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I. INTRODUCTION 

1. In January 2025, some of the most destructive wildfires in California 

history broke out across Southern California, including particularly devastating fires in 

and around Los Angeles County. Overall, the fires rampaged through more than 57,000 

acres, killed dozens of people, damaged more than 18,000 homes and structures, and 

forced more than 200,000 people to evacuate their homes. Tragically, thousands of 

California residents would not be able to return home.  

Aftermath of Palisades Fire. By: SoSocial, Jan. 11, 2025. 

Aftermath of Eaton Fire. By: AP 
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2. Their tragedy was made all the worse if they were insured by the 

American Automobile Association and its insuring arms, including the Interinsurance 

Exchange of the Automobile Club (primarily insuring homes in Southern California) 

and CSAA Insurance Exchange (primarily insuring homes in Northern California, but 

also providing coverage in Southern California) (collectively referred to herein as 

“AAA”). AAA collectively insured many homes in the Pacific Palisades, Malibu, and 

Altadena/Pasadena areas, and represented to insureds for years, on an ongoing basis, 

that in calculating the estimated cost to rebuild their homes, it had taken into account 

the size, condition, quality, and features of their homes—indeed, it advertised that 

“[w]orking with your AAA insurance agent is a good way to make sure your 

insurance needs are covered.” AAA repeatedly represented to its insureds that it was 

knowledgeable of the conditions threatening Plaintiffs’ homes, chief among them risks 

like wildfire, represented that AAA had specialized experience and had taken care to 

estimate the “replacement cost”—i.e., the “cost, at the time of the loss, to repair or to 

replace covered damaged or destroyed property” or the cost for “equivalent 

construction without deduction for depreciation”—for insureds’ homes, and could do 

so based fully and accurately upon quick information provided by the insured over the 

phone (such as the address, size, and other sparse details), all the while exhorting its 

insureds to let AAA take care of their insurance needs. Those promises turned out to be 

false.  

3. Unfortunately, many of those stricken homeowners found out only after 

the fires that they were significantly "underinsured,” meaning that they cannot afford to 

replace or rebuild their homes to their pre-loss condition. Underinsurance has long been 

an issue in California—and one well-known to insurers, but kept hidden from 

homeowners. “In case after case, California residents whose homes had been damaged 

or destroyed explained why they had believed their homeowners insurance would 

enable them to rebuild their dwellings. Once they presented their claim to their 

insurance company, though, these homeowners discovered that their coverage fell well 
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short of what they needed—sometimes by hundreds of thousands of dollars—to rebuild 

their homes.” (Assoc. of Calif. Ins. Cos. v. Jones (2017) 2 Cal.5th 376, 382.)  

4. This underinsurance problem was due to the fact that AAA, for years, had 

been systematically under-estimating the replacement cost of its policyholders’ homes, 

despite representing that policyholders were adequately insured and did not need—

and could not purchase—additional insurance. Thus, AAA policyholders were lulled 

into selecting and utilizing the AAA-recommended policy limits, limits that were 

woefully insufficient to cover the total replacement cost of their homes, despite 

contracting with AAA for that specific purpose. As a result, AAA policyholders are 

underinsured and unprotected—meaning many may never be able to afford to 

adequately rebuild their homes.  

5. This pervasive underinsurance problem is expressly the fault of the 

insurance industry and the cost estimator software many insurers use to recommend 

coverage limits to insureds.  Through poor design choices, perverse profit and 

commission incentives, volume business, and other shortcomings, the insurance 

industry has essentially guaranteed the issue of underinsurance will continue to impact 

Californians. Coupled with insurers’ failure to disclose and reasonably warn about the 

problem, failure to honestly discuss the shortfalls in their estimates, and failures to 

provide true, ongoing, updated, and renewed estimates during renewals, many 

insurers have engaged in what can only be described as systemic fraud. Indeed, in 

recent years, many insurers have tried to push the responsibility for estimate 

preparation onto insureds, despite the vast disparity in knowledge, experience, data 

acquisition, and ability. But the prevalence of underinsurance is, if anything, the 

insurance industry’s intended result – insurers retain additional market share, keep 

existing insureds with the company, and still get to tout “full” coverage, while knowing 

many insureds will be left to fend for themselves in the event of a disaster.  And AAA 

spent years profiting from those misrepresentations, allowing it to maintain, or increase, 

market share, offer competitive prices, and significantly underinsure vast numbers of 
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insureds in the event of catastrophe. 

6. AAA knew, or should have known, that its recommended policy limits 

would be insufficient to cover the total replacement cost of its policyholders' homes. 

Through prior complaints, prior lawsuits about this issue, and its own claims adjusting 

experience, AAA has known that it was repeatedly and significantly underinsuring 

policyholders. It also underwent a Targeted Market Conduct Examination of the 

California Department of Insurance regarding prior California wildfires, which found 

that AAA would be required to make millions in additional payments due to pervasive 

underinsurance of California residents.   

7. AAA’s knowledge is also borne out by industry experience. For decades, 

when homeowners, including those insured by AAA, suffered a catastrophic loss, a 

significant portion have unfortunately found that their policy limits were insufficient to 

repair or replace their damaged property.  This multibillion-dollar problem first 

emerged in the 1990s and has never been adequately addressed by the insurance 

industry, despite most homeowners being more than willing to contract for full 

replacement cost coverage.  Although most insurance policies, including AAA’s, talk 

about “replacement” value or “full” replacement coverage, relatively few provide limits 

that will actually provide sufficient funds to fully “replace” the lost property, 

particularly in light of disasters that impact a large number of homes in a localized area, 

resulting in significantly increased costs of construction.  Again and again, California 

disasters have borne this out.1  Among thousands of claims reviewed pursuant to 

California Public Records Act requests, and as insurers including AAA have known for 

decades pursuant to their own evaluation of post-loss data, insurers’ estimates of the 

cost of reconstruction massively underestimate the true cost of rebuilding the property.  

For homes experiencing a total loss, the true scope of the loss exceeded the Coverage A 

limits—which are nearly always the amount of the insurers’ estimate of “full” 

 
1 Kenneth S. Klein, The Unnatural Disaster of Insurance, Underinsurance, and Natural Disasters, Connecticut 

Insurance Law Journal, Vol. 30.1 (2023-2024). 
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replacement cost—approximately 96.1% of the time, with the property being 

underinsured by more than 50% of the Coverage A limits.  Meaning that even with 

extended replacement cost or other provisions expanding Coverage A limits (i.e., 

policies providing 120%, 125%, or 150% of the Coverage A limits), most homeowners are 

underinsured for the true cost to replace their property. And the numbers are even 

more severe when dealing with catastrophic—wildfire—losses.2   

8. Similarly, in 2008, the California Department of Insurance conducted 

investigations of the four largest insurers, which revealed that most policyholders have 

coverage limits matching what was indicated by the insurer’s own coverage calculator.  

Yet the recommended coverage understated what was actually needed to rebuild the 

insured’s home over 80% of the time.  Even among those with extended replacement 

coverage, a significant majority still remained underinsured. (Jones, supra, 2 Cal.5th at 

383.)  

9. Anecdotally, this pervasive problem of underinsurance has been borne 

out in catastrophe after catastrophe.  Following each major California wildfire 

stretching back decades, despite extended replacement cost coverage, a consistent 

majority of homeowners have found themselves underinsured for the true cost to 

rebuild or replace their property.3 United Policyholders, in surveys conducted months 

after a disaster, found the following:  

• Following the 2007 Southern California Wildfires, 66% of survey respondents 

reported being underinsured, with the average amount of underinsurance 

totaling $319,500. 

• Following the 2010 Butte Fire, 65% of respondents reported they did not have 

sufficient dwelling insurance. 

• Following the 2015 Valley Fire, 53% reported insufficient insurance, with a 

shortfall averaging $103,000.  

 
2 Id. at pp. 51-52. 
3 https://uphelp.org/media/surveys/ 
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• Following the 2017 North Bay Fires, 64% reported insufficient insurance, with 

an average shortfall of $367,000. 

• Following the 2018 Camp Fire, 66% of respondents were underinsured. 

• Following the 2020 California Wildfires, only 18% were confident they had 

sufficient insurance. 

10. Ultimately, and as the insurance industry has known for decades, even 

with extended replacement cost, most homeowners find themselves underinsured 

following a wildfire, and the problem is the insurer’s point of sale replacement cost 

estimates.  In sum, there is a “nationwide underinsurance crisis. Most people want, are 

willing to pay for, and think they have full and adequate insurance. They are wrong. 

They are short by a lot. And their insurance companies know it. Yet nothing is being 

done to remedy the situation.”4 This problem has existed, has been known—and has 

been ignored—by insurers, including AAA, for decades.  

11. Despite that knowledge, AAA spent years representing that its Coverage 

A – Dwelling limits were “an estimate of the cost to rebuild your home, including an 

approximate cost for labor and materials in your area, and specific information” about 

the home.  Indeed, to qualify for extended replacement cost coverage, the insured had to 

insure the dwelling at the valuation determined by AAA—meaning the insured 

“accepted any changes in the valuation of covered property we considered 

necessary”—and accept any increase in coverage calculated by AAA on a yearly basis, if 

such increased was considered necessary, and pay any additional premium calculated 

by AAA. Yet even with the extended replacement cost coverage, Plaintiffs still fall far 

short of the true cost to rebuild or replace their homes. This was made all the worse by 

the vague and ambiguous policy language proffered by AAA, which encouraged 

insureds to believe they had 125% of the Coverage A limits in extended replacement 

 
4 Kenneth S. Klein, Truth and Consequences: What Catastrophe Teaches Us About Homeownership and 

Underinsurance, 30 Lewis & Clark L. Rev. __ (2026) (forthcoming). Available at 

SSRN: https://ssrn.com/abstract=5139315 or http://dx.doi.org/10.2139/ssrn.5139315 

https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fssrn.com%2Fabstract%3D5139315&data=05%7C02%7Cmclark%40bentleymore.com%7C3a593d4c83f147b587df08dd5f2bfb6b%7C558d5971bcef4364b7f3843f1daee3d7%7C0%7C0%7C638771364723109382%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=cw0bYJVnZe2AlO7ziDdGD2rydEpf%2Fuq7%2Blx0fBJEtxs%3D&reserved=0
https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fdx.doi.org%2F10.2139%2Fssrn.5139315&data=05%7C02%7Cmclark%40bentleymore.com%7C3a593d4c83f147b587df08dd5f2bfb6b%7C558d5971bcef4364b7f3843f1daee3d7%7C0%7C0%7C638771364723124393%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=8BxvomKe7qm5gLxBD8BdxjhOOC1TDjl4pu68%2FKnv3dw%3D&reserved=0
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cost coverage—yet when a catastrophic loss occurred, AAA only offered to pay an 

additional 25% of the Coverage A limits.  This too left them drastically underinsured. 

12. AAA also spent years assuring its policyholders that they were 

adequately insured without ever reasonably inspecting or personally visiting the 

properties.  It spent years representing that it adequately and fully accounted for 

Plaintiffs’ homes’ architecture, building materials, finishes, and other details that 

contribute to determine rebuilding costs—yet failed to adequately consider these 

parameters and instead relied on insufficient data to create, recommend, and 

implement substantially insufficient policy limits. AAA also spent years knowing it was 

required to comply with a California regulation that was intended to provide more 

accurate replacement cost estimates, and yet still either ignored or willfully 

undervalued the estimates it provided.  These false statements and representations 

about AAA’s ability, experience, and accuracy in determining coverage limits were 

made for the purpose of inducing Plaintiffs to purchase AAA insurance—while at the 

same time allowing AAA to minimize claim payouts and perpetuate its market-share 

scheme providing illusory coverage, all while Plaintiffs believed they were adequately 

insured.  On the whole, this was a disaster of AAA’s own making—and one just waiting 

to happen.  It is made even worse by AAA’s policy that only requires it to provide 

actual cash value until the repair/rebuild is completed—requiring homeowners to go 

“out of pocket” and personally pay to repair or rebuild their home, with AAA 

providing an amount so low that it keeps many homeowners from even having the 

necessary capital to start their repair/rebuild toward the home’s pre-loss condition.  

13. Finally, in the weeks and months leading up to January 2025, AAA 

recognized a significant increase in the fire risk for its insureds in California and in Los 

Angeles County (including the location of Plaintiffs’ residences).  In recognition of that 

risk, AAA began increasing many homeowners’ premiums by more than 20%, without a 

corresponding increase in coverage amounts, and without recognition that a significant 

disaster would spike prices for housing contractors and materials in the area.  Despite 
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that increased risk, AAA maintained its insureds’ policies at dramatically underinsured 

levels, leaving many homeowners far short of the necessary funds to rebuild or replace 

their home after the wildfires.5 

14. In addition, AAA has continued to violate provisions of its policies, has 

not provided all benefits to which Plaintiffs are due, and has failed to provide itemized 

scopes of loss taking into account additional coverage over and above the policy 

limits—violations of the plain language of the policy.  

15. Here, AAA policyholders who lost their homes as a result of the Los 

Angeles County Wildfires seek to have AAA adjust their claims without application of 

the inadequate limits set forth in their homeowners’ insurance policies.  Those policy 

limits were woefully insufficient to replace and rebuild their homes to pre-loss 

condition—in many cases by hundreds of thousands or even more than a million 

dollars. 

