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Date of Hearing:  April 29, 2021 
 

ASSEMBLY COMMITTEE ON INSURANCE 
Tom Daly, Chair 

AB 1158 (Petrie-Norris) – As Amended April 22, 2021 

SUBJECT:  Alcoholism or drug abuse recovery or treatment facilities:  recovery residence:  
insurance coverage 

SUMMARY:  Requires alcoholism or drug abuse recovery treatment facilities (RTF) licensed by 
the Department of Health Care Services (DHCS) and recovery residences (RR) to maintain 
specified insurance coverages. Specifically, this bill:   

1) Requires a RTF licensed by DHCS, to at all times, maintain all of the following insurance 
coverages and to include any government entity (GE) that the RTF has a contract with as an 

additional insured: 

a) Commercial general liability insurance, as specified, with minimum coverage amounts 
for bodily injury or property damage of not less than one million dollars ($1,000,000) per 

occurrence; 

b) Commercial or business automobile liability insurance, as specified, with minimum 

coverage amounts for bodily injury or property damage of not less than one million 
dollars ($1,000,000) per occurrence; 

c) Workers’ compensation insurance as required by law; 

d)  Employer’s liability insurance, with minimum coverage amounts for bodily injury or 
disease of not less than one hundred thousand dollars (100,000) per occurrence; and, 

e) Professional liability and errors and omissions insurance that includes an endorsement for 
contractual liability with minimum coverage amounts of one million dollars ($1,000,000) 
per occurrence and two million dollars ($2,000,000) aggregate. 

2) Requires any GE that contracts with a privately owned RR or RTF to require that the contract 
include the following: 

a) That the RR fully comply with all of the standards set forth in the most recent version of 
the NARR Standards developed by the National Alliance for Recovery Residences 
(NARR), or if applicable, standards developed pursuant to Assembly Bill 1098 of the 

2021-22 Regular Session; 
 

b) That the RR provide the insurer, and the Insurance Commissioner (Commissioner) with 
an initial compliance report within 60 days of obtaining coverage and provide biennial 
compliance updates thereafter; 

 
c) That the RR or RTF contractor is to, at all times, maintain all of the insurance coverages 

listed in 1) a-e) above, and which are to include the GE as an additional insured and 
which is to be obtained from an admitted insurer; and 
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d) That the RR or RTF contractor is to report to the GE, and any insurers providing 
insurance coverage to the contractor, within seven days of any deaths or incidents 

requiring hospitalization that occur at the RR or RTF. 

i) Requires that if the reporting entity is a RR, the report is to include specified details 
related to the incident. 

ii) Requires that if the reporting entity is a RTF, the report is to include all of the 
information required to be reported in state regulations governing RTFs. 

3) Provides that compliance reports and notifications made to an insurer as outlined in 2) above 
do not create any additional authority, liability, or responsibility on the part of the insurer. 
 

4) Authorizes an insurer providing insurance coverage to a RR, to consider all of the following: 
 

a) Whether the RR fully complies with all of the standards set forth in the most recent 
version of the NARR Standards developed by the NARR; and 
 

b) Whether the RR fully complies with the insurance coverage and reporting requirements 
outlined in 2) c) and d) above;  

 
5) Authorizes an insurer providing insurance coverage to a RTF, to consider all of the 

following: 

 
a) Whether the RTF fully complies with all applicable state regulations; 

 
b) Whether the RTF fully complies with the insurance coverage requirements of 1) above; 

and 

 
c) Whether the RTF make all reports required in 2) d) above and whether the RTF 

contemporaneously provide the insurer with a copy of the report. 
 
EXISTING LAW:   

1) Creates the Department of Insurance (CDI), headed by the Insurance Commissioner, and 
authorizes CDI, among various duties, to regulate the business of insurance in this state. 

2) Requires that a business carry various types of insurance, including but not limited to, 
workers compensation insurance if it has employees and commercial automobile insurance 
for all business-owned vehicles. 

