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Pursuant to sections 451 and 452 of the Evidence Code, Intervernor The Foundation for
Taxpayer and Consumer Rights (“FTCR”) hereby requests judicial notice of the following documents,
true and correct copies of which are attached as exhibits 1-7 hereto, in support of its Opposition to
Petition for Writ of Mandate:

1. Final Text of Regulation in RF06092874, dated November 8, 2006;!

2. Sections 2651.1, 2661.1, 2661.3, 2662.1, 2662.2, 2662.3, and 2662.5 of Title 10 of the
California Code of Regulations, as amended effective January 28, 2007;

3. Final Statement of Reasons, RH06092874, Nov. 14, 2006, adopting Initial Statement of
Reasons, Sept. 22, 2006;

4, Summary and Response to Public Comments, RH06092874, Sept. 22, 2006;

5. Example of CDI, Rate Regulation Branch, “Approval of Application”;

6a. Stipulation and Request for Order, File No. PA04039736, July 28, 2005 and Order

Adopting Proposed Stipulation, PA04039736, Sept. 17, 2005;

6b. Decision, PA05045074, Aug. 9, 2005;

6¢. Decision, File No. PA04039720, Dec. 17, 2004;

6d. Decision, File No. PA04037956, July 22, 2004; and

7. Advisory Notice, Cal. Ins. Comm’r, Feb. 18, 2005.

Each of these documents is judicially noticeable under sections 451 and/or 452 of the Evidence
Code and are relevant to support FTCR’s arguments that the Commissioner’s amendments to the
procedural regulations governing consumer participation and compensation in administrative rate

proceedings (the “Intervenor Regulations™) are consistent with the Insurance Code.

! Note that section 2653.6 was withdrawn.
I
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MEMORANDUM OF POINTS AND AUTHORITIES

Pursuant to Evidence Code sections 451 and 452, FTCR requests that this Court take judicial

notice of the attached documents, as set forth below.

Evidence Code section 451 states, in pertinent part, “judicial notice shall be taken of the

following: (a) [t]he decisional, constitutional, and public statutory law of this state.”

In addition, Evidence Code section 452 states, in pertinent part:

Judicial notice may be taken of the following matters to the extent that they are not
embraced within Section 451:

(¢) Official acts of the legislative, executive, and judicial departments of the United
States and of any state of the United States.

Exhibits 1, 3, 4, 5, 6, and 7 constitute “official acts” of the Insurance Commissioner and the

California Department of Insurance (“CDI”) (see Evid. Code § 452(c)):

Exhibit 1, the Final Text of Regulation in RH06092874, dated November 8, 2006, is the
Regulation at issue in this proceeding;

Exhibit 3 is the Final Statement of Reasons adopting the Initial Statement of Reasons issued by
the Commissioner in RH06092874 setting forth the purpose and necessity of the regulations at
issue in this proceeding; |

Exhibit 4 is the Summary of and Response to Public Comments issued by the Commissioner in
the rulemaking proceeding that led to the subject regulations;

Exhibit 5 is an “Approval of Application” issued by the CDI’s Rate Regulation Bureau
approving a rate application;

Exhibit 6a-d is comprised of an Order by the Commissioner approving a stipulation of the
parties in a rate proceeding, and Decisions of the Commissioner denying petitions for hearing,
but nevertheless granting FTCR intervenor status and finding that FTCR made a substantial
contribution to the Commissioner’s final determination. Petitioners argue, in part, that such
decisions do not constitute a “decision” in the context of Insurance Code section 1861.10(b);
and

2
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Exhibt 7 is an Advisory Notice issued by the Commissioner on February 18, 2005 to all
property casualty msurers subject to Proposition 103 and other interested persons discussing
how the CDI will handle rate proceedings to include initial discussions amongst the rate

applicant, the CDI and any person who has petitioned for a hearing.

Judicial notice of the above-described Insurance Commissioner and CDI documents is proper
under Evidence Code section 452(c). (See also Nipper v. California Auto. Assigned Risk Plan (1977)
19 Cal.3d 35, 44-45 [court took judicial notice of Insurance Commissioner’s “decision which

summarized the results of hearings held by his office” and derived from those summaries findings of

fact about the Commissioner’s assumptions and intentions].)

Exhibit 2 comprises the amended Intervenor Regulations, which are judicially noticeable
pursuant to Evidence Code § 452(b), providing that a court may take judicial notice of “[r]egulations
and legislative enactments issued by ... any public entity in the United States.” (Evid. Code § 452(b);
see also /n-Home Supportive Services v. Workers’ Comp. Appeals Bd. (1984) 152 Cal.App.3d 720, 725

[taking judicial notice of state’s regulations governing THSS pursuant to Evid. Code § 451(a)].)

As each of the documents is judicially noticeable and relevant to the instant proceeding, FTCR
respectfully requests that this Court take judicial notice of the attached documents in support of its

Opposition to Petition for Writ of Mandate.

Dated: December 7, 2007 Respectfully Submitted

The Foundation for Taxpayer and Consumer Rights
Harvey Rosenfield ‘

Pamela Pressley

Todd Foreman

“Pamela Pressley
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EXHIBIT 1




STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE
300 Capitol Mall, 17" Floor .
Sacramento, California 95814

RH06092874 September 22, 2006
TEXT OF REGULATON

Title 10. Investment
Chapter 5. Insurance Commissioner

§ 2651.1. Definitions
The following definitions shall apply to Subchapter 4.9.

(a) "Administrative Hearing Bureau" means that office within the office of the
Commissioner at 45 Fremont Street, 22nd Floor, San Francisco, CA 94105 and, except
where otherwise specified in this subchapter, designated for receipt of all pleadings filed
pursuant to this subchapter.

© (b) "Applicant" means the insurer presenting, on the form prescribed by the
Commissioner and specified in section 2648.4, an application to

_ .change any rate pursuant to California Insurance Code section 1861.05(b).

{c) "Application" means the form prescribed by the Commissioner and specified in
section 2648.4, together with all supporting information included with that form, which
every insurer seeking to change any rate pursuant to California Insurance Code section

1861.05(b) must provide.

{d) "Day", unless otherwise specified in these regulations, means a calendar day.
"Business days"” include all days except Saturdays, Sundays, and any holiday set forth in
California Government Code section 6700.

The time within which any pleading may be filed or served shall exclude the first day and
include the last day; however, when the last day falls on a; Saturday, Sunday or holiday
the time computation shall exclude that day and include the next business day.

(e) "Filing” means the act of delivery of a paper pleading to the Administrative Hearing
Bureau. An original and four copies of each pleading shall be filed with the
Administrative Hearing Bureau. A specific pleading may be filed by facsimile or
electronic transmission only when authorized by the administrative law judge.



(5 "Party" means the insurer whose rates are the subject of the proceeding, any person
whose petition to intervene in the proceeding has been granted pursuant to section
2661.3(g), and the Department.

(g) "Pleading" means any petition, notice of hearing, notice of defense, answer, motion,
request, response, brief, or other formal document filed with the Administrative Hearing
Bureau pursuant to this subchapter. The original of each pleading shall be signed by each
party or the party's attorney or representative.

{(h) "Proceeding” means any action conducted pursuant to Article 10 of Chapter 9 of Part
2 of Division 1 of the California Insurance Code, entitled "Reduction and Control of
Insurance Rates,:" including a rate proceeding established upon the submission of a
petition for hearing pursuant to California Insurance Code section 1861.05 and section

2653.1 of this subchapter.

(i) "Service" means to provide a copy of a pleading to every other party in the proceeding
in conformity with California Code of Civil Procedure sections 1011 and 1013. When a
party files a pleading, the party shall concurrently serve that pleading on all other parties

in the proceeding.

All filed pleadings shall be accompanied by an original declaration of service in
conformity with Califomia Code of Civil Procedure sections 1011 and 1013. Al served
pleadings shall be accompanied by a copy of the declaration of service. An empioyee ofa
party may sign a declaration of service.

A specific pleading may be served by facsimile or electronic transmission when
authorized by the receiving party.

A sample declaration of service form can be found in section 2623.9.

(3) "Settlement" means an agreement among some or all of the parties to a proceeding on
a mutually acceptable outcome to the proceeding.

(k) "Stipulation” means an agreement among some or all of the parties to a proceeding on
the resolution of any issue of fact or the applicability of any provision of law material to

the proceeding.

(1) "Submit” means the act of delivery of a pleading to the Rate Enforcement Bureau.

AUTHORITY:

Note: Authonty cited: Sections 1861.05 and 1861.055, Insurance Code, CalFarm

" Insurance Company, et al. v. George Deukimejian, et al., 48 Cal.3d 805, 824 (1989), 20th
Century Insurance Company v. John Garamendi, 8 Cal.4th 216, 281, 32 Cal Rptr.2d 807,
847 (1994). Reference: Sections 1861.05(c), 1861.055 and 1861.08, Insurance Code,
CalFarm Insurance Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805 (1989),



20th Century Insurance Company v. John Garamendi, 8 Cal.4th 216, 281, 32 Cal.Rptr.2d
807, 847 (1994).

§ 2653.6. Withdrawal of Application

(a) After a petition for hearing has been submitted or after a hearing has been noticed, an
insurer may not withdraw jfs rate or class plan application without the Commissioner's

approval.

(b) An msurer desiring to withdraw an application shall submit a request to withdraw its
rate or class plan application. When a request to withdraw is submitted, the insurer shall
serve a copy on each petitioner named in the petition.

(c) A petition for a hearing may, within five (5) days of submission of the reguest to
withdraw, submit a response to a request to withdraw.

(d) If the Commissioner determines that a withdrawal of the insurer's application is
justified, the Commissioner shall issue an order of withdrawal.

AUTHORITY:

Note: Authority cited; Sections 1861.05, 1861.055, and 1861.10, Insurance Code,
CalFarm Insurance Company, et al. v. George Deukmejian. et al., 48 Cal.3d 805, 824
(1989), 20th Century Insurance Company v. John Garamendi. 8 Cal 4th 216, 281,32 -
Cal.Rptr.2d 807, 847 (1994). Reference: Sections 1861.05(a), 1861.055 and 1861.10(a)
and (b), Insurance Code, CalFarm Insurance Company, et al. v. CGeorge Deukmeiian, et
al., 48 Cal 3d 805 (1989), 20th Century Insurance Company v. John Graramend:, 8
Cal4th 216, 281, 32 Cal.Rptr.2d 807, 847 (1994).

§ 2661.1. Definitions
The following definitions shall apply to Articles 13 and 14 of this subchapter.

(a) "Advocacy Fees" means costs, incurred or billed, by a party for the services of an
advocate in the proceeding. An advocate need not be an attorney. Advocacy fees shall not
exceed market rates as defined in this section.

(b) "Compensation” means payment for all or part of advocacy fees, witness fees, and
other expenses of participation and intervention in any rate hearing or proceeding other
than a rate hearing.

(c) "Market Rate" means, with respect to advocacy and witness fees, the prevailing rate
for comparable services in the private sector in the Los Angeles and San Francisco Bay
Areas at the time of the Commissioner’s decision awarding compensation for attorney
advocates, non-attorney advocates, or experts with similar experience, skill and ability.
Billing rates shall not exceed the market rate.



(d) "Other Expenses" means reasonable, actual out-of-pocket costs of an intervenor or
petitioner. Out-of-pocket costs inchude but are not limited to expenses such as travel
costs, transcript charges, postage charges, ovemight delivery charges, telephone charges
and copying expenses. Qut-of-pocket costs also includes the costs incurred in preparing a
request or amended request for award, defined in sections 2662.3 and 2662.4. The
intervenor or petitioner has the burden of substantiating any costs incurred, mchuding
providing supporting documentation as requested by the Public Advisor.

() "Proceeding” includes those proceedings set forth in Insurance Code Section
1861.10(a).

(f) "Proceeding Other Than a Rate HeasingProceeding" means any proceeding, including
those described in subdivision (e) above, conducted pursuant to Chapter 9 of Part 2 of

Division 1 of the Insurance Code which is not a rate hearngproceeding as defined in this
section.

(g) "Public Advisor" means that official of the Department of Insurance who monitors
and assists participation by members of the public in the Department of Insurance's
proceedings. The Public Advisor shall not represent any member of the public and shall
not advocate any substantive position on behalf of the public on any issues before the

Commissioner.

(h) "Rate HearingProceeding” means any proceeding conducted pursuant to Insurance.
Code Sections 1861.01 and 1861.05. For purposes of section 1861.05, a "rate
proceeding” is established upon the submission of a petition for hearing in accordance
with section 2653.1 of this subchapter, or if no petition for hearing is filed. upon notice of

~ hearing, '

(1) "Rate Hearing" means a hearing noticed by the Commissioner on his own motion or in
response to a petition for hearing pursuant to Insurance Code section 1861.05. which is
conducted pursuant to the applicable procedural requirements of Insurance Code section
1861.08, and subchapters 4.8 and 4.9 of this chapter.

(i) "Represents the Interests of Consumers" means that the intervenor represents the
interests of individual insurance consumer{s), or the intervenor is a group organized for
the purpose of consumer protection as demonstrated by, but is not limited to, a history of
representing consumers in administrative, legislative or judicial proceedings.

A party which represents, in whole or in part, any entity regulated by the Commissioner
shall not be eligible for compensation. However, nothing in this subsection shall be
construed to prohibit any person from intervening or participating if that person is not
seeking compensation.

(k) "Substantial Contribution" means that the intervenor substantially contributed, as a
- whole, to a decision, order, regulation, or other action of the Commissioner by presenting



relevant issues, evidence, or arguments which were separate and distinct from those
emphasized by the Department of Insurance sta{f or any other party, such that the
intervenor's participation resulted in more relevant, credible, and non-frivolous
information being available for the Commissioner to make his or her decision than would
have been available to a Commissioner had the intervenor not participated. A substantial
contribution may be demonstrated without regard to whether a petition for hearing is

granted or denied.

- (k) "Witness Fees" means recorded or billed costs for a witness, together with associated
expenses. Costs and expenses for a witness shall not exceed market rate as defined in this

section.

AUTHORITY:

Note: Authority cited: Section 1861.10, Insurance Code; and CalFarm Insurance
Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805, 824 (1989), 20th Century
Insurance Company v. John Garamendi, 8 Cal.4th 216, 281, 32 Cal. Rptr. 2d 807, 847
(1994). Reference: Sections 1861.10(a) and 1861.10(b), Insurance Code; and CalFarm
Insurance Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805 (1989), 20th
Century Insurance Company et al. v. John Garamendi 8 Cal. 4th 216, 32 Cal. Rptr. 2d

807 (1994).

§ 2661.3. Procedure for Intervention in a Rate Hearing or Class Plan Proceeding

(a) A person desiring to intervene and become a party to a rate hearingor class plan
proceeding shall file a petition to intervene which shall be drafted in compliance with
sections 2652.1-2652.4 of this subchapter. A person who petitions for a hearine may
combine a petition to intervene with a petition for hearing in one pleading.

(b) The Petition shall cite the law authorizing the proposed intervention and shall contain
the petitioner’s interest in the proceeding, the specific issues to be raised and the positions
to be taken on each issue to the extent then known, and the name, address, and telephone
number of the petitioner. The verified petition shall include a statement that the
intervenor or advocate will be able to attend and participate in the proceeding without
delaying the proceeding or any other proceedings before the Commissioner.

(c) The Petition shall also state whether the petitioner intends to seek compensation in the
proceeding, and, if so, contain an itemized estimated budget for the participation in the
proceeding, which shali set forth the following:

(1) separate listings of the rates for each attorney advocate or non-attorney advocate,
including:

(A) the names of each attorney advocate or non-attorney advocate,

(B) the rates to be claimed for each attorney advocate or non-attorney advocate,



(C) a description of the work to be performed by each attorney advocate or non-attorney
advocate, an estimate of the time to be spent to perform that work and the rates, fees and
costs associated with that work: and,

(2) separate listings of the rates for each witness, including:
(A) the names of each witness and their areas of expertise,
(B) the rates to be claimed for each witness,

(C) a description of the work to be performed by each witness, an estimate of the time to
be spent to perform that work and the rates, fees and costs associated with that work;

Rates contained in the estimated budget shall not exceed market rates. Submission of the
budget shall not guarantee the payment of the dollar amounts set forth in the budget. The
lack of objection to any item in the budget shall not imply approval of the budget.

(d) An amended budget shall be submitted as soon as possible when the intervenor leams
that the total estimated budget amount increases by $ 10,000 or more.

(e) A Petition to Intervene shall-be in a rate or class plan proceeding may be submitted to -
the Rate Enforcement Bureau concurrently with a petition for hearing submitted pursuant
to section 2633.1 of this subchapter or filed with the Administrative Hearing Bureau after
a heaning is granted, and shall be considered an "additional pleading” within the meaning
of Government Code Section 11507.6. A copy of the Petition to Intervene shall be served
on the Public Advisor and all of the parties to the proceeding. A Petition to Participate
shall be submitted to the contact person for the proceeding, and served on the Public
Advisor.

(f) Within tenfive (105) days afler filing of the Petition to Intervene, any other party may
file a response to the Petition to Intervene. Any party claiming that the petitioner does not
represent the interests of consumers shall so state in the response, which shall include any
supporting documentation. The petitioner may reply to any allegation in the response and
may reply to the allegation that it does not represent the interests of consumers within
eightthree (83) days of filing of the response.

{g) If a person who petitions for a hearing meets the requirements of this section,

represents the interests of consumers and is otherwise eligible to seek compensation in

proceedings before the Department pursuant to Insurance Code section 1861.10(b) and

section 2662.2 of this subchapter, that person's Petition to Intervene shall be eranted

within fifteen (15) days of its submission. If a petition for a hearing is granted, Tthe

administrative Jaw judge shall rule on the any Petition to Intervene subsequently filed by
any person within 20 days of its filing with the Administrative Hearing Bureau.




(h) No person whose petition has been granted shall be permitted to reopen matters
decided before the petition is granted without a showing of good cause.

AUTHORITY:

Note: Authority cited: Section 1861.10, Insurance Code; and CalFarm Insurance
Company, ¢t al. v. George Deukmejian, et al., 48 Cal.3d 805, 824 (1989), 20th Century
Insurance Company v. John Garamendi, 8 Cal.4th 216, 281, 32 Cal. Rptr. 2d 807, 847
(1994). Reference: Sections 1861.10(a) and 1861.10(b), Insurance Code; and CalFarm
Insurance Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805 (1989), 20th
Century Insurance Company et al. v. John Garamendi 8 Cal. 4th 216, 32 Cal. Rptr. 2d
807 (1994). ‘

§ 2662.1. Purpose

The purpose of this Article is to establish procedures for awarding advocacy fees,
witness fees and other expenses to petitioners, intervenors and participants in
proceedings, including proceedings other than rate hearingsproceedings, before the
Insurance Commissioner in accordance with Section 1861.10(b) of the Insurance Code.
The definitions set forth in section 2666.1 apply to Article 14 of this subchapter.

AUTHORITY:

Note: Authority cited: Section 1861.10, Insurance Code; and CalFarm Insurance
Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805, 824 (1989), 20th Century
Insurance Company v. John Garamendi, 8 Cal.4th 216, 281, 32 Cal. Rptr. 2d 807, 847
(1994). Reference: Sections 1861.10(a) and 1861.10(b), Insurance Code; and CalFarm
- Insurance Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805 {1989), 20th
Century Insurance Company et al. v. John Garamendi 8 Cal. 4th 216, 32 Cal. Rptr. 2d
807 (1994).