 

II. THE PARTIES 

16. The individual Plaintiffs identified below are referred to collectively 

throughout this Complaint as the “Plaintiffs” or the “Insureds.” The Plaintiffs each 

purchased their AAA insurance policy with AAA through AAA personnel who were 

responsible and assumed the responsibility for the evaluation, determination, and 

repeated setting of the policy limits on Plaintiffs’ home. Based on information and 

belief, a true and correct copy of the form policy, or a similar analog, used by AAA for 

each of the Plaintiffs at the time of the fire is attached as Exhibit A. In addition, those 

same AAA employees assured the Plaintiffs that they could obtain all necessary 

information to set replacement cost limits by evaluating limited information online or 

over the phone.  Those AAA employees repeatedly assured the Plaintiffs that the 

replacement cost limits selected by AAA were adequate and sufficient to replace the 

 
5 https://www.sfchronicle.com/california/article/insurance-csaa-rates-nonrenewals-19460172.php 
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Plaintiffs’ homes.  Plaintiffs in this action include the following AAA insureds: 

a. Plaintiffs James R. Fulker and Lisa A. Fulker, joint insureds or additional 

insureds, at all times material to the allegations of the Complaint, are the 

property owners of the property located at 18162 Kingsport Drive, Malibu, 

CA 90265-5634.  The Fulkers, at all times material to the allegations of the 

Complaint, have been residents of the County of Los Angeles.  The 

Fulkers purchased the Kingsport Drive home in 2020, and have been 

insured with AAA (in this case, with a policy underwritten by CSAA 

Insurance Exchange) since the purchase of the home. 18162 Kingsport 

Drive is a single story, 3 bedroom, 2 bathroom home spanning 

approximately 1,872 square feet, built in 1964.  At the time of their 

purchase, per the most recent Redfin listing, the Kingsport Drive home 

had been “newly renovated,” featuring a “gorgeous kitchen with shaker 

style cabinets, a farmhouse sink, center island, and quartz countertops,” 

high ceilings, a cozy fireplace, large glass doors leading to an 

entertainment patio, beautiful floors, custom light fixtures, and a master 

suite with a large walk in closet and spa like bath. The Fulkers are long-

time customers of AAA and trusted AAA to make accurate, reasonable, 

and sufficient recommendations for coverage.  Indeed, AAA represented 

their replacement cost estimate as the true cost to rebuild, and generally 

refused to allow additional insurance beyond what AAA calculated to be 

the true replacement cost for the home on Kingsport Drive. At the time of 

the Palisades Fire, the Fulkers were insured by AAA Homeowners Policy 

No. CAH3213382262, with policy limits in the following amounts: 

Coverage A – Dwelling ($713,200), Coverage B – Other Structures 

($71,400), Coverage C –Personal Property ($534,800), as well as Loss of 

Use ($285,400) and Building Code Upgrade coverage (25% of Coverage A 

limit).  Each of the limits was calculated as a percentage of the policy limit 
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for Coverage A (i.e., Coverage C was roughly 75% of Coverage A; 

Coverage B was roughly 10% of Coverage A, etc.).  In addition, the listing 

of forms and endorsements discloses the Fulkers have “125% Extended 

Replacement Cost Coverage” as “included” in their policy.  No dollar 

figure is provided for Extended Replacement Cost on the declarations 

page. The Kingsport Drive home was completely destroyed during the 

Palisades Fire. Based on the amount of Coverage A, at the time of the fire 

AAA was calculating the cost to rebuild the dwelling as a mere $380 per 

square foot.  In written correspondence, AAA was also attempting to 

actively mislead the Fulkers, claiming that they were adequately insured 

because the “Industry average cost per square foot” was only $278 per 

square foot. In attempting to obtain quotes to rebuild their totally 

destroyed home, the Fulkers have begun receiving initial estimates to 

replace their home with a like kind, quality, and size structure much 

higher than that figure, (easily reaching into the $800 per square foot and 

higher) and much higher than any potential extended replacement cost—

leaving them drastically underinsured to have a chance to rebuild their 

home. 

b. Plaintiffs David J. Prager and Pamela S. Lansbury, joint insureds or 

additional insureds, at all times material to the allegations of the 

Complaint, resided at the property located at 646 Jacon Way, Pacific 

Palisades, CA 90272, which was owned in title by David J. Prager, Trustee 

of the David J. Prager Trust, dated May 1, 1996.  Mr. Prager and Ms. 

Lansbury, at all times material to the allegations of the Complaint, have 

been residents of the County of Los Angeles. Mr. Prager purchased the 

646 Jacon Way home in 1994, and has resided in that home with Ms. 

Lansbury, his partner, since its purchase (they have resided together since 

approximately 1980).  Mr. Prager and Ms. Lansbury have been insured 
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with AAA on the 646 Jacon Way home for at least the last 15 years.  AAA 

has known of their relationship and joint residency for at least that 

amount of time, as both were insureds or additional insureds on various 

automobile policies registered or garaged at the Jacon Way address. 646 

Jacon Way is a single story, 1,970 square foot home, with three bedrooms 

and three bathrooms, built in 1957 and extensively remodeled in 2007, 

particularly the kitchen which had new cabinets, granite countertops, 

flooring, electrical, and plumbing work updated and beautifully redone. 

Mr. Prager and Ms. Lansbury are long-time customers of AAA and 

trusted AAA to make accurate, reasonable, and sufficient 

recommendations for coverage.  Indeed, AAA represented their 

replacement cost estimate as the true cost to rebuild, and generally 

refused to allow additional insurance beyond what AAA calculated to be 

the true replacement cost for the home on Jacon Way.  At the time of the 

Palisades Fire, Mr. Prager and Ms. Lansbury were insured by AAA 

Homeowners Policy No. CHO 079516260, with policy limits in the 

following amounts: Coverage A – Dwelling ($675,000), Coverage B – 

Other Structures ($67,500), Coverage C – Unscheduled Personal Property 

($506,250), as well as Loss of Use and Building Code Upgrade coverage.  

Each of the limits was calculated as a percentage of the policy limit for 

Coverage A (i.e., Coverage C was 75% of Coverage A; Coverage B was 

10% of Coverage A, etc.).  In addition, both Coverage A and Coverage B 

are denoted on the declarations page with a double asterisk, which means 

“** Coverage A and Coverage B – Extended Replacement Cost Included.”  

No dollar figure is provided for Extended Replacement Cost on the 

declarations page. The Jacon Way home was completely destroyed during 

the Palisades Fire. Based on the amount of Coverage A, at the time of the 

fire AAA was calculating the cost to rebuild the dwelling as a mere $342 
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per square foot.  In attempting to obtain quotes to rebuild their totally 

destroyed home, Mr. Prager and Ms. Lansbury have begun receiving 

initial estimates to replace their home with a like kind, quality, and size 

structure much higher than that figure, and much higher than any 

potential extended replacement cost—leaving them drastically 

underinsured to have a chance to rebuild their home.   

17. Plaintiffs are informed and believe and thereon allege that defendant 

INTERINSURANCE EXCHANGE OF THE AUTOMOBILE CLUB (which provides 

AAA personal lines insurance to AAA members in Southern California and shall be 

referred to herein as “INTERINSURANCE”) is, and at all relevant times was, a 

reciprocal insurance company organized under the laws of the State of California, 

offering personal automobile, homeowner, watercraft, and personal excess liability 

insurance to AAA members in various states, including California. INTERINSURANCE 

lists its principal place of business with the California Department of Insurance as 

located at 3333 Fairview Road, Costa Mesa, CA 92626. At all relevant times, 

INTERINSURANCE was authorized to transact business in the State of California, and 

INTERINSURANCE was, and is, transacting the business of insurance in the State of 

California.  INTERINSURANCE is a domiciliary of the State of California for purposes 

of jurisdiction.  INTERINSURANCE insures properties throughout the State of 

California, including Plaintiffs’ properties at issue in this Action, and throughout and 

around Los Angeles County.  Each INTERINSURANCE policy referenced in this 

Complaint was negotiated in, delivered in, insures property in, and is subject to the 

laws of the State of California.   

18. Plaintiffs are informed and believe and thereon allege that defendant 

CSAA INSURANCE EXCHANGE is, and at all relevant times was, an unincorporated 

association domiciled in the State of California. At all relevant times, CSAA was 

authorized to transact business in the State of California, and CSAA was, and is, 

transacting the business of insurance in the State of California. CSAA is headquartered 
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in Walnut Creek, California, with its primary office location and principal place of 

business located at 3055 Oak Road, Walnut Creek, CA 94597-2098.  CSAA has 

previously gone by, and sold insurance under, the following names: AAA Northern 

California, Nevada & Utah Insurance Exchange and the California State Automobile 

Association Inter-Insurance Bureau.  CSAA INSURANCE EXCHANGE, including all of 

its past names and affiliated entities, to the extent it needs to be referred to individually, 

shall be referred to throughout this Complaint as “CSAA”.  However, based on 

information and belief, CSAA operates as the automobile and homeowner insurance 

arm of the AAA Northern California motor club, and shares letterhead, logos, company 

descriptors, and other information with other AAA insurers, operating in a joint 

venture or other relationship with AAA and its various insuring arms, including 

INTERINSURANCE EXCHANGE.  As such, because they were operating a joint 

insurance business under the name, letterhead, logo, email address, website, and other 

features that place both under the AAA umbrella, and for ease of reference, Plaintiffs 

refer to both entities collectively as “AAA.”  

19. At all times relevant herein, Plaintiffs are informed and believe, and 

thereupon allege, that DOES 1 through 100, inclusive, and each of them, were domiciled 

in the State of California, whether by incorporation, principal place of business, or by 

maintaining sufficient minimum contacts in the State of California to the extent 

necessary for this Court to exercise personal jurisdiction over them.  

20. The true names and capacities of DOES 1 through 100, inclusive, and each 

of them, whether individual, corporate, alter ego, partnership, joint-venture, associate 

or otherwise are presently unknown to Plaintiffs, who therefore sue these defendants by 

fictitious names, and will seek leave of court to amend this complaint once the true 

names and capacities are ascertained.  

21. At all times relevant, Plaintiffs are further informed and believe, and 

thereupon allege, that Defendants, including DOES 1 through 100, inclusive, and each 

of them, acted in the capacity of principal, agent, master, servant, employer, employee, 
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whether general or special, independent contractor, joint-venture, partnership, or 

otherwise, and acted under the control of and at the direction of each other defendant, 

and that such agency relationship existed contractually, apparently, or ostensibly, and 

that each defendant acted within the course and scope of such agency and employment, 

and that each defendant as a principal is vicariously liable for the negligent conduct of 

each defendant acting as an agent within the course and scope of such agency, and that 

each defendant when acting as a principal was negligent, careless, or reckless in the 

selection, hiring, training, management, supervision, and entrustment of each and every 

other defendant, and ratified and approved of the unauthorized conduct of each 

defendant after it occurred, by conduct, inference or otherwise.   

22. This superior court has general subject matter jurisdiction over this action, 

pursuant to California Constitution Article VI section 4. The sum in dispute greatly 

exceeds the minimum jurisdiction limit of the unlimited division of the Superior Court. 

23. Venue in the Superior Court of this County is proper as it is the county in 

which the occurrences and events giving rise to Plaintiffs’ injuries occurred (including 

the county where Plaintiffs’ homes were damaged, where the property is located upon 

which insurance was written, and where the insurance policies at issue were delivered) 

and/or the county in which defendants or some of them reside at the time of the 

commencement of this action, pursuant to Code of Civil Procedure section 395(a). 

 

III. GENERAL ALLEGATIONS 

A. Background of AAA 

24. Defendant AAA is a purveyor of a vital service—insurance—and as such 

must give at least as much consideration to the interests of its policyholders as it does to 

its own interests.  The obligations of AAA go beyond meeting reasonable expectations 

of coverage; the obligations of good faith and fair dealing encompass qualities of 

decency and humanity inherent in the responsibilities of an insurer.  Indeed, insurers 

like AAA hold themselves out as fiduciaries and holders of the public’s trust, and so 
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must perform their obligations in good faith.  At minimum, the relationship between 

AAA and its insureds is a quasi-fiduciary relationship, which imposes fiduciary-like 

duties on the insurer, including special and heightened duties akin to those of a 

fiduciary.  This includes the insurer’s conduct during the offer and sale of a policy or 

certificate. (See CA Ins. Code § 785.) 

25. Defendant Interinsurance Exchange of the Automobile Club (NAIC# 2183) 

is a member of the Auto Club Enterprises Ins Group (NAIC Group Code 1318) and 

serves as functionally the Southern California insuring arm of AAA—the American 

Automobile Association, a federation of motor clubs throughout North America with 

members in every state as well as Canada. 

26. Defendant CSAA Insurance Exchange (NAIC # 15539) is a member of the 

CSAA Insurance Group (NAIC Group Code 1278), and utilizes CSAA Insurance 

Services, Inc., its wholly owned subsidiary, as its Attorney-in-Fact in writing and 

executing policies throughout Northern California and other parts of the state. CSAA is 

essentially the Northern California insuring arm of AAA. 

27. Both CSAA and INTERINSURANCE use the website aaa.com, and contact 

customers, engage in policy sales, prepare quotes, and other insurance functions and 

advertisements through the aaa.com website as well as captive insurance agents who 

work for, and make representations on behalf and bind coverage for, AAA.   

28. With respect to Dwelling coverage, AAA advertises that such coverage 

“can pay for home repairs or even total rebuilds if your home is destroyed during a fire, 

windstorm, or other covered disaster.”6  In addition, AAA advises insureds that “how 

much you need depends on how much it would cost to repair, rebuild, or replace your 

home.”  

