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Date of Hearing: April 25, 2017

ASSEMBLY COMMITTEE ON BUSINESS AND PROFESSIONS
Evan Low, Chair
AB 1631 (Salas) — As Amended April 18, 2017

SUBJECT: Shorthand reporters: shorthand reporting seacporation.

SUMMARY: Prohibits a person or entity employing shorthesybrters or contracting with
shorthand reporters for services from providinghaascash equivalents of any amount for
marketing purposes, as specifiedd, states that nothing in existing law limits a perer entity
from entering into long-term or multi-case contsawith attorneys, law firms, or third parties
that are financing all or part of the action, ascfied, and requires the Attorney General (AG)
to enforce the provisions of the bill.

EXISTING LAW:

1) Establishes the Court Reporters Board (CRB) urtejurisdiction of the Department of
Consumer Affairs (DCA) for the licensure and regjola of certified shorthand reporters.
(Business and Professions Code (BPC) Section 80&0,.)

2) Prohibits a person from engaging in the practicehairthand reporting, as defined, unless
that person holds a certificate issued by the CRBia not a salaried, full-time employee of
any department or agency of the state who is erepl@ag a hearing reporter. (BPC Section
8016)

3) Defines the "practice of shorthand reporting" asrttaking, by means of written symbols or
abbreviations in shorthand or machine shorthantingriof a verbatim record or any oral
court proceeding, deposition, court ordered heavimarbitration, or proceeding before any
grand jury, referee, or court commissioner andait®irate transcription thereof. (BPC
Section 8017)

4) Defines a "shorthand reporting corporation" asr@a@tion which is authorized to render
professional services, as defined in Section 134k Corporations Code, as long as that
corporation and all of its shareholders, officélisgctors, and employees rendering
professional services who are certified shorthamenters are in compliance with the
Moscone-Knox Professional Corporations Act, as iipelc (BPC Section 8040)

5) States that a shorthand reporting corporation dashmor fail to do any act the doing of
which or the failure to do which would constitutepuofessional conduct under any statute,
rule or regulation now or hereafter in effect whpertains to shorthand reporters or
shorthand reporting, and in conducting its pradticeust observe and be bound by such
statutes, rules, and regulations to the same eageatperson holding a license. (BPC
Section 8046)

6) Defines "professional services" to mean any typgrofessional service that may be lawfully
rendered only pursuant to a license, certificat@megistration authorized by the BPC, the
Chiropractic Act, or the Osteopathic Act. (CORRt®m 13401(a))
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THISBILL:

1) Prohibits a person or entity employing shorthanmbreers or contracting with shorthand
reporters for services from giving or otherwiseyidang cash or cash equivalents, of any
amount, including gift cards for marketing purpqdms does not prohibit customary and
reasonable entertainment and marketing expenses.

2) Defines a "gift card" to mean a card or gift cectife, stored value card, or similar
instrument purchased for monetary considerationnwhe card, certificate or similar
instrument is redeemable for merchandise, foodgeorices.

3) States that nothing in any law limits a personrditg from entering into long-term or multi-
case contracts with attorneys, law firms, or tipiadties that are financing all or part of the
action.

4) Requires the Attorney General (AG) to enforce travigsions of this bill.

5) Provides that no reimbursement is required byhhigursuant to Section 6 of Article XIIB
of the California Constitution because the onlytsdlat may be incurred by a local agency
or school district will be incurred because this@eates a new crime or infraction,
eliminates a crime or infraction, or changes theaftg for a crime or infraction.

FISCAL EFFECT: Unknown. This bill is keyed fiscal by the LegiVe Counsel.
COMMENTS:
Purpose. This bill is sponsored by the author. No autstatement was provided.

Background. The CRB is responsible for licensing and disaiply certified shorthand

reporters. Certified shorthand reporters are mesipte for reporting depositions in legal cases as
well as court proceedings. Since 1972, the CRBpeasitted the certification of individuals

and at one time, the registration of shorthandntempcorporations. Currently, the CRB
oversees approximately 7,000 certified shorthapdnters. The CRB establishes the educational
requirements for certification including authorigithe minimal educational standards and
approving schools. In order to qualify for licensas a certified shorthand reporter, an
individual must have a high school education, twahonths (or 1,400 hours) of full-time work
experience related to making records of hearingiiw a passing score on the California State
Hearing Reporters Examination, and complete a eduosn an approved court-reporting school.
Currently, certified shorthand reporters in Califierwork in two separate capacities: 1) as an
"official reporter” who works as a court reporten@oyed by a state court or 2) as a "freelance
reporter” who is hired privately by court reportipgsinesses, firms, or attorneys to report
depositions. Both official and freelance repor@es required to meet the same educational and
examination qualifications. Currently, the CRB slo®t separately license or register court
reporting corporations.

Shorthand Reporting Corporations. BPC Section 8044 specifies that each direchareholder,

and officer of a shorthand reporting corporatiorstrie a licensed shorthand reporter. Business
models for shorthand reporting corporations aneérosiervice providers vary throughout the
state. While there are a number of licensee-owoegorations in California, there are a number
of businesses that provide litigation servicesdratnot currently under the jurisdiction of the
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CRB. The CRB does not register or certify corporat in California, BPC Sections 8044 and
8046 provide the CRB with the explicit authorityeoVicensee owned shorthand reporting
corporations incorporated in California

Professional Standards of Practice. Title 16 California Code of Regulations (CCRx&en 2475
provides the professional standards of practicéidensed shorthand reporters. The regulations
clarify the CRB's enforcement authority againstisees for violations of the professional
standards and require licensees to comply witlstéwedards including making truthful and
accurate statements, maintaining confidentialbynplying with legal or agree-upon delivery
dates, acting without bias toward, or prejudiceirggjaany party or their attorney, and other than
the receipt of compensation for reporting servioesther directly or indirectly give nor receive
any gift, incentive, reward, or anything of valwerh any person or entity associated with a
proceeding being reported if it valued at $100 oren This bill proposes to prohibit any person
or entity that contracts with or employs shorthaggbrters from giving or providing cash or
cash equivalents of any amount for marketing puepod.icensed shorthand reporters are
currently prohibited from this practice. This likfines gift cards to include a card or gift
certificate, stored value card or similar instrutneurchased for monetary consideration.
However, as currently drafted this bill would nioit gifts of goods and services or other
tangible gifts of value.

