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Pursuant to Government Code section 11515 and Evidence Code section 452, the
California Department of Insurance (“Department™) hereby requests that official notice be
taken of the following documents, true and correct copies of which are attached hereto:

1. Exhibit A hereto is a true and correct copy of the Assembly Committee on
Finance and Insurance’s Hearing Report on Senate Bill 1363 (1989-1990 Regular Session),
as amended July 6, 1989. Pursuant to Government Code section 11515 and Evidence Code
section 452, subdivision (c), the Administrative Law Judge (“ALJ”) may take official notice
of “[o]fficial acts of the legislative, executive, and judicial departments of the United States
and of any state of the United States.” (Evid. Code, § 452, subd. (c); see Gov. Code, §
11515 [official notice may be taken of “of any fact which may be judicially noticed by the
courts of this State”].) Legislative committee reports are judicially noticeable as “official
acts.” (See Jones v. Lodge at Torrey Pines Partnership (2008) 42 Cal.4th 1158, 1172, n.5.)

2. Exhibit B hereto is a true and correct copy of the Senate Insurance, Claims
and Corporations Committee’s Hearing Report on Senate Bill 1363 (1989-1990 Regular
Session), as introduced March 9, 1989. Pursuant to Government Code section 11515 and
Evidence Code section 452, subdivision (c), the ALJ may take official notice of “[o]fficial
acts of the legislative, executive, and judicial departments of the United States and of any
state of the United States.” (Evid. Code, § 452, subd. (c).) Legislative committee reports
are judicially noticeable as “official acts.” (Jones, supra, 42 Cal.4th at p. 1172, n. 5.)

3. Exhibit C hereto is a true and correct copy of the California Department of
Finance’s analysis of Senate Bill 1363 (1989-1990 Regular Session), as amended May 9,
1989. The analysis is dated May 22, 1989. Pursuant to Government Code section 11515
and Evidence Code section 452, subdivision (c), the ALJ may take official notice of
“[o]fficial acts of the legislative, executive, and judicial departments of the United States
and of any state of the United States.” (Evid. Code, § 452, subd. (c).) Executive branch
analyses of pending legislation are judicially noticeable as “official acts.” (Kaufman &

Broad Communities, Inc. v. Performance Plastering (2005) 133 Cal.App.4th 26, 40.)
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4. Exhibit D hereto is a true and correct copy of the Senate Rules Committee’s
Floor Analyses of Senate Bill 1363 (1989-1990 Regular Session), as amended September
11, 1989. Pursuant to Government Code section 11515 and Evidence Code section 452,
subdivision (c), the ALJ may take official notice of “[o]fficial acts of the legislative,
executive, and judicial departments of the United States and of any state of the United
States.” (Evid. Code, § 452, subd. (c).) Legislative committee reports are judicially
noticeable as “official acts.” (Jones, supra, 42 Cal.dth at p. 1172, n. 5; Kaufman & Broad
Communities, supra, 133 Cal.App.4th at p. 39.)

5. Exhibit E hereto is a true and correct copy of the California Department of
Finance’s Enrolled Bill Report for Senate Bill 1363 (1989-1990 Regular Session), as
amended on September 11, 1989. The report is dated September 19, 1989. Pursuant to
Government Code section 11515 and Evidence Code section 452, subdivision (c), the ALJ
may take official notice of “[o]fficial acts of the legislative, executive, and judicial
departments of the United States and of any state of the United States.” (Evid. Code, § 452,
subd. (c).) Enrolled bill reports are judicially noticeable as “official acts.” (Kaufinan &
Broad Communities, supra, 133 Cal.App.4th at p. 40.)

6. Exhibit F hereto is a true and correct copy of the California Department of
Insurance’s Enrolled Bill Report for Senate Bill 1363 (1989-1990 Regular Session). The
Enrolled Bill Report is dated September 20, 1989. Pursuant to Government Code section
11515 and Evidence Code section 452, subdivision (c), the ALJ may take official notice of
“[o]fficial acts of the legislative, executive, and judicial departments of the United States
and of any state of the United States.” (Evid. Code, § 452, subd. (c).) Enrolled bill reports
are judicially noticeable as “official acts.” (Kaufinan & Broad Communities, supra, 133
Cal.App.4th at p. 40.)

7. Exhibit G hereto is a true and correct copy of the Assembly Committee on
Finance and Insurance’s “Background Information Request” form for Senate Bill 1363
(1989-1990 Regular Session). The filled out Background Information Request is dated June

23, 1989. Pursuant to Government Code section 11515 and Evidence Code section 452,
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subdivision (c), the ALJ may take official notice of “[o]fficial acts of the legislative,
executive, and judicial departments of the United States and of any state of the United
States.” (Evid. Code, § 452, subd. (c).) Legislative committee reports and similar
legislative history materials are judicially noticeable as “official acts.” (Jones, supra, 42
Cal.4th at p. 1172, n. 5; Kaufinan & Broad Communities, supra, 133 Cal.App.4th at p. 39.)

8. Exhibit H hereto is a true and correct copy of the Legislative Counsel’s
Digest for Senate Bill 367 (Stats. 2005, ch. 723). Pursuant to Government Code section
11515 and Evidence Code section 452, subdivision (c), the ALJ may take official notice of
“[o]fficial acts of the legislative, executive, and judicial departments of the United States
and of any state of the United States.” (Evid. Code, § 452, subd. (c).) Legislative Counsel’s
digests are judicially noticeable as “official acts.” (E.g., Jones, supra, 42 Cal.4th at pp.
1169-1170.)

9. Exhibit I hereto is a true and correct copy of the Legislative Counsel’s Digest
for Assembly Bill 4206 (Stats. 1986, ch. 957). Pursuant to Government Code section 11515
and Evidence Code section 452, subdivision (c), the ALJ may take official notice of
“[o]fficial acts of the legislative, executive, and judicial departments of the United States
and of any state of the United States.” (Evid. Code, § 452, subd. (c).) Legislative Counsel’s
digests are judicially noticeable as “official acts.” (E.g., Jones, supra, 42 Cal.4th at pp.
1169-1170.)

Date: May 31, 2012 Respectfully submitted,

STRUMWASSER & WOOCHER LLP

CALIFORNIA DEPARTMENT OF INSURANCE
LEGAL DIVISION

W BN
o

Bryce Gee

Attorneys for the California Department of
Insurance
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SB_1363

Date of Hearing: July 11, 1989
ASSEMBLY COMMITTEE ON FINANCE AND INSURANCE
Patrick Johnston, Chair

SB 1363 (Robbins) - As Amended: July 6, 1989

SENATE ACTIONS:

COMMITTEE_INS., CL. & CORPS. VOTE__5-2 COMMITTEE__APPR, VOTE_SEN. RULE 28.8

FLOOR VOTE__.. 33-1

SUBJECT: Penaltles against insurance licensees for engaging in unfair methods
of competition or unfair and deceptive acts or practices.

DIGEST
Urgency statute. 2/3 vote required’

Existing law provides that the Insurance Commissioner, if she has reason to
believe that a person subject to her jurisdiction is engaged in an unfair
method of competition or any unfair or deceptive act, may initiate s hearing
to determine whether a cease and desist order should be issued. The
provisions on Unfair Practices in current law, which are extensive, enumerate
a wide array of conduct which constitutes unfair methods of competition or
unfair and deceptive acts or practices in the business of insurance. If the
charges concerning such conduct are justified, such an order may be issued,
subject to review.

Furthermore, if such a cease and desist order has been issued and is violated,
the Commissioner may, after a hearing, impose a fine of $5,000 for such a
violation, unless the violation is willful. In the latter circumstance the
penalty may not exceed $55,000.

This bill:

1) Provides that any person engaging in any unfair method of competition or
any unfalr or deceptive act or practice is liable to the state for a civil
penalty not to exceed $1,000 for each act. If the act is willful, the
penalty is $5,000. These penalties are made appealable by means of
judicial review under the Insurance Code or pursuant to provisions of the
Government Code relating to administrative adjudication.

