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Memorandum No. 17(1962)
Subject: Study No. 52(L) - Sovereign Immunity {Insurance)

Attached (blue pages) are two coples of a draft of a tentative
recommendation relating to insurasnce for public entities and public
officers and employees. We suggest that you make your revisions of
the text of the recommendation on cne copy so that the staff will
have it available after the meeting.

Perhaps the most important policy decision in the insurance problem
is whether insurance should be required of all public entities. It 1s
believed that the Commission would not want to recommend that insurance
be reguired unless it had more information concerning the availability
and cost of insurance, the extent to which insurance is now purchased,
the extent to which the rules of liability will be changed, etc.
Moreover, if insurance were to be required, many difficult problems
would arise as to the procedure that should be established to determine
whether a public entity has met the insurance requirement. It is
recommended thet we do not take up these complex problems at this time.
But at the same time it is strongly urged that the Commission adopt the
attached tentative recommendation so that the 1963 Iegislature can enact
a statutory authorization to insure so that the authority to insure will
be ae broad as the potential liability.

The recommendation proceeds on the assumption that the Commission will
not recommend to the 1963 Iegislature that insurance be made mandatory;
but, at the same time, the recommendation indicates that this matter wmay

be the subject of a recommendation to the 1965 session,
Respectfully submitted,

John H. DeMoully
Executive Secretary
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TENTATIVE RECOMMENDATION

of the
CALIFCRNIA LAW REVISION COMMISSICHN
relating to

Insurance Coverage for Public Entities and Public Officers and Employees

A number of Californis statutes either authorize or require public
entities to insure ageinst their cwn tort liability and against the
personal tort liability of their officers and employees.

The principal statute authorizing local public entities to purchase
insurance against their own tort liability is Section 1956.5 of the
Government Code. This section provides local public entities with
ample statutory authority to insure against both negligent and intentionsl
torts. There is no similar general provision expressly authorizing
the Stete to insure against tort liability; but such authority mey
exist, by implication, under Government Code Section 624. Other statutes
that apply to particular types of local public entities or to particular
kinds of activities are inconsistent with these general provisions and
provide for a more limited authority to insure. For example, Vehicle
Code Section 17003 authorizes public entities to insure themselves
against liability arising out of the negligent.--but not the intentionally
torticus~-operetion of motor vehicles. It is not clear whether special
atatutes like Section 17003 will be construed to restrict the authority
to insure given by Section 1956.5 which purports to authorize insuring
against all forms of tort liability.
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The principal statute authorizing public entities to insure
their officers and employees against personal liability is Section 1956
of the Government Code. This section authorizes any public entity
to insure its personnel against liability for negligence, false arrest
and false imprisonment, but does not authorize insuring public personnel
against other intenticnal torts. Thus, for example, a city park director
who is required by the terms of his employment to maintain order in a
city park, and who acts in good faith but with excessive force in
removing a rowdy from the park area, would personally have to pay
a tort judgment based on such assault.l On the other hand, Education
Code Section 1044, which applies only to school districts, mekes it
mandatory for every school district governing board to insure its
officers and employees against personal liability for negligence and
mekes it permiesive for the bomrd to insure them against personal
lighility for intenticmal tcrts.2 There are a number of cther statubtory
provisions relating to insurance for public personnel: Some of these
permit extremely brcad insurance coverage; others are limited to

relatively narrow types of perscnal liability.

1. Although not authorized to insure him against personal liability,
the city apparently would be required by Section 2001 of the
Government Code to provide counsel and pay the other costs of
defending the action brought against him. Section 2001 requires
the public entity to provide for the defense of an action ageinst
an employee for "any damages caused by any act or failure to act
by such employee occurring during the colurse of his service or
eriployment . The ccst of the defense can be recovered from the
employee only if he "acted or failled to act because of btad faith
or malice." See 39 Ops. Cal. Atty. Gen. 71 (1962), No. 61-2u6.

2, Insurance may be provided under Section 10k to cover perscnal
liability "for any act or omission performed in the line of official
duty."
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Seme statutes that authorize or reguire insurance o be
purchased out of public funds explicitly provide that such protectilon
may te in the form of e self-insurance system. But most of the statutes
do not mention self-insurence, thereby possibly implying that gelf-
insurance is not permissible.

The Law Revision Commission believes that insurance purchased
at public expense is & highly desirable method of mitigating the impact
of liability on both public entities and public officers and employeces
for all torts, whether negligent or intentional. Accordingly, the
Commission recommends that legislation be enacted to achieve the
following objectives:

1. All types of public entities should be expressly authorized
to insure themselves agalnst any tort liability which may be imposed
upon them by law. All public entities may have thls authority now,
but an express statutory provision is desirable to make clear that
a public entity's authority to insure is as broad as its potential
1lisbility.

2. All types of public entities should be expressly authorized
to purchase insurance to cover the personal liability of their officers,
agents and employees for all types of torts committed during the
course of their public employment. A1l public entities now have
authority to insure public personnel against personal liability for
negligent acts and omissions and for false arrest and false imprisonment.
But authority to provide public personnel with insurance protection
against their personal liability for other intentional torts is presently
enjoyed only by school districts and e few other public entities.

