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I. INTRODUCTION

Consumer Watchdog (“CWD?”), Intervenor in the above-entitled proceeding, submits this
Request for Compensation (“Request”) pursuant to Insurance Code section 1861.10, subdivision
(b), and the intervenor regulations, California Code of Regulations, title 10 (“10 CCR”), § 2661.1
et seq. for its substantial contribution to the Commissioner’s decision approving 21st Century
Insurance Company and 21st Century Casualty Company’s (“21st Century” or “Applicants”) auto
insurance rate applications as revised pursuant to the final Settlement Stipulation reached by
Consumer Watchdog, the Department of Insurance, and Applicants (collectively, the “Parties”).

Proposition 103 and the intervenor regulations expressly provide for consumer
participation in the rate review process. This is because “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.”” (Assn. of California Ins. Cos. v. Poizner (2009) 180 Cal.App.4th 1029, 1041.)

Invoking the right the voters accorded themselves under Insurance Code sections
1861.10(a) and 1861.05(c) to enforce the provisions of Proposition 103, Consumer Watchdog
initiated this rate proceeding when it filed a Petition for Hearing, Petition to Intervene, and Notice
of Intent to Seek Compensation (“Petition’) on April 29, 2024, challenging 21st Century’s rate
applications seeking approval of an overall +18.37% ($85 million) rate increase to their private
passenger auto (“PPA”) line of insurance. (File Nos. 24-496, 24-496-A [“the Applications™].)

Consumer Watchdog represented the interests of consumers and policyholders by
presenting issues, evidence, and arguments in its Petition and subsequent requests for information,)
written rate analysis and templates, correspondence, and written and oral communications with
the Parties that were separate and distinct from those raised by the Department of Insurance (the
“Department”). Consequently, the Insurance Commissioner (“Commissioner”) had all this
information available to him when making his decision that would not have been available had
Consumer Watchdog not participated. Ultimately, the Parties entered into a Settlement Stipulation|]

resulting in a lower overall rate increase of 15.9%, as proposed by Consumer Watchdog, which
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collectively amounted to annual premium savings of approximately $11.4 million! as compared to
the rates originally sought by 21st Century. The Commissioner approved the Applications
pursuant to the stipulated rates. Had Consumer Watchdog not participated and advocated for the
Parties’ agreement to its proposed indication of 15.9%, the Department would have approved the
requested 18.37% rate increase since its final indication based on its own actuary’s rate
calculations was for an overall 35.5% maximum permitted rate increase. As a result, Consumer
Watchdog substantially contributed to the Commissioner’s decision to approve the Applications
pursuant to the Stipulation.

For its substantial contribution, this Request seeks Consumer Watchdog’s reasonable
advocacy and expert fees in the total amount of $38,349.00. This Request includes time spent
working on this matter, including preparing this Request, through October 24, 2024. This Request
is based on the facts and circumstances of this matter as summarized in Section III below and in
supporting exhibits, the record in this matter, and the accompanying Declaration of Benjamin
Powell (“Powell Decl.”). In light of the substantial contribution Consumer Watchdog made to the
Commissioner’s decision in this proceeding to approve the Applications pursuant to the Parties’
Settlement Stipulation, as discussed further below, the compensation sought for its attorney,
paralegal, staff actuary, and consulting actuary fees is abundantly reasonable.

II. CONSUMER WATCHDOG IS ELIGIBLE TO SEEK COMPENSATION IN THIS
PROCEEDING AND ITS REQUEST IS TIMELY

The intervenor regulations provide, in part:

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 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.

(10 CCR § 2662.3(a).) Consumer Watchdog is a longtime participant and intervenor in
Department proceedings and a nationally recognized consumer advocacy organization. The

Commissioner issued his latest Ruling on [Consumer Watchdog’s] Request for a Finding of

! See footnote 4, infra.
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Eligibility to Seek Compensation on August 2, 2024, effective in proceedings commenced within
two years of July 12, 2024, in which he found Consumer Watchdog “eligible to seek
compensation in Department proceedings under Insurance Code section 1861.10.”2

The Commissioner granted Consumer Watchdog’s Petition to Intervene in this rate
proceeding on the Applications on or about May 9, 2024. (Order Granting Consumer Watchdog’s
Petition to Intervene, May 9, 2024, p. 3; Powell Decl., § 30, Exh. 6.) Thus, Consumer Watchdog
is eligible to seek compensation in this matter under section 10 CCR § 2662.3(a).

Pursuant to 10 CCR § 2662.3(a), a request for compensation is due 30 days after service
of the Commissioner’s decision in the proceeding in which intervention was sought or 30 days
after conclusion of the entire proceeding. The Parties stipulated that Consumer Watchdog’s
request for compensation would be due 30 days from notice of the Commissioner’s approval of
the Applications. Consumer Watchdog was notified that the Commissioner issued his approval of
the Applications in the System for Electronic Rates and Forms Filing (“SERFF”’) on October 2,
2024. Accordingly, this Request is timely pursuant to 10 CCR § 2662.3(a) and the Parties’
Stipulation.

III. SUMMARY OF THE PROCEEDING

To demonstrate Consumer Watchdog’s substantial contribution to the Commissioner’s
decision approving the Applications in this proceeding and to demonstrate the reasonableness of
the advocacy and witness fees requested, set forth below is a summary of Consumer Watchdog’s
participation in this matter.

A. Consumer Watchdog Petitioned for Hearing, Identifying Several Issues with the
Applications.

On or about February 29, 2024, Applicants filed the Applications with the Department,

seeking approval an overall +18.37% rate ($85 million) rate increase to their PPA line of

2 The Commissioner’s latest Ruling succeeded prior Findings of Eligibility issued on July 26,
2022, effective as of July 12, 2022 through July 12, 2024, during which period Consumer
Watchdog filed its Petition for Hearing and Petition to Intervene in this proceeding on April 29,
2024; August 25, 2020, effective as of July 12, 2020; July 12, 2018; July 14, 2016, July 24, 2014;
July 24, 2012; July 2, 2010; August 25, 2008; July 14, 2006; July 2, 2004; June 20, 2002;
October 1, 1997; September 26, 1995; September 27, 1994; and September 13, 1993.
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insurance. This request followed an approved 6.9% ($29 million) overall PPA rate increase
effective January 23, 2024. (Powell Decl., § 24.) The Department notified the public of the
Applications on or about March 15, 2024. (/bid.)

Consumer Watchdog, in consultation with its actuarial expert, reviewed the Applications
in detail and determined that the proposed rate changes were excessive in violation of Insurance
Code section 1861.05, subdivision (a), and the prior approval rate regulations, 10 CCR § 2644.1
et seq. (Powell Decl., § 25.) Based on its staff actuary Ben Armstrong’s analysis of the
Applications, Consumer Watchdog identified several specific issues that contributed to 21st
Century’s proposed rates being excessive and/or unfairly discriminatory. (/bid.)

On April 29, 2024, pursuant to Insurance Code section 1861.10(a), Consumer Watchdog
filed its Petition including the issues and positions on which it would present and elicit additional
evidence to show why 21st Century’s proposed rates were excessive. (Powell Decl., 26, Exh. 5
[Petition], pp. 4-6.)

Specifically, Consumer Watchdog’s Petition alleged that Applicants’ frequency and
severity trend selections resulted in excessive net trends which overstated the projected losses,
causing an inflated rate indication. Consumer Watchdog’s preliminary analyses indicated a much
lower rate need, particularly for Bodily Injury, Collision, and Medical Payments. The selected 12-
point frequency and severity trends for these coverages gave too much weight to the volatile
recent experience, which could not be expected to continue indefinitely. 21st Century stated in the
Filing Memorandum that “[a] 12-point trend period has been selected for both premium and loss
trend for all coverages. This provides the balance between responsiveness and stability and is
consistent with past filings.” This boilerplate language offered nothing substantive in terms of
support for the selected trend factors. Consumer Watchdog’s preliminary analysis showed that
lower trend factors, reflecting the latest data but also incorporating additional experience prior to
the most recent few quarters, were more reasonable and actuarially sound. This analysis produced
an overall rate indication that was substantially lower than the 18.4% rate increase proposed by
21st Century. Based on these findings, Applicants did not fully support the assertion that the

selected trend factors were the most actuarially sound. (Petition, § 8a; Powell Decl., § 27.)
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The Petition also noted that Applicants had used the combined loss and DCCE
development method in the Applications (both incurred and paid, depending on the coverage), but
had failed to justify the use of combined Loss and DCCE in their analysis of development
patterns. Consumer Watchdog’s position was that given that pure loss developed quite differently
from DCCE for this book of business (e.g., 12-Ult LDF of 2.278 for incurred BI pure loss and
12.432 for incurred BI DCCE), the development patterns should have been analyzed separately to
properly estimate the ultimate values. Further, Applicants used incurred loss development for
Bodily Injury, UMBI, and Medical Payments, stating in the Filing Memorandum that “[t]he
incurred triangles are the most appropriate since they incorporate additional information through
claim reserves and reduce dependency on tail factors.” For the Bodily Injury coverage, incurred
development was materially higher than paid development, with the developed incurred losses
being more than 20% higher than the developed paid losses for the most recent year. Applicants
failed to explain why there was such a large difference between the paid and incurred
development. Nor did Applicants demonstrate that the much higher incurred development method
was the most actuarially sound. (Petition, 9 8b; Powell Decl., 9 28.)

Finally, the Petition alleged that Applicants had not shown that the sum of the institutional
advertising expenses listed on page 4.1 of the Prior Approval Rate Template, $196,623,081, was
appropriate. Consumer Watchdog’s position was that Applicants had failed to provide sufficient
information in the filing to support their claim that 28.7% of advertising expenses over the last
three years had been institutional. Per the regulation: “‘Institutional advertising” means
advertising not aimed at obtaining business for a specific insurer and not providing consumers
with information pertinent to the decision whether to buy the insurer’s product.” It was Consumer
Watchdog’s position that Applicants had not proven that their excluded expense ratio of 0.3%
shown on page 4.2 of the Prior Approval Rate Template was appropriate. Applicants had not
provided examples of non-institutional advertising in accordance with the above-referenced
regulation and with the CDI’s Prior Approval Rate Filing Instructions in order to verify

Applicants’ ratio of institutional advertising. (Petition, 9 8c; Powell Decl., § 29.)
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The Commissioner granted Consumer Watchdog’s Amended Petition to Intervene in the
proceeding on the Applications on May 9, 2024, finding: “The Commissioner finds that the
specific issues raised in the Petition are relevant to the issues of this proceeding at this time.”
(Order Granting Consumer Watchdog’s Petition, May 9, 2024, at pp. 2-3; Powell Decl., 4 30,
Exh. 6.)

B. Consumer Watchdog Requested Additional Information from 21st Century and
Participated in Three-Way Discussions with the Parties Regarding the Issues
Identified in the Petition and Additional Submissions.

On June 12, 2024, Consumer Watchdog submitted 18 Requests for Information necessary
to evaluate 21st Century’s requested rate increase on each of the issues raised in Consumer
Watchdog’s Petition. (Exh. B hereto; Powell Decl., 4 31.) Specifically, Consumer Watchdog
requested detailed numerical support for 21st Century’s statement in its Filing Memo that “[a]
12-point trend period has been selected for both premium and loss trend for all coverages. This
provides the balance between responsiveness and stability and is consistent with past filings”;
requested detailed numerical support for the use of combined loss & DCCE; asked 21st Century
to explain in detail why there was such a large difference between the ultimate loss & DCCE
amounts derived using the incurred and paid development methods for Bodily Injury, UMBI, and
Medical Payments, and demonstrate how the incurred method was the most actuarially sound,
requested a complete explanation comparing the loss development procedures used in the
Applications to the procedures used in the actuarial reserve report for 12/31/2023; requested
support/justification for using a weighted average efficiency standard consisting of 90.1% weight
to Captive, 7.8% weight to Direct, and 2.1% weight to Independent; requested a complete,
detailed description of the methodology used by Applicants to separate advertising expenses into
institutional and non-institutional expenses, and detailed numerical support for Applicants’ claim
that 28.7% of advertising expenses over the last three years had been institutional; requested
examples of non-institutional advertising in accordance with 10 CCR § 2644.10 and with the
CDI’s Prior Approval Rate Filing Instructions; asked Applicants to explain specifically in detail
what was driving the indicated rate need (e.g., type/category of losses, geographic locations,

large losses, specific agencies or distribution channels, particular years/periods/events, etc.) and
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provide available cause-of-loss distributions or other exhibits demonstrating the basis for the
proposed changes; with regard to Comprehensive coverage, requested any data, analyses, or
exhibits 21st Century had dealing with losses by cause of loss; asked Applicants to describe the
rationale for the proposed rate changes as they related to Applicants’ calculated indicated need,
as well as the strategic objective(s) within the overall filing (the percent increase, other revisions,
etc.); requested a discussion of the general type of risk profiles that would receive the larger and
smaller premium changes as a result of the Applications, focusing particularly on the
characteristics that were causing the premium changes, including a description of the general
characteristics of the group of policies that would receive the larger and smaller premium
changes, as well as the basis for targeting such risk types for the related rate changes; asked
Applicants to explain and describe other actions taken or expected to be taken by the company,
in addition to rate revision filings, to address overall profitability and growth plans, if/as
applicable, specifically providing information on any plans to directly reduce the proportion of
new business vs. renewals, e.g., more stringent underwriting guidelines; asked Applicants to
identify and explain any material increase/decrease in the in-force policy count/exposures over
the past several years, identifying the underlying reason(s) and if the directional shift (growing,
retracting) was in line with the company objectives in the California market; requested a
thorough discussion of all measures taken by 21st Century in the last five years to limit access to
their automobile insurance products, including specifically any measures that did not undergo the
public notice, prior approval, and Good Driver requirements of Proposition 103; asked
Applicants to define the overall company strategy for writing business in California, as well as
what differentiated 21st Century’s product from other competitors in the marketplace, such as
niche/specialty markets, geographic focus (urban, coastal, etc.), enhanced coverages,
preferred/standard/non-standard-type business, multi-line offerings, etc.; requested all data,
documents, correspondence, analyses, and exhibits that Applicants provided in response to CDI
Bulletins related to COVID or any other requests from CDI related to COVID from 2020 to the

present; asked what portion of the proposed rate change for comprehensive was due to claims
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regarding catalytic converter theft; and asked how the Applications took into account bills AB
1740 and SB 1087 in deriving the rate change. (/bid.)

On July 12, 2024, 21st Century responded to Consumer Watchdog’s Requests for
Information. (Exh. C hereto; Powell Decl., q 32.) Specifically, 21st Century stated that
statistically, for frequency, a 12-point trend selection was an optimal selection for almost all
coverages, except for UMBI, which still had 12-point as the second-best selection, and as for
severity, 12-point also performed well as a reasonable selection, with R2 being better than
average for 5 out of 7 major coverages, and significant (>40%) for 6 out of 7 coverages, and that
altogether, a 12-point trend selection outperformed all the other selections, and that as for
premium trend, the difference between each trend was immaterial and 12-point selection was
also reasonable in terms of R2, so Applicants selected 12-point to be consistent with loss trend,
and that historically, to avoid being inconsistent and only selecting favorable trends for the
company, Applicants had been using a 12-point trend exclusively for all their coverages for all
filings since 2018, and that in their last approved rate filing, for Medical Payments, they took a
48.6% rate decrease even though they could justify a lesser rate decrease with another trend
selection so that they could maintain that consistency; stated that for their program, DCCE as a
percentage of Loss was small (~1%) and highly volatile, with highly leveraged development
factors, especially for the last accident year, and due to this, developing Loss and DCCE together
was more stable and a better approximation of ultimate, and Applicants had been developing
Loss and DCCE together for BI and other coverages in past California rate filings dating back to
2016; claimed that for long-tailed coverages like BI and UM, the development factors were very
volatile, large, and leveraged for paid loss, whereas an incurred development method was more
stable and accurate, and in addition, the incurred method included the best estimate of
Applicants’ claim adjusters’ pick for each claim, while the paid method didn’t fully capture the
increase in the number of complicated and higher severity claims they received in recent years
that took longer to settle, resulting in an underestimation in paid method and thus a large
difference between the paid and incurred development, and that as these forementioned

complicated claims developed, paid ultimate would gradually catch up to the incurred and thus

-8-

CONSUMER WATCHDOG’S REQUEST FOR COMPENSATION




O© o0 9 N n B~ W=

[\ T NG T NG TR NG I NG T N R NG T NG T NG T S e T e T e Y S S S S Y
o N N W kA WD = DO O NN R WD = O

close the gap, for example, in the last filing with data as of 20224, 20224 BI incurred ultimate
was $75.1M and paid ultimate was $64.1M, while in the current filing with data as of 20234,
20224 Bl incurred ultimate was $75.3M and paid ultimate was $71.5M, and moreover,
Applicants’ internal reserving BI ultimate for 20224 had ultimates even higher than $75.3M, and
thus the incurred approach was closer than paid in the CDI template, and finally, incurred
development was also consistent with Applicants’ previous rate filings; stated that loss
development in the Applications was done using the prior approval template provided by the
CDI, and the development triangles were annual with ten years of historical data, and they could
either use paid or incurred methods to develop ultimate losses, and reserving loss development
was done using Applicants’ internal reserving process by the reserving team that operated
independently from the product and pricing teams, and the development triangles were quarterly
with data since 2010, and the reserving team considered various methods in addition to paid or
incurred, such as the Bornhuetter-Ferguson method and the Frequency/Severity development
method, and collaborated with the Claims team in selecting the most appropriate ultimate for
each quarter of the last seven years; stated that the efficiency standard in the filed rate template,
which was consistent with Applicants’ prior filings, utilized a marketing distribution system mix
for 21st Century Insurance Company and 21st Century Casualty Company combined that was
90.1% Captive, 7.8% Direct, and 2.1% Independent, and the weights were based on Applicants’
2023 Earned premium by the following marketing systems: (1) Captive included policies bound
through captive employee agents; (2) Direct included policies bound on the website; and

(3) Independent included policies bound through digital agents with embedded distribution
channels; claimed that items that comprised advertising spend were evaluated to determine: (1) if
they were aimed at obtaining business for a specific insuring entity; and (2) if they provided
consumers with information relevant to purchasing an insurance product, and items that met both
qualifications were categorized as non-institutional advertising, while all other items were
categorized as institutional advertising, and total advertising spend decreased 50.1% from 2021
to 2023, and institutional advertising spend for the same period decreased 24%, and that

institutional advertising spend was driven by sponsorships; stated that examples of non-
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institutional advertising included sponsorships and branded items; stated that the Applications
reflected Applicants’ current rate need and they had continued to monitor the rate adequacy of
their book and their experience continued to deteriorate, and the indication was driven in part by
the residual rate need that accumulated after the submission of Applicants’ last rate filing, paired
with loss cost trends that remained elevated, and supporting exhibits with details on the loss
distribution by coverage and years, and currently, due to technical limitations, they could not
analyze losses by cause of loss, and the most granular level Applicants analyzed at was at the
coverage level with losses and claim counts; stated that they were proposing only base rate
changes by coverage resulting in an overall rate increase of 18.4%, which indications were based
on the minimum number of years for full credibility or, at most, three fiscal years with the latest
year ending Q4 2023 and included data for both companies in the program, and that no other
changes were being proposed in the filing; provided information about overall rate changes by
coverage; stated that there had been no recent actions or measures taken to address overall
profitability and growth plans apart from rate revisions; stated that there had been no material
increase or decrease in exposures over the last couple of years; stated that there had been no
recent actions or measures taken by Applicants to limit access to their automobile insurance
products; stated that they offered a standard PPA insurance program in California, with policies
bound through captive employee agents, and direct-to-consumer through the internet, and they
had recently transitioned to the Toggle® brand with a refreshed customer experience, and their
overall company strategy with writing business in California was ease of use through advanced
digital capabilities, which also enabled sales through independent digital agents with embedded
distribution channels; provided data, documents, correspondence, analyses, and exhibits that
Applicants had provided in response to CDI Bulletins related to COVID or any other requests
from CDI related to COVID from 2020 to the present; and stated that their proposed changes for
Comprehensive Coverage were based on their overall experience, and the available data
regarding catalytic converter thefts did not have a material impact to their proposed rate change,

but they would continue to monitor and analyze this going forward. (/bid.)
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On August 12, 2024, Consumer Watchdog circulated its written actuarial rate analysis
and rate templates by coverage to the parties. (Exh. D hereto; Powell Decl., § 33.) In the analysis,
Consumer Watchdog noted that to evaluate which frequency, severity, and premium trends to
select, it analyzed actual and fitted net Trends numerically and graphically by coverage for each
of the possible loss trend bases. Consumer Watchdog also included a rebuttal of 21st Century’s
use of “R-squared” to evaluate each coverage’s frequency trend, with citations to industry
practices and standards, and further justification for Consumer Watchdog’s own selections.
Consumer Watchdog additionally provided justification for its use of Paid loss development
rather than Incurred, and noted that because 21st Century did not provide any examples of its
non-institutional advertising, Consumer Watchdog could not determine the appropriate
percentage of institutional advertising to be used for preparing its rate indications, but for the
sake of preparing such indications, would assume 21st Century’s claimed percentage is
appropriate. Consumer Watchdog’s actuarial analysis indicated a maximum overall rate increase
of 12.0% for 21st Century. (/bid.)

On August 13, 2024, the Department circulated a three-way comparison chart to the
Parties. (Exh. E hereto; Powell Decl., 9 34.) However, Consumer Watchdog pointed out that the
CDI was utilizing a different date for the “CDI Parameters” (which are the CDI’s published
values for certain components in the regulatory ratemaking formula) in its analysis, which
resulted in an unreliable comparison. (/bid.)

Acknowledging this discrepancy, the Department requested that Consumer Watchdog
update its own analysis to use the same CDI Parameters date as the Parties. (Exh. F hereto;
Powell Decl., q 35.)

On August 14, 2024, Consumer Watchdog circulated an updated rate analysis and rate
template to the Parties. (Exh. G hereto; Powell Decl., 9 36.) Consumer Watchdog’s analysis
using the updated CDI Parameters indicated a maximum overall rate increase of 13.8% for 21st

Century. (Ibid.)
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Later that day, the Department circulated an updated three-way comparison chart to the
Parties. (Exh. H hereto; Powell Decl., 4 37.) At that time, the CDI’s indication was a maximum
overall rate increase of 50.2%.

On August 15, 2024, the Parties held a three-way teleconference. (Powell Decl., 9 38.)
On the call, Consumer Watchdog’s actuary presented his analysis on each of the issues raised by
Consumer Watchdog’s Petition and as discussed in his written analysis, answering questions
from the Parties. At the conclusion of the call, 21st Century agreed to provide further
information supporting its use of incurred development rather than paid development for the
Bodily Injury coverage. (/bid.)

On August 19, 21st Century provided the requested information in support of its
development method for Bodily Injury. (Exh. I hereto; Powell Decl., q 39.)

On August 27, 2024, after review of the additional Bodily Injury loss data provided by
21st Century, Consumer Watchdog circulated an updated rate analysis and rate template to the
Parties. (Exh. J hereto; Powell Decl., § 40.) Consumer Watchdog’s updated analysis taking into
account this additional information proposed an overall rate increase of 14.3%. (/bid.)

On September 12, 2024, the Department circulated an updated three-way comparison
chart to the Parties. (Exh. K hereto; Powell Decl., § 41.) At that time, the CDI’s indication was a
maximum overall rate increase of 35.5%. (/bid.)

However, the Department’s chart did not contain accurate numbers for Consumer
Watchdog’s indication. There was additional clarifying correspondence via email. (Exh. L
hereto; Powell Decl., 4 42.)

The Parties agreed to hold a three-way call on September 23 to discuss outstanding issues
and Consumer Watchdog’s proposal to resolve the matter at a 14.3% rate increase. (Powell
Decl., §43.)

On September 18, counsel for 21st Century sent an encrypted email to the Parties,
offering to settle the matter for a rate increase of 17%. (Powell Decl., 9§ 44.)

The same day, Consumer Watchdog responded that it would prefer to hold the scheduled

three-way call before responding to 21st Century’s offer. (Exh. M hereto; Powell Decl., q 45.)
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On September 23, 2024, the Parties held the three-way call. The Parties agreed to update
their indications to use a new effective date of 11/18/2024, and Consumer Watchdog agreed to
update its analysis for a counteroffer. Sean Ke of 21st Century sent an email to the Parties
following the call memorializing the above. (Exh. N hereto; Powell Decl., 9 46.)

On September 24, 2024, Consumer Watchdog circulated an updated rate analysis and rate
template to the Parties. (Exh. O hereto; Powell Decl., § 47.) Consumer Watchdog’s analysis
including the new effective date indicated a maximum overall rate increase of 15.9% for 21st
Century. (Ibid.)

Later that day, 21st Century agreed to Consumer Watchdog’s proposal to resolve the
matter at an increase of 15.9%. 21st Century also agreed to circulate proposed rate increases by
coverage. (Exh. P hereto; Powell Decl., 9§ 48.)

On September 26, 2024, 21st Century circulated its proposed rate increases by coverage.
(Exh. Q hereto; Powell Decl., 4 49.)

Later that day, Consumer Watchdog circulated a set of proposed alternative rate increases
by coverage, which focused on lowering the rate increase for liability coverage. (Exh. R hereto;
Powell Decl., 9 50.)

That same day, 21st Century accepted Consumer Watchdog’s proposed increases by
coverage. (Exh. S hereto; Powell Decl., § 51.)

C. The Parties Entered into a Stipulation Resolving All Issues Between the Parties
Regarding the Applications.

On October 1, 2024, the Parties executed the final Settlement Stipulation (“Stipulation”).
The Parties agreed that an overall rate increase of 15.9%, effective November 18, 2024,
complied with the applicable laws and regulations and results in rates that were not excessive,
not inadequate, and not unfairly discriminatory. (Stipulation, Oct. 1, 2024; Powell Decl., 4 52,
Exh. 7.)

On October 2, 2024, Consumer Watchdog was alerted to the Commissioner’s approval of
the Applications as amended via SERFF to reflect the overall rate increase of 15.9%, pursuant to

the Parties’ Stipulation. (Powell Decl., q 53.)
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On October 7, 2024, pursuant to the terms of the Stipulation, Consumer Watchdog
withdrew its Petition. (Consumer Watchdog’s Notice of Withdrawal of Petition, Oct. 7, 2024;
Powell Decl., q 54, Exh. 8.)

IV. CONSUMER WATCHDOG IS ENTITLED TO AN AWARD OF ITS REASONABLE
ADVOCACY AND WITNESS FEES

A. Consumer Watchdog Made a Substantial Contribution to the Commissioner’s
Final Decision.

Proposition 103 requires awards of reasonable advocacy and witness fees and expenses
for persons who represent the interests of consumers and who make a “substantial contribution”
to decisions or orders by the Commissioner or a court. Insurance Code section 1861.10(b), states:

The commissioner or a court shall award reasonable advocacy and witness fees
and expenses to any person who demonstrates that (1) the person represents the
interests of consumers, and, (2) that he or she has made a substantial contribution
to the adoption of any order, regulation or decision by the commissioner or a court.

(Emphasis added.) As the emphasized language makes clear, when the statutory criteria are met,
an award of reasonable advocacy fees and expenses is mandatory. This provision affords
insurance consumers the ability to have their interests represented on an equal basis with the
interests of insurers and facilitates consumer participation in the enforcement of Proposition 103.
(See Econ. Empowerment Found. v. Quackenbush (“EEF”’) (1997) 57 Cal.App.4th 677, 686 [the
purpose of intervenor fees is to encourage consumer participation]; see also Poizner, supra, 180
Cal.App.4th at p. 1052 [stating “the goal of fostering consumer participation in the administrative
rate-setting process” as “one of the purposes of Proposition 103”’].) Per the voters’ instruction, the
mandate of section 1861.10(b), like all of the provisions of Proposition 103, must be “liberally
construed and applied in order to fully promote its underlying purposes.” (Prop. 103, § 8.) Thus,
the courts have held that section 1861.10(b) should be applied in a manner “which best facilitates
compensation.” (EEF, supra, 57 Cal.App.4th at p. 686.)

When they established Proposition 103’s public participation system, the voters were
well aware that the Department (as distinct from the Commissioner) would become a party to a
proceeding such as this. However, the voters also recognized that Department staff might be

subject to budgetary or other considerations in their role as regulators that might cause them to
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take different positions or emphasize different issues than consumer participants in a particular
proceeding. The voters therefore created a system in which consumers would have their own
advocates, able to protect consumers’ interests before any tribunal as zealously as lawyers for the
insurance industry protect their clients’ interests—and be compensated accordingly. As the
Ballot Argument in Favor of Proposition 103 explained, the initiative sought to establish “a
permanent, independent consumer watchdog system [that] will champion the interests of
insurance consumers.” (Emphasis added.) The broad substantial contribution standard enacted by
section 1861.10(b) ensures that consumers will be able to participate in proceedings
independently of the Department staff.

As the Court of Appeal held in State Farm General Insurance Company v. Lara (“SFG”)
(2021) 71 Cal.App.5th 197, a party’s entitlement to fees under section 1861.10(a) “requires a
significant, distinct contribution, but not more” (id. at p. 214), as Proposition 103’s fee statute
“was intended to encourage consumer participation more broadly” than other fee schemes (id. at
p. 216).

Regulations promulgated by the Commissioner provide guidance for the determination of
whether consumer representatives made a “substantial contribution” in departmental proceedings.

The regulations provide as follows:

“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 staff or any
other party, such that the intervenor’s participation resulted in more 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.

(10 CCR § 2661.1(k), emphasis added.)

The detailed summary of this proceeding presented in section III above, the
accompanying Powell Declaration, and the record in this proceeding make clear that Consumer
Watchdog has met the substantial contribution requirement. CWD’s counsel are veterans of over

a hundred administrative proceedings concerning Proposition 103 since the law’s passage. They
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have also litigated challenges to Proposition 103 in the civil courts and participated in all of the

cases that led to landmark judicial decisions. Consumer Watchdog’s counsel and actuaries were

able to provide an effective professional balance to 21st Century’s highly qualified team of in-

house counsel and actuaries. (See Powell Decl., 49 9-22.)

Consumer Watchdog’s substantial contribution in this proceeding, as detailed in

section III above and in the accompanying Powell Declaration and further evidenced by the

record in this matter, is demonstrated by at least the following:

Consumer Watchdog’s Petition initiated the proceeding and first raised three separate
and distinct issues with the Applications explaining Consumer Watchdog’s positions
on each one that contributed to the proposed rate changes being excessive in violation
of Insurance Code section 1861.05(a) and the ratemaking regulations at 10 CCR

§ 2644.1 et seq., including: (1) Applicants’ frequency and severity trend selections
resulted in excessive net trends which overstated the projected losses, causing an
inflated rate indication; (2) Applicants failed to justify the use of combined Loss and
DCCE in their analysis of development patterns; and (3) Applicants had not shown
that the sum of the institutional advertising expenses was appropriate.

Consumer Watchdog submitted 18 distinct Requests for Information to 21st Century,
and several follow-up questions, regarding the issues raised by its Petition and issues
subsequently identified as discussed supra, section I1IB, including, inter alia, issues
regarding requests for substantiation of a number of statements and selections
contained in the Applications.

In response, 21st Century provided responses to Consumer Watchdog’s Requests for
Information, including additional documentation, explanations, and data that were not
included with 21st Century’s rate filings and would not have otherwise been available
for the Commissioner to make his decision had Consumer Watchdog not participated.
(See supra, Section I1IB.)

Consumer Watchdog attorneys and its actuary participated in multiple three-way

teleconferences with the Department and 21st Century and subsequent follow-up
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communications to discuss the issues raised by its Petition and 21st Century’s
responses to Consumer Watchdog’s Requests for Information, as well as four rate
analyses and indications prepared by Consumer Watchdog’s actuary. (See supra,
Section I1IB.)

e Consumer Watchdog’s persistent advocacy and contributions throughout the
proceeding resulted in the execution of a Stipulation among the Parties agreeing to an
overall rate increase of 15.9% as proposed by Consumer Watchdog in its September
24 analysis, which represents a savings of approximately $11.6 million® annually
compared to the 18.37% overall rate increase sought by 21st Century, as well as
increases by coverage that emphasized lowering rates for liability coverage. Had
Consumer Watchdog not participated and advocated for the Parties’ agreement to its
proposed indication of 15.9%, the Department would have approved the requested
18.37% rate increase based on its actuary’s calculation of a 35.5% maximum
permitted rate increase. (See supra, Section IIIC.)

In sum, Consumer Watchdog’s separate and distinct presentation of relevant issues,
evidence, and arguments provided in its Petition, requests for information, and communications
with the Parties, as well as the additional information it elicited from 21st Century in response to
the distinct issues raised by Consumer Watchdog in its Petition and in verbal and written
exchange with the Parties, resulted in more relevant, credible, and non-frivolous information
being available to the Commissioner in making his final decision approving the Applications, and
in a lower overall rate being approved than if Consumer Watchdog had not participated. Thus,
Consumer Watchdog clearly meets the “substantial contribution” requirement of the Insurance
Code and the regulations.

B. Consumer Watchdog’s Requested Advocacy and Witness Fees Are Reasonable.

When a consumer representative makes a “substantial contribution,” as here, Insurance

Code section 1861.10(b) requires payment of all of a consumer representative’s “reasonable

3 811,564,104 = (18.4% [requested] — 15.9% [approved]) X $462,564,158 [Adjusted Earned
Premium)].
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advocacy and witness fees and expenses.” As SF'G held, “section 1861.10(b) requires only that
advocacy fees be ‘reasonable,” within the usual meaning of the term in the fees context: fair and
appropriate under the circumstances.” (SFG, supra, 71 Cal.App.5th at p. 218.) That means, in
general, parties “who qualify for a fee should recover compensation for all the hours reasonably
spent.” (Ibid., quotations omitted.) Indeed, SFG recognizes that “California law requires that
attorney fee awards be ‘fully compensatory’” (ibid., quoting Ketchum v. Moses (2001) 24 Cal.4th
1122, 1133), and that permitting “recovery of all reasonable fees” under section 1861.10(b)
supports Proposition 103’°s consumer-participation purposes “by encouraging intervention in the
first place and ensuring intervenors can vigorously represent consumers once involved” (id. at p.
219).

For its substantial contribution, Consumer Watchdog requests reasonable advocacy and
witness fees in the amount of $38,349.00 for the work of its counsel, paralegal, and staff actuary.
The requested fees, including the total hours of work performed and the hourly rates of each
Consumer Watchdog attorney, are summarized in the attached Exhibit A, “Summary of Fees.”
Insurance Code section 1861.10, subdivision (b), requires an award of all “reasonable advocacy
and witness fees” once the requirements of the statute are met, including making a substantial
contribution. The procedural history of this matter set forth above and supported by the Powell
Declaration demonstrates the reasonableness of the compensation requested in light of the amount
of work performed. The procedural history and Consumer Watchdog’s time records (Powell
Decl., Exh. 1a) also demonstrate the work Consumer Watchdog performed in this proceeding.

As required by the regulations, the specific tasks performed by Consumer Watchdog’s
attorneys are set forth in its detailed time records attached as Exhibit 1a to the Powell Declaration.
(See Powell Decl., § 3 & Exh. 1a.) These time records were maintained contemporaneously and
reflect the actual time spent and actual work performed, billed to the tenth of an hour, by all
Consumer Watchdog staff who worked on this matter. (Powell Decl., § 6.) In preparing their
respective time records for this request, Consumer Watchdog’s legal staff exercised billing
judgment and eliminated time entries where appropriate. (Powell Decl., 9 5.) Consumer

Watchdog submits that the time expended and work performed in the proceeding, as reflected in
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the time records, was reasonable and appropriate, and the minimum required to make a substantial
contribution in this proceeding and to achieve the result obtained. (/bid.)

The 2024 hourly rates set forth in Exhibit A are also reasonable and consistent with
prevailing market rates. The intervenor regulations specify that “[t]he compensation awarded
shall equal the market rate of the services provided.” (10 CCR § 2662.6(b), emphasis added.)
“Market rate” is defined as 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.” (10 CCR § 2661.1(c)(1), emphasis added.)

The qualifications and experience of Consumer Watchdog’s attorneys, staff actuary, and
paralegal who performed work in this matter, Pamela Pressley, Benjamin Powell, Ben Armstrong
(staff actuary) and Kaitlyn Gentile (paralegal), are summarized in the Powell Declaration. (Powell
Decl., 94 9-22.) The Declaration of Richard M. Pearl (“Pearl Decl.”), attached as Exhibit 2 to the
Powell Declaration, confirms that the requested rates for Consumer Watchdog’s counsel are
consistent with prevailing market rates.* Mr. Pearl is a recognized expert on attorneys’ fees issues
under California law. (See Powell Decl., Exh. 2 [Pearl Decl.], 9 3-9.) The Pearl Declaration
shows that Consumer Watchdog counsel’s and paralegal’s 2024 rates are well within, if not
below, the range of non-contingent rates charged by California attorneys in the Los Angeles area
of equivalent experience, skill, and expertise for comparable services. (See id., 9 10-19.) The
Commissioner has also approved fee awards for Consumer Watchdog based on the same hourly
rates Consumer Watchdog’s staff is currently using in 2024 for work done in 2017-2024. (Powell
Decl., 4 7.)

