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EDMUND G. BROWN JR.

Attorney General of the State of California

W. DEAN FREEMAN o
FELIX E. LEATHERWOOD . e
Supervising Deputy Attorneys General

ggﬁgﬁ K xg%%ﬁ State Bar No. 77300 ORIGINAL FILED

300 South Spring Street, Suite 1702

Los Angeles, CA 90013 | FEB 05 20
Telephone: (213) 897-2491 ' .
Fax: (213) 897-5775 . LOS ANGELES

SUPERIOR COURT

Attomeys for Applicant
Insurance Commissioner of the State of California

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES

INSURANCE COMMISSIONER OF THE STATE CASE NO.: BS 075685 N

OF CALIFORNIA, "N
Applicant, | NOTICE OF ERRATA = |
V. Date: n/a |
Time:
PAULA INSURANCE COMPANY, Dept: 85

_ Judge: Dzintra 1. Janavs
Respondent.

TO ALL INTERESTED PARTIES AND TO THEIR ATTORNEYS OF RECORD:

PLEASE TAKE NOTICE that the Status Report served on all interested parties on
January 29, 2007, through surprise and inadvertence did not include the Financial Statements of
Paula Insurance Company in Liquidation as of September 30, 2006 (the “Financial Statement”)

as an attachment thereto. As such, the Financial Statement is hereto attached.

NOTICE OF ERRATA
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Dated: January 29, 2007

60194129.wpd
LA2002CV0579

EDMUND G. BROWN JR.

Attorney General of the State of California
W.DEAN FREEMAN

FELIX E. LEATHERWOOD

Supervising Deputy Attorneys General
MARLA K. MARKMAN

Deputy Attorney General

Wi Wil

By: MARLA K. MARKMAN
Deputy Attorney General

Attorneys for Applicant
Insurance Commissioner
of the State of California

NOTICE OF ERRATA
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INSURANCE COMMISSIONER OF THE STATE OF CALIFORNIA
CONSERVATION & LIQUIDATION OFFICE

" FINANCIAL STATEMENTS OF

. PAULA Insurance Company in Liquidation
As of September 30, 2006

(Prepared on a Liquidation Basis of Accounting)

INDEX
Statement of Changes in Net Assets , Page 1
Statement of Assets and Liabilities Page 2
Statement of Revenues and Expenses Page 3

Date of Conservation: 4/26/2002
Date of Liquidation: 6/21/2002
Date of Report: 9/30/2006
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INSURANCE COMMISSIONER OF THE STATE OF CALIFO/F{NIA

PAULA Insurance Company in Liquidation

STATEMENT OF ASSETS AND LIABILITIES OF ESTATE IN LIQUIDATION
As of September 30, 2006

(Liquidation Basis of Accounting)

At Conservation From date of

Conservation to Change
04/26/02 09/30/06
ASSETS
Participation in pooled investments, at market:

Unrestricted $ ' - 60,833,783 $ 60,833,783
Accrued investment income 476,016 306,151 (169,865)
Statutory deposits held by states - 109,773 109,773
Other Invested assets 83,325,986 - (83,325,986)
Recoverable from reinsurers 11,168,965 3,953,176 (7,215,789)
Salvage & subrogation recoveries - 69,030 69,030
Premium balances - 470,077 470,077
Receivable from Affiliates 32,857 251,830 218,973
Accounts Receivables 13,910,555 - (13,910,555)
Other Receivables 912 23,213 22,301
Property and equipment (net of accumulated dep 1,934,092 - (1,934,092)
Prepaid Expenses 255,428 60,485 (194,943)
Other Deposits 732,384 446,192 (286,192)
Other assets 3,190,225 - (3,190,225)

Total assets 115,027,422 66,523,710 (48,503,711)
LIABILITIES
Secured claims 62,966 1,395,619 1,332,653
Administrative expenses (Class 1) - 555,327 555,327
Policyholders and Guaranty Associations (Class 128,064,200 293,879,751 165,815,551
Advances to Guaranty associations - (71,805,378) (71,805,378)
Premium Tax Claims having preference (Class 3 335,820 450,051 114,231
All other claims (Class 7) 4,817,401 5,415,595 598,194

Total liabilities 133,280,387 229,890,965 96,610,578

Net excess (deficiency) in assets

(18,252,965) $

(163,367,255)