- continued -
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SB 1363

2) Revises the procedure and requirements for hearings pertaining to cease
and desist orders to a) notify the party of their potential liability
pursuant to the above provision, to b) include within the scope of the
hearing a determination of whether imposition of penalties pursuant to the
above provision is appropriate in addition to the cease and desist order,
and c) providing for the issuance of an order to pay the penalty.

3) Authorizes, after an additional hearing, penalties for violations of cease
and desist orders or orders to pay penalties of a) $5,000 plus any prior
penalties which remain unpaid or b) $55,000 plus unpaid penalties in the
case of willful violations.

FISCAL EFFECT

Minor revenue increases to the Department of Insurance based upon the expanded
penalty authority contained in this bill,

COMMENTS

Under current law, Insurers cannot be fined for practices determined by the
Commissioner to be unfair and deceptive unless the practices continue after a
cease and desist order has been issued. This measure will allow the
Commissioner to impose charges for the initial acts which prompt regulator
action, The author expresses the belief that such authority will serve as a
more effective and flexible regulatory tool than restricting penaltiles to
violations of cease and desist orders only.

SPONSOR: Author
SUPPORT: None Recelved

OPPOSITION: None Received

Kenneth Cooley SB 1363
445-9160 Page 2
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SENATE INSURANCE, CLAIMS AND CORPORATIORS COMMITTEE SENATE BILL NO. 1363

SENATOR ALAN ROBBINS, CHAIRMAN URGENCY

SENATE BILL NC. 1363 (Robbins) As Introduced March 9, 1989
Insurance Code ,

Source: Author
Prior Legislation: SB 1012 (Robbins) Chapter 953, Statutes of 1987
Support: Sacramento.Urban League
California Conference of Machinists
Congress of California Seniors
FAIR (Fair Automobile Insurance Rates)
California Commission on Aging
Opposition: Association c¢f California Insurance Companies

SUBJECT

Increasés penalties. that may be assessed against insurers by the Insurance
Commissioner for illegal acts under the Unfair Practices code sections.

DIGEST

1] Description: SB 1363 establishes a procedure for assessing monetary
penalties for violations of the unfair or deceptive practices as defined in
Insurance Code Section 790,03 as follovs:

1. Any insurer that violates the unfair or deceptive practices
sections is subject to a fine not to exceed $5,000 each day the insurer
engaged in that illegal act or practice or, jf the act or practice is
willful, a fine not to exceed $55,000 for each day.

2, The Commissioner serves an order to show cause and a notice of
hearing, along with a statement of the potential monetary fine. The
hearing on the legality of these practices must take place within 30
days of serving the order on the insurer.

3. After the hearing, if the charges are upheld by the Commissioner,
the Commissioner 15 required to issue a cease-and-desist order
requiring the insurer to stop the practices found unfair or deceptive
and pay the amount of the fine.

4. If the insurer fails to pay the penalty or violates the
cease-and-desist order, the Commissioner may assess an additional
$5,000 fine, or if the violation is found to be willful, an additional
$55,000, in addition to licensee revocation procedures.

2] Background: Article 6.5 of the Insurance Code (commencing with Section
790), regulates insurance practices that constitute unfair methods of
competition or unfair and deceptive acts or practices. If the Insurance
Commissioner believes an insurer is violating the outlawed practices;, she
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Senate Insurance, Claims and Corporations
Senate BiTl No. 1363
Page 2

may issue a Cease ond Desist Order after an initial hearing, 1f that
practice is not discontinued, the Commissioner may petition the court
through the Attorney Ceneral for an appropriate order -and assess a fine of
up to $5,000 or $50,000 if the violation is proven to be willful,

Under Section 79C.03, insurance companies are prohibited from engaging in
such practices as:

1. Making misleading or false claims in advertising or presentations;

2. Making false claims regarding the practices or solvency of a
competitor, or using boycotts, intimidation or other unreasonable
restraints of trade;

3. Keeping false books;

4, Discriminating in the rates charged individuals in the same class
of insurance;

b, Making claims the insurer is guaranteed or insured against
insolvency; and

6. Committing a pattern of certain undesirable, specified practices in
settling claims. (These claims settlement practices-are contained in
Section 790.03(h) that was the subject of review in both the Royal
Globe and the Moradi-Shalal decisions.)

Last year, SB 1012 (Robbins) increased the amount of penalties from $50 to
$5,000 for a vialation of a cease and desist order or, if a willful
violation, from $500 to $50,000,

FISCAL EFFECT Fiscal Committee: Yes

(800) 666-1917

STAFF COMMENTS

The author is addressing three major deficiencies in the law:

/ LEGISLATIVE INTENT SERVICE
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1. Inconsistent with Proposition 103 regulatory structure: In light of
the regulatory changes made effective by the passage of Proposition 103,.
the Commissioner is left without tools to induce compliance because she
cannot mete out civil -or criminal penalties until the insurer violates the
cease-and-desist order, The timing of the fine doesn't allow it to be used
as a deterrent, but it does work to reward those that profit from illegal
acts.

Neither in the various codes governing regulation of businesses and
professions nor in regulations for any industry governing itself such as
that of securities representatives and brokers, could another system of
penalties similar to that in Article 6.5 be found. '



Senate Insurance, Claims and Corporations
Senate Bill No. 1363
Page 3

2. Proportionate fines: With the present limitation of $5,000 maximum or,
if found a wil1ful violation, a $55,000 maximum fine, there is no
Tlexibility to design as assessment to reflect the actual severity of the
violation. The range of assessments provided for in SB 1363 would allow.
the Commissioner to differentiate between serious and lesser violations.

3. No incentive to act lawfully: With the repeal of the Royal Globe
decision (that allowed third parties to file suit against an insurer
believed to be delaying payment of claims), and the present structure of
not fining for the i1legal act but the violation of a cease-and-desist
order, there is 1ittle incentive for insurance companies to refrain from
unfair or deceptive practices. California Chief Justice Lucas in his
majority opinion in Moradi-Shalal v, Fireman's Fund Insurance Companies,
the case that overturned Royal Globe, states: ‘ h

"We caution, however, that our decision is not an invitation to
the insurance industry to commit the unfair practices proscribed
by the Insurance Code. We urge the Insurance Commissioner and the
courts to continue to enforce the laws forbidding such practices
to the full extent consistent with our opinion.”

This bill is consistent with the spirit of Moradi-Shalal by giving adequate
power to the Commissioner to dissuade insurers from unfair practices, and
by providing an incentive to the insurance industry to refrain from such
practices. Under present Taw, the economic advantage of postponing
settlements on a wide scale basis, for example, is not offset by any
economic sanction.

4, 1In its letter of opposition, the Association of California Insurance
Cermpanies (ACIC) objects to the fines being assessed on a basis of each day
of violation., ACIC reasons that: "Alleged violations of these particular
sections are not cut-and-dried matters.” To impose per day penalties when
it is not clear that a violation has taken place until "... several months
after the alleged violation has taken place” is "... draconian in nature,”
according to the ACIC letter.

5. SB 1363 is a companion bill to SB 1364 which deals with McBride-Grunsky
rate violations.

LEAH CAﬁTABRUNO L*“fg . SENATE BILL NO. 1363
Consultant -

05/03/89
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Honorable Alan Robbins DEPARTMENT AUTHOR BILL NUMBER

Member of the Senate Finance Robbtns SB 1363

State Capitol, Room 5114

Sacramento, CA 95814 SPONSORED BY RELATED BILLS AMENDMENT DATE
May 9, 1989

BILL SUMMARY
INSURER PENALTIES FOR UNFAIR PRACTICES

This bill would authorize the Insurance Commissioner to assess specified fines
for violations of existing law relating to unfair practices and deceptive acts.

