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1515 Clay Street, 20th Floor
P.O. Box 70550
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Attorneys for Applicant Insurance Commissioner of

the State of California

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN FRANCISCO

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA,

Applicant,

HIH AMERICA COMPENSATION &
LIABILITY INSURANCE COMPANY, a
California domiciled insurance company,

Respondent.

Reservation No. 120314-03
Case No. CPF-01-320049

NOTICE OF HEARING ON
APPLICATION FOR ORDER
APPROVING PAYMENT OF
COMMISSIONER’S ADMINISTRATIVE
EXPENSES IN CONSERVATION AND
LIQUIDATION OF INSOLVENT .
INSURER

Date: January 28, 2015

Time: 9:30 a.m.

Dept: 302

Judge: Hon. Emest H. Goldsmith

TO ALL INTERESTED PARTIES AND THEIR ATTORNEYS OF RECORD:

PLEASE TAKE NOTICE that on January 28, 2015, at 9:30 a.m. or as soon thereafier as the

matter may be heard in Department 302 of the San Francisco Superior Court, the Insurance

Commissioner of the State of California (“Commissioner”), in his capacity as conservator and

liquidator of HIH America Compensation & Liability Insurance Company (“HIH America”), will

and hereby does apply to the Court for an Order approving payment of the Commissioner’s
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admirﬁstrative expenses in the total amount of $17,944,625 incurred and paid as part of the HIH
America conservation and liquidation through June 30, 2014. |

The Application is made pursuant to Insurance Code sections 736, 1035, 1036 and 1037,
which authorize the Commissioner to pay expenses incurred in the administration of insolvent |
insurers, including the compensation of attorneys, pursuant to court approval. This Application

will be based on the Application and declaration of Raymond J. Minehan filed in support thereof.

Dated: /2 / 5t / 20/ ﬁ‘/ . Respectfully Submitted,

KAMALA D. HARRIS

Attorney General of California

JoyCE E. HEE '
Supervising Deputy Attorney General

DAVID LEW.

Deputy Attorney General.

Attorneys for Applicant Insurance
Commissioner of the State of California

SF2001CV0406
90394534.doc
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KAMALA D. HARRIS
Attorney General of California
Joyce E. HEE
Supervising Deputy Attorney General
DAVID LEW _
Deputy Attorney General
State Bar No. 77186 -
1515 Clay Street, 20th Floor
P.O. Box 70550
Oakland, CA 94612-0550
Telephone: (510) 622-2225
Fax: (510) 622-2270
E-mail: David.Lew@doj.ca.gov
Attorneys for Applicant Insurance Commissioner of
the State of California

SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SAN FRANCISCO

INSURANCE COMMISSIONER OF THE | Reservation No. 120314-03

STATE OF CALIFORNIA,
, : ‘ Case No. CPF-01-320049

Applicant,

APPLICATION FOR ORDER

V. APPROVING PAYMENT OF

COMMISSIONER’S ADMINISTRATIVE

EXPENSES IN CONSERVATION AND

HIH AMERICA COMPENSATION & LIQUIDATION OF INSOLVENT

LIABILITY INSURANCE COMPANY, a INSURER '

California domiciled insurance company,

Date: January 28, 2015
Respondent. | Time: . 9:30 a.m.

Dept: 302

Judge: Hon. Emest H. Goldsmith

INTRODUCTION AND FACTUAL BACKGROUND
The Insurance Commissioner of the State of California (Commissioner), in his capacity as
the court-appointed liquidator of HIH America Compensation & Liability Insurance Company
(HIH America), applies to this Court for an order approving the Commissioner’s administrative

costs and expenses, including state agency attorney fees, in the total amount of $17,944,625,

;
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incurred and paid as part of the conservation and liquidation of the insolvent HIH America estate
duﬁng the time period of March 30, 2001 through June 30, 2014.

. HIH America, a property and casualty insurer domiciled in Cal.lifomia, was licensed to
transact workers” compensation insurance in the following states: Califomié, Arizona, Colorado,
Florida, Illinois, Indiana, lowa, Kentucky, Michigan, Missouri, Nebraska, Nevéda, Oregon, South
Dakota, Texas, Utah and Wisconsin. HIH America was placed into conservation by this Court on
March 30, 2001, and into liquidation on May 8, 2001. The Commissioner was appointed as the
liquidator of the insolvent HIH America estate and ordered to wind up the affairs of the company.
As aresult of this Cour;’s order and finding of insolvency,.the insurance guaranty associations (or
IGAs) for each state in which HIH America transacted insurance became responsible for paying
the claims of that state’s residents. In turﬁ, the IGA of each affected state filed a claim against the
HIH America estate. (Such claims are cohsiciered “Class 2” claims, arising under Insurance Code
section 1033, subdivision (2)(2).)’

