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Insurance Commissioner Has Authority to Regulate Replacement Cost 

Estimates 

 

The California Supreme Court held that the Insurance Commissioner's regulation regarding replacement 

cost estimates for homeowners insurance was a proper exercise of the Commissioner’s authority. 

 

Association of California Insurance Companies v. Jones 

(Supreme Court of California, January 23, 2017) 

2 Cal.5th 376 

 

After the record number of wildfires in California between 1991 and 2008, a market survey by the 

Department of Insurance indicated that homeowners were frequently underinsured in that the coverage 

limit understated what was actually required to rebuild after a fire. Further, fewer and fewer insurers 

offered guaranteed replacement coverage. In response, the Insurance Commissioner proposed new 

replacement cost regulations, which were codified at California Code of Regulations, title 10, section 

2695.183, and became effective on June 27, 2011. While the new regulations did not require the insurer 

to set or recommend policy limits or provide an estimate of the cost to rebuild or replace a home, the 

regulation did set forth new standards if the insurer chose to opine on replacement costs. Before the new 

regulation became effective, the plaintiff, Association of California Insurance Companies, filed a 

declaratory relief action challenging the validity of the regulation on a number of grounds, including that 

it exceeded the Commissioner’s authority. The trial court and the Court of Appeal granted the plaintiff’s 

requested relief, but the Supreme Court reversed, holding that the Commissioner's regulation was 

authorized under the Unfair Insurance Practices Act (UIPA). The Court noted that the Legislature 

conferred “quite broad” authority in the Commissioner, which included the power to promulgate 

reasonable rules and regulations addressing unfair and deceptive acts prohibited under section 790.03, 

subdivision (b). Because the trial and appellate court failed to consider all of the other grounds raised by 

the plaintiff in challenging the Commissioner’s authority, the Court remanded the matter for further 

proceedings. 

 

 

To view the opinion, click HERE. 
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