FISCAL SUMMARY--STATE LEVEL :
SO v (Fiscal Tmpact by Fiscal Year)

Code/Department LA {Dollars in Thousands)
Agency or Revenue Cco Code
_ Type RV FC__1988-89 FC 1989-90 FC 1990-91 fund
2290 - Insurance S0  emmmmmmmee See Fiscal Analysis-—-————

Impact on State Appropriations Limit--No

ANALYSIS
A. Specific Findings

Existing law provides that if an insurer violates certain statutory provisions
relating to unfair practices and deceptive acts, the Insurance Commissioner may
hold a hearing to determine whether a violation exists. If, after a heartng,
the Commissioner determines that any act or practice by an insurer is in
violation of law, the Commissioner may issue an order requiring the insurer to
cease and desist. Under existing law, an insurer is not liable for a penalty
unless it violates the order issued by the Commissioner.

This bi)1 would provide that an insurer that violates statutory provisions
relating to unfair practices or deceptive acts before an order is fssued by the
Commissioner is liable for a penalty of up to $1,000 for each act, or $5,000 for
each act for a willful violation. The penalty would be assessed by the
Commissioner in connection with the hearing on the order.

This bill is intended to discourage insurance companies from violating existing
unfair practices and deceptive acts statutes.

B. Fiscal Analysis

This bill would not increase state agency expenditures but has the potential for
increasing General Fund revenue from fines and penalties. However, neither the
number of violations that may occur nor the number that would result in a fine
or a penalty can be predicted at this time.

POSITION: Department Director Date
Neutral R
' | SERCD
Principal Analyst Date Program Budget Manager Dgte Governor's Office
(743> E. Juliusson (700) Hallisg L. Clark v Position noted
19 7/SEN . Ye » Position approved
{_f-rtrne ~/ A~ 5/,21/4)7 K d/gz{"/{ﬁ %%Posi tion disapproved
by: date:
FRI1p/0TE2F ///
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UNFINI

SENATE RULES COMMITTEE

Office of
Senate Floor Analyses

1100 J Street, Suite 120
445-6614

SHED BUSINESS
Bill No. SB 1363
Author: Robbins (D)
Amended: 9/11/89 in Assembly

Vote Required: 2/3 - Urgency

~ Commitlee Votes:

Senats Floor Vote: P.age 3977, 9/14/89
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specifics.)
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{3 /0 Senate Bill 1383—An act to amend Sections 790.05 and 790.07 of,
2 and to add Section 790.035 to, the Insurance Code, relating to
T A insurance,- and declaring the urgency thereof, to take effect
. 3¢ immediately. .
N ~28 1 Bill presented by Senator Robbins.
¢ddeh ¥ Roll Call
Abvolittie. R ! P PLACED " The roll
ORI, deet was called and the Senate concurred in Assembl
T —— s | gERESA-ST | amendments by the following vote: Y =
HeCorquodade. . . & ] AYES  (20)—Senators Alquist, Bergeson, Beverly, Boatwright, &
et g doy] | TO SENATE ! Campbell, Davis, Deddeh, Dills, Declittle, Ceoll Creon. 1oy, &
Robbins (it —7{ 1 RULE 28,8 - Greene, Keene, KD%% Leonard, Marks, Mello, Morgan, Nielsen, 3
A N Petris, Presley, Robbins, Roberti, Rosenthal, Royce, Russell, 5
,Seglmour, ‘Torres, Yuich, and Watson, S
—— e NOES' (1)—Senator Stirling, ~
— * Above bill ordered enrolled.
e Assembly Floor Vote:  69-2, P, 4675, 9/12/89
SUBJECT: Insurance: unfair practices penalties
SOURCE:  Author
DIGEST: This bill provides that a person engaged in the business of insurance
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SB 1363
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an insurer is violating the outlawed practices, she may issue a Cease and Desist
Order after an initial hearing, If that practice is not discontinued, the
Commissioner may petition the court through the Attorney General for an
appropriate order and assess a fine of up to $5,000 or $50,000 if the violation
is proven to be willful.

Under Section 790.03, insurance companies are prohibited from engaging in such
practices as:

1. Making misleading or false claims in advertising or prégentationé;

2, Making false claims regarding the practices or solvency af a competitor, or
using boycotts, intimidation or other unreasonable restraints of trade;

3. Keeping false books;

4, Discriminating in the rates charged individuals in the same class of
insurance;

5. Making claims the insurer is guaranteed or insured against insolvency; and

6. Committing a pattern of certain undesirable, specified practices in settling
claims. (These claims settlement practices are contained in Section
790.03(h) that was the subject of review in both the Royal Globe and the
Moradi-Shalal decisions.)

Last year, SB 1012 (Robbins) increased the amount of penalties from $50 to
$5,000 for a violation of a cease and desist order or, if a willful violation,
from $500 to $50,000.

SB 1363 establishes a procedure for assessing monetary penalties for violations
of the unfair or deceptive practices as defined in Insurance Code Section 790.03
as follows:

1. Any insurer that violates the unfair or deceptive practices sections 1s
subject to a fine not to exceed $5,000 each illegal act or practice or, 1f
the act or practice is willful, a fine not to exceed $10,000 for each act.

2. The Commissioner serves an order to show cause and a notice of hearing,
along with a statement of the potential monetary fine. The hearing on the
. legality of these practices must take place within 30 days of serving the
order on the insurer.

3. After the hearing, 1f the charges are upheld by the Commissioner, the
Commissioner is required to issue a cease-and-desist order requiring the
insurer to stop the practices found unfair or deceptive and pay the amount
of the fine, T

4, 1If the insurer fails to pay the penalty or violates the cease-and-desist
order, the Commissioner may assess an additional $5,000 fine, or 1if the
viclation is found to be willful, an additional $55,000, in addition to
licensee revocation procedures,

CONTINUED
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SB 1363
Page 3

Prior legislation: SB 1012 (Robbins) - Chapter 953, Statutes of 1987,

FISCAL EFFECT: Appropriation: No Fiscal Committee: Yes Local: No

The bill could result in unknown revenue to the General Fund from penalties
imposed on persons in the insurance business found to engage in unfair or
deceptive acts,

SUPPORT: (Verified 9/13/89)

Sacramento Urban League . ‘,
California Conference of Machinists

Congress of California Seniors

FAIR (Falr Automobille Insurance Rates)

California Commission on Aging

ARGUMENTS TR SUPPORT: According to the author's office, SB 1363 is addressing
three major deficiencies in the law:

1. Inconsistent with Proposition 103 regulatory structure: In light of the
regulatory changes made effective by the passage of Proposition 103, the
Commissioner 1s left without tools to induce compliance because she cannot
mete out civil or criminal penalties until the insurer violates the
cease-and-desist order, The timing of the fine doesn't allow it to be used
as a deterrent, but it does work to reward those that profit from illegal
acts,

Neither in the various codes governing regulation of businesses and
professions nor in regulations for any industry governing itself such as
that of securities representatives and brokers, could another system of
penalties similar to that in Article 6.5 be found.

2. Proportionate fines: With the present limitation of $5,000 maximum or, if
found a willful violation, a $55,000 maximum fine, there is no flexibility
to design as assessment to reflect the actual severity of the violation,
The range of assessments provided for in SB 1363 would allow the
Commissioner to differentiate between serious and lesser violations.

3, No incentive to act lawfully: With the repeal of the Royal Globe decision
(that allowed third parties to file suit against an insurer believed to be
delaying payment of claims), and the present structure of not fining for the
illegal act but the violation of a cease-and-desist order, there is little
incentive for insurance companies to refrain from unfair or deceptive
practices. California Chief Justice Lucas in his majority opinion in
Moradi-Shalal v. Fireman's Fund Insurance Companies, the case that
overturned Royal Globe, states:

"We caution, however, that our decision 1s not an invitation to the
insurance industry to commit the unfair practices proscribed by the
Insurance Code. We urge the Insurance Commissioner and the courts to
continue to enforce the laws forbidding such practices to the full extent
conslstent with our opinion,"

CONTINUEQ)Q
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SB 1363
Page 4

This bill is consistent with the spirit of Moradi-Shalal by giving adequate
power to the Commissioner to dissuade insurers from unfair practices, and by
providing an incentive to the insurance industry to refrain from such practices.
Under present law, the economic advantage of postponing settlements on a wide
scale basis, for example, is not offset by any economic sanction.