29. In addition, with respect to “How much dwelling coverage is enough?” 

AAA states that “You’ll typically want enough insurance to cover rebuilding your 

 
6 https://www.ace.aaa.com/insurance/home-

insurance.html?glintcmp=regular_aaainsurance_home_linktext 
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home and any attached structures such as garage, deck, or front porch if they’re 

damages or destroyed in a covered event. Ideally, your coverage should be equal to 

your home’s replacement cost and should be based on construction price and not the 

resale value.  Your cost to rebuild could be higher or lower than its resale price 

depending on the location and condition of your home.”7  Indeed, “Working with your 

AAA insurance agent is a good way to make sure your insurance needs are covered.” 

(Id.) 

B. The history of underinsurance—and AAA’s longstanding knowledge of and 

contribution to that pervasive problem 

30. Homeowners’ insurance is likely one of the most ubiquitous products in 

the United States.  Essentially every mortgage lender requires insurance to be taken out 

on the property, and even the vast majority of residential properties without a mortgage 

still purchase and maintain insurance.  Insurers consistently frame such coverage as 

protecting peace of mind, assuring coverage, protection, and sufficiency, claim their 

expertise in protecting insureds, and base a significant percentage of their products into 

“bundles” that require the placement of property insurance to receive discounts on 

other lines of coverage.  Coverage under standard homeowners’ policies is typically 

broken down into Coverage A (coverage for the dwelling), Coverage B (coverage for 

other structures on the property), Coverage C (coverage for personal property and 

belongings), and Coverage D (coverage for loss of use or additional living expenses), 

with policies providing additional amounts for debris removal, building code upgrade 

coverage, trees and shrubs, and other line items.  As to perils insured, one of the most 

basic elements of homeowners’ insurance is coverage for the risks associated with fire, 

and particularly with catastrophic events such as wildfires. 

31. Although wildfire has long been a problem in California, the particular 

danger of underinsurance—meaning the coverage limits in an insured’s policy are 

 
7 https://www.ace.aaa.com/insurance/home-insurance/how-much-home-insurance-do-i-

need.html?glintcmp=regular_sectiontitle_howmuchhomeownersinsurancedoineed_learnmore 
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insufficient, often by hundreds of thousands of dollars, to repair or replace their 

property in the event of a total loss—is more recent.  That is because up until the 1990s, 

insurers offered “Guaranteed” replacement cost coverage, where an insurer would sell 

a policy providing dwelling coverage that would pay to replace or rebuild the lost 

structure, without regard to the cost. Insurers took on the risk of failing to price their 

policies appropriately. But this began to change in the 1990s following claims 

experience, with insurers placing profits over policyholders and seeking to reduce the 

unprofitability of property insurance, shifting the industry to the mere “replacement 

cost value” (“RCV”) coverage—a set amount provided as the upper limit on the 

dwelling reconstruction.  Some insurers also provide a form of “extended” replacement 

cost value coverage, meaning an additional percentage on top of the Coverage A limits.  

But in sum, RCV coverage provides the possibility that homeowners have coverage 

limits that result in inadequate funds to reconstruct their destroyed home—meaning 

they are underinsured.  

32. Insurers typically recommend a coverage limit to homeowners for their 

Coverage A limits, then basing the rest of the coverage limits on a percentage of those 

Coverage A limits (i.e., Coverage B for “Other structures” might be 10% of the Coverage 

A limit).  Insurers use cost estimating software to take certain characteristics of the 

home (age, square footage, address, slope of lot, and a quality rating for home 

characteristics), obtain that information in a few minutes, usually over the phone or via 

website, and spit out an estimated replacement cost—which invariably is what the 

insurer encourages the homeowner to adopt as their Coverage A limits.  Indeed, AAA 

specifically advertises that potential insureds can “Get a quote in just a few minutes.”8 

Homeowners are highly reliant on insurers to guide them through the process and 

assist in recommending and selecting an appropriate cost to rebuild their home—as 

predicting the price for a highly complex process like residential construction requires 

 
8https://app.ace.aaa.com/insurance/home/homeowners?intcmp=nav:getinsurance:home:homeownersinsu

rancequotes 
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enormous time, expertise, and attention to detail.  Indeed, insurers often tout their vast 

claims and underwriting experience in evaluating, calculating, and setting appropriate 

limits for replacement, which policyholders justifiably rely upon in selecting limits. 

33. The problem with that system is that insurers often recommend coverage 

limits that are woefully insufficient to actually rebuild or replace a home in the event of 

catastrophe.  As discussed herein, this underinsurance problem is pernicious, has been 

known by the insurance industry for decades, has been broadly hidden from the public, 

and continues to impact homeowners in wildfire after wildfire. Data has shown that an 

insurer’s point-of-sale reconstruction estimate—when they first obtain new-customer 

insurance, or try to maintain market share at the time of renewal—is nearly guaranteed 

to be less than the true cost to rebuild or replace the property, and that shortfall is often 

hundreds of thousands of dollars or more.  

34. This pervasive underinsurance problem lies with the insurance industry 

and the cost estimator software many insurers use to recommend coverage limits to 

insureds.  Through poor design choices, perverse profit and commission incentives, 

volume business, and other shortcomings, the insurance industry has essentially 

guaranteed the issue of underinsurance will continue to impact Californians. Coupled 

with insurers’ failure to disclose the problem, failure to honestly discuss the shortfalls in 

their estimates, and failures to provide true, ongoing, updated, and renewed estimates 

during renewals, many insurers have engaged in what can only be described as 

systemic fraud. Indeed, in recent years, many insurers have tried to push the 

responsibility for estimate preparation onto insureds, despite the vast disparity in 

knowledge, experience, data acquisition, and ability. But the prevalence of 

underinsurance is, if anything, the insurance industry’s intended result – insurers retain 

additional market share (by keeping prices competitive), keep existing insureds with 

the company, and still get to tout “full” coverage, while knowing many insureds will be 

left to fend for themselves in the event of a disaster.  And AAA spent years profiting 

from those misrepresentations, allowing it to maximize market share, keep prices 
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competitive, and keep insureds in the realm of AAA insurance products—ultimately 

profiting extensively off of this scheme. 

35. AAA knew, or should have known, that its recommended policy limits 

would be insufficient to cover the total replacement cost of its policyholders' homes. 

Through prior complaints, prior lawsuits about this issue, and its own claims adjusting 

experience, AAA has known that it was repeatedly and significantly underinsuring 

policyholders. It, through its CSAA arm, also underwent a Targeted Market Conduct 

Examination of the California Department of Insurance regarding prior California 

wildfires, which found that AAA would be required to make tens of millions in 

additional payments due to pervasive underinsurance of California residents.  That 

Market Conduct Examination report found the following practices contributed to 

AAA’s pervasive underinsurance of its policyholders: 

a. Failing to properly and fully inform policyholders about the way in which 

its cost estimating software evaluated home quality and arrived at a 

replacement cost estimate—an estimate that was routinely far too low to 

provide the actual cost to rebuild or replace the property; 

b. Failing to adequately insure dwellings for their full replacement value, 

and engaging in an unfair or deceptive practice in the business of 

insurance, which was particularly pervasive in estimates AAA prepared 

immediately prior to, and following, the wildfire losses, which showed 

marked discrepancies in how AAA was estimating replacement cost 

value.  

c. Failing to annually and appropriately adjust the Coverage A limits and 

failing to reunderwite policies for several renewal terms, as well as using 

an annual inflation factor that was not locale specific; 

d. Failing to provide policyholders with a copy of the underlying 

replacement cost estimate generated by their estimating tool, showing all 

elements and components considered; and 



 

- 21 - 
COMPLAINT AND DEMAND FOR JURY TRIAL 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

e. Failing to provide the home characteristics disclosure or communicate the 

estimate of replacement cost to insureds. 

36. Based upon information and belief, many of these same failures continued 

to impact the policies issued to Plaintiffs, leaving them drastically short of the true cost 

to rebuild their homes. 

37. AAA’s knowledge is also borne out by industry experience. For decades, 

when homeowners, including those insured by AAA, suffered a catastrophic loss, a 

significant portion have unfortunately found that their policy limits were insufficient to 

repair or replace their damaged property.  This multibillion-dollar problem first 

emerged in the 1990s and has never been adequately addressed by the insurance 

industry, despite most homeowners being more than willing to contract for full 

replacement cost coverage.  Although most insurance policies, including AAA’s, talk 

about “replacement” value or “full” coverage, relatively few provide limits that will 

actually provide sufficient funds to fully “replace” the lost property, particularly in light 

of disasters that impact a large number of homes in a localized area, resulting in 

significantly increased costs of construction.  Again and again, California disasters have 

borne this out.9  Among thousands of claims reviewed pursuant to California Public 

Records Act requests, and as insurers including AAA have known for decades pursuant 

to their own evaluation of post-loss data, insurers’ estimates of the cost of 

reconstruction massively underestimate the true cost of rebuilding the property.  For 

homes experiencing a total loss, the true scope of the loss exceeded the Coverage A 

limits—which are nearly always the amount of the insurers’ estimate of “full” 

replacement cost—approximately 96.1% of the time, with the property being 

underinsured by more than 50% of the Coverage A limits.  Meaning that even with 

extended replacement cost or other provisions expanding Coverage A limits (i.e., 

policies providing 120%, 125%, or 150% of the Coverage A limits), most homeowners are 

 
9 Kenneth S. Klein, The Unnatural Disaster of Insurance, Underinsurance, and Natural Disasters, Connecticut 

Insurance Law Journal, Vol. 30.1 (2023-2024). 
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underinsured for the true cost to replace their property. And the numbers are even 

more severe when dealing with catastrophic—wildfire—losses.10   

38. Anecdotally, this pervasive problem of underinsurance has been borne 

out in catastrophe after catastrophe.  Following each major California wildfire 

stretching back decades, despite extended replacement cost coverage, a consistent 

majority of homeowners have found themselves underinsured for the true cost to 

rebuild or replace their property.11 United Policyholders, in surveys conducted months 

after a disaster, found the following:  

• Following the 2007 Southern California Wildfires, 66% of survey respondents 

reported being underinsured, with the average amount of underinsurance 

totaling $319,500. 

• Following the 2010 Butte Fire, 65% of respondents reported they did not have 

sufficient dwelling insurance. 

• Following the 2015 Valley Fire, 53% reported insufficient insurance, with a 

shortfall averaging $103,000.  

• Following the 2017 North Bay Fires, 64% reported insufficient insurance, with 

an average shortfall of $367,000. 

• Following the 2018 Camp Fire, 66% of respondents were underinsured. 

• Following the 2020 California Wildfires, only 18% were confident they had 

sufficient insurance. 

39. Ultimately, and as the insurance industry has known for decades, even 

with extended replacement cost, most homeowners find themselves underinsured 

following a wildfire, and the problem is the insurer’s point of sale replacement cost 

estimates.  In sum, there is a “nationwide underinsurance crisis. Most people want, are 

willing to pay for, and think they have full and adequate insurance. They are wrong. 

They are short by a lot. And their insurance companies know it. Yet nothing is being 

 
10 Id. at pp. 51-52. 
11 https://uphelp.org/media/surveys/ 
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done to remedy the situation.”12 This problem has existed, has been known—and has 

been ignored—by insurers, including AAA, for decades. 

 

B. The Los Angeles County Wildfires 

40. In January 2025, Southern California experienced one of the largest and 

most destructive fire seasons in its history. Beginning on January 7, 2025, and 

continuing throughout the month, multiple destructive wildfires ripped across 

Southern California. The most destructive wildfires raged in and around Los Angeles 

County, where drought conditions, low humidity, a buildup of vegetation, and high-

speed Santa Ana winds combined to propel small initial fires into blazing, widespread 

conflagrations. The fires ultimately killed dozens of people, destroyed more than 18,000 

homes and structures, burned more than 57,000 acres of land, and forced some 200,000 

people to evacuate—many with only minutes to flee the path of the fire.  Sadly, many of 

the evacuees returned to find their homes burned to the ground. The most destructive 

of these fires were two centered in and around Los Angeles County—the “Palisades 

Fire” and the “Eaton Fire.”  

41. The Palisades Fire began on January 7, 2025, in the Santa Monica 

Mountains of Los Angeles County.  The fire was first reported at approximately 10:30 

a.m., covering approximately 10 acres of the mountains north of Pacific Palisades, CA.  

It rapidly spread, propelled by high winds, excessive fuel, and extreme drought—

within minutes, growing to 200 acres, and within hours, growing to 700 acres, then 

1,262 acres, and beginning to engulf structures and homes.  A little more than a day 

later, the Palisades Fire, despite the efforts of more than a thousand firefighters, had 

grown to more than 15,000 acres. The fire raged nearly out of control for days, 

ultimately requiring more than 5,000 firefighting personnel, and did not reach full 

 
12 Kenneth S. Klein, Truth and Consequences: What Catastrophe Teaches Us About Homeownership and 

Underinsurance, 30 Lewis & Clark L. Rev. __ (2026) (forthcoming). Available at 

SSRN: https://ssrn.com/abstract=5139315 or http://dx.doi.org/10.2139/ssrn.5139315 

https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fssrn.com%2Fabstract%3D5139315&data=05%7C02%7Cmclark%40bentleymore.com%7C3a593d4c83f147b587df08dd5f2bfb6b%7C558d5971bcef4364b7f3843f1daee3d7%7C0%7C0%7C638771364723109382%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=cw0bYJVnZe2AlO7ziDdGD2rydEpf%2Fuq7%2Blx0fBJEtxs%3D&reserved=0
https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fdx.doi.org%2F10.2139%2Fssrn.5139315&data=05%7C02%7Cmclark%40bentleymore.com%7C3a593d4c83f147b587df08dd5f2bfb6b%7C558d5971bcef4364b7f3843f1daee3d7%7C0%7C0%7C638771364723124393%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=8BxvomKe7qm5gLxBD8BdxjhOOC1TDjl4pu68%2FKnv3dw%3D&reserved=0
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containment until January 31, 2025—24 days after ignition.  All told, the Palisades Fire 

consumed more than 23,000 acres, 6,800 structures, and cost 12 people their lives during 

the conflagration.   