The Commissioner found that Mr. Armstrong’s rate of $425 per hour was reasonable in
several decisions awarding compensation to Consumer Watchdog, including Decision Awarding

Compensation, Oct. 18, 2024, In the Matter of the Rate Application of State Farm General

* The Pearl Declaration was filed on April 15, 2022 in connection with a State Farm writ matter
arising out of a rate proceeding and is equally applicable to this proceeding, given that Consumer
Watchdog’s 2024 rates are still within the range of, if not lower than, rates considered reasonable
for attorneys with comparable experience.
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Insurance Company, File No. PA-2023-00007, p. 45; Decision Awarding Compensation, Oct. 18,
2024, In the Matter of the Rate Applications of Farmers Insurance Exchange, Mid-Century
Insurance Company, and Truck Insurance Exchange, File No. PA-2023-00022, pp. 14-15;
Decision Awarding Compensation, In the Matter of the Rate Application of Allstate Northbrook
Indemnity Company, File No. PA-2023-00014, pp. 38-39; Decision Awarding Compensation,
Oct. 18, 2024, In the Matter of the Rate Application of State Farm Mutual Automobile Insurance
Company, File No. PA-2023-00012, pp. 43-44. (Powell Decl., §21.)°

Finally, this Request also includes the time expended preparing the instant Request for
Compensation. This is also reasonable because the regulations permit reimbursement for
preparation of a request for an award of compensation. (10 CCR § 2661.1(d).) Preparing such a
request requires the intervenor to perform a comprehensive review of the record, review the
regulations, cite to the record in this proceeding, review billing and expense records, and prepare
the Request and supporting documents.
V. CONCLUSION

In sum, Consumer Watchdog made a substantial contribution to the Commissioner’s final
decision approving 21st Century’s Applications pursuant to the Stipulation of the Parties by
identifying relevant issues and arguments as set forth in Consumer Watchdog’s Petition and
expanded upon in Consumer Watchdog’s Requests for Information, correspondence, written
analyses, and discussions with the Parties. In addition, during the course of the proceeding, 21st
Century submitted additional relevant information, argument, and evidence in response to each of
the issues raised and requests for information by Consumer Watchdog that would not have

otherwise been available had Consumer Watchdog not participated, and the Parties ultimately

> The Declaration of Allan I. Schwartz (“Schwartz Decl.”) attached as Exhibit 4 to the Powell
Declaration also confirms that the requested rate for Consumer Watchdog’s staff actuary, Ben
Armstrong, is consistent with prevailing market rates that have been awarded to Consumer
Watchdog’s outside actuaries in past proceedings. (See Powell Decl., 4 21 and Exh. 4 [Schwartz
Decl.], q 8 and Exh. 4: Decision Awarding Compensation, July 12, 2023, In the Matter of the
Rate Applications of Farmers Insurance Exchange, Fire Insurance Exchange, and Mid-Century
Insurance Company, File No. PA-2022-00007, pp. 11, 16 [awarding hourly rates of $415 and
$365 for actuarial associates of AIS Risk Consultants, Inc. who have not completed the
requirements for the FCAS designation as has Mr. Armstrong].)
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agreed to rates resulting in consumers saving $11.6 million annually compared to the rates 21st

Century originally sought. Accordingly, Consumer Watchdog made a substantial contribution to

the Commissioner’s decision to approve the Applications pursuant to the Parties’ Stipulation and

is thus entitled to its reasonable advocacy and witness fees as requested in the total amount of

$38,349.00.

DATED: October 24, 2024 Respectfully submitted,

Harvey Rosenfield
Pamela Pressley
Benjamin Powell

CONSUMER WATCHDOG

By:

Benjamin Powell
Attorneys for CONSUMER WATCHDOG
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VERIFICATION OF BENJAMIN POWELL

1. I am a staff attorney for Consumer Watchdog. If called as a witness, I could and
would testify competently to the facts stated in this verification.

2. I personally oversaw the preparation of the attached pleading entitled “Consumer
Watchdog’s Request for Compensation” filed in this matter.

3. All of the factual matters alleged therein are true of my own personal knowledge,
or [ believe them to be true based upon the information available to me from Consumer
Watchdog’s files regarding this matter.

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

Executed on October 24, 2024, at Los Angeles, California.

Benjamin Powell

22

CONSUMER WATCHDOG’S REQUEST FOR COMPENSATION




EXHIBIT A



EXHIBIT A

SUMMARY OF FEES AND EXPENSES

File No. PA-2024-00006

ITEMS COST

Consumer Watchdog’s Fees

(Detailed in billing records attached as Exhibit 1a to Powell Decl.)

Pamela Pressley @ $595 per hour, 19.2 hOUTS .......ccocoveieiiiiiiiiiececeeeeeeee e $11,424.00
Benjamin Powell @ $350 per hour, 13.6 hOUTS..........c.covevieriiiieiieieeceeieeeeeeeee e $4,760.00
Ben Armstrong @ $425 per hour, 49 hOUTS...........cccvevieiiieienieieeeeeeee e $20,825.00
Kaitlyn Gentile @ $200 per hour, 6.7 NOUTS...........ccceevuieieriieiiieieceeieceeeeeie e $1,340.00

TOTAL ADVOCACY FEES AND WITNESS FEES: $38,349.00



EXHIBIT B



In the Matter of the Rate Applications of 21% Century Insurance Company and 21% Century

Casualty Company

CDI File Nos. 24-296/24-296-A, SERFF Filing No. AGMK-134004687, Prior Approval File No.

PA-2024-00006

Consumer Watchdog’s Requests for Information

Consumer Watchdog requests the following information from 215 Century Insurance Company
and 21% Century Casualty Company (hereinafter, “21% Century” or “Applicants”):

1.

21ST Filing Memorandum.pdf (hereinafter, “Filing Memo”) states, “A 12-point trend
period has been selected for both premium and loss trend for all coverages. This provides
the balance between responsiveness and stability and is consistent with past filings.”
Please provide detailed numerical support for this statement, in Excel, with formulas
ntact.

Per Consumer Watchdog’s Petition for Hearing, “Applicants have used the combined loss
& DCCE development method in this filing (both incurred and paid, depending on the
coverage). Given that pure loss develops quite differently from DCCE for this book of
business (e.g., 12-Ult LDF of 2.278 for incurred BI pure loss and 12.432 for incurred BI
DCCE), the development patterns should be analyzed separately to properly estimate the
ultimate values. Applicants have failed to justify the use of combined Loss and DCCE in
their analysis of development patterns.” Please provide detailed numerical support for the
use of combined loss & DCCE, in Excel, with formulas intact.

Per Consumer Watchdog’s Petition for Hearing, “Applicants use incurred loss
development for Bodily Injury, UMBI, and Medical Payments, stating in the Filing
Memorandum that ‘[t]he incurred triangles are the most appropriate since they
incorporate additional information through claim reserves and reduce dependency on tail
factors.” For the Bodily Injury coverage, incurred development is materially higher than
paid development, with the developed incurred losses being more than 20% higher than
the developed paid losses for the most recent year. Applicants fail to explain why there is
such a large difference between the paid and incurred development. Nor do Applicants
demonstrate that the much higher incurred development method is the most actuarially
sound.” Please explain in detail why there is such a large difference between the ultimate
loss & DCCE amounts derived using the incurred and paid development methods for
these coverages, and demonstrate how the incurred method is the most actuarially sound.

Provide a complete explanation comparing the loss development procedures used in this
filing to the procedures used in the actuarial reserve report for 12/31/2023.

Provide support/justification for using a weighted average efficiency standard consisting
0f 90.1% weight to Captive, 7.8% weight to Direct, and 2.1% weight to Independent.



10.

11.

12.

13.

14.

15.

Provide a complete, detailed description of the methodology used by Applicants to
separate advertising expenses into institutional and non-institutional expenses. Provide
detailed numerical support for Applicants’ claim that 28.7% of advertising expenses over
the last three years have been institutional.

Provide examples of non-institutional advertising in accordance with 10 CCR § 2644.10
and with the CDI’s Prior Approval Rate Filing Instructions.

Explain specifically in detail what is driving the indicated rate need (e.g., type/category
of losses, geographic locations, large losses, specific agencies or distribution channels,
particular years/periods/events, etc.). Provide available cause-of-loss distributions or
other exhibits demonstrating the basis for the proposed changes.

With regard to Comprehensive coverage, provide any data, analyses, or exhibits 215
Century has dealing with losses by cause of loss.

Describe the rationale for the proposed rate changes as those relate to the Applicants’
calculated indicated need, as well as the strategic objective(s) with the overall filing (the
% increase, other revisions, etc.).

Provide a discussion of the general type of risk profiles that will receive the larger and
smaller premium changes as a result of this filing, focusing particularly on the
characteristics that are causing the premium changes. Please do not provide a description
of only the individual policies that will receive the maximum and minimum premium
change. Instead provide a description of the general characteristics of the group of
policies that will receive the larger and smaller premium changes as well as the basis for
targeting such risk types for the related rate changes.

Explain and describe other actions being taken by the company, in addition to rate
revision filings, to address overall profitability and growth plans, if/as applicable.
Specifically, provide information on any plans to directly reduce the proportion of new
business vs. renewals, e.g., more stringent underwriting guidelines.

Identify and explain any material increase/decrease in the in-force policy count/exposures
over the past several years, identifying the underlying reason(s) and if the directional shift
(growing, retracting) is in line with the company objectives in the California market.

Provide a thorough discussion of all measures taken by 215 Century in the last five years
to limit access to their automobile insurance products, including specifically any
measures that did not undergo the public notice, prior approval, and Good Driver
requirements of Proposition 103.

Define the overall company strategy with writing business in California as well as what
differentiates your product from other competitors in the marketplace, such as
niche/specialty markets, geographic focus (urban, coastal, etc.), enhanced coverages,
preferred/standard/non-standard-type business, multi-line offerings, etc.

Consumer Watchdog’s Requests for Information
Page 2 of 3



16. Provide all data, documents, correspondence, analyses, and exhibits that Applicants
provided in response to CDI Bulletins related to COVID or any other requests from CDI
related to COVID from 2020 to the present.

17. There have been reports of a significant increase in catalytic converter thefts. (See, for
example, https://www.repairerdrivennews.com/2023/02/08/california-joins-other-states-
in-clamping-down-on-catalytic-converter-thefts/.) What portion of the proposed rate
change for comprehensive is due to this type of claim?

18. California Gov. Gavin Newsom has signed bills (e.g., AB 1740 and SB 1087) intended to
deal with the issue of catalytic converter theft. Explain how the rate filing takes these
actions into account in deriving the rate change.

Consumer Watchdog’s Requests for Information
Page 3 of 3
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PROOF OF SERVICE
BY OVERNIGHT OR U.S. MAIL, FAX TRANSMISSION,
EMAIL TRANSMISSION AND/OR PERSONAL SERVICE

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

I am employed in the City 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 6330 South San Vicente Boulevard,
Suite 250, Los Angeles, California 90048, and I am employed in the city and county where this
service is occurring.

On June 12, 2024, I caused service of true and correct copies of the document entitled
CONSUMER WATCHDOG’S REQUESTS FOR INFORMATION
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 EMAIL, by electronic mail transmission this date to the email address stated.

3. 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. Executed on June 12, 2024 at

Los Angeles, California.
Xt g1

Kaitlyn Gentlle
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Sara Ahn

Lisbeth Landsman-Smith

Rate Enforcement Bureau

California Department of Insurance
1901 Harrison Street, 6th Floor
Oakland, CA 94612

Tel. (415) 538-4500

Fax (510) 238-7830

Sara. Ahn@insurance.ca.gov
Lisbeth.Landsman@insurance.ca.gov

Matt Schmitthenner

Product Development Manager
Jyotsna Rawal

Product Director, 21st Century
Farmers Insurance Group
700 Quaker Lane

Warwick, RI 02866

Tel. 740-816-3525

Service List

Matt.Schmitthenner@farmersinsurance.com

Jyotsna.Rawal@farmersinsurance.com
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EXHIBIT C



Friday, October 4, 2024 at 13:40:49 Pacific Daylight Time

Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants - RRB File Nos. 24-
496 & 24-496-A (Consumer Watchdog's Petition for Hearing)

Date: Friday, July 12, 2024 at 4:15:26 PM Pacific Daylight Time

From: Jyotsna Rawal

To: Kaitlyn Gentile, Padua, Cecilia, Harvey Rosenfield, Pam Pressley, Ben Powell, Allen, Ken

CC: McKennedy, Nikki, Ahn, Sara, Landsman, Lisbeth, Gammell, Adam, Kuo, Darjen, Uppal, Jasveet,
Warren, Tina, Ben Armstrong, Sean Ke, Vanessa Jackson, Lindsay Bondy, Richard De La Mora, Maura
Popp

Attachments: 21st Covid Submissions.zip, CA Trend Selection Justification.xlsm, Consumer Watchdog Response
Final.docx

Good Afternoon.

Please find attached our responses to the Consumer watchdog’s requests for information.
Thank you.

Jo Rawal

New Ventures Director, Product Development

m: (734)-218-0935
jyotsna.rawal@farmersinsurance.com

Confidential

From: Kaitlyn Gentile <kaitlyn@consumerwatchdog.org>

Sent: Wednesday, June 12, 2024 10:32 AM

To: Padua, Cecilia <Cecilia.Padua@insurance.ca.gov>; Matt Schmitthenner
<matt.schmitthenner@farmersinsurance.com>; Harvey Rosenfield <harvey@consumerwatchdog.org>;
Pam Pressley <pam@consumerwatchdog.org>; Ben Powell <ben@consumerwatchdog.org>; Allen, Ken
<Ken.Allen@insurance.ca.gov>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Ahn, Sara <Sara.Ahn@insurance.ca.gov>;
Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>; Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>; Warren, Tina <Tina.Warren@insurance.ca.gov>; Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>; Ben Armstrong <ben.a@consumerwatchdog.org>

Subject: [EXTERNAL] Re: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants -
RRB File Nos. 24-496 & 24-496-A (Consumer Watchdog's Petition for Hearing)

USE CAUTION: This message originates from a sender you have not previously
corresponded with. If in doubt, report.

Hello,
Please find attached Consumer Watchdog’s Requests for Information in this matter.

1o0f 4
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Consumer Watchdog’s Requests for Information

21ST Filing Memorandum.pdf (hereinafter, “Filing Memo”) states, “A 12-point trend
period has been selected for both premium and loss trend for all coverages. This
provides the balance between responsiveness and stability and is consistent with past
filings.” Please provide detailed numerical support for this statement, in Excel, with
formulas intact.

Response:
Please see the attached “CA Trend Selection Justification.xlsm”.

Statistically, for frequency, a 12-point trend selection is an optimal selection for almost all
coverages, except for UMBI, which still has 12-point as the second-best selection. As for
severity, 12-point also performs well as a reasonable selection, with R? being better than
average for 5 out of 7 major coverages, and significant (>40%) for 6 out of 7 coverages.
Altogether, a 12-point trend selection outperforms all the other selections. As for premium
trend, the difference between each trend is immaterial and 12-point selection is also
reasonable in terms of R?, so we selected 12-point to be consistent with loss trend.

Historically, to avoid being inconsistent and only selecting favorable trends for the
company, we have been using a 12-point trend exclusively for all our coverages for all filings
since 2018. In our last approved rate filing, for Medical Payments, we took a 48.6% rate
decrease even though we could justify a lesser rate decrease with another trend selection
so that we could maintain that consistency.

Per Consumer Watchdog’s Petition for Hearing, “Applicants have used the combined
loss & DCCE development method in this filing (both incurred and paid, depending on
the coverage). Given that pure loss develops quite differently from DCCE for this book
of business (e.g., 12-Ult LDF of 2.278 for incurred Bl pure loss and 12.432 for incurred BI
DCCE), the development patterns should be analyzed separately to properly estimate
the ultimate values. Applicants have failed to justify the use of combined Loss and
DCCE in their analysis of development patterns.” Please provide detailed numerical
support for the use of combined loss & DCCE, in Excel, with formulas intact.

Response:

For our program, DCCE as a percentage of Loss is small (~1%) and highly volatile, with
highly leveraged development factors, especially for the last accident year. Due to this,
developing Loss and DCCE together is more stable and a better approximation of ultimate,
and we have been developing Loss and DCCE together for Bl and other coverages in past
CA rate filings dating back to 2016.

Per Consumer Watchdog’s Petition for Hearing, “Applicants use incurred loss
development for Bodily Injury, UMBI, and Medical Payments, stating in the Filing
Memorandum that ‘[t]he incurred triangles are the most appropriate since they
incorporate additional information through claim reserves and reduce dependency on
tail factors.’ For the Bodily Injury coverage, incurred development is materially higher
than paid development, with the developed incurred losses being more than 20%
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higher than the developed paid losses for the most recent year. Applicants fail to
explain why there is such a large difference between the paid and incurred
development. Nor do Applicants demonstrate that the much higher incurred
development method is the most actuarially sound.” Please explain in detail why there
is such a large difference between the ultimate loss & DCCE amounts derived using
the incurred and paid development methods for these coverages, and demonstrate
how the incurred method is the most actuarially sound.

Response:

For long-tailed coverages like Bl and UM, the development factors are very volatile, large,
and leveraged for paid loss, whereas an incurred development method is more stable and
accurate. In addition, the incurred method includes the best estimate of our claim
adjusters’ pick for each claim, while the paid method doesn’t fully capture the increase in
the number of complicated and higher severity claims we received in recent years that take
longer to settle, resulting in an underestimation in paid method and thus a large difference
between the paid and incurred development.

As these forementioned complicated claims develop, paid ultimate will gradually catch up
to the incurred and thus close the gap. For example, in the last filing with data as of 20224,
20224 Bl incurred ultimate is $75.1M and paid ultimate is $64.1M. In the current filing with

data as of 20234, 20224 Bl incurred ultimate is $75.3M and paid ultimate is $71.5M.

Moreover, our internal reserving Bl ultimate for 20224 (with procedures described in our
response to question #4) has ultimates even higher than $75.3M, and thus the incurred
approach is closer than paid in the CDI template.

Finally, incurred development is also consistent with our previous rate filings.

Provide a complete explanation comparing the loss development procedures used in
this filing to the procedures used in the actuarial reserve report for 12/31/2023.

Response:

Loss development in this filing was done using the prior approval template provided by the
CDI. The development triangles are annual with ten years of historical data. We can either
use paid or incurred methods to develop ultimate losses.

Reserving loss development was done using our internal reserving process by the reserving
team that operates independently from the product and pricing teams. The development
triangles are quarterly with data since 2010. The reserving team considers various methods
in addition to paid or incurred, such as the Bornhuetter-Ferguson method and the
Frequency/Severity development method, and collaborates with the Claims team in
selecting the most appropriate ultimate for each quarter of the last 7 years.

Provide support/justification for using a weighted average efficiency standard
consisting of 90.1% weight to Captive, 7.8% weight to Direct, and 2.1% weight to
Independent.
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Response:

The efficiency standard in the filed rate template, which is consistent with our prior filings,
utilizes a marketing distribution system mix for 21st Century Insurance Company and 21st
Century Casualty Company combined that is 90.1% Captive, 7.8% Direct, and 2.1%
Independent.

The weights are based on our 2023 Earned premium by the following marketing systems:

1. Captive includes policies bound through captive employee agents;

2. Directincludes policies bound on the website; and

3. Independentincludes policies bound through digital agents with embedded distribution
channels.

Provide a complete, detailed description of the methodology used by Applicants to
separate advertising expenses into institutional and non-institutional expenses.
Provide detailed numerical support for Applicants’ claim that 28.7% of advertising
expenses over the last three years have been institutional.

Response:

Iltems that comprise advertising spend are evaluated to determine if they are:

1) aimed at obtaining business for a specific insuring entity; and

2) if they provide consumers with information relevant to purchasing an insurance product.
Iltems that meet both qualifications are categorized as non-institutional advertising.

All other items are categorized as institutional advertising.

Total advertising spend decreased 50.1% from 2021 to 2023, and institutional advertising
spend for the same period decreased 24%. Institutional advertising spend is driven by
sponsorships.

Provide examples of non-institutional advertising in accordance with 10 CCR § 2644.10
and with the CDI’s Prior Approval Rate Filing Instructions.

Response:
Examples of non-institutional advertising include sponsorships and branded items.

Explain specifically in detail what is driving the indicated rate need (e.g., type/category
of losses, geographic locations, large losses, specific agencies or distribution
channels, particular years/periods/events, etc.). Provide available cause-of-loss
distributions or other exhibits demonstrating the basis for the proposed changes.

Response:

As described in the filing, this rate filing reflects our current rate need. We have continued
to monitor the rate adequacy of our book and our experience continues to deteriorate. The
indication is driven in part by the residual rate need that accumulated after the submission
of our last rate filing, paired with loss cost trends that remain elevated. More details on the
loss distribution by coverage and years can be found in our supporting exhibits -
StdExhTL_20234_Filing_20240703 and CA Supporting Exhibits_20234_Filing_20240703.


https://casetext.com/regulation/california-code-of-regulations/title-10-investment/chapter-5-insurance-commissioner/subchapter-48-review-of-rates/article-4-determination-of-reasonable-rates/section-264410-excluded-expenses

Confidential

10.

11.

Currently, due to technical limitations, we cannot analyze losses by cause of loss. The
most granular level we analyze at is at the coverage level with losses and claim counts.

With regard to Comprehensive coverage, provide any data, analyses, or exhibits 21+
Century has dealing with losses by cause of loss.

Response:
See response to question #8 above.

Describe the rationale for the proposed rate changes as those relate to the Applicants’
calculated indicated need, as well as the strategic objective(s) with the overall filing
(the % increase, other revisions, etc.).

Response:

We are proposing only base rate changes by coverage resulting in an overall rate increase of
18.4%. The indications are based on the minimum number of years for full credibility or, at
most, three fiscal years with the latest year ending Q4 2023 and includes data for both
companies in the program. No other changes are being proposed in this filing. More details
can be found in our filing memorandum.

Provide a discussion of the general type of risk profiles that will receive the larger and
smaller premium changes as a result of this filing, focusing particularly on the
characteristics that are causing the premium changes. Please do not provide a
description of only the individual policies that will receive the maximum and minimum
premium change. Instead provide a description of the general characteristics of the
group of policies that will receive the larger and smaller premium changes as well as
the basis for targeting such risk types for the related rate changes.

Response:

We are proposing only base rate changes by coverage resulting in an overall rate increase of
18.4%. No other changes are being proposed in this filing. Please see below for the overall
proposed rate changes by coverage.
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12.

13.

14.

Indicated % Proposed %
Coverage/Form/Program‘ P

Change Change’

Bodily Injury 42.7% 32.5%
Property Damage 89.1% 53.7%
UMBI 49.0% 2.7%
Medical Payments 141.0% 90.0%
Comprehensive 26.4% 0.6%
Collision 33.1% 6.0%
UMPD 22.1% 0.0%
Rental 41.6% 12.8%

44.3% 18.4%

Exhibit 14 in the filing shows the rate distribution of the selected change by coverage for
Affinity groups 5, 7, 8 and 9. Exhibits 14A & 14B show the calculation of revised base rates
by coverage based on the selected changes in Exhibit 14. The base rates are for both 21st
Century Insurance Company and 21st Century Casualty Company since they are within the
same program with one rating plan.

Explain and describe other actions being taken by the company, in addition to rate
revision filings, to address overall profitability and growth plans, if/as applicable.
Specifically, provide information on any plans to directly reduce the proportion of new
business vs. renewals, e.g., more stringent underwriting guidelines.

Response:
There have been no recent actions or measures taken to address overall profitability and
growth plans apart from rate revisions.

Identify and explain any material increase/decrease in the in-force policy
count/exposures over the past several years, identifying the underlying reason(s) and
if the directional shift (growing, retracting) is in line with the company objectives in the
California market.

Response:
There has been no material increase or decrease in exposures over the last couple of years.

Provide a thorough discussion of all measures taken by 21st Century in the last five
years to limit access to their automobile insurance products, including specifically
any measures that did not undergo the public notice, prior approval, and Good Driver
requirements of Proposition 103.
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15.

16.

17.

18.

Response:
There have been no recent actions or measures taken by us to limit access to our
automobile insurance products.

Define the overall company strategy with writing business in California as well as what
differentiates your product from other competitors in the marketplace, such as
niche/specialty markets, geographic focus (urban, coastal, etc.), enhanced coverages,
preferred/standard/non-standard-type business, multi-line offerings, etc.

Response:

We offer a standard private passenger automobile insurance program in California. Policies
are bound through captive employee agents, and direct-to-consumer through the internet.
We recently transitioned to the Toggle® brand with a refreshed customer experience. Our
overall company strategy with writing business in California is ease of use through
advanced digital capabilities, which also enables sales through independent digital agents
with embedded distribution channels.

Provide all data, documents, correspondence, analyses, and exhibits that Applicants
provided in response to CDI Bulletins related to COVID or any other requests from CDI
related to COVID from 2020 to the present.

Response:
Please see our attached documents.

There have been reports of a significant increase in catalytic converter thefts. (See, for
example, https://www.repairerdrivennews.com/2023/02/08/california-joins-other-
statesin-clamping-down-on-catalytic-converter-thefts/.) What portion of the proposed
rate change for comprehensive is due to this type of claim?

Response:

The proposed changes for Comprehensive Coverage are based on our overall experience.
At this time, the available data doesn’t have a material impact to our proposed rate change.
We will continue to monitor and analyze this going forward.

California Gov. Gavin Newsom has signed bills (e.g., AB 1740 and SB 1087) intended to
deal with the issue of catalytic converter theft. Explain how the rate filing takes these
actions into account in deriving the rate change.

Proposed Response:
See response to question #17 above.



COVID-19 PREMIUM REFUNDS, CREDITS,
AND REDUCTIONS REPORT

For Reporting Periods: September, October, November, & December 2020 and Overall Totals

COVER PAGE
21st Century Insurance Company 12963
Company Name NAIC Company Code
Farmers Insurance Group 69
Group Name NAIC Group Code
3 Beaver Valley Road
Address
Wilmington DE 19803
City State Zip Code
Admitted insurer
] Non-admitted and transacted through a Surplus Lines Broker

Under penalty of perjury, I declare that I have examined this report, and to the best of my knowledge and belief, it is true, correct, and
complete.

1/29/21

Date

Kris Bidlingmaier (616) 340-6052

Name of the Officer Phone Number Fax Number
President Kris.bidlingmaier@farmersinsurance.com

Title E-Mail Address

Saeeda Behbahany (818)535-2610

Name of the Contact Person Phone Number Fax Number
Actuary saeeda.behbahany@farmersinsurance.com
Title E-Mail Address

This Report Is Due No Later Than: February 1, 2021

Please return the completed Cover Page to the Rate Specialist Bureau at RSBCovid19PR@insurance.ca.gov.
Any questions / correspondence can be directed to: RSBCovid19PR@insurance.ca.qgov

CALIFORNIA DEPARTMENT OF INSURANCE

Attn: Rate Specialist Bureau, 11th Floor

300 South Spring Street, South Tower

Los Angeles, CA 90013-1230

INFORMATION PROVIDED IN THIS REPORT SHALL BE PUBLIC AND NON-CONFIDENTIAL

California Department of Insurance - Rate Specialist Bureau April 2020




Questionnaire

Company Name: 21st Century Insurance Company

Group Name: Farmers Insurance Group

COVID-19 Premium Refunds, Credits, and Reduction Report

NAIC Code: 12963

NAIC Group Code: 69

1)  Has your company written premium in California in 2020 in any lines of business identified in Bulletin 2020-3?
Check all appropriate box(es) and identify all applicable lines, if any.

a YES Our company writes in one of these lines of insurance listed below.
Place a check mark next to the lines that apply and go to question 2.
Private Passenger Automobile Insurance [PPA]
D Commercial Automobile Insurance [CMA]
D Workers' Compensation Insurance [WC]
D Commercial Multiple Peril Insurance [CMP]
Commercial Liability Insurance [CML]
Medical Malpractice Insurance [MED]
Any other line of insurance that is impacted by COVID-19 pandemic. List below.

R R

b. NO I:l Our company does not write any lines of insurance listed above. End of Questionnaire.

2)  Has your company taken action to refund premium in response to COVID-19?
Check the appropriate box and provide explanation in the appropriate section of the Explanatory Memorandum.

a. NO Please provide your explanation describing the types of risk exposures that are not subject to refund in the Explanatory Memorandum-section 1.

b. YES D Please provide a summary of your action plan to achieve the premium refund in response to this bulletin in the Explanatory Memorandum-section II.

3)  Does your company have any rate filings pending approval by the Rate Regulation Branch in the California Department of Insurance
that pertain to the lines of business in Bulletin 2020-3?

Check the appropriate box and identify the California Department of Insurance filing reference number(s) in the box provided, if applicable.

Please list the Rate Filing Number(s) below.

|Fi1ing # AGMK-132215191 for a rate change of 6.0% was withdrawn 05/11/2020.

4)  How did your company accomplish its refund of premium to policyholders? Please answer by line of insurance.
If the method differs by program within line of insurance, please check all boxes that apply and provide additional explanation
in the accompanying Explanatory Memorandum - section II.

Line of Insurance

Return of Premium - sending payment (checks, credit back to credit card, etc.) to policyholders for the amount of the premium adjustment.

Premium Credit - giving a credit at the next installment or renewal equal to the amount of the premium adjustment.

Premium Reduction - reducing the premium amount payable at the next renewal.

Dividend - refunding an amount as a policyholder dividend.

oo o

Other - please specify:

5)  Explain which of the following method(s) your company used to compute the premium refund.
Please check the appropriate box for each line of insurance. If the response differs by program within line of insurance,
check the box for the predominant program in the line, and provide additional explanation for the remaining programs
in the accompanying Explanatory Memorandum - section II.

Methods (a) or (b) are adjustments that can be performed consistent with the current approved rating plan.

PPA CMA WC CMP CML MED OTHR
Line of Insurance
PPA CMA WC CMP CML MED OTHR

a. Reclassification of exposures to comport with current exposure |

LT T T T 11 T 7T T 11

b. Reduction of the rated exposures to reflect actual or anticipated exposures
Select an exposure base to be adjusted from the list below for each line of insurance.

bl. Miles Driven

b2. Payroll

b3. Gross Receipts

b4. Other, please specify:

California Department of Insurance Page 2 of 5

Rate Specialist Bureau - 10/22/24




c. Application, or expected application, of a uniform premium reduction for all policyholders in the line.
The premium refund can be a fixed amount or an average percentage based on the change in exposures.
Considerations relevant to determining the refund amount may include distribution of policyholders across Line of Insurance
mileage bands or type of use of vehicle for personal auto insurance or, at a minimum, premium for a commercial policy. PPA CMA WC [0%14 CML MED OTHR

cl. Enter the uniform premium reduction refund amount for all or select group of policyholders. [$]

c2. Enter the applied average percentage based on estimated change in risk and/or reduction in exposure. [%)]

c3. If the refund applies only to selected programs, industries, classifications, essential vs non-essential business, etc.
please identify and include detailed program information in the Explanatory Memorandum-Section II.

d. Reassessment of the classification and exposure bases of affected risks on a case by case basis [ [1 [ T I [T 1 [T 1 ] [ [T 1

6)  Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.
Select a method from the list below for each line of insurance. If the method differs by program within line of insurance, check the box
for the predominant program in the line, and provide additional explanation for the remaining programs in

Explanatory Memorandum - section II. Line of Insurance
PPA CMA WC CMP CML MED OTHR

a. Providing a grace period to pay insurance premium. [~ |
b. Waiving late fees. M
c. Suspending cancellation of policies [ |
d. Extending Coverage to Delivery Services M

See Explanatory

Memorandum -
e. Other, please specify: section IL.

END OF QUESTIONNAIRE

California Department of Insurance Page 3 of 5 Rate Specialist Bureau - 10/22/24



Explanatory Memorandum
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Insurance Company NAIC Code: 12963
Group Name: Farmers Insurance Group NAIC Group Code: 69
U] If your company writesin any lines of insurance specified in Bulletin 2020-3 and has determined no refunds are necessary,

please explain and provide any relevant documents.

Responses for question #: 2a.

If you need additional space, pleaseinclude an additional file with your submission.

21st hasissued policy refund checks to our policyholders credited against payments due for March through May. We have not applied a premium
credit for June - August and September - December as oneis not supported. Instead, 21st has taken the following actions: We withdrew afiled
6% rateincrease with an annualized premium impact of over $30M and additionally reduced vehicle annual mileage as requested by our insureds.
Thisreduction in mileage reflects the changein loss exposure due to the changed driving conditions under Covid and has resulted in an estimated
reduction of over $11M on an annualized basis. We are monitoring conditions to ensure that our pricing remains adequate and reflects the
accurateloss exposure under current conditions.

[mn If your company writesin one of thelines specified in Bulletin 2020-3 and hasissued refunds for your policyholders,
please explain all actions taken to date to refund premium in response to or consistent with this Bulletin.
Pleaseinclude California-specific information and an explanation and justification for the amount, effective date,
and duration of any premium refund, and how those measures reflect the actual or expected reduction of exposure to loss.

Please provide any relevant documents.

Responses for question #: 2b, 4, and 5

If you need additional space, pleaseinclude an additional file with your submission.

Asofthisfiling, 21st hasissued refunds for policiesin effect April 1 and May 1 totaling $16,161,159. Additional actions taken sinceinclude the
withdrawal of aratefiling of 6.0% as of 05/11/2020 and reduced annual mileage for rating as requested by insureds as more fully outlined above.




COVID-19 PREMIUM REFUNDS, CREDITS,

AND REDUCTIONS WORKSHEET
For Reporting Periods: September, October, November, & December 2020 and Overall Totals
NAIC Code: 12963

Company Name: 21st Century Insurance Company

NAIC Group Code: 69

Group Name: Farmers Insurance Group
[1] 12] 13] [4] I51 [6] 171 18] 191 [10] [11] [12] [13]
Average Number of
Aggregate Premium Average Average Percentage of In-Force Policies
Bulletin Percentage Prior to and Subject to Premium Premium Refund, Applied that are Subject Number of]
Line of Latest CDI  End of Reporting of Refund Application Aggregate Premium Per Policy Per Policy to Each to Refund at Policyholders
NAIC # Insurance Program Filing No. Period Applied of Refund Refund Before Refund After Refund Policyholder End of Period  Receiving Refund

California Department of Insurance - Rate Specialist Bureau

April 2020



COVID-19 PREMIUM REFUNDS, CREDITS,
AND REDUCTIONS REPORT

For Reporting Periods: September, October, November, & December 2020 and Overall Totals

COVER PAGE
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Admitted insurer
] Non-admitted and transacted through a Surplus Lines Broker

Under penalty of perjury, I declare that I have examined this report, and to the best of my knowledge and belief, it is true, correct, and
complete.

1/29/21

Date
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Company Name: 2 1st Century Casualty Insurance Company

Questionnaire

COVID-19 Premium Refunds, Credits, and Reduction Report

Group Name: Farmers Insurance Group

NAIC Code: 36404

NAIC Group Code: 69

1)  Has your company written premium in California in 2020 in any lines of business identified in Bulletin 2020-3?

Check all appropriate box(es) and identify all applicable lines, if any.

a YES D Our company writes in one of these lines of insurance listed below.
Place a check mark next to the lines that apply and go to question 2.

I:‘ Private Passenger Automobile Insurance [PPA]
Commercial Automobile Insurance [CMA]

|:| Workers' Compensation Insurance [WC]

I:‘ Commercial Multiple Peril Insurance [CMP]
Commercial Liability Insurance [CML]

H Medical Malpractice Insurance [MED]

Nowv kW=

Any other line of insurance that is impacted by COVID-19 pandemic. List below.

b. NO . Our company does not write any lines of insurance listed above. End of Questionnaire.

2)  Has your company taken action to refund premium in response to COVID-19?
Check the appropriate box and provide explanation in the appropriate section of the Explanatory Memorandum.

a. NO D Please provide your explanation describing the types of risk exposures that are not subject to refund in the Explanatory Memorandum-section 1.

b. YES I:‘ Please provide a summary of your action plan to achieve the premium refund in response to this bulletin in the Explanatory Memorandum-section II.

3)  Does your company have any rate filings pending approval by the Rate Regulation Branch in the California Department of Insurance

that pertain to the lines of business in Bulletin 2020-3?

Check the appropriate box and identify the California Department of Insurance filing reference number(s) in the box provided, if applicable.

a. No
b. Yes H Please list the Rate Filing Number(s) below.

4)  How did your company accomplish its refund of premium to policyholders? Please answer by line of insurance.
If the method differs by program within line of insurance, please check all boxes that apply and provide additional explanation

in the accompanying Explanatory Memorandum - section II.

Dividend - refunding an amount as a policyholder dividend.
Other - please specify:

oo os

Return of Premium - sending payment (checks, credit back to credit card, etc.) to policyholders for the amount of the premium adjustment.
Premium Credit - giving a credit at the next installment or renewal equal to the amount of the premium adjustment.
Premium Reduction - reducing the premium amount payable at the next renewal.

5)  Explain which of the following method(s) your company used to compute the premium refund.

Please check the appropriate box for each line of insurance. If the response differs by program within line of insurance,
check the box for the predominant program in the line, and provide additional explanation for the remaining programs

in the accompanying Explanatory Memorandum - section II.

Methods (a) or (b) are adjustments that can be performed consistent with the current approved rating plan.

a. Reclassification of exposures to comport with current exposure

b. Reduction of the rated exposures to reflect actual or anticipated exposures

Select an exposure base to be adjusted from the list below for each line of insurance.

bl. Miles Driven
b2. Payroll
b3. Gross Receipts

California Department of Insurance

Page 2 of 5
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b4. Other, please specify:

c. Application, or expected application, of a uniform premium reduction for all policyholders in the line.
The premium refund can be a fixed amount or an average percentage based on the change in exposures.
Considerations relevant to determining the refund amount may include distribution of policyholders across
mileage bands or type of use of vehicle for personal auto insurance or, at a minimum, premium for a commercial policy.

cl. Enter the uniform premium reduction refund amount for all or select group of policyholders. [$]

c2. Enter the applied average percentage based on estimated change in risk and/or reduction in exposure. [%]

c3. If the refund applies only to selected programs, industries, classifications, essential vs non-essential business, etc.
please identify and include detailed program information in the Explanatory Memorandum-Section II.

d. Reassessment of the classification and exposure bases of affected risks on a case by case basis

6)  Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.
Select a method from the list below for each line of insurance. If the method differs by program within line of insurance, check the box
for the predominant program in the line, and provide additional explanation for the remaining programs in
Explanatory Memorandum - section II.

Providing a grace period to pay insurance premium.
Waiving late fees.

Suspending cancellation of policies

Extending Coverage to Delivery Services

Other, please specify:

oo o w

END OF QUESTIONNAIRE

California Department of Insurance Page 3 of 5
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Explanatory Memorandum
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Casualty Insurance Company NAIC Code: 36404
Group Name: Farmers Insurance Group NAIC Group Code: 69
U] If your company writesin any lines of insurance specified in Bulletin 2020-3 and has determined no refunds are necessary,

please explain and provide any relevant documents.

Responses for question #: 2a.
If you need additional space, pleaseinclude an additional file with your submission.