§ 2662.3. Request for Award

(a) An petitioner, intervenor or participant whose Petition to Intervene or Participate
has been granted and who has been found eligible to seek compensation may submit to
the Public Advisor, within 30 days after the service of the order, decision, regulation or
other action of the Commissioner in the proceeding for which intervention was sought, or
at the requesting petitioner's, intervenor's or participant's option, within 30 days after the
conclusion of the entire proceeding, a request for an award of compensation. An _
petitioner, intervenor or participant requesting that any award ordered be made payable to
a specific person or entity, other than the petitioner, intervenor or participant, that
represented or advocated on behalf of the intervenor or participant during the proceeding
shall include verified authorization to that effect in the request.

{b) The request shall be verified and shall be in compliance with sections 2652.1-2652.4
of this subchapter and shall include, at a minimum:



(1) a detailed description of services and expenditures;

(2) legible time and/or billing records, created as soon as possible after the work was
performed, which show the date and the exact amount of time spent on each specific task;

and

(3) a description of the petitioner's, intervenor's or participant's substantial contribution
citing to the record, including, but not limited to, documents such as: declarations by
advocates and/or witnesses, written or oral comments of the petitioner or intervenor or its
witnesses regarding a rate application provided to the Department, comrespondence with
the parties, stipulations or settlement agreements regarding the outcome or material issues
in the proceeding, and decision or order by the Department or Commissioner concerning
a petition for hearing or rate or class plan application issued without a formal hearing,
transcripts, proposed decisions of the Administrative Law Judge and orders
demonstrating that a substantial contribution was made for the purpose of complying with
section 2661.1(j). Notwithstanding section 2656.4, any confidential correspondence,
documents, or declarations referencing confidential information, including but not limited
. to confidential settlement communications, may be submitted to the Public Advisor with
a request for an award of compensation. Any such confidential material submitted to the
Public Advisor will retain its confidential status. Nothing in this subsection shall require

disclosure of privileged information.

The phrase "exact amount of time spent” as used in this subdivision refers either to five
(5) minute or tenth (10th) of an hour increments.

(c) While parties may stipulate to a person's status as an intervenor who is eligible to seck
compensation, nothing herein is intended to allow parties to enter into a stipulation
regarding whether a person has made a substantial contribution for the purpose of
complying with section 2661 of this subchapter.

(ed) The phrase "each specific task," as used in this subdivision refers to activities
including, but is not limited to: (A) telephone calls or meetings/conferences, identifying
the parties participating in the telephone call, meeting or conference and the subject
matter discussed; (B) legal pleadings or research, identifying the pleading or research and
the subject matter; (C) letters, correspondence or memoranda, identifying the parties and
the subject matter; and, (D) attendance at hearings, specifying when the heanng occurred,
the subject matter of the hearing and the names of witnesses who appeared at the hearing,

ifany. - :

(dg) Within 15 days afier service of the request, any other party may submit a response to
the request. The response shall be submitted to the Public Advisor and a copy shall also
be provided to all parties to the proceeding. The intervenor or participant may reply to
any such response within 15 days after service of the response. The reply shall be



submitted to the Public Advisor and a copy shall also be provided to all parties to the
proceeding.

(ef) The Public Advisor shall require an audit and/or may inspect the books and records
of the intervenor or participant to the extent necessary to verify the basis for the award.
The Public Advisor shall maintain the confidentiality of the intervenor's books and
records to the extent allowed by law.

{(fg) Any party questioning the market rate or reasonableness of any amount set forth in
the request shall, at the time of questioning the market rate or reasonableness of that
amount, provide a statement setting forth the fees, rates, and costs it expects to expend in
the proceeding.

-

AUTHORITY:

Note: Authority cited: Section 1861.10, Insurance Code; and CalFarm Insurance
Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805, 824 (1989), 20th Century
Insurance Company v. John Garamendi, 8 Cal.4th 216, 281, 32 Cal. Rptr. 2d 807, 847
(1994). Reference: Sections 1861.10(a) and 1861.10(b), Insurance Code; and CalFarm
Insurance Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805 (1989), 20th
Century Insurance Company et al. v. John Garamendi 8 Cal. 4th 216, 32 Cal. Rptr. 2d

807 (1994). _
§ 2662.5. Requirements for Awards

(a) Subject to subdivision (b) herein, advocacy fees, witness fees, and other expenses of
participation in a proceeding shall be awarded to any petitioner, intervenor or participant
who complies with section 2662.3 and satisfies both of the following requirements:

(1) The petitioner, intervenor or participant’s presentation makes a substantial
contribution as evidenced by specific citations to the petitioner's, intervenor's or
participant’s direct testimony, cross-examination, legal arguments, briefs, motions,
discovery, declarations by advocates and/or witnesses, written or oral comments of the
intervenor or its witnesses regarding a rate application provided to the Department,
correspondence with the parties, stipulations or settlement agreements. and decision or
order by the Department or the Commissioner on a petition for hearing or rate or class
plan application issued without a formal hearing, or any other appropriate evidence; and,

(2) The petitioner, intervenor or participant represents the interests of consumers.

(b) To the extent the substantial contribution claimed by an petitioner, intervenor or
participant duplicates the substantial contribution of another party to the proceeding and
was not authorized in the ruling on the Petition to Intervene or Participate, the
petitioner's, intervenor's or participant's compensation may be reduced. Participation by
the Department of Insurance staff does not preclude an award of compensation, so long



as the petitioner's, intervenor's, or participant's substantial contribution to the proceeding
does not merely duplicate the participation by the Department of Insurance's staff. In
assessing whether there was duplication, the Commissioner will consider whether or not
the petitioner, intervenor or participant presented relevant issues, evidence, or arguments
which were separate and distinct from those presented by any party or the Department of
Insurance staff. '

AUTHORITY:

Note: Authority cited: Section 1861.10, Insurance Code; and CalFarm Insurance
Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805, 824 (1989), 20th Century
Insurance Company v. John Garamendi, 8 Cal.4th 216, 281, 32 Cal. Rptr. 2d 807, 847
{1994). Reference: Sections 1861.10(a) and 1861.10(b), Insurance Code; and CalFarm
Insurance Company, et al. v. George Deukmejian, et al., 48 Cal.3d 805 (1989), 20th
Century Insurance Company et al. v. John Garamendi 8 Cal. 4th 216, 32 Cal. Rptr. 2d

- 807 (1994).
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10 CA ADC § 2651.1
I0CCR 526511
Cal. Admin. Code tit. 10, s 2651.1

C
BARCLAYS OFFICIAL CALIFORNIA CODE OF
REGULATIONS
TITLE 10. INVESTMENT
CHAPTER 5. INSURANCE COMMISSIONER
SUBCHAPTER 4.9 RULES OF PRACTICE AND
PROCEDURE FOR RATE PROCEEDINGS
ARTICLE 3, DEFINITIONS
This database is current through 01/19/07, Register
2007, No. 3 '

$2651.1. Definitions.
The following definitions shall apply to Subchapter 4.9,

(#) "Administrative Hearing Burean” means that office
within the office of the Commissioner at 45 Fremont
Street, 22nd Floor, San Francisco, CA 94105 and, except
where otherwise specified in this subchapter, designated
for receipt of all pleadings filed pursvant to this
subchapter.

{b) "Applicant" means the insurer presenting, on the form
prescribed by the Commissioner and specified in section
2648.4, an application to

change any rate pursuant to California Insurance Code

section 1861.05(k).

(¢) "Application” means the form prescribed by the Com-
missioner and specified in section 2648.4, together with
all supporting information incladed with that form, which
every insurer seeking to change any rate pursuant to Cali-

fornia Insurance Code section 1861.05(h) must provide.

(d) "Day", uniess otherwise specified in these regulations,
means a calendar day. "Business days” include all days
except Saturdays, Sundays, and any holiday set forth in

Californja Government Code section 6700.

The time within which any pleading may be filed or
served shall exclude the fisst day and include the last day;
however, when the last day falls on a Saturday, Sunday or
holiday the time computation shall exclude that day and
inchude the next business day.

(e) "Filing" means the act of delivery of a paper pleading
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to the Administrative Hearing Bureau. An original and
four copies of each pleading shall be filed with the Ad-
ministrative Hearing Bureau. A specific pleading may be
fited by facsimile or electronic transmission only when
authorized by the administrative law judge.

(f) "Party” means the insurer whose tates are the subject
of the proceeding, any person whose petition to intervene
in the proceeding has been granted pursuant to section
2661.3(g), and the Department,

(g) "Pleading” means any petition, notice of hearing, no-
tice of defense, answer, motion, request, response, brief,
or other formal document filed with the Administrative
Hearing Bureau pursuant to this subchapter. The originat
of each pleading shall be signed by each party or the
party's aitorney or representative,

(h) "Proceeding” means any action conducted pursuant io
Agticle 10 of Chapter 9 of Part 2 of Division 1 of the Cali-
fornia Insurance Code, entitled "Reduction and Control of
Insurance Rates," including a rate proceeding established
upon the submission of a petition for hearing pursnant 1o

California Insurance Code section 1861.05 and section
2653.1 of this subchapter.

(i) "Service” means to provide a copy of a pleading to
every other party in the proceeding in conformity with
California Code of Civil Procedure sections 101) and
1013. When a party files a pleading, the party shall con-
currently serve that pleading on all other parties in the
proceeding.

Al filed pleadings shall be accompanied by an original
declaration of service in conformity with California Code
of Ciyil Procedure sectipps 1011 and 1013. All served
pleadings shall be accompanied by a copy of the declara-
tion of service. An employee of a fJarty may sign a declar-
ation of service,

A specific pleading may be served by facsimile or
electronic transmission when authorized by the re-
cetving party.

A sample declaration of service form can be found in
section 2623.9.
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(1} "Settlement” means an agreement among some or all
of the parties to a proceeding on a mutnally acceptable
outcome to the proceeding,

(k) "Stipulation” means an agresment among some or all
of the parties to a proceeding on the resolution of any is-
sue of fact or the applicability of any provision of law ma-
terial to the proceeding.

(1) "Submmnijt” means the act of delivery of a pleading to the
Rate Enforcement Bureau.,

)

<General Materials (GM) - References, Annotations, or
Tables>

Note: Authority cited: Sections 1861,05 and 1861.053.
Insvrance Code, CalFarm Insurance Company, et al. v,

George Deukmeiian, et al., 48 Cal.3d 805, 824 (1989),
20th Insprance Com v. John Garag

Cal.4th 216, 281, 32 Cal Rptr, 2d 807, 847 (1994). Refer-
ence: Sections 1861.05(¢), 1861.055 and 1861.08. Insur-
ance Code, Calllarm Insurance Company. et al. v. George
Deukmejian, et al., 48 Cal.3d 805 {1989), 20th Century
Insyrance Company v. John Garamendi, 8 Caldth 216,

281, 32 Cal Rptr,2d 807, 847 (1994),

© 2007 Thomson/West. No Claim to Orig. U.8. Govt. Works,
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HISTORY

1. New article 3 and section filed 8~18-9% as an emergency; operative 8-18-95
(Register 95, No. 33). A Certificate of Compliance must be transmitted to
OAL by 12-16~95 or emergency language will be repealed by operation of law on
the following day.

2. Editorial correction of second paragraph of subsection (d) (Ragister 26,
No. 5).

3. Certificate of Compliance as to 8-18-35 order rransmitted to OAL 12-18-95
and filed 2-1-96 (Register 96, No. 5)

4. Amendment of subsections (a}, {e), (g) aand (i) filed 10-16-2002; operative
11-15-2002 (Register 2002, No. 42).

5. hmendment of subsection {h) filed 12-29-2006; operative 1-28-2007 {Register
2006, No. 52).
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C
BARCLAYS OFFICIAL CALIFORNIA CODE OF
REGULATIONS
TITLE 10. INVESTMENT
CHAPTER 5, INSURANCE COMMISSIONER
SUBCHAPTER 4.9 RULES OF PRACTICE AND
PROCEDURE FOR RATE PROCEEDINGS
ARTICLE 13. INTERVENTION
This database is current through 01/19/07, Register
2007, No. 3

5 2601.1. Definitions.

The following definitions shall apply to Aricles 13 and
i4 of this subchapter.

(a) "Advocacy Fees” means costs, incurred or billed, by a
party for the services of an advocate in the proceeding.
An advocate need not be an attorney. Advocacy fees shall
not exceed market rates as defined in this section.

(b} "Compensation” means payment for all or part of ad-
vocacy fees, witness fees, and other expenses of participa-
tion and intervention in any rate hearing or proceeding
other than a rate hearing.

(c) "Market Rate" means, with respect to advocacy and
witness fees, the prevailing rate for comparable services
in the private sector in the Los Angeles and San Francisco
Bay Areas at the time of the Commissioner's decision
awarding compensation for attomney advocates, non-
attorney advocates, or experts with similar experience,
skill and ability. Billing rates shall not exceed the market
rate.

(d) "Other Expenses" means reasonable, actual out-
of-pocket costs of an intervenor or petitioner, Out-
of-pocket costs inclade but are not limited 10 expenses
such as travel costs, transcript charges, postage charges,
overnight delivery charges, telephone charges and copy-
ing expenses. Out-of-pocket costs also includes the costs
incurred in preparing a request or amended request for
award, defined in sections 2662.3 and 2662.4. The inter-
venor or petitioner has the burden of substantiating any
costs incurred, including providing supporting document-
ation as requested by the Public Advisor,

Page 1

{e) "Proceeding” includes those proceedings set forth in

Insurance. Code Section 1861,10(z).

{f) "Proceeding Other Than a Rate Proceeding" means
any proceeding, including those described in subdivision
(&) above, conducted purswant to Chapter 9 of Part 2 of
Division 1 of the Insurance Code which is not a rate pro-
ceeding as defined in this section.

(g) "Public Advisor" means that official of the Depart-
ment of Insurance who monitors and assists participation
by members of the public in the Department of Insur-
ance's proceedings. The Public Advisor shall not represent
any member of the public and shall not advocate any sub-
stantive position on behalf of the public on any issues be-
fore the Commissioner.

(h) "Rate Proceeding” means any proceeding conducted
pursuant to Insurance Code Sections 1861.0F and
1861.05. For purposes of section 1861.05, a "rate pro-
ceeding” is established upon the submission of a petition
for hearing in accordance with section 2633.1 of this
subchapter, or if no petition for hearing is filed, upoh no-
tice of hearing.

() "Rate Hearing" means a hearing noticed by the Com-
missioner on his own motion or in response 16 a petition
for hearing pursuant to {nsurance e section 1861

which is conducted pursuant to the applicable procedural

requirements of Insyrance Code section 1861.08, and
subchapters 4.8. and 4.5 of this chapter.

() "Represents the Interests of Consumers" means that the
intervenor represents the interests of individual insurance
consumeris], or the intervenor is a group organized for the
purpose of consumer protection as demonstrated by, but is
not limited to, a history of representing consumers in ad-
ministrative, legislative or judicial proceedings.

A party which represents, in whole or in part, any en-
tity regulated by the Comumnissioner shall not be eli-
gible for compensation. However, nothing in this
subsection shall be construed to prohibit any person
from intervening or participating if that person is not
seeking compensation,

(k) "Substantial Contribution” means that the intervenor

© 2007 Thomson/West. No Claim to Orig. U.S. Govt, Works.
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substantiaily contributed, as a whole, to a decision, order,
regulation, or other action of the Commissioner by
presenting relevant issues, evidence, or arguments which
were separate and distinct from those emphasized by the
Department of Insurance staff or any other party, such
that the intervenor's participation resulted in more relev-
ant, credible, and non-frivolous information being avail-
able for the Commissioner to make his or her decision
than would have been available 10 a Commissioner had
the intervenor not participated. A substantial contribution
may be demonstrated without regard to whether a petition
for hearing is granted or denied.

(1) "Witness Fees" means recorded or billed costs for a
witness, together with associated expenses. Costs and ex-
penses for a witness shall not exceed market rate as
defined in this section.

<General Materials (GM) - References, Annotations, or
Tables>

Note: Authority cited: Section  1861.10. Insurance
Code; and CatFarm Insurance Company, et al. v. George
Deukmeiian, ot al.. 48 Cal,3d 805, 824 (1989), 20th Cen-
tury Inswrance Company v. John Garamendi® Caldth

216, 281, 32 Cal. Rptr. 2d 807, 847 (1994). Reference:
Sections 1861.10(a) and 1861.10(b), Insurance Code: and

1 Insurance t al.v. George Deunkmeii-
an, gt al.. 48 Cal.3d 805 (1989%, 20th Century Insurance
Company et al. v. John Garamendi8 Cal. 4th 216,32 Cal.
Rptr. 2d 807 (1994).

© 2007 Thomson/West. No Claim to Orig. U.S. Govt, Works.
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HISTORY

1. Renumbering and amendment of former section 2616.1 to new section 2661.1
filed 8-18-95 as an emergency; operative 8-18-95 (Register 95, No. 33}, A
Certificate of Compliance must be transmitted to OAL by 12-16-95 or emergency
language will be repealed by operation of law on the following day.

2. Renumbering and amendment of former section 2616.1 to new gection 2661.1
refiled 12-19%-95 as an emergency; operative 12-19-95 (Register 95, No. 5%},

A Certificate of Compliance must be transmitted to OAL by 4-17-96 or emergency
language will be repealed by operation of law on the following day.

3. Certificate of Compliance as to 12-19-95 order transmitted to OAL April 17,
1996; disapproved by OAL and order of repeal as to 12-19-95 order filed 5-30-
96 (Register 96, No. 22).

4. Renumbering and amendment of former section 2616.1 to new section 2661.1
filed 5-30-96 as an emergency; operative 5-30-96 {Register 96, No. 22)}. A
Certificate of Compliance must be transmitted toc OAL by 9-27-96 or emergency
language will be repealed by operation of law on the following day.

5. Certificate of Compliance as to 5-30-96 order, including amendments to
subsections {c), (d), (e) and {i}, transmitted to OAL 9-26-96 and filed 11-5-
96 (Register 96, No. 45).

&. Amendment of subsections (@), (£) and (h), new subsection (i), subsection
relettering and amendment of newly designated subsection (k) filed 12-258-2006;
cperative 1-28-2007 (Register 2006, No. 52}.
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L
BARCLAYS OFFICIAL CALIFORNIA CODE OF
REGULATIONS
TITLE 10. INVESTMENT
CHAPTER 5. INSURANCE COMMISSIONER
SUBCHAPTER 4.9 RULES OF PRACTICE AND
PROCEDURE FOR RATE PROCEEDINGS
ARTICLE 13. INTERVENTION
This database is current through 01/19/07, Register
2007, No. 3

s 2661.3. Procedure for Intervention in a Rate or Class
Plan Proceeding.

{2} A person desiring to intervene and become a party to a
rate class plan proceeding shall file a petition to intervene
which shall be drafted in compliance with sections

2652.1-2652.4 of this subchapter, A person who petitions '

for a hearing may combine a petition to intervenc with a
petition for hearing in one pleading.

(b) The Petition shall cite the law authorizing the pro-
posed intervention and shall contain the petitioner's in-
terest in the proceeding, the specific issues to be raised
and the positions (o be taken on each issue to the extent
then known, and the name, address, and telephone num-
ber of the petitioner, The verified petition shall include a
statement that the intervenor or advocate will be able to
attend and participate in the proceeding without delaying
the proceeding or any other proceedings before the Com-
missioner.

