
 
 

 

 
January 27, 2011 
 
 
Chairman Lamar Smith 
House Judiciary Committee 
2138 Rayburn House Office Building  
Washington, DC  20515 
 
Dear Chairman Smith: 
 
California is the only state in the nation where the impact on medical malpractice insurance 
premiums of both strong insurance rate regulation and strict medical liability limits can be 
directly compared.   
 
Legislation you introduced this week that would severely limit the rights of patients who are 
victims of medical negligence relies on incontrovertible errors in your understanding of 
California’s experience.  
 
California’s insurance reform initiative, Proposition 103, required a 20% rollback of insurance 
premiums for virtually all property and casualty insurers, including medical malpractice insurers. 
Property-casualty insurance companies in California eventually issued over $1.4 billion in refund 
checks under this provision, and medical malpractice insurance companies were the first in the 
state to voluntarily comply. The state’s top three medical malpractice insurance companies paid 
more than $60 million in refunds.  
 
We have enclosed press releases and consent orders from the California Department of Insurance 
detailing these rebates. The Department’s announcement of the refund by NORCAL Mutual is 
representative: “First Insurance Company To Voluntarily Comply with Proposition 103; 
NORCAL Mutual Agrees to 20 percent Policyholder Refund Totalling $19.9 Million.”  Indeed, 
for confirmation of these rebates you need only turn to your colleague from California, 
Representative John Garamendi, who was California Insurance Commissioner at the time.  
 
An article you quoted at last week’s oversight hearing on medical liability limits gave the false 
impression that the rollback did not occur. You quoted the Orange County Register – “the 
California Supreme Court amended Proposition 103 to say that insurers could not be forced to 
implement the 20% rollback if it would deprive them of a fair profit” – to argue that the rollback 
didn’t take place, and therefore Proposition 103 could not have been responsible for insurance 
premium savings.  
 
The California Supreme Court did not reject the rollback. It found that a company could be 
exempted only if the rollback would deny the company a fair return. As evidenced by the $1.4 
billion in refunds eventually issued, many insurance companies complied with the rollback. We 
request you correct this error for the record. 



 
The 20% rollback was not the only provision of Proposition 103 that resulted in reduced medical 
malpractice premiums for doctors and other medical professionals. Proposition 103’s central 
reform was the creation of “prior approval” regulation of all property-casualty insurance rates, 
including medical malpractice insurance. The law requires insurance companies to open their 
books and get approval for any rate change before it takes effect. It prohibits insurance 
companies from passing on to policyholders excessive executive salaries, profits, and 
administrative expenses. 
 
Medical malpractice insurance premiums increased 450% in California in the thirteen years after 
liability limits were enacted. In the first three years after Proposition 103 was enacted 
malpractice premiums fell 20%, then stabilized even as premiums across the country continued 
to fluctuate. These savings are illustrated in an analysis of medical malpractice premiums by the 
Sacramento Bee: 
 
 

 



 
Proposition 103 also allows any member of the public to intervene and challenge excessive rate 
increases. Consumer Watchdog has used this intervenor process to prevent $66 million in 
unjustified rate hikes for doctors and other medical professionals since 2003. 
 
Congressman Garamendi was California’s first elected Insurance Commissioner when the 
malpractice insurance rebate checks were sent, and was in office for the implementation of most 
of Proposition 103’s provisions. We urge you to invite Congressman Garamendi to testify before 
the committee and provide his expert perspective on the law’s implementation.  
 
In the years prior to Proposition 103, California’s severe malpractice liability limits did nothing 
to limit doctors’ ever-inflating malpractice insurance premiums. Only when strong insurance 
reform was enacted did malpractice premiums fall, then stabilize.  
 
We have worked for decades with California patients who are twice injured: first by medical 
negligence, and again by a legal system that denies them justice. We urge you to reconsider a 
path that will lock patients out of the courtroom and still fail to provide the health cost reductions 
you seek.  
 
I can be reached at (202) 629-3043 to answer any questions you may have. 
 
Sincerely, 

 
Carmen Balber 
Washington DC Director 
Consumer Watchdog 
 
 
cc  Ranking Member John Conyers 
     Members, House Judiciary Committee 
 



 
 

 

 
Top 3 California Medical Malpractice Insurers Issued  

Proposition 103 Refunds of Over $60 Million to Doctors 
 

Claims That Medical Malpractice Insurance Was Not Subject To 
Proposition 103 Rollbacks Are False 

 
 
The attached documents from 1991 and 1992 prove that California's landmark insurance reform, 
Proposition 103, resulted in more than $60 million in refunds to doctors and other medical 
malpractice insurance policyholders from the top three malpractice insurers alone.  These 
refunds were announced by then California Insurance Commissioner, now Congressman, John 
Garamendi. 
 
Medical malpractice insurers were the first companies to comply with Proposition 103's 
rollback-refund provision.  Eventually, Proposition 103 returned more than $1.4 billion in 
refunds from auto, home, medical malpractice and other insurers. 
 
In this packet you will find: 
 
• October 9, 1991 News Release by California Department of Insurance: First Insurance 

Company To Voluntarily Comply with Proposition 103; NORCAL Mutual Agrees to 20 
percent Policyholder Refund Totalling $19.9 Million 

 
• October 18, 1991 News Release by California Department of Insurance: More Rebates to 

Come As Second Insurer Voluntarily Agrees To Comply With Proposition 103; Physicians 
Exchange To Refund Over $30 Million To Policyholders 

 
• February 18, 1992 News Release by California Department of Insurance: Garamendi 

Announces Rebate Of Almost $20 Million; The Doctors' Company to Write Checks, Give 
Credit to 9,500 Policyholders 

 
• December 3, 1991 Stipulation and Consent Order In the Matter of the Rate Rollback and 

Refund Obligation of NORCAL Mutual Insurance Company 
 
• December 12, 1991 Stipulation and Consent Order In the Matter of the Rate Rollback and 

Refund Obligation Southern California Physicians Insurance Exchange 
 
• March 4, 1992 Stipulation and Consent Order In the Matter of the Rate Rollback and Refund 

Obligation of The Doctors' Company 
 


















