$ (145,114,290)
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INSURANCE JMMISSIONER OF THE STATE O JALIFORNIA

CONSERVATION & LIQUIDATION OFFICE

PAULA Insurance Company in Liquidation

STATEMENT OF REVENUES AND EXPENSES
As of September 30, 2006

(Liguidation Basis of Accounting)

Year to-date

From date of
Conservation to

09/30/06 09/30/06
Revenues:
Premium income, net of adjustments to unearned pfemium reserves $ (81,073) $ 2,793,965
Salvage and subrogation recoveries 530,673 3,963,366
Net investment income 4,210,405 9,402,784
Fees collected 15 19,602
Other income - 804,090
Total revenues 4,660,020 16,983,808
Expenses:
Claims expenses:
Incurred losses and loss adjustment expenses 27,035,518 147,582,253
Other claims expenses - -
Total claims expense 27,035,518 147,582,253
Operating expenses:
General and administrative expenses 139,695 4,755,503
Bad Debt Expense 1,507,003 3,065,415
Professional fees 82,837 1,360,210
Legal fees 3,641 257,280
Property management - 54
Depreciation & amortization expense 4,339 123,971
Allocated expenses 361,914 3,233,257
Revaluation of assets net of gains/(losses) on sales - 1,687,068
Other expenses- - 33,087
Total operating expenses 2,090,429 14,515,844
Total expenses 29,134,947 162,098,098
Excess (deficiency) of revenue over expenses
before federal income taxes (24,474,927) (145,114,290)

Excess (deficiency) of revenue over expenses

Page 3

$ (24,474,927)

$ (145,114,290)




DECLARATION OF SERVICE BY U.S. MAIL

Case Name: INSURANCE COMMISSIONER OF THE STATE OF CALIFORNIA v.
PAULA INSURANCE COMPANY

No.: BS 075685

I declare:

I am employed in the Office of the Attorney General, which is the office of a member of the
California State Bar which member's direction this service is made. I am 18 years of age and
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 February 5. 2007, I served the attached NOTICE OF ERRATA 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 300 South Spring Street, Los Angeles,
California 90013-1230, addressed as follows:

SEE ATTACHED SERVICE LIST

I declare under penalty of perjury under the laws of the State of California the foregoing is true
and correct and that this declaration was executed on February 5, 2007, at Los Angeles,
California.

John R. Huetteman :j O l/{/,_ IJMM«/??/—/

Declarant Signature

60048359.wpd



SERVICE LIST

BS 075685

INSURANCE COMMISSIONER OF THE STATE OF CALIFORNIA v. PAULA INSURANCE

Deborah S. Maddocks

Vice President-Finance
Paula Financial

87 E. Green Street, Suite 206
Pasadena, California 91105

Darlene Gilbert

Bank of America
NMI-101-06-01; Third Floor
Albuquerque, NM 87125-0500

Gwen Fiorito

Bank of America

2049 Century Park East, 2nd Floor
Los Angeles, CA 90067-3241

Chip Clark

Investment Managers, General RE
12707 High Bluff Drive, Suite 200
San Diego, CA 92130

Tim Palmer

Wells Fargo Bank

333 South Grand Avenue, 3rd Floor
Los Angeles, CA 90071

Lawrence E. Mulryan
Executive Director

California Insurance Guarantee
Association

700 N. Brand Blvd. #1400
Glendale, California 91203

COMPANY

Jeff Snider

Chairman & CEO

Paula Financial

87 E. Green Street, Suite 206
Pasadena, California 91105

Jennifer Smith

Bank of America

901 Main Street, 7th Floor
Dallas, TX 75202

Donna King

Bank of New York

Western Trust Company

700 South Flower Street, 2nd Floor
Los Angeles, CA 90017

Jerry McDermott

United California Bank
601 South Figueroa Street
Los Angeles, CA 90017

Julie Durham
29 W. Loma Alta Drive
Altadena, CA 91001

Jeanne M. Jorgensen, Esq.

Allen Watkins Leck Gamble & Mallory LLP
1900 Main Street, 5th Floor

Irvine, CA 92614
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Steven C. Strong

Senior Attorney

Qwest Services Corp.

1801 California Street, 49th Floor
Denver, Colorado 80202

C. Guerry Collins, Esq.
Lord, Bissell & Brooks

300 South Grand Avenue, 8" Floor

Los Angeles, CA 90071

60048357

Evan Smiley, Esq.