{c) The Petition shall also state whether the pefitioner in-
tends to seek compensation in the proceeding, and, if so,
contain an itemized estimated budget for the participation
in the proceeding, which shall set forth the following:

(1) separate listings of the rates for each attorney ad-
vocate of non-attorney advocate, including:

(A) the names of each attorney advocate or non-
attorney advocate,

(B) the rates to be claimed for each attorney ad-
vocate or non-attorney advocate,

(C) a description of the work to be performed by

Page 1

each attomey advocate or non-attorney advocate,
an estimate of the time to be spent to perform
that work and the rates, fees and costs associated
with that work; and,

{2y separate listings of the rates for each witness, in-
cluding:

(A) the names of each witness and their areas of
expertise,

(B) the rates to be claimed for sach witness,

{(C) a description of the work to be performed by
each witness, an estimate of the time to be spent
1o perform that work and the rates, fees and costs
associated with that work;

Rates contained in the estimated budget shall not
exceed market rates. Submission of the budget
shall not guarantee the payment of the dollar
amounts set forth in the budget. The lack of ob-
Jection to any item in the budget shall not imply
approval of the budget.

{d) An amended budget shall be submitted as soon as pos-
sible when the intervenor leamns that the total estimated
budget amount increases by $10,000 or more.

() A Petition to Intervene in a rate or class plan proceed-
ing may be submitted to the Rate Enforcement Bureau
concurrently with a petition for hearing submitted pursu-
ant to section 2653.1 of this subchapter. or filed with the
Administrative Hearing Bureau after a hearing is granted,
ang shall be considered an “additional pleading” within
the meaning of Government Code Section 11507.6. A
copy of the Petition 10 Intervene shall be served on the
Public Advisor and all of the parties to the proceeding. A
Petition to Participate shall be submitted to the contact
person for the proceeding, and served on the Public Ad-
visor.

{f) Within five (5) days after filing of the Petition to Inter-
vene, any other party may file a response to the Petition to
Intervene. Any party claiming that the petitioner does not
represent the interests of consumers shall so state in the
response, which shall include any supporting documenta-
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tion, The petitioner may reply to any allegation in the re~
sponse and may reply to the allegation that it does not
represent the interests of consumers within three (3) days
of filing of the response,

(g) H a person who files a petition for a hearing and a Pe-
tition to Intervenc meets the reguirements of this section,
represents the interests of consumers pursuant to Inspr-
ance Code section 1861,10(b) and is otherwise eligible to
seek compensation in proceedings before the Department
pursuant to section 2662.2 of this subchapter, that person's
Petition to Intervene shall be granted within fifteen (15>
days of its submission. If a petition for a hearing has
already been granted, the administrative law judge shall
rule on any Petition to Intervene subsequently filed by
any person within 20 days of its filing with the Adminis-
trative Hearing Bureau,

(h) No person whose petition has been granted shall be
permitted to reopen matters decided before the petition is
granted without a showing of good cause.

<General Materials (GM) - References, Annotations, or
Tables>

Note: Authority cited: Section 186]1.10, Insuwrance
Code; and CalFarm Insurance Company. et al. v. Georee
Devkmeiian, et al.. 48 Cal3d 805. 8§24 (1989, 20th Cen-

tury Insurance Company v. John Geramendi8 Caldth
216, 281, 32 Cal Rptr. 2d 807, 847 (31994) Reference:

Sections 1861.10(a) and 1861,10(bY, Insurance Code; and

iF Insurance Com et al.v. George Deukmeii-
an, et al., 48 Cal.3d 805 (1989}, 20th Century Insurance
Company.et al. v. John Garamendi Cal. 4th 216, 32 Cal.
Rptr. 2d BOT7 (1994),
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HISTORY

1. Renumbering and amendment of former section 2617.3 to new section 2661.3
filed 8-18-95 as an emergency; opaerative 8-18-35 (Register 95, No. 33). A
Certificate of Compliance must be transmitted to OAL by 12~16-95 or emergency
language will be repealed by operation of law on the following day.

2. Renumbering and amendment of former section 2617.3 to new section 2661.3
refiled 12~19-95 as an emergency; operative 12-19-95 (Register 95, No. 51).

A Certificate of Compliance must be transmitted to OAL by 4-17-96 or emergency
language will be repealed by operation of law on the following day.

3. Certificate of Compliance as to 12-19-95 order transmitted to OAL April 17,
1996; disapproved by CAL and order of repeal as to 12-19-95 order filed 5-30-
96 (Register 96, No. 22).

4. New section filed 5-30-96 ag an emergency; operative 5-30-96 (Register 96,
No. 22). A Certificate of Compliance must be transmitted to OAL by 8-27-96
or emergency language will be repealed by operation of law on the following
day.

5. Certificate of Compliance as to 5-30-96 order, including amendment to
gubsections {(b), (f} and (g}, transmitted to OAL 9-26-96 and filed 11-5-9&
(Register 96, No. 45).

5. Amendment of subseétions {e}) and (g) filed 10-16-2002; operative 11-15-2002
(Register 2002, No. 42).

7. Amendment of section heading and subsections (a), (e) and (h)y-{g) filed 12-
29-2008; operative 1-28-2007 {Register 2006, No. 52).
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c
BARCLAYS OYFICIAL CALIFORNIA CODE OF
REGULATIONS
TITLE 16. INVESTMENT
CHAPTER 5. INSURANCE COMMISSIONER
SUBCHAPTER 4.9 RULES OF PRACTICE AND
PROCEDURE FOR RATE PROCEEDINGS
ARTICLE 14. INTERVENOR'S AND PARTI-
CIPANT'S FEES AND EXPENSES
This database is current through 01/19/07, Ragister
2007, No. 3

§ 2662.1. Purpose.

The purpose of this Article is to establish procedures for
awarding advocacy fees, witness fees and other expenses
to petitioners, intervenors and participants in proceedings,
including procesdings other than rate proceedings, before
the Insurance Comumissioner in accordance with Section

of the Insurance Code. The definitions set
forth in section 2666.1 apply to Article 14 of this
subchapter., '

<General Materials (GM) - References, Annotations, or
Tables>

Note: Authority cited: Section  1861.10. Insurance
Code; and CalFarm Insurance Company, et al. v, George
Deukmeiian. et al.. 48 Cal.3d 803, 824 (1989), 20th Cen-
tury Insurance Company v, John Garamendi8 Caldth
216, 281, 32 Cal, Rptr. 2d 807, 847 (1994). Reference:
Sections 1861.10(a) and 1861.18(b), Insurance Code; and

CalFarm Insurance Company, et al.y, George Deukmeji-
an, et al., 48 Cal.3d 805 (1989, 20th Century Insurance

Company et al. v. John Garamendi8 Cal. 4th 216, 32 Cal,
Rptr. 2d 807 (1994,
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HISTORY

1. New article 14 and section filed 8-18-95 as an emergency; operative 8§-18-8%
{(Register 25, No. 33). A Certificate of Compliance must be transmitted to

OAL: by 12-16-95 or emergency language will be repealed by operation of law on
the following day.

2, New article 14 and section refiled 12-19-95 as an emergency; operative 12-
19-95 {(Register 95, No. 51). A Certificate of Compliance must be transmitted
to OAL by 4-17-%6 or emergency language will be repealed by operation of law on

the following dayv. :

3. Certificate of Compliance as to 12-19-95 order transmitted to OAL Aprii 17,
1996; disapproved by OAL and order of repeal as to 12-19-95 order filed 5-30-
96 {Register 96, No. 22).

4. New article 14 and section Ffiled 5-30-96 as an emergency; operative 5-30-94
(Register 96, No. 22). A Certificate of Compliance must be transmitred to '
OAL by 9-27-96 or emergency language will be repealed by operation of law on
the following day.

5. Certificate of Compliance as toc 5-30-96 order, including amendment of
article heading and section, transmitted to OAL 9-26-96 and filed 11-5-36
(Register 96, No. 45).

6. Amendment filed 12-29-2006; operative 1-28-2007 (Register 2006, No. 52).
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c .
BARCLAYS OFFICIAL CALIFORNIA CODE OF
REGULATIONS
THILE 10. INVESTMENT
CHAPTER 5. INSURANCE COMMISSIONER
SUBCHAPTER 4.9 RULES OF PRACTICE AND
PROCEDURE FOR RATE PROCEEDINGS
ARTICLE 14. INTERVENOR'S AND PARTI-
CIPANT'S FEES AND EXPENSES
This database is current through 01/19/07, Register
2007, No. 3

5 2662.3. Request for Award.

{(a) A petitioner, intervenor or participant whose Petition
to Intervene or Participate has been granted and who has
been found eligible to seek compensation may submit to
the Public Advisor, within 30 days after the service of the
order, decision, regulation or other action of the Commis-
sioner in the proceeding for which intervention was
sought, or at the requesting petitioner's, intervenor's or
participant's option, within 30 days after the conclusion of
the entire proceeding, a request for an award of compens-
ation. A petitioner, intervenor or participant requesting
that any award ordered be made payable to a specific pes-
son or entity, other than the petitioner, intervenor or parti-
cipant, that represented or advocated on behalf of the in-
tervenor of participant during the proceeding shall inchude
verified authorization to that effect in the request.

(b} The request shall be verified and shall be in compli-
ance with sections 2652.1-2652.4 of this subchapter and
shall include, at a minimuam:

(1) a detailed description of services and expendit-
ures;

(2) legible time and/or billing records, created as
soon as possible afier the work was performed, which
show the date and the exact amount of time spent on
each specific task; and

(3) a description of the petitioner's, intervenor's or
participant’s substantial contribution citing to the re-
cord, including, but not limited to, documents such
as: declarations by advocates and/or witnesses, writ-
ten or oral comments of the petitioner or intervenor

Page 1

or its witnesses regarding a rate application provided
to the Department, correspondence with the parties,
stipulations or settlement agreements regarding the
outcome or material issues in the proceeding, and de-
cision or order by the Department or Commissioner
concerning a petition for hearing or rate or class plan
application issued without a formal hearing, tran-
scripts, proposed decisions of the Administrative Law
Judge and orders demonstrating that a substantial
contribution was made for the purpose of complying
with section 2661.1(j). Notwithstanding section
2656.4, any confidential correspondence, documents,
or declarations referencing confidential inforimation,
including but not limited to confidential settlement
communications, may be submitted to the Public Ad-
visor with a request for an award of compensation.
Any such confidential material submitted to the Pub-
lic Advisor will retain its confidential status. Nothing
in this subsection shall require disclosure of priv-
ileged information,

The phrase "exact amount of time spent” as used in
this subdivision refers either to five (5) mimute or
tenth (10th) of an hour increments.

(¢) Parties may stipulate to a person's status as an inter-
venor. Parties shall not enter into a stipulation regarding
whether a person has made a substantial contribution for
the purpose of complying with section 2661 of this
subchapter.

{d) The phrase "each specific task," as used in this subdi-
vision refers {0 activities including, but is not limited to:
(A) telephone calls or meetings/conferences, identifying
the parties participating in the telephone call, meeting or
conference and the subject matter discussed; (B) legal
pleadings or research, identifying the pleading or research
and the subject matter; (C) letters, correspondence or
memoranda, identifying the parties and the subject matter;
and, (D) attendance at hearings, specifying when the hear-
ing occurred, the subject matter of the hearing and the
names of witnesses who appeared at the hearing, if any.

{e) Within 15 days after service of the request, any other
party may submit a response to the request. The response
shail be submitted to the Public Advisor and a copy shall
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also be provided to all parties to the proceeding. The in-
tervenor or participant may reply to any such response
within 15 days after service of the response. The reply
shall be submitted to the Public Advisor and a copy shall
also be provided to all parties to the proceeding.

(f} The Public Advisor shall require an audit and/or may
inspect the books and records of the intervenor or parti-
cipant to the extent necessary to verify the basis for the
award. The Public Advisor shall maintain the confidenti-
ality of the intervenor's books and records to the extent al-
lowed by law.

{g) Any party questioning the market rate or reasonable-
ness of any amount set forth in the request shall, at the
time of questioning the market rate or reasonableness of
that amownt, provide a statement setting forth the fees,
rates, and costs it expects to experd in the proceeding.

- «<General Materials (GM) - References, Annotations, or
Tables>

Note: Authority cited: Section 1861.10. Insur

Code; and CalFarm Inswrance Company, et al. v. George
Devkmejian. et al., 48 Cal.3d 805, 8§24 (1989), 20th Cen-
tury. Insurance Company v, John Garamendi.8 Caldth

216, 281, 32 Cal. Rptr. 2d 807. 847 {1994). Reference:
Sections 1861.10(a) and 1861.30(b), Insurance Code: and

CalFarm Insurance Company, et al.v. George Deukmeii-
an, ot al.. 48 Cal.3d 805 (1989), 20th Century Insurance
Company et al. v. John Garamendig Cal. 4th 216, 32 Cal,
Rptr, 2d 807 {1994),
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HISTORY

1. New section filed 8-18-%5 as an emergency; operative 8-18-95 (Register 95,
No. 33). A Certificate of Compliance must be transmitted to OAL by 12-16-95
or emergency language will be repealed by operation of law on the following
day.

2, Few section refiled 12-19-95 as an emergency; operative 12-19-9% (Register
95, Wo. 51). A Certificate of Compliance must be transmitted to OAL by 4-~17-
96 or emergency language will be repealed by operation of law on the following
day.

3. Certificate of Compliance as to 12-19-95 order transmitted to OAL April 17,
139¢6; disapproved by OAL and order of repeal ag to 12-19-95 order filed 5-30-
96 (Register 96, No. 22).

4. New section filed 5~30-96 as an emergency; operative 5-30-96 (Register 96,
No. 22). A Certificate of Compliance must be transmitted to OAL by 9-27-96
or emergency language will be repealed by operation of law on the following
day.

5. Certificate of Compliance as to 5-30-96 order, including amendment of
section, transmitted to QAL 9-26-96 and filed 11-5-9§ (Register 96, No. 45).

6. Amendment filed 12-29-2006; operative 1-28-2007 {Register 2006, No. 52} .
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10 CA ADC § 2662.5

10 CCR 5 2662.5
Cal. Admin. Code tit. 10, s 2662.5

<
BARCLAYS OFFICIAL CALIFORNIA CODE OF
REGULATIONS
TITLE 6. INVESTMENT

CHAPTER 5. INSURANCE COMMISSIONER
SUBCHAPTER 4.9 RULES OF PRACTICE AND
PROCEDURE FOR RATE PROCEEDINGS
ARTICLE 14. INTERVENOR'S AND PARTI-
CIPANT'S FEES AND EXPENSES

This database is current through 01/19/07, Register
2007, No. 3 '

5 2662.5. Requirements for Awards.

{a) Subject to subdivision (b) herein, advocacy fees, wit-
ness fees, and other expenses of participation in a pro-
ceeding shall be awarded to any petitioner, intervenor or
participant who complies with section 2662.3 and satisfies
both of the following requirements:

(1) The petitioner, intervenor or participant's present-
ation makes a substantial contribution as evidenced
by specific citations to the petitioner’s, intervenor's or
participant’s direct testimony, cross-examination, leg-
al arguments, briefs, motions, discovery, declarations
by advocates and/or witnesses, written or oral com-
ments of the intervenor or its witnesses regarding' a
rate application provided to the Department, cormres-
pondence with the parties, stipulations or settlement
agreements, and decision or order by the Department
or the Commissioner on a petition for hearing or rate
or class plan application issued without a formal
hearing, or any other appropriate evidence; and,

(2) The petitioner, intervenor or participant represents
the interests of consumers.

(b) To the extent the substantial contribution claimed by a
petitioner, intervenor or participant duplicates the sub-
stantial contribution of another party to the proceeding
and was not authorized in the ruling on the Petition to In-
tervene or Participaie, the petitioner's, intervenor's or par-
ticipant's compensation may be reduced. Participation by
the Department of Insurance staff does not preclude an
award of compensation, so long as the petiticner's, inter-
VERor's, or participant's substantial contribution to the pro-

Page 1

ceeding does not merely duplicate the participation by the
Department of Insurance’s staff. In assessing whether
there was duplication, the Commissioner will consider
whether or not the petitioner, intervenor or participant
presented relevant issues, evidence, or arguments which
were separate and distinct from those presented by any
party or the Department of Insurance staff,

<(eneral Materials (GM) - References, Annotations, or
Tables>

Note: Authority cited: Section 1861.10, Insurance
Code; and CalFarm Insurance Companv. et al. v. George

Devkinejian, et al.. 48 Cal3d 805, 824 (1989), 20th Cep-
fury Insurance Company v, John Garamendi8 Caldth

216, 281, 32 Cal. Rptr. 2d 807, 847 (1994). Reference:
Sections 1861.10(a) and 1861.10(b). Insurance Code; and

CalFarm Insurance Company. et alyv, Georpge Deukmeji-

an. et al.. 48 Cal.3d 805 (1989), 20th Century Insurance
ompany. et al. v, Jol raramendi I, 4th 216, 32 Cal,

Rptr. 2d 807 (1994).
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HISTCORY

1. New section filed 8-18-95 as an emergency; operative 8-18-95 {Register 95,
No. 33}. A Certificate of Compliance must be transmitted to OAL by 12-16-95
or emergency language will be repealed by operation of law on the following
day. '

2. New section refiled 12-19-95 as an emergency; operative 12-19-95 (Register
95, Mo. 31). A Certificate of Compliance must be transmitbted to OAL by 4-17-
96 or emergency language will be repealed by operaticn of law on the following
day .

3. Certificate of Compliance as to 12-19-95 order transmitted to OAL April 17,
1396; disapproved by OAL and order of repeal as to 12-19-95 order filed 5-30~
96 {(Register 26, No. 22).

4. New section filed 5-30-96 as an emergency; operative 5-30-96 {Register 96,
No. 22). A Certificate of Compliance must be transmitted to OAL by 9-27-96
or emergency language will be repealed by operation of law on the following
day .

5. Certificate of Compliance as to 5-30-96 order, including amendment of
subsection (b), transmitted to OAL 9-26-96 and filed 11-5-96 {Register 96,
No. 45).,

6. Amendment filed 12-29-2006; operative 1-28-2007 (Register 2008, No. 52}.
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STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE
300 Capitol Mall, 17th Floor
Sacramento, CA 65814
RH06092874 November 14, 2006

FINAL STATEMENT OF REASONS

California Code of Regulations, Title 10, Sections 2651.1, 2653.6, 2661.1, 2661.3,
2662.1, 2662.3, and 2662.5

UPDATED INFORMATIVE DIGEST

The Initial Statement of Reasons inchuded
in this rulemaking file continues to fully and accurately reflect the views of the
Department of Insurance. Therefore, it is incorporated herein by this reference.

There have been no changes in applicable laws or to the effect of the proposed
regulations from the laws and effects described in the Notice of Proposed Regulatory
Action.

LOCAL MANDATE DETERMINATION

The proposed regulation does not impose any mandate on local agencies or school
districts.

ALTERNATIVES DETERMINATION

The Commissioner has determined that no alternative would be more effective in
carrying out the purpose for which this regulation is proposed or would be as effective
and less burdensome to affected private persons than the proposed regulation.

SUMMARY OF AND RESPONSE TO PUBLIC COMMENT

The Commissioner’s summary of and response to the public comment is separately
mcluded in this rulemaking file and incorporated herein by this reference.



STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE
300 Capitol Mall, 16™ Floor
Sacramento, California 95814

RH06092874 September 22, 2006

INITIAL STATEMENT OF REASONS

California Insurance Commissioner John Garamendi will consider adoption of Section 2653.6
and amendment of Sections 2651.1, 2661.1, 2661.3, 2662.1, 2662.3, and 2662.5 of Subchapter
4.9, Title 10, of the California Code of Regulations.

SPECIFIC PURPOSE OF THE REGULATION

Proposition 103, approved by California voters in 1988, established the requirement that all
property-casualty insurers obtain the prior approval of the Insurance Commissioner for proposed
rate changes. (Insurance Code §1861.05). Proposition 103 permits consumer participation in the
approval process. (Insurance Code §1861.10(a)). It further requires the Commissioner to award
reasonable advocacy and witness fees to a consumer when the consumer makes a "substantial
contribution” to the adoption of any order, regulation, or decision by the Commissioner or a
court. (Insurance Code §1861.10(b)).

