "insolvency" means that a club's

assets are less than its liabilities.

12165.  Subject to the annual fee provisions herein, every

certificate of authority issued or held under this part shall be for

an indefinite term and, unless sooner revoked by the commissioner,

shall terminate upon occurrence of any of the following:

   (a) Upon the holder's ceasing to exist as a separate entity.

   (b) Upon the winding up, or dissolution, or expiration, or

forfeiture of the holder's corporate existence.

   (c) Upon completion of the withdrawal procedure prescribed by

Article 15 (commencing with Section 1070) of Chapter 1 of Part 2 of

Division 1 of this code and surrender by the holder of its

certificate of authority and cancellation of the same by the

commissioner.  All provisions of such article not inconsistent with

this part shall apply.

   (d) Upon the entry of a final court order in a proceeding under

said Article 14 (commencing with Section 1010), Chapter 1 of Part 2

of Division 1 of this code.

12166.  Notwithstanding the preceding provisions for a certificate

of authority of indefinite term, each holder of a certificate of

authority under this chapter shall owe and pay in advance to the

commissioner an annual fee of one hundred  fifty dollars ($150) on

account of such certificate of authority until its final termination

or revocation.  Such fee shall be for annual periods commencing on

July 1st of each year and ending on June 30th of each year and shall

be due on each March 1st and shall be delinquent on and after each

April 1st.

12167.  Qualification of a motor club for a certificate of authority

under this part does not require prior qualification with the

Secretary of State under the Corporations Code for an intrastate

business, but the issuance to it of a certificate of authority under

this part does not relieve such foreign applicant of any duty to

qualify with the Secretary of State pursuant to the Corporations Code

before transacting intrastate business in this state.

12168.  Annually on or before March 1st of each year, copies of any

instruments making any changes in articles of incorporation, bylaws,

and membership certificate or identification card or service contract

required by this part to be filed with the application for admission

shall be filed with the commissioner.  In the case of articles of

incorporation, an amendment or certificate of amendment shall be

certified by the official custodian of the original as a true copy of

the same on file in his office.  Amended bylaws or other papers

shall be certified by the corporation secretary over the corporate

seal to be true copies of the same currently adopted.  The

commissioner shall require the payment of twenty dollars ($20) in

advance for each such annual filing of amended documents or papers

pursuant to this article.

12169.  (a) Whenever the commissioner has reasonable cause to

believe that a motor club is insolvent or is transacting its business

in a fraudulent manner, he may demand from the club a statement

under oath setting forth its assets and liabilities.  He may, for the

purpose of verifying the correctness of such statement, examine the

books and affairs of the club.

   (b) If such statement is not furnished within 20 days from the

time of such demand by the commissioner, or if, upon the examination

of such records, the statement furnished or any record examined is

found to contain any willful misstatement of fact, the expense of the

examination shall be paid by the motor club.

   (c) Whenever any foreign motor club applies for admission, the

commissioner may make, or cause to be made by the motor club

regulatory authority of its domiciliary state, an examination of the

applicant's motor club business and affairs.  Whenever such an

examination is made, all of the provisions of Article 4 (commencing

with Section 730) Chapter 1 of Part 2 of Division 1 of this code not

inconsistent with this part shall be applicable.

12170.  Motor clubs certificated on the effective date of this

chapter shall not be required to be recertificated, but thereafter

shall be subject to the provisions of this chapter and shall be

issued continuous certificates of authority subject to the conditions

provided in this chapter.
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12250.  A service contract shall not be executed, issued or

delivered in this State until the form thereof is approved in writing

by the commissioner.

12251.  Every service contract executed, issued or delivered in this

State shall be made in duplicate and shall be dated and signed by

the motor club issuing it.  Such contract shall be countersigned by a

duly authorized agent of the club, and by the party purchasing the

contract.  One copy of the contract shall be kept by the club and the

other copy shall be delivered to the purchasing party.

12252.  A service contract shall not be executed, issued or

delivered in this State unless it contains the following:

   (a) The exact corporate or other name of the club.

   (b) The exact location of its home office and of its usual place

of business in this State, giving street number and city.

   (c) A provision that the contract may be canceled at any time by

either the club or the holder, and that the holder will, if he has

actually paid the consideration, thereupon be entitled to the unused

portion of the consideration paid for such contract, calculated on a

pro rata basis over the period of the contract, without any

deductions.

   (d) A provision plainly specifying:

   (1) The services promised.

   (2) That the holder will not be required to pay any sum, in

addition to the amount specified in the contract, for any services

thus specified.

   (3) The territory wherein such services are to be rendered.

   (4) The date when such service will commence.

   (e) A statement in not less than fourteen point modern type at the

head of said contract stating, "This is not an insurance contract."

12253.  A person shall not solicit or aid in the solicitation of

another person to purchase a service contract issued by a club not

having a certificate of authority procured pursuant to this part.

12254.  A club or an officer or agent thereof shall not in any

manner misrepresent the terms, benefits or privileges of any service

contract issued or to be issued by it.

12255.  Any service contract made, issued or delivered contrary to

any provision of this part shall nevertheless be valid and binding on

the club.

12256.  Any motor club may elect not to execute, issue, or deliver

service contracts in this state.  A club may distribute brochures,

prospectuses, or advertisements which are not contracts.  Such

materials may be issued or delivered without prior approval of the

commissioner.

   If a club does not use service contracts it shall execute, issue,

and deliver membership cards, tokens, or other indicia of membership

to its members.
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12280.  A club agent doing business in this State shall not execute,

issue or deliver any service contract to any person owning or

operating motor vehicles without first obtaining a license from the

commissioner.

12280.2.  The fee for filing application for license as motor club

agent is the same as that for filing application for license as

insurance agent and the provisions of Chapter 5 (commencing with

Section 1621), Part 2, Division 1, applicable to insurance agents are

applicable to motor club agents and their licenses.

   Insurance agents, brokers, and solicitors licensed under Chapter 5

(commencing with Section 1621), Part 2, Division 1, need not be

licensed to act as motor club agents under this article.

   This section shall not permit a motor club agent to have a

certificate of convenience nor a nonresident license, but shall

require only club appointments, and shall not require the keeping of

records or fiduciary accounts.  Appropriate licenses and license

applications may be prescribed by the commissioner.

12281.  Without first obtaining such license, a club agent shall not

collect or receive from any person, in advance of the execution,

issuance or delivery of any such service contract, any money or other

thing of value upon any promise or agreement to execute, issue or

deliver any such service contract.
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12311.  Any person violating any provisions of this part is guilty

of a misdemeanor.