[mn If your company writesin one of thelines specified in Bulletin 2020-3 and hasissued refunds for your policyholders,
please explain all actions taken to date to refund premium in response to or consistent with this Bulletin.
Pleaseinclude California-specific information and an explanation and justification for the amount, effective date,
and duration of any premium refund, and how those measures reflect the actual or expected reduction of exposure to loss.

Please provide any relevant documents.

Responses for question #: 2b, 4, and 5
If you need additional space, pleaseinclude an additional file with your submission.




COVID-19 PREMIUM REFUNDS, CREDITS,

AND REDUCTIONS WORKSHEET
For Reporting Periods: September, October, November, & December 2020 and Overall Totals

Company Name: 21st Century Casualty Insurance Company NAIC Code: 36404
Group Name: Farmers Insurance Group NAIC Group Code: 69
[1] 12] 13] [4] I51 [6] 171 18] 191 [10] [11] [12] [13]
Average Number of
Aggregate Premium Average Average Percentage of In-Force Policies
Bulletin Percentage Prior to and Subject to Premium Premium Refund, Applied that are Subject Number of]
Line of Latest CDI  End of Reporting of Refund Application Aggregate Premium Per Policy Per Policy to Each to Refund at Policyholders
NAIC # Insurance Program Filing No. Period Applied of Refund Refund Before Refund After Refund Policyholder End of Period  Receiving Refund|

April 2020

California Department of Insurance - Rate Specialist Bureau



COVID-19 PREMIUM REFUNDS, CREDITS,

AND REDUCTIONS REPORT

For Reporting Periods: June, July, August, and Overall Totals

COVER PAGE

21st Century Casualty Insurance Company 36404

Company Name NAIC Company Code
Farmers.Insurance Group 69

Group Name NAIC Group Code
3 Beaver Valley Road

Address

Wilmington DE 19803

City State Zip Code
Admitted insurer

] Non-admitted and transacted through a Surplus Lines Broker

Under penalty of perjury, I declare that I have examined this report, and to the best of my knowledge and belief, it is true, correct, and

complete.

9/29/20

Date

William D. Loucks, Jr.

302-252-2230 302-252-4990

Name of the Officer

President

Phone Number Fax Number

_bill. loucks@farmersinsurance.com

Title

E-Mail Address

Saeeda Behbahany

(818) 535-2610

Name of the Contact Person

Actuary.

Phone Number " "Fax Number

saeeda.behbahany@farmersinsurance.com

Title

E-Mail Address

This Report Is Due No Later Than: October 1, 2020

Please return the completed Cover Page to the Rate Specialist Bureau at RSBCovid19PR@insurance.ca.gov.
Any questions / correspondence can be directed to: RSBCovid19PR@insurance.ca.qov

CALIFORNIA DEPARTMENT OF INSURANCE
Attn: Rate Specialist Bureau, 11th Floor
300 South Spring Street, South Tower

Los Angeles, CA 90013-1230

INFORMATION PROVIDED IN THIS REPORT SHALL BE PUBLIC AND NON-CONFIDENTIAL

California Department of Insurance - Rate Specialist Bureau

April 2020




Questionnaire
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Casualty Insurance Company

NAIC Code: 36404

Group Name: Farmers Insurance Group NAIC Group Code: 69

D

2)

3)

4)

5)

Has your company written premium in California in 2020 in any lines of business identified in Bulletin 2020-3?
Check all appropriate box(es) and identify all applicable lines, if any.
a YES I:l Our company writes in one of these lines of insurance listed below.
Place a check mark next to the lines that apply and go to question 2.

1 D Private Passenger Automobile Insurance [PPA]

2 Commercial Automobile Insurance [CMA]

3. D Workers' Compensation Insurance [WC]

4. I:‘ Commercial Multiple Peril Insurance [CMP]

5 Commercial Liability Insurance [CML]

6 Medical Malpractice Insurance [MED]

7 Any other line of insurance that is impacted by COVID-19 pandemic. List below.

b. NO Our company does not write any lines of insurance listed above. End of Questionnaire.

Has your company taken action to refund premium in response to COVID-19?
Check the appropriate box and provide explanation in the appropriate section of the Explanatory Memorandum.

a. NO I:l Please provide your explanation describing the types of risk exposures that are not subject to refund in the Explanatory Memorandum-section 1.
b. YES D Please provide a summary of your action plan to achieve the premium refund in response to this bulletin in the Explanatory Memorandum-section II.
Does your company have any rate filings pending approval by the Rate Regulation Branch in the California Department of Insurance

that pertain to the lines of business in Bulletin 2020-3?
Check the appropriate box and identify the California Department of Insurance filing reference number(s) in the box provided, if applicable.

a. No
b. Yes H Please list the Rate Filing Number(s) below.

How did your company accomplish its refund of premium to policyholders? Please answer by line of insurance.
If the method differs by program within line of insurance, please check all boxes that apply and provide additional explanation
in the accompanying Explanatory Memorandum - section IL Line of Insurance

PPA CMA wC CMP CML

MED OTHR

Return of Premium - sending payment (checks, credit back to credit card, etc.) to policyholders for the amount of the premium adjustment.

Premium Credit - giving a credit at the next installment or renewal equal to the amount of the premium adjustment.

Premium Reduction - reducing the premium amount payable at the next renewal.

Dividend - refunding an amount as a policyholder dividend.

opooe

Other - please specify:

Explain which of the following method(s) your company used to compute the premium refund.

Please check the appropriate box for each line of insurance. If the response differs by program within line of insurance,
check the box for the predominant program in the line, and provide additional explanation for the remaining programs
in the accompanying Explanatory Memorandum - section IL Line of Insurance

Methods (a) or (b) are adjustments that can be performed consistent with the current approved rating plan. PPA CMA WC CMP CML

MED OTHR

a. Reclassification of exposures to comport with current exposure | | | | | | | I_I | | | | I_I

[ T[T [ 111

b. Reduction of the rated exposures to reflect actual or anticipated exposures
Select an exposure base to be adjusted from the list below for each line of insurance.

bl. Miles Driven

b2. Payroll

b3. Gross Receipts

b4. Other, please specify:

c. Application, or expected application, of a uniform premium reduction for all policyholders in the line.

California Department of Insurance Page 2 of 5
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The premium refund can be a fixed amount or an average percentage based on the change in exposures.
Considerations relevant to determining the refund amount may include distribution of policyholders across Line of Insurance
mileage bands or type of use of vehicle for personal auto insurance or, at a minimum, premium for a commercial policy. PPA CMA wC CcMp CML MED OTHR

cl. Enter the uniform premium reduction refund amount for all or select group of policyholders. [$]

c2. Enter the applied average percentage based on estimated change in risk and/or reduction in exposure. [%)]

c3. If the refund applies only to selected programs, industries, classifications, essential vs non-essential business, etc.
please identify and include detailed program information in the Explanatory Memorandum-Section II.

d. Reassessment of the classification and exposure bases of affected risks on a case by case basis [ [1 [T [ [T 1 [T 1 [1] [ [T 1

6)  Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.
Select a method from the list below for each line of insurance. If the method differs by program within line of insurance, check the box
for the predominant program in the line, and provide additional explanation for the remaining programs in
Explanatory Memorandum - section II. Line of Insurance
PPA CMA WwC CMP CML MED OTHR

Providing a grace period to pay insurance premium.

Waiving late fees.
Suspending cancellation of policies
Extending Coverage to Delivery Services

ae o

e. Other, please specify:

END OF QUESTIONNAIRE
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Explanatory Memorandum
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Casualty Insurance Company NAIC Code: 36404
Group Name: Farmers Insurance Group NAIC Group Code: 69
U] If your company writesin any lines of insurance specified in Bulletin 2020-3 and has determined no refunds are necessary,

please explain and provide any relevant documents.

Responses for question #: 2a.
If you need additional space, pleaseinclude an additional file with your submission.

[mn If your company writesin one of thelines specified in Bulletin 2020-3 and hasissued refunds for your policyholders,
please explain all actions taken to date to refund premium in response to or consistent with this Bulletin.
Pleaseinclude California-specific information and an explanation and justification for the amount, effective date,
and duration of any premium refund, and how those measures reflect the actual or expected reduction of exposure to loss.

Please provide any relevant documents.

Responses for question #: 2b, 4, and 5
If you need additional space, pleaseinclude an additional file with your submission.




COVID-19 PREMIUM REFUNDS, CREDITS,
AND REDUCTIONS WORKSHEET

Company Name: 21st Century Casualty Insurance Company NAIC Code: 36404
Group Name: Farmers Insurance Group NAIC Group Code: 69
U] 12] 131 14] 151 16] 171 18] 191 [10] [11] [12] [13]
Average Number of
Aggregate Premium Average Average Percentage of In-Force Policies
Bulletin Percentage Prior to and Subject to Premium Premium Refund, Applied that are Subject Number off
Line of Latest CDI  End of Reporting of Refund Application Aggregate Premium Per Policy Per Policy to Each to Refund at Policyholders
NAIC # Insurance Program Filing No. Period Applied of Refund Refund Before Refund After Refund Policyholder End of Period  Receiving Refund

California Department of Insurance - Rate Specialist Burcau April 2020



COVID-19 PREMIUM REFUNDS, CREDITS,

AND REDUCTIONS REPORT

For Reporting Periods: June, July, August, and Overall Totals

COVER PAGE

21st Century Insurance Company. 12963

Company Name NAIC Company Code
Farmers.Insurance Group 69

Group Name NAIC Group Code
3 Beaver Valley Road

Address

Wilmington DE 19803

City State Zip Code
Admitted insurer

] Non-admitted and transacted through a Surplus Lines Broker

Under penalty of perjury, I declare that I have examined this report, and to the best of my knowledge and belief, it is true, correct, and

complete.

9/29/20

Date

William D. Loucks, Jr.

302-252-2230 302-252-4990

Name of the Officer

President

Phone Number Fax Number

_bill. loucks@farmersinsurance.com

Title

E-Mail Address

Saeeda Behbahany

(818) 535-2610

Name of the Contact Person

Actuary.

Phone Number " "Fax Number

saeeda.behbahany@farmersinsurance.com

Title

E-Mail Address

This Report Is Due No Later Than: October 1, 2020

Please return the completed Cover Page to the Rate Specialist Bureau at RSBCovid19PR@insurance.ca.gov.
Any questions / correspondence can be directed to: RSBCovid19PR@insurance.ca.qov

CALIFORNIA DEPARTMENT OF INSURANCE
Attn: Rate Specialist Bureau, 11th Floor
300 South Spring Street, South Tower

Los Angeles, CA 90013-1230

INFORMATION PROVIDED IN THIS REPORT SHALL BE PUBLIC AND NON-CONFIDENTIAL

California Department of Insurance - Rate Specialist Bureau

April 2020




Questionnaire
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Insurance Company

NAIC Code: 12963

Group Name: Farmers Insurance Group NAIC Group Code: 69

D

2)

3)

4)

5)

Has your company written premium in California in 2020 in any lines of business identified in Bulletin 2020-3?
Check all appropriate box(es) and identify all applicable lines, if any.
a YES Our company writes in one of these lines of insurance listed below.
Place a check mark next to the lines that apply and go to question 2.

1 Private Passenger Automobile Insurance [PPA]

2 Commercial Automobile Insurance [CMA]

3. D Workers' Compensation Insurance [WC]

4. I:‘ Commercial Multiple Peril Insurance [CMP]

5 Commercial Liability Insurance [CML]

6 Medical Malpractice Insurance [MED]

7 Any other line of insurance that is impacted by COVID-19 pandemic. List below.

b. NO |:| Our company does not write any lines of insurance listed above. End of Questionnaire.

Has your company taken action to refund premium in response to COVID-19?
Check the appropriate box and provide explanation in the appropriate section of the Explanatory Memorandum.

a. NO Please provide your explanation describing the types of risk exposures that are not subject to refund in the Explanatory Memorandum-section 1.
b. YES D Please provide a summary of your action plan to achieve the premium refund in response to this bulletin in the Explanatory Memorandum-section II.
Does your company have any rate filings pending approval by the Rate Regulation Branch in the California Department of Insurance

that pertain to the lines of business in Bulletin 2020-3?
Check the appropriate box and identify the California Department of Insurance filing reference number(s) in the box provided, if applicable.

a. No
b. Yes Please list the Rate Filing Number(s) below.

|Fi1ing # AGMK-132215191 for a rate change of 6.0% was withdrawn 05/11/2020.

How did your company accomplish its refund of premium to policyholders? Please answer by line of insurance.
If the method differs by program within line of insurance, please check all boxes that apply and provide additional explanation
in the accompanying Explanatory Memorandum - section IL Line of Insurance

PPA CMA wC CMP CML

MED OTHR

Return of Premium - sending payment (checks, credit back to credit card, etc.) to policyholders for the amount of the premium adjustment.

Premium Credit - giving a credit at the next installment or renewal equal to the amount of the premium adjustment.

Premium Reduction - reducing the premium amount payable at the next renewal.

Dividend - refunding an amount as a policyholder dividend.

opooe

Other - please specify:

Explain which of the following method(s) your company used to compute the premium refund.

Please check the appropriate box for each line of insurance. If the response differs by program within line of insurance,
check the box for the predominant program in the line, and provide additional explanation for the remaining programs
in the accompanying Explanatory Memorandum - section IL Line of Insurance

Methods (a) or (b) are adjustments that can be performed consistent with the current approved rating plan. PPA CMA WC CMP CML

MED OTHR

a. Reclassification of exposures to comport with current exposure | | | | | | | I_I | | | | I_I

[ T[T [ 111

b. Reduction of the rated exposures to reflect actual or anticipated exposures
Select an exposure base to be adjusted from the list below for each line of insurance.

bl. Miles Driven

b2. Payroll

b3. Gross Receipts

b4. Other, please specify:

c. Application, or expected application, of a uniform premium reduction for all policyholders in the line.

California Department of Insurance Page 2 of 5
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The premium refund can be a fixed amount or an average percentage based on the change in exposures.
Considerations relevant to determining the refund amount may include distribution of policyholders across
mileage bands or type of use of vehicle for personal auto insurance or, at a minimum, premium for a commercial policy.

cl. Enter the uniform premium reduction refund amount for all or select group of policyholders. [$]

c2. Enter the applied average percentage based on estimated change in risk and/or reduction in exposure. [%)]

c3. If the refund applies only to selected programs, industries, classifications, essential vs non-essential business, etc.
please identify and include detailed program information in the Explanatory Memorandum-Section II.

d. Reassessment of the classification and exposure bases of affected risks on a case by case basis

6)  Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.
Select a method from the list below for each line of insurance. If the method differs by program within line of insurance, check the box
for the predominant program in the line, and provide additional explanation for the remaining programs in
Explanatory Memorandum - section IL.

Providing a grace period to pay insurance premium.
Waiving late fees.

Suspending cancellation of policies

Extending Coverage to Delivery Services

ae o

e. Other, please specify:

END OF QUESTIONNAIRE

California Department of Insurance Page 3 of 5
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Explanatory Memorandum
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Insurance Company NAIC Code: 12963
Group Name: Farmers Insurance Group NAIC Group Code: 69
U] If your company writesin any lines of insurance specified in Bulletin 2020-3 and has determined no refunds are necessary,

please explain and provide any relevant documents.

Responses for question #: 2a.

If you need additional space, pleaseinclude an additional file with your submission.

21st hasissued policy refund checks to our policyholders credited against payments due for March through May. We will not apply a premium
credit for June, July and August asoneis not supported. Instead, 21st has taken the followingactions: Wewithdrew afiled 6% rateincrease with
an annualized premium impact of over $30M and additionally reduced vehicle annual mileage as requested by our insureds. This reduction in
mileage reflects the changein loss exposure due to the changed driving conditions under Covid and has resulted in an estimated reduction of over
$11Mon an annualized basis. We are monitoring conditions to ensurethat our pricing remains adequate and reflects the accurate loss exposure
under current conditions.

[mn If your company writesin one of thelines specified in Bulletin 2020-3 and hasissued refunds for your policyholders,
please explain all actions taken to date to refund premium in response to or consistent with this Bulletin.
Pleaseinclude California-specific information and an explanation and justification for the amount, effective date,
and duration of any premium refund, and how those measures reflect the actual or expected reduction of exposure to loss.

Please provide any relevant documents.

Responses for question #: 2b, 4, and 5

If you need additional space, pleaseinclude an additional file with your submission.

Asofthisfiling, 21st hasissued refunds for policiesin effect April 1 and May 1 totaling $16,161,159. Additional actions taken sinceinclude the
withdrawal of aratefiling of 6.0% as of 05/11/2020 and reduced annual mileage for rating as requested by insureds as more fully outlined above.




COVID-19 PREMIUM REFUNDS, CREDITS,
AND REDUCTIONS WORKSHEET

Company Name: 21st Century Insurance Company NAIC Code: 12963
Group Name: Farmers Insurance Group NAIC Group Code: 69
U] 12] 131 14] 151 16] 171 18] 191 [10] [11] [12] [13]
Average Number of
Aggregate Premium Average Average Percentage of In-Force Policies
Bulletin Percentage Prior to and Subject to Premium Premium Refund, Applied that are Subject Number off
Line of Latest CDI  End of Reporting of Refund Application Aggregate Premium Per Policy Per Policy to Each to Refund at Policyholders
NAIC # Insurance Program Filing No. Period Applied of Refund Refund Before Refund After Refund Policyholder End of Period  Receiving Refund

California Department of Insurance - Rate Specialist Burcau April 2020



COVID-19 PREMIUM REFUNDS, CREDITS,
AND REDUCTIONS REPORT

For Reporting Period: April, May, and June 2021 and Overall Quarter Total

COVER PAGE
21st Century Casualty Insurance Company 36404
Company Name NAIC Company Code
Farmers Insurance Group 69
Group Name NAIC Group Code
3 Beaver Valley Road
Address
Wilmington DE 19803
City State Zip Code
Admitted insurer
] Non-admitted and transacted through a Surplus Lines Broker

Under penalty of perjury, I declare that I have examined this report, and to the best of my knowledge and belief, it is true, correct, and
complete.

7/29/21

Date

Kris Bidlingmaier (616) 340-6052

Name of the Officer Phone Number Fax Number
President Kris.bidlingmaier@farmersinsurance.com

Title E-Mail Address

Saeeda Behbahany 818 5352610

Name of the Contact Person Phone Number Fax Number
Actuary saeeda.behbahany@farmersinsurance.com
Title E-Mail Address

This Report Is Due No Later Than: July 30, 2021

Please return the completed Cover Page to the Rate Specialist Bureau at RSBCovid19PR@insurance.ca.gov.
Any questions / correspondence can be directed to: RSBCovid19PR@insurance.ca.qgov

CALIFORNIA DEPARTMENT OF INSURANCE

Attn: Rate Specialist Bureau, 11th Floor

300 South Spring Street, South Tower

Los Angeles, CA 90013-1230

INFORMATION PROVIDED IN THIS REPORT SHALL BE PUBLIC AND NON-CONFIDENTIAL

California Department of Insurance - Rate Specialist Bureau April 2020




Questionnaire
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 2 1st Century Casualty Insurance Company

Group Name: Farmers Insurance Group

NAIC Code: 36404

NAIC Group Code: 69

D

2)

3)

4)

5)

Has your company written premium in California in April, May, or June of 2021 in any lines of business identified in Bulletin 2020-3?
Check all appropriate box(es) and identify all applicable lines, if any.

a YES D Our company writes in one of these lines of insurance listed below.
Place a check mark next to the lines that apply and go to question 2.
I:‘ Private Passenger Automobile Insurance [PPA]
Commercial Automobile Insurance [CMA]
|:| Workers' Compensation Insurance [WC]
I:‘ Commercial Multiple Peril Insurance [CMP]
Commercial Liability Insurance [CML]
Medical Malpractice Insurance [MED]
H Any other line of insurance that is impacted by COVID-19 pandemic. List below.

b. NO . Our company does not write any lines of insurance listed above. End of Questionnaire.

Nowv kW=

Has your company taken action to refund any premium written in 2021 in response to COVID-19?
Check the appropriate box and provide explanation in the appropriate section of the Explanatory Memorandum.

a. NO D Please provide your explanation describing the types of risk exposures that are not subject to refund in the Explanatory Memorandum-section 1.

b. YES I:‘ Please provide a summary of your action plan to achieve the premium refund in response to this bulletin in the Explanatory Memorandum-section II.

Does your company have any rate filings pending approval by the Rate Regulation Branch in the California Department of Insurance
that pertain to the lines of business identified in Bulletin 2020-3?
Check the appropriate box and identify the California Department of Insurance filing reference number(s) in the box provided, if applicable.

a. No
b. Yes H Please list the Rate Filing Number(s) below.

How did your company accomplish its refund of premium to policyholders? Please answer by line of insurance.
If the method differs by program within line of insurance, please check all boxes that apply and provide additional explanation
in the accompanying Explanatory Memorandum - section II.

Line of Insurance
WwWC CMP CML MED OTHR

PPA CMA
a.  Return of Premium - sending payment (checks, credit back to credit card, etc.) to policyholders for the amount of the premium adjustment.
b. Premium Credit - giving a credit at the next installment or renewal equal to the amount of the premium adjustment.
c.  Premium Reduction - reducing the premium amount payable at the next renewal. |
d. Dividend - refunding an amount as a policyholder dividend. |
e. Other - please specify:
Explain which of the following method(s) your company used to compute the premium refund.
Please check the appropriate box for each line of insurance. If the response differs by program within line of insurance,
check the box for the predominant program in the line, and provide additional explanation for the remaining programs
in the accompanying Explanatory Memorandum - section II.
Methods (a) or (b) are adjustments that can be performed consistent with the current approved rating plan. PPA CMA

Line of Insurance

wC CMP CML MED OTHR

a. Reclassification of exposures to comport with current exposure | | | | | |

LI T IT T 10 T 7T T 111

b. Reduction of the rated exposures to reflect actual or anticipated exposures
Select an exposure base to be adjusted from the list below for each line of insurance.

bl. Miles Driven

b2. Payroll

b3. Gross Receipts

California Department of Insurance Page 2 of 5
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b4. Other, please specify:

c. Application, or expected application, of a uniform premium reduction for all policyholders in the line.
The premium refund can be a fixed amount or an average percentage based on the change in exposures.
Considerations relevant to determining the refund amount may include distribution of policyholders across
mileage bands or type of use of vehicle for personal auto insurance or, at a minimum, premium for a commercial policy.

cl. Enter the uniform premium reduction refund amount for all or select group of policyholders. [$]

c2. Enter the applied average percentage based on estimated change in risk and/or reduction in exposure. [%]

c3. If the refund applies only to selected programs, industries, classifications, essential vs non-essential business, etc.
please identify and include detailed program information in the Explanatory Memorandum-Section II.

d. Reassessment of the classification and exposure bases of affected risks on a case by case basis

6)  Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.
Select a method from the list below for each line of insurance. If the method differs by program within line of insurance, check the box
for the predominant program in the line, and provide additional explanation for the remaining programs in
Explanatory Memorandum - section II.

Providing a grace period to pay insurance premium.
Waiving late fees.

Suspending cancellation of policies

Extending Coverage to Delivery Services

Other, please specify:

oo o w

END OF QUESTIONNAIRE

California Department of Insurance Page 3 of 5
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Explanatory Memorandum
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Casualty Insurance Company NAIC Code: 36404
Group Name: Farmers Insurance Group NAIC Group Code: 69
U] If your company writesin any lines of insurance specified in Bulletin 2020-3 and has determined no refunds are necessary,

please explain and provide any relevant documents.

Responses for question #: 2a.
If you need additional space, pleaseinclude an additional file with your submission.

[mn If your company writesin one of thelines specified in Bulletin 2020-3 and hasissued refunds for your policyholders,
please explain all actions taken to date to refund premium in response to or consistent with this Bulletin.
Pleaseinclude California-specific information and an explanation and justification for the amount, effective date,
and duration of any premium refund, and how those measures reflect the actual or expected reduction of exposure to loss.

Please provide any relevant documents.

Responses for question #: 2b, 4, and 5
If you need additional space, pleaseinclude an additional file with your submission.
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COVER PAGE
21st Century Insurance Company 12963
Company Name NAIC Company Code
Farmers Insurance Group 69
Group Name NAIC Group Code
3 Beaver Valley Road
Address
Wilmington DE 19803
City State Zip Code
Admitted insurer
] Non-admitted and transacted through a Surplus Lines Broker

Under penalty of perjury, I declare that I have examined this report, and to the best of my knowledge and belief, it is true, correct, and
complete.

7/29/21

Date

Kris Bidlingmaier (616) 340-6052

Name of the Officer Phone Number Fax Number
President Kris.bidlingmaier@farmersinsurance.com

Title E-Mail Address

Saeeda Behbahany 818 5352610

Name of the Contact Person Phone Number Fax Number
Actuary saeeda.behbahany@farmersinsurance.com
Title E-Mail Address

This Report Is Due No Later Than: July 30, 2021

Please return the completed Cover Page to the Rate Specialist Bureau at RSBCovid19PR@insurance.ca.gov.
Any questions / correspondence can be directed to: RSBCovid19PR@insurance.ca.qgov

CALIFORNIA DEPARTMENT OF INSURANCE

Attn: Rate Specialist Bureau, 11th Floor

300 South Spring Street, South Tower

Los Angeles, CA 90013-1230

INFORMATION PROVIDED IN THIS REPORT SHALL BE PUBLIC AND NON-CONFIDENTIAL

California Department of Insurance - Rate Specialist Bureau April 2020




Questionnaire
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Insurance Company NAIC Code: 12963
Group Name: Farmers Insurance Group NAIC Group Code: 69
1)  Has your company written premium in California in April, May, or June of 2021 in any lines of business identified in Bulletin 2020-3?

2)

3)

4)

5)

Check all appropriate box(es) and identify all applicable lines, if any.
a YES Our company writes in one of these lines of insurance listed below.
Place a check mark next to the lines that apply and go to question 2.
Private Passenger Automobile Insurance [PPA]
Commercial Automobile Insurance [CMA]
|:| Workers' Compensation Insurance [WC]
I:‘ Commercial Multiple Peril Insurance [CMP]
Commercial Liability Insurance [CML]
Medical Malpractice Insurance [MED]
H Any other line of insurance that is impacted by COVID-19 pandemic. List below.

b. NO D Our company does not write any lines of insurance listed above. End of Questionnaire.

Nowv kW=

Has your company taken action to refund any premium written in 2021 in response to COVID-19?
Check the appropriate box and provide explanation in the appropriate section of the Explanatory Memorandum.

a. NO Please provide your explanation describing the types of risk exposures that are not subject to refund in the Explanatory Memorandum-section 1.
b. YES I:‘ Please provide a summary of your action plan to achieve the premium refund in response to this bulletin in the Explanatory Memorandum-section II.
Does your company have any rate filings pending approval by the Rate Regulation Branch in the California Department of Insurance

that pertain to the lines of business identified in Bulletin 2020-3?
Check the appropriate box and identify the California Department of Insurance filing reference number(s) in the box provided, if applicable.

a. No

b. Yes [ |Please list the Rate Filing Number(s) below.

How did your company accomplish its refund of premium to policyholders? Please answer by line of insurance.
If the method differs by program within line of insurance, please check all boxes that apply and provide additional explanation
in the accompanying Explanatory Memorandum - section II.

Line of Insurance
WwWC CMP CML MED OTHR

PPA CMA
a.  Return of Premium - sending payment (checks, credit back to credit card, etc.) to policyholders for the amount of the premium adjustment.
b. Premium Credit - giving a credit at the next installment or renewal equal to the amount of the premium adjustment.
c.  Premium Reduction - reducing the premium amount payable at the next renewal. |
d. Dividend - refunding an amount as a policyholder dividend. |
e. Other - please specify:
Explain which of the following method(s) your company used to compute the premium refund.
Please check the appropriate box for each line of insurance. If the response differs by program within line of insurance,
check the box for the predominant program in the line, and provide additional explanation for the remaining programs
in the accompanying Explanatory Memorandum - section II.
Methods (a) or (b) are adjustments that can be performed consistent with the current approved rating plan. PPA CMA

Line of Insurance

wC CMP CML MED OTHR

a. Reclassification of exposures to comport with current exposure | | | | | |

LI T IT T 10 T 7T T 111

b. Reduction of the rated exposures to reflect actual or anticipated exposures
Select an exposure base to be adjusted from the list below for each line of insurance.

bl. Miles Driven

b2. Payroll

b3. Gross Receipts

California Department of Insurance Page 2 of 6
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b4. Other, please specify:

c. Application, or expected application, of a uniform premium reduction for all policyholders in the line.
The premium refund can be a fixed amount or an average percentage based on the change in exposures.
Considerations relevant to determining the refund amount may include distribution of policyholders across
mileage bands or type of use of vehicle for personal auto insurance or, at a minimum, premium for a commercial policy.

cl. Enter the uniform premium reduction refund amount for all or select group of policyholders. [$]

c2. Enter the applied average percentage based on estimated change in risk and/or reduction in exposure. [%]

c3. If the refund applies only to selected programs, industries, classifications, essential vs non-essential business, etc.
please identify and include detailed program information in the Explanatory Memorandum-Section II.

d. Reassessment of the classification and exposure bases of affected risks on a case by case basis

6)  Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.
Select a method from the list below for each line of insurance. If the method differs by program within line of insurance, check the box
for the predominant program in the line, and provide additional explanation for the remaining programs in
Explanatory Memorandum - section II.

Providing a grace period to pay insurance premium.
Waiving late fees.

Suspending cancellation of policies

Extending Coverage to Delivery Services

Other, please specify:

oo o w

END OF QUESTIONNAIRE

California Department of Insurance Page 3 of 6
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Explanatory Memorandum
COVID-19 Premium Refunds, Credits, and Reduction Report

(Company Name: 21st Century Insurance Company NAIC Code: 12963

Group Name: Farmers Insurance Group NAIC Group Code: 69

M If your company writes in any lines of insurance specified in Bulletin 2020-3 and has determined no refunds are necessary,
please explain and provide any relevant documents.
Responses for question #: 2a.
If you need additional space, pleaseinclude an additional file with your submission.

Recognizing the change in loss exposure resulting from the Covid-19 lock down 21st has taken the following actions:

1 21stissued refunds for policiesin effect April 1 and May 1 2020
-Impact $16,161,159.

N

A mileage change noticeis sent at each renewal to customers to confirm that the mileage that is used in rating is consistent with their expected mileage.
This has resulted in over 86,000 vehicles reducing their mileage from April 2020 through June 2021.

Theresult of our proactive policy regarding mileage change is apparent in our inforce distribution by mileage (attached Exhibit A).

At year end 2019 (pre Covid) about 37% of our book had annual mileage <4500. By year end 2020 this percentage had changed to 45%

and still remains at 45%in June 2021 reflecting the Covid related lockdown impact on driving patterns.

w

We withdrew afiled 6% rate increase with an annualized premium impact of over $30Min May 2020 .

21st continuesto be mindful that our pricing appropriately reflects the current loss exposure. We continue to monitor loss frequency as traffic volume
appears to beincreasing, including the upward pressure on loss severity.

] If your company writes in one of the lines specified in Bulletin 2020-3 and has issued refunds for your policyholders,
please explain all actions taken to date to refund premium in response to or consistent with this Bulletin.
Pleaseinclude California-specific information and an explanation and justification for the amount, effective date,
and duration of any premium refund, and how those measures reflect the actual or expected reduction of exposure to loss.

Please provide any relevant documents.

Responses for question #: 2b, 4, and 5
If you need additional space, pleaseinclude an additional file with your submission.




Exhibit A Inforce Vehicle distribution

201912 202003 202006 202009 202012 202103 202106
<4500 37.1% 37.4% 42.8% 44.4% 45.0% 45.7% 45.2%
4,500-11,499 45.4% 45.2% 41.3% 40.3% 39.9% 39.6% 40.3%
>=11,500 17.5% 17.3% 15.9% 15.3% 15.0% 14.7% 14.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%



COVID-19 PREMIUM REFUNDS, CREDITS,

AND REDUCTIONS WORKSHEET
For Reporting Period: April, May, and June 2021 and Overall Quarter Total

Company Name: 21st Century Insurance Company NAIC Code: 12963
Group Name: Farmers Insurance Group NAIC Group Code: 69
[1] 12] 13] [4] I51 [6] 171 18] 191 [10] [11] [12] [13]
Average Number of
Aggregate Premium Average Average Percentage of In-Force Policies
Bulletin Percentage Prior to and Subject to Premium Premium Refund, Applied that are Subject Number of]
Line of Latest CDI  End of Reporting of Refund Application Aggregate Premium Per Policy Per Policy to Each to Refund at Policyholders
NAIC # Insurance Program Filing No. Period Applied of Refund Refund Before Refund After Refund Policyholder End of Period  Receiving Refund|
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Company Name: 2 1st Century Casualty Insurance Company

Questionnaire

COVID-19 Premium Refunds, Credits, and Reduction Report

Group Name: Farmers Insurance Group

NAIC Code: 36404

NAIC Group Code: 0

1)  Has your company written premium in California in 2020 in any lines of business identified in Bulletin 2020-3?

Check all appropriate box(es) and identify all applicable lines, if any.

a YES D Our company writes in one of these lines of insurance listed below.
Place a check mark next to the lines that apply and go to question 2.

I:‘ Private Passenger Automobile Insurance [PPA]
Commercial Automobile Insurance [CMA]

|:| Workers' Compensation Insurance [WC]

I:‘ Commercial Multiple Peril Insurance [CMP]
Commercial Liability Insurance [CML]

H Medical Malpractice Insurance [MED]

Nowv kW=

Any other line of insurance that is impacted by COVID-19 pandemic. List below.

b. NO . Our company does not write any lines of insurance listed above. End of Questionnaire.

2)  Has your company taken action to refund premium in response to COVID-19?
Check the appropriate box and provide explanation in the appropriate section of the Explanatory Memorandum.

a. NO D Please provide your explanation describing the types of risk exposures that are not subject to refund in the Explanatory Memorandum-section 1.

b. YES I:‘ Please provide a summary of your action plan to achieve the premium refund in response to this bulletin in the Explanatory Memorandum-section II.

3)  Does your company have any rate filings pending approval by the Rate Regulation Branch in the California Department of Insurance

that pertain to the lines of business in Bulletin 2020-3?

Check the appropriate box and identify the California Department of Insurance filing reference number(s) in the box provided, if applicable.

a. No
b. Yes H Please list the Rate Filing Number(s) below.

4)  How did your company accomplish its refund of premium to policyholders? Please answer by line of insurance.
If the method differs by program within line of insurance, please check all boxes that apply and provide additional explanation

in the accompanying Explanatory Memorandum - section II.

Dividend - refunding an amount as a policyholder dividend.
Other - please specify:

oo os

Return of Premium - sending payment (checks, credit back to credit card, etc.) to policyholders for the amount of the premium adjustment.
Premium Credit - giving a credit at the next installment or renewal equal to the amount of the premium adjustment.
Premium Reduction - reducing the premium amount payable at the next renewal.

5)  Explain which of the following method(s) your company used to compute the premium refund.

Please check the appropriate box for each line of insurance. If the response differs by program within line of insurance,
check the box for the predominant program in the line, and provide additional explanation for the remaining programs

in the accompanying Explanatory Memorandum - section II.

Methods (a) or (b) are adjustments that can be performed consistent with the current approved rating plan.

a. Reclassification of exposures to comport with current exposure

b. Reduction of the rated exposures to reflect actual or anticipated exposures

Select an exposure base to be adjusted from the list below for each line of insurance.

bl. Miles Driven
b2. Payroll
b3. Gross Receipts

California Department of Insurance

Page 2 of 5
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b4. Other, please specify:

c. Application, or expected application, of a uniform premium reduction for all policyholders in the line.
The premium refund can be a fixed amount or an average percentage based on the change in exposures.
Considerations relevant to determining the refund amount may include distribution of policyholders across
mileage bands or type of use of vehicle for personal auto insurance or, at a minimum, premium for a commercial policy.

cl. Enter the uniform premium reduction refund amount for all or select group of policyholders. [$]

c2. Enter the applied average percentage based on estimated change in risk and/or reduction in exposure. [%]

c3. If the refund applies only to selected programs, industries, classifications, essential vs non-essential business, etc.
please identify and include detailed program information in the Explanatory Memorandum-Section II.

d. Reassessment of the classification and exposure bases of affected risks on a case by case basis

6)  Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.
Select a method from the list below for each line of insurance. If the method differs by program within line of insurance, check the box
for the predominant program in the line, and provide additional explanation for the remaining programs in
Explanatory Memorandum - section II.

Providing a grace period to pay insurance premium.
Waiving late fees.

Suspending cancellation of policies

Extending Coverage to Delivery Services

Other, please specify:

oo o w

END OF QUESTIONNAIRE

California Department of Insurance Page 3 of 5
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Explanatory Memorandum
COVID-19 Premium Refunds, Credits, and Reduction Report

Company Name: 21st Century Casualty Insurance Company NAIC Code: 36404
Group Name: Farmers Insurance Group NAIC Group Code: 0
U] If your company writesin any lines of insurance specified in Bulletin 2020-3 and has determined no refunds are necessary,

please explain and provide any relevant documents.

Responses for question #: 2a.
If you need additional space, pleaseinclude an additional file with your submission.

[mn If your company writesin one of thelines specified in Bulletin 2020-3 and hasissued refunds for your policyholders,
please explain all actions taken to date to refund premium in response to or consistent with this Bulletin.
Pleaseinclude California-specific information and an explanation and justification for the amount, effective date,
and duration of any premium refund, and how those measures reflect the actual or expected reduction of exposure to loss.

Please provide any relevant documents.

Responses for question #: 2b, 4, and 5
If you need additional space, pleaseinclude an additional file with your submission.
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Group Name NAIC Group Code

3 Beaver Valley Road

Address

Wilmington DE 19803

City State Zip Code

Admitted insurer

] Non-admitted and transacted through a Surplus Lines Broker

Under penalty of perjury, I declare that I have examined this report, and to the best of my knowledge and belief, it is true, correct, and
complete.

6/11/20
Date

William D. Loucks, Jr.

302-252-2230

302-252-4990

Name of the Officer

Phone Number

Fax Number

President
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E-Mail Address
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Company Name: 21st Century Insurance Company

Questionnaire

COVID-19 Premium Refunds, Credits, and Reduction Report

Group Name: Farmers Insurance Group

NAIC Code: 12963

NAIC Group Code: 69

1)  Has your company written premium in California in 2020 in any lines of business identified in Bulletin 2020-3?