As the .liquidator of HIH America, the Commissioner’s primary responsibilities are to
collect and marshal all of the insolvent estate’s available assets, to manage the company for the
benefit of its policyholders, shareholders, creditors, and employees, and to prepare and execute a
plan for the company’s orderly winding down. (§ 1037.) To achieve these goals, the
Commissioner, through his Conservation and Liquidation Office (CLO), has appointed deputy
conservators and assistants, utilized facilities and ihformation technology and contracted with
vendors and professionals. -

The payment of expenses incurred in administering the HIH America estate is governed by
sections 1035 and 1036. Section 1035 authorizes the Commissioner to pay the salaries of the
special deputies and employees and all other expenses necessary to carry out the functions of the
management of an insolvent insurer. Section 1036 further empowers the Commissioner to |
employ and compensate legal counsel to advise him on estate business, and to prosecute and

defend actions on behalf of the estate. The expenses incurred for these purposes are entitled to

! Unless otherwise indicated, all statutory references are to the Insurance Code.
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Class 1 priority status over and above all other expenses of the estate pursuant to section 1033,
subdivision (a)(1).

The total amount of administrative expenses, or Operating Expenses, of $17,944,625

‘incurred between March 30, 2001 and June 30, 2014, for whieh the Commissioner is seeking

court approval for payment, is comprised of two general categories: (1) Direct Administrative
Expenses and (2) Allocated Expenses. (See Declaration of Ray I\/linehan in Support of
Application fo’r Order Approving Payment of Commissioner’s AMstrative Expensesin
Conservation zlind Liquidation of Insolvent Insurer (“Minehan Declaration ) at 6 & Exh. A)
CATEGORY ONE: DIRECT ADMINISTRATIVE EXPENSES

Direct Administrative Expehsesare expenses charged directly to the estate and consist of
costs from four separate categories: (1) Legal Expenses; (2) Consultants and Contractors; (3)
Compensation and Beneﬁts; and (4) Office Expenses.' Direct Administrative Expenses do not
include expenses incurred by work performed by CLO employees, which are separately treated as
Allocated Expenses. (Mi.neha‘n Declaration at §7.) ‘

| Legal Expenses
‘ Egal expenses have been incurred by the Commissioner, in his capacity as the conservator

and liquidator of HIH America, in the amount of $1,620,478. (Minehar; Declaration at ] 8 & Ex.
A.) These expenses have been divided into the categories of “DOI [Depaﬁment of Insurance]
Legal,” “DOJ [Department of Justice] Legal,” “Other Legal Expense and “Other Litigation
Expense (Minehan Declaration at § 9.) -

"The category of “DOI Legal” refers to 1egal expenses incuned by work performed by the
legal staff of the California Department of Insurance in connection with the conservation and

liquidation of the HIH America estate. (Minehan Declaration at § 10.)

The category of “DOJ Legal” refers to legal expenses incurred primarily in connection with

litigation work performed by the legai staff of the Attorney General’s Office of the California

Department of Justice for the conservation and liquidation of the HIH America estate. (Minehan

Declaration at § 11.)

-
2
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The category of “Other Legal Expense” refers to legal éxpenses incurred in connection wrch
the retention of outside counsel by the Commissioner. Specifically, the Commissioner retained
Ebsworth and Ebsworth, an Australian law firm, for the purpose of providing legal counsel on
issues relating to two cancellation deeds with reinsurer Hannover Re. Cancellation of the deeds
(treaties) occurred after lengthy negotiaﬁoné with the reinsurer and with HIH America’s parent,
which itself was in liquidation in Australia. The Commissioner’s cancellation of the deeds
resulted in an infusion into the estate of $27,791,544.68. (Minehan Declaration at § 12.)