42. The Eaton Fire, named after Eaton Canyon, began on January 7, 2025, at 

approximately 6:18 p.m. near Altadena Drive and Midwick Drive in Altadena, 

California.  Within minutes, the fire that began beneath high-tension power lines was 

throwing burning embers up to a mile, lighting structures on fire, and rapidly 

spreading—to more than 2,200 acres with 12 hours, and to more than 10,600 acres 

within 16 hours of ignition. Despite more than 3,000 firefighting personnel assigned, the 

fire ultimately burned more than 14,000 acres, damaged or destroyed more than 10,000 

structures, took the lives of more than a dozen people, and was not fully contained until 

January 31, 2025.   

43. These Los Angeles County Wildfires were some of the most destructive 

fires in this State's history. Once beautiful, vibrant communities across the socio-

economic spectrum—from hillside and suburban enclaves to the beaches of Malibu—

have been reduced to ash. Made worse, many insureds who lost their homes in these 

devastating fires have found themselves underinsured by companies like AAA—unable 

to afford to rebuild their home to its pre-loss condition. 

 

C. Plaintiffs find themselves dramatically underinsured by AAA due to the 

insurer’s omissions, negligence, bad faith, and false representations 

44. Plaintiffs are, and at all times were, the designated, named, or additional 

insureds under homeowners’ insurance policies issued by AAA. The policies were in 

full force and effect at all times relevant to the allegations contained herein. Plaintiffs 

are informed and believe and thereon allege that the policies provide coverage to 

Plaintiffs for losses sustained to their homes and other property as a result of wildfires. 

Since Plaintiffs first purchased their policies, they have paid premiums and performed 

each act required on their part to keep their policies in full force and effect. 

45. Each of those policies was obtained through, purchased with, and 
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maintained by, AAA employees, agents, and representatives.  Those AAA employees, 

agents, and representatives were, at all times, operating within the scope of their 

employment with AAA in estimating, evaluating, writing, maintaining, and renewing 

Plaintiffs’ policies at issue here. 

46. AAA, for some homeowners, would inform them that a few “property 

characteristics,” including the year build, square footage, construction type, number of 

stories, slope, site access, and a “quality grade,” was sufficient to estimate the cost to 

rebuild or replace their property.  Only if the information was incorrect or needed 

review were insureds directed to “contact your AAA Insurance agent or Insurance 

Service to update your property characteristics.”  No information was provided by 

AAA as to how it arrived at a supposed “quality grade,” how that was determined, or 

what was encompassed.  It was explicitly designed to assure policyholders that AAA 

had adequately considered the features of their home in arriving at a replacement cost 

estimate—which was invariably the amount of insurance purchased.  Indeed, AAA 

would clearly, in a mailer sent to certain insureds, notify them that AAA “strive[d] to 

assist you in making decisions about your policy so that it provides the right protection 

for you and your family,” and that it could “suggest recommended levels of coverage 

based on your home attributes.” Based on information and belief, AAA failed to 

actually provide the Estimated Cost to Rebuild it was preparing on insureds’ behalf, 

enticing them instead to rely on AAA’s evaluation and estimation of appropriate 

coverage limits.  

47. AAA knew, or should have known, that its policyholders would rely on 

the figure it recommended when establishing the policy limits for its policyholders, 

such as Plaintiffs. Plaintiffs actually and reasonably relied on AAA’s representation 

about the adequacy, scope, competency, and reasonability of the replacement cost 

estimate generated and implemented by AAA, ultimately agreeing to the policy limits 

AAA set, expecting AAA’s assigned policy limits would provide enough coverage such 

that Plaintiffs would be able to rebuild their homes to their pre-loss condition in the 
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event of a total loss.  

48. In addition, at all times herein relevant, AAA left nearly nothing to 

consumers’ discretion and undertook the responsibility to set the policy limits for its 

insured’s replacement cost coverage. Insureds were not permitted to have any 

significant input to determine the adequacy of the amount of coverage procured 

through AAA. Plaintiffs may have requested additional coverage or advised AAA 

about improvements/changes made to their homes, but AAA either refused to increase 

the limits—faking a concern about “overinsurance”—provided only minimal increases 

(based on its reliance on the estimate it had generated and downplaying insureds’ 

concerns), or failed to take significant action to properly and fully insure the Plaintiffs’ 

homes. 

49. Since Plaintiffs first purchased their policies, Plaintiffs have paid 

premiums and performed each act required on their part to keep their policies in full 

force and effect.  Plaintiffs have been continually insured with AAA (or its subsidiary 

entities) since they first contracted with that entity— AAA wrote the policies, set the 

original benefit limits, and performed the underwriting/estimation for Plaintiffs’ 

properties.  AAA also had an opportunity to conduct additional underwriting each year 

at renewal to ensure the validity, accuracy, and sufficiency of its estimates.  

50. Each year, AAA provided a new policy to Plaintiffs for their homes, many 

times with a new limit of liability for the cost to replace the home—calculated and 

implemented by AAA.  These amounts were calculated solely by AAA without input 

and with little ability to adjust those limits by the insureds. In fact, for each Declarations 

Page provided by AAA, the following language appeared: “The limit of liability for this 

structure (Coverage A) is based on an estimate of the cost to rebuild your home, 

including an approximate cost for labor and materials in your area, and specific 

information that you have provided about your home.”  Based on information and 

belief, a true and correct copy of an exemplar declaration page, or a similar analog, used 

by AAA for each of the Plaintiffs at the time of the fire is attached as Exhibit B.  Indeed, 
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per Insurance Code § 10103, that limit of liability was required to be an estimate 

performed by AAA as to the replacement cost of the Plaintiffs’ homes.   

51. That yearly estimate of the cost to replace Plaintiffs’ homes provided by 

AAA in the form of the Coverage A policy limits was required, by law, to incorporate a 

number of different factors.  California Code of Regulation § 2695.183 requires every 

AAA estimate provided after June 2011 to meet a series of standards, as follows: 

 

§ 2695.183. Standards for Estimates of Replacement Value. 

No licensee shall communicate an estimate of replacement cost to an applicant or 

insured in connection with an application for or renewal of a homeowners' 

insurance policy that provides coverage on a replacement cost basis, unless the 

requirements and standards set forth in subdivisions (a) through (e) below are 

met: 

(a) The estimate of replacement cost shall include the expenses that would 

reasonably be incurred to rebuild the insured structure(s) in its entirety, 

including at least the following: 

(1) Cost of labor, building materials and supplies; 

(2) Overhead and profit; 

(3) Cost of demolition and debris removal; 

(4) Cost of permits and architect's plans; and 

(5) Consideration of components and features of the insured structure, 

including at least the following: 

(A) Type of foundation; 

(B) Type of frame; 

(C) Roofing materials and type of roof; 

(D) Siding materials and type of siding; 

(E) Whether the structure is located on a slope; 

(F) The square footage of the living space; 

(G) Geographic location of property; 

(H) Number of stories and any nonstandard wall heights; 

(I) Materials used in, and generic types of, interior features and finishes, 

such as, where applicable, the type of heating and air conditioning system, 

walls, flooring, ceiling, fireplaces, kitchen, and bath(s); 

(J) Age of the structure or the year it was built; and 

(K) Size and type of attached garage. 

(b) The estimate of replacement cost shall be based on an estimate of the cost to 

rebuild or replace the structure taking into account the cost to reconstruct the 
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single property being evaluated, as compared to the cost to build multiple, or 

tract, dwellings. 

(c) The estimate of replacement cost shall not be based upon the resale value of 

the land, or upon the amount or outstanding balance of any loan. 

(d) The estimate of replacement cost shall not include a deduction for physical 

depreciation. 

(e) The licensee shall no less frequently than annually take reasonable steps to 

verify that the sources and methods used to generate the estimate of replacement 

cost are kept current to reflect changes in the costs of reconstruction and 

rebuilding, including changes in labor, building materials, and supplies, based 

upon the geographic location of the insured structure. The estimate of 

replacement cost shall be created using such reasonably current sources and 

methods. 

 

52. Based upon information and belief, AAA regularly and repeatedly failed 

to provide estimates to replace Plaintiffs’ homes that complied with the applicable 

regulation—it is the only explanation for the vast disparity in the policy limits and the 

actual cost estimate Plaintiffs are receiving to replace their homes—many times in the 

hundreds of thousands or even millions of dollars.   

53. AAA was aware, or should have been aware, that its flawed use of cost 

estimating software was causing it to drastically underestimate the actual cost to repair 

or rebuild insureds’ homes, and thus causing AAA to recommend, require, and 

implement insufficient insurance for its policyholders.  Instead of warning 

policyholders, AAA represented that it could essentially—using only a few data 

points—fool-proof the process of calculating the minimum replacement cost for the 

purposes of setting insurance policy limits.  This lulled policyholders, like Plaintiffs, 

into relying on those representations when agreeing to policy limits established by 

AAA —limits that AAA represented were sufficient, and which Plaintiffs desired to be 

sufficient, to rebuild or replace their damaged property. 
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54. Plaintiffs’ policies also provided additional information regarding the 

suitability, reasonability, and adequacy of the replacement cost estimates (and policy 

limits) prepared by AAA.  First, in the condition’s provisions, AAA would provide that 

the amount of liability for Coverage A would be adjusted—on an annual basis—to 

account for inflation, current building costs, changes in the cost of items of personal 

property, and other factors.  To even qualify for extended replacement cost, 

policyholders were required to “accept[ ] any changes in the valuation of covered 

property we considered necessary,” and pay additional premium owed based on that 

increase in value.   

55. Notably though, AAA misled insureds regarding the extent of available 

extended replacement cost.  In the Endorsement, AAA provided that, if the insured 

complied with certain conditions (accepting AAA’s increases in coverage amounts, 

paying additional premiums, and notifying the insurer of remodels or additions) and 

any loss exceeds the amount of the applicable limit stated in the declarations page for 

Coverage A, then such loss “will be settled as described under (b) above in an amount 

up to 125% of the limit of liability stated in the declarations for the damaged or 

destroyed property.” To even invoke the coverage, the loss must be in excess of the 

Coverage A limits, and then the provision about 125% coverage applies. A reasonable 

insured would read that language—combined with the declaration page disclosing that 

an insured had 125% extended replacement cost with no dollar figure noted—and 

believe they had both their Coverage A limit of liability and an additional 125% of that 
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amount to replace their damaged structure, if needed.  For example, if the Coverage A 

limit was $500,000, an insured would reasonably interpret that provision as providing 

an additional $625,000 in extended replacement cost coverage.  This is further 

confirmed in that certain other coverages are described as much smaller percentages of 

Coverage A to denote much smaller figures (i.e., Loss of Use is described as amounting 

to 20% of Coverage A, while extended replacement cost is 125% of Coverage A). 

However, AAA instead waits until after the catastrophe to clarify that—despite its 

language, despite the vague mention in the declarations, and despite the low limits 

already on offer due to AAA’s misrepresentations and flawed behavior—to tell 

insureds that in reality they have only 25% additional coverage.  This too contributes to 

policyholders, like Plaintiffs, being drastically underinsured for their losses.  

56. Following the fires, the Plaintiffs promptly reported their losses to AAA 

and requested policy benefits under their respective policies. AAA then spent many 

weeks investigating, evaluating, and deciding on the claims of the Plaintiffs, imposing 

onerous or unreasonable demands to procure policy benefits.  Plaintiffs’ claims are still 

open to this day, with no final written denial or statement that no further payments 

would be forthcoming.  Only upon comparing the independent contractor replacement 

cost estimates to actually rebuild their homes with their policy limits evaluation of 

replacement cost did Plaintiffs come to realize how drastically underinsured they were, 

and how many would lack the funds to even start rebuilding their homes.  Due to 

AAA’s extended claims process—which for all Plaintiffs is still ongoing—any 

limitations provision has been tolled during the evaluation of Plaintiffs’ respective 

claims and continues to be tolled to and through the filing of this lawsuit.  

57. In addition to the failures outlined above to provide adequate, accurate 

replacement cost estimates to its policyholders, AAA perpetuated a scheme of illusory 

homeowners’ coverage on its policyholders. AAA policyholders believed they were 

receiving premium home protection from AAA, which helped them choose the right 

coverage (i.e., coverage supposedly more than sufficient to compensate the 
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policyholders for the total loss of their home and then some). In fact, the policyholders 

(in this case, Plaintiffs) were paying premiums for coverage which the policyholders 

would never be able to receive as a result of AAA’s failure to accurately calculate the 

minimum replacement cost for Plaintiffs' homes.  