Check all appropriate box(es) and identify all applicable lines, if any.

a YES Our company writes in one of these lines of insurance listed below.
Place a check mark next to the lines that apply and go to question 2.

Private Passenger Automobile Insurance [PPA]
Commercial Automobile Insurance [CMA]

|:| Workers' Compensation Insurance [WC]

I:‘ Commercial Multiple Peril Insurance [CMP]
Commercial Liability Insurance [CML]

H Medical Malpractice Insurance [MED]

Nowv kW=

Any other line of insurance that is impacted by COVID-19 pandemic. List below.

b. NO D Our company does not write any lines of insurance listed above. End of Questionnaire.

2)  Has your company taken action to refund premium in response to COVID-19?
Check the appropriate box and provide explanation in the appropriate section of the Explanatory Memorandum.

a. NO D Please provide your explanation describing the types of risk exposures that are not subject to refund in the Explanatory Memorandum-section 1.

b. YES Please provide a summary of your action plan to achieve the premium refund in response to this bulletin in the Explanatory Memorandum-section II.

3)  Does your company have any rate filings pending approval by the Rate Regulation Branch in the California Department of Insurance

that pertain to the lines of business in Bulletin 2020-3?

Check the appropriate box and identify the California Department of Insurance filing reference number(s) in the box provided, if applicable.

a. No

b. Yes [ |Please list the Rate Filing Number(s) below.

4)  How did your company accomplish its refund of premium to policyholders? Please answer by line of insurance.
If the method differs by program within line of insurance, please check all boxes that apply and provide additional explanation

in the accompanying Explanatory Memorandum - section II.

Dividend - refunding an amount as a policyholder dividend.
Other - please specify:

oo os

Return of Premium - sending payment (checks, credit back to credit card, etc.) to policyholders for the amount of the premium adjustment.
Premium Credit - giving a credit at the next installment or renewal equal to the amount of the premium adjustment.
Premium Reduction - reducing the premium amount payable at the next renewal.

5)  Explain which of the following method(s) your company used to compute the premium refund.

Please check the appropriate box for each line of insurance. If the response differs by program within line of insurance,
check the box for the predominant program in the line, and provide additional explanation for the remaining programs

in the accompanying Explanatory Memorandum - section II.

Methods (a) or (b) are adjustments that can be performed consistent with the current approved rating plan.

a. Reclassification of exposures to comport with current exposure

b. Reduction of the rated exposures to reflect actual or anticipated exposures

Select an exposure base to be adjusted from the list below for each line of insurance.

bl. Miles Driven
b2. Payroll
b3. Gross Receipts

California Department of Insurance

Page 2 of 5
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b4. Other, please specify:

c. Application, or expected application, of a uniform premium reduction for all policyholders in the line.
The premium refund can be a fixed amount or an average percentage based on the change in exposures.
Considerations relevant to determining the refund amount may include distribution of policyholders across
mileage bands or type of use of vehicle for personal auto insurance or, at a minimum, premium for a commercial policy.

cl. Enter the uniform premium reduction refund amount for all or select group of policyholders. [$]

c2. Enter the applied average percentage based on estimated change in risk and/or reduction in exposure. [%]

c3. If the refund applies only to selected programs, industries, classifications, essential vs non-essential business, etc.
please identify and include detailed program information in the Explanatory Memorandum-Section II.

d. Reassessment of the classification and exposure bases of affected risks on a case by case basis

6)  Identify any and all other measures that your company has taken to help policyholders during the COVID-19 quarantine period.
Select a method from the list below for each line of insurance. If the method differs by program within line of insurance, check the box
for the predominant program in the line, and provide additional explanation for the remaining programs in
Explanatory Memorandum - section II.

Providing a grace period to pay insurance premium.
Waiving late fees.

Suspending cancellation of policies

Extending Coverage to Delivery Services

Other, please specify:

oo o w

END OF QUESTIONNAIRE

California Department of Insurance Page 3 of 5
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Explanatory Memorandum
COVID-19 Premium Refunds, Credits, and Reduction Report

|Company Name: 215t Century Insurance Company NAIC Code: 12963
|Group Name: Farmers Insurance Gr NAIC Group Code: 69

[l ifyour comp itesin any lines of ified in Bulletin 2020-3 and has determined no refunds are necessary,
please explain and provide any relevant documents.

Responses for question #: 2a.

Ifyou need additional space, additional file with your submission
m ¥ p in one of in Bulletin 2020-3 and has issued refunds for your policyholders,
please explain all actions taken to date to refund premium i response to or consistent with this Bulletin.
lif i tion and d justification for the amount, effective date,
ofany premium refund, and eflect theactual or expected reduction of exposureto loss.

Please provide any relevant documents.
Responses for question #: 2b, 4, and 5

Ifyou need additional space, please include an additional file with your submission,
215t will beissuing refund checks to customers as follows

Policies in effect on April 1st, will on payab reii policy measured as 25% offthe premium attributable to
April -Weare providing a 25% premium reduction which is reflective of the changed the start of the derissued
in March through April.

Policiesin effect on May 1st, will P payable for their pol ed a5 15% off
May -an additional 15% reduction for reduction in milesd
Combined refund checks for both months will be mailed d will take about 4 ks s

1st's reduction of hanged resulting from the stay ed

by California.

215t will beissuing refund checks to customers that wereinforce April 1st, 25% of monthly premium, and May 1st, 15% of monthly premium



COVID-19 PREMIUM REFUNDS, CREDITS,
AND REDUCTIONS WORKSHEET

Company Name: 21st Century Insurance Company NAIC Code: 12963
Group Name: Farmers Insurance Group NAIC Group Code: 69
U] 12] 131 14] 151 16] 171 18] 191 [10] [11] [12] [13]
Average Number of
Aggregate Premium Average Average Percentage of In-Force Policies
Bulletin Percentage Prior to and Subject to Premium Premium Refund, Applied that are Subject Number off
Line of Latest CDI  End of Reporting of Refund Application Aggregate Premium Per Policy Per Policy to Each to Refund at Policyholders
NAIC # Insurance Program Filing No. Period Applied of Refund Refund Before Refund After Refund Policyholder End of Period  Receiving Refund
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Overall Totals

$80,529.373

$16,161,159

242,574

242,574

California Department of Insurance - Rate Specialist Burcau

April 2020
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y.eonsumer
Watchdog

Date: August 12,2024

To:  All Parties

From: Consumer Watchdog

Re:  Review of 21 Century Insurance Company and 21 Century Casualty Company Private
Passenger Auto Rate Filing; CDI File Nos. 24-496, 24-496-A; SERFF Filing No.
AGMK-134004687; PA-2024-00006
In connection with a possible settlement, we have reviewed the above-captioned filing, as

well as the updates and additional information submitted by 21%' Century Insurance Company

and 21% Century Casualty Company (“21% Century”) in response to Consumer Watchdog’s

Requests for Information, along with other information.

Our analysis, summarized in the enclosed Rate Template, indicates a maximum overall
rate increase of 12.0% for 215 Century.

The differences between our analysis and that of 215 Century are summarized below:

» Loss and Premium Trends — Our trend selections are listed in the table below:

Bodily Injury Rep/Pd 20 pt
Property Damage Cl/Pd 16 pt
UMBI Rep/Pd 16 pt
Medical Payments | Rep/Pd 16 pt
Comprehensive Cl/Pd 20 pt
Collision Cl/Pd 20 pt
UMPD Cl/Pd 12 pt
Rental Cl/Pd 20 pt

» Loss Development — We are using Paid — Loss & DCCE for all coverages.
A brief explanation of the rationale underlying our analysis follows.

Loss and Premium Trends

To evaluate which frequency, severity, and premium trends to select, we analyzed actual
and fitted Net Trends numerically and graphically by coverage for each of the possible loss trend
bases (Closed/Paid, Reported/Paid, Closed/Total Paid, and Reported/Total Paid). 21 Century
states in its response to Consumer Watchdog’s Request for Information #1, “Statistically, for
frequency, a 12-point trend selection is an optimal selection for almost all coverages, except for

Preliminary, Draft, For Discussion / Settlement Purposes Only



In the Matter of 21 Century Auto, PA-2024-00006
August 12,2024
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UMBI, which still has 12-point as the second-best selection . . . .” These evaluations of
“optimal” and “second-best” appear to be based on the respective R? values for each coverage’s
frequency trend, shown in the file CA Trend Selection Justification.xlsx provided by 21%
Century. However, R? may not be a useful goodness-of-fit metric in this context, as it only
measures how much of the variation in the dependent variables is explained by the independent
variables. In cases where the dependent variables experience sharp changes, as we see with 21
Century’s frequency and severity data, the modeled trend line may not “fit” very well in terms of
R2, even if it is reasonable over the data period under consideration. From the CAS white paper
Considerations in Estimating Loss Cost Trends by K. Dickmann and J. Merz
(https://tinyurl.com/yatu5b23), “Many consider R?, the coefficient of determination, the most
important statistic for evaluating the goodness-of-fit. The coefficient of determination is the
proportion of the data's variability over time that is explained by the fitted curve. However, it is
widely agreed that this is not sufficient. The coefficient of determination, by itself, is a poor
measure of goodness-of-fit. To assume that a low R? implies a poor fit is not appropriate. It has
been shown that a low or zero trend, by its nature, has a low R? value. Also, whenever the
random variation is large compared to the underlying trend the R? will not be sufficient to
determine whether the fitted model is appropriate.” Looking beyond the R? values, with
consideration for observed pre-COVID trends and for data distortions in some coverages caused
by an abrupt decrease and subsequent sharp increase in frequency resulting from the pandemic,
we selected the trends listed in the table above. These selections yield an annual Net Trend of
7.3% for all coverages combined.

Loss Development

215 Century offered the following explanation for the use of Incurred rather than Paid
loss development in their response to our Request for Information #3: “[T]he incurred method
includes the best estimate of our claim adjusters’ pick for each claim, while the paid method
doesn’t fully capture the increase in the number of complicated and higher severity claims we
received in recent years that take longer to settle, resulting in an underestimation in paid method
and thus a large difference between the paid and incurred development.” It is important to note
that the “best estimate of our claim adjusters’ pick for each claim” refers to case reserve amounts
determined internally by 21%' Century, whereas the Paid loss data is not subject to the potential
distortion inherent in company-derived reserves. Therefore, we are using Paid loss development
rather than Incurred in our analysis.

Institutional Advertising

In response to Consumer Watchdog’s Requests for Information, 215 Century did not
provide any examples of its non-institutional advertising in order to substantiate its claim that
28.7% of advertising expenses over the last three years have been institutional. As a result,
Consumer Watchdog was unable to determine the appropriate percentage of institutional
advertising to be used for preparing its indications. For the sake of preparing for the Parties’
three-way call on August 15, 2024, however, Consumer Watchdog assumed 21% Century’s
claimed percentage is appropriate when preparing the enclosed indications. Consumer Watchdog
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reserves the right to adjust its analysis in response to further information regarding 21%' Century’s
institutional advertising.

Preliminary, Draft, For Discussion / Settlement Purposes Only



State of California
Department of Insurance (CDI)

Company:
Line:

t Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

PRIOR APPROVAL RATE TEMPLATE FOR PROPERTY & LIABILITY LINES

SUMMARY
Coverage/Form/Program Latest Year Adjusted | Minimum Permitted Maximum Permitted | Change at Minimum Change at Maximum Proposed %
& & Annual Premium ($) | Earned Premium ($) Earned Premium ($) % % P ?
Bodily Injury 106,773,639 77,353,398 112,546,749 -27.6% 5.4% 5.4%
Property Damage 64,841,988 67,669,768 98,457,375 4.4% 51.8% 51.8%
UMBI 37,529,989 33,639,728 48,944,741 -10.4% 30.4% 30.4%
Medical Payments 3,521,566 3,796,012 5,523,078 7.8% 56.8% 56.8%
Comprehensive 60,298,557 53,554,839 67,374,157 -11.2% 11.7% 11.7%
Collision 182,790,656 141,031,470 177,423,304 -22.8% -2.9% -2.9%
UMPD 1,173,870 1,168,425 1,469,925 -0.5% 25.2% 25.2%
Rental 5,633,893 4,903,379 6,168,650 -13.0% 9.5% 9.5%
Combined 462,564,158 | 383,117,018 517,907,978 -17.2% 12.0% 12.0%
Combined Total Earned Exposures for Latest Year: 1,851,169
Average Earned Premium $ per Exposure
Latest Year Earned
Coverage/Form/Program i . i . .
Latest Year Adjusted Minimum Permitted Maximum Permitted Proposed Exposures
Bodily Injury 294.82 213.59 310.76 310.76 362,164
Property Damage 178.93 186.73 271.69 271.69 362,394
UMBI 128.83 112.68 163.94 168.01 291,324
Medical Payments 31.13 32.92 47.90 48.83 113,111
Comprehensive 212.59 188.82 237.54 237.54 283,632
Collision 658.58 508.13 639.24 639.24 277,552
UMPD 18.42 18.13 22.81 23.06 63,738
Rental 57.93 50.42 63.43 63.43 97,254
Combined 249.88 206.96 279.77 279.77 1,851,169
) Latest Year Projected Latest Year Projected
Latest Year Adjusted

Coverage/Form/Program

Annual Premium ($)

Ultimate Loss & DCCE

Ultimate Loss & DCCE

($) Ratio
Bodily Injury 106,773,639 72,187,852 67.6%
Property Damage 64,841,988 63,150,872 97.4%
UMBI 37,529,989 33,042,313 88.0%
Medical Payments 3,521,566 3,589,976 101.9%
Comprehensive 60,298,557 43,409,000 72.0%
Collision 182,790,656 114,313,388 62.5%
UMPD 1,173,870 968,428 82.5%
Rental 5,633,893 3,974,446 70.5%
Combined 462,564,158 334,636,276 72.3%

Page 1 0of 9




State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/5/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Coverage: Bodily Injury
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 129,250,836 129,250,836
Prem_Earned 129,872,882 129,872,882
Prem_Adj 0.827

Prem_Trend 0.987 -0.7%
Misc_Fees 790,894 790,894
Exposures_Earned 362,164 362,164
Losses 9,103,135 9,103,135
DCCE 148,594 148,594
Loss_Devt 7.324

DCCE_Devt 7.324

Loss_Trend 1.065 3.2%
DCCE_Trend 1.065 3.2%
CAT_Adj 1.000

Anc_Income 10 10
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: September 2023 4.7%
ROR_Min -6.0%
ROR_Max 10.7%
Calculations 20214 20224 20234

Prem_Adjusted 106,773,639 106,773,639
Losses_Adjusted 71,028,427 71,028,427
DCCE_Adjusted 1,159,426 1,159,426
LossDCCERatio_Adjusted 67.6% 67.6%
TCRLP_perExp 294.82 294.82
LossDCCE_perExp 199.32 199.32
ComplLossDCCE_perExp 194.13 194.13
CredLoss_perExp 199.32 199.32
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 3.9%
Comp_Trend 2.7%
Max_Profit 17.6%
Min_Profit -9.9%
UW_Profit 5.9%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $213.59
Max_Premium $310.76
CHANGE_AT_MIN -27.6%
CHANGE_AT_MAX 5.4%
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State of California
Department of Insurance (CDI)

VARIANCE - NONE

Completed by:

Date Completed:

Prior Effective Date:
Proposed Effective Date:
Detailed Line Description:
Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage
CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA
8/5/2024

1/23/2024

9/30/2024

Private Passenger Auto Liability
Property Damage

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 90,656,994 90,656,994
Prem_Earned 91,001,442 91,001,442
Prem_Adj 0.713

Prem_Trend 0.991 -0.5%
Misc_Fees 554,177 554,177
Exposures_Earned 362,394 362,394
Losses 34,113,133 34,113,133
DCCE 40,780 40,780
Loss_Devt 1.723

DCCE_Devt 1.723

Loss_Trend 1.073 3.6%
DCCE_Trend 1.073 3.6%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: September 2023 4.7%
ROR_Min -6.0%
ROR_Max 10.7%
Calculations 20214 20224 20234

Prem_Adjusted 64,841,988 64,841,988
Losses_Adjusted 63,075,470 63,075,470
DCCE_Adjusted 75,403 75,403
LossDCCERatio_Adjusted 97.4% 97.4%
TCRLP_perExp 178.93 178.93
LossDCCE_perExp 174.26 174.26
ComplLossDCCE_perExp 117.96 117.96
CredLoss_perExp 174.26 174.26
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 4.1%
Comp_Trend 2.8%
Max_Profit 17.6%
Min_Profit -9.9%
UW_Profit 5.9%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $186.73
Max_Premium $271.69
CHANGE_AT_MIN 4.4%
CHANGE_AT_MAX 51.8%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company:
Line:

it Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/5/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Coverage: UMBI
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 31,749,663 30,582,944 30,173,684 92,506,291
Prem_Earned 32,455,448 30,575,765 30,263,293 93,294,506
Prem_Adj 1.250 1.250 1.250

Prem_Trend 0.973 0.980 0.987 -0.6%
Misc_Fees 215,592 203,798 184,296 603,686
Exposures_Earned 320,807 301,865 291,324 913,997
Losses 19,224,086 16,066,009 3,334,328 38,624,423
DCCE 410,654 193,276 31,495 635,426
Loss_Devt 1.187 1.746 8.716

DCCE_Devt 8.716

Loss_Trend 1.285 1.203 1.126 6.1%
DCCE_Trend 1.285 1.203 1.126 6.1%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: September 2023 4.7%
ROR_Min -6.0%
ROR_Max 10.7%
Calculations 20214 20224 20234

Prem_Adjusted 39,700,748 37,667,666 37,529,989 114,898,404
Losses_Adjusted 29,318,063 33,750,533 32,733,123 95,801,720
DCCE_Adjusted 309,190 309,190
LossDCCERatio_Adjusted 88.0% 83.6%
TCRLP_perExp 123.75 124.78 128.83 125.71
LossDCCE_perExp 113.42 105.15
ComplLossDCCE_perExp 83.05 83.74 86.45 84.36
CredLoss_perExp 113.42 105.15
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 6.8%
Comp_Trend 4.6%
Max_Profit 17.6%
Min_Profit -9.9%
UW_Profit 5.9%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $112.68
Max_Premium $163.94
CHANGE_AT_MIN -10.4%
CHANGE_AT_MAX 30.4%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Coverage:

Company:
Line:

it Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/5/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Medical Payments

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 7,407,966 6,907,504 6,931,704 21,247,174
Prem_Earned 7,604,136 6,991,756 6,855,729 21,451,620
Prem_Adj 0.514 0.514 0.514

Prem_Trend 0.974 0.981 0.988 -0.6%
Misc_Fees 50,512 46,602 41,750 138,864
Exposures_Earned 127,910 117,503 113,111 358,524
Losses 2,809,437 3,160,779 1,283,990 7,254,206
DCCE 20,999 8,262 3,544 32,805
Loss_Devt 1.017 1.064 2.529

DCCE_Devt 2.529

Loss_Trend 1.229 1.164 1.103 5.0%
DCCE_Trend 1.229 1.164 1.103 5.0%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: September 2023 4.7%
ROR_Min -6.0%
ROR_Max 10.7%
Calculations 20214 20224 20234

Prem_Adjusted 3,856,899 3,570,872 3,521,566 10,949,336
Losses_Adjusted 3,510,136 3,914,374 3,580,095 11,004,605
DCCE_Adjusted 9,881 9,881
LossDCCERatio_Adjusted 101.9% 100.6%
TCRLP_perExp 30.15 30.39 31.13 30.54
LossDCCE_perExp 31.74 30.72
ComplLossDCCE_perExp 20.09 20.24 20.74 20.34
CredLoss_perExp 31.74 30.72
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 5.7%
Comp_Trend 3.9%
Max_Profit 17.6%
Min_Profit -9.9%
UW_Profit 5.9%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $32.92
Max_Premium $47.90
CHANGE_AT_MIN 7.8%
CHANGE_AT_MAX 56.8%
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State of California
Department of Insurance (CDI)

VARIANCE - NONE

Completed by:

Date Completed:

Prior Effective Date:
Proposed Effective Date:
Detailed Line Description:
Coverage:

Company:
Line:
CDI File # (Department Use Only):

it Century Insurance Company & 21st Century Casualty Company

Auto Liability and Physical Damage

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/5/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Comprehensive

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 23,748,787 23,748,787
Prem_Earned 23,214,154 23,214,154
Prem_Adj 2.411

Prem_Trend 1.075 3.7%
Misc_Fees 141,369 141,369
Exposures_Earned 283,632 283,632
Losses 24,430,826 24,430,826
DCCE 47,585 47,585
Loss_Devt 1.207

DCCE_Devt 1.207

Loss_Trend 1.470 21.2%
DCCE_Trend 1.470 21.2%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: September 2023 4.7%
ROR_Min -6.0%
ROR_Max 10.7%
Calculations 20214 20224 20234

Prem_Adjusted 60,298,557 60,298,557
Losses_Adjusted 43,324,614 43,324,614
DCCE_Adjusted 84,386 84,386
LossDCCERatio_Adjusted 72.0% 72.0%
TCRLP_perExp 212.59 212.59
LossDCCE_perExp 153.05 153.05
ComplLossDCCE_perExp 152.49 152.49
CredLoss_perExp 153.05 153.05
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 16.9%
Comp_Trend 11.3%
Max_Profit 10.6%
Min_Profit -5.9%
UW_Profit 4.8%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $188.82
Max_Premium $237.54
CHANGE_AT_MIN -11.2%
CHANGE_AT_MAX 11.7%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/5/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: Collision
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 136,230,803 136,230,803
Prem_Earned 133,006,909 133,006,909
Prem_Adj 1.302

Prem_Trend 1.051 2.5%
Misc_Fees 809,980 809,980
Exposures_Earned 277,552 277,552
Losses 89,607,098 89,607,098
DCCE 63,568 63,568
Loss_Devt 1.090

DCCE_Devt 1.090

Loss_Trend 1.170 8.1%
DCCE_Trend 1.170 8.1%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: September 2023 4.7%
ROR_Min -6.0%
ROR_Max 10.7%
Calculations 20214 20224 20234

Prem_Adjusted 182,790,656 182,790,656
Losses_Adjusted 114,232,351 114,232,351
DCCE_Adjusted 81,037 81,037
LossDCCERatio_Adjusted 62.5% 62.5%
TCRLP_perExp 658.58 658.58
LossDCCE_perExp 411.86 411.86
ComplLossDCCE_perExp 440.24 440.24
CredLoss_perExp 411.86 411.86
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 5.5%
Comp_Trend 3.8%
Max_Profit 10.6%
Min_Profit -5.9%
UW_Profit 4.8%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $508.13
Max_Premium $639.24
CHANGE_AT_MIN -22.8%
CHANGE_AT_MAX -2.9%

Page 7 of 9



State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company:
Line:

it Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/5/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: UMPD
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 1,096,328 1,050,353 977,143 3,123,824
Prem_Earned 1,118,749 1,051,388 1,002,736 3,172,873
Prem_Adj 1.150 1.150 1.150

Prem_Trend 1.027 1.020 1.013 0.6%
Misc_Fees 7,432 7,008 6,106 20,546
Exposures_Earned 73,335 68,401 63,738 205,474
Losses 558,761 560,568 528,804 1,648,133
DCCE 406 5,194 2,235 7,835
Loss_Devt 0.993 0.993 1.221

DCCE_Devt 1.221

Loss_Trend 2.326 1.864 1.493 22.1%
DCCE_Trend 2.326 1.864 1.493 22.1%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 48.9%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: September 2023 4.7%
ROR_Min -6.0%
ROR_Max 10.7%
Calculations 20214 20224 20234

Prem_Adjusted 1,328,578 1,239,988 1,173,870 3,742,436
Losses_Adjusted 1,290,345 1,036,998 964,352 3,291,696
DCCE_Adjusted 4,076 4,076
LossDCCERatio_Adjusted 82.5% 88.1%
TCRLP_perExp 18.12 18.13 18.42 18.21
LossDCCE_perExp 15.19 16.04
ComplLossDCCE_perExp 13.33 13.34 13.56 13.41
CredLoss_perExp 14.36 14.69
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 21.4%
Comp_Trend 14.2%
Max_Profit 10.6%
Min_Profit -5.9%
UW_Profit 4.8%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $18.13
Max_Premium $22.81
CHANGE_AT_MIN -0.5%
CHANGE_AT_MAX 25.2%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/5/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: Rental
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 4,409,851 4,409,851
Prem_Earned 4,388,357 4,388,357
Prem_Adj 1.250

Prem_Trend 1.022 1.1%
Misc_Fees 26,724 26,724
Exposures_Earned 97,254 97,254
Losses 2,625,566 2,625,566
DCCE 1,515 1,515
Loss_Devt 1.265

DCCE_Devt 1.265

Loss_Trend 1.196 9.3%
DCCE_Trend 1.196 9.3%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: September 2023 4.7%
ROR_Min -6.0%
ROR_Max 10.7%
Calculations 20214 20224 20234

Prem_Adjusted 5,633,893 5,633,893
Losses_Adjusted 3,972,154 3,972,154
DCCE_Adjusted 2,292 2,292
LossDCCERatio_Adjusted 70.5% 70.5%
TCRLP_perExp 57.93 57.93
LossDCCE_perExp 40.87 40.87
ComplLossDCCE_perExp 39.39 39.39
CredLoss_perExp 40.87 40.87
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 8.2%
Comp_Trend 5.5%
Max_Profit 10.6%
Min_Profit -5.9%
UW_Profit 4.8%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $50.42
Max_Premium $63.43
CHANGE_AT_MIN -13.0%
CHANGE_AT_MAX 9.5%
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21st Century Insurance Company & 21st Century Casualty Company
CDI Filing Reference: 24-496
Rate Indications Comparison

PPA
Coverage Bodily Injury Property Damage UMBI Medical Payments Comprehensive Collision UMPD Rental Overall
Premium Data Pt:
21st Century 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CDI 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CWD 20 pt 16 pt 16 pt 16 pt 20 pt 20 pt 12 pt 20 pt
Loss Data Pt:
21st Century 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CDI 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CWD 20 pt 16 pt 16 pt 16 pt 20 pt 20 pt 12 pt 20 pt
Prem Trend:
21st Century 0.65% 0.67% 0.40% 0.23% 6.20% 5.01% 0.70% 1.75%
CDI 0.65% 0.67% 0.40% 0.23% 6.20% 5.01% 0.70% 1.75%
CWD -0.70% -0.50% -0.60% -0.60% 3.70% 2.50% 0.60% 1.10%
Loss Trend:
21st Century 11.95% 19.52% 9.77% 24.24% 35.57% 33.08% 19.76% 28.35%
Freq Type Reported Closed Reported Reported Closed Closed Closed Closed
Sev Type Paid Paid Paid Paid Paid Paid Paid Paid
CDI 12.25% 20.09% 8.93% 11.64% 33.69% 33.40% 20.44% 31.18%
Freq Type Reported Closed Reported Closed Closed Closed Closed Closed
Sev Type Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials) Paid Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials)
CWD 3.20% 3.60% 6.10% 5.00% 21.20% 8.10% 22.10% 9.30%
Freq Type Reported Closed Reported Reported Closed Closed Closed Closed
Sev Type Paid Paid Paid Paid Paid Paid Paid Paid
Net Trend:
21st Century 11.23% 18.73% 9.34% 23.95% 27.66% 26.73% 18.92% 26.13%
CDI 11.52% 19.30% 8.50% 11.38% 25.89% 27.03% 19.60% 28.92%
CWD 3.93% 4.12% 6.74% 5.63% 16.88% 5.46% 21.37% 8.11%
Loss Devt:
21st Century Incurred - Loss & DCCE Paid - Loss & DCCE Incurred - Loss & DCCE Incurred - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
CDI Actuary Incurred - Loss & DCCE Paid - Loss & DCCE Incurred - Loss & DCCE Incurred - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
CWD Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
CAT Factor:
21st Century 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
CDI 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
CWD 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
Indication:
21st Century
L 47.72% 98.19% 54.26% 154.59% 33.34% 40.22% 27.47% 49.07% 51.09%
Indication
21st Century
32.50% 53.70% 2.70% 90.00% 0.60% 6.00% 0.00% 12.80% 18.37%
Proposed
CDI Indication 48.61% 100.32% 43.80% 85.47% 29.87% 41.12% 20.52% 55.98% 50.20%
CWD Indication 5.40% 51.80% 30.40% 56.80% 11.70% -2.90% 25.20% 9.50% 12.00%
Adji d EP (000s):
21st Century 109,596 66,306 38,314 3,582 63,257 191,740 1,175 5,706 479,675
CDI 109,600 66,309 38,315 3,582 63,282 191,802 1,175 5,707 479,772
CWD 106,774 64,842 37,530 3,522 60,299 182,791 1,174 5,634 462,564

PRIVILEGED & CONFIDENTIAL; FOR SETTLEMENT PURPOSES ONLY




EXHIBIT F



Tuesday, October 22, 2024 at 15:09:42 Pacific Daylight Time

Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants - RRB File Nos. 24-496 & 24-
496-A (Consumer Watchdog's Petition for Hearing)

Date: Tuesday, August 13, 2024 at 4:05:43 PM Pacific Daylight Time
From: Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>

To: Ben Armstrong <ben.a@consumerwatchdog.org>, Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>, Jyotsna Rawal <jyotsna.rawal@farmersinsurance.com>, Ben Powell
<ben@consumerwatchdog.org>, Richard De La Mora <richard.delamora@farmersinsurance.com>, Pam
Pressley <pam@consumerwatchdog.org>, Sean Ke <jiagang.ke@farmersinsurance.com>, Vanessa Jackson
<vanessa.jackson@farmersinsurance.com>, Lindsay Bondy <lindsay.bondy@farmersinsurance.com>, Maura
Popp <maura.popp@farmersinsurance.com>

CC: McKennedy, Nikki <Nikki.McKennedy®@insurance.ca.gov>, Gammell, Adam
<Adam.Gammell@insurance.ca.gov>, Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>, Ahn, Sara
<Sara.Ahn@insurance.ca.gov>

Hi Ben,

CDI has used June 2024. The current version of the Rate Template on SERFF provided by 21°% Century
shows June 2024 on our end, which we now recognize is inconsistent with the PDF. We will need all files
to use the same parameters for a more accurate comparison as you mention. If CWD has used June 2024
then perhaps there is not need to update the charts. However, if CWD has used something else perhaps
you could update your numbers to use June 2024 so that we can recirculate a 3-way chart?

Kind regards,

Jasveet

From: Ben Armstrong <ben.a@consumerwatchdog.org>

Sent: Tuesday, August 13, 2024 2:20 PM

To: Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>; Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>; Ben Powell <ben@consumerwatchdog.org>; Richard De La
Mora <richard.delamora@farmersinsurance.com>; Pam Pressley <pam@consumerwatchdog.org>; Sean
Ke <jiagang.ke@farmersinsurance.com>; Vanessa Jackson <vanessa.jackson@farmersinsurance.com>;
Lindsay Bondy <lindsay.bondy@farmersinsurance.com>; Maura Popp
<maura.popp@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>; Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>; Ahn, Sara <Sara.Ahn@insurance.ca.gov>

Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants - RRB File Nos.
24-496 & 24-496-A (Consumer Watchdog's Petition for Hearing)

Thanks Lisbeth,

Canyou tell me what CDI Parameters date was used in CDI’s analysis? The 7-5-2024 files from 21 st
Century show February 2024 in the Excel version of the Rate Template and May 2024 in the pdf
version. As I’ve mentioned before, these comparisons are not entirely appropriate if all parties are
not using the same CDI Parameters date.
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Thanks,

Ben Armstrong, FCAS, MAAA (he/him)
Staff Actuary

Consumer Watchdog

6330 San Vicente Blvd, Ste. 250

Los Angeles, CA 90048
www.consumerwatchdog.org

m: 402-217-0067

From: Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>

Sent: Tuesday, August 13, 2024 12:00 PM

To: Jyotsna Rawal <jyotsna.rawal@farmersinsurance.com>; Ben Powell <ben@consumerwatchdog.org>;
Richard De La Mora <richard.delamora@farmersinsurance.com>; Pam Pressley
<pam@consumerwatchdog.org>; Ben Armstrong <ben.a@consumerwatchdog.org>; Sean Ke
<jiagang.ke@farmersinsurance.com>; Vanessa Jackson <vanessa.jackson@farmersinsurance.com>;
Lindsay Bondy <lindsay.bondy@farmersinsurance.com>; Maura Popp
<maura.popp@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>; Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>; Ahn, Sara <Sara.Ahn@insurance.ca.gov>

Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants - RRB File Nos.
24-496 & 24-496-A (Consumer Watchdog's Petition for Hearing)

Please find attached, a rate indication comparison for discussion during the three-way call on Thursday.

Lisbeth Landsman-Smith

California Department of Insurance
Legal Division, Rate Enforcement Bureau

Phone: (916) 492-3561

From: Ahn, Sara <Sara.Ahn@insurance.ca.gov>

Sent: Friday, July 26, 2024 12:16 PM

To: Jyotsna Rawal <jyotsna.rawal@farmersinsurance.com>; Ben Powell <ben@consumerwatchdog.org>;
Richard De La Mora <richard.delamora@farmersinsurance.com>; Kaitlyn Gentile
<kaitlyn@consumerwatchdog.org>; Harvey Rosenfield <harvey@consumerwatchdog.org>; Pam Pressley
<pam@consumerwatchdog.org>; Ben Armstrong <ben.a@consumerwatchdog.org>; Sean Ke
<jiagang.ke@farmersinsurance.com>; Vanessa Jackson <vanessa.jackson@farmersinsurance.com>;
Lindsay Bondy <lindsay.bondy@farmersinsurance.com>; Maura Popp
<maura.popp@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>; Gammell, Adam <Adam.Gammell@insurance.ca.gov>; Kuo,
Darjen <Darjen.Kuo@insurance.ca.gov>; Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>

Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants - RRB File Nos.
24-496 & 24-496-A (Consumer Watchdog's Petition for Hearing)
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y.eonsumer
Watchdog

Date: August 14, 2024

To:  All Parties

From: Consumer Watchdog

Re:  Review of 21% Century Insurance Company and 215 Century Casualty Company Private
Passenger Auto Rate Filing; CDI File Nos. 24-496, 24-496-A; SERFF Filing No.
AGMK-134004687; PA-2024-00006
In connection with a possible settlement, we have reviewed the above-captioned filing, as

well as the updates and additional information submitted by 21%' Century Insurance Company

and 21 Century Casualty Company (“21% Century”) in response to Consumer Watchdog’s

Requests for Information, along with other information.

Our analysis, summarized in the enclosed Rate Template, indicates a maximum overall
rate increase of 13.8% for 215 Century.

The differences between our analysis and that of 215 Century are summarized below:

» Loss and Premium Trends — Our trend selections are listed in the table below:

Bodily Injury Rep/Pd 20 pt
Property Damage Cl/Pd 16 pt
UMBI Rep/Pd 16 pt
Medical Payments | Rep/Pd 16 pt
Comprehensive Cl/Pd 20 pt
Collision Cl/Pd 20 pt
UMPD Cl/Pd 12 pt
Rental Cl/Pd 20 pt

» Loss Development — We are using Paid — Loss & DCCE for all coverages.
A brief explanation of the rationale underlying our analysis follows.

Loss and Premium Trends

To evaluate which frequency, severity, and premium trends to select, we analyzed actual
and fitted Net Trends numerically and graphically by coverage for each of the possible loss trend
bases (Closed/Paid, Reported/Paid, Closed/Total Paid, and Reported/Total Paid). 21 Century
states in their response to Consumer Watchdog’s Request for Information #1, “Statistically, for
frequency, a 12-point trend selection is an optimal selection for almost all coverages, except for
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UMBI, which still has 12-point as the second-best selection . . . .” These evaluations of
“optimal” and “second-best” appear to be based on the respective R? values for each coverage’s
frequency trend, shown in the file CA Trend Selection Justification.xlsx provided by 21%
Century. However, R? may not be a useful goodness-of-fit metric in this context, as it only
measures how much of the variation in the dependent variables is explained by the independent
variables. In cases where the dependent variables experience sharp changes, as we see with 21
Century’s frequency and severity data, the modeled trend line may not “fit” very well in terms of
R2, even if it is reasonable over the data period under consideration. From the CAS white paper
Considerations in Estimating Loss Cost Trends by K. Dickmann and J. Merz
(https://tinyurl.com/yatu5b23), “Many consider R?, the coefficient of determination, the most
important statistic for evaluating the goodness-of-fit. The coefficient of determination is the
proportion of the data’s variability over time that is explained by the fitted curve. However, it is
widely agreed that this is not sufficient. The coefficient of determination, by itself, is a poor
measure of goodness-of-fit. To assume that a low R? implies a poor fit is not appropriate. It has
been shown that a low or zero trend, by its nature, has a low R? value. Also, whenever the
random variation is large compared to the underlying trend the R? will not be sufficient to
determine whether the fitted model is appropriate.” Looking beyond the R? values, with
consideration for observed pre-COVID trends and for data distortions in some coverages caused
by an abrupt decrease and subsequent sharp increase in frequency resulting from the pandemic,
we selected the trends listed in the table above. These selections yield an annual Net Trend of
7.3% for all coverages combined.

Loss Development

215 Century offered the following explanation for the use of Incurred rather than Paid
loss development in its response to our Request for Information #3: “[T]he incurred method
includes the best estimate of our claim adjusters’ pick for each claim, while the paid method
doesn’t fully capture the increase in the number of complicated and higher severity claims we
received in recent years that take longer to settle, resulting in an underestimation in paid method
and thus a large difference between the paid and incurred development.” It is important to note
that the “best estimate of our claim adjusters’ pick for each claim” refers to case reserve amounts
determined internally by 21%' Century, whereas the Paid loss data is not subject to the potential
distortion inherent in company-derived reserves. Therefore, we are using Paid loss development
rather than Incurred in our analysis.