Giving all public entities authority to provide their officers,
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agents and employees with adequate insurance coverage will enable
a public entity, if it so chooses, to encourage its personnel to
diligently perform their duties without fear of personal liability.

3. All public entities should be expressly authorized to
insure either by purchasing commercisl liebility insurance or by
adopting a program of self-insurance through the establishment of
financial reserves, or by any combination of the two methods. Full
insurance coverage may be deemed practically indispensable by many
entities. Others, however, may determine that adequate protection at
the lowest possible cost can be provided through a program of self-
insurance, or & ccmbination of self-insurance plus an excess coversge
policy purchased from a commerclal underwriter.

4. Other statutes authorizing or requiring public entities to
insure against their liability or the liebility of their personnel
should not limit or restrict the broad authority to insure given
by the new general insurance statute. The recomsended legislation
contains & provision--Section §90.5--to meke this clear. Thus, special
statutes which authorize purchase of only limited coverage insurance
will not be construed to prevent a public entity from securing full
insurance coverage pursuant to the new statute.

5. The Commission does not recommend at this time that all
public entities be required to provide insurance covering their own
liability or the personal liability of their officers, agents and
employees, The Commission hes not had an opportunity to give this
matter sufficient study to be prepared to make a recommendation

concerning it. The Commission plans to continue its study of the
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public entity insurance statutes and may subtmit a recommendation
relating to this matter to a later session of the legislature. The
Commission does recommend, however, that Bducation Code Section 10hb
and other similar statutes that require insurance coverage be retained.
It would be a step in the wrong direction to make insurance dis-
cretionary in those cases where it is now required by law.

6. Various stetutory sections that now authorize the purchase
of insurance by public entities will be superseded by the new general

insurance statute and should be repealed.



The Commission's recommendation would be effectuated by the

enactment of the following measure:

An act to add Chapter 5 {(commencing with Section 990.1) to Division 3.5

of Title 1 of the Government Code, to amend Section 1959 of, and

to repeal Sections 1231, 1956, 1956.5 and 53056 of, the Government

Code, and to repeal Section 17003 of the Vehicle Code, relating to

insurance for public entities and public officers, agents and

employees.

The peocple of the State of Californis do enact as follows:

SECTION 1. Chapter 5 (commencing with Section 990.1) is added

to Division 3.5 of Title 1 of the Government Code, to read:

CHAFTER 5. INSURANCE
960.1. As uged 1n this chapter:
(a) "Employee" includes an officer, agent or employee.
{p) '"Public entity” includes the State, a county, city, district

or other public agency or public corporation,

990.2. Except for a liability which may be insured against
pursuant to Division 4 {commencing with Section 3201) of the Labor
Code, a public entity may:
(a) Insure itself against any liability.
(b) Insure its employees against personal liability for death, injuries

or damages resulting from any negligent ot wrongful act or cmission during the

-6-



course of thelr service or employment or against any part of such

liability.

990.3. The insurance authorized by this chapter may be provided by:

{a) Self-insurance.

(b) Insurance in any insurer authorized to transact such insurance
in this State.

{c) Any combination of insurance authorized by subdivisions (a)

and (b).

990.4. The premium for the insurance authorized by this chapter

is a proper charge ageinst the public entity.

990.5. The authority provided by this chapter to insure dces not
affect any special insurance statute. No special insurance statute shall
be construed to 1limit or restrict the authority to insure under this
chapter. "Special insurance statute” means a law, other +than this

chapter, that authorizes or requires & public entity to insure against

its lisbility or the liability of publlc personnel.

SEC. 2. Section 1959 of the Government Code is amended to read:

1959. Each county msy insure the officers and attaches of its superior,
mumicipal, and justice courts against any liability, other than a liability
which may be insured ageinst under the provisions of Division 4 {commencing

with Section 3201) of the Iabor Code, for death, injurles or damages result-

ing from {%heiy-aegiigenee-sr—eareiessaess] any negligent or wrongful act

or omission during the course of their service or employment. Such lnsursnce

mey be provided by self-insurance, or by insurance in any insurer authorized
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to transact such insurance in the State, or by any combination

thereof. The premium for the insurance is a proper charge against

the [treasury-ef-the] county.