SB 1363 15 a companion bill to SB 1364 which deals with McBride~Grunsky rate

violations.

ASSEMBLY FLOOR VOTE:

3 .

SENATE BILL NO. 1363 (Robbins)—An act to amend Sections 790.05 and 790.07 of,
‘wd 1o 8dd Section 790.035 to, the Insurance Code, relating to insurance, and declaring
he urgency thereof, ta take effect immediately,

Bill read third time, and presented by Assembly Member Bane.

The question being on the passage of the bill.

Bill passed by the following vote:

Allen
Areias
Bader
Baker
Bane
Bates
Bentley
Bronzan
Calderon
Campbell
Chacon

Brown, Dennis

AYES—89
Elder }ohnston
Epple ones
Farr Kalz
Felando Kelley
Ferguson Klehs
Filante Lancaster
Floyd Lempert
Frazee Leslie
Friedman Lewis
Hannigan Margolin
Hansen Mojonnier
Harris Moore
Harvey Mountjoy
Hauser Murray
Hayden Nolan
Hil O'Connell
Hughes Peace
Isenberg . Polanco

NOES—~2

MeClintock

Bil) ordered transmitted to the Senate.

DLW:jk 9/13/89 Senate Floor Analyses

“Pringle
uagkenhush

R0
Roybal-Allard

Sesstrand
Speler

Statham
Tanner
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%ﬁ% Finance 58 1363

XUTIOR -~ FENDMENT DATE
Robbins Septemher 11, 1989

SUBJECT
INSURER PENALTIES FOR UNFAIR PRACTICES

This bill would authorize the Insurance Commisstoner to assess specified fines
for violations of existing law relating to unfair practices and deceptive acts.

The bi11 is an urgency measure.

SUFMARY OF REASON FOR SIGNATURE

SB 1363 would discourage insurance companies from violating statutes relating
ro unfair practices and deceptive acts and thereby- anhance the protections’

available to consumers.

FTSTORY . SPONSORGHIP, AND RELATED BILLS
Sponsored by the author.

This bil1 is similar to SB 1364 relating to violations of insurance rate
provisions of proposition 103.

Assembly 69-2

‘Sepate . 33-1 . - ,
FISCAL SUMMARY--STATE LEVEL T
SO (Fiscal Impact by Fiscal Year) .. ...

Code/Department LA tDojlars in thousands? o
Code

Agency or Revenue co ) N
Type : RY FC___1989-90 - FC  1990-91 FC__1991-92  Fund
2290 ~ Insurance G0  ~mmmmmmm—em See Fiscal Analysis—r=—m—mum—

Impact on State appropriations Limit--No

ANALYSIS
A. Specific Findings

Existing Taw provides that 1f an tnsurer allegedly violates certain
statutory provisions relating to unfaly practices and doceptive acts, the
Insurance Commissioner may hold a hearing to determine whether a violatton
exists. IF, after a hearing, the Commissloner determines ithat any act or
practice by an insurer 1s In violation of law, the Commissioner may lssue
an order vegquiring the {nsurer to cease and desist, Under existing law,
an insuyrer is not }iable for a penalty unless It vlolates the order issued

by the Commissioner.
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AUTHOR: AMENDHENT DATE BILL NUMBER

~ Robbins September 11, 1989 SB 1363

ANALYSTS

A.

Specific Findings (Continued)

This bi11 would provide that an insurer who violates statutory provisions
relating to unfair practices or deceptive acts peforé an order is issued
by the Commissioner is 1iable for a penalty of up to $5,000 for each act
or combination of inadvertent “cis, or %10,000 for each act for a wiliful
violation. The penalty would ba assessed by the Commissioner in
connaction with the hearing on the order.

This bi1l 13 intended to discourage insurance companies from violating
existing unfair practices and deceptive acts statutes.

Fiscal Analysis

This bill would not increase State agency expenditures but has the

potential for Increasing General Fund revenue from finas and penalties.
However, neither the number of violations that may occur nor the number
¥hat would result in a fine or a penalty can be predicted at this time.
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ENROLLED BILL REPOR

T Business, Tra%j@%orfauonand Housing Agency

DEPARTMENT
b RORRINS

AUTHOR 8iLL NUMBER

NSURANCE
: & 1063

SUBJECT

38 1363
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SUMMARY.

SB 1363 imposes a penalty £for committing an unfair or
deceptingpractice.
IR
spoNsOR 7

This is the author’s own onill. The contact person 1is Sal

Bianco at 5-0825.

IMPACT ASSESSHMERNT

This »hill imposes a penalty upon any person engaging in an
unfair method of competition, or any unfair, deceptive, or other
gpecified act, Tha fine is not to exceed 85,000.00 for each act
or $10,000.00 for each willful act. The commiasioner has
digscretion to define the act, excapr® if the issuance, amaendment or
servicing of a poliecy is inadvertant, all of those acts shall be
conezidered a single act for the purpose of the penalty.

The penalty shall be determined and imposed as part of the
hearing on ithe charges that the parson has engaged in an illegal
act. The penalty may be appealed according to specified

procedures.
Under current law, a monetary penalty may be imposed only if

a person violates a cease and desist order isgsued by the
commigsioner upon a determination that charges against the person

are justified.

ARGUMENTS PRO

Under current law, the commissioner has no power to impose a
panalty until an insurer violates a cease and desigt order, thus
thera i8¢ no meaningful deterrent against a violation of the Unfair

PraclLioces Bct itself.

This bill is consistent with the spirit of Moradi - Shalal
hacanste it provides an incentive for idnsurers to refrain fromw

unfadir acts.

Arrzovding to the author’s cifice, the bill is aupported by:

-nacramento Urban League

-ftalifornia Conference of Machiniats
-r'ongreas of California Seniorg

“+AIR (Fair Automobile Insurance Rates)
-ratifornia Commiession on Aglng
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ARGUMENTS CON ‘

Thers is no known oppogition.

RECOMMENDATION

The department recommends that the Governor SIGN SB 1363.

Expert: Roxani Gillespie
ATSS: 8-597-9624
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“JUN 23 195¢

ASSEMBLY COMMITTELE ON FINMNCE AND. INSURANCE
"Patrick Johnston, Chairman

BACKGROUND INFORMATION REQUEST

Measure: SB 1363
Author : Senator Robbins

Origin of the bill:

a. Who is the source of the bill? What person, organization, or
governmental entity requested introduction?
-author e .

b. Has a similar bill been before oither this session or a previous '
seasion of the legislature? If SO};pléaSé:identify:the&session1~bill

number and disposition of the bill.
noL. :

c: Has there been an interim committee report on.the bill? If so0, please-
identify the repoxt. - 1 @

is the problem or deficiericy in the present: law which

‘the 'bill seeks ¢

fa2}
—
i
: . —
(o]
[ ]
[+=]
e

ing linfair-or deceptive practices capnot ..
~the Insurance Commissioner issues a ..
ries. 1iable for the .

nsyrance

ompanies -commit’

he pract

VIGE.

bill, or :staté where such material is available for reference by committee
staff:

pies of any background: mati L in exp

ENT.SER

of the Senatewlcc'ana1Vsﬂérig»afﬂack£QZ .

*lease atte ies of t ox opposition from any group,
organization, or governmental agency who has contacted you either: in
support or opposition to the bill.

Please attach copies of letters of suppor

If you plan substantive amendments to this bill prior to hearing, please

explain briefly the substance of the amendments to be prepared. AN
An amendnient requested by the: Insurance Depapiment is platned . considered technical s’

List the witnesses you plan to have testify.
Not known at this time.
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i
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RETURN THIS FORM TO: ASSEMBLY COMMITTEE ON FINANCE AND INSURANCE.