Institutional Advertising

In response to Consumer Watchdog’s Requests for Information, 215 Century did not
provide any examples of its non-institutional advertising in order to substantiate its claim that
28.7% of advertising expenses over the last three years have been institutional. As a result,
Consumer Watchdog was unable to determine the appropriate percentage of institutional
advertising to be used for preparing its indications. For the sake of preparing for the Parties’
three-way call on August 15, 2024, however, Consumer Watchdog assumed 21% Century’s
claimed percentage is appropriate when preparing the enclosed indications. Consumer Watchdog
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reserves the right to adjust its analysis in response to further information regarding 21%' Century’s
institutional advertising.
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State of California
Department of Insurance (CDI)

Company:
Line:

t Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

PRIOR APPROVAL RATE TEMPLATE FOR PROPERTY & LIABILITY LINES

SUMMARY
Coverage/Form/Program Latest Year Adjusted | Minimum Permitted Maximum Permitted | Change at Minimum Change at Maximum Proposed %
& & Annual Premium ($) | Earned Premium ($) Earned Premium ($) % % P ?
Bodily Injury 106,626,053 77,851,486 113,670,439 -27.0% 6.6% 6.6%
Property Damage 64,779,974 68,159,122 99,518,682 5.2% 53.6% 53.6%
UMBI 37,479,808 34,419,962 50,256,358 -8.2% 34.1% 34.1%
Medical Payments 3,516,995 3,846,949 5,616,904 9.4% 59.7% 59.7%
Comprehensive 60,754,081 55,749,617 70,275,728 -8.2% 15.7% 15.7%
Collision 183,736,719 143,352,103 180,703,904 -22.0% -1.7% -1.7%
UMPD 1,175,408 1,206,386 1,520,722 2.6% 29.4% 29.4%
Rental 5,646,774 4,995,556 6,297,197 -11.5% 11.5% 11.5%
Combined 463,715,812 | 389,581,180 527,859,935 -16.0% 13.8% 13.8%
Combined Total Earned Exposures for Latest Year: 1,851,169
Average Earned Premium $ per Exposure
Latest Year Earned
Coverage/Form/Program i . i . .
Latest Year Adjusted Minimum Permitted Maximum Permitted Proposed Exposures
Bodily Injury 294.41 214.96 313.86 313.86 362,164
Property Damage 178.76 188.08 274.61 274.61 362,394
UMBI 128.65 115.29 168.34 172.51 291,324
Medical Payments 31.09 33.36 48.71 49.66 113,111
Comprehensive 214.20 196.56 247.77 247.77 283,632
Collision 661.99 516.49 651.06 651.06 277,552
UMPD 18.44 18.72 23.60 23.86 63,738
Rental 58.06 51.37 64.75 64.75 97,254
Combined 250.50 210.45 285.15 285.15 1,851,169
. Latest Year Projected Latest Year Projected
Latest Year Adjusted

Coverage/Form/Program

Annual Premium ($)

Ultimate Loss & DCCE

Ultimate Loss & DCCE

($) Ratio
Bodily Injury 106,626,053 72,666,796 68.2%
Property Damage 64,779,974 63,619,906 98.2%
UMBI 37,479,808 33,455,935 89.3%
Medical Payments 3,516,995 3,626,850 103.1%
Comprehensive 60,754,081 45,192,172 74.4%
Collision 183,736,719 116,205,156 63.2%
UMPD 1,175,408 1,009,875 85.9%
Rental 5,646,774 4,049,535 71.7%
Combined 463,715,812 339,826,226 73.3%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/14/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Coverage: Bodily Injury
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 129,250,836 129,250,836
Prem_Earned 129,872,882 129,872,882
Prem_Adj 0.827

Prem_Trend 0.985 -0.7%
Misc_Fees 790,894 790,894
Exposures_Earned 362,164 362,164
Losses 9,103,135 9,103,135
DCCE 148,594 148,594
Loss_Devt 7.324

DCCE_Devt 7.324

Loss_Trend 1.072 3.6%
DCCE_Trend 1.072 3.6%
CAT_Adj 1.000

Anc_Income 10 10
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 106,626,053 106,626,053
Losses_Adjusted 71,499,678 71,499,678
DCCE_Adjusted 1,167,118 1,167,118
LossDCCERatio_Adjusted 68.2% 68.2%
TCRLP_perExp 294.41 294.41
LossDCCE_perExp 200.65 200.65
ComplLossDCCE_perExp 193.77 193.77
CredLoss_perExp 200.65 200.65
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 4.3%
Comp_Trend 3.0%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $214.96
Max_Premium $313.86
CHANGE_AT_MIN -27.0%
CHANGE_AT_MAX 6.6%

Page 2 of 9




State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/14/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Property Damage

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 90,656,994 90,656,994
Prem_Earned 91,001,442 91,001,442
Prem_Adj 0.713

Prem_Trend 0.990 -0.5%
Misc_Fees 554,177 554,177
Exposures_Earned 362,394 362,394
Losses 34,113,133 34,113,133
DCCE 40,780 40,780
Loss_Devt 1.723

DCCE_Devt 1.723

Loss_Trend 1.081 4.0%
DCCE_Trend 1.081 4.0%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 64,779,974 64,779,974
Losses_Adjusted 63,543,943 63,543,943
DCCE_Adjusted 75,963 75,963
LossDCCERatio_Adjusted 98.2% 98.2%
TCRLP_perExp 178.76 178.76
LossDCCE_perExp 175.55 175.55
ComplLossDCCE_perExp 117.80 117.80
CredLoss_perExp 175.55 175.55
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 4.5%
Comp_Trend 3.1%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $188.08
Max_Premium $274.61
CHANGE_AT_MIN 5.2%
CHANGE_AT_MAX 53.6%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company:
Line:

it Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/14/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Coverage: UMBI
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 31,749,663 30,582,944 30,173,684 92,506,291
Prem_Earned 32,455,448 30,575,765 30,263,293 93,294,506
Prem_Adj 1.250 1.250 1.250

Prem_Trend 0.972 0.979 0.986 -0.7%
Misc_Fees 215,592 203,798 184,296 603,686
Exposures_Earned 320,807 301,865 291,324 913,997
Losses 19,224,086 16,066,009 3,334,328 38,624,423
DCCE 410,654 193,276 31,495 635,426
Loss_Devt 1.187 1.746 8.716

DCCE_Devt 1.187 1.746 8.716

Loss_Trend 1.301 1.218 1.140 6.8%
DCCE_Trend 1.301 1.218 1.140 6.8%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 39,647,691 37,617,326 37,479,808 114,744,825
Losses_Adjusted 29,685,065 34,173,021 33,142,874 97,000,960
DCCE_Adjusted 634,116 411,106 313,061 1,358,283
LossDCCERatio_Adjusted 76.5% 91.9% 89.3% 85.7%
TCRLP_perExp 123.59 124.62 128.65 125.54
LossDCCE_perExp 94.51 114.57 114.84 107.61
ComplLossDCCE_perExp 83.07 83.76 86.47 84.38
CredLoss_perExp 94.51 114.57 114.84 107.61
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 7.6%
Comp_Trend 5.1%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $115.29
Max_Premium $168.34
CHANGE_AT_MIN -8.2%
CHANGE_AT_MAX 34.1%
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State of California
Department of Insurance (CDI)

VARIANCE - NONE

Completed by:

Date Completed:

Prior Effective Date:
Proposed Effective Date:
Detailed Line Description:
Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage
CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA
8/14/2024

1/23/2024

9/30/2024

Private Passenger Auto Liability
Medical Payments

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 7,407,966 6,907,504 6,931,704 21,247,174
Prem_Earned 7,604,136 6,991,756 6,855,729 21,451,620
Prem_Adj 0.514 0.514 0.514

Prem_Trend 0.973 0.979 0.986 -0.7%
Misc_Fees 50,512 46,602 41,750 138,864
Exposures_Earned 127,910 117,503 113,111 358,524
Losses 2,809,437 3,160,779 1,283,990 7,254,206
DCCE 20,999 8,262 3,544 32,805
Loss_Devt 1.017 1.064 2.529

DCCE_Devt 1.017 1.064 2.529

Loss_Trend 1.241 1.176 1.114 5.6%
DCCE_Trend 1.241 1.176 1.114 5.6%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224

Prem_Adjusted 3,851,899 3,566,242 3,516,995 10,935,135
Losses_Adjusted 3,546,190 3,954,581 3,616,868 11,117,639
DCCE_Adjusted 26,506 10,336 9,983 46,825
LossDCCERatio_Adjusted 92.8% 111.2% 103.1% 102.1%
TCRLP_perExp 30.11 30.35 31.09 30.50
LossDCCE_perExp 27.93 33.74 32.06 31.14
ComplLossDCCE_perExp 20.08 20.23 20.73 20.33
CredLoss_perExp 27.93 33.74 32.06 31.14
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 6.3%
Comp_Trend 4.3%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $33.36
Max_Premium $48.71
CHANGE_AT_MIN 9.4%
CHANGE_AT_MAX 59.7%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/14/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Comprehensive

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 23,748,787 23,748,787
Prem_Earned 23,214,154 23,214,154
Prem_Adj 2.411

Prem_Trend 1.083 4.1%
Misc_Fees 141,369 141,369
Exposures_Earned 283,632 283,632
Losses 24,430,826 24,430,826
DCCE 47,585 47,585
Loss_Devt 1.207

DCCE_Devt 1.207

Loss_Trend 1.530 23.7%
DCCE_Trend 1.530 23.7%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 60,754,081 60,754,081
Losses_Adjusted 45,104,320 45,104,320
DCCE_Adjusted 87,852 87,852
LossDCCERatio_Adjusted 74.4% 74.4%
TCRLP_perExp 214.20 214.20
LossDCCE_perExp 159.33 159.33
ComplLossDCCE_perExp 155.14 155.14
CredLoss_perExp 159.33 159.33
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 18.9%
Comp_Trend 12.6%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $196.56
Max_Premium $247.77
CHANGE_AT_MIN -8.2%
CHANGE_AT_MAX 15.7%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/14/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: Collision
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 136,230,803 136,230,803
Prem_Earned 133,006,909 133,006,909
Prem_Adj 1.302

Prem_Trend 1.056 2.8%
Misc_Fees 809,980 809,980
Exposures_Earned 277,552 277,552
Losses 89,607,098 89,607,098
DCCE 63,568 63,568
Loss_Devt 1.090

DCCE_Devt 1.090

Loss_Trend 1.189 9.1%
DCCE_Trend 1.189 9.1%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 183,736,719 183,736,719
Losses_Adjusted 116,122,778 116,122,778
DCCE_Adjusted 82,378 82,378
LossDCCERatio_Adjusted 63.2% 63.2%
TCRLP_perExp 661.99 661.99
LossDCCE_perExp 418.68 418.68
ComplLossDCCE_perExp 443.44 443.44
CredLoss_perExp 418.68 418.68
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 6.1%
Comp_Trend 4.2%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $516.49
Max_Premium $651.06
CHANGE_AT_MIN -22.0%
CHANGE_AT_MAX -1.7%
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State of California
Department of Insurance (CDI)

VARIANCE - NONE

Completed by:

Date Completed:

Prior Effective Date:
Proposed Effective Date:
Detailed Line Description:

Company:
Line:

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

it Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

Ben Armstrong, FCAS, MAAA

8/14/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: UMPD
Data Provided by Filer 20214 20224 Projected
Prem_Written 1,096,328 1,050,353 977,143 3,123,824
Prem_Earned 1,118,749 1,051,388 1,002,736 3,172,873
Prem_Adj 1.150 1.150 1.150

Prem_Trend 1.028 1.021 1.014 0.7%
Misc_Fees 7,432 7,008 6,106 20,546
Exposures_Earned 73,335 68,401 63,738 205,474
Losses 558,761 560,568 528,804 1,648,133
DCCE 406 5,194 2,235 7,835
Loss_Devt 0.993 0.993 1.221

DCCE_Devt 0.993 0.993 1.221

Loss_Trend 2.426 1.943 1.557 24.8%
DCCE_Trend 2.426 1.943 1.557 24.8%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 49.6%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224

Prem_Adjusted 1,330,319 1,241,613 1,175,408 3,747,340
Losses_Adjusted 1,345,569 1,081,380 1,005,625 3,432,574
DCCE_Adjusted 978 10,019 4,250 15,247
LossDCCERatio_Adjusted 101.2% 87.9% 85.9% 92.0%
TCRLP_perExp 18.14 18.15 18.44 18.24
LossDCCE_perExp 18.36 15.96 15.84 16.78
ComplLossDCCE_perExp 13.52 13.53 13.74 13.59
CredLoss_perExp 15.92 14.73 14.79 15.17
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 24.0%
Comp_Trend 15.9%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $18.72
Max_Premium $23.60
CHANGE_AT_MIN 2.6%
CHANGE_AT_MAX 29.4%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/14/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: Rental
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 4,409,851 4,409,851
Prem_Earned 4,388,357 4,388,357
Prem_Adj 1.250

Prem_Trend 1.025 1.2%
Misc_Fees 26,724 26,724
Exposures_Earned 97,254 97,254
Losses 2,625,566 2,625,566
DCCE 1,515 1,515
Loss_Devt 1.265

DCCE_Devt 1.265

Loss_Trend 1.219 10.4%
DCCE_Trend 1.219 10.4%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 5,646,774 5,646,774
Losses_Adjusted 4,047,199 4,047,199
DCCE_Adjusted 2,335 2,335
LossDCCERatio_Adjusted 71.7% 71.7%
TCRLP_perExp 58.06 58.06
LossDCCE_perExp 41.64 41.64
ComplLossDCCE_perExp 39.63 39.63
CredLoss_perExp 41.64 41.64
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 9.1%
Comp_Trend 6.2%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $51.37
Max_Premium $64.75
CHANGE_AT_MIN -11.5%
CHANGE_AT_MAX 11.5%
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EXHIBITH



21st Century Insurance Company & 21st Century Casualty Company
CDI Filing Reference: 24-496
Rate Indications Comparison

PPA
Coverage Bodily Injury Property Damage UMBI Medical Payments Comprehensive Collision UMPD Rental Overall
Premium Data Pt:
21st Century 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CDI 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CWD 20 pt 16 pt 16 pt 16 pt 20 pt 20 pt 12 pt 20 pt
Loss Data Pt:
21st Century 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CDI 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CWD 20 pt 16 pt 16 pt 16 pt 20 pt 20 pt 12 pt 20 pt
Prem Trend:
21st Century 0.70% 0.70% 0.40% 0.20% 6.20% 5.00% 0.70% 1.80%
CDI 0.70% 0.70% 0.40% 0.20% 6.20% 5.00% 0.70% 1.80%
CWD -0.70% -0.50% -0.70% -0.70% 4.10% 2.80% 0.70% 1.20%
Loss Trend:
21st Century 12.00% 19.50% 11.50% 23.80% 35.60% 33.10% 24.00% 28.30%
Freq Type Reported Closed Reported Reported Closed Closed Closed Closed
Sev Type Paid Paid Paid Paid Paid Paid Paid Paid
CDI 12.20% 20.10% 8.90% 11.60% 33.70% 33.40% 20.40% 31.20%
Freq Type Reported Closed Reported Closed Closed Closed Closed Closed
Sev Type Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials) Paid Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials)
CWD 3.60% 4.00% 6.80% 5.60% 23.70% 9.10% 24.80% 10.40%
Freq Type Reported Closed Reported Reported Closed Closed Closed Closed
Sev Type Paid Paid Paid Paid Paid Paid Paid Paid
Net Trend:
21st Century 11.22% 18.67% 11.06% 23.55% 27.68% 26.76% 23.14% 26.03%
CDI 11.42% 19.27% 8.47% 11.38% 25.89% 27.05% 19.56% 28.88%
CWD 4.33% 4.52% 7.55% 6.34% 18.83% 6.13% 23.93% 9.09%
Loss Devt:
21st Century Incurred - Loss & DCCE Paid - Loss & DCCE Incurred - Loss & DCCE Incurred - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
CDI Actuary Incurred - Loss & DCCE Paid - Loss & DCCE Incurred - Loss & DCCE Incurred - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
CWD Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
CAT Factor:
21st Century 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
CDI 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
CWD 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
Indication:
21st Century
L 47.72% 98.19% 54.26% 154.59% 33.34% 40.22% 27.47% 49.07% 51.09%
Indication
21st Century
32.50% 53.70% 2.70% 90.00% 0.60% 6.00% 0.00% 12.80% 18.37%
Proposed
CDI Indication 48.61% 100.32% 43.80% 85.47% 29.87% 41.12% 20.52% 55.98% 50.20%
CWD Indication 6.60% 53.60% 34.10% 59.70% 15.70% -1.70% 29.40% 11.50% 13.80%
Adji d EP (000s):
21st Century 109,596 66,306 38,314 3,582 63,257 191,740 1,175 5,706 479,675
CDI 109,600 66,309 38,315 3,582 63,282 191,802 1,175 5,707 479,772
CWD 106,626 64,780 37,480 3,517 60,754 183,737 1,175 5,647 463,716

PRIVILEGED & CONFIDENTIAL; FOR SETTLEMENT PURPOSES ONLY




EXHIBIT I



Tuesday, October 15, 2024 at 12:05:11 Pacific Daylight Time

Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants - RRB File Nos. 24-
496 & 24-496-A (Consumer Watchdog's Petition for Hearing)

Date: Monday, August 19, 2024 at 4:08:58 PM Pacific Daylight Time

From: Sean Ke <jiagang.ke@farmersinsurance.com>

To: Ahn, Sara <Sara.Ahn@insurance.ca.gov>, Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>,
Jyotsna Rawal <jyotsna.rawal@farmersinsurance.com>, Ben Powell <ben@consumerwatchdog.org>,
Richard De La Mora <richard.delamora@farmersinsurance.com>, Pam Pressley
<pam@consumerwatchdog.org>, Ben Armstrong <ben.a@consumerwatchdog.org>, Vanessa Jackson
<vanessa.jackson@farmersinsurance.com>, Lindsay Bondy <lindsay.bondy@farmersinsurance.com>,
Maura Popp <maura.popp@farmersinsurance.com>, Thanh Mai <t.mai@farmersinsurance.com>

CC: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>, Gammell, Adam

<Adam.Gammell@insurance.ca.gov>, Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>, Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>

Attachments: image003.png, CWD_BI_triangle update.xlsx

Hi Ben,

Thank you for meeting with us on Thursday, August 15th. As discussed, attached is the additional
support for Bl ultimate selection, and | copied the summary table below. Evaluation date 2022 Q4 is
based on previous filing (SERFF# AGMK-133603720), 2023 Q4 is based on current intervened filing, and
2024 Q2 is based on additional data from reserving team (details in attached spreadsheet).

It is very clear that incurred development method results in a more stable and accurate prediction of
ultimate losses for each AY, whereas paid development has been underestimated and has been catching
up with the incurred method each additional evaluation date, for the reasons previously stated in
communications to CWD.

BI
Evaluation Date
AY Ult Loss and DCC 2022 Q4* 2023 Q4 2024 Q2
2021 Paid Dev 60,911,215 67,447,803 68,072,574
Incurred Dev 66,755,093 68,714,720 68,385,812
2022 Paid Dev 64,129,411 71,507,067 73,179,289
Incurred Dev 75,099,078 75,320,899 76,579,285
2023 Paid Dev NA 67,763,195 74,154,708
Incurred Dev NA 82,600,549 81,094,813

In addition, we had not taken any rate increase since 2018, even with the surged inflation, until January
2024. Even in the January 2024 rate change we took a rate decrease of 17.3% for Bl. We have a serious
rate inadequacy in Bl and therefore hope to be able to charge the right rate level for it. Happy to jump
into a call to discuss further if needed.

Lastly, the question raised by CDI has been addressed through objection responses on SERFF.

Thanks,
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Sean

Confidential

From: Ahn, Sara <Sara.Ahn@insurance.ca.gov>

Sent: Wednesday, August 14, 2024 2:33 PM

To: Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>; Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>; Ben Powell <ben@consumerwatchdog.org>; Richard De La
Mora <richard.delamora@farmersinsurance.com>; Pam Pressley <pam@consumerwatchdog.org>; Ben
Armstrong <ben.a@consumerwatchdog.org>; Sean Ke <jiagang.ke@farmersinsurance.com>; Vanessa
Jackson <vanessa.jackson@farmersinsurance.com>; Lindsay Bondy
<lindsay.bondy@farmersinsurance.com>; Maura Popp <maura.popp@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>; Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>

Subject: [EXTERNAL] RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants -
RRB File Nos. 24-496 & 24-496-A (Consumer Watchdog's Petition for Hearing)

Good afternoon,
Please find attached the updated rate indication comparison for tomorrow’s three-way call.
Thank you.

Sara Ahn

California Department of Insurance

Legal Division, Rate Enforcement Bureau

(213) 346-6635

Sara.Ahn@insurance.ca.gov

CONFIDENTIALITY NOTICE: This communication may contain confidential and/or legally
privileged information. It is solely for the use of the intended recipient(s). Unauthorized
interception, review, use or disclosure is prohibited and may violate applicable laws
including the Electronic Communications Privacy Act. If you are not the intended
recipient, please contact the sender and destroy all copies of the communication.

From: Landsman, Lisbeth <Lisbeth.Landsman®@insurance.ca.gov>

Sent: Tuesday, August 13, 2024 10:00 AM

To: Jyotsna Rawal <jyotsna.rawal@farmersinsurance.com>; Ben Powell <ben@consumerwatchdog.org>;
Richard De La Mora <richard.delamora@farmersinsurance.com>; Pam Pressley
<pam@consumerwatchdog.org>; Ben Armstrong <ben.a@consumerwatchdog.org>; Sean Ke
<jiagang.ke@farmersinsurance.com>; Vanessa Jackson <vanessa.jackson@farmersinsurance.com>;
Lindsay Bondy <lindsay.bondy@farmersinsurance.com>; Maura Popp
<maura.popp@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>; Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>; Ahn, Sara <Sara.Ahn@insurance.ca.gov>

Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants - RRB File Nos.
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y.eonsumer
Watchdog

Date: August 27,2024
To:  All Parties
From: Consumer Watchdog

Re:  Review of 21 Century Insurance Company and 21 Century Casualty Company Private
Passenger Auto Rate Filing; CDI File Nos. 24-496, 24-496-A; SERFF Filing No.
AGMK-134004687, PA-2024-00006

In connection with a possible settlement, we have reviewed the above-captioned filing, as
well as the updates and additional information submitted by 21%' Century Insurance Company
and 21% Century Casualty Company (“21% Century”) in response to Consumer Watchdog’s
Requests for Information, along with other information, including including the additional BI
loss data provided on August 19 in response to Consumer Watchdog’s rate analysis, as discussed
on the three-way call held with Consumer Watchdog and the CDI on August 15, 2024.

After reviewing and taking into account that additional BI loss data and making some
additional adjustments, we have revised our analysis for purposes of attempting to reach a
settlement, as summarized in the enclosed Rate Template and explained further below. Our
revised analysis moves our indication from 13.8% to a maximum overall rate increase of 14.3%
for 215 Century, which we are proposing as a compromise settlement offer between our original
indication and 21% Century’s proposed 18.37% rate increase.

The differences between our analysis and that of 21%* Century are summarized below:

» Loss and Premium Trends — Our trend selections are listed in the table below:

Bodily Injury Rep/Pd 20 pt
Property Damage Cl/Pd 16 pt
UMBI Rep/Pd 16 pt
Medical Payments | Rep/Pd 16 pt
Comprehensive Cl/Pd 20 pt
Collision Cl/Pd 20 pt
UMPD Cl/Pd 12 pt
Rental Cl/Pd 20 pt

» Loss Development — We are using Paid — Loss & DCCE for all coverages except Bodily
Injury, where we are using 5-year weighted average Incurred Loss & DCCE development
factors.

A brief explanation of the rationale underlying our analysis follows.
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Loss and Premium Trends

To evaluate which frequency, severity, and premium trends to select, we analyzed actual
and fitted Net Trends numerically and graphically by coverage for each of the possible loss trend
bases (Closed/Paid, Reported/Paid, Closed/Total Paid, and Reported/Total Paid). 21% Century
states in its response to Consumer Watchdog’s Request for Information #1, “Statistically, for
frequency, a 12-point trend selection is an optimal selection for almost all coverages, except for
UMBI, which still has 12-point as the second-best selection . . . .” These evaluations of
“optimal” and “second-best” appear to be based on the respective R? values for each coverage’s
frequency trend, shown in the file CA Trend Selection Justification.xlsx provided by 21%
Century. However, R? may not be a useful goodness-of-fit metric in this context, as it only
measures how much of the variation in the dependent variables is explained by the independent
variables. In cases where the dependent variables experience sharp changes, as we see with 21
Century’s frequency and severity data, the modeled trend line may not “fit” very well in terms of
R2, even if it is reasonable over the data period under consideration. From the CAS white paper
Considerations in Estimating Loss Cost Trends by K. Dickmann and J. Merz, “Many consider
R2, the coefficient of determination, the most important statistic for evaluating the goodness-of-
fit. The coefficient of determination is the proportion of the data’s variability over time that is
explained by the fitted curve. However, it is widely agreed that this is not sufficient. The
coefficient of determination, by itself, is a poor measure of goodness-of-fit. To assume that a low
R? implies a poor fit is not appropriate. It has been shown that a low or zero trend, by its nature,
has a low R? value. Also, whenever the random variation is large compared to the underlying
trend the R? will not be sufficient to determine whether the fitted model is appropriate.”
(https://tinyurl.com/yatu5b23). Looking beyond the R? values, with consideration for observed
pre-COVID trends and for data distortions in some coverages caused by an abrupt decrease and
subsequent sharp increase in frequency resulting from the pandemic, we selected the trends listed
in the table above. These selections yield an annual Net Trend of 7.3% for all coverages
combined.

Loss Development

215 Century offered the following explanation for the use of incurred rather than paid
loss development in its response to our Request for Information #3: “[T]he incurred method
includes the best estimate of our claim adjusters’ pick for each claim, while the paid method
doesn’t fully capture the increase in the number of complicated and higher severity claims we
received in recent years that take longer to settle, resulting in an underestimation in paid method
and thus a large difference between the paid and incurred development.” It is important to note
that the “best estimate of our claim adjusters’ pick for each claim” refers to case reserve amounts
determined internally by 21%' Century, whereas the paid loss data is not subject to the potential
distortion inherent in company-derived reserves. Therefore, we are using paid loss development
rather than incurred in our analysis for all coverages except Bodily Injury (“BI”).

For BI, 21 Century’s Actuary Sean Ke pointed out during the aforementioned call and in
the follow-up information he circulated on August 19 that the paid development method has
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tended to understate ultimate Loss & DCCE amounts for the 2021, 2022, and 2023 accident
years, based on data evaluated at 2024 Q2.

Looking at the triangle of incurred loss & DCCE development factors from Exhibit 7 of
the current filing, it is notable that the age-to-age factors along the latest diagonal are higher than
average for many of the ages, and for 12-24 months, the most recent two points are considerably
higher than average. This has the effect of inflating the three-year weighted average incurred
development factors, resulting in overstated ultimate loss & DCCE amounts. In an effort to
switch to the incurred development method while tempering the effect of these inflated
development factors, Consumer Watchdog is using five-year weighted average incurred loss &
DCCE development factors for BI.

Consumer Watchdog analyzed 215 Century’s BI data evaluated at 2024 Q2 along with
that from the current and prior filings, for accident years going back to 2014. As minimal
development is expected for accident years 2014-2017, we focused on the years 2018-2023. For
the majority of those accident years, ultimate loss & DCCE amounts derived using the five-year
average factors are closer to those from the 2024 Q2 evaluation, compared to the ultimates using
three-year average factors from the current filing.

For three other coverages (UMBI, Comprehensive, and UMPD), 215 Century’s proposed
rate changes are well below all three parties’ indications. In order to move toward resolution of
this matter by switching to the incurred development method for BI, Consumer Watchdog is also
selecting 21 Century’s proposed rate changes for these three coverages.

The resulting overall rate increase of 14.3% represents a compromise position between
Consumer Watchdog’s original indication and 21%* Century’s proposed 18.37% increase.

Institutional Advertising

In response to Consumer Watchdog’s Requests for Information, 215 Century did not
provide any examples of its non-institutional advertising in order to substantiate its claim that
28.7% of advertising expenses over the last three years have been institutional. As a result,
Consumer Watchdog was unable to determine the appropriate percentage of institutional
advertising to be used for preparing its indications. For the sake of preparing for the Parties’
three-way call on August 15, 2024, however, Consumer Watchdog assumed 21% Century’s
claimed percentage is appropriate when preparing the enclosed indications. Consumer Watchdog
reserves the right to adjust its analysis in response to further information regarding 21%' Century’s
institutional advertising.
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State of California
Department of Insurance (CDI)

Company:
Line:

t Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

PRIOR APPROVAL RATE TEMPLATE FOR PROPERTY & LIABILITY LINES

SUMMARY
Coverage/Form/Program Latest Year Adjusted | Minimum Permitted Maximum Permitted | Change at Minimum Change at Maximum Proposed %
& & Annual Premium ($) | Earned Premium ($) Earned Premium ($) % % P ?
Bodily Injury 106,626,053 93,819,734 136,985,573 -12.0% 28.5% 28.5%
Property Damage 64,779,974 68,159,122 99,518,682 5.2% 53.6% 53.6%
UMBI 37,479,808 34,419,962 50,256,358 -8.2% 34.1% 2.7%
Medical Payments 3,516,995 3,846,949 5,616,904 9.4% 59.7% 59.7%
Comprehensive 60,754,081 55,749,617 70,275,728 -8.2% 15.7% 0.6%
Collision 183,736,719 143,352,103 180,703,904 -22.0% -1.7% -1.7%
UMPD 1,175,408 1,206,386 1,520,722 2.6% 29.4% 0.0%
Rental 5,646,774 4,995,556 6,297,197 -11.5% 11.5% 11.5%
Combined 463,715,812 | 405,549,428 551,175,069 -12.5% 18.9% 14.3%
Combined Total Earned Exposures for Latest Year: 1,851,169
Average Earned Premium $ per Exposure
Latest Year Earned
Coverage/Form/Program i . i . .
Latest Year Adjusted Minimum Permitted Maximum Permitted Proposed Exposures
Bodily Injury 294.41 259.05 378.24 378.24 362,164
Property Damage 178.76 188.08 274.61 274.61 362,394
UMBI 128.65 115.29 168.34 132.13 291,324
Medical Payments 31.09 33.36 48.71 49.66 113,111
Comprehensive 214.20 196.56 247.77 215.49 283,632
Collision 661.99 516.49 651.06 651.06 277,552
UMPD 18.44 18.72 23.60 18.44 63,738
Rental 58.06 51.37 64.75 64.75 97,254
Combined 250.50 219.08 297.74 286.26 1,851,169
. Latest Year Projected Latest Year Projected
Latest Year Adjusted

Coverage/Form/Program

Annual Premium ($)

Ultimate Loss & DCCE

Ultimate Loss & DCCE

($) Ratio
Bodily Injury 106,626,053 87,571,602 82.1%
Property Damage 64,779,974 63,619,906 98.2%
UMBI 37,479,808 33,455,935 89.3%
Medical Payments 3,516,995 3,626,850 103.1%
Comprehensive 60,754,081 45,192,172 74.4%
Collision 183,736,719 116,205,156 63.2%
UMPD 1,175,408 1,009,875 85.9%
Rental 5,646,774 4,049,535 71.7%
Combined 463,715,812 354,731,032 76.5%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/27/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Coverage: Bodily Injury
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 129,250,836 129,250,836
Prem_Earned 129,872,882 129,872,882
Prem_Adj 0.827

Prem_Trend 0.985 -0.7%
Misc_Fees 790,894 790,894
Exposures_Earned 362,164 362,164
Losses 34,542,589 34,542,589
DCCE 148,594 148,594
Loss_Devt 2.354

DCCE_Devt 2.354

Loss_Trend 1.072 3.6%
DCCE_Trend 1.072 3.6%
CAT_Adj 1.000

Anc_Income 10 10
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 106,626,053 106,626,053
Losses_Adjusted 87,196,503 87,196,503
DCCE_Adjusted 375,099 375,099
LossDCCERatio_Adjusted 82.1% 82.1%
TCRLP_perExp 294.41 294.41
LossDCCE_perExp 241.80 241.80
ComplLossDCCE_perExp 193.77 193.77
CredLoss_perExp 241.80 241.80
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 4.3%
Comp_Trend 3.0%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $259.05
Max_Premium $378.24
CHANGE_AT_MIN -12.0%
CHANGE_AT_MAX 28.5%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/27/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Property Damage

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 90,656,994 90,656,994
Prem_Earned 91,001,442 91,001,442
Prem_Adj 0.713

Prem_Trend 0.990 -0.5%
Misc_Fees 554,177 554,177
Exposures_Earned 362,394 362,394
Losses 34,113,133 34,113,133
DCCE 40,780 40,780
Loss_Devt 1.723

DCCE_Devt 1.723

Loss_Trend 1.081 4.0%
DCCE_Trend 1.081 4.0%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 64,779,974 64,779,974
Losses_Adjusted 63,543,943 63,543,943
DCCE_Adjusted 75,963 75,963
LossDCCERatio_Adjusted 98.2% 98.2%
TCRLP_perExp 178.76 178.76
LossDCCE_perExp 175.55 175.55
ComplLossDCCE_perExp 117.80 117.80
CredLoss_perExp 175.55 175.55
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 4.5%
Comp_Trend 3.1%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $188.08
Max_Premium $274.61
CHANGE_AT_MIN 5.2%
CHANGE_AT_MAX 53.6%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company:
Line:

it Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/27/2024
1/23/2024
9/30/2024

Private Passenger Auto Liability

Coverage: UMBI
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 31,749,663 30,582,944 30,173,684 92,506,291
Prem_Earned 32,455,448 30,575,765 30,263,293 93,294,506
Prem_Adj 1.250 1.250 1.250

Prem_Trend 0.972 0.979 0.986 -0.7%
Misc_Fees 215,592 203,798 184,296 603,686
Exposures_Earned 320,807 301,865 291,324 913,997
Losses 19,224,086 16,066,009 3,334,328 38,624,423
DCCE 410,654 193,276 31,495 635,426
Loss_Devt 1.187 1.746 8.716

DCCE_Devt 1.187 1.746 8.716

Loss_Trend 1.301 1.218 1.140 6.8%
DCCE_Trend 1.301 1.218 1.140 6.8%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 39,647,691 37,617,326 37,479,808 114,744,825
Losses_Adjusted 29,685,065 34,173,021 33,142,874 97,000,960
DCCE_Adjusted 634,116 411,106 313,061 1,358,283
LossDCCERatio_Adjusted 76.5% 91.9% 89.3% 85.7%
TCRLP_perExp 123.59 124.62 128.65 125.54
LossDCCE_perExp 94.51 114.57 114.84 107.61
ComplLossDCCE_perExp 83.07 83.76 86.47 84.38
CredLoss_perExp 94.51 114.57 114.84 107.61
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 7.6%
Comp_Trend 5.1%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $115.29
Max_Premium $168.34
CHANGE_AT_MIN -8.2%
CHANGE_AT_MAX 34.1%
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State of California
Department of Insurance (CDI)

VARIANCE - NONE

Completed by:

Date Completed:

Prior Effective Date:
Proposed Effective Date:
Detailed Line Description:
Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage
CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA
8/27/2024

1/23/2024

9/30/2024

Private Passenger Auto Liability
Medical Payments

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 7,407,966 6,907,504 6,931,704 21,247,174
Prem_Earned 7,604,136 6,991,756 6,855,729 21,451,620
Prem_Adj 0.514 0.514 0.514

Prem_Trend 0.973 0.979 0.986 -0.7%
Misc_Fees 50,512 46,602 41,750 138,864
Exposures_Earned 127,910 117,503 113,111 358,524
Losses 2,809,437 3,160,779 1,283,990 7,254,206
DCCE 20,999 8,262 3,544 32,805
Loss_Devt 1.017 1.064 2.529

DCCE_Devt 1.017 1.064 2.529

Loss_Trend 1.241 1.176 1.114 5.6%
DCCE_Trend 1.241 1.176 1.114 5.6%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224

Prem_Adjusted 3,851,899 3,566,242 3,516,995 10,935,135
Losses_Adjusted 3,546,190 3,954,581 3,616,868 11,117,639
DCCE_Adjusted 26,506 10,336 9,983 46,825
LossDCCERatio_Adjusted 92.8% 111.2% 103.1% 102.1%
TCRLP_perExp 30.11 30.35 31.09 30.50
LossDCCE_perExp 27.93 33.74 32.06 31.14
ComplLossDCCE_perExp 20.08 20.23 20.73 20.33
CredLoss_perExp 27.93 33.74 32.06 31.14
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 6.3%
Comp_Trend 4.3%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $33.36
Max_Premium $48.71
CHANGE_AT_MIN 9.4%
CHANGE_AT_MAX 59.7%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/27/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Comprehensive

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 23,748,787 23,748,787
Prem_Earned 23,214,154 23,214,154
Prem_Adj 2.411

Prem_Trend 1.083 4.1%
Misc_Fees 141,369 141,369
Exposures_Earned 283,632 283,632
Losses 24,430,826 24,430,826
DCCE 47,585 47,585
Loss_Devt 1.207

DCCE_Devt 1.207

Loss_Trend 1.530 23.7%
DCCE_Trend 1.530 23.7%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 60,754,081 60,754,081
Losses_Adjusted 45,104,320 45,104,320
DCCE_Adjusted 87,852 87,852
LossDCCERatio_Adjusted 74.4% 74.4%
TCRLP_perExp 214.20 214.20
LossDCCE_perExp 159.33 159.33
ComplLossDCCE_perExp 155.14 155.14
CredLoss_perExp 159.33 159.33
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 18.9%
Comp_Trend 12.6%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $196.56
Max_Premium $247.77
CHANGE_AT_MIN -8.2%
CHANGE_AT_MAX 15.7%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/27/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: Collision
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 136,230,803 136,230,803
Prem_Earned 133,006,909 133,006,909
Prem_Adj 1.302

Prem_Trend 1.056 2.8%
Misc_Fees 809,980 809,980
Exposures_Earned 277,552 277,552
Losses 89,607,098 89,607,098
DCCE 63,568 63,568
Loss_Devt 1.090

