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SENATE HEALTH COMMITTEE:  10-0, 6/30/21 

AYES:  Pan, Eggman, Gonzalez, Grove, Hurtado, Leyva, Limón, Roth, Rubio, 

Wiener 

NO VOTE RECORDED:  Melendez 

 

SENATE INSURANCE COMMITTEE:  10-0, 7/8/21 

AYES:  Rubio, Jones, Archuleta, Bates, Borgeas, Glazer, Hueso, Hurtado, 

Portantino, Roth 

NO VOTE RECORDED:  Dodd, Melendez 

 

SENATE APPROPRIATIONS COMMITTEE:  7-0, 8/26/21 

AYES:  Portantino, Bates, Bradford, Jones, Kamlager, Laird, McGuire 

 

ASSEMBLY FLOOR:  75-0, 6/1/21 - See last page for vote 

  

SUBJECT: Alcoholism or drug abuse recovery or treatment facilities:  recovery 

residences:  insurance coverage 

SOURCE: California Insurance Commissioner Ricardo Lara 

DIGEST: This bill requires licensed alcoholism or drug abuse recovery or 

treatment facilities (RTFs) to maintain liability and other insurance coverages, as 

specified. This bill requires government entities that contract with RTFs and 

recovery residences (RRs) to require those entities to maintain similar insurance 

coverages. 

Senate Floor Amendments of 9/3/21 clarify that RRs are considered to be run not-

for-profit as long as they are not owned by or under contract with an RTF licensed 

by the Department of Health Care Services (DHCS), or are not owned by or under 

contract with an affiliate, contractor, or intermediary of a DHCS-licensed RTF. 
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ANALYSIS:   

Existing federal law:  

1) Prohibits, pursuant to the federal Fair Housing Act (FHA), housing 

discrimination on the basis of race, color, religion, sex, handicap, familial 

status, and national origin.  

2) Defines “handicap” (disability) as a physical or mental impairment that 

substantially limits one or more major life activities, including having a drug 

addiction and alcoholism, as specified.  [42 USC §3601, et seq.] 

Existing state law: 

1) Grants the Department of Health Care Services (DHCS) the sole authority in 

state government to administer, license, certify, and regulate all substance use 

disorder (SUD) functions and programs. [HSC §11750, et seq.] 

2) Requires DHCS to license RTFs that provide 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. [HSC §11834.01, et seq.] 

3) Requires an RTF that serves six or fewer persons, for purposes of local 

regulation, to be considered a residential use of property. Prohibits the 

application of any term to an RTF that implies the treatment home is a business 

run for profit or differs in any other way from a single-family residence. [HSC 

§11834.23] 

4) Requires a DHCS licensed RTF or certified program to disclose to DHCS 

ownership or control of, or financial interest in, a “recovery residence,” as 

defined, or any contractual relationship with an entity that regularly provides 

professional services or substance use disorder treatment or recovery services to 

clients of licensed RTFs or certified programs, if the entity is not part of the 

certified program or licensed RTF. [HSC §11833.05] 

5) Defines a “recovery residence” as a residential dwelling that provides primary 

housing for individuals who seek a cooperative living arrangement that supports 

personal recovery from an SUD and that does not require licensure by DHCS or 

does not provide licensable services, as specified, including residential 

dwellings commonly referred to as “sober living homes (SLH),” “sober living 

environments,” or “unlicensed alcohol and drug free residences.” [HSC 

§11833.05] 
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6) Defines “policy of residential property insurance” to mean a policy insuring 

individually owned residential structures of not more than four dwelling units, 

individually owned condominium units, or individually owned mobile homes, 

and their contents, located in this state and used exclusively for residential 

purposes or a tenant’s policy insuring personal contents of a residential unit 

located in this state. [INS §10087] 

This bill: 

1) Requires a DHCS-licensed RTF that serves more than six residents to, at all 

times, maintain all of the following insurance coverages: 

a) Commercial general liability insurance that includes coverage for premises 

liability, products and completed operations, contractual liability, personal 

injury and advertising liability, abuse, molestation, sexual actions, and 

assault and battery, with minimum coverage amounts for bodily injury or 

property damage of not less than $1 million per occurrence; 

b) Commercial or business automobile liability insurance covering all owned 

vehicles, hired or leased vehicles, nonowned vehicles, and borrowed and 

permissive uses, with minimum coverage amounts for bodily injury or 

property damage of not less than $1 million per occurrence; 

c) Workers’ compensation insurance, as specified; 

d) Employer’s liability insurance, with minimum coverage amounts for bodily 

injury or disease of not less than $100,000 per occurrence; and, 

e) Professional liability and errors and omissions insurance that includes an 

endorsement for contractual liability, with minimum coverage of $1 million 

per occurrence and $2 million aggregate, with a contract that includes an 

endorsement for defense and indemnification of any government entity with 

which the RTF has contracted, if applicable. 

2) Requires DHCS-licensed RTFs that serve six or fewer residents to maintain 

liability insurance from an admitted or nonadmitted insurer, as specified. 

3) Requires any “government entity,” as defined, that contracts with an RTF or RR 

to require the contractor, at all times, to maintain insurance coverages in 1) and 

2) above, with the government entity included as an additional insured. Defines 

“government entity” as the state, the county, or a city. 
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4) Permits a privately owned recovery residence that contracts with a government 

entity to meet the insurance requirements of this section by procuring coverage 

from an admitted insurer, or a nonadmitted insurer that is eligible to insure a 

home state insured, as specified. 