As required by Insurance Code §1861.055, the Department has promulgated regulations under
Title 10, Chapter 5 of the Code of Regulations (CCR) governing the prior approval process,
including regulations governing consumer participation. The Department wishes to amend
Subchapter 4.9 (Rules of Practice and Procedure for Rate Proceedings) to clarify that consumers,
who participate in the approval process after having filed a petition for a hearing, may seek an
award of reasonable advocacy fees.

NECESSITY

The Commissioner has determined that amendment of certain regulations in Subchapter 4.9 is
necessary in order to properly implement the requirements, purposes and intent of the statutes.
Specifically, the regulations must be amended to make clear that advocacy performed by a
consumer representative (whether a "petitioner," "intervenor," or "participant") prior to a
decision by the Commissioner to grant or deny a petition for hearing pursuant to Section
1861.05(c) is to be compensated so long as a consumer has made a "substantial contribution” to a
decision or order ending the proceeding. ' :

As noted above, section 1861.05(a) authorizes consumers and their representatives to request a
hearing to, among other things, review applications for rate changes, or to review a rate presently
in effect. Subdivision 1861.05(c) specifies that upon a timely request, a hearing must be granted
when the challenged rate application seeks an adjustment in rates for personal lines (for example,
- private passenger automobile and homeowners multi-peril insurance) that exceeds 7%, and for
an adjustment that exceeds 15% for commercial hines. It is within the Commissioner's



discretion whether to grant requests for hearings on applications for changes of less than 7% and
15% respectively.

It has been the Department's practice to encourage consumer representatives and applicants to
resolve rate challenges informally so as to avoid engaging in lengthy formal hearings that benefit
no one. Often during negotiations, insurers seek to withdraw their rate applications. In some
instances, applicants have withdrawn their apphcations after a petition for a hearing has been
filed and after the petitioner has expended substantial time and effort advocating its position
through its advocates and experts. In these instances, the result of the informal process has been
either no rate change, or a substantial alteration in the rate ultimately approved by the
Commissioner. Such results benefit the public without the necessity of conducting a formal

hearing.

In several of these instances, either the challenge was settled by the parties or the case was
dismissed as moot when the applicant chose to withdraw rather than proceed with its application
and potentially be subject to a hearing. Afler extensive and careful consideration, the
Commissioner determined that the petitioner made a "substantial contribution” to his decision
concerning the rate applications even though no hearing was held. Recently, several insurers
have objected to the Commissioner's authority to award compensation to petitioners who make a
substantial contribution in these circumstances. Responding to certain insurer's arguments, the
Commissioner found and determined in awarding fees that

"With respect to the construction of CIC 1861.10, the Commissioner has
determined that m fairness to consumers who desire to participate in the public
ratemaking process as provided for by Proposition 103, and in furtherance of the
purposes of Proposition 103, that a "proceeding” has been "initiated," within the
meaning of CIC 1861.10(a) once a Petition for Hearing has been filed pursuant to
CCR section 2661.2 and 2661 .3(a)."

Despite the statutory requirement of Proposition 103 that the Commissioper shall award
compensation to any person representing the interests of consumers who make a substantial
contribution to his orders of decision, a Superior Court recently ruled that the Commissioner was
not authorized to award a petitioner a fee award. Without agreeing with the reasoning and
analysis of the Superior Court 1n that instance, the Commissioner believes that the intervenor
regulations should be amended to reflect the fact that once a petition for hearing has been filed, a
proceeding has been established and that an insurer may not thereafter withdraw its rate
application without approval of the Commissioner. Consumer representatives who make a
substantial contribution to the outcome of that proceeding are entitled to compensation for their
work, even if the proceeding concludes without a hearing.

The Commissioner believes that the proposed adoption and amendments are not only authorized
by, but also necessitated by Proposition 103. Section 1861.10(b) contains only two prerequisites:
(1) that the person seeking advocacy and wiiness fees "represents the interests of consumers”;
and (2) that the person has "made a substantial contribution to the adoption of any order,
regulation, or decision by the commissioner or a court." (Insurance Code §1861.10(b).)
Subsection (b) further provides that "where advocacy occurs in response to a rate application, the
award shall be paid by the applicant.”" (/bid.) When these two statutory conditions are met, the
Commissioner "shall award reasonable advocacy and witness fees and expenses.” (Ibid..)

2



The Commissioner's view is that the statute plainly mandates that "any person” who "represents
the interests of consumers”-and who "made a substantial contribution to the adoption of any
order, regulation, or decision by the commissioner” is entitled to an award of compensation for
reasonable advocacy fees and expenses. An insurer's attempt to withdraw its application in order
to avoid paying compensation defeats the purpose of the statutes. Therefore, the Commissioner
proposes to adopt a regulation, allowing insurers, in some circumstances, to withdraw rate
applications following the filing of a petition by a consumer. The Commissioner's order
allowing an insurer to withdraw its application clearly constitutes an "order” or "decision” within

the meaning of Section 1861.10(b).

Denying compensation for advocacy performed by a petitioner prior to an insurer's withdrawal of
its application would thwart the statute's plain language and its underlying purpose of
encouraging consumers to enforce Proposition 103, and disrupt the framework of public
participation established by the Department through its regulations, in the following ways:

* It would discourage consumer representatives from challenging rate applications if the
consumer representatives faced the nisk that its substantial investigation and participation
in the informal review process might result in no compensation, even if the outcome was
the very outcome sought by the consumer representative. Without the potential for an
award of compensation, few if any consumer representatives would be able to afford the
resource expenditures needed to participate in a professional manner in the review of

such applications.

» Conversely, if the only way to obtain compensation would be to insist upon a hearing —
where a hearing is mandatory - consumer representatives will eschew the informal
process. This would discourage efficient resolution of challenges.

* It ecould effectively place the determination of whether intervenors are compensated
within the sole control of an insurer, who may unilaterally withdraw, rather than with the

Comimissioner.

In summary, the Commissioner believes that, as the voters intended, the scrutiny of consumer -
representatives is an important tool to ensure that applicants comply with the statutory and -
regulatory prohibition on "excessive, inadequate, and unfairly discriminatory” rates, or rates
that otherwise violate the law, and that if consumer representatives are denied the ability to
seek compensation when they make a substantial contribution in pre-hearing proceedings,

such scrutiny would be discouraged and curtailed.

Such a result contravenes the public policy underlying section 1861.10 and analogous
Intervenor compensation statutes of encouraging consumer participation in administrative
and court proceedings, and thereby aiding regulators and courts in their decisions. (See
-Calfarm Ins. Co. v. Deukmaejian (1989) 48 Cal.3d 805, 836 [voters for Prop. 103 "favored a
measure that provides for public regulatory hearings with consumer participation"};
Economic Empowerment Foundation v. Quackenbush (1997) 57 Cal. App.4™ 677, 636 [courts
"should seek an interpretation of the statute which best facilitates compensation”]; State
Farm Mut. Auto. Ins. Co. v. Garamendi (2004) 32 Cal.4"™ 1029, 1045 [interpreting section
1861.07 in a manner consistent with Proposition 103's goal of fostering consumer
participation in the rate-setting process"].)



The Commissioner therefore proposes to adopt and amend regulations to change the
definitions related to "proceedings” and o establish an application withdrawal procedure
following the filing of a petition for a hearing, so as to ensure that consumer representatives
are eligible to seek compensation when they make a substantial contribution to any "order,
regulation, or decision by the commissioner” prior to a formal hearing being granted or
denied. The balance of the proposed amendments conform various provisions of existing
regulations regarding compensation to intervenors in such proceedings to those changes.

Because the amendments do not alter the requirement that the Commissioner determine that a
petitioner or intervenor made a "substantial contribution,” the Commissioner is confident that
the amendments will not infringe upon the Department’s ability to police the integrity of the
intervenor process.

TECHNICAL, THEORETICAL, AND/OR EMPIRICAL STUDY, REPORTS, OR
DOCUMENTS

The Commissioner did not rely upon any technical, theoretical, or émp’in’cal studies, reports or
documents in proposing the adoption and amendment of these regulations.

REASONABLE ALTERNATIVES TO THE REGULATION AND THE AGENCY’S
REASONS FOR REJECTING THOSE ALTERNATIVES

No other alternatives to the regulation (including alternatives to lessen any adverse impact on
small business) were presented to or considered by the Commissioner. The Commissioner has
determined that the proposed amendment will only affect insurance companies and will therefore
not affect or impact small business. Pursuant to Government Code section 11342.610(b)(2),
insurers are not small businesses.

EVIDENCE SUPPORTING FINDING OF NO SIGNIFICANT ADVERSE ECONOMIC
IMPACT ON ANY BUSINESS '

The Commissioner has made an initial determination that adoption of the proposed amendment
will not have a significant, statewide adverse economic impact directly affecting business,
including the ability of California businesses to compete with businesses in other states.



. EXHIBIT 4



710 98y

:saxmbor
(Q)01°1981 uomnddg "¢ uopisodoiry
Aq pozuOYINE QJ8  SJUOUIPUIUIL
pue  uondope  pesodoxd o
JeU} MO1A S JOUOISSITUNIO,) U3 ST 1]

Jo sjuswpuswe 03 sjqeorpdde apon
JUSUILIDADD “[BD) O JO spiepur)s
£3155300U puB AdURISISUOD ‘AJLIOYINE
) 2IjOIA STONEB[MBAl oY) Jey Sem
PIOOAL 3} UO JUSUIUIOD S, 70 12 DDV

I pue g1'1981 uondss jo osodind oy
SJBIOSJJY 01 AIBSSa0oUu AJqBUOSEal 10U
st uonrmdar pesodord a3 pue ¢'gcoz
uondas pasodoxd 10] Auoqne Aomes
OU ST 3191 184} PAJUSUILOD 10 12 DDV

IUEINSU] [RUOSIIJ
ay [, isermedwon
ADUBINSU]
BlLIOINE )

JO HODBIdOSSY 3G I,

‘PRIOBLI0D
°4  [I'M JeUY  C['Z99T UO0nOss
ur uondope/syuswpustue  pasodoid
oYl JO 1X%3) o) i Jowd [roydeiSodsy
€ ST 210U} 1BY) PIIUSIILIOD OS[E ZISN
N suoneddde ojer oouwInsur o)
pajera1 Afpeorroads j0u are 01 [98]
pue  ¢0'1981 suondes DD se
S3upanooad 2je1, JO UONIUISpP S)t
UL 071981 DID apnjout o Ssui[oop
wounteda@  2qy  cfongng ey
oy suonepasaday] bas 12 g0sL]
pue fuonnadwo) jo woneinday pur
uoneAdsald] bas 12 Qo9 suoydss
°poD Jold B 'sug C[e) ul yuojf
198 se | soomnoeid ssouisng Ieyun,,
sarerodioour ‘aI0JoX0T) pur €O 1981
OID sepnpul yomym 6 2onse]
JO SUOISIAOLY, PUB JAUOISSIUILIOY)
S} JO suonoe,, se [[aa S8 £O'[98]
DD sepnpour  yorgm ¢ amderd
sp or quensmd  pargsiqelss
1o payrued  Fupsosord  Aue,

. AoyeutuILIssIp Ajaeyun
10 [o18] Aoenbope pue 2A1ss00x2 sI
2j21 € JOU IO IDToys JO UONPUIILIAISD

ot SE17N pa1oetmos  sdurigay
2.1 uey) PO suUoTIEmIS
Qo yua Fuofe 011981

DID JO SWs) Ay} I3pUn paslojus aq
PInod €0°1981 DID ey ‘Afpeorroads
pue pappe 2q pnos Ajoyne Jo syuiod
[euontppe ey uormdo siy Suneis
SIUDTIWOD Uallm SIG padesaid osje
IR CIN b fSIgBnY IoWnsuo))
pue Aedxe] 10] uopepunog oy}
Jo sjualmuiod jero o) Jo oanoddns
Ajrercuad  sem Suueay oygnd oy
8 PIOOAI 3Y] UO JUSUIWIOD ZIW "IN

(@1°7997 ¥DO Jo
juspusuwe pasodoxd oy Joy Ajioyne
S8 Papnjoul 2q pInoys [( 1981 UON0ds
DID 1Byl POIUREIUIOD OS[e ZIA]A I
0171981 DID 01 juensmd voyesuaduios
o]  10algns 8q  pmom UM
s3urpeasosd Jo A3032180 SYj 01U SUOTIOE
soonjoeld ssaulsnq Jrejun Sunerodioowm
Jo ssodmd oy 10]  ¢0'19%1
UOLOS  )I)  Spnjoul 0]  popusum
3G 1[e pinoys vondope pur SJUSWIPUSIE
Aioyen8er posodord oy 103 suonejou
ALoyine oy Jey} pAJUSUIUOD ZIBA TN
YUY U9AD | Fuipaddold,, Jo wonmmgep
a3 Surwopeoiq Lgaroy ¢ Juipesdold,, jo
uondiusap pasodoxd oy 0  uonwiuy
moymm,,  osenpd oy ppe  pinoys
(11697 uondss YO 0} JuIWpUale
pasodoid a1y Jeyy) pajEATIMIOD Z)S TN
‘Afeogroads ‘wondope pue sjuswpuswe
Arorendar  pasodoid s rouorsSIUNIO))
ayy oy suonippe pesodord jo wiog

‘suLa) Si1 Aq ‘sapnpout 01°1981 DI

NOLLIOUY QNY SINANG

o} 3OO} JUSUNUOD USHLM ZIO I

ZI3A] Uyor

LNAIWINO?) OL FSNOJSTY
S, AONVUNSN] SO INTWLAV A

9007 ‘€1 J9qUBAON
PL8T6090 HY

INAIWINO)) TV 40 AUVININNS

INHFWIWOD NALLIMAA 40 Wﬁﬂaéw

SINEFWINOD DITIAd O4 ISNOISTY ANV AYVINIANS

HIINIWINOD)



7Jo 7 o8eg

‘D4dng ‘onssi
SIJ) U0 UAWWOD S 7P 12 DDV
01 asuodsar s juouniedaq] oY) ‘sag

Iaio pue svime] 01 swosul Surpiaoid
Jo osodind oy 10J §sixe uonemSal
olel Byl 05  UISAS 2y} SU0ISIP
pue [ymeun s juswannbal B yons
Jo uwopsasur oy pue uoneondde el
B aeIipys 03 Teaordde soud axmbax 0
jwowpuewe posodoxd st 107 Huoyne
OU ST 2Ia7) 1213 POJUSWIIOD WL 2)BIQ

(pJuod) wreg guig

(urrey 9)e1g)
sarneduion)
ugInsay -
ULIB] 98I

‘Bureey e 0 sourd Surjy paindsip
AU SMBIPUHM AJ[RISJRjIUN JOTIIRD B
ueysm suone[ndar Junsixo ayy Jopun
pamsp 2oq 1smu uoyesuadwos 10y
sisanbar ‘o syutod Surpns  savuep
ofpny sy suoneordde omr Jo
mdtAl Suuesy-a1d wl Yuauniedsy
oy s guore ‘paAjoAlr
21. $JRDOAPR JOWNSUOD UM INO20
UEd Horgm ‘Juijni s 3oy Jotadng
oyl Aq payduSy nsar  Jejun
a1 sproae Lowdoape Jupeay-a1d o
100{qns o) useq sey ey uonrordde
ue meipyiim o) jsenbsr o) siamsur
Sutinboy ,'1N0d € JO JBUOISSIUNUIOD
o) Aq UOISIOaP 10 ‘sopendal ‘Isplo
Aue yo uondope ay1 01 uONNIIUOY
[enuesqns v apeuwr, sey uosidd oy
ey (7) pue SISWNSUOD JO $1SAINTI
oyl sjuasondar, soo ssaupm pue
Aoedoape Funyess uosiad ot jer (1)

. “Burpescoid Fuuesy ajw1
© Ul UOHUSAIOWI YSNOI]) popIEme
2q Isnw smels Aped pue poyuwid
9q st Summoy ' ‘Aowd0ApE 10]
uonesTaduiod JAR0I 0] 13pI0 Ul JB
Fuproy ‘uno) omadng oy jo Sumns
v 3uipnjooid Jo 3199150 2u1 sARY pinom

uone[ndal 91 pue WOSLAI [RULISGNS

o amep Aq powoddns jou pue
Arenmiqre o1 wondope/sjustipusiue
pasodoad 111 ‘suonendal
pasodoid  mou suonengor

"3P07) 2oUBINSU]
oY) UI pUnoj j0uU ST Yomm justmasmbal
JATURISANS B UYons ppe o1 AjLlogng
OU SBY ISUOISSIUIWO)) oY) pue sIuiy
S1BI Ul PAAJOAUT SOIUIRBAD 23 sofueyd
Afeluowepuny  pue  sydu  SIIMSUI
s10935e  juawennbar  [eaosdde oud
Mot g Suisodur jey} POUSWWOD OS[R
“17 12 DDV UonRINEDI 2)8I B MBIPUIIA
01 [eaoxdde Jouxd yoos Jsnw s1aInsul 1B

01°1981 10 ¢SO'1981 ‘CO'[98] Suonods
DID woly pardun Ajqeuoseal 8q jouued

(17 12 *DIDV)
sroansuy Oipqery

[BUOISS3JOI

JO HOYBIIOSSY
BILIOJIE))

a1} pue sorredmon)
JduRINSUY
asIWO(T JO
UONEII0SSY YL
Y ], ‘HONBOOSSY
ULINSUT UBILIdW Y
oY ], ‘eruiofIje)

Jo uoneadpsy

pue

LINAWIWO) OL ASNOJSTY
SCHINVHASNT A0 INTWLAVLE(]

900 ‘€1 IPqUIDAON
PL8T6090 HY

INTWINOD) TVHQ 40 AUVYINIANAS

INTIWIWO) NALLIIAA 40 AUVIANGS

SINHWINOD DT140d OL ASNOJSTH NV AHVININAS

YZINTWHWO))



7 Jo ¢ o8eg

“JUSWULOD $1Y) 03 osuodsar ou saypL
wsunedy(] oYy oI0jaldyl  ‘mOnOE
A1oyengdas pasodoid gy uo yuDTIIOD
® J00  SI  IOUOISSIUINOS)  MdU
©-JO JeAlie au; 01 JoLd suouem3ar
wdope o1 Kuogne  jeued
$ JOUOISS[LIIO)) 9] U0  JUSTHLIOD
S VIV padns  ‘onsst  Aoyine
oI U0 JUAWWOd 8,0 12 DDV
01 osuodsar s juouniedac] oy) “2ag

“ISUOISSTUO) 90URINSU] 1X2U -

out Jo [eatue 243 o} Joud suopemSor
Aue  j0 wopdope S JOUOISSIUILIO.)
oy 03 pesoddo st ow By
pajusued vy ‘Aqpeusduonosjord
IoWINSUOD Iatany 0} Jurpou op pue
s8ury oe1 o) soBuseyd sssjeseq Jo
Jury ou3 98emoous (s suoneingal
9saY], "uOIsSIap ssauisng B K[9[0S
SI 11 meIpiim 03 1o uonesydde oyex
B UM PIBMIOJ 08 0] ISYIDYM UOISIOIP
I omeis oql Aq pojerdusiuon
joU pue patuapadsardun s
Juiy 91l € Jo [eMRIpYIIM o) aa01dde
0} [esodoid s JoUOISSILONNOY) Y]
183 pAIUSWII0D VIV “ssoo0ad Suryewt
olel oml Y sasopejur  AfjRIoniue

pue soswascep  owes 101 sfuny
o 109)y3 Surppiys e asodw swonendal
AL Byl ISUMN]  POJUSWIUOD
VIV €O'I981  pue  QI'1981