DCCE_Devt 1.090

Loss_Trend 1.189 9.1%
DCCE_Trend 1.189 9.1%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 183,736,719 183,736,719
Losses_Adjusted 116,122,778 116,122,778
DCCE_Adjusted 82,378 82,378
LossDCCERatio_Adjusted 63.2% 63.2%
TCRLP_perExp 661.99 661.99
LossDCCE_perExp 418.68 418.68
ComplLossDCCE_perExp 443.44 443.44
CredLoss_perExp 418.68 418.68
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 6.1%
Comp_Trend 4.2%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $516.49
Max_Premium $651.06
CHANGE_AT_MIN -22.0%
CHANGE_AT_MAX -1.7%
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State of California
Department of Insurance (CDI)

VARIANCE - NONE

Completed by:

Date Completed:

Prior Effective Date:
Proposed Effective Date:
Detailed Line Description:

Company:
Line:

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

it Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

Ben Armstrong, FCAS, MAAA

8/27/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: UMPD
Data Provided by Filer 20214 20224 Projected
Prem_Written 1,096,328 1,050,353 977,143 3,123,824
Prem_Earned 1,118,749 1,051,388 1,002,736 3,172,873
Prem_Adj 1.150 1.150 1.150

Prem_Trend 1.028 1.021 1.014 0.7%
Misc_Fees 7,432 7,008 6,106 20,546
Exposures_Earned 73,335 68,401 63,738 205,474
Losses 558,761 560,568 528,804 1,648,133
DCCE 406 5,194 2,235 7,835
Loss_Devt 0.993 0.993 1.221

DCCE_Devt 0.993 0.993 1.221

Loss_Trend 2.426 1.943 1.557 24.8%
DCCE_Trend 2.426 1.943 1.557 24.8%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 49.6%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224

Prem_Adjusted 1,330,319 1,241,613 1,175,408 3,747,340
Losses_Adjusted 1,345,569 1,081,380 1,005,625 3,432,574
DCCE_Adjusted 978 10,019 4,250 15,247
LossDCCERatio_Adjusted 101.2% 87.9% 85.9% 92.0%
TCRLP_perExp 18.14 18.15 18.44 18.24
LossDCCE_perExp 18.36 15.96 15.84 16.78
ComplLossDCCE_perExp 13.52 13.53 13.74 13.59
CredLoss_perExp 15.92 14.73 14.79 15.17
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 24.0%
Comp_Trend 15.9%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $18.72
Max_Premium $23.60
CHANGE_AT_MIN 2.6%
CHANGE_AT_MAX 29.4%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

8/27/2024
1/23/2024
9/30/2024

Private Passenger Auto Physical Damage

Coverage: Rental
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 4,409,851 4,409,851
Prem_Earned 4,388,357 4,388,357
Prem_Adj 1.250

Prem_Trend 1.025 1.2%
Misc_Fees 26,724 26,724
Exposures_Earned 97,254 97,254
Losses 2,625,566 2,625,566
DCCE 1,515 1,515
Loss_Devt 1.265

DCCE_Devt 1.265

Loss_Trend 1.219 10.4%
DCCE_Trend 1.219 10.4%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 5,646,774 5,646,774
Losses_Adjusted 4,047,199 4,047,199
DCCE_Adjusted 2,335 2,335
LossDCCERatio_Adjusted 71.7% 71.7%
TCRLP_perExp 58.06 58.06
LossDCCE_perExp 41.64 41.64
ComplLossDCCE_perExp 39.63 39.63
CredLoss_perExp 41.64 41.64
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 9.1%
Comp_Trend 6.2%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $51.37
Max_Premium $64.75
CHANGE_AT_MIN -11.5%
CHANGE_AT_MAX 11.5%
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EXHIBIT K



21st Century Insurance Company & 21st Century Casualty Company
CDI Filing Reference: 24-496
Rate Indications Comparison

PPA
Coverage Bodily Injury Property Damage UMBI Medical Payments Comprehensive Collision UMPD Rental Overall
Premium Data Pt:
21st Century 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CDI 20 pt 12 pt 12 pt 12 pt 12 pt 16 pt 12 pt 12 pt
CWD 20 pt 16 pt 16 pt 16 pt 20 pt 20 pt 12 pt 20 pt
Loss Data Pt:
21st Century 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt 12 pt
CDI 20 pt 12 pt 12 pt 12 pt 12 pt 16 pt 12 pt 12 pt
CWD 20 pt 16 pt 16 pt 16 pt 20 pt 20 pt 12 pt 20 pt
Prem Trend:
21st Century 0.70% 0.70% 0.40% 0.20% 6.20% 5.00% 0.70% 1.80%
CDI 0.70% 0.70% 0.40% 0.20% 6.20% 5.00% 0.70% 1.80%
CwD -0.70% -0.50% -0.70% -0.70% 4.10% 2.80% 0.70% 1.20%
Loss Trend:
21st Century 12.00% 19.50% 11.50% 23.80% 35.60% 33.10% 24.00% 28.30%
Freq Type Reported Closed Reported Reported Closed Closed Closed Closed
Sev Type Paid Paid Paid Paid Paid Paid Paid Paid
CDI 12.20% 20.10% 8.90% 11.60% 33.70% 33.40% 20.40% 31.20%
Freq Type Reported Closed Reported Closed Closed Closed Closed Closed
Sev Type Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials) Paid Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials) Total Paid (w/Partials)
CcwD 3.60% 4.00% 6.80% 5.60% 23.70% 9.10% 24.80% 10.40%
Freq Type Reported Closed Reported Reported Closed Closed Closed Closed
Sev Type Paid Paid Paid Paid Paid Paid Paid Paid
Net Trend:
21st Century 11.22% 18.67% 11.06% 23.55% 27.68% 26.76% 23.14% 26.03%
CDI 11.42% 19.27% 8.47% 11.38% 25.89% 27.05% 19.56% 28.88%
CwD 4.33% 4.52% 7.55% 6.34% 18.83% 6.13% 23.93% 9.09%
Loss Devt:
21st Century Incurred - Loss & DCCE Paid - Loss & DCCE Incurred - Loss & DCCE Incurred - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
CDI Actuary Incurred - Loss & DCCE Paid - Loss & DCCE Incurred - Loss & DCCE Incurred - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
cwp feurred s Loss & ADVCgCE ® Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE Paid - Loss & DCCE
CAT Factor:
21st Century 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
CDI 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
CWD 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
Indication:
21st Century
- 47.72% 98.19% 54.26% 154.59% 33.34% 40.22% 27.47% 49.07% 51.09%
Indication
21st Century
32.50% 53.70% 2.70% 90.00% 0.60% 6.00% 0.00% 12.80% 18.37%
Proposed
CDI Indication 30.83% 100.32% 43.80% 85.47% 29.87% 13.85% 20.52% 55.98% 35.53%
CWD Indication 28.50% 53.60% 34.10% 59.70% 15.70% -1.70% 29.40% 11.50% 18.90%
Adjusted EP (000s):
21st Century 109,596 66,306 38,314 3,582 63,257 191,740 1,175 5,706 479,675
CDI 106,621 66,309 38,315 3,582 63,282 185,984 1,175 5,707 470,974
CwD 106,626 64,780 37,480 3,517 60,754 183,737 1,175 5,647 463,716

PRIVILEGED & CONFIDENTIAL; FOR SETTLEMENT PURPOSES ONLY




EXHIBIT L



Tuesday, October 15, 2024 at 12:14:16 Pacific Daylight Time

Subject: Re: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants - RRB File Nos. 24-496
& 24-496-A (Consumer Watchdog's Petition for Hearing)

Date: Friday, September 13, 2024 at 9:33:03 AM Pacific Daylight Time

From: Pam Pressley <pam@consumerwatchdog.org>

To: Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>, Ben Armstrong <ben.a@consumerwatchdog.org>,

Ahn, Sara <Sara.Ahn@insurance.ca.gov>, Ben Powell <ben@consumerwatchdog.org>, Sean Ke
<jiagang.ke@farmersinsurance.com>, Landsman, Lisbeth <Lisbeth.Landsman®@insurance.ca.gov>,
Jyotsna Rawal <jyotsna.rawal@farmersinsurance.com>, Richard De La Mora
<richard.delamora@farmersinsurance.com>, Vanessa Jackson
<vanessa.jackson@farmersinsurance.com>, Lindsay Bondy <lindsay.bondy@farmersinsurance.com>,
Maura Popp <maura.popp@farmersinsurance.com>, Thanh Mai <t.mai@farmersinsurance.com>

CC: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>, Gammell, Adam
<Adam.Gammell@insurance.ca.gov>, Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>

Attachments: image001.png

Jasveet,

Let's put the chart aside and focus on where we are in the settlement discussions. If you want,
you can replace the numbers in the chart with our prior indication. Rather than simply choose a
number between our original indication and 18.37% as a compromise settlement offer, Ben A
gave a rationale for why we are willing to move from our original indication to 14.3% as a
compromise settlement offer. The last "proposed" column provides the changes by coverage that
we are willing to agree to, which comprise the 14.3%. We are happy to get on another 3-way call
to discuss and potentially resolve this matter.

From: Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>

Sent: Friday, September 13, 2024 9:11 AM

To: Ben Armstrong <ben.a@consumerwatchdog.org>; Ahn, Sara
<Sara.Ahn@insurance.ca.gov>; Ben Powell <ben@consumerwatchdog.org>; Sean Ke
<jiagang.ke @farmersinsurance.com>; Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>; Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>; Richard De La Mora
<richard.delamora@farmersinsurance.com>; Pam Pressley
<pam@consumerwatchdog.org>; Vanessa Jackson
<vanessa.jackson@farmersinsurance.com>; Lindsay Bondy

<lindsay.bondy @farmersinsurance.com>; Maura Popp
<maura.popp@farmersinsurance.com>; Thanh Mai <t.mai@farmersinsurance.com>
Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo @insurance.ca.gov>
Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co.,
Applicants - RRB File Nos. 24-496 & 24-496-A (Consumer Watchdog's Petition for
Hearing)

Hi Ben,

Thank you for your quick response. CDI needs clarity on Consumer Watchdog’s indications to
be able to more accurately update the 3-way charts.

Unfortunately, we cannot change to the “Proposed” as the “Proposed” will not line up with the
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assumptions in the 3-way chart which is misleading. We also cannot add a line for “Proposed”
as proposed settlement figures are discussed outside of the 3-way charts and are not typically
added to the 3-way charts. The purpose of the 3-way charts is to show each party's
assumptions and indications which form a basis for negotiation for proposals from each party. If
18.9% is not your indication, please provide a Rate Template with your assumptions and
indications so that we can correctly update the charts and these can then form the basis for
proposals from each party.

| hope this helps to clarify but please let me know if you have any questions or comments.
Many thanks,

Jasveet

From: Ben Armstrong <ben.a@consumerwatchdog.org>

Sent: Friday, September 13, 2024 6:09 AM

To: Ahn, Sara <Sara.Ahn@insurance.ca.gov>; Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>; Ben Powell <ben@consumerwatchdog.org>; Sean Ke
<jiagang.ke @farmersinsurance.com>; Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>; Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>; Richard De La Mora
<richard.delamora@farmersinsurance.com>; Pam Pressley <pam@consumerwatchdog.org>;
Vanessa Jackson <vanessa.jackson@farmersinsurance.com>; Lindsay Bondy
<lindsay.bondy @farmersinsurance.com>; Maura Popp <maura.popp@farmersinsurance.com=>;
Thanh Mai <t.mai@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>
Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants -
RRB File Nos. 24-496 & 24-496-A (Consumer Watchdog's Petition for Hearing)

Thanks Sarah,

The values in this chart for Consumer Watchdog refer to the “Change at Maximum” column from
the Summary page of the Rate Template (page 4 of the pdf we circulated on 8/27). While those
values do represent our indicated maximum change, the cover letter we sent specifies the
following: “For three other coverages (UMBI, Comprehensive, and UMPD), 21st Century’s proposed
rate changes are well below all three parties’ indications. In order to move toward resolution of this
matter by switching to the incurred development method for Bl, Consumer Watchdog is also
selecting 21st Century’s proposed rate changes for these three coverages. The resulting overall rate
increase of 14.3% represents a compromise position between Consumer Watchdog’s original
indication and 21st Century’s proposed 18.37% increase.”

Please either replace the values in your chart for Consumer Watchdog with those from the
“Proposed” column of the Rate Template, or add a row to your chart with these values, labeled
“CWD Proposed”. Again, we are proposing to agree to 14.3% as a compromise between our original
indication and 18.37%, using 21 st Century’s proposed changes for UMBI, Comprehensive, and
UMPD, and a modified calculation for Bl. We are not proposing the 18.9% overall indication
currently shown for CWD in your chart.

Thanks,
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Ben Armstrong, FCAS, MAAA (he/him)
Staff Actuary

Consumer Watchdog

6330 San Vicente Blvd, Ste. 250

Los Angeles, CA 90048
www.consumerwatchdog.org

m: 402-217-0067

From: Ahn, Sara <Sara.Ahn@insurance.ca.gov>

Sent: Thursday, September 12, 2024 4:56 PM

To: Ben Armstrong <ben.a@consumerwatchdog.org>; Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>; Ben Powell <ben@consumerwatchdog.org>; Sean Ke
<jiagang.ke @farmersinsurance.com>; Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>; Jyotsna Rawal

<jyotsna.rawal @farmersinsurance.com>; Richard De La Mora
<richard.delamora@farmersinsurance.com>; Pam Pressley <pam@consumerwatchdog.org>;
Vanessa Jackson <vanessa.jackson @farmersinsurance.com>; Lindsay Bondy
<lindsay.bondy @farmersinsurance.com>; Maura Popp <maura.popp@farmersinsurance.com:;
Thanh Mai <t.mai@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>
Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants -
RRB File Nos. 24-496 & 24-496-A (Consumer Watchdog's Petition for Hearing)

Good afternoon everyone,

Attached is the updated 3-way comparison chart. Please review and respond if any corrections
need to be made.

Sara Ahn

California Department of Insurance

Legal Division, Rate Enforcement Bureau

(213) 346-6635

Sara.Ahn@insurance.ca.gov

CONFIDENTIALITY NOTICE: This communication may contain confidential and/or legally
privileged information. It is solely for the use of the intended recipient(s). Unauthorized
interception, review, use or disclosure is prohibited and may violate applicable laws
including the Electronic Communications Privacy Act. If you are not the intended
recipient, please contact the sender and destroy all copies of the communication.

From: Ben Armstrong <ben.a@consumerwatchdog.org>

Sent: Thursday, September 12, 2024 7:16 AM

To: Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>; Ben Powell
<ben@consumerwatchdog.org>; Sean Ke <jiagang.ke @farmersinsurance.com>; Ahn, Sara
<Sara.Ahn@insurance.ca.gov>; Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>;
Jyotsna Rawal <jyotsna.rawal@farmersinsurance.com>; Richard De La Mora
<richard.delamora@farmersinsurance.com>; Pam Pressley <pam@consumerwatchdog.org>;
Vanessa Jackson <vanessa.jackson @farmersinsurance.com>; Lindsay Bondy
<lindsay.bondy @farmersinsurance.com>; Maura Popp <maura.popp@farmersinsurance.com>;
Thanh Mai <t.mai@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>; Gammell, Adam
<Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>
Subject: RE: Rate Applications of 21st Century IC & 21st Century Casualty Co., Applicants -
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EXHIBIT M



Tuesday, October 15, 2024 at 12:19:01 Pacific Daylight Time

Subject: Re: Rate Applications of 21st Century - RRB File Nos. 24-496 & 24-496-A (Consumer Watchdog's
Petition for Hearing): Confidential Settlement Communication

Date: Wednesday, September 18, 2024 at 2:50:58 PM Pacific Daylight Time

From: Ben Powell <ben@consumerwatchdog.org>

To: Richard De La Mora <richard.delamora@farmersinsurance.com>, Lisbeth Landsman-Smith

<Lisbeth.Landsman@insurance.ca.gov>, Pam Pressley <pam@consumerwatchdog.org>,
Sara.Ahn@insurance.ca.gov <Sara.Ahn@insurance.ca.gov>, Maura Popp
<maura.popp@farmersinsurance.com>, Lindsay Bondy <lindsay.bondy@farmersinsurance.com>,
McKennedy, Nikki <Nikki.McKennedy®@insurance.ca.gov>

Attachments: logo.jpeg, lock.gif

Hello all,

Responding to the encrypted message below, Consumer Watchdog would prefer to keep the call on
calendar for either of the two proposed dates next week (I don’t believe a time was actually
confirmed) so that we can talk through our previous settlement proposal with the Parties.

Thank you,

Ben Powell
Staff Attorney
Consumer Watchdog

From: Richard De La Mora <richard.delamora@farmersinsurance.com>

Date: Wednesday, September 18, 2024 at 10:25 AM

To: Lisbeth Landsman-Smith <Lisbeth.Landsman@insurance.ca.gov>, Pam Pressley
<pam@consumerwatchdog.org>, Sara.Ahn@insurance.ca.gov
<Sara.Ahn@insurance.ca.gov>, Ben Powell <ben@consumerwatchdog.org>, Maura Popp
<maura.popp@farmersinsurance.com>, Lindsay Bondy
<lindsay.bondy@farmersinsurance.com>, McKennedy, Nikki
<Nikki.McKennedy@insurance.ca.gov>

Subject: RE: Rate Applications of 21st Century - RRB File Nos. 24-496 & 24-496-A
(Consumer Watchdog's Petition for Hearing): Confidential Settlement Communication

£ S

FARMERS

INSURANCE

ENGLISH
An encrypted email has been sent from an entity that is part of the
Farmers Insurance Group®, which includes the following
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brands:Foremost®, Bristol West®, Farmers Life®, 21st Century®,
Toggle® and Farmers®

Click here by 2024-09-25 17:19 UTC to read your
message.

The attachment will be accessible for 90 days from the
date of message received.

More Info

Disclaimer:

ENGLISH

This email and its content are confidential and intended solely for the use of the addressee.
Please notify the sender if you have received this email in error or simply delete it.
ESPANOL

Este correo electronico y su contenido son confidenciales y estan destinados exclusivamente
para el uso del destinatario. Notifique al remitente si ha recibido este correo electronico por
error o simplemente borrelo

Secured by Proofpoint Encryption, Copyright © 2009-2024 Proofpoint, Inc. All rights
reserved.
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Tuesday, October 15, 2024 at 12:23:23 Pacific Daylight Time

Subject: RE: Confirmed: 3-way call re Rate Applications of 21st Century IC & 21st Century RRB File Nos. 24-496 & 24-

496-A
Date: Monday, September 23, 2024 at 12:32:17 PM Pacific Daylight Time
From: Sean Ke <jiagang.ke@farmersinsurance.com>
To: Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>, Uppal, Jasveet

<Jasveet.Uppal@insurance.ca.gov>, Gammell, Adam <Adam.Gammell@insurance.ca.gov>, Kuo, Darjen
<Darjen.Kuo@insurance.ca.gov>, Ahn, Sara <Sara.Ahn@insurance.ca.gov>, Pam Pressley
<pam@consumerwatchdog.org>, Ben Armstrong <ben.a@consumerwatchdog.org>, Ben Powell
<ben@consumerwatchdog.org>, Richard De La Mora <richard.delamora@farmersinsurance.com>, Vanessa
Jackson <vanessa.jackson@farmersinsurance.com>, Lindsay Bondy
<lindsay.bondy@farmersinsurance.com>, Maura Popp <maura.popp@farmersinsurance.com>, Thanh Mai
<t.mai@farmersinsurance.com>

CC: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>

Thanks everyone for the meeting!

As discussed, our new effective day will be 11/18/2024, and to make that happen, we will settle on the
total rate increase by end of the week:

1. Ben will rework on the analysis for a counter offer (again, appreciate your prompt response!)

2. Isit possible for CDI to also send us the min and max indication by coverage so that once we get a

settlement on the total rate increase, 21°% can finalize the rate increase by coverage as well to
ensure we are within the range as | believe that is the last step?

Thanks,
Sean

Proprietary

From: Landsman, Lisbeth <Lisbeth..andsman@insurance.ca.gov>

Sent: Wednesday, September 18, 2024 3:24 PM

To: Landsman, Lisbeth; Uppal, Jasveet; Gammell, Adam; Kuo, Darjen; Ahn, Sara; Pam
Pressley; Ben Armstrong; Ben Powell; Sean Ke; Richard De La Mora; Vanessa Jackson; Lindsay
Bondy; Maura Popp; Thanh Mai

Cc: McKennedy, Nikki

Subject: Confirmed: 3-way call re Rate Applications of 21st Century IC & 21st Century RRB
File Nos. 24-496 & 24-496-A

When: Monday, September 23, 2024 12:00 PM-1:00 PM (UTC-08:00) Pacific Time (US &
Canada).

Where: Microsoft Teams Meeting

Microsoft Teams need heip?
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y.eonsumer
Watchdog

Date: September 24, 2024
To:  All Parties
From: Consumer Watchdog

Re:  Review of 21 Century Insurance Company and 21 Century Casualty Company Private
Passenger Auto Rate Filing; CDI File Nos. 24-496, 24-496-A; SERFF Filing No.
AGMK-134004687; PA-2024-00006

In connection with a possible settlement, we have reviewed the above-captioned filing, as
well as the updates and additional information submitted by 21%' Century Insurance Company
and 215 Century Casualty Company (together, “21% Century”) in response to Consumer
Watchdog’s Requests for Information, along with other information, including 21% Century’s
follow-ups to the three-way call held with Consumer Watchdog and the CDI on August 15,
2024.

Our revised analysis, summarized in the enclosed Rate Template, indicates a maximum
overall rate increase of 15.9% for 215 Century. This analysis uses the agreed-upon 11/18/2024
effective date, changes the trend selection for Comprehensive from 20-point closed/paid to 24-
point closed/paid, changes the trend selection for UMBI from 16-point reported/paid to 20-point
closed/paid, and moves to 5-year weighted average development factors for all coverages.

The differences between our analysis and that of 21%* Century are summarized below:

» Loss and Premium Trends — Our trend selections are listed in the table below:

Bodily Injury Rep/Pd 20 pt
Property Damage Cl/Pd 16 pt
UMBI Cl/Pd 20 pt
Medical Payments | Rep/Pd 16 pt
Comprehensive Cl/Pd 24 pt
Collision Cl/Pd 20 pt
UMPD Cl/Pd 12 pt
Rental Cl/Pd 20 pt

» Loss Development — We are using 5-year weighted average Loss & DCCE development
factors for all coverages. We are using the Paid development method for all coverages
except Bodily Injury, where we are using the Incurred development method.

A brief explanation of the rationale underlying our analysis follows.

Preliminary, Draft, For Discussion / Settlement Purposes Only



In the Matter of 21 Century Auto, PA-2024-00006
September 24, 2024
Page 2 of 3

Loss and Premium Trends

To evaluate which frequency, severity, and premium trends to select, we analyzed actual
and fitted Net Trends numerically and graphically by coverage for each of the possible loss trend
bases (Closed/Paid, Reported/Paid, Closed/Total Paid, and Reported/Total Paid). 21% Century
states in their response to Consumer Watchdog’s Request for Information #1, “Statistically, for
frequency, a 12-point trend selection is an optimal selection for almost all coverages, except for
UMBI, which still has 12-point as the second-best selection . . . .” These evaluations of
“optimal” and “second-best” appear to be based on the respective R? values for each coverage’s
frequency trend, shown in the file CA Trend Selection Justification.xlsx provided by 21%
Century. However, R? may not be a useful goodness-of-fit metric in this context, as it only
measures how much of the variation in the dependent variables is explained by the independent
variables. In cases where the dependent variables experience sharp changes, as we see with 21
Century’s frequency and severity data, the modeled trend line may not “fit” very well in terms of
R2, even if it is reasonable over the data period under consideration. From the CAS white paper
Considerations in Estimating Loss Cost Trends by K. Dickmann and J. Merz, “Many consider
R2, the coefficient of determination, the most important statistic for evaluating the goodness-of-
fit. The coefficient of determination is the proportion of the data's variability over time that is
explained by the fitted curve. However, it is widely agreed that this is not sufficient. The
coefficient of determination, by itself, is a poor measure of goodness-of-fit. To assume that a low
R? implies a poor fit is not appropriate. It has been shown that a low or zero trend, by its nature,
has a low R? value. Also, whenever the random variation is large compared to the underlying
trend the R? will not be sufficient to determine whether the fitted model is appropriate.”
(https://tinyurl.com/yatu5b23). Looking beyond the R? values, with consideration for observed
pre-COVID trends and for data distortions in some coverages caused by an abrupt decrease and
subsequent sharp increase in frequency resulting from the pandemic, we selected the trends listed
in the table above. These selections yield an annual Net Trend of 6.6% for all coverages
combined.

Loss Development

215 Century offered the following explanation for the use of incurred rather than paid
loss development in their response to our Request for Information #3: “[T]he incurred method
includes the best estimate of our claim adjusters’ pick for each claim, while the paid method
doesn’t fully capture the increase in the number of complicated and higher severity claims we
received in recent years that take longer to settle, resulting in an underestimation in paid method
and thus a large difference between the paid and incurred development.” It is important to note
that the “best estimate of our claim adjusters’ pick for each claim” refers to case reserve amounts
determined internally by 21%' Century, whereas the paid loss data is not subject to the potential
distortion inherent in company-derived reserves. Therefore, we are using paid loss development
rather than incurred in our analysis for all coverages except Bodily Injury (BI). For BI, 21*
Century’s actuary Sean Ke pointed out during the aforementioned call and in the follow-up
information he circulated that the paid development method has tended to understate ultimate
Loss & DCCE amounts for the 2021, 2022, and 2023 accident years, based on data evaluated at
2024 Q2.
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In the Matter of 21 Century Auto, PA-2024-00006
September 24, 2024
Page 3 of 3

Looking at the triangle of incurred loss & DCCE development factors from Exhibit 7 of
the current filing, it is notable that the age-to-age factors along the latest diagonal are higher than
average for many of the ages, and for 12—24 months, the most recent two points are considerably
higher than average. This has the effect of inflating the 3-year weighted average incurred
development factors, resulting in overstated ultimate loss & DCCE amounts. In an effort to
switch to the incurred development method while tempering the effect of these inflated
development factors, Consumer Watchdog is using 5-year weighted average incurred loss &
DCCE development factors for BI.

Consumer Watchdog analyzed 215 Century’s BI data evaluated at 2024 Q2 along with
that from the current and prior filings, for accident years going back to 2014. As minimal
development is expected for accident years 2014-2017, we focused on the years 2018-2023. For
the majority of those accident years, ultimate loss & DCCE amounts derived using the 5-year
average factors are closer to those from the 2024 Q2 evaluation, compared to the ultimates using
3-year average factors from the current filing.

Further, to avoid similar distortions in the 3-year weighted average development factors
for other coverages due to anomalous data points in the most recent periods, and to preserve
consistency with the development factors used for BI, we are using 5-year weighted average
development factors for all other coverages.

Institutional Advertising

In response to Consumer Watchdog’s Requests for Information, 215 Century did not
provide any examples of its non-institutional advertising in order to substantiate its claim that
28.7% of advertising expenses over the last three years have been institutional. As a result,
Consumer Watchdog was unable to determine the appropriate percentage of institutional
advertising to be used for preparing its indications. For the sake of preparing for the Parties’
three-way call on August 15, 2024, however, Consumer Watchdog assumed 21% Century’s
claimed percentage was appropriate when preparing the enclosed indications. Consumer
Watchdog reserves the right to adjust its analysis in response to further information regarding
215 Century’s institutional advertising.

Preliminary, Draft, For Discussion / Settlement Purposes Only



State of California
Department of Insurance (CDI)

Company:
Line:

t Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

PRIOR APPROVAL RATE TEMPLATE FOR PROPERTY & LIABILITY LINES

SUMMARY
Coverage/Form/Program Latest Year Adjusted | Minimum Permitted Maximum Permitted | Change at Minimum Change at Maximum Proposed %
& & Annual Premium ($) | Earned Premium ($) Earned Premium ($) % % P ?
Bodily Injury 106,516,240 94,283,061 137,662,073 -11.5% 29.2% 29.2%
Property Damage 64,733,814 64,181,751 93,711,349 -0.9% 44.8% 44.8%
UMBI 37,019,934 33,742,713 49,267,512 -8.9% 33.1% 33.1%
Medical Payments 3,513,593 3,824,362 5,583,926 8.8% 58.9% 58.9%
Comprehensive 60,970,987 51,956,623 65,494,432 -14.8% 7.4% 7.4%
Collision 184,444,704 141,366,651 178,201,122 -23.4% -3.4% -3.4%
UMPD 1,176,556 1,242,698 1,566,495 5.6% 33.1% 33.1%
Rental 5,656,389 4,958,640 6,250,663 -12.3% 10.5% 10.5%
Combined 464,032,216 | 395,556,499 537,737,572 -14.8% 15.9% 15.9%
Combined Total Earned Exposures for Latest Year: 1,851,169
Average Earned Premium $ per Exposure
Latest Year Earned
Coverage/Form/Program i . i . .
Latest Year Adjusted Minimum Permitted Maximum Permitted Proposed Exposures
Bodily Injury 294.11 260.33 380.11 380.11 362,164
Property Damage 178.63 177.10 258.59 258.59 362,394
UMBI 127.07 112.42 164.14 169.12 291,324
Medical Payments 31.06 33.17 48.43 49.37 113,111
Comprehensive 214.97 183.18 230.91 230.91 283,632
Collision 664.54 509.33 642.05 642.05 277,552
UMPD 18.46 19.28 24.31 24.58 63,738
Rental 58.16 50.99 64.27 64.27 97,254
Combined 250.67 213.68 290.49 290.49 1,851,169
. Latest Year Projected Latest Year Projected
Latest Year Adjusted

Coverage/Form/Program

Annual Premium ($)

Ultimate Loss & DCCE

Ultimate Loss & DCCE

($) Ratio
Bodily Injury 106,516,240 88,004,072 82.6%
Property Damage 64,733,814 59,907,418 92.5%
UMBI 37,019,934 33,650,566 90.9%
Medical Payments 3,513,593 3,431,904 97.7%
Comprehensive 60,970,987 42,117,467 69.1%
Collision 184,444,704 114,595,694 62.1%
UMPD 1,176,556 1,002,627 85.2%
Rental 5,656,389 4,019,610 71.1%
Combined 464,032,216 346,729,356 74.7%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

9/23/2024
1/23/2024
11/18/2024

Private Passenger Auto Liability

Coverage: Bodily Injury
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 129,250,836 129,250,836
Prem_Earned 129,872,882 129,872,882
Prem_Adj 0.827

Prem_Trend 0.984 -0.8%
Misc_Fees 790,894 790,894
Exposures_Earned 362,164 362,164
Losses 34,542,589 34,542,589
DCCE 148,594 148,594
Loss_Devt 2.354

DCCE_Devt 2.354

Loss_Trend 1.078 3.8%
DCCE_Trend 1.078 3.8%
CAT_Adj 1.000

Anc_Income 10 10
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 106,516,240 106,516,240
Losses_Adjusted 87,627,120 87,627,120
DCCE_Adjusted 376,951 376,951
LossDCCERatio_Adjusted 82.6% 82.6%
TCRLP_perExp 294.11 294.11
LossDCCE_perExp 243.00 243.00
ComplLossDCCE_perExp 195.15 195.15
CredLoss_perExp 243.00 243.00
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 4.6%
Comp_Trend 3.8%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $260.33
Max_Premium $380.11
CHANGE_AT_MIN -11.5%
CHANGE_AT_MAX 29.2%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

9/23/2024
1/23/2024
11/18/2024

Private Passenger Auto Liability

Property Damage

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 90,656,994 90,656,994
Prem_Earned 91,001,442 91,001,442
Prem_Adj 0.713

Prem_Trend 0.989 -0.5%
Misc_Fees 554,177 554,177
Exposures_Earned 362,394 362,394
Losses 34,113,133 34,113,133
DCCE 40,780 40,780
Loss_Devt 1.613

DCCE_Devt 1.613

Loss_Trend 1.087 4.3%
DCCE_Trend 1.087 4.3%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 64,733,814 64,733,814
Losses_Adjusted 59,835,888 59,835,888
DCCE_Adjusted 71,530 71,530
LossDCCERatio_Adjusted 92.5% 92.5%
TCRLP_perExp 178.63 178.63
LossDCCE_perExp 165.31 165.31
ComplLossDCCE_perExp 118.72 118.72
CredLoss_perExp 165.31 165.31
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 4.9%
Comp_Trend 4.0%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $177.10
Max_Premium $258.59
CHANGE_AT_MIN -0.9%
CHANGE_AT_MAX 44.8%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company:
Line:

it Century Insurance Company & 21st Century Casualty Company
Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

9/23/2024
1/23/2024
11/18/2024

Private Passenger Auto Liability

Coverage: UMBI
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 31,749,663 30,582,944 30,173,684 92,506,291
Prem_Earned 32,455,448 30,575,765 30,263,293 93,294,506
Prem_Adj 1.250 1.250 1.250

Prem_Trend 0.950 0.962 0.974 -1.3%
Misc_Fees 215,592 203,798 184,296 603,686
Exposures_Earned 320,807 301,865 291,324 913,997
Losses 19,224,086 16,066,009 3,334,328 38,624,423
DCCE 410,654 193,276 31,495 635,426
Loss_Devt 1.229 1.844 9.197

DCCE_Devt 1.229 1.844 9.197

Loss_Trend 1.175 1.130 1.087 4.3%
DCCE_Trend 1.175 1.130 1.087 4.3%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 38,748,173 36,959,403 37,019,934 112,727,511
Losses_Adjusted 27,769,030 33,489,787 33,335,684 94,594,501
DCCE_Adjusted 593,187 402,887 314,882 1,310,955
LossDCCERatio_Adjusted 73.2% 91.7% 90.9% 85.1%
TCRLP_perExp 120.78 122.44 127.07 123.33
LossDCCE_perExp 88.41 112.28 115.51 104.93
ComplLossDCCE_perExp 80.79 81.90 85.00 82.50
CredLoss_perExp 88.41 112.28 115.51 104.93
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 5.7%
Comp_Trend 4.6%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $112.42
Max_Premium $164.14
CHANGE_AT_MIN -8.9%
CHANGE_AT_MAX 33.1%
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State of California
Department of Insurance (CDI)

VARIANCE - NONE

Completed by:

Date Completed:

Prior Effective Date:
Proposed Effective Date:
Detailed Line Description:
Coverage:

Company:
Line:

it Century Insurance Company & 21st Century Casualty Company

Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

9/23/2024
1/23/2024
11/18/2024

Private Passenger Auto Liability

Medical Payments

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 7,407,966 6,907,504 6,931,704 21,247,174
Prem_Earned 7,604,136 6,991,756 6,855,729 21,451,620
Prem_Adj 0.514 0.514 0.514

Prem_Trend 0.972 0.978 0.985 -0.7%
Misc_Fees 50,512 46,602 41,750 138,864
Exposures_Earned 127,910 117,503 113,111 358,524
Losses 2,809,437 3,160,779 1,283,990 7,254,206
DCCE 20,999 8,262 3,544 32,805
Loss_Devt 1.018 1.082 2.375

DCCE_Devt 1.018 1.082 2.375

Loss_Trend 1.251 1.185 1.123 6.0%
DCCE_Trend 1.251 1.185 1.123 6.0%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 29.9%
LevFact_Final Data as of: 2022 0.77
PremTaxRate 2.4%
SurplusRatio 1.30
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 1.16
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 3,848,178 3,562,797 3,513,593 10,924,569
Losses_Adjusted 3,576,177 4,053,518 3,422,458 11,052,152
DCCE_Adjusted 26,730 10,595 9,446 46,771
LossDCCERatio_Adjusted 93.6% 114.1% 97.7% 101.6%
TCRLP_perExp 30.09 30.32 31.06 30.47
LossDCCE_perExp 28.17 34.59 30.34 30.96
ComplLossDCCE_perExp 20.29 20.45 20.95 20.55
CredLoss_perExp 28.17 34.59 30.34 30.96
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 5.8%
Invinc_Variable 8.0%
Net_AnnualTrend 6.7%
Comp_Trend 5.5%
Max_Profit 17.9%
Min_Profit -9.9%
UW_Profit 6.1%
Min_Denom 0.88
Max_Denom 0.60
Min_Premium $33.17
Max_Premium $48.43
CHANGE_AT_MIN 8.8%
CHANGE_AT_MAX 58.9%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Coverage:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

9/23/2024
1/23/2024
11/18/2024

Private Passenger Auto Physical Damage

Comprehensive

Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 23,748,787 23,748,787
Prem_Earned 23,214,154 23,214,154
Prem_Adj 2.411

Prem_Trend 1.087 4.3%
Misc_Fees 141,369 141,369
Exposures_Earned 283,632 283,632
Losses 24,430,826 24,430,826
DCCE 47,585 47,585
Loss_Devt 1.184

DCCE_Devt 1.184

Loss_Trend 1.454 20.6%
DCCE_Trend 1.454 20.6%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 60,970,987 60,970,987
Losses_Adjusted 42,035,592 42,035,592
DCCE_Adjusted 81,875 81,875
LossDCCERatio_Adjusted 69.1% 69.1%
TCRLP_perExp 214.97 214.97
LossDCCE_perExp 148.49 148.49
ComplLossDCCE_perExp 155.79 155.79
CredLoss_perExp 148.49 148.49
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 15.7%
Comp_Trend 12.7%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $183.18
Max_Premium $230.91
CHANGE_AT_MIN -14.8%
CHANGE_AT_MAX 7.4%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

9/23/2024
1/23/2024
11/18/2024

Private Passenger Auto Physical Damage

Coverage: Collision
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 136,230,803 136,230,803
Prem_Earned 133,006,909 133,006,909
Prem_Adj 1.302

Prem_Trend 1.060 3.0%
Misc_Fees 809,980 809,980
Exposures_Earned 277,552 277,552
Losses 89,607,098 89,607,098
DCCE 63,568 63,568
Loss_Devt 1.061

DCCE_Devt 1.061

Loss_Trend 1.204 9.7%
DCCE_Trend 1.204 9.7%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 184,444,704 184,444,704
Losses_Adjusted 114,514,457 114,514,457
DCCE_Adjusted 81,237 81,237
LossDCCERatio_Adjusted 62.1% 62.1%
TCRLP_perExp 664.54 664.54
LossDCCE_perExp 412.88 412.88
ComplLossDCCE_perExp 450.26 450.26
CredLoss_perExp 412.88 412.88
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 6.6%
Comp_Trend 5.4%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $509.33
Max_Premium $642.05
CHANGE_AT_MIN -23.4%
CHANGE_AT_MAX -3.4%
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State of California
Department of Insurance (CDI)

VARIANCE - NONE

Completed by:

Company:
Line:

it Century Insurance Company & 21st Century Casualty Company

Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

Date Completed: 9/23/2024
Prior Effective Date: 1/23/2024
Proposed Effective Date: 11/18/2024
Detailed Line Description: Private Passenger Auto Physical Damage
Coverage: UMPD
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 1,096,328 1,050,353 977,143 3,123,824
Prem_Earned 1,118,749 1,051,388 1,002,736 3,172,873
Prem_Adj 1.150 1.150 1.150

Prem_Trend 1.029 1.022 1.015 0.7%
Misc_Fees 7,432 7,008 6,106 20,546
Exposures_Earned 73,335 68,401 63,738 205,474
Losses 558,761 560,568 528,804 1,648,133
DCCE 406 5,194 2,235 7,835
Loss_Devt 0.993 0.989 1.175

DCCE_Devt 0.993 0.989 1.175

Loss_Trend 2.503 2.005 1.606 26.8%
DCCE_Trend 2.503 2.005 1.606 26.8%
CAT_Adj 1.000 1.000 1.000

Anc_Income 0 0 0 0
Credibility 49.6%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 1,331,618 1,242,824 1,176,556 3,750,998
Losses_Adjusted 1,389,058 1,111,648 998,407 3,499,113
DCCE_Adjusted 1,010 10,299 4,220 15,529
LossDCCERatio_Adjusted 104.4% 90.3% 85.2% 93.7%
TCRLP_perExp 18.16 18.17 18.46 18.26
LossDCCE_perExp 18.95 16.40 15.73 17.11
ComplLossDCCE_perExp 14.10 14.11 14.34 14.18
CredLoss_perExp 16.51 15.25 15.03 15.63
Anc_Inc_perExp 0.00 0.00 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 25.8%
Comp_Trend 20.8%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $19.28
Max_Premium $24.31
CHANGE_AT_MIN 5.6%
CHANGE_AT_MAX 33.1%
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State of California

Department of Insurance (CDI)

VARIANCE - NONE

Completed by:
Date Completed:
Prior Effective Date:

Proposed Effective Date:
Detailed Line Description:

Company: it Century Insurance Company & 21st Century Casualty Company
Line: Auto Liability and Physical Damage

CDI File # (Department Use Only):

RATE CHANGE CALCULATION

Ben Armstrong, FCAS, MAAA

9/23/2024
1/23/2024
11/18/2024

Private Passenger Auto Physical Damage

Coverage: Rental
Data Provided by Filer 20214 20224 20234 Projected
Prem_Written 4,409,851 4,409,851
Prem_Earned 4,388,357 4,388,357
Prem_Adj 1.250

Prem_Trend 1.026 1.3%
Misc_Fees 26,724 26,724
Exposures_Earned 97,254 97,254
Losses 2,625,566 2,625,566
DCCE 1,515 1,515
Loss_Devt 1.238

DCCE_Devt 1.238

Loss_Trend 1.236 11.2%
DCCE_Trend 1.236 11.2%
CAT_Adj 1.000

Anc_Income 0 0
Credibility 100.0%
ExpRatio_Excluded 0.3%
FIT_Inv 19.2%
Yield 4.9%
CDI Parameters

FIT_UW 21.0%
EffStd_Final Data as of: 2021 30.7%
LevFact_Final Data as of: 2022 1.28
PremTaxRate 2.4%
SurplusRatio 0.78
ResRatio_UPR Data as of: 2022 0.32
ResRatio_Loss Data as of: 2022 0.10
ROR_RiskFree Data as of: June 2024 4.9%
ROR_Min -6.0%
ROR_Max 10.9%
Calculations 20214 20224 20234

Prem_Adjusted 5,656,389 5,656,389
Losses_Adjusted 4,017,292 4,017,292
DCCE_Adjusted 2,318 2,318
LossDCCERatio_Adjusted 71.1% 71.1%
TCRLP_perExp 58.16 58.16
LossDCCE_perExp 41.33 41.33
ComplLossDCCE_perExp 40.37 40.37
CredLoss_perExp 41.33 41.33
Anc_Inc_perExp 0.00 0.00
Invinc_Fixed 0.5%
Invinc_Variable 5.5%
Net_AnnualTrend 9.7%
Comp_Trend 7.9%
Max_Profit 10.7%
Min_Profit -5.9%
UW_Profit 5.0%
Min_Denom 0.81
Max_Denom 0.64
Min_Premium $50.99
Max_Premium $64.27
CHANGE_AT_MIN -12.3%
CHANGE_AT_MAX 10.5%
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EXHIBIT P



Tuesday, October 15, 2024 at 12:27:29 Pacific Daylight Time

Subject: RE: Confirmed: 3-way call re Rate Applications of 21st Century IC & 21st Century RRB File Nos. 24-496 & 24-

496-A
Date: Tuesday, September 24, 2024 at 2:06:51 PM Pacific Daylight Time
From: Sean Ke <jiagang.ke@farmersinsurance.com>
To: Ben Powell <ben@consumerwatchdog.org>, Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>,

Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>, Gammell, Adam <Adam.Gammell@insurance.ca.gov>,
Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>, Ahn, Sara <Sara.Ahn@insurance.ca.gov>, Pam Pressley
<pam@consumerwatchdog.org>, Ben Armstrong <ben.a@consumerwatchdog.org>, Richard De La Mora
<richard.delamora@farmersinsurance.com>, Vanessa Jackson <vanessa.jackson@farmersinsurance.com>,
Lindsay Bondy <lindsay.bondy@farmersinsurance.com>, Maura Popp
<maura.popp@farmersinsurance.com>, Thanh Mai <t.mai@farmersinsurance.com>, Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>

CC: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>
Hi Ben,
Thank you so much for your prompt response!