The category of “Other Litigation Expense” also refers to legal expenses incurred in
connection with the reten’ddn of the law firm of Epstein Turner Weiss to secure a favorable
decision for the Commissioner.in an arbitration involving Superior Access Insurance Services,
Inc., which was the managing general agent for HIH America, for recovery of premium and
premium collection costs, plus attorneys’ fees. - The arbitra_tibn occurred il’\l 2007 and resulted in
the arbitration panel’s issu'mg an award directing Superior Access to pay $1,413,773.43. Superior
Access complied with the arbitration decision and paid the funds to the HIH America estate in -
January 2008. (Minehan Declaration at § 13.)

Consultants and Contractors

Administrative expenées for consultants and contractors have been incurred and paid by the
Commissioner, in his capacity as the conservator and liquidator of HIH America, in the amount of
$3,692,920. (Minehan Declaration at § 14 & Ex. A.)These expenses have been divided into the
categorieé of “Accounting & Auditing,” “Software Contractor Expense,” “Actuarial Expense,”
“Tempdrary Help Expense,” “Other Professional Fees,” and “Tax Consulting and Compliance.”
(Minehan Declaration at{14.)

“Accounting and Auditing” refers to fees paid to the accounting firm of Pricewaterhouse
and the California Dépa.rtment of Finance for financial and tax audits. (Minehan Declaration at §
15)) |

“Software Contractor Expense” refers to fees paid to consultants who managed the

databases for HIH America. (Minehan Declaration at § 16.)
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“Actuarial Expense” refers to fees paid to Milliman USA, Inc. for actuarial studies
performed for the HIH America estate’s reinsurance. (Minehan Declaration at § 17.)

“Temporary Help Expense” refers to compensation paid to temporary employees hired by
the CLO. (Minehan Declaration at § 18.) |

“Other professional fees” includes amounts paid to benefits and employee assistance
companies who assisted former HIH America employees on benefits questions and job
counseling. These fees also include amounts paid for premium audit services and premium
collection services — both tasks inherent in managing a workers’ compensation carrier. (Minehan
Declaration at 1[‘ 19.)

“Tax Consulting and Compliance” refers to amounts paid for the preparation of tax returns
that HIH America is required to file and for tax consultation. (Minehan Declaration at § 20.)
] Compénsation and Benefits

Administrative expenses for compensation and benefits have been incurred and paid by the
Commissioner, in his capacity as the conservator and liquidator of HIH America, in the amount of
$4,037,265. (Minehan Declaration at 21 & Exh. A.) TheseAeXpenses have been divided into the
categories of “Salaries & Wages Expense,” “Payroll Tax Expense,” “Pension Plan Expense,”

“Employee Benefits Expense” and “Training & Education.” This expense category refers to

payroll, vacation accrual, COBRA benefits and other benefits for former emplSyees of HIH

America, who were hired by the Commissioner in the immediate aftermath of the conservation
and early phases of the liquidation of HIH America. (Minehan Declaration at § 22.)
Office Expenses

Administrative expenses for office expenses have been incurred and paid by the
Commissioner, in his capacity as the conservator and liquidator of HIH America, in the amount of
$2,653,999. (Minehan Declaration at § 23 & Ex. A.)These expenses have been divided into the
categories of “Office Rent,” “Storage Rent,” “Record Retrieval” and “General & Admim'stratiye.”
For the most part, these expenses refef to amounts paid for leases and other occupancy costs for
the various HIH America offices prior to the Commissioner’s termination of those leases. The

category of “General and Administrative” expense relates primarily to commissions paid to HIH
5 .
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America agents and brokers for insurance products sold and to state premium taxes. The latter
expenses no longer existed after the year 2003, and the remaining expenses in the category were
fairly nominal. (Minehan Declaration at § 23.) |
CATEGORY TWO: ALLOCATED EXPENSES
Allocated expenses are incfirect CLO administrative expenses that cannot be directly
charged to a specific estate but which were allocated to the HIH America estatée under a formula
based on the ratio of CLO employee hours charged directly to the spéciﬁc estate to total CLO

employee hours charged directly to'all estates. For example, if CLO employees directly charged

1200 hburs to a specific estate and 2,000 hours in total was directly charged to all estates, the

allocation ratio would be 10 percent (200 hours divided by 2,000 total hours). Accordingly, 10
percent of all indirect CLO administrative -expenses that cannot be directly charged to a speciﬁc;
estate would be allocated to that specific estate. (Minehan Declaration at § 24.) ‘

CLO compensation expense is the largest component of expenses that are allocated
(approximately 73 percent of allocated expense). Next is rent for the CLO’s office, which is
about 9 percent. Other expenses that cannot be charged direétly to a specific estate are heaith
insurance, payroll taxes, retirement plan contributions, training, vacation time and CLO meeting
time that is not estate specific. To try to break down all such expenses so they could be allocated
directly would not be economically feasible. (Minehan Declaration at 9 25.)