Phone 445-9160

Questions should be directed to Leah Cartabruno at 5-0825.
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Senate Bill No. 367

CHAPTER 723

An act to amend Sections 10123.13, 10123.147, 12921.1, and 12921.3
of, and to add Sections 10123.137, 10133.66, and 10133.67 to, the
Insurance Code, relating to health care coverage.

[Approved by Governor October 7, 2005. Filed with
Secretary of State October 7, 2005.)

LEGISLATIVE COUNSBL’S DIGEST

‘prov1der s comp]ete claim: w1th1n a spec1ﬁed tlmeframe or to provide:
notice to the provider explalmng its reagons.:for: denymg or:contesting: the
.clalm ,

icomplamts and 1nqu1r1es from
:relatlng 1o hea]th msurance 1ssues and prov1d1ng information-conc

‘that notlce of the ba31s for contestmg or denying;
provider or insuired may TEqUest réview by the: department of the insure;
actlon The bill would also- requlre each contract between a ‘health insurér

would

requlre the mechanism to also beavailable to noncontrac ing p :
The bill would require annual réports by health insurers to the department
in that regard beginning on July.1, 2007.

The bill would incorporate changes madé’by AB 729 that wouldbecome

operative if both bills are enacted and this bill is enacted after AB 729..
The people of the State of California do enact as féilows.‘:

SECTION 1. (a) The Legislature finds and declares the following:

91
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Ch. 723 ' .

{1 Hgalth care suvu.cs nust’ bo 'llele]b Ao Cahiommns without
uninecessary administr ahve procedures ,..mtcrl uptions,.er dclays
i ; artment of Insurance estimated that it
 pereentof the fotal accident and health
' respect to thiese commercial products that arc
. the Departiment of Insurance and the Department of
Managed Heal 1 Care regulated: products, the Department of Insurance
16, pereent of the comprehiensive commercial health insurance

sel te dcpartments responsible for regulating entities
e 486, patients and their health care providers

ty of the appropniate regulator.
“the egls]ﬂmrc to reduce onfusion about {he
] ‘patients; who have.
prov ers. wil i
NSUrBnNce to cffccuvdy

_____ port iofi’ of the clalm
casons ncludmg for each
' 'by the insurer for

-elther may seck re at fhc insurer
coritested or denied, and:the riotice sliall inchide the address, Intémet Web
" site address, and’ telephone umber of the unit within the department that
performs this review function. The notice to the provider may be included

91
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—3— Ch. 723

on either the explanation of benefits or remittance advice and shall also
contain a statement advising the provxder of its right to enter into the
dispute resolation process described in- ‘Section 101233137, The notice to
the insurcd may also be included on'the explanation of benefits.

(bY If an uncontested claim is not reimbursed by delivery-to the
elaimant’s address of record within 30 wor king days after receipt, interest
shall accrue and shall be payable at the rate of 10 percent per annum
beginning with the first calendar day after the 30-working day period.

(¢) For ‘purposes of this segtion, a claim, or portion vtherc.of
reasenably contésted when the insurer has: not rccewcd acompleted clzum
anid all information neeessary o determing payer liability for the- claim, or
has not been granted reasonable access to information concerning provider
services.. Information’ necessary to determine lxablhty for the claims
mcludesv but is ot limited to, reports of investigations:. concermng fraud
‘and’ rcpresentatmn, and riecessary conserits, releases; and a ignments,,
a claim o appeal, or other information. inecessary nsixrcr o
determine; Lhe medical.necessity far the: health care serv1c 5Pl '

;determme payer hablhty for a-contested’ c1a1m and ‘has‘not relmb &
iclaim determined to be: payable within 30 working days of recexpt of that
Emformatlcm mterest shall accrue and be payable at arate ofi10 percent per
: 30-working day,

_ (b _An nsurer sshall also ensure that a dxspute resolutlon niechamsm is

dlspute, and 1f apphcable bxlled and paid amounts, The insurer’ shal]r
resolve each provider dispute : consistent. with: appixcable law and issue a_

written determination within 45: workmg d'xy*. after the date of receipt of
“the provider. dispute..

(d). Onand after July 1,2007, an insurer shall annually submit a report

{o the department rcg'irdmg its dlispute fesolution mechanism. The report

shall be public information and.include, at a minimum, information on the

91

contractmg providers: for the purpose of resolvmg bxllmg :

) submifted to the insurer in- wntmg ‘and: shall;
r v:dcr tax identification number panent name _

18



Ch. 723 —4—

number of providers that utilized the dispute resolution mechanism and a
summary of the dxsposmon of those disputes. To the extent the
commissioner requires detailed information dlsclosmg emerging or
established patterns of provider disputes or corrective action by the
insurer, the commissioner may maintain the conﬁden'aahty of any
information found to be proprictary, upon written request of the insurer..In
no event shall the commissioner find the required minimum information
described in this subdivision to be proprietary.

(e) If an insurer has an affiliated or subsidiary company that is licensed
as a health care service plan under Chapter 2.2 (commencmg with Section
1340) of Division 2 of the Health and Safety Code, the'insurer may use the
same procedures relating to the prov1der dispute resolution: process
established by the affiliated or subsidiary entity pursuant to subdivision (h)
of Section 1367 of the Health and Safety Code.

SEC. 5. Section 10123.147 of the Insurance Code:is'amended to read:

10123.147. (a) Every insurer issuing:group: or 1nd1v1dual"pohc1es of
health insurance: that ‘covers. hospltal medical, or: surgic
including those telemedicine services covered by the inst
‘subdivision (a) of Section 2290.5 of the Business and: P;
ishall relmburse each complete clalm, or portlon th eof whe

‘ Erecelpt of the complete claim: by the insurer.. However; a
‘contest or deny a clalm, or portlon thereof by not1fym ‘ the claiman
d ;30w

?recelpt of the. complete cla1m by the insurer
“portion thereof is contested ‘shall’ 1dent1fy ‘th

Y. !
‘each. 1nsured who recelved services ‘pursuant ‘1
contested or denied and to the insured’s: health:care'p
the services at issue. The notice required by t
a statement advising the prov1der who submitted the clalm on behalf of the
insured or pursuant to a contract for altemative rates of payment and the
\insured that either may seek review by the department ofa claim that was
contested or denied by the insurer and the address; Internet Web site
address, and telephone number of the unit within the department - that
performs this review function. The notice to the provider.may.be included
on either the explanation of benefits or remittance advice.and shall also
contain a statement advising the provider of its right to emter into the
dispute resolution process described in Section 10123.137. An insurer may
delay payment of an uncontested portion of a complete claim for

91
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_5_ Ch. 723

reconsideration of a contested portion of that claim so long as the insurer
pays those charges specified in subdivision (b).

(b) If a complete claim, or portion thereof, that is neither contested nor
denied, is not reimbursed by delivery to the claimant’s address of record
within the 30 working days after receipt, the insurer shall pay the greater
of fifteen dollars ($15) per year or interest at the rate of 10 percent per
annum begmnmg with the first calendar day after the 30-working-day
period. An insurer shall automatically include the fifteen dollars ($15) per
year or interest due in the payment made to the claimant, without requiring
a request therefor.

(c) For the purposes of this section, a claim, or portion thereof, is
reasonably contested if the insurer has not received the completed claim. A
paper claim from an institational provider shall be deemed complete upon
submlssmn of a leglble emergency department repoxt and a completed UB

d:

tatlon to ellglblllty determmatlons or in

instances where ‘thé  plan” has not been granted reasonable access to-

information under ‘the provider’s:control. An insurer shall specify, in a
written notice to*the provider within 30 working days: of receipt of the
claim, which, if-any, of these exceptions applies.to a claim.