3) Grants DHCS sole authority to license RTFs that provide 24-hour residential non-medical 
services to adults who are recovering from problems related to alcohol, drug, or alcohol and 

drug misuse or abuse, and who need alcohol, drug, or alcohol and drug recovery, treatment, 
or detoxification services. 

4) Requires RTF licensees to provide at least one of the following: recovery, treatment, or 

detoxification services.  
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5) Requires, through regulations, each applicant for an RTF to submit to DHCS a written plan 
of operation. 

 
6) Requires an RTF that serves six or fewer persons, whether or not unrelated persons are living 

together, to be considered a residential use of property. Requires the residents and operators 

of the RTF to be considered a family for the purposes of any law or zoning ordinance that 
relates to the residential use of property. 

 
7) Prohibits an RTF that serves six or fewer persons from being included within the definition 

of a boarding house, rooming house, institution or home for the care of minors, the aged, or 

persons with mental health disorders, foster care home, guest home, rest home, community 
residence, or other similar term that implies that the RTF is a business run for profit or differs 

in any other way from a single-family residence.  
 

8) Defines “recovery residences” as a residential dwelling that provides primary housing for 

individuals who seek a cooperative living arrangement that supports personal recovery from 
a substance use disorder (SUD) and that does not require licensure by DHCS or does not 

provide licensable services, as specified, including, but not limited to, residential dwellings 
commonly referred to as “sober living homes” (SLHs), “sober living environments,” or 
“unlicensed alcohol and drug free residences.” 

 
9) Prohibits, under the Fair Employment and Housing Act, discrimination against any person in 

any housing accommodation on the basis of race, color, religion, sex, marital status, national 
origin, ancestry, familial status, or disability. Specifies that discriminatory land use 
regulations, zoning laws, and restrictive covenants are unlawful acts. 

 
FISCAL EFFECT:  Unknown. 

COMMENTS:   

1) Purpose. According to the author and the bill’s sponsor, CDI, the bill is needed to ensure that 
licensed drug abuse recovery and treatment facilities and recovery residences that contract 

with the government maintain minimum insurance coverage levels and higher standards to 
protect patients from abuse or injury. Additionally, the bill will ensure that adequate 

coverage exists to protect persons from harm and cover the claims of those who are 
unfortunately harmed. Specifically, the author states: 

“While there are many good actors in the state helping individuals get on their feet, some 

media reports detail unscrupulous business practices that are using patients for profits. 
The most notable of media investigatory reports being a series by the Orange County 

Register describing the “Rehab Riviera,” and the abuses in substance abuse recovery 
services in Southern California, operating with little to no government regulation and/or 
private insurance industry risk management. 

It is critical that patients at treatment facilities receive the care they need without 
worrying about their safety. This bill will ensure that licensed drug abuse recovery and 

treatment facilities and recovery residences that contract with the government maintain 
minimum insurance coverage levels and higher standards to protect patients from abuse 
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or injury.  By guaranteeing minimum insurance coverage levels, patients and their 
families will be much better protected.” 

2) Background. 

a) RTFs. RTFs are licensed by DHCS to provide recovery, treatment, and detoxification 
services. As part of their licensing function, DHCS conducts reviews of RTF operations 

every two years, or as necessary. DHCS’s Substance Use Disorder Compliance Division 
checks for compliance with statute and regulations to ensure the health and safety of RTF 

residents and investigates all complaints related to RTFs, including deaths, complaints 
against staff, and allegations of operating without a license. DHCS has the authority to 
suspend or revoke a license for conduct in the operation of an RTF that is inimical to the 

health, morals, welfare, or safety of either an individual in, or receiving services from, the 
facility or to the people of the State of California. According to DHCS, as of March 9, 

2017, DHCS licenses 970 RTFs throughout the state.  
 

b) Unlicensed RR/SLHs. A RR/SLH is a residence for people in recovery from substance 

abuse. It may serve as support for individuals undergoing treatment but it does not provide 
treatment or care, unlike a RTF. The state laws and licensing requirements that govern 

treatment and care facilities do not currently include RRs. Therefore, the state does not 
keep any list of registered RRs, conduct inspections of RRs, or perform any of the other 
activities associated with licensing facilities.  