Thus, Allocated Expenses that have been incurred and paid by the Comniésioner, in his
capacity as the conservator and liquidator of HIH America, total $5,939,962 for the period
beginhing with the conservation of HIH America, through June 30, 2014. (Mineha'm Declaration
at 26 & Exh. A)) These expenses have been divided into the categories of “General Al]ocated
Expenses,” “Afﬁliate.Allocations,” “DOI Aliocated Expenses” and “Allocation of Claims System
admin.” (Minehan Declaration at § 26.)

| General Allocated Expenses

These expenAses, in the amount of $5,787,246, are primarily for compensation to CLO

employees. In addition to salary, the expenses include health insurance, payroll taxes, CLO 457k

contributions, training and non-estate specific meeting time. These expenses also includes CLO
6
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office expenses, including rent, other facilities char‘ges and office expenses. (Minehan
Declaration at § 27.)
Affiliate Allocations

These expenses, in the amount of $29,158, primarily reflect the CLO’é slight modification
to its allocation formula in 2008 that résulted in undercharges in prior years to a number of
insolvent estates, including HIH America. The amount above is the correctiqn of undercharging
HIH America in prior years. (Minehan Declaration at 928)

» DOI Allocated Expénses

These expenses, in the amount of $20,346,) reflect allocated expenses for time spent by an
oversight committee consisting of Deputy Insurance Commissioners from the California
Department of Lnsu;ance to oversee the activities of the CLO. Each state pays for a portion of
these expenses based on an allocated formula. The allocations under this subcategory are not
itemized separately after the year 2008, but are reflected in the total for the subcategory of DOI
Allocated Expenses. (Minehan Declaration at § 29.)

Allocation of Claims System admin

These expenses, in the amount of $103,212, refer to the allocated expense of the GOLD
database claims systems that is shared among all of the estate liquidations being handled by the
Commissioner. (Minehan Declaration at §30.) | -

- CONCLUSION ‘ ‘

WHEREFORE, the Commissioner, as conservator and liquidator of the HIH America
estate, respectfully requests that the Court issue an Order: 7

1.  Approving the Commi;s,sioner’s payment of administrative expenses in‘ the total
amoﬁnt of $17,944,625 for services rendered to the insoivent HIH America estate from March 30,
2001 through June 30, 2014; and |

2. Authorizing the Commissioner to take any and all action nc?cessary to accomplish the

purposes of the order prayed for herein.

7
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Dated: /7-//3 /2/0/}/ ‘ | Respectfully Submitted,

KAMALA D. HARRIS i
Attorney General of California i
JoYCEE. HEE

Supervising Deputy Attorney General

DAVID LEw

Deputy Attorney General

Attorneys for Applicant Insurance
Commissioner of the State of California

SEF2001CV0406
90394483.doc
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KAMALA D. HARRIS
Attorney General of California
JoyceE E. HEE
Supervising Deputy Attorney General -
DAVID LEW
Deputy Attorney General
State Bar No. 77186
1515 Clay Street, 20th Floor
P.O. Box 70550 A
Oakland, CA 94612-0550
Telephone: (510) 622-2225
Fax: (510) 622-2270
E-mail: David.Lew@doj.ca.gov

Attorneys for Applicant Insurance Commissioner of

the State of California '

SUPERIOR COURT OF THE STATE OF CALIFORNIA

COUNTY OF SAN FRANCISCO

INSURANCE COMMISSIONER OF THE
STATE OF CALIFORNIA,

" Applicant,

HIH AMERICA COMPENSATION &
LIABILITY INSURANCE COMPANY, a
California domiciled insurance company,

Respondent.