58. For example, as described above, many Plaintiffs purchased the extended 

replacement cost on Coverage A – Dwelling, and Coverage B – Other Structures policy 

limits.  And that extension is conditioned upon insuring the dwelling to the valuation 

considered necessary by AAA. However, because of Defendants' unrealistically low 

policy limit recommendations, Plaintiffs were not paying for additional coverage beyond 

the minimum amount to rebuild or replace Plaintiffs' homes, but were in fact paying for 

an additional percentage of coverage which still failed to cover Plaintiffs for the actual 

rebuild or replacement cost of their homes. Thus, despite paying premiums for 

homeowners’ coverage purportedly sufficient to cover the full replacement or rebuild 

cost of Plaintiffs' home, plus an additional percentage coverage above the full 

replacement cost, AAA policyholders, such as Plaintiffs, were paying for coverage that 

could not even cover the minimum replacement and/or rebuild cost of their homes. 

59. Due to the way AAA calculates its Loss Settlement Provisions, insureds 

are entitled to no more than actual cash value until they actually repair or replace their 

homes. In other words, to even access their full policy limits, many times Plaintiffs must 

first rebuild or replace their homes. Only after the homes are replaced or rebuilt—when 

the policyholder has completed the repair or replacement—will AAA issue a final check 

for the full replacement cost coverage and the extended replacement cost coverage. But 

because Plaintiffs' policy limits—calculated and set by AAA—are so low, the amount 

AAA advances to Plaintiffs to initiate the rebuilding process is often times insufficient 

to cover significant rebuilding costs. Plaintiffs are therefore required to go "out-of-

pocket" for the remaining amount required to rebuild or replace their home before 

receiving the final AAA check for the total cost to rebuild their homes. Unfortunately, 

the out-of-pocket amount is so high that Plaintiffs cannot afford to cover the shortfall. 
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Thus, many Plaintiffs cannot rebuild their homes. As a result, Plaintiffs are barred from 

receiving either true rebuilding and/or replacement coverage, or the additional 

coverage because Plaintiffs can never, in reality, satisfy the conditions in the AAA 

policy. 

60. In addition, AAA deprived Plaintiffs of their rights under their policies in 

a number of ways. For instance, upon information and belief, AAA refuses to conduct a 

reasonable investigation into the extent of Plaintiffs’ losses, or create claim documents, 

such as adequate repair and replacement estimates and bids, appraisals, scopes of loss, 

drawings, plans, reports, third party findings on the amounts of loss, covered damages, 

or cost of repairs, particularly because AAA knows that such documents will 

demonstrate the drastic level to which the Plaintiffs were uninsured. AAA has a duty to 

conduct a reasonable investigation and to prepare scopes of loss pursuant to Insurance 

Code section 10103.5(b) which states, in relevant part, “A consumer is entitled to receive 

information regarding homeowner’s insurance” including “[i]n the event of a claim, an 

itemized, written scope of loss report prepared by the insurer or its adjuster within a 

reasonable time period.” AAA also has a statutory duty to prepare and provide claim 

documents under Insurance Code section 10082.3. Despite these statutory duties, upon 

information and belief, AAA failed to adequately create or provide these documents 

even after Plaintiffs made a claim under their policies and requested claim documents 

from AAA.  

61. In prior catastrophes, AAA has also threatened insureds that it will cut off 

their Coverage D benefits for Loss of Use and Additional Living Expenses (with even 

that policy limit being set far too low based on AAA’s faulty Coverage A estimates).  

Based upon information and belief, AAA has contemplated doing the same here. AAA 

has done so despite knowing that the amounts provided to rebuild/repair/replace 

Plaintiffs’ homes fall far short of the amount necessary to do so, leaving Plaintiffs with 

the all but impossible choice of hoping for litigation to succeed or being required to 

rebuild a home that is considerably smaller or of lesser quality than their property 
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destroyed in the fire.  In addition, AAA has adopted a patently unfair and unreasonable 

calculation of the appropriate amount of ALE/Loss of Use, including the paltry 

payment calculation of $30 per day for certain insureds, leaving them drastically short 

of the funds to begin repairing their lives.  

62. AAA has also taken unreasonable positions with respect to requiring 

over-documentation of loss, or scopes/proofs of loss, refusing or delaying payment to 

insureds for trivial reasons on vital aspects of coverage, including Coverage C and 

Coverage D. In addition, AAA has refused to provide coverage for certain 

individuals/partners living at the identified residences, claiming they are not insureds, 

despite AAA long knowing about the existence and living situation of that insured, and 

knowing their property was intended to, and was, covered under the scope of the 

policy(ies) issued by AAA.  

63. Plaintiffs are informed and believe that AAA set most of the coverages in 

the policies, including Coverages B through D, based on the amount it determined for 

Coverage A. 

64. Further AAA failed to comply with California Insurance Code § 678, 

which requires that any change purporting to have a “reduction of limits or elimination 

of coverage” must be accompanied by a Notice of Renewal. Furthermore, “[i]t is a long-

standing general principle applicable to insurance policies that an insurance company is 

bound by a greater coverage in an earlier policy when a renewal policy is issued but the 

insured is not notified of the specific reduction in coverage.” (Fields v. Blue Shield of Cal. 

(1985) 163 Cal.App.3d 570, 579.) Changes to or limits of coverage must be “conspicuous, 

plain[,] and clear” in order to be enforceable. (Id.)  Failure to comply with this provision 

requires that earlier, more generous policy language controls.  Based upon information 

and belief, AAA attempted to surreptitiously change its policy language away from an 

agreement to yearly update the policy limits to “100%” of the replacement cost of the 

dwelling—as estimated by AAA—to attempt to shift the burden, unknowingly, onto 

insureds. Based upon information and belief, AAA failed to provide any adequate 
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notice of this change, and failed to inform homeowners that they had any control over 

the limit of liability in their policy—repeatedly refusing to permit higher limits than 

those estimated by AAA.   

65. AAA has reaped enormous financial benefit to the detriment of its 

insureds. AAA collects premiums on coverages that as a result of AAA’s insufficient, 

yet recommended and required policy limits and other contradictory policy provisions, 

can never be accessed and applied to Plaintiffs' loss. Thus, AAA collects premiums for 

coverages with knowledge that AAA is immune from having to pay out on claims 

against that coverage, and with knowledge that it is deliberately or knowingly setting 

coverage limits far below the true cost to repair or rebuild a home—all in an effort to 

maximize AAA’s market share and drive profitability.  

66. Following the Los Angeles County Wildfires, many of AAA’s insureds, 

including Plaintiffs, were forced to make claims to AAA following the destruction of 

their homes.  Because of the dramatically lower replacement cost policy limits provided 

by AAA —despite its repeated promises that the amount was the full estimate cost to 

rebuild or repair and that such limits would be sufficient—many of its insureds ended 

up significantly underinsured for the costs necessary to replace or rebuild their homes—

anywhere from hundreds of thousands to more than a million dollars underinsured. 

 

FIRST CAUSE OF ACTION 

(Breach of the Implied Covenant of Good Faith and Fair Dealing) 

ALL PLAINTIFFS, FOR A FIRST CAUSE OF ACTION AGAINST 

DEFENDANTS AAA AND DOES 1 THROUGH 100, INCLUSIVE, FOR BREACH OF 

THE IMPLIED COVENANT OF GOOD FAITH AND FAIR DEALING, ALLEGE: 

67. Plaintiffs refer to each and every paragraph of this complaint and 

incorporate those paragraphs as though set forth in full in this cause of action. 

68. In every insurance contract, a covenant of good faith and fair dealing is 

implied, including Plaintiffs’ homeowners’ insurance policies.  The conduct of insurers, 
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agents, and brokers even prior to purchase must be pursuant to that same duty of good 

faith and fair dealing.  

69. In this case, AAA made repeated representations to Plaintiffs that the 

policy limits selected by AAA were adequate to rebuild Plaintiffs’ homes and based 

upon a fulsome, accurate, and reasonable estimation.  AAA’s mailings, website, letters, 

and policy provisions repeatedly assured Plaintiffs that AAA had taken into 

consideration the characteristics of their home, applied its longstanding expertise in 

estimating replacement cost, and made an estimate that would provide sufficient funds 

to fully replace the damaged property.  These representations were made directly to 

Plaintiffs. Plaintiffs relied on those representations in purchasing and maintaining 

coverage with AAA to repair, rebuild, and replace their homes.  Plaintiffs were 

convinced to purchase AAA insurance, and keep those policies in force for years, based 

on the representation that their insurance policy limits were sufficient to completely 

repair, rebuild, or replace their homes in the event of catastrophe. 

70. As the Los Angeles County Wildfires demonstrated though, Plaintiffs 

were woefully underinsured for the actual cost to replace or rebuild their homes.  Many 

of them were hundreds of thousands or even more than a million dollars short of the 

true cost to repair or rebuild their home. 

71. In addition, Defendants AAA and DOES 1 through 100, inclusive, and 

each of them, have breached their duty of good faith and fair dealing owed to Plaintiffs 

under the Policies as follows:  

 (a) Unreasonably dictating coverage limits (and refusing to adequately 

and fairly increase limits when requested), including AAA’s estimate 

of the cost to repair/rebuild/replace Plaintiffs’ homes, despite those 

estimates falling far short of the true cost; 

(b) Unreasonably failing to conduct a fair, balanced, and thorough 

investigation, including the failure to adequately evaluate, investigate, 
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and review the homes of Plaintiffs prior to recommending and 

requiring Plaintiffs to obtain a specific coverage limit, and refusing to 

allow additional insurance to be obtained; 

(c) Unreasonably refusing to make payments to Plaintiffs for the true 

limits of liability knowing the Plaintiffs’ claims for benefits under the 

Policy were valid, and unreasonably failing to make sufficient 

payments for Plaintiffs to cover the total rebuild cost of their homes, 

which is akin to denying Plaintiffs’ the benefit of their bargain; 

(d) Unreasonably delaying benefits under the Policy to Plaintiffs, at a time 

when Defendants knew that the Plaintiffs were entitled to such 

benefits under the terms of the Policy; 

(e) Unreasonably delaying and denying Plaintiffs the benefits they were 

promised under the Policy through the unreasonable and illegitimate 

delay and denial of payments that they were entitled to as well as the 

enforcement of policy limits set in bad faith by AAA, as well as AAA’s 

illusory coverage scheme that placed its own profit motives ahead of 

protection for its insureds; 

(f) Unreasonably placing AAA’s own financial interests above the 

interests of its insureds; 

(g) Unreasonably engaging in a course of conduct designed to prevent 

Plaintiffs from obtaining the coverage they were entitled to under the 

Policy; 

(h) Unreasonably failing to acknowledge and act promptly upon 

communications with respect to claims arising under the Policies; 

(i) Failing and refusing to give at least as much consideration to the 

Plaintiffs’ interests as it gave to its own interests;   
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(j) Unreasonably and in bad faith failing to honor its promise to provide 

Plaintiffs with an insurance policy that accurately and faithfully 

estimated the full or minimum replacement cost of their homes;  

(k) Unreasonably and in bad faith failing to pay out amounts sufficient to 

cover the total rebuild cost of Plaintiffs’ homes; 

(l) Unreasonably and in bad faith interpreting the Policy in a way that 

contravenes California law and principles of interpretation, all in an 

effort to avoid paying rightly owed policy benefits. 

(m) Unreasonably and in bad faith failing to comply with California 

Regulations regarding the estimation of replacement cost value of 

Plaintiffs’ homes, failing to conduct a reasonable estimation of 

replacement cost value, resulting in policy limits far lower than 

necessary to properly replace/rebuild those homes. 

(n) Unreasonably and in bad faith failing to give its insureds notice of 

changes in policy language, and attempting to unreasonably foist 

responsibility for replacement cost estimates onto insureds despite 

preventing them from having input or readily increasing their limits. 

(o) Unreasonably and in bad faith failing to pay full and final benefits due 

under the Debris Removal, Trees, Personal Property, and ALE/Loss of 

Use provisions of the Policies; 

(p) Unreasonably and in bad faith setting wildly underinflated per diem 

limits on ALE/Loss of Use payments, in contravention to the state of 

the market, the fire forcing insureds to flee their homes, and the loss of 

use of their homes consumed in the fire (indeed, one adjuster believed 

offering the paltry and unreasonably low sum of $30 per day was 

sufficient for the Los Angeles market) 
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(q) Unreasonably and in bad faith failing to abide by California Insurance 

Code § 2061, by failing to provide insureds with at least a four-month 

advance on their ALE/Loss of Use policy limits in the event of a total 

loss and a declared state of emergency, such as the Los Angeles 

County Wildfires and Plaintiffs’ homes at issue here; 

(r) Unreasonably and in bad faith refusing to pay out additional 

coverages, including extended replacement cost, building, ordinance, 

or law coverage, and other terms and conditions to which Plaintiffs are 

entitled, either under their policy as currently written, or under the 

reformed (accurately estimated) replacement cost policies to which 

Plaintiffs are entitled.  

(s) Unreasonably and in bad faith attempting to discount or restrict the 

claims of particular insureds, claiming that despite living in the 

destroyed home, partners with the insured, and being insured on a 

bundled AAA auto policy for more than a decade, that AAA was 

unaware of that individual and refusing to pay out coverage for their 

losses;  

(t) Unreasonably and in bad faith belatedly demanding an itemization of 

certain losses, creating a series of roadblocks for insureds to obtain 

their owed policy coverages, relying on hypertechnical and shifting 

excuses to refuse additional payments.  

