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[bookmark: _GoBack]In consequence of the COVID-19 pandemic, the California Department of Insurance earlier this year issued Bulletins 2020-3 and 2020-4 directing insurers to make a “premium refund” for the months of March, April and May “to all adversely impacted California policyholders” in certain lines of business, including private passenger automobile insurance and commercial automobile insurance. The Bulletins stated that the Commissioner “grants each insurer reasonable flexibility in determining how best to quickly and fairly accomplish” this result, noting that insurers may do so “by providing a premium credit, reduction, return of premium, or other appropriate premium adjustment.” Bulletin 2020-8 was later issued “to extend the directives and reporting requirements set forth in Bulletins 2020-3 and 2020-4” to the month of June and “for any months subsequent to June as conditions warrant.” Bulletin 2020-8 also provides by hyperlink an Excel Workbook for insurers to make their required report to the Department for the three-month period of June through August. In December, Bulletin 2020-8 was amended and stated “if any premium relief is provided for the months of September, October, November or December, that information shall be submitted to the Department no later than February 1, 2021.”

State Farm General Insurance Company (SFG) hereby responds to Questions 2a, 2b, 4, 5 and 6 of the Workbook as follows.

Question 2a (lines of insurance where no refunds are necessary)

As further explained in the company’s June and October 2020 reports to the Department, no refund is warranted for the following lines of business:

· Contractors – This policy type is auditable, so final premiums charged will reflect changes in exposure over the policy term. 

· Apartment/Residential Condo – The exposure for both property and liability coverages has not decreased during the pandemic or as a result of shelter-in-place orders.

· Commercial Liability Umbrella Program – Many customers have underlying policies (such as Apartment/Condo) that, as mentioned above, do not have reduced exposure as a result of the pandemic. Based on how CLUP is rated, any reduction of exposure on the underlying policy would result in either no, or minimal, adjustment to final premium, for a limited number of policies. 

· Medical Malpractice – The exposure for Nurses Professional Liability (written as an endorsement to a Homeowners policy) has not decreased during the pandemic or as a result of shelter-in-place orders.


Questions 2b, 4 and 5 (summary of action plan)

As already described in more detail and reflected in the workbook for the June report, SFG is making the following premium adjustments, “in anticipation of reduced claim volume due to pandemic-related business closures and related impacts to the economy”:

· Businessowners – SFG is applying a uniform reduction of 40% of the rated liability exposure amounts for all customers, for one annual renewal cycle. This impacts all non-minimum premium policies, with an overall estimated premium impact of -8% for policies issued or renewed on and after September 15, 2020. For all customers whose policies terminated between March 20 and August 31, 2020, SFG refunded 25% of the premium owed for coverage that was in force during the period of March 20 to May 31.

· Religious Organizations – SFG is applying a uniform reduction of 40% of the rated liability exposure amounts for all customers, for one annual renewal cycle. This impacts all non-minimum premium policies, with an overall estimated premium impact of -4% for policies issued or renewed on and after September 15, 2020. For all customers whose policies terminated between March 20 and August 31, 2020, SFG refunded 10% of the premium owed for coverage that was in force during the period of March 20 to May 31.

Question 6 (“Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.”)

In addition to the premium reduction, other measures include, as already described in the June and October reports:

· Exposure Base Estimates – Policyholders have the opportunity to provide updated exposure base estimates (e.g. sales, payroll, weekly attendance), as applicable. Customers are also encouraged to contact their State Farm agent with any questions.

· Suspension of Cancellations – Consistent with the Commissioner’s requests for a ‘grace period’ for insurance premium payments, State Farm suspended nonpayment cancellation notices for all policies in all product lines from March 20 until July 14, 2020.
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