SUONO2s DI 01 10adsar gy Aogine
A1oremBar syorp Tesodoid Kioyendor
o) JBY) PAUBWUIOd puUBR ‘w2
‘OIDV JO SIUaWuIod oy} paoyds vy

(VIV) uonenossy
uoﬁﬂ.—swmm :au_.mwﬁ<

"UONE[NZVI J)RI 0} MNGLHUOD OYM
suosiod Fuipremar Jo asodmd papusur
oY v o1 (Q)O1° 1981 DID IO
suoisiaoid Azojpsuadwod oy Fuimole
upyl  1eypel  ‘sjeuorsssjord  osusiof

JINAWNOD CL 4SNOISTY
SCADNVUNOSNT 4O INFWLAYIIJ

9007 ‘€1 12qUIaA0N
FL8T6090 HY

JINIWKWOD) TVH( 40 AYVININNS

INTAWOD NELLIIAA 40 AYYIWINAS

SINFIWIAOD DI'TdNd OL ASNOISTA ANV AAVININAS

HIINTWWO))



730 ¢ a8eg

“SJUDTILEION §, ML
s smouod  jusuniedac) ey

$$000xd Sunfemaer oy
ut uopedonied rownsuoo Jo s1eod s, ¢o|
uonisodold oY1 YN 01 AIRSSa0ou
21 pue (I'[98] PUB GO'1981 suomoes
Jo oSenduel wiepd oy ya JUSISUOD
oI ‘AjLIone $ IOUOISSIIIO,)
A iy Aedd ate suopwngor
pasodoxd oy) jey) powOWUIod W)L

DLD
$1Y Sy Jownsuo))

pug 1ivdxe ],
10} uonepunoyg

INAWOD O1 ISNOESTY
S AINVUASN] 40 INTLY VA

9007 ‘€1 10quIDAON
PL376090 HY

INTANOD TYHO 40 AUVININIS INAWIWOY NLLLTYAA A0 AUVINNGS

SINAWINOD DI'Tdd OL FSNOISTI ANV AYVININAS

HALINTWWO)D)



7Jo ¢ afe]

JUSWIOD ST} 07 suodsar
ou sayew jusureda( oY) ‘Q10JoIa])
‘uonoe Arojeingor pasodoxd
DY} UO JUSUITIOD OU apew oy I

JUIWIOD SHIRO0APY
21QNd Y SInoT0d Jusueda(] oy,

R0 $,MD LI
Qs sImouod  qusunaedsg 9yl

"SISUWINSTOD JO SISO Y]
193301d 0} PUB JSOIIUL JO SIOIJUOD [BIASI
0l Q0/ WO UOISSIIWO.) S3DUOBL]
[eouljod ueg oyl HUWqns o] pamnbal
8q pInoys srouaAoul jem pagsadins g
‘uondope pue swowpuswe pasodoid
o) UO JUSWIWOD OU pBll Yoy "IN

"$39] ADBOOADE J[qRUOSEAI
Jo pieme ue ¥20s Aew ‘Suuwoy Io]
uonied v po[y Suraey 1oye ‘0Bl JuaIInD
® JO MOIADI 10 10 saFueyo 21e1 pasodoxd
Joy uoneorjdde we 105 ssavo01d jeacidde
oy wr opedidnaed oym. ‘siatunsuod jey;
AJUE[ I sjustpuawe oYL, $'7997
PuB €799Z ‘€199T ‘11997 ‘11$9T
SUONDAS O SJUOWPUIWE PUB §'C$O7
uondds  Jo  woidope S ISUOISSIINUO))
o suoddns  sawooapy  onqng

€01 uonsodou jo sjuswanmbal
L1oymess oy 0} s3urpassoad
sel ur voyedropred 1oy ampadoid
pue sopoerd Jo so[mi Syl wWHOJUOD
0} AIessooou se suonenSar 2soyy 0}
syuswpuawie pasodord s, IoUOISSIIINIO )
Ay spoddns 11 jey) pajuLWIIOd WL

If 0y *f Preyany

Uy
$91830ADY dIgnd

INFWINO)) O ASNOJSTY
S ADNVINSNT 40 INIWLHVAA(Q INTWINO)) TVEQ 40 AYVINNNS

9007 ‘C1 1oquIsAON
vL8T6090 HY

INTWIAOD) NALLINAA 40 AUVINAS

SINHIWINOD D1'TdNd O.L ASNOJSTH ANV AUVIADANS

HAZLNAWNWO)




7Jo 9 98eg

JUBWOD ., TLdD
i sinouod  jusumdede Ay

LD “IeInsul oy JO SuonoE Y Aq j0u
pUB IOUOISSTUIUO,) 3y Aq pauImLISIop S
sdnox8 Suiasesop o3 uonesuadwon Tey)
oIsUe 0] Aressaoou o | Juipsssod,,
Jo uonmugap oy o) sadueyo pasodod
SUL 01’1981 uonoes D) jo Sumuesw
oY1 UNpIM | UONNQLIUOY  [BRUBRISQNS,,
B S21MISU00 Yorgm ‘Suriesy Sununsuoo
-OU) ' JO ANSSO00U O INOUIIM
1sonbar asBaIOUT 9JRI € JO JUSWUOPUBQER
oyl w  paynsar  sey uonedronted
IO Se SIoM I 10) pajesusduiod
a1e (Aowdoape s.dnoif rowmsuoo i
0} onp el “IIMO] UHO ‘JUAIITIP © I8
posordde st qorgm 10) Surmeay € noyim
UMBIDUIEM UDY) ST oy uwoneondde
ISBIIOUT 2181 © 9FUd[JBYO 01 $92IN0SAI
pue swn pusdyxo ey sdnoid wnsuod
ey smsus 01 Supesoord,, uuey oy
JO Suresw aU) SuIApal [jim suonendal
asay], "¢ol uonisodorg Aq pajepuew
s s3uposcord  Jupypwemni  puw
Furyewaies Jueuntedoq w pajuasardar
A1o1enbape a1 sowmsuoco ey Suumsus
0] [eopLO  2Ie  Yomgm  ‘suonendal
uonesuadutod Jousarjur s Jusuniedacy
oy Aquepp ym soBueyo  Aiojedel
OSOUL  'ETTY9T pue 7997 “¢199T
171997 ‘T1S9T suopdas puswe pue
9'¢59z uonoes mou jdope 01 [wsodoid
s puossIuo]) oy spoddns  TIdH

(T1dD) 0331
ueg jo isiaamn
‘e 35aau]
AN JI0J 133

INAWWOD) OL ASNOISTY
SCHINVUASNT A0 INAWLAVIIA(]

9007 €1 12quaroN
PLT6090 HY

JINAWKOD) TVHO 40 AUVININNS

INTIWNOD NILLIYAA 0 AUVINIANS

SINFWINOD DI'TdNd OL ASNOJISHI ANV AUVIAINNS

HAINTAING))



Z30 L o8eq

" JOIABUSG 113y} AJIpOW 03 wey)
pareanoe 10 jydnos Jorper Arewnid oy
op1a01d 0) SJUBPULIOP PAIBALIOW HINSMB]
sty 31 Aued Swijeassd oy poropisuoo
st pgnureld e jmewenes £q payowal
sem Joaw) s pguured oy w uonnjosar
ISMBOdQ  $02]  SAdWIONE palusp g
jou ppoys yuurerd e, jeq uonsodoad
aq) jo poddns ur me| osed payo ospe (Pvod) 114D

INAWKWOD) OL ASNO4STY
S(HONVHASNT 40 AINTWLAVIE(J JINTWINOD TV J0 AAVINNNAS INTWIOD) NALLIIAA 40 AEVINNS JAINIWNWOD

900Z "1 PdqUIdAON
vL8T6090 HY
SINTIWINOD DI'Td0d O.L ASNOISTY ANV AIVININNS



7Jo g93eg

pasualayal ‘g 1ydeld jo g1 oporue
01 12[qns are sueyd ssepd 1ey) U)X
oy of  s3uumey onagnd [euuoy
ysnouyy sisnewr Supes ur spedonied
0} sdnoid  Jowmsuoo  jrued
0} spuoyt Ajuo goi  uonisodoag
Yl UORISSSE S 12 O[OV
A $22I3BSIp S JOUOISSIIULIO.)
oyl Suueoy reuuoj e oy toud Jumy
aje1 Buipuad v Jo [earIpyILM oY1 10]
reaordde Joud ammbar o3 Auoyine
sJeuolssiIwo))  aUgp @ 10adsar
[ ‘Dadns JUSTLIOD S, 70 §2 DOV
0] osuodsar s,juouniedsqy oy ‘2ag

£q pauwroprad aq [[la UOTOUNJ MIIADI
uonprordde o1 oy jEy SpUaIUI
€01 vonisodord 1ey; pojusUNUL) ‘o
2 DIOV ipusuioivn A JIJOS/THY
ur Buinl umos Jouadns ay) se [[om se
uopsoddo syt yo woddns ur seses 1nog
pauo v ja DIOY Ao Suipasoord
Juuesy oI 0’98  uonoos
B Ul uonusAtaul yInosy edonied
0} swpwnsued  syuad  (B)QI[9%]
‘suoneonidde  ojer o1 soSuojeyd
01 193dSaI WM 1BYL T8 ST O] 1981
OID ey st uomisod s Ansnpu
SY) e} PAUSWWOd 0 12 IOV

a Jo poddns ur ouoIssIuuoyy oy Aq

PR1I0 9880 S} JO UOU JRY} PITUOTIIOD |

os[e “7p 12 DIDY  ‘suonemSar Fupsixs
1 Ul pajosyer se omis jey Jo
uopeoidde Surpueis-Suof s jusunredaq
oy osreadr Apperdwos pue 11981

TOND3S DD Yim 0IJuod Aoy tey w

[ymefun are vondope pue SUSUPUSWIER
pesodord oy pue  sownsuod 1o
aJo1 213 03 paredwos se ssa001d morAsl
uonedfidde o1m1 ) Ul IDUOISSIUNLIO.)

oy pue yswedac] o3 Jo ool rodoid

o swudl suonepnSar pasodord ot
1 A[[eUad pojusunuod ‘w12 IOV

2 'DIDV

SiuRWRINbAI ¢ 1701 D0
oyl woly jounsip pur operedos s

plepuejs  GONNGLUUOY [enURISQNS,,
SOU'1981  DID ‘asoddeu
St JwswnSe  oswyy (perousd
Kowiome opand) ¢'1701 dDD O
juensind Jydnos so9y sAowione wo
pouIy ased S, udadapy o) ‘IDASMOL]
'S99 s Aowone o1 ySu B w
1S2ISIUI D[qRZIUT00 OU SBY JOUIAIIII
ue jey vonwsodord oy 103 (9007)
€T b [BD 68 ‘dT7 Sudniapy
o SyB1y dipgosiq 1of SUDILAOSID)
S0 wWIe delS  JUSUWNUOD S
3o yoddns uf ‘pudns ‘ansst fuoyine
Y U0 JUBWWOd S0 12 DOV
0} osuodsar s juswpedac] oy “aag

‘(uonesuaduwoo LopooApe
Ioyo 10) s93) s Aswione o) y3u
9IqEZIUTOD © 0ABY 10U O SIOUSAIDY
JeY)  IOUNNJ  POJUSUNIOO ULE] RIS
‘{203 ST} O] JUDIAIOSNS TOPOUN] MOIADI
ojer ot} Supjemn pue ‘sdnoid Isumsuod
0} Asuow Fuiked Jo oanssiqo Arwmd
€ UM WNSAS ® 0Ju1 11 Supjew wsis
amuo oy Joisip pmom  [01°1981
OID o1 juensind uwonesusdwioo  10]
parmbar | Juwipaaoord,, oy Suneurume
Aqaioyy  pue  Supescord  eumioj
B 10] peou Ay Bugeaqo ‘mopmordde
aer Jupusd © meIpym A[[RIojeun
slotes  waym  Suise]  wopqosd
«Ssouure],, paarsotad ayy 9Aj0s 01 wonoR
[E33]]1 pue dnSeIp S ISUOISSHUIIO)) oY [,

wieg 9

LANAWNWOD OL ASNOJSHY

S HDNVENSNY 40 INTWLAVIAQ

9007 ‘€1 12qUIAAON
PLT6090 HY

LNTWWOD) TYHO 40 AAVIAINAS

INTINOD NILIDIAA 20 AUVININAS

SINTWINOD DI'TINd OL ASNOISHY ANV AUVINIANS

HALNAWINOD



730 6 98eg

a8 4ad ‘suoneziue3Io A0BOOADE
U0 Juuwsq Ou Sey UOISIOAP AT
‘wopouny e wnoyad 01 uvoneiodios
10 wosiad  oeand e Knuop
JouuEd 3AuenIul ue jeyy punoid oy
uo ((9)01°1981) £01 uonisodoig jo
uoisiaoxd [RRIBLIO UB POIOAJS 1NOD
uanfipyy oyy opsoddeur o Fuyna
uLwfivyy oy jo noje ung uondope
pue syuowpuswe pasodoid oy jeys
JUSWIWOD 5, /7 12 DIDV (SH01 "d 38
6701 b TeD € (P00T) pusun.ing
‘A uin,f 2)018) | s50001d Suipes-ore,,
oyl ur ‘Ajerousd ospe jnq ‘Suimoy
[PULIO] B JO IXOWUO0 2y} Ul AJuo
jou nonrdnred siyqnd 107 Surmore
se suoisiaold s ¢t womsodoig o
POLIBJAX 108 Ul 9ARY SHNOO 2y} 18]
S[BSAD1 SoseO PINIo o Jo Surpwax
WO[d B ‘Issccrol  uopeordde
el poly ® Jo moaiaal Fuueoy-oxd
e 1 woneddnied swmsuos apnyaid
uomsoddo s)1 ur ‘w12 DOV Aq
pato sased oyp Jo auoN ‘sueld sseo
Jpnjoul o1 suope[ndor oy} puswe
01 ¢0i uonisodoiy jo adoos o
pue Auoyne s JouoISSIUNUOY) oy
UIpIM S131°01°[9]] Uonaas DID £q

wanfjoD) U 3urpnd § 1nod oy
Jo uonejota ur uoneziueSio Lovooape
ug 0] QAlRIUOSoIdol IOWINSuon
9 seleAdpd  ssaooid  [moraal]
uoyeorjdde oy e ur Aued e se jou
01 13U oY) sdnord oumsuos Suialg
pug souemsu] Jo jusumaeda oy

“Kotjod orjgnd ou sajejora
uoneynuy yons jpyy pue uonesuadwos
uieqo 0} Aqe SIOUINSUOD
uo sy oyoads popusjur yorgm ‘g0
uonsodold Yim 101[Fuos  suonemiar
posodoxd oy jeyy Ioyung payuswItion
1P 32 DIDV 0T 1981 DID o adoss ap
urga suerd ssepd opnyour Apngmerun
pue uopeondde o Jo [emeIpyim
a1 jo  raoxdde s ssuorssnuuor)
A apnpour Aewr uonesidde oymr oy
uo uots1oap,, # ety opraoid Apadosdun
.gupaasord, e  jpesit  uoneoydde
oler oy Supyewr Appanoope ‘Guuesy
g 10] jsenbor v uodn saouswrod
«Buipascord,, e jeyp Suigsiqeise £q
() pue ()01°1981 Jo adoss oy puedxa
Alnymepun sjuswipustue  pasodord
AUl je) DUMYY PRUSWITICd Yo 12
OIOV Buwmoy onqnd e yFnonp siapew
3uner ur sledodored 01 sdnosd ownsuos
juxad o spusyur Afuo g1 wonisodoi
1eY}  QIBOIPUL  S95BD 9S50V  ‘AIBRIIUOD
o4 01 ey pus oseqd moras1 uoyeoijdde
o1er o) wr aedivnzed o3 poSemosus
2q pinoys sdnoi8 iowmsuoo jeyy o1ess
uondope pue syESWpUSWIL pasodoid

(pauod) v 12 HIDV

JNAWWOD OL ASNOISHY
SHONVUASNY A0 INFWLAVLAQ

9007 ‘€1 IqiuaAoN
¥L8Z76090 Y

ANFIANC) TVE( 40 AUVINNNY

INFWIWO)D) NILLIMAA A0 AAVININNE

SINFWINOD DI'T740d OL ASNOJSHI ANV AUVINIAAS

HAINIWWOD



Z10 o1 #8eg

Aeti Iawmsuoo v gorym ur , Juipssoosd,
S Jel 9JROIPUL [[B UOSIOAP puUE
P10 ‘sSomim ‘AOBOOADE SULI] Y] JO
30TOYD SIB10A OU) JBY) PUB MIIADT OJRI B
ul papiojye st uey $sad01d [ewo) a1ow
e sojowdp  Jurpeasord,, jo Suuesw
uiejd oy Jeyy sy paymswuos b
12 DIOV " PUSAISIUL, UBO Ao} UoIgMm
ul 10 jeniul, ued SIDWASHOD [IIgm
Supeaooid B st morass  uopeordde
del  eunoyul ue ey erdweiuos
08 So0p UMM ([']98F UOI0SS

(13

‘M31a91 Burreay-oxd apnpour M I01FUOD Ul s justupuatur pasodoxd
op Supsaooid, Jo  uommyap SIQE  ‘yons s pue  uonesusduwiod
suonendai oy puedxs 01 Huoyne UIRIQ0  UBOD  SISWINSUOD  yomm Ul
$ JOUOISSILIIO)) 3y} JO anss! oy _ gurpaaoord v ssoooxd maiass uoneordde
U0 ‘padng ‘SHRWWOD §,70 12 [V S1el oy} sa¥ew (Y)['7997 uOBIeS
01 osuodsar s yuounaedaq oy ‘@ag _ pasodoxd 1oy pojuswiwion o 1z DOV WDV

‘011981 Pue 0 1981
suondas  jo asodind pue  oFen3ue;

Alomngels oy M JUOISISUOD ST puw
(VAV) 10V $2mpoeoo1d sARRLSIupy
Y} I9pun pajonpued Furiesy ojel feuLIo]
B W synsar Juipadoord oyl royqieym
Jo ssolpredar ‘po[y st Suuesy o]
uonped v usym pejenrur st Suipessoid
eI B 1Bl AJUR[D 0]  AIRSSoodu
JUAWLUOD $ DL Q1L SUOKOYS  9S9Yl 0]  SJUSWIpUSLIE
Wis  smouod  juosuniedey  eqy pesodoxd o ey poyuswuos WL UDILA

INAWHNOD OL ASNOJSTY :
SCHINVENSNE A0 INTINLA VLA ANFAWOD) TVE(Q 40 AAVININS INTWWOY NIHLLIMAA A0 AAVININS HLLNTAWNOTY

900T ‘€1 JoqUIBAON
¥L8T6090 HY :
SINHIWINOD DI'190d O ASNOJISTY ANV AAVINIANS



7Jo [ 23eq

"HOISN[OUOD SIY} IOIPEHUOD
uondope pue sjusuipuswe pasodoxd oy
Jo poddns ur BUOISSIIIUIO]) 2y AQ pajlo
$OSBD BIWLIOJI[B) oY) JO 2UOU jey} pue
Fuiresy 23el © st uonedioned 1swnsuos
oy onuwoar opudordde oy ey
sopejduojuoo  Ajiespo pue  uwoneondde
28l B JO MIASI § JOUOISSIEUNIO) )
0} Sunepl sjuswannbal oY [uoy s1es
SO'TI981 OID e Ieypmy pojuawaiod
“p 12 DIV Suwpssscord L1ojesipnipe
[BULIOJ TRJIUIS 10 SULIBDY ® §1 ‘QUoAINUI