(e) If a claim or portion thereof is contested on the basis that the insurer
has not received information reasonably necessary to determine payer
liability for the claim or portion thereof, then the insurer shall have 30

91
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working days after receipt of this additional information to complete.
reconsideration of the claim. If a claim, or portion thereof, undergoing
reconsideration is not reimbursed by delivery to the claimant’s address of
record within the 30 working days after receipt of the additional
information, the insurer shall pay the greater of fifteen dollars ($15) per.
‘'year or interest at the rate of 10 percent per annum beginning with the first
calendar day after the 30-working-day period. An insurer shall
‘automatically include the fifteen dollars (§15) per year or interest due in
the payment made to the claimant, without requiring a request therefor..

() An insurer shall not delay payment on a claim from a physician or
other provider to await the submission of a claim from a hospital or other
pprovider; without citing specific rationale as to why the delay was
inecessary and prov1d1ng amonthly update regarding the status of the: claim
‘and. the ‘insurer’s actions to resolve the claim, to' the provider that
:submitted:the claim.

(g) An insurer shall not request or require that:a provider waive its

(h)This section shall’ apply only to clalms for servxces ren red to:
‘patient who: was provided emergency services -and:care as’ defined:in
‘Section 1317:1-of the Health and Safety Code in the:United States on or
iafter, September 1,.1999..

(1) This sectlon shall not be construed to affect the rightsior obligations

;Sectlon 10133.66 is’ added to the Insurance -Cod
‘On or before July:1; 2006, the cornmissioner;,
gor her; authonty under: Section 12921 1; ‘'shall::also: complet

iIntemet Web site dedicated excluswely to processing: complamts and
%mqumes relating to health insurance issues-from insureds.and thei health
care providers. The Web page shall prov1de insureds and their '
'prov1ders ‘with information concemlng filing a complamt and making an
-inquiry conceming a health insurer and, at.a minimum, shall provide: the
“following information:

(1) "The department’s toll-free telephone number.

(2) Alist of all health insurers licensed by the depariment..

(3)- Educational and informational guides for health insurance:-
consumers and health care providers describing their rights under this
code. The guides shall be easy to read and understand and shall be made

91
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—7— Ch. 723

available to the public, including access on the department’s Internet Web
site.

(4) A separate, standardized complaint form for health care providers to
file a complaint.

(c) An insured or health care provider may file a written complaint with
the department with respect to the handling of a claim or other. obligation
under a health insurance policy by a health insurer or production agency,
or with respect to the alleged misconduct by a health insurer or productlon
agency. The commissioner shall notify the complainant of the: recexpt of
the complaint within 10 business days of its receipt. The commissioner
shall make a determination on the complamt within 60 calendar days: of
the date of its receipt, unless the:commissioner,.in his:or. her discretion,

‘determines that additional time is reasonably necessary to fully:and fairly

evaluate the complamt ‘The commlsswner shall notlfy the complamant of

beneﬁts prov1ded to'an 1nsured that ‘are‘covered.
insurance policy:: ,
SEC 8 Sectxon:r 2921 1 ofthe Insuranc ‘Code

July 1, 1991 to investiga
;pursuant to Sect1on 12921

‘the departiierit:
(3) :A. simple, standardlzed €
‘complaints will be: properly regis ered and lracked
(4) ‘Retention of records:on. complamts for at:least three years:after the
complaint has been'closed. .= =~
{5) ‘Guidelines to disseminate: complamt and’e

forcement 1nformatlon

on individual insurers to the public, that shall mclude but not be limited.

to, thé following:

(A) License status..

(B) Number and type of complamts closed within the last full calendar
year, w1th analogous statlstlcs from the pnor two - years: for companson
requlre that corrective action be taken against the insurer; or: leadmg to
insurer compromise, or other remedy for the c_omplamant as compared to
those that are found to be without merit. This information shall be

?telephone'nurnber and how to reglster a complaint.or make an: mqu1ry to

22



Ch. 723 —8—

disseminated in a fashion that will facilitate identification of meritless
complamts and discourage their consideration by consumers and others
interested in the records. of insurers.

(C) Number and type of violations found, by reference to the line of
insurance and the law violated.. For the purposes of this subparagraph the
department shall separately report this information for health insurers.

(D) Number and type of: emerit actions take.

itio of -complaints ‘total P hcxes m fou.c or premium

insurance ratios's
1o tota] car yeam

?of Chapte” 9-of Part 2! of Division 1:for complamts w1thm the purv1ew of

ng: the program requlred by this
itediito::a description of the
stmg civil, criminal, and
L 0. complaints received; the
percentage of the: department s personiicl :years devoted to the handling
and resolution of complamts and suggestions for leglslatlon to improve
the  complaint : y apparatt

: . ‘apparatus and to. increase the amount of
enforcement action undertaken: by-the department pursuant to complaints
if further enforcement is deemed necessary to énsure proper compliance
by insurérs with the law.

(b) The commissioner shall promulgate a regulation that sets forth the
criteria that the department shall apply to determine if a complaint is

91

fprov1sxons of. law : requlrmg.

guxdelmes that set’ forth
' flature, severity,. and:
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—9 Ch. 723

deemed to be justified prior to the public release of a complaint against a
specifically named insurer.

(c) The commissioner shall provide to the insurer a description of any
complaint against the insurer that the commissioner has received and has
deemed to be justified at least 30 days prior to public release of a report
summarizing: the information required by this section. This description
shall include all of the following;:

(1) The name of the complainant.

(2). The date the complaint was filed.

(3) A succinct description of the facts of the complaint.

(4) A statement of the department’s rationale for determmmg that the.

comiplaint was justified that applies the department’s criteria to the facts of
the complamt
(d) An msurer shall prov1de to the department the ‘name;, mallmg

ectlon 12921 3,0 comply w1th S
1 fore_emen_t__ actlens agams

:complamt has. been closed.

5) Guidelines to disseminate complaint and enforcement. information.
dividual insiirers. to the public, that shall include;:but not be. limited
'to"the'followmg

(A): License status.

-(B)::Number and type of complaints closed within the last-full calendar
‘year, with analogous statistics from the prior two years for ‘comparison.
The- proportxon of those complaints determined by the department-to
-requ1re that corrective action be taken against the insurer, or leading to
insurer compromise, or other remedy for the complainant, as compared to

91
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Ch. 723 — 10—

those that are found to be without merit. This information shall be
disseminated in a fashion that will facilitate identification of meritless
complaints and discourage their consideration by consumers and others
interested in the records of insurers.

(C) Number and type of violations found, by reference to the line of
insurance and the law violated. For the purposes of this subparagraph, the
department shall separately report this information for health insurers.

(D) Number and type of enforcement actions taken.

(E) Ratio of complamts received to total policies in force, or premium
dollars paid in a given {ine, -or both. Privdte passenger- automobile
insurance ratios shall be c@leulated as tlie humber of complaints received
to total car years eamed in'the period studied. .

(F) Any other information. the ‘department deems i is appropriate publlc

information régarding the complaint:record of the insurer that will assist:
ction shall be‘

the public in selecting an msurer-fHowcvct notlnug in this
construed to perrmt dlScl sure o_ :

nuder any other prov1s10n of law:.
--txmcs fo ’each step of complamt»

operauon ‘of the complamt handlmg process; listing:civil, crirminal, and
administrative iactions taken ‘pursuant to ‘complaints: ‘received; the
percentage of the department s personnel years: devoted. to.the’ handlmg
and resolution of complaints; and . suggestions for. leglslatlon to improve
the complaint handling apparatus- and 'to increase the: amount of
enforcement action undertaken by the department pursuant to ‘complaints
if further enforcement is deemed necessary to ensure: proper compliance
by insurers or production agencies with the law.

91
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— 11— Ch. 723

{b) The ¢ommissiorier shall promulgate a regulation that sets forth the
criteria that the: -department shall apply to determine if a complaint is
deemed 1o be Jusuﬁed prior to-the public release of a complaint against a
specifically named insurer or production agency.