SEC. 3. Section 1956 of the Government Code is repesled.
[3556+-~£a)--The-Statey-a-esuntyy-estyy-dictriesy-or-any
ether—pabiieuageney-sr-yublée-eer@sratien-ma?-insure-its—ef?ieeyey
aeputiesy-assistantsgagente,-and-emplayees-agaéaat-any
iiability,-e%her-than-a-liability-whiah-may-be-insured-against
unéer—the-Pre¥isians-eﬁunivisien-h-(eaameaeing-with-geetien-aegi}
eg-the-Labeyucedey-ier-in&a;ies—er-éamages-resulting—ifem-theiy
negligenee-er-eareleasaess-daring-the-egurse-sf—theis-seyvéee—er
emglsyment—ané-fer-the-insuries-er—éasages—resalting-f;em-the
éange?eus-e?-éefeetive-eenéitien-ef—gablée-g?egeyty;-éaeluéing
pablie-@regerty-aa-éeﬁineéuia-subéiviséen-%b)-a?-this-seetisn,
and-éue-%e-thai?-a&legea-aegligeaeEPEf-eare&essaess;-aa&-?er
inéusies-ey-é&mage5~fesulting-§?es—£alse~arrest—er-false
im§?isanment;-either-by—se;£~iasa;anee,-e?-én-any-iasuxes
aathesizeé-tg-tr&nsaet—sueh«insu;snee-in-the-gtaSG-Gexeegt—in
tha-ease-eﬁ-aeheel—éiatriet—geveyniag-bearés—te-the-extent-they
aée-authe?iaeé-%e-glaee-insufanee-in-agnadmittei—insgre?s-hy
Sections-10bl-and-15802-ef-the-Bdueat ion-Cedes- - -The-preaivm
ﬁeg-the—iasuranee—is-a-ﬁreyer-eharge-aga;nst-the-Eseasury-eﬁ
the—Statey-eeunty,-eityy-distyéet;-Eublie-ageney—ep-publie
eerperation« |
{{h}--IE-aééitiea-te-the-éefénitisn—sf-gshkée-preﬁerty»aa

eentained-ia-%eetien-lQ?ly-ﬂgub&ie-grepertyﬂ~éneluées—any-vehiele,
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im;lemen*-er-aaehinery—whether-swaeé-hy-the»State,-a-esuaty;-eityg
iistfiet;-er-anynether—pablée-ageney-er-pubiée-earperatien;-er
epsrated-by-er—undes-the-aireetiea;-aathsréty-e?-a%-the-requast
gf-any-publis-sffieery )

({e)--tofficeva -ineindes-any-depatyy-assistanty ~agent-o¥
em@leyee-eﬁ-the—State;-a~esun%y,—eity;-aistyée%;-er-any-ethe?
publie-ageney—s?-§ubkie-eerferatien-aeting-within—the-seeye—ef

hig-offieey-ageney-o¥-auploymenty |

SEC. 4. Section 1956.5 of the Government Code is repealed.
[1956+5+-~A-aauabyy-0ity;-distrinky-oF-any-ethor-publie
ageney-er—Eublie-eesya;atian-may-insu;e—itself-against«any
liability;-athey-than-a-liahélé%y-whieh—may-be-insureé-against
yursuant-ta—Divisien-h-ef-the—Labey-Gedey-either—by-seiﬂ-
insuranee-er-in-any-iasupar-autheriaea—ﬁe-traasaat-saeh
inguranee-in-the-Btatey--The-premiun-for-such-insuranee-is-a
preger«eharge-agaiast-sueh—eean%y;-eity;—éis%yiet-er-e%hef

public-ageney-or-public-eorporations ]

SEC. 5. Section 1231 of the Govermment Code is repesaled.
(1231~ --Eaeh-esuntyy~-eityy-dintries; -or-ether-potitieal
gubdivipion-of-the-State-pay-purehase-and-gHaintain-in-feree
aaé—pay-the-gremiums-£e¥-2&&3?&etiee—inauraaee-pe;isies-te
p?eteet-al&-ei-its—maéieal—aad-éental-ge;ssnnel—empleyees
against—léability—fes-any-elaims-e?-aetéans-?er-malg:aetiee

%hat-may-he~£ileé-er-h?aught-against«saeh-em§leyeesv]
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SEC. 6. Section 53056 of the Government Code is repealed.
{53@557--A—laeal-ageney-may-insure—agaiast-liability,-exeept
a-1linbiiity-whieh-may-be-insured-agaings-pursuant-sa-Divisien-U-
of~tha-babor-Cedey-far-injuries-o¥ -dapages-resutbing-fren-the
dangerous-ep~defeabive-eenditicn-pf-publia-preverby-by-seif-
insuraneey-o¥-iREHFAREE~in-an-adnitted-insurer-{exeepb-in-the
eape-ef-peheei-diptriet-geverning-boavds~to-the-exbenb-they-are
adthepiged-bo-pinece~-iAsuranee~in-acaadnithed ~-ingurers-by-Seetions
10Lk-and-15800-0f - the-Bducnticn-Cede v~ ~The-premius-For-she -

iBBuUFAREE-i6~a~eharge-pEainst-the-1oeal -ageneyy |

SEC. T. Section 17003 of the Véhicle Code is repemled.

(27003 --Any-public-ageney-may~insure-against-1iability
snder-this-akapier-in-any-incuranee-oempany-avtherisged-to-transact
the-bueinass-6f-sneh-inguraneo-in-the-Shate-ef-Californiny ~and
the-premium-for-the-insursnee-skall-be-a-preper-eharge-againss

the-generai-~fund-of-she-public-ageneyy )
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