(u) Unreasonably and in bad faith misinterpreting the policy to unduly 

restrict the extent of extended replacement cost coverage, despite the 

language of the policy, and unreasonably and in bad faith refusing to 

pay out even the amounts owed under Defendants’ interpretation of 

the policy. 
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(v) Unreasonably and in bad faith refusing to pay due and owing Code 

Upgrade or Ordinance or Law coverage when insureds purchase a 

replacement property to replace the totally destroyed insured 

property, despite the insured incurring such coverage inherent in the 

price of a replacement property.  

72. Plaintiffs are informed and believe and thereon allege that Defendants 

AAA and DOES 1 through 100, inclusive, and each of them, have breached their duty of 

good faith and fair dealing owed to Plaintiffs by other acts or omissions of which 

Plaintiffs are presently unaware and which will be shown according to proof at the time 

of trial. 

73. As a proximate result of the aforementioned unreasonable and bad faith 

conduct of Defendants AAA and DOES 1 through 100, inclusive, and each of them, 

Plaintiffs have suffered, and will continue to suffer in the future, economic and other 

consequential damages, for a total amount to be shown at the time of trial.  

74. As a proximate result of the aforementioned unreasonable and bad faith 

conduct of Defendants AAA and DOES 1 through 100, inclusive, and each of them, 

Plaintiffs have suffered, and will continue to suffer in the future, general damages 

including emotional distress, for a total amount to be shown at the time of trial. 

75. As a further proximate result of the aforementioned wrongful conduct of 

Defendants AAA and DOES 1 through 100, inclusive, and each of them, Plaintiffs were 

compelled to retain legal counsel to obtain the benefits due under the Policy and 

benefits of their bargain with AAA. Therefore, Defendants AAA and DOES 1 through 

100, inclusive, and each of them, are liable to the Plaintiffs for those attorneys’ fees, 

witness fees, and costs of litigation reasonably necessary and incurred by Plaintiffs in 

order to obtain Policy benefits and the cost to adequately rebuild, repair, or replace their 

homes in a sum to be determined at trial. 
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76. Defendants AAA and DOES 1 through 100, inclusive, and each of their 

conduct described herein was intended by these Defendants to cause injury to the 

Plaintiffs, or was despicable conduct carried on by these Defendants with a willful and 

conscious disregard of the rights of Plaintiffs, or subjected Plaintiffs to cruel and unjust 

hardship in conscious disregard of the Plaintiffs’ rights, or was an intentional 

misrepresentation, deceit, or concealment of a material fact known to these Defendants 

with the intention to deprive the Plaintiffs of property, legal rights, or to otherwise 

cause injury, such as to constitute malice, oppression, or fraud under California Civil 

Code section 3294, thereby entitling Plaintiffs to punitive damages in an amount 

appropriate to punish or set an example of Defendants AAA and DOES 1 through 100. 

77. Defendants AAA and DOES 1 through 100, inclusive, and each of their 

conduct as previously alleged evidences that these Defendants consciously engaged in a 

pattern of intentionally undersetting policy limits, delaying and intentionally 

wrongfully withholding benefits from the Plaintiffs, unreasonably failing to thoroughly 

investigate and evaluate Plaintiffs’ claims, and knowingly failing to give their insureds’ 

interests at least as much consideration as their own. These Defendants’ pattern of 

conduct to unreasonably delay, underset limits, and failure to provide benefits under 

the Policy as previously alleged, forced the Plaintiffs to suffer in their personal life, and 

forced the Plaintiffs to either not receive and/or have to pay for items on their own 

which should have been covered by the Policy. 

78. Defendants AAA and DOES 1 through 100, inclusive, and knowingly and 

wrongfully elevated their financial interests above those of Plaintiff in this case, and 

acted with a willful and conscious disregard of Plaintiff’s rights to timely receive 

benefits as provided by the Policy. Defendants AAA and DOES 1 through 100, willfully 

and intentionally sought to deprive Plaintiff of benefits which they were entitled to 

receive under the Policy or should have been entitled to receive had AAA accurately 

and adequately performed its duties as an insurer. 
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79. The conduct of Defendants AAA and DOES 1 through 100, inclusive, 

described herein was undertaken by these corporate Defendants’ officers or managing 

agents, who were responsible for policy underwriting, policy limit setting, claims 

supervision and operations, underwriting, communications, and/or decisions. The 

aforementioned conduct of said managing agents and individuals was therefore 

undertaken on behalf of these corporate Defendants. These corporate Defendants 

further had advanced knowledge of the actions and conduct of said individuals whose 

actions and conduct were ratified, authorized, and approved by managing agents 

whose precise identities are unknown to Plaintiff at this time and are therefore 

identified and designated herein as DOES 1 through 100, inclusive. 

 

 SECOND CAUSE OF ACTION 

(Breach of Contract) 

ALL PLAINTIFFS FOR A SECOND CAUSE OF ACTION AGAINST 

DEFENDANTS AAA AND DOES 1 THROUGH 100, INCLUSIVE, FOR BREACH OF 

CONTRACT, ALLEGE: 

80. Plaintiffs refer to each and every paragraph of this complaint and 

incorporate those paragraphs as though set forth in full in this cause of action. 

81. Plaintiffs have fully and completely performed all their duties and 

obligations under the Policy, including the timely payment of all premiums. 

82. Defendants AAA and DOES 1 through 100, inclusive, and each of them, 

owed duties and obligations to Plaintiffs under the Policies. Defendants had also 

promised for years that they were providing Coverage A limits that were sufficient to 

rebuild Plaintiffs’ homes, based on the characteristics of each Plaintiffs’ individual 

home.  Defendants also represented in the Declarations Page of each of Plaintiffs’ policy 

each year that: “The limit of liability for this structure (Coverage A – Dwelling) is based 

on an estimate of the cost to rebuild your home, including an approximate cost for labor 
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and materials in your area, and specific information that you have provided about your 

home.”  Any such “estimate” is required to comply with the provisions of 10 C.C.R. 

2695.183, which AAA repeatedly failed to undertake. 

83. Defendants breached the terms and provisions of the contract to provide 

home insurance policy benefits by unreasonably failing to provide those policy benefits, 

and drastically underproviding the necessary policy limits to adequately repair or 

replace the Plaintiffs’ homes.  Defendants, despite the contract language to the contrary, 

did not provide an “estimate of the cost to rebuild your home, including an 

approximate cost for labor and materials in your area,” as each Plaintiffs’ Coverage A 

limits—instead underinsuring the Plaintiffs for hundreds of thousands or even millions 

of dollars, even after the extended replacement cost extension of coverage. In addition, 

Defendants breached the terms and provisions of the contract by failing to provide full 

scope of loss reports, full policy benefits (including extended replacement cost 

coverage, ALE/Loss of Use, Trees, Code Upgrade, and other provisions), the agreed-

upon coverage extensions, and other violations of the contract as discussed above.  

Plaintiffs allege that Defendants have also breached the contract in other material 

respects that will be revealed through the discovery process.  

84. As a direct and proximate result of Defendants’ conduct and material 

breach of their contractual obligations, Plaintiffs have suffered damages under the 

Policy in an amount to be determined according to proof at the time of trial, plus 

interest and other foreseeable and incidental damages according to proof, and in 

amounts to be determined at the time of trial. 
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THIRD CAUSE OF ACTION 

(Negligence) 

ALL PLAINTIFFS FOR A THIRD CAUSE OF ACTION AGAINST 

DEFENDANTS AAA AND DOES 1 THROUGH 100, INCLUSIVE, FOR NEGLIGENCE, 

ALLEGE: 

85. Plaintiffs refer to each and every paragraph of this complaint and 

incorporate those paragraphs as though set forth in full in this cause of action. 

86. Defendants AAA and DOES 1 through 100, inclusive, and each of them, 

exclusively utilized AAA personnel, resources, websites, equipment, and AAA-

controlled or captive agents/adjusters/claims personnel to sell insurance, correspond 

with policyholders, and estimate and recommend policy limits. All insurance procured 

on behalf of Plaintiffs was done directly by, through, and with AAA employees. 

87. AAA represented that it had specialized knowledge and expertise 

regarding how to accurately calculate the costs of replacing or reconstructing Plaintiffs’ 

homes following a loss event. AAA knew, or should have known, that policyholders 

would rely on AAA’s assertions of expertise to calculate the minimum policy limits that 

would enable Plaintiffs to replace or rebuild their homes in the event of loss. AAA also 

knew that if Plaintiffs, or those in Plaintiffs’ position, relied on AAA expertise, but the 

policy limits proved inadequate, Plaintiffs would be materially harmed and unable to 

replace or rebuild their homes. AAA also knew, or should have known, that its use of 

its cost estimating software was insufficient to calculate the specific rebuilding costs of 

each home. AAA also knew, or should have known, that as a result of its failure to 

accurately calculate policy limits which reflected the minimum cost to rebuild or replace 

Plaintiffs’ homes, in addition to other actions described herein regarding its illusory 

coverage, that Plaintiffs were denied the ability to access additional home coverages, 

such as the extended replacement cost coverage, despite Plaintiffs paying premiums for 

those coverages. 
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88. AAA also made affirmations to Plaintiffs that its cost estimating software 

would accurately calculate policy limits for rebuilding each of Plaintiffs’ individual 

homes, based on brief information collected online or over the phone, in an effort to 

induce policy sales, depress claim reimbursement, and maintain and enlarge AAA’s 

market share.  But that cost estimating software did not accurately calculate rebuilding 

costs—not even close.  Instead, Plaintiffs’ policy limits were repeatedly underset by 

AAA, despite offerings like extended replacement cost coverage (which is supposed to 

be over and above the cost to rebuild, to account for uncertain prospects like demand 

surge after a wildfire), Plaintiffs were left drastically underinsured for the true cost to 

restore their homes.  

89. AAA personnel also on numerous occasions, held themselves out to 

Plaintiffs as specialists in the homeowners insurance arena and in obtaining 

comprehensive insurance coverage, including for the full and complete cost to rebuild 

or replace Plaintiff’s homes. AAA thus owed duties of reasonable care, diligence and 

loyalty, and judgment to Plaintiffs in procuring insurance and to assure that coverage as 

requested and promised was in place to protect Plaintiffs, and to ensure that AAA had 

accurately and sufficiently set each Plaintiffs’ policy limits to fully compensate them in 

the event of a total loss. 

90. Plaintiffs specifically requested that AAA obtain full and adequate 

insurance to protect against the risks of future loss, including the risk their homes may 

be destroyed in a natural calamity like the Los Angeles County Wildfires. These 

Defendants agreed to provide such insurance coverage to adequately and fully protect 

Plaintiff should they ever need to repair, replace, or rebuild their home. 

91. Defendants AAA and DOES 1 through 100, inclusive, owed Plaintiffs a 

duty of care to see that their interests were fully protected by the coverage they sought 

and obtained for Plaintiffs.   
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92. Defendants AAA and DOES 1 through 100, inclusive, also owed duties to 

Plaintiffs to ensure that all disclosures were made properly and accurately in the 

application process; to obtain the coverage requested by Plaintiffs; to obtain appropriate 

coverage suited to the specific needs of Plaintiffs; to accurately represent and report the 

coverage obtained; to warn of coverage limitations or exclusions; to not reduce coverage 

without Plaintiffs’ authorization; and to properly assist and report in the claim for 

benefits to the insurer. 

93. Defendants AAA and DOES 1 through 100, inclusive, breached that duty, 

by failing to properly and accurately ensure the amount of coverage obtained for 

Plaintiffs; by failing to obtain accurate and necessary costs of replacement estimates for 

Plaintiffs—leading to drastically lower policy limits that were insufficient to 

compensate Plaintiffs in the event of loss; by failing to obtain the appropriate coverage 

as requested by Plaintiffs; by failing to accurately represent and report the coverage 

obtained; and by failing to properly warn Plaintiffs of potential coverage limitations or 

exclusions. 

94. At all relevant times, Defendants AAA and DOES 1 through 100, 

inclusive, knew that Plaintiffs were relying upon their experience, skill, accuracy, good 

faith, and expertise as insurance specialists for homeowners’ insurance such as that 

obtained for Plaintiffs. 

95. Defendants AAA and DOES 1 through 100, inclusive, failed to exercise the 

skill and care that a reasonably careful insurer, insurer’s employee, agent, or broker 

would have used in similar circumstances. 

96. Plaintiffs are informed and believe and thereon allege that Defendants 

AAA and DOES 1 through 100, inclusive, were negligent in other acts or omissions of 

which the Plaintiffs are presently unaware. 

97. As a proximate result of the negligence of Defendants AAA and DOES 1 

through 100, inclusive, Plaintiffs have suffered, and will continue to suffer, general and 

special damages to be determined at trial.  These include the drastically reduced policy 
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limits that are far below the amount required to adequately repair, rebuild, or replace 

Plaintiffs’ homes, their distress at the insurance dispute, the fees to procure counsel to 

litigate this dispute, and other damages as awardable by the Court. 

 

FOURTH CAUSE OF ACTION 

(Negligent Misrepresentation) 

ALL PLAINTIFFS FOR A FOURTH CAUSE OF ACTION AGAINST 

DEFENDANTS AAA AND DOES 1 THROUGH 100, INCLUSIVE, FOR NEGLIGENT 

MISREPRESENTATION, ALLEGE: 

98. Plaintiffs refer to each and every paragraph of this complaint and 

incorporate those paragraphs as though set forth in full in this cause of action. 