(puo0d) v 12 ‘DIOV

INAWIWO)) OL ASNOSTY
S, ADINVUNSNT 40 INTWLAVIAG

900T "€ 19qUIBAON
PLET6090 HY

INTWIO)) TVEQ 40 AAVININAS

INTWINOI NLLLINAA 40 AYVININAS

SINIIWKNOD DI'TINd O.L ISNOJSTY ANV AHAVINIANS

YALNTWINO))



730 71 odeg

‘woyeoydde
ueid ssep ® wo Supesy ® puwwop Io
1sonba1 01 szswmsuos ymad sgopengai
A Iou OpO)) SOURINSU] oY) IOYISU
BY) pAJuSUnUOd OS]e ‘7P 12 DOV
"TOT9R] wonoss NID o3 wensind pafiy
aIe goym ‘suerd ssepo jou pue ¢ 1991
uonas DD 01 Juensmd pafi dle YOIgM
‘saopeorjdde  ojRl UM UOLOOTUOD
ur  A[uo  Ade0oApe 10  lesuaduiod
0} SmIMsul samnbol (11981 UORORs
D10 emeym  Surposoord uepd ssepy 1o

‘suonendal ol v 03 Aited v owooeq puw susasatul,,
Iousarqul sl ur suerd  ssep 03 sioumsuod Fummuiod Aq  suepd
01 Iojar Apeoyoads oy Auogne SSB[O JoInsul o] so[nr  uonesuaduwiod
8 IOUOISSIIWOY) oY) JO onssp oy lwnsuod oy Ajdde  Appadoxdun
0o ‘DAdns SWUBWWOD 5,10 12 DIV £'1997 uonses YD) 01 SuAWpusuL
03 osuodsar s juounedacy oy ‘9ag pasodold Jer) pajustod v 12 DV WDV

‘€01 vonisodold 8210Jus 0} s1aRW

Ul JueAmul 0 YU JeUOnIpuOsUn

ue 103 sopraoxd  gogm  ‘oymms

oyl 03 suoneindal S wWHOUOd 0]

U0 § WL ATBSSO09U SI BONOAS SI) 0} JUSWIPUAUL

Qs smouod  juatuireday oy pesodord o jeyr pajuLWIWIos YOHLI AR ]

INTWIOD) OL ESNOISTY
S ADNVANSNT 40 INIWLAVA( LNAWIWO)) TVH() 40 AAYININS INFWIWO)) NALLRAA 40 AYVIAINAS FALNAWIWO))

9007 "€1 12qUIDAON
PL8T6090 HY
SINIWINOD DI'T4Nd OL ASNOJISTI ANV AYVININNS



T30 ¢l 9%y

AU} IOpuIl SUILIqO JBY} NSl Iigjun ue MeIpyIM 0) jeacidde toud ureigo o)
oy mo syurod Jurna  savuep a8png sIosur Fulimbal £q |, UOISIOAp,, B 918010
JUSLINDOP  JUC Ul PAUIGUIOD  3q 01 Jundwone S| IOUOISSIUIO?) oY} T8y)
Aew {14 ® puw J1d © ey Suptaoxd PRJUSWIWIOD OS[e “/p 22 DDV sseoord
Aq onsst sy ssoIppe  uope[ndal MOIADL dJBl oY) Suunp  SUOISSHOSIP
oyl o} syudwpudwie  pasodoxd JeULOJuI WOy  )nsal  AjqruOSEod
oYL 'PONSSI  sem S)LRUI o) ued | I9p10,, 10 UOISIDAp,, Ou  pue
U0 UOISIep ou qhsal v Y (1Ld) uontsod sy Jo poddns ur oouopias pue
JudAIN O] uopnsd oy Jo juwid siuotundie jusserd 01 J[ge ST OpIs (oBS
s justnieda(] ay; o3 Joud possuusIp yorga Ut 3urpasooid [BLIESIOADE UR 1T
JLd SUl PUBR  UMBIDIIIM  Sem OpPW UOLBUIULIRISD B 0] SIOJoI A[Ies[d
woneoiidde oy ing ‘Suny QIIDS : OIgM pug | SILDW U} UO UOISIOSp,,
o) U0 (JLd) Surmsl] 10I UOnLd ® ® oimbar o1 aymers oy pojerdioar
P3Ii} PBY S3]BO0ADE ISWINSUOY) "S108] aaey SHNOO Ay asmedaq (Q)O1 1981
S0} paputy ST INew Frd S/ THY DID W4 SPIIUeS (2)9°¢597  UOnDS
o w Zuynt s uno) forpdng ayg pesodoid jey} pauBUIIIODd B 12 OV 12 DIV
Q0171981

UOND3s J0 SUTUEIL SY) ULYIim  HOISIP,

0 I0pIO, UB  SSIMNSU0D  AJIRO

uoneoijdde s meIpYIM  ©0) JoImsul

ue  JWmO[je  IOPIO S JOUOISSHUUION

ali) ey pue [emBIPUHM

s Joinsut a3 o3 Joud pawoped

Aodeooape  Aue  10]  uonssuadwod

0] 9[qiSHe 10U ST ISWINSUOD

® Jey) ondiw 0) SISeq © SB [RAEIPHIM

$11 Suisn woyy Jamsur ue jusasid o)

JUAUIHOD S DL AIBSS300U S1 UONDIS SIY} 0} JUSWPUSIIE
s smouoe  juowndeds( oyl pasodord g1 ey poULWWOd YL

9'¢597 NOLLOHS MDD OL SINA

INBWIWOD) OL ASNOLSTY
S ADNVHASNT 40 INHIWLY VL] LNTWING) TVHO 40 KHVINANGS INIWWO D NALLIMAA 40 AMYINANS HAINTNNO )

9007 ¢ 1 19qUIDAON
876090 HY
SINTIWIAOD OI'140d OL ASNOJISTH ANV XA VIAIANS



7Jo ¢] 98eg

ST yoigm  ‘onsst  ojeiedas
81 uoyesuadwos 01 ponipuL a10o10M]
SI  puUB  UONNQLHUOD  [BRULISqns
B OPEW SBY IOUSAIDIUI 21 10U JO
RWsYA, Sut]y o1e1 e Jo uonisodsip
10 SIudU0d Ay JO IXIU0D
oyt wr | UONNQILUUOd  [enuBisSqus,,
3ulAP JOU Op suoneIAL OUIAIOIU

ey o1 juensing  (B)G( 19K UOLOS
OID JO PIBpURIS O} 195U JOU S0P o8I
pasodoid ® jety sousisyw ue ytad jou
S0P e[ OU} ‘FuLBAY B ST Q1Y) SSAU)
‘uonem3sr 4q wonduwmnsaid Supurq e
apew oq jouues vondunsse ey} ‘1EW
[BUOTIISUOD ' SB INg  ‘UMBIPYMNM
st uopeordde ojer oy woym oijqnd

o) pue (11981 DID uwoneordde oYl $ygousq sojer 1o)-paidde sy Jo
a  Jo moraar  sguotniedac] spoadse 01 Funosfqo July s, I0UAIITI
o Surpedar  spOB] UMD oaneind  ®  JRp  Yons  ‘OAISSOOXD

‘oiendordde. ;1 ‘pinom Suumeoy
v 01 roud uoneondde w1 e Jo
Buisodsip wOISIOp §IOUOISSHUWON)

oy, " DAISSAOND [o10m] uo sajerado uonender oy 1wy seyLng
sajel 101-parjdde a3 jey; uoisswape pauswwos  wue Aw)g | cAmjpoue
ue [Jjenba, pinom sjmdwpULWE 2Q pPInoys Jeyl woisAs Ayl Jo 1oadse
pasodoad ay 01 juensind u® JOARJ 01, I0pIO Ul WsAs A10je(ndal

uoneolidde 2jei ® JO [RMBIPUYILM
Aue ety suosse AD021Iooul wie]
211§ pue “apraoid jou op suonendar
aup ‘padns  ‘onsst  Kjuoypng
Yl U0 JUAWIOD S P 12 DDV

9q prnom soer Jof-paidde oy 1B
uolssttupe ue spenbo uonworndde oei
B JO [emBIpUiim Aue jey) uondunsse ay)

9Jel 2[OYM Y1 SPOISIP 1 ISNEII UONOE
Ajomm3or posodoxd o Jo | joodse
1810/, 91 ST 11 Jeyy) pue woneodde ayer
B meIpyIM 0] [raoidde Joud axmbar o
yudwpustue pasodord sip 107 Ainogne

oy asuodsar s Jusunteda(] oy “9ag OU ST 012U} JBY) PAIUSLUTIOD UL 2IRIS uLIeg j 312§
"UONRTLS SIE APAUUDY [1Im
uognidope pue sjuswpuswe posodoid
oul Sumeay e o1 sound Suyy ‘MBIpYIM 0] 359nbal
pandsip ayy smespyim A[[eiorepun sJomsul 9yl o) esuodser, e oy o1
foured v usym suoieindar 3unsixs spoumsuod Suimofe £q pue woywordde  (pJued)yw 12 “H1HV
JNIKIWO OL 4SNOLSTY
SAINVUASNT 40 INTINLAV LA INIWHNOD) TYHQ A0 AYVINNAS INEWNOD NLLLIYAA 40 AUVIWINAS HALNTAWOD

9007 ‘€1 19quaA0N
PL8T6090 HY :
SINFHINOD D1T9Nd OL ASNOISTH ANV AYVINIANS



730 g1 98y

JUIUOD
SI Yia smouod juowniedac] oy,

‘Furpeasord v ur  Surusatou,,
ST 1B} suo 01 uonIppe ul Suipasvord
e Sunenmr, suo £q 1oy pardde oq Kew
011981 DID 03 juensind uonesuadwon
1Ryl AJLIR[O SUONDAS 253} O} JUsWIpUawe

pasodoid oy te pajuswIon YO L4

7997 ANV £7997

"SIEAWNOOP
Junuoddns pue  uonesusdwo))
107 1sonboy SIOUDAIOII

a3y uodn poseq I0SIAPY  Olgny
sauouneda oy Aq  paurumreep

‘feao1dde sanensmanupe
10y opsmbamid  Auomne oy
spiey snyl pue ssasord anp Jo sopdound
JO WDISAS AI0IN3eIS U1 (AM DO[IOUO0Al
5q jouuwd (Q)OI'1981 uwomoss DI
Jo Sumeawl oy UM UONNGIHUOD
[eyumsqns,, e s[enbs  [EMEBIPIIM
Aue ey uondumsse oyl 'R0'1981
uonoss HIn 1d  ‘Fupsdooid oy
ug noyum [eaorddesip ou oq ues atoyy
“Buttesy v [[ea 10 uonesydde ue saoidde
AJuo Aewl ISUOISSITUIO)) oY) ‘HONOdS

{p.uod) waey elg

INTAINOD) 0L ASNOISTY
S ADNVUASNT 0 INTIWLEVIA(]

900T €1 10qURAON
PL3T6090 HY

ANBNIOD) TVIQ 0 RAVINNS

INTININOD) NALLINAA 4O AMVIALS

SINANINGD DI'Td2d OL ASNOJSTY ANV AUAVIAINNS

HILNAWNWO}



EXHIBIT 5




STATE OF CALIFORNIA - 7 ohn Garamendi, Insurance Commissioner

DEPARTMENT OF INSURANCE
RATE REGULATION BRANCH

300 SOUTH SPRING STREET

Los ANGELES, CA 20013
Www.insurance.ca.gov

January 26, 2007

FARMERS INSURANCE GROUP
Atm.:  Lynne Wehmueller

4700 Wilshire Boulevard

Los Angeles, CA 90010

RE: APPROVAL OF APPLICATION

FARMERS INSURANCE GROUP has submitted the following applications for approval regarding the following line of
business or program:

CD1 App. Nofs).: 06-8851, Farmers Insurance Exchange
06-8852, Fire Insurance Exchange

Line(s) of Insurance: Homeowners

Program: -

% Rate Change Approved; -18.0%

Only the change(s) specifically indicated in the application set forth above, as it may have been amended, is (are} approved.

Nothing in this letter shall constitate approval of any other application, whether incorporated by reference, or filed prior or
subsequent to the application set forth above. FARMERS INSURANCE GROUP shall begin issuing policies pursuant
to this approval within 90 days of the date of this approval, provided that the insurer is licensed in California to transact
the line of insurance for which the approval is given. FARMERS INSURANCE GROUP may implement this approval
earlier ifit is able to do so. Regardless of the implementation date, the insurer shall implement this approval with the same
effective date for both new and renewal business and shall offer this product to all eligible applicants as of the
mnplementation date. This approval shall continue to have fall force and effect until such time as a subsequent change for
the referenced lines or programs may be approved or ordered by the Insurance Commissioner.

If the approved rate change is different than originally submitted, please be reminded that you must submit copies of rate
pages at the approved level within 30 days.

If any portion of the application or related documentation conflicts with California law, that postion is specifically not
approved. This approval does not constitute an approval of underwriting guidelines nor the specific language, coverages,
terms, covenants and conditions contained in any forms, or of the forms themselves. Policy forms and underwriting
guidelines included in this filing were reviewed only insofar as they relate to rates contained in this filing or currently on
file with the California Department of Insurance. Any subsequent changes to underwriting guidelines or coverages, terms,
covenants and conditions contained in any forms must be submitted with supporting documentation when those changes
result in any rating impact. The Commissioner may at any time take any action aliowed by law if he determines that any
underwriting guidelines, forms or procedures for application of rates, or any other portions of the application conflict with
any applicable laws or regulations.

In consideration of this approval, Farmers Insurance Group has agreed to refile its rates for the above line of
insurance with the Insurance Commissioner not later than January 25", 2008.

Sincerely,

Philip M. Pratt, CPCU
Chief, Rate Filing Bureau — Los Angeles
(213) 340-6686
prattp{@insurance.ca.gov
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BEFORE THE INSURANCE COMMISSIONER
OF THE STATE OF CALIFORNIA

In the Matter of the Rate Application of File No. PA04039736

American Casualty Company of

Reading, Pennsylvania, | ] D} ORDER

Applicant

ORDER ADOPTING PROPOSED STIPULATION

The Stipulation and Request for Order, filed in this matter by the American Casualty
Company of Reading, Pennsylvania (the “Applicant”), The Foundation for Taxpayer and
Consumer Rights (the “lntervenorl”), and the Department of Insurance of the State of California
(the “Department”) has been considered by the Califorma Insurance Commissioner (the
“Commissioner”). The terms of the settlement mchude, among other things, a 9.5% rate increase
for the Applicant, and a requirement that the Applicant provide refunds to all insureds who
previously paid premiums increased by 14.9% as a result of the Department's October 20, 2004

approval of the Applicant's rate application at that amount.” For the reasons stated below, the

' On December 31, 2004, the Commissioner ruled that the Intervenor had raised issues relevant
to the Application and granted Intervenor's Request to Intervene.

? The October 20, 2004 approval was the subject of a request for reconsideration filed by the
Intervenor. After that request for reconsideration was granted, the parties met and conferred,
ultimately agreeing to a 9.5% increase in lieu of the 14.9% increase previously granted.
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Request for Order in the above-entitled matter is granted, and the terms of the Stipulation are
accepted.
DISCUSSION
The parties have submitted declarations in support of the settlement from Eric Johnson,
Senior Casualty Actuary for the Department, Allan Schwartz, the consulting actuary for the
Intervenor, Sharon K. Robinson, Vice President and Actuary for the Applicant, Daniel M.

Goodell, attorney for the Dep-artment, Robert Hoffman, of Sonnenschein Nath and Rosenthal

LLP, attorney for Applicant, and Lawrence Markey, Ir., attorney for Intervenor. The

declarations support the conclusion that the Settlement results in reasonable rates that comply
with California law, including Proposition 103, and that the Settlement represents a reasonable
and fair resolution of this matter. |

For all the reasons discussed above and based on the facts set forth in the Settlement
Stipulation and supporting declarations submitted without objection, the settlement, taken as a
whole, 1s fundamentally fair, adequate, reascnable, and in the interests of justice.

Accordingly, the Commissioner accepts the attached Settlement Stipulation of the

parties, and adopts it by way of this Order.

ORDER
The Commissioner finds that the Settlement Stipulation renders the basis for a hearing in
this matter moot. For this reason, the Petitioner’s request for hearing in this matter IS DENIED.
IT IS FURTHER ORDERED that ihe terms of the settlement stipulation are adopted as

the order of the Commissioner.

Dated: ‘7// 7, / , 2005
[/

HN GA MME%I" “’ ’
laliformia Insurance Commissioner

27210786\ -1




DECLARATION OF SERVICE
BY MAIL

In the Matter of the Application of

)
)
)
AMERICAN CASUALTY COMPANY OF )  File No. PA04039736
READING, PENNSYLVANIA, )

)

)

Applicant.

[ am over the age of 18 years, and not a party to this cause.

I am an employee at the Department of Insurance, State of California, employed at 45 Fremont
Street, 21st Floor, San Francisco, CA 94105,

On September 21, 2005, at San Francisco, California, I sealed into an envelope and deposited in the
United States mail, postage there upon fully prepaid, true copies of the following documents in the
above entitled matter; the original, or a true copy, of each document served is attached hereto; said
copies were addressed as follows:

C ORDER AND DECLARATION OF SERVICE were mailed to:

Pameia Pressley BY CERTIFIED MAIL
'The Foundation For Taxpayer & #7004 0510 0001 4964 6229
Consumer Rights AND BY FACSIMILE

1750 Ocean Park Blvd., #200
Santa Monica, CA 90405-4938

Robert Hoffman, Esq. BY CERTIFIED MAIL
Sonnenschein, Nath & Rosenthal, TLP #7002 0510 0001 4964 6236
685 Market Street, 6™ Floor

San Francisco, CA 94105

Dan Goodell, Esq. BY HAND DELIVERED
California Dept. of Insurance

Legal Division, Rate Enforcement Bureau

45 Fremont Street, 21% Floor

San Francisco, CA 94105

I declare under penalty of perjury that the foregoing is true and correct.

Executed on September 21, 2005, at San Francisco, California.

Declarant
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BEFORE THE INSURANCE COMMISSIONER
OF THE STATE OF CALIFORNIA

In the Matter of the Rate Application of File No. PA04039736
American Casualty Company of STIPULATION AND REQUEST FOR
Reading, Pennsylvania, ORDER ‘
Applicant.

The American Casualty Co. of Reading, Pennsylvania (the "Applicant"), the Foundation
for Taxpayer and Consumer Rights (the "Petitioner™), and the Department of Insurance of the

State of California {the “Department™), stipulate as set forth herein.

RECITALS
Al The Applicant is licensed by the Department to conduct business in various lines
of imsurance in California. |
B. On June 21, 2004, the Department received medical malpractice insurance rate

application #04-4692 (the "Application") from the Applicant, seeking a rate increase of 27.7%.
C. The Applicant's 2003 California written premium for the medical malpractice
line was $9,047,193. The Applicant’s total 2003 California wriiten premium for all lines
combined was $133,839,063.
D. The Application is subject to CIC §1861.05. On August 16, 2004, pursuant o

§1861.05, the Petitioner filed a timely petition for hearing regarding the Application.

-1-
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E. ‘The Applicant subsequently amended the Application to seek a rate increase of
14.9% and, on October 20, 2005, the Department approved the amended Application. The
Petitioner objected to the 14.9% increase and filed a request for reconsideration with the
California Insurance Commissioner (the “Comuussioner™).