Albert, Weiland & Golden LLP
650 Town Center Drive, Suite 950
Costa Mesa, California 92626
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EDMUND G. BROWN JR.
Attorney General of the State of California
W.DEAN FREEMAN

FELIX E. LEATHERWOOD OEIOT™I Ay o
Supervising Deputy Attorneys General Kilze] gz%&: I gg;g E}
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Deputy Attomey General ENZg 20m
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Attorneys for Applicant

Insurance Comrmissioner of the State of California

SUPERIOR COURT OF THE STATE OF CALIFORNIA
FOR THE COUNTY OF LOS ANGELES

et .

231

- INSURANCE COMMISSIONER OF THE STATE CASE NO.: BS 075685

OF CALIFORNIA,
Applicant, | STATUS REPORT
V. Date: n/a
Time: .
PAULA INSURANCE COMPANY, Dept: 85

Judge: Dzintra I Janavs
Respondent,

‘Steve Poizner, Insurance Commissioner of the State of California ("Commissioner™), in

his capacity as Liquidator of PAULA Insurance Company ("PAULA"), submits this third S_téfus

Report to inform the Court of estate matters.

INTRODUCTION

PAULA, an msurance comparty domiciled in California, was hcensed to Wnte disablhty,

:_:hablhty, and Workers compensation classes of insurance. By orders of thls Court PAULA was

};piaced into conservation on Apnl 26 2002 and into liquidation on June 21 2()02

a8

w
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" 'cover ali workers ccmpensatlon clazms

Atthe time of PAULA's liquidation, there were approximately 8;700 workers' compensation policies
in force, Upon this Cour’t’s Liquidation Order and a ﬁnding of PAULA's insolvency, the insurance
guarantee association ("IGA”) in each state m wh1 ch PAULA 1ssued pc;hcz es became rasponsﬂale for
admlnistenng (rev1ew1ng, approvmg, paymg) cfa::ms of said state s reszdents

The Comm:ssmner submxtted h’lS ﬁrat Status Report regarding PAULA to this Court on
_.May 22, 2003 and the second Status Report on July 14, 2004,

CLAIMS

‘Thete are approxzmately 900 Proofs of Ciaxm ("POC") (Class 2/1GA clalms) whlch remam

ﬁto be adjusted The Cormmssmner has stavted the process ()f ad;ustmg the POCs that were timeiv

. returned

The Commmsxoner has determmed that there wa be msufﬁcmnt assets to ailow for a
;dzsmbutlon to generai creditors The total amount claamed by general credltors is approxzmately
.$30 7 rmlhon Accordmgly, in July 2006 the Comrmssaoner malled “no asset“ Ietters to the general.

credltor claxmants

The Comm1s51oner does not antzc;pate any sz gmﬁcant Class 2 11ablhty other than the IGA

COLL TIONS

'I'hf: Comm1sszoner contmues to engage the Servmes ofa coilecnon agency and collect:on '

|l counsel to recover unpazd premmms owed to PAULA

For the pSI‘iOd startmg June 2002 (qumdatlon da’se), to September 30 2006 the total

amount collected through the Commissm_ " "‘r s col ectlon efforts was apprommately $2 4 mﬁhon

PAJ’JLA’S)= Statement of Assets and Laablhtxes as of September 30 2{)06 1s appended

nne eﬁczency)
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The largest claim ($293.9 million) against PAULA's assets is from Class 2 claimants

(pursuant to Insurance Code Section 1033(a)_ @) how_ever, that is slightly offset by the $71.8

‘million the Commissioner released to various IGAs, .

R-EINSURANCE
PAULA had three mam remsurance contracts at the time of hqmdat:on The

Commlssmner suecessfully negouated and compieted oommutatmn agreements withtwoof the three

reinsurers.