5) Prohibits an RR managed by its residents and run not-for-profit, as specified, 

from being prohibited from obtaining coverage under a policy of residential 

property insurance.  

Comments 

Author’s statement. According to the author, currently there is no existing state law that 

requires an RTF or RR to maintain minimum insurance coverage levels. The lack of this 

requirement puts patients and workers at risk. With more Californians seeking RTFs or 

RRs for assistance, stronger consumer protections are needed now. 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 is 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 seeking recovery receive the care 

they need without worrying about their safety. This bill will ensure that licensed RTFs 

and RRs that contract with the government maintain minimum insurance coverage levels 

to protect patients and workers from abuse or injury. 

(NOTE:  For an extensive analysis on this bill, please refer to the Senate Health 

Committee analysis dated June 28, 2021.) 

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: No 

According to the Senate Appropriations Committee: 

 DHCS estimates increased staffing costs of $610,000 in FY 2024-24 and 

$574,000 ongoing General Fund; 

 California Department of Corrections and Rehabilitation report potential costs 

which are unknown; and,  

 Potential state-reimbursable mandate costs for local public safety agencies also 

unknown. 
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SUPPORT: (Verified 8/26/21) 

California Insurance Commissioner Ricardo Lara (source) 

Associated Rehabilitation Program for Women, Inc. 

California Consortium of Addiction Programs and Professionals 

Casa Palmera 

City of Torrance 

Community Social Model Advocates, Inc. 

County of Orange 

Elevate Addiction Services 

Hathaway Recovery  

Opus Health, LLC 

Orange County Recovery Collaboration 

San Jose City College Alcohol and Drug Studies Program 

Soroptimist House of Hope, Inc. 

Stepping Stone San Diego 

The Purpose of Recovery 

The Turning Point Home 

OPPOSITION: (Verified 8/26/21) 

Los Angeles County Sober Living Coalition  

ARGUMENTS IN SUPPORT:  The California Insurance Commissioner Ricardo 

Lara (CIC) cites regulations for licensed RTFs that require them to report such 

things as client deaths and the lack of such a requirement imposed on RRs. The 

CIC argues that an insurance company would want to know if there was a death or 

facility injury or if a residence or facility is complying with facility standards so 

they can manage their risk and assess whether additional safety protocols may be 

necessary by their insured. Risk management, or loss control, is used by many 

insurance companies today, especially those that write commercial liability 

insurance. Because commercial liability claims tend to be complex with high dollar 

amounts at stake with the potential for litigation, most commercial insurance 

companies have their own loss prevention departments or rely upon contracted loss 

prevention services. Usually loss control services are built into higher risk, higher 

premium accounts as a part of the entire package of insurance. When proven loss 

control measures are implemented, the public and workers are better protected, and 

premium costs go down as loss experience improves. Any business, including a 

SLH, could reasonably have liability that a residential insurance policy would not 

sufficiently cover. Commercial insurance coverage that is available today is more 

suitable for the risks associated with this type of business. Other supporters argue 
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that this bill will ensure that RTF clients and RR participants will be compensated 

when necessary and will serve to strengthen the state’s treatment and recovery 

system by reducing the number of SUD businesses and living arrangements that 

fail due to inadequate insurance coverage. Additionally, unscrupulous RR/SLH 

operators who seek to avoid responsibility when damages are incurred will no 

longer be able to skip town when their poorly managed residences experience 

predictable outcomes of property damage and/or injury to residents. 

ARGUMENTS IN OPPOSITION: The Los Angeles County Sober Living 

Coalition (LACSLC) argues that commercially operated treatment centers should 

not be confused with small homes used by myriad government entities for 

vulnerable people. Big treatment centers should, of course, have commercial 

insurance, but the small operators who make a few beds available for poor people 

will not be able to maintain affordable beds for people who chose recovery if they 

are held to the same standard as large, licensed recovery centers. Every small home 

operator already carries liability coverage sufficient to protect people in their 

homes. Requiring additional coverage is not needed. LACSLC argues this is a 

thinly veiled money grab by big operators and the insurance industry, and 

additional costs will eliminate housing. LACSLC request this bill be amended to 

remove the requirement that privately operated RRs must provide commercial 

insurance. 

 

 

ASSEMBLY FLOOR:  75-0, 6/1/21 

AYES:  Aguiar-Curry, Arambula, Bauer-Kahan, Bennett, Berman, Bigelow, 

Bloom, Boerner Horvath, Bryan, Burke, Calderon, Carrillo, Cervantes, Chau, 

Chen, Chiu, Choi, Cooley, Cooper, Cunningham, Megan Dahle, Daly, Davies, 

Flora, Fong, Frazier, Friedman, Gabriel, Gallagher, Cristina Garcia, Eduardo 

Garcia, Gipson, Lorena Gonzalez, Gray, Grayson, Holden, Irwin, Jones-Sawyer, 

Kalra, Lackey, Levine, Low, Maienschein, Mathis, Mayes, McCarty, Medina, 

Mullin, Muratsuchi, Nazarian, Nguyen, O'Donnell, Patterson, Petrie-Norris, 

Quirk, Ramos, Reyes, Luz Rivas, Robert Rivas, Rodriguez, Salas, Santiago, 

Seyarto, Smith, Stone, Ting, Valladares, Villapudua, Voepel, Waldron, Ward, 

Akilah Weber, Wicks, Wood, Rendon 

NO VOTE RECORDED:  Kiley, Lee, Quirk-Silva, Blanca Rubio 

 

Prepared by: Reyes Diaz / HEALTH / (916) 651-4111 

9/7/21 17:03:40 

****  END  **** 
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