(c) The commissioner shall provide to the insurer or production agency
a description of any complaint against the insurer or production agency
that the commissioner has received and has deemed to be justified at least
30 days prior to public release of :a ‘report summarizing the information
required by this section. This description shall include all of the following:

(1) The name of the complainant,

(2) The date the complaint was filed.

(3) :A suceinct description.of the facts of the complaint.

(4) A smtement of the. departmient’s rationale for. determining that the
ain jtlﬁed that applles the. department s criteria to the facts of

departmcm-f the name, mailing
e nump *a person whom the
"ntes a8 the Te pzent of all niot ices, correspondence, and otlier

coticerming -‘omplamts ‘described. ity this

the fo]lowmg reason
| is represented by an’ attorney‘in a dlspute w1th an
(2'.
(3) The comp aint is from ian attomey, if the complamt is ‘based’ upon

' e,bellefs about violations of law known to an

d:spute, mcd
known.

(d) The commlssmner as he or she deems appropriate, and pursuant to
Section 12921.1, shall provide for the education of, and dissemination of

___‘on, arbltratlon or- civil action involving the clalm is
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Ch. 723 —12—

information to, members of the general public or licensees -of the
department concerning insurance matters.

SEC. 9.5. Section 12921.3 of the Insurance Code is amended to read:

12921.3. () The commissioner, in person or. throngli employces of the
.dcpaxtmcnt shall receive complaints-and inguiries, investigate: complaints;
prosecute insurers.or production agencies when appropriate and according.
to- guidelings determined pursuant to Section 12921.1, and rcspond to:
complaints: and ioquirics by members of the. publxc concmxmg the.
handling ‘of insurance claims, including, but not limited to, viclations of.
Article’ 10 (corumencing. w1th Scetion 1861) of Chapter 9 of Part 2 of
Division 1, by-insurers-or producnon agencies, or alleged misconduct by
insurers or productlon agencies.

‘(b) The commissioner shall not decline to investigate complaints: for:
any of the followmg reasons:

(1) The “insured is represented by an attorney- in a- dlspute Wwith an’
msurer, or is in mediation or arbltratxon

'shall only becomc operatlve 1f (1) both bills are: en
effective on'or before January .1,:2006,: (2) each billiamend
12921.3 of the Insurance Code, and 3) thxs bill is enacted after AB 729,
which case Section 9 of this bill shall not become operative,

91



EXHIBIT 1



L16179YY tUUB)

SIINEAD LNDLNI JALILY 191031 \M‘Q““l

ayy 03 ojeasuowSp [[eys pue asey feys ueld A1oaq (€) T'GLET
:peal 0}

popuowe §1 3pay) A39§eg pur YIjusf] 941 Jo T'GLET UOD2S g DS
‘[eedde uo unep B 10 ‘SJUSUIUSISSE pue ‘SosES[al
‘sjuasuoa AIesseoou pue ‘uonejuosaidoisiu pue pnelj SUMIIOUOD
suoneSyseaut jo spodal ‘oy pojrua] jou ng Surpnpul ‘Umep Yyl
10§ Anpiqer 1oAed ouTuLIa}SpP 0] A1BSS9J9U UOHEULIOJU] [[¢ PUE WIE[D
pelejduiod ay3 paAtadal jou sey ue(d 5y} YoIym ul Suoneryis sspnput

‘yoa1oy} uwonlod Io ‘wiepd pasaIU0d B ‘mofoas SIY) Ul pasn Sy
"sep Supjiom (g URIIM ‘BunuUMm ur ‘payniou
aq [[eys JUBWIIE[> Sy} 958d Yorym ut uejd oY) Aq paIsajuod st Joa1a13
uonod 10 uIrep 93 sseun ‘uefd 901a19s 918D YI[eoY Y] Aq WIE[D o3
Jo 1d1e0a1 193)e sep SunjIoM gp ‘UONEBZIUBSIO0 SOURUSIUIEW UR[B3Y B
st weyd 9014195 910 WR[ESY Sy} JI 10 ‘ue[d 901ATSS 918D Y[Rl ayj Aq
wrepo 9y Jo 1dreoa. 103 sAEp Supjiom (g ueq) 193] ou ng ‘Teonoeld
se Toos se ‘sasuadxa 250y} 10§ ‘@3r1S JO 100 IO 93¥)S Ul JISYISYM “UITefd
Aue jo uopiod Aue 1o sume asInquial [feys sesuadxd [ed1dms 10

‘feorpow ‘featdsoy s19400 Yorym urefd 3D1AISS 918D \A[EIY V  "TLET
:pea1 0}

‘apoD) A1ayeg pure Yi[eoH 93 01 PSPPE ST ILET UORD3S T NOLLOAS

:SMOJJOf SE JOBUS Op BIUIOMI[ED JO S3EIS oY) Jo dydoad ay ],

‘uejd 10 I9INSUY
a1 £q poIS9IU0D SSIUN ‘93B3 JO JNO I0 SIEIS UT JISYIYM ‘WB AUt 0
£1dde pnom suoistaod asay, “WIE]d Y3 JO 1d190a1 19)JE sAep SupjIom
¢p uey) 193e] ou poxmbol aq pNOM JUSWISSINQUIRI UONEZIUESI0
souruojurewr Yijpeay e St jegi ue[d 90IAISS OIBD Ifj[eay ® l10j
ey 3deoxa ‘wired 9y Jo 1dredal 1o)ye sep Supjiom g Uey} 193] ou
nq reonodeid se Uoos SB JuSWASINqUIISI 10§ apraoxd pinom ffiq S
‘uerd 10
Aarjod ayj 03 juensind spew sWIED jJO JUIWASINGUIISI 10 JTUIl] S
oyoads e 395 jou seop sue(d 9014198 218D {eaY pue ‘suejd 301AIS
[endsoy 3yorduou ‘suerd jyousq aiejom 9koiduwro paInsul-jes
‘gourinsu} AyfIqesip jo sowiod 03 j0adsal Y ‘me} SunsXy
"JUSWISSINQUIISI WITB[O :90URINSUI YA[ed 'odead ‘G0z €Y

I1SADIA S TIASNNOD HALLVISIOHT

9861 ‘28 1oquuaidag aqeg Jo 1121095
yim papid ‘9861 ‘03 1equoydog louraisos) £q pasoiddy]

-@0oueInsul 03 Suneal ‘9po)) 2oueInsuy 3yj 0}
08T°3TSIT PUe £1°€I0T SUONDS PPE 0} pue “@po)) A1o3eg pue yTes
ayj ‘o3 [LET UOID3S PPE O3 PUE ‘JO T'GLE[ UONDSG PUSUIE 0] 108 Uy

186 H4LIVHO

90G¥ "ON [1'q A|quuossy

28



LIBITYYY \UUB)

‘[eadde uo unep ® 10 ‘SjusuIUBISSE pur ‘soseo[dl
‘SJuasu0D AIBss90au pue ‘uonejuasordaisita 10 pnely JUIU1SdUOD
suonu3dysaaul jo syiodal ‘o) pajnur jou ing Sulpnpoul ‘WIR 3}
10j Ajiqey] 19Aed oUIULISIAOP 03 AIBSSS09U UOLJBULIOUI [[B PUB WIB]D
pa19[dwo0 ayj paAladal jou sey ueid a1} Yorym Ul SUOIIBNIIS sopn[oul
‘Joe1ayy uoniod IO ‘WIeE PIISAIUCD B “UOIIDSS SIY] UL Pasn Sy
'sAep Sup{Iom (g UNPIM ‘BunlIm UL ‘payniou aq ||Bys JULBLLLID
a3 asro yoym ur uerd ayj £q pa3isa3uood st Joalays uorjiod 1o wrrp
a1 ssojun ‘ueld so1419s [eidsoy ayy Aq wire]d sY) jo 1d1ona1 193e sAep
Bun{rom ¢gp ‘uolezZIuE3Io SoUBUSIUIBW YISy ® s we[d 3y} J1 10 ‘ueid
201108 feyrdsoy ayj3 Aq wire[o 943 jo 3d1oda1 19)je SABp Sul{10M Of Uey)
133e[ ou Jnq ‘[eonoerd st uoos se ‘sasuadxo yons I10j *ajeIs JO INO IO
91e1s Ul 19y3oym ‘wiep Aue jo uontod Auv 10 sSWIRD SSINUIBI {[eYS