Current Related Legislation. AB 1660 (Kalra) of the current legislative sessih) authorizes

an entity to engage in the business of providingrcanging for the court reporters for the
transcription of court proceedings if specified ditions are met including: be a licensed court
reporter, be a shorthand reporting corporatiotneoa registered with the CRB as a court reporter
provider requires a court reporter provider to adhere ¢éostme laws and regulations applicable
to licensees and 2) prohibits an entity from engagn the services of a shorthand provider
corporation unless that corporation is registerét the CRB. STATUS Thishill is currently
pending in the Assembly Committee on Business and Professions.

SB 484 (Roth) of the current legislative sessioakes it unlawful for a person who is employed
by or who independently contracts with an entiggt tirranges for deposition officers to give or
receive any gift, incentive, reward, or anythingzafue as inducement or compensation in
connection with the provision of services by a dgfpan officer. Although these practices are
already prohibited under California regulatory lewcovered persons and entities, this bill
would empower the Attorney General, a district @y, or a city attorney to enforce this
professional standard of conduct against all setgersons engaging in this conduSTATUS.
This bill is currently pending on the Senate Floor.

Prior Related Legidation. SB 270 (Mendoza) of 2015, would have providedGRB with

broad powers of enforcement, as specified, oveidaror domestic corporations that offer or
arrange for shorthand reporting services, as gpdcih California, and clarified that the
provisions of the bill do not regulate the settofghegotiated transcript fees and reasonable fees
for non-contracting partiesSTATUS. Thisbill was held in the Assembly Committee on Business

and Professions.

AB 1461 (Ruskin) of 2009, would have prohibitedranf partnership, sole proprietorship, or
other business entity providing or arranging favréfiand reporting services, from doing or
failing to do any act that constitutes unprofesala@onduct under any statute, rule or regulation
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pertaining to shorthand reporters or shorthandrtemp Satus: This bill was held in the
Assembly Committee on Appropriations.

ARGUMENTSIN SUPPORT:

Esquire Deposition Services, LLC, Magna Legal Services, U.S. Legal Support, Inc., and
Veritext Corporation writes in support, "The provisions of [this bi#lfidress the issue of gifts to
users of deposition services in a fair way whiabhbits gifts of cash or gift cards while
balancing the ability to conduct commerce."

ARGUMENTSIN OPPOSITION:

TheDeposition ReportersAssociation of California, Inc. writes in opposition, The Deposition
Reporters Association of California (CalDRA) regjalty opposes [this bill], as amended.
CalDRA is the only California trade association wlédoard and membership is entirely
comprised of freelance deposition reporters aneldreee licensed deposition firm owners
affected by this measure. The importance of dtenked profession of court reporting to the
reasoned and credible administration of justideaisl to overstate. This was judicially
confirmed in California in 2011 in Serrano v. Stefderli Plastering Co. (2011) 52 Cal.4th 1018,
1021 where the Supreme Court held that freelanag oeporters who take depositions are
“ministerial officers of the court,” meaning officeecharged with non-discretionary, inherently
judicial duties. For this reason, freelance coeprters’ impartiality, competence, and integrity
are strictly regulated by numerous statutes inctbee of Civil Procedure and [BPC]."

TheCalifornia Court ReportersAssociation writes in opposition, "Unfortunately, this bill

could be used to weaken California's robust ethiidak and laws pertaining to deposition
proceedings and the handling of the depositiorstiapts. Our state's ethical rules and laws are
designed to preserve the impartiality and fairredsgeposition proceedings, to ensure that
parties to litigation are not subjected to unfegatment, and transcripts are held to the highest
professional standard. For these reasons CCRAoppsise this measure."

POLICY ISSUESFOR CONSIDERATION:

As currently drafted, it is unclear how this bildhAB 1660 (Kalra) of the current legislative
session will interact if both bills were to be cteed. AB 1660 would require specified
corporations to register with the CRB and abidalbyf the current laws and professional
standards of practice for licensed shorthand repoeind would provide the CRB with broad
enforcement authority, while this bill would reqaiigntities to comply with only one provision of
the professional standards of practice and woujdire the AG to enforce the provisions of this
bill.

IMPLEMENTATION ISSUES:

As currently drafted, this bill states that notinghis bill, Section 13401 of the Corporations
Code, or any other law, shall limit a person oitgritom entering into long-term or multi-case
contract with attorneys, law firms, or third pastidat are financing all or part of the action.isTh
provision is an attempt to ensure that currentremting practices, under existing law, may
continue. However, the reference to "any othef laay provide confusion. The author may
wish to amend the bill to strike the referenceany'other law".
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AMENDMENTS:
On page 3, line 5, after Code, strike "or any other’
REGISTERED SUPPORT:

Esquire Deposition Services, LLC
Magna Legal Services

U.S. Legal Support, Inc.

Veritext Corp.

REGISTERED OPPOSITION:

California Court Reporters Association (03/20/17si@n)
Deposition Reporters Association of California,.Inc

AnalysisPrepared by: Elissa Silva/B. & P./916-319-3301