99. Defendants AAA and DOES 1 through 100, inclusive, repeatedly 

represented to Plaintiffs: (1) that AAA was able to precisely calculate the cost of 

replacing Plaintiffs’ homes based on the specific characteristics of each home, knowing 

such representations would be communicated to Plaintiffs and relied upon them; (2) 

that policy limits, recommended and set by AAA, were the minimum required for the 

cost of rebuilding Plaintiffs’ homes, as the “valuation of covered property [AAA] 

considered necessary,” and were the full replacement cost for their homes at the time 

the policy was issued; (3) that AAA was, on an annual basis, revising the policy limits to 

keep up with changes in valuation—i.e., that AAA was, every year, modifying the 

Coverage A – Dwelling limits to keep current with rebuilding costs; (4) that AAA had 

obtained and put in place insurance, such as the Policies, to insure the full replacement 

cost necessary to replace Plaintiffs’ homes and that such insurance they had obtained on 

behalf of Plaintiffs and at the request of Plaintiffs, including the Policies, would provide 

full replacement cost coverage for losses sustained to Plaintiffs’ homes; and (5) that the 

policy limits selected and put in place by AAA were “based on an estimate of the cost to 

rebuild your home, including an approximate cost for labor and materials in your area, 
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and specific information that you have provided about your home.” Defendants also 

repeatedly represented to Plaintiffs that the amount reflected as the coverage limits in 

the Policies was sufficient to fully repair, rebuild, or replace Plaintiffs’ homes, to the 

point that Defendants refused to permit Plaintiffs to procure much in the way of 

additional or supplemental coverage for fear of its policyholders being “overinsured.”  

Defendants also repeatedly provided statements that the policy limits selected by AAA 

were based on full and complete “rebuild” estimates to the Plaintiffs in order to 

convince them that they were adequately insured, and did in fact convince Plaintiffs 

that the coverage estimates established by AAA would be sufficient to rebuild their 

homes in the event of disaster. 

100. Defendants AAA and DOES 1 through 100, inclusive, repeatedly 

represented that it had particular expertise and skill in calculating rebuilding costs in 

case of property loss, and was obliged to ensure that its calculations for rebuilding costs 

were accurate—accurately determining both rebuilding costs and the commensurate 

policy limits.   

101. AAA’s representations were inaccurate—its cost estimating software was 

woefully deficient in calculating replacement costs, the policy limits calculated and set 

by AAA were massively short of the true cost to rebuild, the policy limits calculated 

and set by AAA were not based on a true estimate, factoring in the cost of labor and 

materials in Plaintiffs’ areas, and it left many Plaintiffs unable to replace or rebuild their 

homes. AAA also knew, or should have known, that the insufficient data it collected 

from homeowners, and the generalized assumptions made by its cost estimating 

software, would not provide accurate estimates of the true rebuilding costs, and did not 

provide a reasonable basis for calculating homeowners’ policy limits. AAA knew, or 

should have known, that its representations were false when made.  

102. Defendants AAA and DOES 1 through 100, inclusive, knew, or should 

have known, the Plaintiffs could and would rely upon such representations of these 
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Defendants regarding the type, amount, and nature of coverage that they possessed and 

would rely on the fact that it was being represented to Plaintiffs, that Plaintiffs 

possessed sufficient and adequate insurance coverage to repair, replace, or rebuild their 

home in the event of disaster, as represented by the coverage limits in the Policies.  

Indeed, Plaintiffs purchased AAA insurance in substantial part because of AAA’s false 

representations about its cost estimating software, supposed accuracy of rebuild 

estimates, and alleged sufficiency of policy limits.  

103. Plaintiffs were justified in relying, and reasonably relied, on the 

representations of Defendants AAA and DOES 1 through 100, inclusive, as these 

Defendants represented themselves as reputable, highly specialized and competent and 

sophisticated insurers in the business of providing full and adequate insurance to 

replace, rebuild, or repair Plaintiffs’ homes in the event of disaster. In justifiably relying 

upon these representations, Plaintiffs purchased the Policies, paid the premiums 

thereon, and Plaintiffs did not seek insurance coverage elsewhere. 

104. In addition, Defendants AAA and DOES 1 through 100, inclusive, 

negligently failed to disclose that the insurance that Plaintiffs had requested, including 

the Policies, and that Defendants had represented had been obtained, would not in fact 

provide adequate or full replacement cost coverage for Plaintiffs.  Instead, the coverage 

actually obtained fell hundreds of thousands or even more than a million dollars short 

of providing adequate replacement cost coverage. 

105. Plaintiffs are informed and believe and there upon allege that Defendants 

AAA and DOES 1 through 100, inclusive, negligently misrepresented and negligently 

failed to disclose other matters regarding the Policies, these acts or omissions of which 

Plaintiffs are presently unaware but which may be determined through discovery and 

will be presented at time of trial. These other acts or omissions of these Defendants 

would constitute further negligent misrepresentation on the part of these Defendants. 
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106. As a proximate result of these Defendants’ conduct, Plaintiffs have 

suffered damages and harm including economic and consequential damages in a total 

amount to be shown at the time of trial. 

107. As a further proximate result of these Defendants’ conduct, Plaintiffs have 

suffered damages and harm including general, special, and emotional distress damages 

in a total amount to be shown at the time of trial. 

 

FIFTH CAUSE OF ACTION 

(Fraud) 

ALL PLAINTIFFS FOR A FIFTH CAUSE OF ACTION AGAINST 

DEFENDANTS AAA AND DOES 1 THROUGH 100, INCLUSIVE, FOR FRAUD, 

ALLEGE: 

108. Plaintiffs refer to each and every paragraph of this complaint and 

incorporate those paragraphs as though set forth in full in this cause of action. 

109. Defendants AAA and DOES 1 through 100, inclusive, repeatedly 

represented to Plaintiffs: (1) that AAA was able to precisely calculate the cost of 

replacing Plaintiffs’ homes based on the specific characteristics of each home, knowing 

such representations would be communicated to Plaintiffs and relied upon them; (2) 

that policy limits, recommended and set by AAA, were the minimum required for the 

cost of rebuilding Plaintiffs’ homes, as the “valuation of covered property [AAA] 

considered necessary,” and were the full replacement cost for their homes at the time 

the policy was issued; (3) that AAA was, on an annual basis, revising the policy limits to 

keep up with changes in valuation—i.e., that AAA was, every year, modifying the 

Coverage A – Dwelling limits to keep current with rebuilding costs; (4) that AAA had 

obtained and put in place insurance, such as the Policies, to insure the full replacement 

cost necessary to replace Plaintiffs’ homes and that such insurance they had obtained on 

behalf of Plaintiffs and at the request of Plaintiffs, including the Policies, would provide 
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full replacement cost coverage for losses sustained to Plaintiffs’ homes; and (5) that the 

policy limits selected and put in place by AAA were “based on an estimate of the cost to 

rebuild your home, including an approximate cost for labor and materials in your area, 

and specific information that you have provided about your home.” Defendants also 

repeatedly represented to Plaintiffs that the amount reflected as the coverage limits in 

the Policies was sufficient to fully repair, rebuild, or replace Plaintiffs’ homes, to the 

point that Defendants refused to permit Plaintiffs to procure sufficient additional or 

supplemental coverage for fear of its policyholders being “overinsured.”  Defendants 

also repeatedly provided projected “rebuild” estimates to the Plaintiffs in order to 

convince them that they were adequately insured, and did in fact convince Plaintiffs 

that the coverage estimates established by AAA would be sufficient to rebuild their 

homes in the event of disaster. By way of specific example, subject to supplementing 

with further information as discovery into this matter continues, AAA made the 

following statements or representations to each of the Plaintiffs regarding the policy 

limits and the cost to rebuild their homes: 

a. AAA made a specific representation to each Plaintiff in both the annual 

notice and on the Declarations Page of each policy that the: “The limit of 

liability for this structure (Coverage A – Dwelling) is based on an estimate 

of the cost to rebuild your home, including an approximate cost for labor 

and materials in your area, and specific information that you have 

provided about your home.” Plaintiffs are informed and believe that this 

representation was false and inaccurate.    

b. AAA made a specific representation in the conditions section of the 

policy—that, on an annual basis, AAA would revise the Coverage A – 

Dwelling limit “to account for inflation, current building costs, changes in 

the cost of items of personal property, and other factors. Any adjustment 

of the amount of the COVERAGE A limit of liability will result in 
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proportionate adjustments of the amounts of limits of liability” for the 

other coverages.” Plaintiffs are informed and believe that this 

representation was false and inaccurate. 

c. To qualify for extended replacement cost, the insured had to insure the 

dwelling at the amount AAA calculated was the necessary amount to 

qualify as replacement cost and accept any increase in coverage calculated 

by AAA on a yearly basis, if such increased was “considered necessary” 

by AAA. Invariably, this amount for full replacement cost was the 

Coverage A limits calculated by AAA.  Plaintiffs are informed and believe 

that this representation was false and inaccurate. 

d. AAA also spent years representing that it adequately and fully accounted 

for Plaintiffs’ homes architecture, building materials, finishes, and other 

details that contribute to determine rebuilding costs—yet failed to 

adequately consider these parameters and instead relied on insufficient 

data to create, recommend, and implement substantially insufficient 

policy limits. AAA also spent years knowing it was required to comply 

with a California regulation that was intended to provide more accurate 

replacement cost estimates, and yet still either ignored or willfully 

undervalued the estimates it provided.  Plaintiffs are informed and 

believe that this representation was false and inaccurate. 

e. Based upon information and belief, Plaintiffs were also repeatedly assured 

that based on AAA’s projected rebuild costs with extended replacement 

cost or Code Upgrade coverage, their homes were fully insured and that 

AAA would not allow (or would argue against) additional insurance 

because AAA had determined the limits would allow Plaintiffs to fully 

rebuild their homes.  Based on the events during and following the Los 

Angeles County Wildfires, these representations were false by a large 
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margin and misrepresented the actual replacement cost estimate for 

Plaintiffs’ properties. 

f. In addition, AAA did not provide Plaintiffs with a copy of the estimate it 

generated to determine replacement cost value with the declaration page 

or at any other time prior to the fire. AAA did not advise Plaintiffs of 

material facts necessary to qualify the “half-truth” in the declaration page, 

or otherwise at that time, including but not limited to the following 

information that Plaintiffs are informed and believe AAA knew, believed 

to be true and/or should have known or believed at that time: (a) the 

estimate AAA calculated to rebuild their home was inaccurate, incomplete 

and/or would likely not be sufficient in the case of a total loss, (b) 

historically AAA’s estimates of replacement value had been low and 

insufficient to cover the cost to rebuild especially in the case of a 

catastrophe such as a wildfire, (c) AAA’s replacement cost estimate would 

be low and inadequate in the case of a total loss caused by a catastrophe 

even when including the extended replacement cost coverage, (d) that 

Plaintiffs should not rely on AAA’s estimate of the cost to rebuild in 

determining the amount of homeowners insurance coverage, (e) that 

AAA’s estimate of the cost to rebuild on which it based the Coverage A 

limit was intended only to function as one of several sources of 

information in estimating a replacement costs, or (f) that AAA’s estimate 

of the cost to rebuild was not guaranteed to represent actual replacement 

costs in the event of damage or loss. AAA also did not advise Plaintiffs 

that they should obtain any additional information regarding the cost to 

rebuild their home from any other source aside from AAA.  Plaintiffs 

reasonably relied on CSAA’s representation and omissions. 
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110. Based on information and belief, AAA and DOES 1 through 100 knew 

their representations were false when made or made these representations with reckless 

disregard for their truth. As a large insurance company, with millions of policyholders 

and billions in premiums per year, AAA knows that it cannot provide an accurate 

estimate of rebuilding costs by simplistically looking at a home’s characteristics without 

fully and accurately evaluating the home’s architecture, building materials, finishes, 

upgrades, and other details that substantially determine rebuilding costs.  This is 

particularly true in the event of a disaster, where “surge” pricing due to limited 

contractors and materials often substantially increases costs. Yet it failed to prepare full, 

adequate, and accurate replacement cost estimates for its insureds, including Plaintiffs, 

leading to policy limits that were drastically short of the amount required to rebuild 

their homes to pre-loss condition. Based on information and belief, AAA has received 

numerous complaints over the years about underestimating replacement cost coverage 

and short-changing many insureds when they were most desperate. This has been an 

ongoing and consistent problem for AAA after every catastrophe, particularly in 

California, going back to the time AAA forced policyholders to switch to replacement 

cost value coverage (i.e., away from guaranteed replacement cost coverage) in the 1990s.  

Yet despite actual notice of the problems with its cost estimating software and decades 

of “low” estimates resulting in underinsurance for policyholders, AAA continues to 

make these representations to insureds, leaving them drastically unprepared when 

something like a wildfire strikes. 

111. Further, based on information and belief, AAA and DOES 1 through 100 

did not intend to perform their promise to provide adequate replacement cost 

coverage—repeatedly represented to Plaintiffs by AAA personnel, by the Policy 

language, and in how AAA sold its policies—at the time the promise was made. 

Instead, AAA deliberately undersold or underestimated replacement cost coverage and 

placed its insureds in peril.  The falsity of AAA’s promise came true shortly after the 
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Los Angeles County Wildfires, in that AAA has numerous insureds, including 

Plaintiffs, who are hundreds of thousands or even more than a million dollars “short” 

of the actual cost to replace, repair, or rebuild their homes.  That actual cost far exceeds 

the amount represented by AAA to be the “full” amount of Plaintiffs’ replacement cost.  