 
A RR may be completely self-governed or have formal on-site management, but in the 

latter case, the managers’ duties relate to the administration of the house rather than the 
tenants or their recovery. The tenants of a RR pay rent and abide by house rules, which 
always include maintenance of sobriety and participation in a self-help program. The 

California Research Bureau estimates that there are at least 12,000 sober living beds in the 
state to serve an eligible population of between 25,000 and 35,000 individuals. 

 
DHCS states that while RR/SLHs are not required to be licensed by DHCS, they may be 
subject to other types of permits, clearances, business taxes, or local fees, which may be 

required by the cities or counties in which they are located.  
 

c) NARR. NARR is a 501(c) 3 nonprofit organization dedicated to expanding the availability 
of well-operated, ethical and supportive recovery housing. NARR has developed the most 
widely referenced national standard for the operation of RRs. They work with and support 

30 state affiliate organizations. NARR and these organizations collectively support over 
25,000 persons in addiction recovery who are living in over 2,500 certified RRs 

throughout the United States.  
 
In 2011, NARR established a national standard for RRs. The standard was developed 

through a strength-based and collaborative approach that solicited input from all major 
regional and national recovery housing organizations. Based on this national standard, 

NARR developed a certification program that it licenses to its affiliates. In turn, affiliate 
organizations are responsible for certifying RRs that meet the national standard. 
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d) Commercial liability insurance . Commercial liability insurance (also called business 
liability insurance and commercial general liability insurance) protects California 

businesses from financial loss resulting from claims of injury or damage caused to others 
by an owner or its employees. Commercial Liability Insurance is generally not mandatory 
for businesses operating in California. A policy typically covers bodily injury, personal 

injury, advertising injury, and legal defense and judgments.  

3) Related and Previous Legislation. 

a) AB 1098 (Daly) creates the Excellence in Recovery Residence Housing Act and requires 
the Secretary of California Health and Human Services to develop and publish on DHCS 
internet website consensus-based guidelines and nationally recognized standards for 

counties to use to promote the availability of high-quality RR housing for individuals with 
an SUD and to dissuade the use of contracting with, or referral to, RRs that do not meet 

these guidelines and standards. AB 1098 is pending in the Assembly Appropriations 
Committee. 
  

b) SB 349 (Umberg) creates the California Ethical Treatment for Persons with Addiction Act 
to provide protection for SUD treatment clients and their families. SB 349 is pending in 

the Senate Appropriations Committee. 
 

c) AB 919 (Petrie-Norris), Chapter 811, Statutes of 2019, expanded the prohibitions on 

specified entities from giving or receiving remuneration or anything of value for the 
referral of a person who is seeking SUD recovery or treatment services in order to prevent 

those specified entities from inducing an individual to receive recovery or treatment 
services by providing free housing, transportation, and other related services. Requires the 
establishment of an enforcement program for purposes of unlawful referrals, as specified.  

 
4) Double-Referral. This bill recently passed out of the Assembly Health Committee on a 15-0 

vote. 

REGISTERED SUPPORT / OPPOSITION: 

Support 

Associated Rehabilitation Program for Women, INC. 
California Consortium of Addiction Programs and Professionals 

California Department of Insurance 
Casa Palmera 
City of Torrance 

Community Social Model Advocates, INC. 
Elevate Addiction Services 

Hathaway Recovery Substance Abuse and Behavioral Treatment Center 
Opus Health, LLC 
Orange County Recovery Collaboration 

Orange; County of 
San Jose City College Alcohol and Drug Studies Program 

Soroptimist House of Hope, INC. 
Stepping Stone of San Diego 
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The Purpose of Recovery 
The Turning Point Home 

 

Opposition 

 

None on file.  

Analysis Prepared by: Claire Wendt / INS. / (916) 319-2086 