After discussion with my colleagues, we decided to take your counteroffer of 15.9% total rate
increase.

We will submit a new proposed rate by coverage to CDI as our next step to ensure the new total results
in 15.9% while rate for each coverage is also within the range of CDI’s indication.

Again, appreciate everyone for the joint efforts of settling down this rate filing quickly.

Thanks,
Sean

Proprietary

From: Ben Powell <ben@consumerwatchdog.org>

Sent: Tuesday, September 24, 2024 1:08 PM

To: Sean Ke <jiagang.ke@farmersinsurance.com>; Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>; Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>; Gammell,
Adam <Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>; Ahn, Sara
<Sara.Ahn@insurance.ca.gov>; Pam Pressley <pam@consumerwatchdog.org>; Ben Armstrong
<ben.a@consumerwatchdog.org>; Richard De La Mora <richard.delamora@farmersinsurance.com>;
Vanessa Jackson <vanessa.jackson@farmersinsurance.com>; Lindsay Bondy
<lindsay.bondy@farmersinsurance.com>; Maura Popp <maura.popp@farmersinsurance.com>; Thanh
Mai <t.mai@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>

Subject: [EXTERNAL] Re: Confirmed: 3-way call re Rate Applications of 21st Century IC & 21st Century
RRB File Nos. 24-496 & 24-496-A

Hi all,
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EXHIBIT Q



Tuesday, October 15, 2024 at 12:28:44 Pacific Daylight Time

Subject: RE: Confirmed: 3-way call re Rate Applications of 21st Century IC & 21st Century RRB File Nos. 24-496 & 24-

496-A
Date: Thursday, September 26, 2024 at 9:47:38 AM Pacific Daylight Time
From: Sean Ke <jiagang.ke@farmersinsurance.com>
To: Ben Powell <ben@consumerwatchdog.org>, Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>,

Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>, Gammell, Adam <Adam.Gammell@insurance.ca.gov>,
Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>, Ahn, Sara <Sara.Ahn@insurance.ca.gov>, Pam Pressley
<pam@consumerwatchdog.org>, Ben Armstrong <ben.a@consumerwatchdog.org>, Richard De La Mora
<richard.delamora@farmersinsurance.com>, Vanessa Jackson <vanessa.jackson@farmersinsurance.com>,
Lindsay Bondy <lindsay.bondy@farmersinsurance.com>, Maura Popp
<maura.popp@farmersinsurance.com>, Thanh Mai <t.mai@farmersinsurance.com>, Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>

CC: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>

Hi Ben,

Again, thank you for agreeing on the 15.9% overall resolution. After discussion with CDI, we have
developed our rate by coverage with a total rate level of 15.9%:

CDI
Change Change
Coverage Original PrI:ev(‘)’gad atg atg
& Filed ‘;6 Minimum Maximum
% %
Bodily Injury 32.5% 30.2% -9.8% 31.6%
Property Damage 53.7% 52.0% 40.5% 105.1%
UMBI 2.7% 0.0% -0.4% 45.4%
Med Payments 90.0% 88.2% 28.9% 88.2%
Comprehensive 0.6% 6.3% 6.3% 33.9%
Collision 6.0% 0.0% -8.1% 15.9%
UMPD 0.0% 0.0% -3.2% 22.0%
Rental 12.8% 28.0% 28.0% 61.4%
Combined |18.4% | 15.9% | 1.6% 37.9%

We are anxious to implement... please let us know if we are good to go. Thank you!

Best,
Sean

Proprietary

From: Sean Ke

Sent: Tuesday, September 24, 2024 2:07 PM

To: Ben Powell <ben@consumerwatchdog.org>; Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>; Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>; Gammell,
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EXHIBIT R



Tuesday, October 15, 2024 at 12:30:09 Pacific Daylight Time

Subject: Re: Confirmed: 3-way call re Rate Applications of 21st Century IC & 21st Century RRB File Nos. 24-496 & 24-

496-A
Date: Thursday, September 26, 2024 at 1:25:55 PM Pacific Daylight Time
From: Ben Powell <ben@consumerwatchdog.org>
To: Sean Ke <jiagang.ke@farmersinsurance.com>, Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>,

Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>, Gammell, Adam <Adam.Gammell@insurance.ca.gov>,
Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>, Ahn, Sara <Sara.Ahn@insurance.ca.gov>, Pam Pressley
<pam@consumerwatchdog.org>, Ben Armstrong <ben.a@consumerwatchdog.org>, Richard De La Mora
<richard.delamora@farmersinsurance.com>, Vanessa Jackson <vanessa.jackson@farmersinsurance.com>,
Lindsay Bondy <lindsay.bondy@farmersinsurance.com>, Maura Popp
<maura.popp@farmersinsurance.com>, Thanh Mai <t.mai@farmersinsurance.com>, Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>

CC: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>

Hi Sean,

Thank you for sending over the table. Consumer Watchdog would like to propose the below as an
alternative, which focuses on lowering the rate increase for liability coverage. Please let us know if
you are amenable to this proposal or if you have any further questions.

Thanks,
Ben Powell
CW Orig CW 21st CDI Max

Bodily Injury 106,516,240 29.2% 29.2% 30.2% 31.6%
Property Damage 64,733,814 44.8% 44.8% 52.0% 105.1%
UMBI 37,019,934 33.1% 12.0% 0.0% 45.4%
Medical Payments 3,513,593 58.9% 35.0% 88.2% 88.2%
Comprehensive 60,970,987 7.4% 10.0% 6.3% 33.9%
Collision 184,444,704 -3.4% 0.0% 0.0% 15.9%
UMPD 1,176,556 33.1% 22.0% 0.0% 22.0%
Rental 5,656,389 10.5% 28.0% 28.0% 61.4%
Combined 15.9% 15.9% 15.9% 37.9%

From: Sean Ke <jiagang.ke@farmersinsurance.com>

Date: Thursday, September 26, 2024 at 9:47 AM

To: Ben Powell <ben@consumerwatchdog.org>, Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>, Uppal, Jasveet
<Jasveet.Uppal@insurance.ca.gov>, Gammell, Adam
<Adam.Gammell@insurance.ca.gov>, Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>, Ahn,
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EXHIBIT S



Tuesday, October 15, 2024 at 12:34:07 Pacific Daylight Time

Subject: RE: Confirmed: 3-way call re Rate Applications of 21st Century IC & 21st Century RRB File Nos. 24-496 & 24-

496-A
Date: Thursday, September 26, 2024 at 2:01:29 PM Pacific Daylight Time
From: Sean Ke <jiagang.ke@farmersinsurance.com>
To: Ben Powell <ben@consumerwatchdog.org>, Landsman, Lisbeth <Lisbeth.Landsman@insurance.ca.gov>,

Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>, Gammell, Adam <Adam.Gammell@insurance.ca.gov>,
Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>, Ahn, Sara <Sara.Ahn@insurance.ca.gov>, Pam Pressley
<pam@consumerwatchdog.org>, Ben Armstrong <ben.a@consumerwatchdog.org>, Richard De La Mora
<richard.delamora@farmersinsurance.com>, Vanessa Jackson <vanessa.jackson@farmersinsurance.com>,
Lindsay Bondy <lindsay.bondy@farmersinsurance.com>, Maura Popp
<maura.popp@farmersinsurance.com>, Thanh Mai <t.mai@farmersinsurance.com>, Jyotsna Rawal
<jyotsna.rawal@farmersinsurance.com>

CC: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>

Thank you Ben for your prompt response. We accept your proposal and is working on the filing
submission.

Thanks,
Sean

Proprietary

From: Ben Powell <ben@consumerwatchdog.org>

Sent: Thursday, September 26, 2024 1:26 PM

To: Sean Ke <jiagang.ke@farmersinsurance.com>; Landsman, Lisbeth
<Lisbeth.Landsman@insurance.ca.gov>; Uppal, Jasveet <Jasveet.Uppal@insurance.ca.gov>; Gammell,
Adam <Adam.Gammell@insurance.ca.gov>; Kuo, Darjen <Darjen.Kuo@insurance.ca.gov>; Ahn, Sara
<Sara.Ahn@insurance.ca.gov>; Pam Pressley <pam@consumerwatchdog.org>; Ben Armstrong
<ben.a@consumerwatchdog.org>; Richard De La Mora <richard.delamora@farmersinsurance.com>;
Vanessa Jackson <vanessa.jackson@farmersinsurance.com>; Lindsay Bondy
<lindsay.bondy@farmersinsurance.com>; Maura Popp <maura.popp@farmersinsurance.com>; Thanh
Mai <t.mai@farmersinsurance.com>; Jyotsna Rawal <jyotsna.rawal@farmersinsurance.com>

Cc: McKennedy, Nikki <Nikki.McKennedy@insurance.ca.gov>

Subject: [EXTERNAL] Re: Confirmed: 3-way call re Rate Applications of 21st Century IC & 21st Century
RRB File Nos. 24-496 & 24-496-A

Hi Sean,

Thank you for sending over the table. Consumer Watchdog would like to propose the below as an
alternative, which focuses on lowering the rate increase for liability coverage. Please let us know if
you are amenable to this proposal or if you have any further questions.

Thanks,

Ben Powell
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PROOF OF SERVICE
BY OVERNIGHT OR U.S. MAIL, FAX TRANSMISSION,
EMAIL TRANSMISSION AND/OR PERSONAL SERVICE

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

I am employed in the City 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 6330 South San Vicente Boulevard,
Suite 250, Los Angeles, California 90048, and I am employed in the city and county where this
service is occurring.

On October 24, 2024, I caused service of true and correct copies of the document entitled
CONSUMER WATCHDOG’S REQUEST FOR COMPENSATION
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 EMAIL, by electronic mail transmission this date to the email address stated.

3. 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. Executed on October 24,
2024 at Los Angeles, California.

122,000

Kaitlyn Gengfle
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Sara Ahn

Lisbeth Landsman-Smith

Rate Enforcement Bureau

California Department of Insurance
1901 Harrison Street, 6th Floor
Oakland, CA 94612

Tel. (415) 538-4500

Fax (510) 238-7830

Sara. Ahn@insurance.ca.gov
Lisbeth.Landsman@insurance.ca.gov

Richard De La Mora, Esq.
Head of Product

Regulatory Affairs & CIF
Office of the General Counsel
Farmers Group. Inc.

Tel. (661) 523-9755

Fax (626) 272-8248

630 Owensmouth Avenue
Woodland Hills, CA 91367

Service List

[ ]FAX

[ ]U.S. MAIL

[ ] OVERNIGHT MAIL
[ ] HAND DELIVERED
X] EMAIL

[ ]FAX

[ ]U.S. MAIL

[ ] OVERNIGHT MAIL
[ ] HAND DELIVERED
X] EMAIL

Richard.delamora@farmersinsurance.com

Matt Schmitthenner
Jyotsna Rawal

Farmers Insurance Group
700 Quaker Lane

Warwick, RI 02866

Tel. 740-816-3525

[ ]FAX

[ ]U.S. MAIL

[ ] OVERNIGHT MAIL
[ ] HAND DELIVERED
X] EMAIL

Matt.Schmitthenner@farmersinsurance.com

Jyotsna.Rawal@farmersinsurance.com

Jon Phenix

Public Advisor

Tina Warren

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

Tel. (916) 492-3705

Fax (510) 238-7830
Jon.Phenix@jinsurance.ca.gov
Tina.Warren@insurance.ca.gov

[ ]FAX

[ ]U.S. MAIL

[ ] OVERNIGHT MAIL
[ ] HAND DELIVERED
X] EMAIL
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Harvey Rosenfield, SBN 123082
Pamela Pressley, SBN 180362
Benjamin Powell, SBN 311624
CONSUMER WATCHDOG
6330 San Vicente Blvd., Suite 250
Los Angeles, CA 90048

Tel. (310) 392-0522

Fax (310) 392-8874
harvey@consumerwatchdog.org
pam@consumerwatchdog.org
ben@consumerwatchdog.org

Attorneys for CONSUMER WATCHDOG

BEFORE THE INSURANCE COMMISSIONER
OF THE STATE OF CALIFORNIA

In the Matter of the Rate Applications of File No.: PA-2024-00006

DECLARATION OF BENJAMIN POWELL IN
SUPPORT OF CONSUMER WATCHDOG’S
REQUEST FOR COMPENSATION

21st Century Insurance Company and
21st Century Casualty Company,

Applicants.

DECLARATION OF BENJAMIN POWELL IN SUPPORT OF
CONSUMER WATCHDOG’S REQUEST FOR COMPENSATION
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I, Benjamin Powell, declare:

1. I am over eighteen years of age and staff attorney for Intervenor in this proceeding,
Consumer Watchdog. This declaration is submitted in support of Consumer Watchdog’s Request for
Compensation in the above-captioned proceeding. I have personal knowledge of the matters set forth
herein, and if called as a witness, I could and would testify competently to the facts stated herein.

2. Consumer Watchdog is a nonprofit, tax-exempt consumer research, education, litigation,
and advocacy organization. Consumer Watchdog advocates on behalf of consumers before regulatory

agencies, the Legislature, and the courts.

Consumer Watchdog’s Billed Hours and Hourly Rates Are Reasonable and in Compliance with
the Regulations.

3. Attached as Exhibit la are true and correct printouts of detailed time billing reports
showing the tasks performed and hours expended by each Consumer Watchdog attorney, staff actuary,
and paralegal in this rate proceeding, including Pamela Pressley, Benjamin Powell, Ben Armstrong, and
Kaitlyn Gentile.!

4. As a nonprofit, public interest organization, Consumer Watchdog conducts its education
and advocacy efforts as a public interest service. Therefore, consistent with the decisions of the
California Supreme Court and the United States Supreme Court and the intervenor regulations
applicable to this proceeding (see 10 CCR § 2661.1(c)), Consumer Watchdog’s policy is to seek
prevailing market rates in all fee award applications. Consumer Watchdog has consistently been
awarded prevailing market hourly rates in fee awards by the Commissioner and the courts.

5. I have reviewed Consumer Watchdog’s time billing records and believe that the hours
and fees listed were necessary and reasonable. In preparing their respective time records for this
submission, Consumer Watchdog’s attorneys and staff exercised billing judgment by eliminating time
entries where appropriate. The time expended and work performed in the proceeding for which
Consumer Watchdog seeks compensation, as reflected in the time records, was reasonable and

appropriate, and the minimum required to achieve the results obtained.

! Pursuant to a prior request of the Public Advisor, attached as Exhibit 1b is a list of all persons identified
in the billing reports.
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6. Based upon Consumer Watchdog’s time billing reports attached hereto as Exhibit la,
after eliminating time entries as noted above, Consumer Watchdog’s attorneys, paralegal, and staff
actuary have incurred 88.5 hours in this proceeding through October 24, 2024. The billing reports detail
the tasks performed, are based on contemporaneous daily time records maintained by Consumer
Watchdog’s attorneys, paralegal, and staff actuary, and are billed in tenth-of-an-hour increments.

7. The 2024 hourly rates sought by Consumer Watchdog for its attorneys, paralegal, and
staff actuary are $595 for Pamela Pressley, $350 for Benjamin Powell, $425 for Ben Armstrong (staff
actuary), and $200 for Kaitlyn Gentile (paralegal). The hourly rates for Consumer Watchdog attorneys
and staff who worked on the proceeding are consistent with the prevailing market rates for attorneys of
similar experience, qualifications, and expertise in insurance regulatory law. The Commissioner has
recently issued decisions awarding fees to Consumer Watchdog based on the same hourly rates
Consumer Watchdog’s legal staff is currently using in 2024 for work done in rate proceedings in 2020—
2024. (See, e.g., Decision Awarding Compensation, Oct. 18, 2024, In the Matter of the Rate
Applications of Garrison Property and Casualty Insurance Company and USAA Casualty Insurance
Company, File No. PA-2021-00004, p. 37; Decision Awarding Compensation, Oct. 18, 2024, In the
Matter of the Rate Application of State Farm General Insurance Company, File No. PA-2023-00006, p.
40; Decision Awarding Compensation, Oct. 18, 2024, In the Matter of the Rate, Rule, and Form
Application of Pacific Specialty Insurance Company, File No. PA-2020-00009, p. 41; Decision
Awarding Compensation, Oct. 18, 2024, In the Matter of the Rate Application of State Farm General
Insurance Company, File No. PA-2023-00007, p. 45; Decision Awarding Compensation, Oct. 18, 2024,
In the Matter of the Rate Applications of Farmers Insurance Exchange, Mid-Century Insurance
Company, and Truck Insurance Exchange, File No. PA-2023-00022, pp. 14—15; Decision Awarding
Compensation, In the Matter of the Rate Application of Allstate Northbrook Indemnity Company, File
No. PA-2023-00014, pp. 38-39; Decision Awarding Compensation, Oct. 18, 2024, In the Matter of the
Rate Application of State Farm Mutual Automobile Insurance Company, File No. PA-2023-00012, pp.
43—44. The Commissioner has also issued decisions in 2021-2023 awarding fees to Consumer
Watchdog based on the same hourly rates Consumer Watchdog’s legal staff is currently using in 2024

for work done in 2020-2023 [e.g., Decision Awarding Compensation, July 12, 2023, In the Matter of
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the Rate Applications of Farmers Insurance Exchange, Fire Insurance Exchange, and Mid-Century
Insurance Company, File No. PA-2022-00007, p. 16; Decision Awarding Compensation, Oct. 6, 2021,
In the Matter of the Rate Applications of Farmers Insurance Exchange, Fire Insurance Exchange, and
Mid-Century Insurance Company, File No. PA-2020-00006, p. 10; Decision Awarding Compensation,
Feb. 14, 2022, In the Matter of the Rate Application of Homesite Insurance Company of California, File
No. PA-2020-00003, p. 9; Decision Awarding Compensation, Feb. 16, 2022, In the Matter of the New
Program Applications of Farmers Insurance Exchange and Fire Insurance Exchange, File No. PA-
2020-00004, p. 9] [included in Exh. 4 to the Declaration of Allan I. Schwartz (“Schwartz Decl.”),
attached hereto as Exh. 4].)> Consumer Watchdog arrived at the hourly rates of its attorneys and
paralegal based on the experience and qualifications of its attorneys, information obtained from other
attorneys working at several reputable law firms in Los Angeles and San Francisco, the opinion of
attorneys’ fees expert Richard M. Pearl, and historical rates awarded or paid for Consumer Watchdog
attorneys’ professional services in civil and administrative proceedings. Mr. Pearl is a recognized expert
on attorneys’ fees issues in the California market.? His attached declaration evidences the
reasonableness of Consumer Watchdog’s hourly rates. (See Exh. 2, Declaration of Richard M. Pearl in
Support of Intervenor Consumer Watchdog’s Motion for Attorneys’ Fees and Expenses [“Pearl Decl.],
99 10-19.)* In his declaration, Mr. Pearl concludes that Consumer Watchdog’s rates are “well within, if
not below, the range of non-contingent market rates charged by comparably qualified Los Angeles Area
attorneys for reasonably similar work.” (Pearl Decl.,  19.) Mr. Pearl’s declaration contains substantial
details on attorneys’ fees and hourly rates and shows that Consumer Watchdog’s 2024 rates are within
the market rates charged by attorneys with similar experience level and skill.

8. In this proceeding, Consumer Watchdog attorneys performed the following general

tasks:

2 The Schwartz Declaration was filed on September 6, 2024 in support of Consumer Watchdog’s
Request for Compensation in In the Matter of Allstate, File No. PA-2023-00011.

3 Richard M. Pearl is the author of the Continuing Education of the Bar’s treatise on attorneys’ fees in
California.

* The Pearl Declaration was filed on April 15, 2022 in connection with a State Farm writ matter arising
out of a rate proceeding and is equally applicable to this proceeding, given that Consumer Watchdog’s
2024 rates are within the range of rates considered reasonable for attorneys with comparable experience
at that time.
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Conferred regarding overall strategy and positions;

Drafted, reviewed, and edited Consumer Watchdog’s Petition for Hearing, Petition to
Intervene, and Notice of Intent to Seek Compensation (“Petition”) presenting three separate
and distinct issues on which Consumer Watchdog provided evidence and arguments as to
why the rates proposed by 21st Century Insurance Company and 21st Century Casualty
Company (“Applicants” or “21st Century”) were excessive and/or unfairly discriminatory in
violation of Insurance Code section 1861.05(a) and the ratemaking regulations at 10 CCR

§ 2644.1 et seq., including allegations that 21st Century’s frequency and severity trend
selections resulted in excessive net trends which overstated the projected losses, causing an
inflated rate indication; 21st Century failed to justify the use of combined Loss and DCCE in
their analysis of development patterns; and 21st Century had not shown that the sum of the
institutional advertising expenses was appropriate;

Reviewed the rate applications of 21st Century and updates filed by 21st Century subsequent
to Consumer Watchdog’s intervention;

Reviewed and conferred with Consumer Watchdog’s actuarial expert regarding 21st
Century’s rate applications and subsequent updates;

Prepared a written set of requests for information encompassing 18 specific questions and
follow-up questions, in addition to oral requests for additional information, and reviewed the
additional information produced by 21st Century in response, including, inter alia,
documents, arguments, and justifications for 21st Century’s requested rate increase;
Exchanged correspondence and participated in three-way calls with the Parties regarding
issues raised by Consumer Watchdog and the additional information produced by 21st
Century in response to its requests;

In consultation with Consumer Watchdog’s staff actuary, Ben Armstrong, provided a rate
analysis and rate template with proposed rate indication to the California Department of
Insurance (the “Department” or “CDI”), as well as updated analyses and rate templates;
Substantially contributed to negotiations among the Parties leading to a settlement

Stipulation agreeing to an overall rate increase of 15.9%; and
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e Drafted, reviewed, and edited Consumer Watchdog’s Request for Compensation
(“Request”), including this supporting declaration and exhibits.

Pamela Pressley

9. Pamela Pressley is an attorney with 29 years of professional experience advocating on
behalf of consumers. For over 16 years she served as Consumer Watchdog’s Litigation Director, and
she now serves as its Senior Staff Attorney. During this time, her legal work with Consumer Watchdog
has focused primarily on insurance regulatory and litigation matters before the Department and the
courts, and particularly on the enforcement and implementation of Proposition 103. Several of these
matters involved issues of first impression before the courts in which she was primarily responsible for
litigating the matters through trial and on appeal. Examples include:

a. State Farm General Insurance Company v. Lara (2021) 71 Cal.App.5th 197, in
which she served as co-lead counsel representing Consumer Watchdog as a respondent and defendant to
successfully defend against a challenge by State Farm to the substantial contribution standard for
intervenor fee awards under Insurance Code section 1861.10(b).

b. Mercury Ins. Co. v. Lara (2019) 35 Cal.App.5th 82, in which she served as lead
counsel representing Consumer Watchdog as Intervenor to successfully defend against a petition for
writ of mandate by Mercury, resulting in the Court of Appeal upholding a $27.6 million civil penalty
against Mercury for violations of Proposition 103’s prior approval requirement and prohibition against
unfair rate discrimination (sections 1861.01 and 1861.05) based on its agents charging unapproved fees
in addition to the approved premium amounts on over 180,000 insurance transactions over a four-year
period from 1999-2004.

c. Mercury Casualty Company v. Jones (2017) 8 Cal.App.5th 561, in which she served
as lead counsel representing Consumer Watchdog as Intervenor to successfully defend against petitions
for writ of mandate by Mercury and insurance trade associations seeking to vacate the Commissioner’s
decision ordering Mercury to lower its homeowner rates and challenging the Commissioner’s
application and interpretation of regulations relating to the standard and process for obtaining a
confiscation variance and limiting the amount of institutional advertising that insurers may include in

their premium calculations.
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d. Association of California Insurance Companies v. Poizner (2009) 180 Cal.App.4th
1029, in which she served as lead counsel representing Consumer Watchdog as Intervenor to
successfully defend against a petition for writ of mandate by insurance trade associations seeking to
invalidate the Commissioner’s amendments to the intervenor regulations clarifying the scope of a rate
proceeding.

e. Allstate Insurance Co. v. Poizner (Super. Ct. S.F. County, 2008, No. CPF-08-50821),
in which she served as lead counsel representing Consumer Watchdog as Intervenor to successfully
defend against Allstate’s petition for a stay of the Commissioner’s order requiring Allstate to lower its
private passenger auto insurance rates by 15.9%, and served as supervising counsel in the rate
proceeding that led to that rate decrease order, In the Matter of the Rate Application of Allstate
Insurance Co. and Allstate Indemnity Co., File No. 2007-00004 (Cal. Ins. Comm’r, Mar. 14, 2008).

f.  American Insurance Association v. Garamendi and California Farm Bureau
Federation v. Garamendi (Super. Ct. Sacramento County, 2007, Nos. 06AS03053 and 06AS03036
(consolidated)), in which she served as lead counsel representing Consumer Watchdog as an intervenor
in a successful motion for summary judgment against insurer plaintiffs upholding the Insurance
Commissioner’s regulations (see paragraph (p)(4), below) enforcing Insurance Code section 1861.02(a),
which requires that automobile insurance premiums be based primarily on one’s driving safety record,
and not where one lives.

g. A successful writ of mandate action to invalidate an insurer-sponsored amendment to
Proposition 103 that purported to allow a rating factor based on prior insurance with any carrier in
violation of Insurance Code section 1861.02(c) (The Found. for Taxpayer and Consumer Rights v.
Garamendi (2005) 132 Cal.App.4th 1354). In that proceeding, she participated in overall strategy
discussions, drafted and edited pleadings and the appellate brief, performed legal research, appeared at
all court hearings, and argued the case before the Court of Appeal, among other tasks.

h. Class action and representative lawsuits to enforce Insurance Code section
1861.02(c)’s prohibition against surcharging motorists with an absence of prior insurance
(Proposition 103 Enforcement Project v. GEICO, Case No. BC266220; Proposition 103 Enforcement

Project v. Interinsurance Exch. of the Automobile Club, Case No. BC266218; Landers v. Interinsurance
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Exch. of the Auto. Club, JCCP No. 4438; and Donabedian v. Mercury Ins. Co. (2004) 116 Cal.App.4th
968), which resulted in settlements that required the insurers to make refunds to affected auto
policyholders.

i.  Mitchell v. Allstate Ins. Co. (Super. Ct. L.A. County, 2003, No. BC212492), in which
she drafted all Consumer Watchdog pleadings submitted to the Court and the Department and made
court appearances on Consumer Watchdog’s behalf, successfully objecting to the class action
settlement.

J- The appeal in writ of mandate challenge to a regulation promulgated by Insurance
Commissioner Quackenbush, which authorized insurers to use zip code as the primary determinant of
automobile insurance premiums in violation of Insurance Code section 1861.02(a). (Spanish Speaking
Citizens Found. v. Low (2000) 85 Cal.App.4th 1179.)

k. A successful writ of mandate action against former Insurance Commissioner
Quackenbush to require that the Commissioner not approve any insurer’s rate application prior to the
expiration of the 45-day period in which a consumer may petition for a rate hearing as required by
Insurance Code section 1861.05. (Proposition 103 Enforcement Project v. Chuck Quackenbush [Super.
Ct. L.A. County, 1999, No. BC202283].)

l.  Two successful noncompliance proceedings before the CDI: In the Matter of
Mercury Ins. Co., Mercury Cas. Co., and California Auto. Ins. Co. (Cal. Ins. Comm’r, Feb. 6, 2015), in
which she represented Consumer Watchdog as Intervenor, resulting in a $27.5 million penalty against
Mercury for its illegal brokers fees charges; and In the Matter of the Rates, Rating Plans, or Rating
Systems of Farmers Ins. Exch., Ins. Exch., and Mid-Century Ins. Co. (Cal. Ins. Comm’r, Aug. 8, 2007)
in which she served as lead counsel representing Consumer Watchdog as Intervenor against Farmers
Insurance, alleging that the company had been misapplying its own rating guidelines to overcharge
certain homeowners policyholders based on the number of claims they made or how far they lived from
a fire hydrant. According to the 2007 settlement approved by the Commissioner, Farmers refunded its
policyholders $1.4 million for the overcharges, was ordered to pay a $2 million penalty to the CDI, will
use rating practices that comply with the law, had to review its computer data to find and refund any

other policyholders who were overcharged, and was subject to another review of its practices in 2008.
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m. Successful rate challenges before the CDI to insurers’ earthquake and homeowners
rate hikes in which she served as lead counsel for Consumer Watchdog, resulting in combined savings
of over $790 million, including PA-04041210, PA-2007-00008, and PA-2007-00019, regarding the
earthquake insurance rates of Safeco, GeoVera, and Fireman’s Fund; and PA06093080, PA06093078,
PA06092759/PA-2006-00016, PA-2006-00006, and PA-2007-00017, regarding the homeowners rates
of Safeco, Fire Insurance Exchange, State Farm, Allstate, and Fireman’s Fund.

n. CDI hearings regarding Low Cost Auto Insurance Program (“LCAIP”’) proposed
rates in 2003, 2005, 2006, 2012, 2014, 2015, 2016, and 2020. In 2012, Consumer Watchdog’s
participation and comments contributed to the Commissioner’s decision requiring the California
Automobile Assigned Risk Pool (“CAARP”) to implement an overall rate decrease for the LCAIP of -
2.8%, 11.1% lower than the overall +8.3% rate increase requested by CAARP. In 2014, Consumer
Watchdog’s participation and comments contributed to the Commissioner’s decision requiring CAARP
to implement an overall LCAIP rate of +2.2%, 5.4% lower than the overall +7.6% rate increase
requested by CAARP, resulting in an overall savings of $140,000 in annual premiums. In 2015,
Consumer Watchdog’s participation resulted in an approved rate that was 10.5% lower than the rate
requested by CAARP for a savings of nearly $318,000 in annual premiums, and in 2016 Consumer
Watchdog’s participation contributed to an approved rate that was 5.8% lower than requested, resulting
in $237,000 in savings. In 2020, after Consumer Watchdog submitted comments, CAARP withdrew its
requested +3.8% rate increase, resulting in a savings of $259,000 in annual premiums.

0. Numerous other successful challenges to automobile, homeowners, and medical
malpractice insurers’ rate applications before the Department since 2003, resulting in collective savings
to consumers of over $6 billion. Examples include In the Matter of the Rate Application of CSAA Ins.
Exch., PA-2023-00021 (Cal. Ins. Comm’r 2024), resulting in annual savings of $525 million in auto
insurance premiums; In the Matter of the Rate Applications of GEICO Ind. Co., GEICO Cas. Co.,
GEICO Gen. Ins. Co., and Gov’t Emps. Ins. Co., PA-2023-00013 (Cal. Ins. Comm’r 2023), resulting in
annual savings of $356 million in auto insurance premiums; /n the Matter of the Rate Application of
State Farm Mut. Auto. Co., PA-2023-00012 (Cal. Ins. Comm’r 2023), resulting in annual savings of

$151.7 million in auto insurance premiums; /n the Matter of the Rate Application of State Farm Gen.
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Ins. Co., PA-2023-00007 (Cal. Ins. Comm’r 2023), resulting in annual savings of $199.7 million in
homeowners insurance; In the Matter of the Rate, Rule, and Form Application of Pacific Specialty Ins.
Co., PA-2020-00009 (Cal. Ins. Comm’r 2023), resulting in annual savings of $6.3 million in
homeowners insurance; In the Matter of the Rate Application of Allstate Northbrook Ind. Co., PA-2023-
00014 (Cal. Ins. Comm’r 2023), resulting in annual savings of $149.5 million in auto insurance
premiums; In the Matter of the Rate Application of State Farm Gen. Ins. Co., PA-2023-00006 (Cal. Ins.
Comm’r 2023), resulting in annual savings of $21.5 million in renters insurance; In the Matter of the
Rate Application of Farmers Ins. Exch., Fire Ins. Exch., and Mid-Century Ins. Co., PA-2023-00009
(Cal. Ins. Comm’r 2023), resulting in annual savings of $276 million in renters, condo, and
homeowners insurance; In the Matter of the Rate Application of Farmers Ins. Exch., Mid-Century Ins.
Co., and Truck Ins. Exch., PA-2023-00008 (Cal. Ins. Comm’r 2023), resulting in annual savings of
$535 million in auto insurance premiums; In the Matter of the Rate Application of CSAA Ins. Exch., PA-
2023-00004 (Cal. Ins. Comm’r 2023), resulting an annual savings of $192.4 million in auto insurance
premiums; In the Matter of the Rate Application of Allstate Ins. Co., PA-2021-00005 (Cal. Ins. Comm’r
2023), resulting in annual savings of $2.8 million in homeowners insurance; In the Matter of the Rate
Applications of First Nat’l Ins. Co. of Am., Safeco Ins. Co. of Am., and Safeco Ins. Co. of Ill., PA-2022-
00002 (Cal. Ins. Comm’r 2023), resulting in annual savings of $7.8 million in homeowners multiple
peril insurance; In the Matter of the Rate Applications of Garrison Prop. and Cas. Ins. Co. and USAA-
Ca. Ins. Co., PA-2021-00004 (Cal. Ins. Comm’r 2023), resulting in annual savings of $8.47 million in
homeowners, unit-owners, renters contents, and renters liability insurance; In the Matter of the Rate
Applications of Farmers Ins. Exch., Fire Ins. Exch., and Mid-Century Ins. Co., PA-2022-00007 (Cal.
Ins. Comm’r 2023), resulting in annual savings of $121 million in homeowners multiple peril insurance;
In the Matter of the Rate Application of Med. Ins. Exch. of Cal., PA-2021-00003 (Cal. Ins. Comm’r
2023), resulting in annual savings of $1.41 million in medical professional liability insurance; In the
Matter of the Rate Applications of Farmers Ins. Exch., Fire Ins. Exch., and Mid-Century Ins. Co., PA-
2021-00007 (Cal. Ins. Comm’r 2022), resulting in annual savings of $6.05 million in fire, allied lines,
and other liabilities insurance; In the Matter of the Rate and Rating Plan Application of CSAA Ins.