Reservation No. 120314-03
Case No. CPF-01-320049

DECLARATION OF RAYMOND J.
MINEHAN IN SUPPORT OF
APPLICATION FOR ORDER
APPROVING PAYMENT OF
COMMISSIONER’S ADMINISTRATIVE
EXPENSES IN CONSERVATION AND
LIQUIDATION OF INSOLVENT
INSURER

Date: - January 28, 2015
Time: 9:30 am.
Dept: 302

Judge: Hon. Emest H. Goldsmith

I, Raymond J. Minehan, make this Declaration in San Francisco, California, under penalty

of perjury of the laws of the State of California and declare:

1. Iam the Chief Financial Officer of the California Conservation and Liquidation

Office (CLO) of the California Department of Insurance.

i}
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2. Iam one of the persons who prepares and supervises the preparation by others of my
staff of the regular financial statements 1:0r the CLO as to the insolvent estate of HIH America
Compensation & Liability Insurance Company (HIH America). Ihave over 20 years experience
in the preparafion of financial statements. |

3. I am familiar with the records to which I attest, which are business records of the

-CLO and which were prepared in the regular course of business.

4. lam familiar with the day-to-day operations of the CLO and of the liquidation of the
insolvent estate addressed in this declaration through my position at the CLO.

5. I attach to this declaration, as Exhibit A, a true and correct copy of a statement of
operating expenses incurred and paid by the .Insurance Commissioner (Commissioner) in
connection with the conservation and liquidation of the insolvent HIH America estate from March
30, 2001 through June 30, 2014.

6.  The total amount of administrative expenses, or Operating Expenses, of $17,944,625
incurred in connection with the conservation and liquidation of HIH America between March 30,
2001 and June 30, 2014, is comprised of two general categories: (1) Direct Administrative
Expenses and (2) Allocated Expenses. - |

Direct Administrative Expenses

7.  Direct Administrative Expenses are expenses charged directly to the estate and
consist of costs from four separate categories: (1) Legal Expenses; (2) Consultants and
Contractors; (3) Compensation and Benefits; and (4) Office Expenses. (Direct Administrative

Expenses do not include expenses incurred by work performed by CLO employees, which are

separately treated as Allocated Expenses, which are discussed below.)

8. . For the first separate category of Direct Administrative Expenses, Legal expenses
have been incurred by the Commissioner, in his capacity as the conservator and liquidator of HIH
Axﬁerica, in the amount of $1,620,478.

9.  Legal expenses have been divided into the categories of “DOI [Department of
Insurance] Legal,” “DOJ [Department of Justice] Legal,” “Other Legal Expense” and “Other

Litigation Expense.” .
2
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10. The category of “DOI L¢gal” refers to legal expenses incurred by work performed by
the legal staff of the California Department of Insurance in E:onnection with the conservation and
liquidation of the HTH America estate.

11. The category of “DOJ Legal” refers to legal expenses ingurred primarily in
connection with litigation work performed by the legal staff of the Attorne;theneral’s Office of
the California Department of Justice for the conservation and liquidation of the HIH America
estate. |

12.  The category of “Other Legal Expense” refers to legal expenses incurred in
connection with the retention of outside counsel by the Commissioner. Specifically, the
Commissioner retained Ebsworth and Ebsworth, an Australian law firm, for the purpose of
providing legal counsel on issues relating ico two cancellation deeds with reinsurer Hannover Re.
Cancellation of the deeds (treaties) occurred after lengthy negotiations with the reinsurer and with
HIH America’s parent, which itself was in liquidation in Australia. The Commissioner’s
cancellation of the deeds resulted in an infusion into the estate of $27,791,544.68.

13. The category of “Other Litigation Expense” also refers to legal expenses incurred in
connection with the retention of the law firm of Epstein Turner Weiss to secure a favorable
decision for the Commissioner in an arbitration involving Superior Access Insurance Services,
Inc., which was the managing general agent for HIH America, for recovery of premium and
premium collectiog costs, plus attorneys’ fees. The arbitration occurred in 2007 and resulted in
the arbitration panel’s issuing an award directing Superior Access to pay $1,413,773.43. Superior
Access complied with the arbitration decision and paid the funds to the HTH America estate in
January 2008.

14. For the second separate category of Direct Administrative Expenses, administrative
expenseé for Consultants and Contractors have been incurred and paid by the Commissioner, in

his capacity as the conservator and liquidator of HIH America, in the amount of $3,692,920.

These expenses have been divided into the categories of “Accounting & Auditing,” “Software

Contractor Expense,” “Actuarial Expense,” “Temporary Help Expense,” “Other Professional

Fees,” and “Tax Consulting and Compliance.”

Declaration of Raymond J. Minehan in Support of Application for Order Approving Payment of Commissioner’s
Administration Expenses in Conservation and Liquidation of Insolvent Insurer (Case No. 320049)
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15.  The category of “Accounting and Auditing” refers to fees paid to the accounting firm |
of Pricewaterhouse and the California Department of Finance for'ﬁnancial and tax audits.