E. On January 20, 2005, the Commissioner issued a Decision Granting Request for
Reconsideration of Decision Denying Petition for Hearing in this matter (the Decision to
Reconsider). In the Decision to Reconsider, the Commissioner ordered the parties to meet and
confer regarding the appropriate rates that were the subject of the Application.

G. After the Commissioner issued the Decision to Reconsider, the parties met and
conferred on multiple occasions and the Applicant provided additional data, meluding data
related to the loss development calculations. The parties have discussed the implications of the
additional data and the appropriate rates that were the subject of the Application. The latest
meeting occurred on July 6, 2005,

H. At the conclusion of the meeting on July 6, 2005, the parties reached an
agreement to settle ali their differences regarding the Application in a manner that is consistent
with applicable California law, including Proposition 103 as set forth in this stipulation. The

parties ask the Commissioner to adopt the terms of this settlement stipulation.

STIPULATION

1. This stipulation represents the complete and final settlement that resolves all
1ssues between the parties regarding tine Application.

2. The Applicant will issue refunds to insureds of any and ail amounts charged as a
result of the approved 14.9% rate increase.

3. [f the Commissioner adopts the terms of this stipulation, the Applicant will
amend the rate Application to comply with the Commissioner's order by filing three copies of
cach of the CARA2, Exhibit 21, Exhibit 22 and the rate manual implementing the changes with
the Rate Filing Bureau in San Francisco.

4. The Applicant will implement the 9.5% rate increase prospectively as soon as

Applicant is reasonably able after the Cormmissioner executes the order approving this

2.
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stipulation. The 9.5% rate increase will not apply retroactively.

5. The Petitioner qualifies as an intervenor in this matter, eligible to seek
compensation pursuant to Title 10, California Code of Regulations, sections 266_1 et seq.
However, this stipulation does not include any agreement regarding Petitioner's entitlement to
compensation under sections 2662.5, et seq.

6. Having settled this matter through this stipulation, Petitioner hereby withdraws
its Petition for Hearing:

7. This stipulation is made solely for the purpose of reaching a COmMpromise among
the parties to this proceeding. Adoption of the terms of this stipulation by the Commissioner
does not constitute approval of, or precedent regarding, any principle, issue or interpretation of
law. Discussions, admissions, concessions or offers to stipulate or settle, made by any party in
negotiating this stipulated settlement, are confidential and are not discoverable or admissible for
any purpose in any proceeding.

8. The Commissioner retains jurisdiction to ensure that the parties comply with the

provisions and terms of this stipulation and the order requested thereon.

Dated: 1}{ J/ ] ,2005 = AMERICAN CASUALTY COMPANY OF
READING, PENNSYLVANIA, APPLICANT

By //7% 7 ké//{/kf”/a/&

J#dn K Fleischner
Vlce President (Global Specialty Lines)

Dated: f=¢z,éz4/ 28 . 2005 F(zﬁmDATIONmR TAXPAYER AND
CONSUMER RIGHTS, PETITIONER

By Pﬂmﬂm&//f? /,z,é/j&( Tty
e / -

PAmela Pressley
Counsel for Petitioner

T
Dated: WY QG}/ ,2005  CALIFORNIA DEPARTMENT OF INSURANCE

Bryant Henley
Staff Counsel -

3-
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BEFORE THE INSURANCE COMMISSIONER
OF THE STATE OF CALIFORNIA

In the Matter of the Rate Application of File No. PA05045074
The Medical Protective Company, DECISION GRANTING IN PART AND
DENYING IN PART THE FOUNDATION
. Applicant. FOR TAXPAYERS AND CONSUMERS
RIGHTS' PETITION FOR HEARING AND
PETITION TO INTERVENE

The Petition for Hearing and Petition to Intervene, filed in this matter by the Foundation
for Taxpayer and Consumer Rights ("Petitioner"), has been considered by the Commissioner. For

the reasons stated below the Petition to intervene is granted and the Petition for hearing is denied.

I FACTUAL SUMMARY

On February 17, 2005, the Department of Insurance ("Department”) received the
following rate application (the "Application") from The Medical Protective Company (the
"Applicant") seeking a rate increase of 14.5%.

RFB Apn. Nof( s). Applicant File No(s). Line(s) of Insurance

05-1776 05-CA-37 Medical Malpractice

The Application is subject to California Insurance Code §1861.05. On March 4, 2005,

pursuant to §1861.05, the Department notified the public of the Application. On April 18, 2005
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the Commissioner received Petitioner's timely Petition for Hearing and Petition to Intervene
regarding the Application (the "Petition™).

The statutory sixty-day "deemed approved” date for the Application, set forth in
California Insurance Code §1861.05(c), was May 3, 2005. On May 2, 2005 the Department
received a letter by facsimile from Applicant, waiving the "deemed approved” dates in
§1861.05(c). The decision in this case is based upon the Application, the Petition, and officially

noticeable information as set forth in the decision.
. ANALYSIS

“While companies remain free to formulate their rates under any methodology, the
Commisstoner’s review of those rates must use a single, consistent methodology.” (Cal. Code
Regs., tit. 10, § 2643.1.) The consistent methodology that the Commissioner applies to rate
applications is the formula set forth in Title 10, California Code of Regulations, section 2642.1 et
seq. Where the formula requires a generic factor that has not been promulgated by the
Commissioner, values are selected on a case-by-case basis, using generally accepted actuarial -
principles and standards of reasonableness. |

Applicant’s loss and AL AF trend factors

Petitioner objected that the Applicant originally used an annual loss and ALAE trend of 7
percent base& upon a rate application filed by The Doctors' Company in 2003 (No. 03-6211) even
though a more recent filing by The Doctors’ Company (No. 04-8658) used a lower annual trend
of 5.5% which was subsequently lowered to 2.6%.

The Department revised Applicant’s annual trend down to 5%. A trend of 5% is
reasonable for Applicant in this case and is also consistent with the Commissioner's August 31,
2004 order on The Medical Protective Company's prior rate application No. 04-1231, File No.
PA04036735 (hereafter "the PA04036735 order™).

Applicant’s loss development methodolosy

The Petitioner objected that Applicant’s loss development value was excessive and

otherwise flawed. The Applicant used countrywide loss and ALAE loss data to calculate the loss

-2
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and ALAE development factors with an adjustment to reflect the expected impact from
California’s Medical Tnjury Compensation Reform Act of 1975 (MICRA), which limits damages
in medical malpractice claims. The Petitioner objected to the methodology used to apply the 80
percent adjustment. The Applicant revised the Application so that the 80 percent adjustment is
applied to the individual link ratios. This is also consistent with the PA04036735 order.

‘The Department evaluated the revised application loss data as of December 31,2004.

Applicant’s death, disability and retirement ("DD&R™) load

The Petitioner objected to the Applicant’'s DD&R load of 6%. The Department revised the
DD&R load to 3.5 percent. This was reasonable and consistent with the PA04036735 order.

Applicant's target operating return

The Petitioner objected to the Applicant's target operating return of 9.8% and asserled that

- 7.0% would be consistent with past practices and actuarially unsound.

The Department revised the target operating return to 7 percent which is reasonable and
consistent with the PA04036735 order. This calculation is also consistent with the
Commissioner's August 22, 2003 decision in Tn The Matier of the Rate Applications of American
Healthcare Indemmnity and SCPIE Indemnity Company, File No. PA-02025379.

Applicant’s investment rate of refurn

The Petitioner objected that Applicant's proffered investment rate of return of 3.5% was
inadequate and not consistent with reasonable actuarial and economic practices.

The Department increased the investment rate of return to 4.15 percent based on the
formula set forth at 10 CCR § 2644.19 and using Applicant’s 2004 Annual Statement data.

The F ederal Income Tax rate used in the revised calculation is 19 percent based on the.
formula set forth at 10 CCR § 2644.18.

Applicant's complement of credibility/pure premium trend

The Petitioner objected to Applicant's use of the Doctors' Company as the basis for the
complement of credibility instead of using the pure premium trend. The Department revised the
figure to 5 percent pure premium trend. This is also consistent with the PAO40G36735 order.

The Department has considered all of the factors and issues raised by the Petitioner and

-3
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has thoroughly reviewed the Application. Based on this review, including the above analysis, the
Department has concluded that a rate increase of 7.1% is justifiable under the applicable laws.
Applicant has amended its rate application to seek an overall increase of 7.1%. Petitioner does

not agree and has indicated that it believes that a 7.1% increase is excessive.

TIL CONCLUSION

In response to the issues raised with reépect to the rate Application, Applicant has
amended its rate application to seek an overall rate increase of 7.1%. Based on the Department’s
review of the Application and the issues raised by the Petitioner, including the above analysis, the
Department has concluded that an overall rate increase of 7.1% falls within the range of
reasonable rates, as required by California Insurance Code Section 1861.05. The Petitioner has

indicated that it does not agree and that it believes that a 7.1% increase is excessive,
I DECISION

‘Based on the foregoing, the Commissioner finds that in its Petition for Hearing and
Request to Intervene pursuant to CIC §1861.10 and CCR §2661.2, Petitioner has raised issues
relevant to the Application and Petitioner's request to intervene is granted.

The Commissioner further finds that the Department’s methodology for review has
appropriately taken into consideration each of the variables raised in the Petition for Hearing.
The Commussioner further finds, based on the Department’s review, that an overall rate increase
of 7.1% is justified. The Petition for Hearing is, therefore, Denied.

IT IS SO ORDERED this 9th day of August, 2005

JOHN GARAMENDI
Insurance Comrmissioner

w7 a

Deput{ Commissioner
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PROOF OF SERVICE

In the Matter of the Rate Application of

" Medical Protective Company, Applicant.
Case No. PA05045074

I am over the age of eighteen years and am not a party to the within action. I am an
employee of the Department of Insurance, State of California, employed at 45 Fremont Street,
19th Floor, San Francisco, Cahforn:aa 04105. On Aungust 10, 2005, I served the foﬂowmg
docnment(s)

DECISION GRANTING IN PART AND DENYING IN PART h
THE FOUNDATION FOR TAXPAYERS AND CONSUMERS RIGHTS’
PETITION FOR HEARING AND PETITION TO INTERVENE

on all persons named on the attached Service List, by the method of'sérvice indicaited as follows:

If U.S. MAIL is indicated, by placmg on this date true copies in sealed envelopes, addressed to
each person indicated, in'this office’s facility for collection of cutgoing items to be sent by mail,
pursuant to Code of Civil Procedure Section 1013. I am familiar with this office’s practice of
collecting and processing documents placed for mailing by U.S. Mail. Under that practice,
outgoing items are deposited, in the ordiary course of business, with the U.S. Postal Service on
that same day, with postage fully prepaid, in the city and county of San Francisco, California.

If OVERNIGHT SERVICE is indicated, by placing on this date, true cop1es in sealed -
envelopes, addressed to each person, with the following overnight services in the city and county
of San Francisco, California: Express Mail, UPS, Federal Express, or Golden State overni ght
service, with an active account number shown for payment.

I FAX SERVICE is mchcated by facsimile transmission this date to fax number stated for the
person(s) so marked ‘

If PERSONAL SERVICE is indiéated by hand delivery this date.

If INTRA AGENCY MAIL is mchcatcd by placing this date in a place des:gnated for collectzon
for delivery by Department of Insurance intra-agency mail.

Executed this date at San Francisco, California. T declare under penalty of perjury under the laws
of the State of California that the above is true and correct. :

@%aﬂ/j}w p&co:u\

Cecilia Padua

#347478v1
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In the Matter of the Rate Application of
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Medical Protective Company, Applicant.

Case No. PA05045074

Name/Addres's

: Attorneys for Apphcant
~Thomas E. McDonald -
- Robert W. Hoffman

Sonnenschein Nath & Rosenthal

LLP

685 Market Sﬂeet, 6" Floor

ol - San Francisco, CA 94105
11 R
I Melissa Coker
Compliance Specialist
‘Medical Protective Company
5814 Reed Road

Fort Wayne, Indiana 46835

Lawrence Markey, Jr., Esq.
Pamela Pressley, Esq.

The Foundation for Taxpayer &
Consumer Rights

1750 Ocean Park Blvd., Suite 200
Santa Momca CA 90403

Barbara Fitz gerald
Rate Filing Bureau

‘I California Department of Insurance

45 Fremont Street, 23™ Floor
San Francisco, CA 94105

Natasha Ray
Office of the Public Advisor
California Department of Insurance

300 Capitol Mall, 17" Floor
- Sacramento, CA 95814

#347478v1

Phone/Fax Numbers

Tel.:
Fax;

Tel. (800) 348-4660x6838
£ (260) 486-0733

Fax

Tel.:
Fax:

Tel.:

Tel.:
Fax:

(415) 882-5600

(415) 543-5472

(310) 392-0522
(310) 392-8874

(415) 538-4229

(916) 492-3559

(916) 324-1883

"Method of Service:

Fax & U.S. Mail

U.S. Mail

Fax & US Mail

Personal Service

Intra Office Mail
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BEFORE THE INSURANCE COMMISSIONER

OF THE STATE OF CALIFORNIA

In the Matter of the Rate Application of
Farmers Insurance Exchange, Mid-
Century Insurance Company, and
Truck Insurance Company,

Applicants.

File No. PA04039720

DECISION DENYING PETITIONERS'
REQUEST FOR HEARING

This Petition for Hearing having been considered by the Commissioner, regarding Rate

Application Numbers 04-4704, 04-4706, and 04-4707, IS DENIED for the reasons stated below.

FACTUAL SUMMARY

Applicants filed Rate Application Numbers 04-4704, 04-4706, and 04-4707

(“Applications™) with the California Department of Insurance (“Department”) on June 22, 2004.

Applicants requested an overall rate adjustment of 5.8% to Applicants’ personal automobile

liability physical damage program; a line of insurance that is subject to Insurance Code Section

1861.05. On July 2, 2004, pursuant to Section 1861.05, the Department notified the public of the

Applications. On August 16, 2004, the Foundation for Taxpayer and Consnmer Rights

(“Petitioner”) filed a Petition for Hearing and Request to Intervene/Participate ("Petition"),

attached as Bxhibit 1. The Petition was submitted in a timely fashion. Petitioner alleged that the
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Applicants’ requested rate adjustment is excessive or otherwise in violation of Insurance Code

“section 1861.05(a). Specifically, Petitioner alleged that the Applications would result m

excessive rates or were otherwise improper several reasons as discussed further below:

The statutory sixty-day “deeﬁaed approved” date set forth in California Insurance Code
§1861.05(c) was August 31, 2004. Prior to August 31, 2004, Applicants waived the 60-day
deemer indefinitely in writing.

The decision in this case is based upon the Application, the Petition for Hearing and
Request to Intervene/Participate, and any officially noticeable information.

n
ANALYSIS

“While companies remain free to formulate their rates under any methodology, the
Commissioner’s review of those rates rhust use a single, consistent methodology.” (Cal. Code
Regs., tit. 10, § 2643.1.) The consistent methodology that the Commissioner applies to rate
applications is the formula set forth in Title 10, California Code of Regulations, section 2642.1 et
seq. Where the formula requires a generic factor that the Commissioner has not promulgated, the
Commissioner has selected values on a case-by-case basis, using generally accepted actuarial
principles and standards of reasonableness. With respect to the "generic factor” issues raised by
Petiﬁoner for hearing in this case, the Commissioner has applied the above-mentioned principles.

A discussion of Petitioner' s allegations follows.

The methods Applicants nsed to ealenlate loss and ALAE development,

The Applicants applied the traditional “chain-ladder” method to all coverages, with the
following exceptions: the ultimate losses for bodily imjury for the latest two accident years and
uninsured motorist bodily injury for the latest accident year were dertved using the Bornhuetter-
Ferguson method. The Applicants® method of developing losses and ALAE through the use of
the Bornhuetter-Ferguson method for bodily inj ury and uninéured motorist bodily injury is
regarded within the actuarial field as an acceptable method of development. For these reasons the
Bomheutter-Ferguson method of developing ultimate losses for bodily injury and uninsured

motorist bodily injury coverages was justified for these rate Applications.
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Tax Issues: Applicants® use of a 35% federal income tay factor on underwriting

income, and a 32.1% federal income tax factor on investment income, and

Applicants’® failure to add 2002 federal income tax credit to ancillary income.

Petitioner argued that Applicants® uss of a 35% federal income tax factor on underwriting
mcome and 32.1% on investment income leads to rates that are excessive and contrary to the
applicable regulations. While this criticism may be valid with respect to factors Applicants’
selected, the Department’s methodolo gy for determining the appropriate Federal income tax
factors and the Department’s selected factors, were different from Applicants®.

Applicants use of 15% after-tax return on surplus.

The effect of return on smplus is to set the maximum underwriting profit provisions which;
are .then used to determine the maximum permitted earned premiums. The Deparﬁnent, foliowing
formnlag set forth in Title 10, CCR Section 2644.15 and 264419, derived a maximum |
underwniting profit provision of negative ( 1.08%) for liability and negative (0.55%) for physical
damage. The Department’s derived maximmm underwriting profit provisions are based on
property and casualty insurance industry-wide averaged data and ave reasonable estimates of

underwriting profit provisions in the projected rating period for these Applications.

Applicants’ filings assiened value for unalloeated loss adinstment expenses as

opposed to the three-year averace value.

The Department, following regulations set forth in title 10, CCR Section 2644.9, 2644.12
and 2644.14, uses a case-by-case method for measuring the appropriate level of expenses in 2 rate
application. CCR Section 2644.9 provides that unallocated loss adjustment expenses (ULAE) are
fixed expenses, and the Department considered Apblicmts’ ULAE accordingly.

The Department’s efficiency standard method for measurin g the appropriate level of
expenses employs the same general methodology as that employed by the Department to calculate
expenses in accordance with the insurance rate rollback requirements of Proposition 103. The
Department’s experience over the past 16 years has shown this method to be both fair and reliable
for determining the appropriate amount of permissible expenses for insurers operating in

California.
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The Department’s efficiency standard methodology results in a tota] expense ratio of
34.49% for hability and 36.58% for physical damage in the private passenger automobile line of
business for a captive agency system. The Department rejected the Applicants’ projected expense
ratios and replaced them with the Department’s assigned values.

Exclnsion of excessive pavments that Applicants makes to their affiliate. Farmers

Group, Inc.

The Department’s regulations impose a limit on the expenses that may impact the
Department’s calculation of an appropriate minimum to maximum permitted earned premium
range for a particular rate filing. As explained above, because the Department applies the
appropriate Efficiency Standard to all filings, Applicants’ excessive payments o its affiliate, if
any, were not considered by the Department when calculating the appropriate range of minimum
to maximum permitted eaﬁled premium.

The filings treat all expenses as variable rather than separately identifying fixed and

variable expenses,

The Department allocated expenses according to the methodology set forth in Title 10,
CCR Section 2644.9,2644.12 and 2644.14. Although Petitioner correctljr points out that
Applicants’ decision to treat all expenseé as variable would not comply with the applicable
regulations, the Department’s methodology did not employ Applicants’ method of treatment for
its expenses. The Department’s methodology that was used to evaluate Applicants® expenses for
these rate Applications considered Applicants’ expenses in the manner required by the
regulations. Accordingly, the Department’s review of Applicants® rates and ultimate rate
calculation is not affeéted by this defect.

Applicants® use of Joss and ALAFE trend values that are hisher than indicated bv

historieal experience.

The Department agrees with the Petitioner that for some coverages, the Applicants’
selected trend values are not supported by their experience. For property damage covefage, the
Department reduced the Applicants’ annual severity trend from 4.7% to 3.3% for the projection

period. For collision coverage, the Applicants used an annual severity trend of 4.7% and
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frequency trend of 0% for the projection period, the Department selected a 0% severity trend and
0% frequency trend for the entire trending period. For all other coverages, the Department agrees
with the Applicants' selections. The Department’s selec£ed trend values for ali coverages are
supported by the Applicants’ historical experience. The use of the Applicants’ historical
experience for the selected frend valves is reasonable in this case because the Applicants’
historical experience data is credible and is the data which most closely resembles the Applicants’
experiénce in the projected rating period.