Exch., PA-2021-00002 (Cal. Ins. Comm’r 2021), resulting in annual savings of $14.75 million in
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homeowners insurance; In the Matter of the New Program Applications of Farmers Insurance
Exchange and Fire Ins. Exch., PA-2020-00004 (Cal. Ins. Comm’r 2021), resulting in annual savings of
$2.478 million in renters and condominium insurance; In the Matter of the Rate Application of
Homesite Ins. Co. of Am., PA-2020-00003 (Cal. Ins. Comm’r 2021), resulting in annual savings of
$9.28 million in homeowners insurance; In the Matter of the Rate Application of Am. Cas. Co. of
Reading, Penn., PA-2020-00007 (Cal. Ins. Comm’r 2020), resulting in annual savings of $1.12 million
in medical malpractice insurance; In the Matter of the Rate Application of NORCAL Mut. Ins. Co., PA-
2020-00002 (Cal. Ins. Comm’r 2020), resulting in annual savings of $5.2 million in medical malpractice
insurance; In the Matter of the Rate Application of Esurance Prop. and Cas. Ins. Co., PA-2020-00001
(Cal. Ins. Comm’r 2020), resulting in annual savings of over $26.7 million in auto insurance premiums;
In the Matter of the Rate and Rating Plan Application of Pacific Specialty Ins. Co., PA-2019-00003
(Cal. Ins. Comm’r 2020), resulting in annual savings of $5.95 million in homeowners insurance; In the
Matter of the Rate and Rating Plan Applications of Pacific Specialty Ins. Co., PA-2019-00001 (Cal. Ins.
Comm’r 2020), resulting in annual savings of $800,000 in renters, mobile home, and condo owners
insurance; In the Matter of the Rate and Class Plan Applications of Liberty Mut. Fire Ins. Co., PA-
2017-00007 and PA-2018-00001 (Cal. Ins. Comm’r 2018), resulting in annual savings of $3 million in
auto insurance premiums; In the Matter of the Rate and Class Plan Applications of GEICO Cas. Co.,
PA-2017-00005 and PA-2017-00006 (Cal. Ins. Comm’r 2017), resulting annual savings of $9.3 million
in auto insurance premiums; /n the Matter of the Rate Applications of Allstate Ins. Co. and Allstate
Indem. Co., PA-2015-00009 (Cal. Ins. Comm’r 2016), resulting in a savings of $34.2 million in annual
homeowners insurance premiums; In the Matter of the Rate Application of State Farm Gen. Ins. Co.,
PA-2015-00004, which resulted in an order requiring State Farm to lower its homeowners’ rates overall
by 7%, saving consumers $78.6 million, and issue an additional $110 million in refunds; In the Matter
of the Rate Application of Mercury Ins. Co., PA-2014-00010 (Cal. Ins. Comm’r 2015), resulting in
savings of $7 million in annual auto insurance premiums; /n the Matter of the Rates and Rate
Applications of United Services Auto. Ass’n, Garrison Prop. and Cas. Ins. Co. and USAA Gen. Ins. Co.,
PA-2013-00009, PA-2013-00009, and PA-2013-00010 (Cal. Ins. Comm’r 2014), resulting in annual

savings of $40.5 million in homeowners insurance premiums; /n the Matter of the Rate Application of
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State Farm Gen. Ins. Co., PA-2013-00012 (Cal. Ins. Comm’r 2014), resulting in $86 million in savings
for annual homeowners insurance premiums; /n the Matter of the Rate Application of Mercury Cas. Co.,
PA-2013-00004 (Cal. Ins. Comm’r 2013), resulting in over $11 million of savings per year in
homeowners insurance premiums; In the Matter of the Rate Application of Allstate Ins. Co., Allstate
Indem. Co., and Northbrook Indem. Co., PA-2013-00003 (Cal. Ins. Comm’r 2013), resulting in over
$92 million in savings per year in auto insurance premiums; /n the Matter of the Rates and Rating Plan
Application of GEICO Indem. Co., GEICO Gen. Ins. Co. and Gov’t Emp. Ins. Co., PA-2013-00002
(Cal. Ins. Comm’r 2013), resulting in savings of $9.4 million in annual auto insurance premiums; /n the
Matter of the Rate Application of Progressive West Ins. Co., PA-2012-00008 (Cal. Ins. Comm’r 2013),
resulting in savings of almost $1.5 million in annual auto insurance premiums; In the Matter of the Rate
Application of Coast Nat’l Ins. Co., PA-2012-00007 (Cal. Ins. Comm’r 2013), resulting in $10.9 million
in annual auto insurance premium savings; In the Matter of the Rate Applications of State Farm Mut.
Auto. Co., PA-2012-00006 (Cal. Ins. Comm’r 2013), resulting in auto insurance premium savings of
$69 million per year; In the Matter of the Rate Application of Mercury Cas. Co., PA-2009-00009 (Cal.
Ins. Comm’r 2013), resulting in savings of over $16 million per year in homeowners insurance
premiums; In the Matter of the Rate Application of State Farm Gen. Ins. Co., PA-2011-00010 (Cal. Ins.
Comm’r 2013), resulting in savings of over $157 million per year in homeowners insurance premiums;
In the Matter of the Rate Application of Interinsurance Exch. of the Auto. Club, PA-2012-00009 (Cal.
Ins. Comm’r 2013), resulting in annual auto insurance premium savings of $70 million; /n the Matter of
the Rate Application of Fed. Ins. Co., et al., PA-2012-00002 (Cal. Ins. Comm’r 2012), resulting in
savings of over $4.2 million per year in earthquake insurance premiums; /n the Matter of the Rate
Application of Chartis Prop. and Cas., PA-2011-000015 (Cal. Ins. Comm’r 2012), resulting in savings
of over $7.6 million per year in earthquake insurance premiums; In the Matter of the Rate Application
of NORCAL Mut. Ins. Co., PA-2011-00007 (Cal. Ins. Comm’r 2012), resulting in savings of $2.8
million per year in medical malpractice insurance premiums; In the Matter of the Rate Application of
The Doctors Co., PA-2011-00006 (Cal. Ins. Comm’r 2012), resulting in savings of $5.6 million per year
in medical malpractice insurance premiums; In the Matter of the Rates of California State Auto. Ass’n

Inter-Insurance Bureau, PA-2010-00014 (Cal. Ins. Comm’r 2012), resulting in annual homeowners
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insurance premium savings of $52 million; In the Matter of the Rate Application of Med. Protective
Co., PA-2011-00008 (Cal. Ins. Comm’r 2011), resulting in annual premium savings of $2.5 million; /n
the Matter of the Rate Application of Explorer Ins. Co., PA-2007-00013 (Cal. Ins. Comm’r 2008),
resulting in annual auto insurance premium savings of $8.2 million; /n the Matter of the Rate
Application of the Med. Protective Co., PA-05045074 (Cal. Ins. Comm’r 2005), resulting in savings of
$2 million per year in medical malpractice insurance premiums; In the Matter of the Rate Application of
Am. Cas. Co., File No. PA-04039736 (Cal. Ins. Comm’r 2005), resulting in savings of $1.6 million per
year in medical malpractice insurance premiums; In the Matter of the Rate Application of Med.
Protective Co., PA-04036735 (Cal. Ins. Comm’r 2004), resulting in savings of $3.9 million per year in
medical malpractice insurance premiums; SCPIE Indem. Co., PA-02025379 (Cal. Ins. Comm’r 2004),
resulting in savings of $23 million per year in medical malpractice insurance premiums; and /n the
Matter of the Rate Application of: NORCAL Mutual Insurance Co., PA 03032128 (Cal. Ins. Comm’r
2003), resulting in savings of $11.6 million per year in medical malpractice insurance premiums. In
these proceedings, she was responsible for overall strategy, briefing, communication with expert
witnesses and parties, discovery, and settlement negotiations, among other tasks.

p. Several rulemaking proceedings before the Department implementing Proposition
103’s prior approval and automobile rating factor requirements including: (1) the Intervenor
Regulations rulemaking matter (RH-06092874) adopting amendments to update and clarify the
regulations implementing Insurance Code section 1861.10’s public participation requirements; (2) the
Mileage Verification rulemaking matter (RH-06091489) implementing amendments to the Automobile
Rating Factors regulations to provide requirements for verified mileage programs; (3) the Prior
Approval rulemaking matter (RH-05042749) adopting, among other amendments, the generic
determinations included in the prior approval ratemaking formula pertaining to profit and expense
provisions; (4) the Automobile Rating Factors rulemaking matter (RH-03029826, Cal. Dept. of Ins.,
June 2, 2005) in which Consumer Watchdog and other groups successfully petitioned for, and the
Commissioner adopted amendments to, section 2632.8 of title 10 of the California Code of Regulations
requiring that insurers base automobile insurance premiums primarily on how one drives and not on

other optional factors such as zip code and marital status as required by Insurance Code section
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1861.02(a); (5) the Persistency Rulemaking matter (Persistency Rulemaking, RH-402 (Cal. Dept. of
Ins., April 18, 2003)); and (6) a rulemaking matter adopting regulations to prevent insurers from
requiring that motorists show proof of prior insurance to verify their accident record in violation of
Insurance Code section 1861.02(¢c) (4Accident Verification Rulemaking, RH 01015532 (Cal. Dept. of
Ins., Sept. 3, 2003)), among others. In these proceedings, she acted as Consumer Watchdog’s lead
counsel, participating in all strategy discussions and workshops, and preparing and presenting written
and oral testimony at hearings, among other tasks.

10.  Prior to her employment with Consumer Watchdog, Ms. Pressley served for two years as
CALPIRG’s lead consumer attorney and for one year as a staff attorney for The Center for Law in the
Public Interest in Los Angeles, litigating in the areas of civil rights, justice, and consumer issues. She is
a 1995 graduate of Pepperdine University School of Law and was admitted to the California State Bar
in November 1995.

11. I am informed through the Pearl Declaration and conversations with attorneys in the Los
Angeles and San Francisco Bay Areas discussing their billing rates that $595 per hour is a very
reasonable rate in 2024 for the professional services of an attorney with experience and qualifications
comparable to Ms. Pressley’s.

Benjamin Powell

12. I am an attorney with seven years of professional experience in litigation and advocacy. |
have been with Consumer Watchdog since 2015, first as a law clerk and then as a staff attorney, during
which time I have performed legal research, brief drafting, and oral advocacy on numerous Proposition
103 and civil litigation matters, and served as lead staff attorney on dozens of rate proceedings before
the Department.

13.  Tama 2016 graduate of Loyola Law School in Los Angeles. I was admitted to the
California State Bar in 2016.

14.  During law school, I was a member of the Loyola of Los Angeles Law Review, writing
articles for the journal’s specialized “Developments in the Law” issue. My scholarship included an
analysis of the shifting employment status of California Uber drivers and a discussion of the fate of

class action waivers under California contract law. I also served as a Coordinator for Loyola’s Young
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Lawyers Program, providing students from local high schools with mentorship as well as training for a
mock trial experience in front of actual Los Angeles Superior Court judges.

15. I am informed through the Pearl Declaration and conversations with attorneys in the Los
Angeles and San Francisco Bay Areas discussing their billing rates that $350 per hour is a very
reasonable rate in 2024 for the professional services of an attorney with experience and qualifications
comparable to mine.

Kaitlyn Gentile

16.  Ms. Gentile is a paralegal at Consumer Watchdog with over fourteen years of
professional experience in litigation matters. Ms. Gentile provides legal support to all members of the
litigation team, including drafting pleadings and motions such as the instant request for compensation.

17.  Prior to joining Consumer Watchdog in November 2018, Ms. Gentile worked for eight
years as a legal assistant at Lambda Legal. She also worked for four years as a legal secretary at
Sullivan & Cromwell, LLP.

18.  Ms. Gentile is a 2003 graduate of the University of Massachusetts at Amherst, where she
earned a Bachelor of Arts in Sociology. She holds a signed declaration from a California State Bar
member verifying her as a member of the paralegal profession under Business & Professions Code
section 6450.

19. I am informed through the Declaration of Richard M. Pearl, which details his extensive
familiarity with the billing practices and schedules for numerous private law firms in San Francisco and
Los Angeles, and believe that a rate of $200 per hour is a very reasonable rate in 2024 for the
professional services in comparable matters of a paralegal with experience and qualifications
comparable to Ms. Gentile’s.

Ben Armstrong

20.  Ben Armstrong, FCAS, MAAA is the staff actuary at Consumer Watchdog. In this
capacity, Mr. Armstrong performs independent analyses of insurer rate filings, including assessments of
their accuracy and actuarial soundness. His duties also include participation in rate discussions between
Consumer Watchdog, insurance companies, and the CDI, preparation of the actuarial portions of

requests for information submitted to insurers, and research tasks such as catastrophe modeling in
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insurance ratemaking. Mr. Armstrong is a Fellow of the Casualty Actuarial Society (2019) and a
Member of the American Academy of Actuaries with over 12 years of professional experience. Prior to
joining Consumer Watchdog, he was employed by Markel Insurance (formerly FirstComp) as a Senior
Actuary, performing various actuarial tasks including pricing, reserving, and reinsurance work. His
resume is attached hereto as Exhibit 3.

21. I am informed and believe that a rate of $425 per hour is a very reasonable rate in 2024
for the professional services in comparable matters of an actuary with experience and qualifications
comparable to Mr. Armstrong’s. (See, e.g., Decision Awarding Compensation, Oct. 18, 2024, In the
Matter of the Rate Application of State Farm General Insurance Company, File No. PA-2023-00007, p.
45; Decision Awarding Compensation, Oct. 18, 2024, In the Matter of the Rate Applications of Farmers
Insurance Exchange, Mid-Century Insurance Company, and Truck Insurance Exchange, File No. PA-
2023-00022, pp. 14—15; Decision Awarding Compensation, In the Matter of the Rate Application of
Allstate Northbrook Indemnity Company, File No. PA-2023-00014, pp. 38-39; Decision Awarding
Compensation, Oct. 18, 2024, In the Matter of the Rate Application of State Farm Mutual Automobile
Insurance Company, File No. PA-2023-00012, pp. 43—44 [awarding hourly rate of $425 for Mr.
Armstrong’s actuarial work performed in rate proceedings in 2023-2024]; see also Exh. 4 hereto
[Schwartz Decl.], § 8 and Exh. 4: Decision Awarding Compensation, July 12, 2023, In the Matter of the
Rate Applications of Farmers Insurance Exchange, Fire Insurance Exchange, and Mid-Century
Insurance Company, File No. PA-2022-00007, pp. 11, 16 [awarding hourly rates of $415 and $365 for
actuarial associates of AIS Risk Consultants, Inc. who have not completed the requirements for the
FCAS designation as has Mr. Armstrong].)

22.  Mr. Armstrong performed the following tasks in this proceeding:

e Reviewed and provided analyses regarding Applicants’ rate applications, updates, and
responses, raising several areas of concern with the initial filings as listed in paragraph 8,
supra;

e Consulted with Consumer Watchdog attorneys regarding actuarial issues in the
proceeding for preparation of the Petition for Hearing and subsequent Requests for

Information, which included 18 distinct questions, and prepared a written analysis and
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rate template, as well as multiple updated analyses and rate templates demonstrating
analysis and proposed rates that differed from 21st Century’s and CDI’s;

e Participated in discussions with the Parties regarding the issues raised by Consumer
Watchdog’s Petition, Requests for Information, and actuarial analyses;

e Assisted in analysis of additional documents provided by 21st Century in response to
Consumer Watchdog’s Requests for Information.

Consumer Watchdog’s Fees

23.  Inaccordance with the well-established standards set forth by the California Supreme
Court for private-attorney-general statutes, the “lodestar” is the product of each attorney’s reasonable
hours, at that attorney’s prevailing market rate, plus expenses. Consumer Watchdog’s attorneys are
responsible for entering their contemporaneous time billing records into the organization’s time billing
software. The time billing software is then used to multiply each attorney’s billed hours by that
individual’s prevailing market rate. The lodestar component of Consumer Watchdog’s attorney fees for
work performed in this proceeding for which compensation is requested (which does not include the

fees incurred by Consumer Watchdog’s experts that are accounted for separately) totals $38,349.00 as

follows:
Attorney Total Hours | Hourly Rate L(T(;):;:lar
Pamela Pressley 19.2 $595.00 $11,424.00
Benjamin Powell 13.6 $350.00 $4,760.00
Kaitlyn Gentile 6.7 $200.00 $1,340.00
Ben Armstrong 49.0 $425.00 $20,825.00
Total 88.5 $38,349.00

Facts Regarding This Proceeding and Consumer Watchdog’s Substantial Contribution

24. On or about February 29, 2024, Applicants filed the Applications with the Department,
seeking approval an overall +18.37% rate ($85 million) rate increase to their PPA line of insurance.
This request followed an approved 6.9% ($29 million) overall PPA rate increase effective January 23,

2024. The Department notified the public of the Applications on or about March 15, 2024.
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25. Consumer Watchdog, in consultation with its actuarial expert, reviewed the Applications
in detail and determined that the proposed rate changes were excessive in violation of Insurance Code
section 1861.05, subdivision (a), and the prior approval rate regulations, 10 CCR § 2644.1 et seq. Based
on its staff actuary Ben Armstrong’s analysis of the Applications, Consumer Watchdog identified
several specific issues that contributed to 21st Century’s proposed rates being excessive and/or unfairly
discriminatory.

26.  On April 29, 2024, pursuant to Insurance Code section 1861.10(a), Consumer Watchdog
filed its Petition including the issues and positions on which it would present and elicit additional
evidence to show why 21st Century’s proposed rates were excessive. (Exh. 5 hereto [Petition], pp. 4-6.)

27.  Specifically, Consumer Watchdog’s Petition alleged that Applicants’ frequency and
severity trend selections resulted in excessive net trends which overstated the projected losses, causing
an inflated rate indication. Consumer Watchdog’s preliminary analyses indicated a much lower rate
need, particularly for Bodily Injury, Collision, and Medical Payments. The selected 12-point frequency
and severity trends for these coverages gave too much weight to the volatile recent experience, which
could not be expected to continue indefinitely. 21st Century stated in the Filing Memorandum that “[a]
12-point trend period has been selected for both premium and loss trend for all coverages. This provides
the balance between responsiveness and stability and is consistent with past filings.” This boilerplate
language offered nothing substantive in terms of support for the selected trend factors. Consumer
Watchdog’s preliminary analysis showed that lower trend factors, reflecting the latest data but also
incorporating additional experience prior to the most recent few quarters, were more reasonable and
actuarially sound. This analysis produced an overall rate indication that was substantially lower than the
18.4% rate increase proposed by 21st Century. Based on these findings, Applicants did not fully support
the assertion that the selected trend factors were the most actuarially sound. (Petition, ¥ 8a.)

28.  The Petition also noted that Applicants had used the combined loss and DCCE
development method in the Applications (both incurred and paid, depending on the coverage), but had
failed to justify the use of combined Loss and DCCE in their analysis of development patterns.
Consumer Watchdog’s position was that given that pure loss developed quite differently from DCCE

for this book of business (e.g., 12-Ult LDF of 2.278 for incurred BI pure loss and 12.432 for incurred BI
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DCCE), the development patterns should have been analyzed separately to properly estimate the
ultimate values. Further, Applicants used incurred loss development for Bodily Injury, UMBI, and
Medical Payments, stating in the Filing Memorandum that “[t]he incurred triangles are the most
appropriate since they incorporate additional information through claim reserves and reduce
dependency on tail factors.” For the Bodily Injury coverage, incurred development was materially
higher than paid development, with the developed incurred losses being more than 20% higher than the
developed paid losses for the most recent year. Applicants failed to explain why there was such a large
difference between the paid and incurred development. Nor did Applicants demonstrate that the much
higher incurred development method was the most actuarially sound. (Petition, 9 8b.)

29.  Finally, the Petition alleged that Applicants had not shown that the sum of the
institutional advertising expenses listed on page 4.1 of the Prior Approval Rate Template,
$196,623,081, was appropriate. Consumer Watchdog’s position was that Applicants had failed to
provide sufficient information in the filing to support their claim that 28.7% of advertising expenses
over the last three years had been institutional. Per the regulation: “‘Institutional advertising” means
advertising not aimed at obtaining business for a specific insurer and not providing consumers with
information pertinent to the decision whether to buy the insurer’s product.” It was Consumer
Watchdog’s position that Applicants had not proven that their excluded expense ratio of 0.3% shown on
page 4.2 of the Prior Approval Rate Template was appropriate. Applicants had not provided examples
of non-institutional advertising in accordance with the above-referenced regulation and with the CDI’s
Prior Approval Rate Filing Instructions in order to verify Applicants’ ratio of institutional advertising.
(Petition, 9 8c.)

30.  The Commissioner granted Consumer Watchdog’s Amended Petition to Intervene in the
proceeding on the Applications on May 9, 2024, finding: “The Commissioner finds that the specific
issues raised in the Petition are relevant to the issues of this proceeding at this time.” (Order Granting
Consumer Watchdog’s Petition, May 9, 2024, at pp. 2—3, Exh. 6 hereto.)

31. On June 12, 2024, Consumer Watchdog submitted 18 Requests for Information
necessary to evaluate 21st Century’s requested rate increase on each of the issues raised in Consumer

Watchdog’s Petition. (Request, Exh. B.) Specifically, Consumer Watchdog requested detailed
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numerical support for 21st Century’s statement in its Filing Memo that “[a] 12-point trend period has
been selected for both premium and loss trend for all coverages. This provides the balance between
responsiveness and stability and is consistent with past filings”; requested detailed numerical support
for the use of combined loss & DCCE; asked 21st Century to explain in detail why there was such a
large difference between the ultimate loss & DCCE amounts derived using the incurred and paid
development methods for Bodily Injury, UMBI, and Medical Payments, and demonstrate how the
incurred method was the most actuarially sound; requested a complete explanation comparing the loss
development procedures used in the Applications to the procedures used in the actuarial reserve report
for 12/31/2023; requested support/justification for using a weighted average efficiency standard
consisting of 90.1% weight to Captive, 7.8% weight to Direct, and 2.1% weight to Independent;
requested a complete, detailed description of the methodology used by Applicants to separate
advertising expenses into institutional and non-institutional expenses, and detailed numerical support
for Applicants’ claim that 28.7% of advertising expenses over the last three years had been
institutional; requested examples of non-institutional advertising in accordance with 10 CCR § 2644.10
and with the CDI’s Prior Approval Rate Filing Instructions; asked Applicants to explain specifically in
detail what was driving the indicated rate need (e.g., type/category of losses, geographic locations, large
losses, specific agencies or distribution channels, particular years/periods/events, etc.) and provide
available cause-of-loss distributions or other exhibits demonstrating the basis for the proposed changes;
with regard to Comprehensive coverage, requested any data, analyses, or exhibits 21st Century had
dealing with losses by cause of loss; asked Applicants to describe the rationale for the proposed rate
changes as they related to Applicants’ calculated indicated need, as well as the strategic objective(s)
within the overall filing (the percent increase, other revisions, etc.); requested a discussion of the
general type of risk profiles that would receive the larger and smaller premium changes as a result of
the Applications, focusing particularly on the characteristics that were causing the premium changes,
including a description of the general characteristics of the group of policies that would receive the
larger and smaller premium changes, as well as the basis for targeting such risk types for the related
rate changes; asked Applicants to explain and describe other actions taken or expected to be taken by
the company, in addition to rate revision filings, to address overall profitability and growth plans, if/as

applicable, specifically providing information on any plans to directly reduce the proportion of new
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business vs. renewals, e.g., more stringent underwriting guidelines; asked Applicants to identify and
explain any material increase/decrease in the in-force policy count/exposures over the past several
years, identifying the underlying reason(s) and if the directional shift (growing, retracting) was in line
with the company objectives in the California market; requested a thorough discussion of all measures
taken by 21st Century in the last five years to limit access to their automobile insurance products,
including specifically any measures that did not undergo the public notice, prior approval, and Good
Driver requirements of Proposition 103; asked Applicants to define the overall company strategy for
writing business in California, as well as what differentiated 21st Century’s product from other
competitors in the marketplace, such as niche/specialty markets, geographic focus (urban, coastal, etc.),
enhanced coverages, preferred/standard/non-standard-type business, multi-line offerings, etc.; requested
all data, documents, correspondence, analyses, and exhibits that Applicants provided in response to
CDI Bulletins related to COVID or any other requests from CDI related to COVID from 2020 to the
present; asked what portion of the proposed rate change for comprehensive was due to claims regarding
catalytic converter theft; and asked how the Applications took into account bills AB 1740 and SB 1087
in deriving the rate change. (/bid.)

32. On July 12, 2024, 21st Century responded to Consumer Watchdog’s Requests for
Information. (Request, Exh. C.) Specifically, 21st Century stated that statistically, for frequency, a 12-
point trend selection was an optimal selection for almost all coverages, except for UMBI, which still
had 12-point as the second-best selection, and as for severity, 12-point also performed well as a
reasonable selection, with R2 being better than average for 5 out of 7 major coverages, and significant
(>40%) for 6 out of 7 coverages, and that altogether, a 12-point trend selection outperformed all the
other selections, and that as for premium trend, the difference between each trend was immaterial and
12-point selection was also reasonable in terms of R2, so Applicants selected 12-point to be consistent
with loss trend, and that historically, to avoid being inconsistent and only selecting favorable trends for
the company, Applicants had been using a 12-point trend exclusively for all their coverages for all
filings since 2018, and that in their last approved rate filing, for Medical Payments, they took a 48.6%
rate decrease even though they could justify a lesser rate decrease with another trend selection so that
they could maintain that consistency; stated that for their program, DCCE as a percentage of Loss was

small (~1%) and highly volatile, with highly leveraged development factors, especially for the last
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accident year, and due to this, developing Loss and DCCE together was more stable and a better
approximation of ultimate, and Applicants had been developing Loss and DCCE together for BI and
other coverages in past California rate filings dating back to 2016; claimed that for long-tailed
coverages like BI and UM, the development factors were very volatile, large, and leveraged for paid
loss, whereas an incurred development method was more stable and accurate, and in addition, the
incurred method included the best estimate of Applicants’ claim adjusters’ pick for each claim, while
the paid method didn’t fully capture the increase in the number of complicated and higher severity
claims they received in recent years that took longer to settle, resulting in an underestimation in paid
method and thus a large difference between the paid and incurred development, and that as these
forementioned complicated claims developed, paid ultimate would gradually catch up to the incurred
and thus close the gap, for example, in the last filing with data as of 20224, 20224 BI incurred ultimate
was $75.1M and paid ultimate was $64.1M, while in the current filing with data as of 20234, 20224 BI
incurred ultimate was $75.3M and paid ultimate was $71.5M, and moreover, Applicants’ internal
reserving BI ultimate for 20224 had ultimates even higher than $75.3M, and thus the incurred approach
was closer than paid in the CDI template, and finally, incurred development was also consistent with
Applicants’ previous rate filings; stated that loss development in the Applications was done using the
prior approval template provided by the CDI, and the development triangles were annual with ten years
of historical data, and they could either use paid or incurred methods to develop ultimate losses, and
reserving loss development was done using Applicants’ internal reserving process by the reserving
team that operated independently from the product and pricing teams, and the development triangles
were quarterly with data since 2010, and the reserving team considered various methods in addition to
paid or incurred, such as the Bornhuetter-Ferguson method and the Frequency/Severity development
method, and collaborated with the Claims team in selecting the most appropriate ultimate for each
quarter of the last seven years; stated that the efficiency standard in the filed rate template, which was
consistent with Applicants’ prior filings, utilized a marketing distribution system mix for 21st Century
Insurance Company and 21st Century Casualty Company combined that was 90.1% Captive, 7.8%
Direct, and 2.1% Independent, and the weights were based on Applicants’ 2023 Earned premium by the
following marketing systems: (1) Captive included policies bound through captive employee agents; (2)

Direct included policies bound on the website; and (3) Independent included policies bound through
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digital agents with embedded distribution channels; claimed that items that comprised advertising
spend were evaluated to determine: (1) if they were aimed at obtaining business for a specific insuring
entity; and (2) if they provided consumers with information relevant to purchasing an insurance
product, and items that met both qualifications were categorized as non-institutional advertising, while
all other items were categorized as institutional advertising, and total advertising spend decreased
50.1% from 2021 to 2023, and institutional advertising spend for the same period decreased 24%, and
that institutional advertising spend was driven by sponsorships; stated that examples of non-
institutional advertising included sponsorships and branded items; stated that the Applications reflected
Applicants’ current rate need and they had continued to monitor the rate adequacy of their book and
their experience continued to deteriorate, and the indication was driven in part by the residual rate need
that accumulated after the submission of Applicants’ last rate filing, paired with loss cost trends that
remained elevated, and supporting exhibits with details on the loss distribution by coverage and years,
and currently, due to technical limitations, they could not analyze losses by cause of loss, and the most
granular level Applicants analyzed at was at the coverage level with losses and claim counts; stated that
they were proposing only base rate changes by coverage resulting in an overall rate increase of 18.4%,
which indications were based on the minimum number of years for full credibility or, at most, three
fiscal years with the latest year ending Q4 2023 and included data for both companies in the program,
and that no other changes were being proposed in the filing; provided information about overall rate
changes by coverage; stated that there had been no recent actions or measures taken to address overall
profitability and growth plans apart from rate revisions; stated that there had been no material increase
or decrease in exposures over the last couple of years; stated that there had been no recent actions or
measures taken by Applicants to limit access to their automobile insurance products; stated that they
offered a standard PPA insurance program in California, with policies bound through captive employee
agents, and direct-to-consumer through the internet, and they had recently transitioned to the Toggle®
brand with a refreshed customer experience, and their overall company strategy with writing business
in California was ease of use through advanced digital capabilities, which also enabled sales through
independent digital agents with embedded distribution channels; provided data, documents,
correspondence, analyses, and exhibits that Applicants had provided in response to CDI Bulletins

related to COVID or any other requests from CDI related to COVID from 2020 to the present; and
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stated that their proposed changes for Comprehensive Coverage were based on their overall experience,
and the available data regarding catalytic converter thefts did not have a material impact to their
proposed rate change, but they would continue to monitor and analyze this going forward. (/bid.)

33. On August 12, 2024, Consumer Watchdog circulated its written actuarial rate analysis
and rate templates by coverage to the parties. (Request, Exh. D.) In the analysis, Consumer Watchdog
noted that to evaluate which frequency, severity, and premium trends to select, it analyzed actual and
fitted net Trends numerically and graphically by coverage for each of the possible loss trend bases.
Consumer Watchdog also included a rebuttal of 21st Century’s use of “R-squared” to evaluate each
coverage’s frequency trend, with citations to industry practices and standards, and further justification
for Consumer Watchdog’s own selections. Consumer Watchdog additionally provided justification for
its use of Paid loss development rather than Incurred, and noted that because 21st Century did not
provide any examples of its non-institutional advertising, Consumer Watchdog could not determine the
appropriate percentage of institutional advertising to be used for preparing its rate indications, but for
the sake of preparing such indications, would assume 21st Century’s claimed percentage is appropriate.
Consumer Watchdog’s actuarial analysis indicated a maximum overall rate increase of 12.0% for 21st
Century. (Ibid.)

34. On August 13, 2024, the Department circulated a three-way comparison chart to the
Parties. (Request, Exh. E.) However, Consumer Watchdog pointed out that the CDI was utilizing a
different date for the “CDI Parameters” (which are the CDI’s published values for certain components
in the regulatory ratemaking formula) in its analysis, which resulted in an unreliable comparison. (/bid.)

35.  Acknowledging this discrepancy, the Department requested that Consumer Watchdog
update its own analysis to use the same CDI Parameters date as the Parties.

36. On August 14, 2024, Consumer Watchdog circulated an updated rate analysis and rate
template to the Parties. (Request, Exh. G.) Consumer Watchdog’s analysis using the updated CDI
Parameters indicated a maximum overall rate increase of 13.8% for 21st Century. (/bid.)

37.  Later that day, the Department circulated an updated three-way comparison chart to the
Parties. (Request, Exh. H.) At that time, the CDI’s indication was a maximum overall rate increase of

50.2%.
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38. On August 15, 2024, the Parties held a three-way teleconference. On the call, Consumer
Watchdog’s actuary presented his analysis on each of the issues raised by Consumer Watchdog’s
Petition and as discussed in his written analysis, answering questions from the Parties. At the
conclusion of the call, 21st Century agreed to provide further information supporting its use of incurred
development rather than paid development for the Bodily Injury coverage.

39.  On August 19, 21st Century provided the requested information in support of its
development method for Bodily Injury. (Request, Exh. I.)

40.  On August 27, 2024, after review of the additional Bodily Injury loss data provided by
21st Century, Consumer Watchdog circulated an updated rate analysis and rate template to the Parties.
(Request, Exh. J.) Consumer Watchdog’s updated analysis taking into account this additional
information proposed an overall rate increase of 14.3%. (/bid.)

41. On September 12, 2024, the Department circulated an updated three-way comparison
chart to the Parties. (Request, Exh. K.) At that time, the CDI’s indication was a maximum overall rate
increase of 35.5%. (Ibid.)

42.  However, the Department’s chart did not contain accurate numbers for Consumer
Watchdog’s indication. There was additional clarifying correspondence via email. (Request, Exh. L.)

43.  The Parties agreed to hold a three-way call on September 23 to discuss outstanding
issues and Consumer Watchdog’s proposal to resolve the matter at a 14.3% rate increase.

44. On September 18, counsel for 21st Century sent an encrypted email to the Parties,
offering to settle the matter for a rate increase of 17%.

45. The same day, Consumer Watchdog responded that it would prefer to hold the scheduled
three-way call before responding to 21st Century’s offer. (Request, Exh. M.)

46. On September 23, 2024, the Parties held the three-way call. The Parties agreed to update
their indications to use a new effective date of 11/18/2024, and Consumer Watchdog agreed to update
its analysis for a counteroffer. Sean Ke of 21st Century sent an email to the Parties following the call
memorializing the above. (Request, Exh. N.)

47. On September 24, 2024, Consumer Watchdog circulated an updated rate analysis and
rate template to the Parties. (Request, Exh. O.) Consumer Watchdog’s analysis including the new

effective date indicated a maximum overall rate increase of 15.9% for 21st Century. (/bid.)
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48.  Later that day, 21st Century agreed to Consumer Watchdog’s proposal to resolve the
matter at an increase of 15.9%. 21st Century also agreed to circulate proposed rate increases by
coverage. (Request, Exh. P.)

49. On September 26, 2024, 21st Century circulated its proposed rate increases by coverage.
(Request, Exh. Q.)

50.  Later that day, Consumer Watchdog circulated a set of proposed alternative rate
increases by coverage, which focused on lowering the rate increase for liability coverage. (Request,
Exh. R.)

51. That same day, 21st Century accepted Consumer Watchdog’s proposed increases by
coverage. (Request, Exh. S.)

52. On October 1, 2024, the Parties executed the final Settlement Stipulation (“Stipulation”).
The Parties agreed that an overall rate increase of 15.9%, effective November 18, 2024, complied with
the applicable laws and regulations and results in rates that were not excessive, not inadequate, and not
unfairly discriminatory. (Stipulation, Oct. 1, 2024; Exh. 7 hereto.)

53.  On October 2, 2024, Consumer Watchdog was alerted to the Commissioner’s approval
of the Applications as amended via SERFF to reflect the overall rate increase of 15.9%, pursuant to the
Parties’ Stipulation.

54. On October 7, 2024, pursuant to the terms of the Stipulation, Consumer Watchdog
withdrew its Petition. (Consumer Watchdog’s Notice of Withdrawal of Petition, Oct. 7, 2024; Exh. 8

hereto.)

Executed on October 24, 2024 at Los Angeles, California.

- - B

Benjamin Powell
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EXHIBIT 1a



Consumer Watchdog Time Entries
In the Matter of 21st Century Auto, File No. PA-2024-00006

Pamela Pressley
Date Description Hours Total

review and reply to Ben Armstrong email re petition for hearing issues
(.2); review R Mellino email re same (.1); email B Powell re same (.2);
review issues and email Ben Armstrong re same (.2); review Ben
4/26/24 Armstrong and K Gentile emails re petition for hearing issues (.1) 0.8 $476.00

review and edit petition for hearing, review filing, email to K Gentile,
Ben Armstrong and conference with K Gentile re same (1.6); review

4/29/24 final petition for hearing (.3) 1.9 $1,130.50
review email re ruling granting intervention, review ruling (.2); review
5/9/24 emails re service list (.2) 04 $238.00
review requests for information (RFIs), email Ben Armstrong re same
6/11/24 (.2); review B Powell email re RFIs (.1) 0.3 $178.50
email B Powell re RFls (.1); review and reply to B Powell email (.2);
7/26/24 review emails, calendar (.1) 04 $238.00
8/11/24 email Ben Armstrong and B Powell re rate analysis 0.1 $59.50

review rate analysis (.4); teleconference with B Powell and Ben
Armstrong re same (.3); review B Powell edits to analysis, conference

8/12/24 with B Powell re same (.2) 0.9 $535.50
review L Smith email re 3-way chart (.1); review and email Ben
8/13/24 Armstrong re same (.2) 0.3 $178.50

emails re re