L86 4O -t

AUINEADS LNDLNI /LY 10103t \\ms.‘.

siseq [enplarput 10 dnoi3 e uo sasuadxo 1eo13.1ns 1o ‘[eorpaw ‘Tejrdsoy
s12A00 jey} uepd aotares endsoy jyoiduou Aieay -08T'BISIT
1PBa1 03 9p0Y) IOURINSU] 93 0} POPPE St 08T ZISTI Uodds 'F OIS
‘reedde uo wre € 10 ‘SjuoWIUBISSE PUE ‘SISEI[II ‘SJUSSU0D
A1essooau pue ‘uonEIuSsadaisiu J0 pneyy BulLIaduod suoye3nsaAut
Jo sjzodax ‘03 pajmua jou Ing Sumpnpur ‘WrEpP Y3 Ioj ANIqer]
1afed sau1u19}9p 03 AIBSSSO9U UONEULIOUL [[e pue wied paje[duaod
® poA190al jou sey us[d IO JoInsur Y} YOI Ul SUOLEN]IS Sopnpout
‘Joaiayy uontod 10 ‘urrepo kummucoo e ‘U0oDas STy} uj posn sy
'sAep 3upjIom (g UM ‘Bunum Ul ‘pagnou 3q [[BYS JUBUWIIE[O 3}
9580 YOIYM Uf JoINSul 9y} Aq Pa3sajuod st Jootay) uonod 10 wrepd oYy
ssaun ueyd 10 1a1nsui 9y Aq Wikl ot jo 1d1e0a1 1a3ye sAep Sunjiom
0g ueyy 193] ou Inq ‘eonoeld se uoos se ‘sosuadxe yons 10} ‘9)els Jo
N0 IO 97e)S U I9YSYM “WTe[d AUe Jo uontod Aue I0 SUIR[D 95INqUIFAI
[eys sesuadxs [eo1Bins lo ‘feorpowr ‘[ejdsoy s19A00 yomm ued
Jjouaq arejom sasojdure painsul-j[as A19A2 pue adoueINSuj AJIQESIP
jo sowrod fenpuipul 10 dnoi3 Supnsst 1orusur A1oAy  ‘€1°€3I01
:peal 0} “Opo)) SOUBINSU] U3 G) PAPPE St 1°€310T Uondas ¢ "DHAS
*§10BIJUOD
ue[d e 1opun popiroid SIVIAIGS DIBD YI[ESY SUESUI , SOOIAISS
oIed UYI[EaY poIdA0d,, ‘uonoas siy} jo sosodind oyl 10 (9)
'S90IAIOS
2180 Yjjeay jo uoisiaoxd 3y} 10§ siopraoid yIm sjuewsally (g)
Tendes Sunjiom jo Aoenbope ayy, (2)
-uepd a3 £q posn sa3Ieyd pue SaJel JO SMPSYOS Y} PUE SIIIAISS 18D
yareay loj sjuoweSueLre s trejd ap Jo ssaupunos feroueuy Uy, (1)
:Bummoj|oy
8Y3 ‘0} pajlWy| 2 J0U Ing ‘1I9PISUOD {[EYS JSUOISSTUIUIOD ) o1 U3
3ABY UOIOOS STY] JO SUORIPUOD 9y} Iayioym Sutunuislop u (q)
JuawaIimbar siyy £3sges [reys (‘bas 12 1001 'S99 *D'SN 63 ‘SLO1-638
'SIelS 88) 90P-€6 M¥] OHqn{ I9pun (0983 3ed "Y' A'D 63) SUOHE[M3ax
ayy jo o Imydeyoqng jo sjuowexmbar ayl SBupeswr simpadord
B ‘T2€T UOnoag ul papiaoxd se 1dooxy “sungo ss[[oIua 10 I9quasqns
pue 1apiaoid jo ferusp 10 Juswiled jdwoid 10§ sinpadord vy (g)
“1e94 [Bsy jey)
10j 2WODUT SJ Jo Juad1ad QT Pa9oxd sIeak [edsy SH JO Aue 10§ $3500
It Yolym Aq junouwre ayj jo juadiad Qg ueyj Iour Jou 10§ pue ‘ueld
2y} ySnoiy} painoss aq pinod A3y a10joq uoisiaoid 119y} paimnbaia
A)1s5300U [edIpawt asneoaq ueld oY) YSnoly) usy) 19110 SISqUISI $31
0} pap1aold sadIAILS 1RO (3[B3Y POISA0D JO 1500 9y} 10] ‘Xead Aue ur
(000"C$) SIEfjop PUELSNOY3 9Al SPaadXs YoIym Jo anfeA ajedoidBe oY)
‘S301AI3S SIEI UI[ESY PAISA0D I3[[0IUD IO JaquIdsqns Aue 03 urpraoid
JO 1500 9y} 10j suowsBuelle IS0 oeul IO JDUBINSUI UTeIqo
Kewr ueyd e jeyy 1do0xa ‘SEOIAISS 91D I[BaY PaISA0D JO uoisiaoxd
ayj Ioj siseq aAndadsord B uo YSU [EIOUBUY [0 pawunssy (@)
*AdusA[osul Jo Jsu
ay3 1surede uolsiroxd ajenbape pue :orw._omo punos Ajeasy v (1)
"BULMO[[OJ S JO [[¥ SPY 11 JBY) ISUOISSIUIUIOD

—%— 156 4O

29



PROOF OF SERVICE

Re:  In the Matter of PacifiCare Life and Health Insurance Company
File No. UPA 2007-00004

] am employed in the County of Los Angeles, State of California. I am over the age of 18
and not a party to the within action. My business address is 10940 Wilshire Boulevard, Suite
2000, Los Angeles, California 90024.

On, May 31, 2012, I served the foregoing document(s) described as CALIFORNIA
DEPARTMENT OF INSURANCE’S REQUEST FOR OFFICIAL NOTICE on all
appropriate parties in this action, as listed, by the method stated.

Thomas McDonald Ronald D. Kent

Katherine Evans Felix Woo

SNR Denton US LLP Susan Walker

525 Market Street, 26" Floor Steve Velkei

San Francisco, California 94105 SNR Denton US LLP

Facsimile: (415) 882-0300 601 South Figueroa Street, Suite 2500

E-mail: thomas.mcdonald@snrdenton.com Los Angeles, California 90017-5704
katherine.evans@snrdenton.com Facsimile: (213) 623-9924

E-mail: ronald.kent@snrdenton.com
felix.woo(@_snrdenton.com
susan.walker@snrdenton.com
steven.velkei@snrdenton.com

X If electronic-mail service is indicated, by causing a true copy to be sent via
electronic transmission from Strumwasser & Woocher LLP’s computer network in Portable
Document Format (PDF) to the this date to the e-mail address(es) stated, to the attention of the
person(s) named.

X IfU.S. Mail service is indicated, by placing this date for collection for mailing true
copies in sealed envelopes, first-class postage prepaid, addressed to each person as indicated,
pursuant to Code of Civil Procedure section 1013a(3). I am readily familiar with the firm’s
practice of collection and processing correspondence for mailing. Under that practice, it would be
deposited with the U.S. Postal Service on that same day with postage thereon fully prepaid at Los
Angeles, California, in the ordinary course of business. I am aware that on motion of the party
served, service is presumed invalid if postal cancellation date or postage meter date is more than
one day after date of deposit for mailing contained in the affidavit.

[ declare under penalty of perjury under the laws of the State of California that the above is
true and correct. Executed on May 31, 2012, at Los Angeles, California.

/

\LaKeitha Oliver
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