16. The category of “Software Contractor Expense” refers to fees paid to consultants who
managed the databases for HIH America. |

17. The category of “Actuarial Expense” refers to fees paid to Milliman USA, Inc. for
actuarial studies performed for the HIH America estate’s reinsurance.

18.  The category of “Temporary Help Expense” refers to cémpensation paid to temporary
employees hired by the CLO.

19. The category of “Other professional fees” includes amounts paid to benefits and
employee assistance companies who assisted former HIH America employees on benefits
questions and job counseling. These fees also include amounts paid for premium audit services
and premium collection services — both tasks inherent in managing a workers’ compensation
carrier. | |

20. The category of “Tax Consulting and Compliance” refers to amounts paid for the
preparation of tax returns that HIH America is required to file and for tax consultation.

21. For the third separate category> of Direct Administrative Expenses, administrative
expenses for Compensation & Benefits have been incurred and paid by the Commissioner, in his
capacity as the conservator and liquidator of HIH America, in the amount of $4,037,265.

22.  These expenses have been divided into the categories of “Salaries & Wages
Expense,” “Payroll Tax Expense,” “Pension Plan Expense,” “Employee Benefits Expense” and
“Training & Education.” This expense category refers to payroll, vacation aécrual, COBRA
benefits and other benefits for former employees of HIH America, who were hired by the
Commissioner in the immediate aftermath of the conservation and early phases of the liquidafion
of HIH America. ’

23. For the fourth separate category of Direct Administrative Expenses, administrative
expenses for Office Expenses have been incurred and paid by the Commissioner, in his capacity
as the conservator and liquidator of HIH America, in the amount of $2,653,999. These expenses-

have been divided into the categories of “Office Rent,”” “Storage Rent,” “Record Retrieval” and
4
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“General & Administrative.” For the most ﬁart, these expenses refer to amounts paid for leases
and other occupancy costs for the various HIH America offices prior to the Commissioner’s
termination of those leases. The category of “General and Administrative” expense relates
primarily to commissions paid to HIH America agents and brokers for insurancé products sold
and to state premium taxes. The latter expenses. no longer existed after the year 2003, and the
remaining expenses in the category were fairly nominal.

Allocated Expenses

24. Allocated expenses are indirect CLO administrative expenses that cannot be directly

charged to a specific estate but which were allocated to the HIH America estate under a formula

based on the ratio of CLO employee hours charged directly to the specific estate to total CLO

- employee hours charged directly to all estates. For example, if éLO employees directly charged

200 hours to a specific estate and 2,000 hours in total was directly charged to all estates, the
allocation ratio would be 10 percent (200 hours divided by 2,000 total hours). Accordingly, 10

percent of all indirect CLO administrative expenses that cannot be directly charged to a specific

“estate would be allocated to that specific estate.

25.  CLO compensation expense is the largest component of expenses that are allocated

(approximately 73 percent of allocated expense). Next is rent for the CLO’s office, which is

‘about 9 percent. Other expenses that cannot be charged directly to a specific estate are health

insurance, payroll taxes, retirement plan contributions, training, vacation time and CLO meeting
time that is not estate specific. To try to break down all such expenses so they could be allocated
directly wonld not be economically feasiblé.

26. Allocated Expenses that have been incurred and paid by the Commissioner, in his
capacity as the conservator and liquidator of HIH America, total $5,939,962 for the peribd
beginning with the conservation of HIH America, through June 30, 2014. These expenses have ‘
been divided into the categories of “General Allocated Expenses,” “Affiliate Alloéations,” “DOI
Allocated Expenses™ and “Allbcation of Claims System admin.”

27. For the first separate category of Allocated Expenses, General Allocated Expenses in

the amount of $5,787,246, have been incurred primarily for compensation to CLO employees. In
5
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addition to salary, the expenses include health insurance, payroil taxes, CLO 457k contributions,
training and non-estate specific meeting time. These expenses also includes CLO office |
ekpensés, inclﬁding rent, other facilities charges and office expenses.

28. . For the second separate category of Allocated Expenses, expenses for Affiliate
Allocations in the amount of $29,158, primarily reflect the CLO’s slight modification to its
allocation formula in 2008 that resulted in undercharges in prior years to é number of insolvent
estates, including HIH America. The amount above is the correction of under charging HIH
America in prior years.