Everest Remsurance Company (”Everest Re") 1§ the sole remammg remsurer that has not

‘5 commuted its remsurance contract thh PAULA From the date of lzquzdatwn to September 30

2006 the Commlssaoner bzlled and collccted $9 4 mﬂhon from Everest Re whﬁe he conourrentiy

':pursued a commutatzon agteemerxt thh the remsurer

The Com:mssmner submatted muitzple carmnutation pmposals to Everest Re, but has yet

‘to receive a reasonable ceunterproposai The Comrmssmners }atest proposal IS for a $4 Imlhon '

-_settfement to conclude alI known and unknown habzhtaes Smce 1t appears that cemmutatzon is not

_‘current whﬁe also contmumg to pursue a commutatmn agreement

ADMINISTRATION
A, Bxstrlbutmn ef Assets : _
The Insurance Commzsmoner is contempiatmg an mtemn d1strxbutzon of assets to ail '

approved Class 2/ clmmants but has not’ yet determmed the appropnate dxstrzbutmn percentage for

each clazmant Once the d1str1but10n percentage is calcuiated the Commmsmner wﬁi ﬁIe the

:appropraate motxon seekmg thIS Couxt’s approval fer dmtnbutwn -

eviate 1ts CI‘iS!S by a iegislanve solutmn in 2004.




)

104
1l
120
134
>

22

=l - T - L

3
l

The Alaska IGA made all scheduled interest payments in accordance with the terms of the

loan agreement. In December 2003, the principal balaﬁce_of the loan was repaid in full,

Dated: Iaﬁuary 29, 2007

60189420, wpd
" || LA2002CV0579
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EDMUND .G, BROWN JR.

Attorney General of the State of California
W, DEAN FREEMAN _

FELIX E. LEATHERWOOD
Supervising Deputy Attorneys General
MARLA K. MARKMAN

Deputy Attom_ey G_e_n_er__ai

By: MARLA K MARI&MAN
Deputy Attomey Generai
Attomeys for Apphcant

Insurance Commmsxone:r
of the State of Cahforma

|| STATUSREPORT




DECLARATION ()'F SE‘RVIC‘E BY U.S, MAIL

Case Name: INSURANCE COMMISSIQNER OF THE. STATE OF CALIFORNIA v.
PAULA IN SUMCE C()MPANY

No.: - BS 075685
I.dédlare'
I: am employed in the Office of the Attomey General, which is the office of a. member otf the

California State Bar which member s direction this service is made. I am 18 years of age. and.
older and not a party to this 1 ma, ter.: I am fa:rmhar w1th the busmess pract'ce at the Ofﬁce of the

90013 1230 addressed as foilews
SEE ATTACHED SERVICE LIST

I_deciare under penalty of pergury under the 1aws of thc State of Cahfemxa the foregomg is tmc _
! rrect and that this declaratlon was executed on January 29 2007 at Los Angeles, .
_ Cahfamxa '

John R. Huetteman \ Loy
Declarant - M. Slgnature

60048359 wpd



SERVICE LIST

BS 07 5685 :

INSURANCE COMMISSIONER OF THE STATE GF CALIFORNIA v. PAULA INSURANCE
COMPANY

De’oér’ah S Maddocks 3 eff Smder

Vice Pres;dent—Fmance Chairman & CEO

Pauia Financial
87 E Green Street Suife 206
Pasadena, Cahfomla 91105

: :Dariefne Gﬂbert

Bank of _Amf'nca
NM 101-06-01; Thlrd Floor -
Aibuquerque, NM. 87125 0500

Gwen FlOI’ItO

Bank of Amenca

2049 Century Park East, 2nd Floor
Los Angeies, CA 90067-3241

' -Chlp Clark

Investment Managers General RE
- gh Bluff Drive, Smte 200
San.D;ego CA 92130

T1m Palmer '
Wells Fargo Bank.

- 333 South Grand Avenue 3rd Floor
.Los Angeles CA 90071 '

Pauia Fmanczal
87 E. Green Street Suite 206
Pasadena, Cahforma 91 105

-'901 Mam Street 7th Floor

Dallas, TX 75202

Donna ng

Bank of New York .
Westem Trust Company
700 South Flower Street, 2nd Floor:

Los Angeles, CA 90017 -

_:fuhe‘burham
29W.Loma AIta Dnve
Altadena CA 91 OOZ

e ""rgensen, Esq
Leck Gambie & Ma}iory LLP




Steven C. Strong

Semor Atto ] ey_

1801 Cahfcrﬁié Street 49th Floor
Denver, Colorado 80202

C. 'Gu'érryﬁbﬂ'ms, Esq.

Lord, BlSSGH & Brooks

300:South Grand Avenue, 8" Floor
'Los Angeles CA 90071

" 00483ST

Evan Smﬁey, Bsq.

Aibcrt Weiland & Golden LLP
650 Town Center Dnve Suite 950
Cos’ea Mesa, Cahforma 92626