112. Defendants AAA and DOES 1 through 100, inclusive, knew that their 

representations about the adequacy of Plaintiffs’ policy limits were false, but continued 

making such false statements in order to induce homeowners, including Plaintiffs, to 

buy or renew AAA insurance, so that AAA could maintain or increase its market 

share—placing AAA’s profits and competitive pricing over the interests of its insureds. 

113. Defendant AAA and DOES 1 through 100’s representations about the 

adequacy of policy limits for Plaintiffs’ homes were false at the time they were made, as 

Defendants had drastically underestimated the necessary policy limits, had done so for 

years, and had ready knowledge of the falsity of those representations. 

114. Defendants AAA and DOES 1 through 100, inclusive, knew that, and 

intended that, the Plaintiffs could and would rely upon such representations of these 

Defendants regarding the type, amount, and nature of coverage that they possessed and 

would rely on the fact that it was being represented to Plaintiffs, that Plaintiffs 

possessed sufficient and adequate insurance coverage to repair, replace, or rebuild their 

home in the event of disaster, as represented by the coverage limits in the Policies. 

Plaintiffs purchased, renewed, or maintained their AAA policies in substantial part 

based upon the representations of Defendants and were induced to obtain or continue 

those policies through the time of the Los Angeles County Wildfires.  

115. Plaintiffs were justified in relying, and did rely, on the representations of 

Defendants AAA and DOES 1 through 100, inclusive, as these Defendants represented 

themselves as reputable, specialized, competent and sophisticated insurance personnel 

in the business of providing full and adequate insurance to replace, rebuild, or repair 

Plaintiffs’ homes in the event of disaster. In justifiably relying upon these 
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representations, Plaintiffs purchased the Policies, paid the premiums thereon, and 

Plaintiffs did not seek insurance coverage elsewhere. 

116. In addition, Defendants AAA and DOES 1 through 100, inclusive, 

intentionally failed to disclose that the insurance that Plaintiffs had requested, including 

the Policies, and that Defendants had represented had been obtained, would not in fact 

provide adequate replacement cost coverage for Plaintiffs.  Instead, the coverage 

actually obtained fell hundreds of thousands or even more than a million dollars short 

of providing adequate replacement cost coverage. 

117. Plaintiffs are informed and believe and there upon allege that Defendants 

AAA and DOES 1 through 100, inclusive, intentionally misrepresented and 

intentionally failed to disclose other matters regarding the Policies, these acts or 

omissions of which Plaintiffs are presently unaware but which may be determined 

through discovery and will be presented at time of trial. These other acts or omissions 

of these Defendants would constitute further misrepresentation on the part of these 

Defendants. 

118. As a proximate result of these Defendants’ conduct, Plaintiffs have 

suffered damages and harm including economic and consequential damages in a total 

amount to be shown at the time of trial. 

119. As a further proximate result of these Defendants’ conduct, Plaintiffs have 

suffered damages and harm including general and emotional distress damages in a 

total amount to be shown at the time of trial. 

120. Defendants engaged in despicable conduct with a willful and conscious 

disregard of the rights of Plaintiffs, subjected Plaintiffs to cruel and unjust hardship in 

conscious disregard of Plaintiffs’ rights, or Defendants made intentional 

misrepresentations of material fact with the intention to deprive Plaintiffs of property or 

legal rights or to otherwise cause injury, such as to constitute malice, oppression, or 

fraud under California Civil Code § 3294, thereby entitling Plaintiffs to punitive 
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damages in an amount appropriate to punish or set an example of Defendants and their 

conduct.  

 

SIXTH CAUSE OF ACTION 

(Violation of California Unfair Competition Law, Bus. & Prof. Code § 17200, et seq.) 

ALL PLAINTIFFS FOR A SIXTH CAUSE OF ACTION AGAINST 

DEFENDANTS AAA AND DOES 1 THROUGH 100, INCLUSIVE, FOR UNFAIR 

COMPETITION, ALLEGE: 

121. Plaintiffs refer to each and every paragraph of this complaint and 

incorporate those paragraphs as though set forth in full in this cause of action. 

122. Defendant AAA and DOES 1 through 100, inclusive, are “persons” subject 

to the California Unfair Competition Law (“UCL”) pursuant to Business and 

Professions Code section 17201. 

123. The UCL prohibits acts of “unfair competition,” including any “unlawful, 

unfair or fraudulent business act or practice.” (Cal. Bus. & Prof. Code § 17200.) 

124. California Business & Professions Code § 17204 permits individuals, such 

as Plaintiffs, to institute an action on behalf of the general public to obtain injunctive 

and restitutionary relief against persons and entities that engage in unfair business 

practices and/or unfair competition. 

125. Defendants' acts and practices, including the faulty estimates establishing 

Plaintiffs' insurance policy limits and promising that those limits would equal full 

replacement cost coverage, as alleged in this Complaint, constitute unlawful, unfair, 

and fraudulent business practices, in violation of the Unfair Competition Law, Cal. Bus. 

& Prof. Code §§ 17200 et seq. 

126. Defendants' acts and practices constitute unlawful business practices, as 

they violate 10 California Code of Regulations § 2695.183, Standards for Estimates of 

Replacement Value. Section 2695.183 provides that "no licensee shall communicate an 
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estimate of replacement cost to an applicant or insured in connection with an 

application for or renewal of a homeowners' insurance policy that provides coverage on 

a replacement cost basis" unless certain "requirements and standards" are met. Among 

these requirements and standards are "consideration of components and features of the 

insured structure," including "at least" the following criteria: 

(1) Cost of labor, building materials and supplies; 

(2) Overhead and profit; 

(3) Cost of demolition and debris removal; 

(4) Cost of permits and architect's plans; and 

(5) Consideration of components and features of the insured structure, including 

at least the following: 

(A) Type of foundation; 

(B) Type of frame; 

(C) Roofing materials and type of roof; 

(D) Siding materials and type of siding; 

(E) Whether the structure is located on a slope; 

(F) The square footage of the living space; 

(G) Geographic location of property; 

(H) Number of stories and any nonstandard wall heights; 

(I) Materials used in, and generic types of, interior features and finishes, 

such as, where applicable, the type of heating and air conditioning system, 

walls, flooring, ceiling, fireplaces, kitchen, and bath(s); 

(J) Age of the structure or the year it was built; and 

(K) Size and type of attached garage. 

 

127. Defendants' method of calculating the replacement cost of Plaintiffs' 

homes materially failed to consider several of these components and features of 

Plaintiffs' insured structures. As a result, Plaintiffs are underinsured and unable to 

replace and/or rebuild their homes to their pre-loss condition. 

128. In addition, Defendants have refused to create proper claim documents, 

conduct a prompt, fair, and thorough investigation, provide all payments due and 

owing under the policies, as well as prepare and submit proper scopes of loss. (See, Cal. 

Ins. Code §§ 10103.5, 10082.3.) Defendants also violated California Insurance Code 
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Sections 678 (by failing to provide adequate notice of changes in policy conditions) and 

10103 (requiring AAA to provide adequate replacement cost estimates as part of the 

yearly policy renewal). 

129. Defendants' acts and practices, as alleged above, are (1) substantially 

injurious to Plaintiffs and AAA policyholders; (2) any claimed utility of Defendants' 

conduct is outweighed by the harm to Plaintiffs and AAA policyholders; and (3) the 

injury is not one that consumers reasonably could have avoided. 

130. Defendants' acts and practices constitute unfair, unlawful and/or 

fraudulent business practices in that they are likely to deceive a reasonable consumer by 

causing policyholders, like Plaintiffs, to believe that AAA had accurately calculated 

replacement costs in the event of a loss to their homes. Had Plaintiffs not been misled, 

Plaintiffs would have used alternative means of calculating the replacement costs of 

their homes, and would not have relied on Defendants' calculations and 

recommendations to adopt their policy limits. 

131. Defendants represented themselves as experts regarding the calculation of 

replacement costs, and Plaintiffs could not reasonably be expected to learn or discover 

the true facts related to these calculations without accurate disclosure. 

132. As a direct and proximate result of Defendants' unlawful, unfair, and 

fraudulent business practices, Plaintiffs have suffered injury in fact and lost money or 

property, in that they suffered monetary loss from having their policy limits set too low 

as a result of Defendants' unfair business practices. 

133. Defendants' misrepresentations and omissions regarding the calculation 

of replacement value on Plaintiffs' homes were material and likely to deceive reasonable 

consumers such as Plaintiffs. 

134. Pursuant to section 17203 of the California Business and Professions Code 

and available equitable powers, Plaintiffs are entitled to a preliminary and permanent 

injunction enjoining Defendants from continuing the unlawful and unfair business 

practices described above. This specifically includes an injunction precluding AAA 
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from continuing to adjust their claims based on the incorrect policy limits stated in their 

respective declaration pages and requiring AAA adjust their claims based on the “full” 

replacement cost of the dwelling plus extended replacement cost, and corresponding 

limits, including for Coverages B though D, based on the correct calculation of 

Coverage A at the “full” replacement cost coverage. This also specifically includes an 

injunction precluding AAA from enforcing any policy provisions that were changed 

without providing Plaintiffs with the required notice.  

135. In addition, Plaintiffs are entitled to recover reasonable attorneys' fees 

pursuant section 1021.5 of the California Code of Civil Procedure. 

 

SEVENTH CAUSE OF ACTION 

(Reformation) 

ALL PLAINTIFFS FOR A SEVENTH CAUSE OF ACTION AGAINST 

DEFENDANTS AAA AND DOES 1 THROUGH 100, INCLUSIVE, FOR 

REFORMATION, ALLEGE: 

136. Plaintiffs refer to each and every paragraph of this complaint and 

incorporate those paragraphs as though set forth in full in this cause of action. 

137. Plaintiffs' respective insurance policies do not reflect the actual agreement 

of the parties. Whereas AAA and each respective Plaintiff agreed that AAA would 

provide policy coverage sufficient to cover the cost of rebuilding Plaintiffs' homes, the 

policy limit derived from AAA’s faulty estimation is grossly inadequate. 

138. This error came about through AAA’s fraudulent representation that it 

had accurately calculated the cost of rebuilding each Plaintiff's home, and its fraudulent 

promise to fully cover the rebuilding costs of each Plaintiff's home, and that the policy 

limits set by AAA were the full or necessary replacement cost for each Plaintiff’s home. 

139. Alternatively, the incorrect policy limits came about through Plaintiffs' 

reliance on Defendants' negligent and intentional misrepresentation AAA had 

accurately calculated the cost of rebuilding each of Plaintiffs' homes. AAA had reason to 
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know that Plaintiffs would and had believed its representations because it held itself 

out as an expert with special knowledge in the area of loss estimation, utilized its own 

captive employees and calculator to perform the required estimations, and repeatedly 

represented to Plaintiffs that the estimations were sufficient for repairing or rebuilding 

Plaintiffs’ homes to pre-loss condition. 

140. Plaintiffs therefore request that their respective insurance policies are 

reformed to reflect the true intent of the parties, which is that their homeowners’ 

insurance policies compensate them for the true cost of rebuilding their homes, 

notwithstanding the stated policy limits. 

 

PRAYER FOR RELIEF 

 WHEREFORE, Plaintiffs pray for judgment against Defendants, and each of 

them, as follows:    

1. For an award of Plaintiffs’ past, present, and future economic, general, 

special, actual, and compensatory damages as proven at the time of trial;  

2. For reformation of Plaintiffs’ insurance policies to mandate coverage for 

the true cost of rebuilding Plaintiffs’ homes, as well as increases in the 

other Coverages based on that true cost, notwithstanding the stated policy 

limits; 

3. For prejudgment interest on all damages awarded to Plaintiff in 

accordance with California Civil Code sections 3287 and/or 3288 or as 

allowable by law; 

4. For attorneys’ fees, witness fees, and costs of litigation incurred by 

Plaintiff to obtain the Policy, promised, and other benefits in an amount to 

be determined at trial;  

5. For punitive and exemplary damages in an amount appropriate to punish 

or set an example of these Defendants; 

6. For injunctive relief:  
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a. enjoining AAA from adjusting claims based on AAA’s faulty 

estimates of replacement cost value; 

b. compelling AAA to accept reasonable scope of loss reports, 

estimates and bids submitted by Plaintiffs when adjusting 

Plaintiffs’ claims, and pay for same;  

c. enjoining AAA from continuing to adjust their claims based on 

the incorrect policy limits stated in their respective declaration 

pages;   

d. Enjoining AAA from enforcing any policy provisions that were 

changed without providing Plaintiffs with the required notice, 

and 

e. enjoining all other continuing unlawful and unfair business 

practices. 

7. For such other and further relief as the Court deems just and proper. 

 

 

Dated: June 4, 2025  BENTLEY & MORE LLP 

 

   
 

  By: 
________________________________ 

   
GREGORY L. BENTLEY 

STEVEN SCHUETZE 

MATTHEW W. CLARK 

CLARE H. LUCICH 

Attorneys for Plaintiffs 
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DEMAND FOR JURY TRIAL 

 Plaintiffs hereby demand a trial by jury. 

 

Dated: June 4, 2025  BENTLEY & MORE LLP 

 

   
 

  By: 
________________________________ 

   GREGORY L. BENTLEY 

STEVEN SCHUETZE 

MATTHEW W. CLARK 

CLARE H. LUCICH 

Attorneys for Plaintiffs 
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