29. For the third separate category of Allocated Expenses, DOI Allocated Expenses in the
amount of $20,346, reflect allocated expenses for time spent by an oversight committee '
consisting of Deputy Insurance Commissioners from the California Department of Insurance to
oversee the activities of the CLO. Each state pays for_a portion of these expenses based on an
éllocated formula. The allocations under this subcategory are not itemized separately after the
year 2008, but are reflected in the total for the subcategory of DOI Allocated Expenses.

30. For the fourth separate category of Allocated Expenses, expenses for Allocation of
Claims System admin in the amount of $103,212, refer to the allocated expense of the GOLD
database claims systems that is shared among all of the estate liquidations being handled by the
Commissioner. |

31. Thave personal knowledge of the events to which I atté;,t, all of which I acquired in
the course of my employment with the CLO. I am over the age of eighteen years and could
competently testify to all of the events to which I attest.

I hereby execute this declaration under penalty of perjury of the states of the State of

California in San Francisco, California, on the ,( g day of 'U/) =./ 2014
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KAMALA D. HARRIS
Attormney General of California
JOYCE E. HEE
Supervising Deputy Attorney General
DAvVID LEW
Deputy Attorney General
State Bar No. 77186
1515 Clay Street, 20th Floor
P.O. Box 70550
Oakland, CA 94612-0550
Telephone: (510) 622-2225
Fax: (510) 622-2270
E-mail: David.Lew@doj.ca.gov
Attorneys for Applicant Insurance Commissioner of
the State of California

SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SAN FRANCISCO

INSURANCE COMMISSIONER OF THE Reservation No. 120314-03
STATE OF CALIFORNIA,
Case No. CPF-01-320049

Applicant,
DECLARATION OF SERVICE
v.
Date: January 28, 2015
Time: 9:30 a.m.
HIH AMERICA COMPENSATION & Dept: 302
LIABILITY INSURANCE COMPANY, a Judge: Hon. Ernest H. Goldsmith

California domiciled insurance company,

Respondent.

SEE ATTACHED.
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DECLARATION OF SERVICE BY U.S. MAIL

Case Name: Insurance Commissioner of the State of Califorhia v. HIH America

Compensation Liability Insurance Company
Case No.: CPF-01-320049

1 de_clare%

I am employed in the Office of the Attorney General, which is the office of a member of the
California State Bar, at which member's direction this service is made. 1am 18 years of age or
older and not a party to this matter. I am familiar with the business practice at the Office of the
Attorney General for collection and processing of correspondence for mailing with the United
States Postal Service. In accordance with that practice, correspondence placed in the internal
mail collection system at the Office of the Attorney General is deposited with the United States
Postal Service that same day in the ordinary course of business.

 On December 4, 2014, I served the followings:

-- NOTICE OF HEARING ON APPLICATION FOR ORDER APPROVING PAYMENT
OF COMMISSIONER’S ADMINISTRATIVE EXPENSES IN CONSERVATION AND
LIQUIDATION OF INSOLVENT INSURER;

--- APPLICATION FOR ORDER APPROVING PAYMENT OF COMMISSIONER'’S

ADMINISTRATIVE EXPENSES IN CONSERVATION AND LIQUIDATION OF
INSOLVENT INSURER; and

-- DECLARATION OF RAYMOND J. MINEHAN IN SUPPORT OF APPLICATION
FOR ORDER APPROVING PAYMENT OF COMMISSIONER’S ADMINISTRATIVE
EXPENSES IN CONSERVATION AND LIQUIDATION OF INSOLVENT INSURER
by placing a true copy thereof enclosed in a sealed envelope with postage thereon fully prepaid,
in the internal mail collection system at the Office of the Attorney General at 1515 Clay Street,
20th Floor, Oakland, CA 94612-0550, addressed as follows:

C. Guerry Collins, Esq.

Conservation and Liquidation Office Locke Lord Bissell & Liddell LLP
P. 0. Box 26894 300 S. Grand Ave., Suite 2600
San Francisco, CA 94126-0894 _ Los Angeles, CA 90071

Jennifer A. Chambers
Department of Insurance - San Francisco
. 45 Fremont Street, 24™ Floor
San Francisco, CA 94105
I declare under penalty of perjury under the laws of the State of California the foregoing is true
and correct and that this declaratlon was executed on December 4, 2014, at Oakland, California.

Sylvia Wu k- D\~

Declarant Signature
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