The Department has considered all of the factors and issues raised by the Petitioner and
has thoroughly reviewed the Applications. Based on this review, including the above analysis,
the Department has concluded thét a rate mmcrease of 0.68% is justifiable under the applicable
laws. Applicants have amended their rate Applications to seek an overall increase of 0.68%.
Petitioner does not agree and has indicated that it believes as 0.68% increase is excessive.

x
DECISION

Based on the foregoing, the Commissioner finds that in ifs Petition for Heanng and
Request to Intervene pursuant to CIC §1861.10 and CCR §2661.2, Petitioner has raised issues
relevant to the Application and Petitioner's request to intervene is granted.

The Commissioner further finds that the Department’s methodology for review has

appropriately taken into consideration each of the variables raised in the Petition for Heaﬁng.-

The Commussioner further finds, based on the Department’s review, that an overall rate increase

of 0.68% is justified. The Petition for Hearing 1s, therefore, Denied.
IT IS SO ORDERED this 17th day of December, 2004

JOHN GARAMENDI
Insurance Commissioner

é«/% ya

G‘ary C
Deput omxmssmner and General
Counsel
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PROOF OF SERVICE
In the Matter of the Rate Applications of

Farmers Insurance Group, Applicant.
Case No. PA04039720

I am over the age of eighteen years and am not a party to the within action. I am an
employee of the Department of Insurance, State of California, employed at 45 Fremont Street,
19th Floor, Sarn Francisco, California 94105, On December 17, 2004, T served the following
document(s):

DECISION DENYING PETITIONERS’ REQUEST FOR HEARING

on all persons named on the attached Service List, by the method of service indicated, as follows:

If U.S. MAIL is indicated, by placing on this date, true copies in sealed envelopes, addressed to
each person indicated, in this office’s facility for collection of outgoing items to be sent by mail,
pursuant to Code of Civil Procedure Section 1013. I am familiar with this office’s practice of
collecting and processing documents placed for mailing by U.S. Mail. Under that practice,
outgoing items are deposited, in the ordinary course of business, with the U.S. Postal Service on
that same day, with postage fully prepaid, in the city and county of San Francisco, Califonua.

If OVERNIGHT SERVICE is indicated, by placing on this date, true copies in sealed
envelopes, addressed to each person, with the following overnight services in the city and county
of San Francisco, California: Express Mail, UPS, Federal Express, or Golden State ovemnight
service, with an active account number shown for payment.

If FAX SERVICE is indicated, by facsimile t1'ansmissioh this date to fax number stated for the
person(s) so marked.

If PERSONAL SERVICE is indicated, by hand delivery this date.

If INTRA-AGENCY MAIL is indicated, by placing this date in a place designated for collection
for delivery by Departinent of Insurance intra-agency mail.

Executed this date at San Francisco, California. I declare under penalty of perjury under the laws
of the State of California that the above is true and correct.

Cecilia Padna

Y1 O
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SERVICE LIST
" In the Matter of the Rate Applications of
Farmers Insurance Group, Applicant.
Case No. PA04039720

Name/Address

Tohn Green

Senior Actuary & Prodnct Manager
Farmers Insurance Exchange
4680 Wilshire Blvd.

Los Angeles, CA 50010

Harvey Rosenfield, Hsq.

Lawrence Markey, Jr., Esq.
Pamela Pressley, Esq.

The Foundation for Taxpayer &
Consumer Rights

1750 Ocean Park Blvd., Suite 200
Santa Monica, CA 90405

Natasha Ray

Office of the Public Advisor
California Department of Insurance
300 Capitol Mall, 17" Floor
Sacramento, CA 95814

#3I17R78v1E

Phone/Fax Numbérs

Fax: (323) 932-316!

Tel.: (310) 392-0522
Fax: (310) 392-8874

Tel: (916) 492-3559
Fax: (916) 324-1883

Method of Service

Fax & 1J.S. Mail

Pax & U.S. Mail

Intra Office Mail
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BEFORE THE INSURANCE COMMISSIONER
OF THE STATE OF CALIFORNIA

In the Matter of the Rate Application of File No. PA04037956
NORCAL Mutual Insurance DECISION DENYING PETITIONERS'
Company, REQUEST FOR HEARING
Applicant.

This Petition for Hearing having been considered by the Commissioner, regarding Rate

Application Number 04-2368, IS DENIED for the reasons stated below.,
I
FACTUAL SUMMARY

Applicants filed Rate Application Number 04-2368 (“Application”™) with the California
Department of Insurance (“Department”) on March 29, 2004. Applicant requested an overall rate
adjustment of 4.3% to Applicant’s Medical Malpractice program; a line of insurance that is
subject to Insurance Code section 1861.05. On April 9, 2004, pursuant to section 1861.05, the
Department notified the public of the Application. On May 25, 2004, the Rate Enforcement
Bureau received a Petition for Hearing and Request to Intervene/Participate ("Petition") from the
Federation for Taxpayer and Consumer Rights (“Petitioner”™), attached as Exhibit 1. The Petition
was submitted in a timely fashion. Petitioner alleged that the Application was excessive within

the rheaning of Insurance Code section 1861.05(a). Specifically, Petitioner alleged that the
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following portions of the Application are excessive or improper: Applicant’s loss and ALAE
trend factors are excessive; Applicant’s loss and ALAE development methodology is improper in
that Applicant calculates development factors based upon a combination of incurred and paid
losses and ALAE, resulting in an inflated indicated rate; Applicant provides inadequate
documentation for its inclusion of a provision for “PAD coverage” of 1.8%; Applicant should
have used a federal income tax factor of 0% instead of 34% in light of Applicant’s federal income
tax credit in 2003; and Applicant’s efficiency standard is excessive and inadequately documented.
‘As an additional basis for alleging that this Application 1s excessive or improper, Petitioners

allege that Applicant has received four rate increases in the last three years: 8.25% in 2001,
4.90% in 2002, 13.00% in 2003, and 2.91% in 2004. Petitioners noted that on July 3, 2003
Applicant filed an application, for a 9.9% increase in its rates. Petitioners allege that based on
Petitioners” advocacy and the evidence provided by Petitioners’ expert, Allan Schwartz, the
Departrhent found that only a 2.91% increase was justified. Petitioners allege that on March 29,
2004 Applicant filed the instant application, seeking to make up the difference for the portion of
Applicant’s requested 2004 rate increase that was rejected by the Department in October, 2003.
Petitioners noted that if the current 4.3% requ.ested rate increase were approved in addition to the
2.9% increase that took effect January 1, 2004, Applicant will have increased its rates 7.3% this
year.

Applicant, on June 1, 2004, filed an Answer to the Petition for Hearing (“Answer”)
attached as Exhibit 2. In the Answer, Applicant denied the allegations in Paragraphs II of the
Petition for Hearing alleging that FTCR is qualified to represent the interest of NORCAL’s
physician policyholders in this matter. In the Answer, Applicant denied the allegations in
Paragraph 3 of the Petition for Hearing alleging that grdunds exist to reduce or deny Applicant’s
Rate Application. Applicant argued that for the following reasons Petitioners’ Request for
Hearing should be denied: the inherent delays caused by the rigid timelines contained in the

- Applicant to prepare its yearend billings; Applicant and its approximately 12,000 California

i T - s e P

physician policyholders will be damaged if Applicant’s Rate Application is not approved by

2.
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Qctober 30. 2004: hecause substantially all of Applicant’s California physician policies renew on |

g

‘December 31. 2004. Avplicant will be unable to.retroactively hit! and collect the premium lost

approve Avplicant’s rate application.

Additionally, Applicant notedm its Answer that Applicant’s Rate Application has been _
pending since March 29, 2004 and Applicant has provided timely responses to all requests for
informatiaﬁ from the Rate Regulation staff of the California Department of Insurance. The
statutory sixty-day “deemed approved” date set forth in California Insurance Code §1861.05(c)
was June 8, 2004. The Applicant agreed to waive the 60 day deemer provisions and extend the
60 day deemer for thirty days from June 8, 2004 to July 8, 2004. Ultimately, the Applicant
agreed to extend the deemer for an additional 14 days from July &, 2004 to July 22, 2004.
Applicant stated in its Answer a desire to work collaboratively with the Rate Regulation Staff and
any miervener to resolve any issues with the Applicant’s Rate Application without a formal
hearing.

The Decision in this case is based upon the Application, the Petition for Hearing and
Request to Intervene/Participate, the Applicant’s Answer, and the Department's analysis of each
of these items.

I
ANALYSIS

“While companies remain free to formulate their rates under any methodology, the
Commissioner’s review of those rates must use a single, consistent methodology.” (Cal. Code
Regs., tit. 10, § 2643.1.) The consistent methodology that the Commissioner applies to rate
applications is the formula set forth in Title 10, California Code of Regulations, section 2642.1 et
seq. Where the formula requires a generic factor that has not been promulgated by the
Commissioner, values are selected on a case-by-case basis, using generally accepted actuarial
principles and standards of reasonableness. With respect to the issues raised by Petitioners for
Hearing in this case, and the Application, the Commissioner has applied the above-mentioned

principles.
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Petitioners allege that this Application results in excessive rates for the following reasons:
1) Applicant’s loss and ALAE trend factors are excessive; 2) Applicant’s loss and ALAE
development methodology is improper in that Applicant calculates development factors based
upon a combination éf mmcurred and paid losses and ALAE, resulting in an inflated indicated rate;
3) Applicant provides inadequate documentation for its inclusion of a provision for “PAD
coverage” of 1.8%; 4) Applicant should have used a federal income tax factor of 0% instead of
34% in hight of Applicant’s federal income tax credit in 2003; 5) Applicant’s efficiency standard
is excessive and inadequately documented; 6) Applicant has received four rate increases in the
last three years: 8.25% in 2001, 4.90% in 2002, 13.00% in 2003, and 2.91% in 2004. Each of
these allegations will be addressed in order.

Applicant’s loss and ALAE trend factors

Applicant submitted report year frequency and severity data for the experience period
1694 t0 2003, The 3.5% annual trend that Applicant selected is consistent with the data provided
and is reasonable.

Applicant’s loss and ALAE development methodology

The Department performed a thorough review of the loss and ALAE development for this
program and bases its findings on the methodology indicated in Section 2644.6 of Article 4. The
factor generated by this methodology is actually somewhat lower than Applicant’s for 2003 and
in line with Applicant’s factors for 2001-2002. Accordingly, the loss and ALAE development
applied by Applicant is not likely to result in excessive rates.

Applicant’s documentation for PAD coverage

The Department requested additional documentation during the file review concerning the
provision for PAD covérage. Applicant subsequently provided documentation of the loss and
ALAFE PAD claims for the experience period. The Department conducted its analysis using the
actual PAD claims during the experience period, rather than Applicant’s provision.

Applicant’s use of federal income tax factor

The Department applied the methodology indicated in Section 2644.18 of Article 4 in its

analysis of the application. The Department also applied a federal income tax factor of 0%.

-4 -




PROOY OF SERVICE
In the Matter of the Rate Application of
NORCAL Mutual Insurance Company, Applicant.
Case No. PA04037956

T am over the age of eighteen years and am not a party to the within action. I am an
employee of the Department of Insurance, State of California, employed at 45 Fremont Street,
19th Floor, San Francisco, California 94105, On July 21, 2003, I served the following
document(s): ——

DECISION DENYING PETITIONERS’ REQUEST FOR HEARING

on all persons named on the attached Service List, by the method of service indicated, as follows:

If U.S. MAIL is indicated, by placing on this date, true copies in sealed envelopes, addressed to
each person indicated, in this office’s facility for collection of outgoing items to be sent by mail,
pursuant to Code of Civil Procedure Section 1013. I am familiar with this office’s practice of
collecting and processing documents placed for mailing by U.S. Mail. Under that practice,
outgoing items are deposited, in the ordinary course of business, with the U.S. Postal Service on
that same day, with postage fully prepaid, in the city and county of San Francisco, California.

If OVERNIGHT SERVICE is indicated, by placing on this date, true copies in sealed
envelopes, addressed to each person, with the following overnight services in the city and county
of San Francisco, California: Express Mail, UPS, Federal Express, or Golden State overnight
service, with an active account number shown for payment. -

If FAX SERVICE is indicated, by facsimile transmission this date to fax number stated for the
person(s} so marked.

If PERSONAL SERVICE is indicated, by hand delivery this date.

If INTRA-AGENCY MAIL is indicated, by placing this date in a place designated for collection
for delivery by Department of Insurance intra-agency mail.

Executed this date at San Francisco, California. I declare under penalty of perjury under the laws
of the State of California that the above is true and correct.

é(i/ﬁh ﬂcﬁfﬂ){;‘ﬂ

Cecilia Padua

#209517v1
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SERVICE LIST
In the Matter of the Rate Application of
NORCAL Mutual Insurance Company, Applicant.
Case No. PA04037956

Name/Address Phone/Fax Numbers Method of Service
Philip R. Hinderberger Tel.: (415) 835-0816 FAX &

Attorney for NORCAL MUTUAL Fax: (415) 835-9819 U.S. MAIL
INSURANCE COMPANY

560 Davis Street
San Francisco, CA 94111

Mike Pautler _ Tel.: (415) 835-0845 FAX &
Chief Financial Officer Fax: (415) 835-9816 U.S. MAIL
NORCAL MUTUAL INSURANCE

COMPANY

560 Davis Street
San Francisco, CA 94111

Harvey Rosenfield Tel.: (310) 806-4170 FAX &
Pamela Pressley Fax: (310) 392-8874 U.S. MAIL
Lawrence Markey, Jr.

THE FOUNDATION FOR

TAXPAYER and CONSUMER

RIGHTS

1750 Ocean Park Bivd., Suite 200

Santa Monica, CA 90405

Natasha Ray Tel.: (916) 492-3559 Inter-Office Mail
Senior Staff Counsel & Public Advisor Fax: (916) 324-1883

OFFICE OF THE PUBLIC

ADVISOR

300 Capitol Mall, 17" Floor
Sacramento, CA 95814

#299317v1




EXHIBIT 7




STATE OF CALIFORNIA ' JOHN GARAMENDI, Insurance Commissioner

DEPARTMENT OF INSURANCE

300 Capitol Mall, 17th floor
Sacramento, CA 95814
WWW.Insurance.ca.gov

ADVISORY NOTICE
DATE: FEBRUARY 18, 2005
TO: ALL PROPERTY AND CASUALTY INSURERS SUBJECT TO

PROPOSITION 103 AND OTHER INTERESTED PERSONS

SUBJECT: RATE INCREASE APPLICATIONS WHICH EXCEED THE
STATUTORY THRESHOLDS SET FORTH IN CALIFORNIA
INSURANCE CODE SECTION 1861.05(c)(3).

The purpose of this advisory notice is to explain how the Department handles applications for
rate increases when the following two conditions exist: first, the rate increase sought in the
original rate application (the'proposed rate adjustment"} exceeds the applicable threshold set
forth in California Insurance Code (“CIC”) Section 1861.05(¢)(3). Second, a consumer or his or
her representative ("consumer representative ) has requested a hearing on the rate application.

When these two conditions are met, the Department will initiate joint discussions that include the
consumer representative and the applicant regarding the rate application. If the applicant submits
any written or electronic data or correspondence regarding the application to the Department, the
applicant must also send a copy to the conswmer representative.

If the applicant, consumer representative and Department agree to a specific rate change the
applicant may amend its rate application to request the agreed rate change. However, if the
applicant, consumer representative and Department do not all agree to a specific rate change the
applicant will have two options: the applicant may pursue the rate increase in a public hearing
pursuant to CIC Sections 1861.05 and 1861.08 before the Department's Administrative Hearing
Bureauy, or the applicant may withdraw the rate application.

An applicant may withdraw an unapproved rate application at any time prior to issuance of a
notice of hearing on the application When a notice of hearing is issued the matter is referred to
the Administrative Hearing Bureau. After the matter is referred to Administrative Hearing
Bureau withdrawal may be permitted under certain circumstances. After an applicant withdraws
a rate application, the applicant may file a new rate application at any time. The new rate
application will be considered independently and will not be prejudiced by the existence of the
prior rate application or any prior request for hearing.

Inquiries about this notice may be addressed to Daniel Goodell, Senior Staff Counsel, California
Department of Insurance, 45 Fremont St., 21st floor, San Francisco, CA 94105. (415) 538-4191.

JOHN GARAMENDI
Insurance Commissioner

#322445 Consumer Hotline {800} 927-HELP o Producer Licensing (800} 967-9331
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PROOF OF SERVICE
[BY OVERNIGHT, U.S. OR INTRA-AGENCY MAIL, FAX
TRANSMISSION AND/OR PERSONAL SERVICE]

State of California, City Santa Monica, County of Los Angeles

I 'am employed in the City of Santa Monica and County of Los Angeles, State of California. I am over
the age of 18 years and not a party to the within action. My business address is 1750 Ocean Park Blvd,,
Suite #200, Santa Monica, California 90405, and 1 am employed in the city and county where this
service is occurring.

On December 7, 2007, I caused service of true and correct copies of the following document:

THE FOUNDATION FOR TAXPAYER AND CONSUMER RIGHTS’ REQUEST FOR
JUDICIAL NOTICE IN SUPPORT OF ITS OPPOSITION TO PETITION FOR WRIT OF
MANDATE :

upon the persons named in the attached service list, in the following manner:

1. If marked FAX SERVICE, by facsimile transmission this date
to the FAX number stated to the person(s) named.

2. If marked U.S. MAIL or OVERNIGHT or HAND DELIVERED, by placing this date for
collection for regular or overnight mailing true copies of the within document in sealed envelopes,
addressed to each of the persons so listed. I am readily familiar with the regular practice of collection
and processing of correspondence for mailing of U.S. Mail and for sending of Overnight mail. If
mailed by U.S. Mail, these envelopes would be deposited this day in the ordinary course of business
with the U.S. Postal Service. If mailed Overnight, these envelopes would be deposited this day in a box
or other facility regularly maintained by the express service carrier, or delivered this day to an
authorized courier or driver authorized by the express service carrier to receive documents, in the
ordinary course of business, fully prepaid.

I declare under penalty of perjury that the foregoing is true and correct.

Hrnia.

Mark Reback

Executed on December 7, 2007, at Santa Monica, Cali

S e

1
THE FOGUNDATION FOR TAXPAYER'AND CONSUMER RIGHTS PROOF OF SERVICE
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SERVICE LIST

Person Served Method of Service

Mark Richelson * FAX

Christine Zarifian X US.MAIL

Deputy Attorneys General OVERNIGHT MAIL
OFFICE OF THE ATTORNEY GENERAL HAND DELIVERED
300 South Spring Street, Suite 1702 EMAIL

Los Angeles, CA 90013
Tel: (213) 897-2478
Fax: (213) 897-5775

{Counsel for Respondents Insurance
Commissioner, Steve Poizner and California

Department of Insurance)

Robert Hogeboom FAX

Michael A.S. Newman _ X US.MAIL

Suh Choi : OVERNIGHT MAIL
BARGER & WOLEN LLP HAND DELIVERED
633 West Fifth Street, 47% Floor EMAIL

Los Angeles, CA 90071
Tel: (213) 680-2800

Fax: (213) 614-7399

(Counsel for Petitioners ACIC, PIFC, AIA and
PADIC)

2

THE FOUNDATION FOR TAXPAYER AND CONSUMER RIGHTS  PROCE OF SERVICE




