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I, Ross E. Morrison, do declare and state as follows: 

1. I am counsel with the law firm of BuckleySandler LLP, counsel for Defendant 

Balboa Insurance Company (“Balboa”) in the above-captioned action.  I make this declaration in 

support of Balboa’s Motion to Dismiss the First Amended Adversary Complaint. 

2. Attached hereto as Exhibit 1 is a true and correct copy of the Declaration of Kurt 

Petersen in Support of the Motion of Defendants Balboa Insurance Company, Meritplan 

Insurance Company, and Newport Management Corporation’s to Dismiss the Second Amended 

Complaint, and Exhibit C to that Declaration, which were filed in Rothstein v. GMAC Mortgage 

LLC, et al., 12 Civ. 3412 (AJN) (S.D.N.Y.), on  February 25, 2013 (ECF No. 45-3).  

3. Attached hereto as Exhibit 2 is a true and correct copy of Exhibit B to Defendant 

Balboa Insurance Company’s Motion to Dismiss the Second Amended Class Action Complaint, 

filed in Hall v. Bank of America, et al, No. 12-22700-CIV-FAM (S.D. Fla.), on April 19, 2013 

(ECF No. 190-2). 

Dated:  June 6, 2013 
  New York, New York 

 

 

Respectfully submitted, 

 
By: /s/ Ross E. Morrison  

Ross E. Morrison 
1133 Avenue of the Americas 
Suite 3100 
New York, New York 10036 
Telephone: 212.600.2315 
Facsimile: 212.600.2405 
rmorrison@buckleysandler.com 
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BALBOA INSURANCE GROUP (BIG) 
LENDER PLACED REAL PROPERTY PROGRAMS 

RATE MODIFICATION PROCEDURES

1. Summary 

Every risk, defined as the named insured lender, eligible for rate modification rating shall undergo a 
schedule rating and experience rating review at least annually in accordance with these procedures.   

2. Eligibility 

Each insured which pays annual premium of at least $5,000 per state must undergo rate modification 
review pursuant to these procedures.  Insureds must have at least three years of credible and justifiable 
experience to qualify for experience rating. 

3. Timing 

Rate modification shall occur, subject to applicable state law, upon a substantial change to one or more 
insured risk characteristic. 

4. Records 

A copy of each signed and dated Schedule Rating Worksheet will be maintained in the insured’s 
underwriting/master policy file, and shall include a copy of the completed Schedule Rating Review 
Guidelines and any additional supporting documentation or narrative discussion.  Electronic copies of 
signed worksheets are acceptable for record keeping purposes.  Schedule rating records shall be 
maintained as “underwriting documentation” in accordance with the adopted company record retention 
schedule and in compliance with applicable state law. 

5. Experience Rating 

The experience rating modification must be determined using the latest available three years experience 
for each eligible insured pursuant to the following procedures: 

a. BIG will determine the actual ratio of losses and ALAE for the insured by dividing the 
aggregate losses and allocated loss adjustment expenses incurred for that insured, wherever 
written, over the experience rating period by the actual manual premium for the same period. 

b. BIG shall determine the expected ratio of losses and ALAE for the insured using the following 
formula:  Expected Loss Ratio = 1-commissions-other acquisition-general expenses-taxes, licenses 
and fees-underwriting profit and contingencies-reinsurance-ULAE.

c. The initial experience rating modification factor is determined by dividing the actual ratio for 
the insured by the expected ratio. 
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d. The credible experience rating modification is determined by applying a credibility factor from 
the following table to the initial experience rating modification debit or credit: 

Annual Premium Credibility Factor 
$5,000 to $500,000 0.5 
$500,001 to $1,000,000 0.6 
$1,000,001 to $1,500,000 0.7 
$1,500,001 to $2,500,000 0.8 
$2,500,001 to $5,000,000 0.9 
Greater than $5,000,000 1.00 

The credible experience rating modification is determined as follows, rounded to three decimal 
places:

  Credible Exp. Rating Factor = (Initial Exp. Rating Factor – 1) * Credibility Factor  

e. The final experience rating modification factor is determined by applying any necessary off-
balance factor to the credible experience rating factor. 

6. Schedule Rating  

The BIG representative responsible for schedule rating shall perform the following: 

a. BIG shall perform a preliminary schedule rating review for each insured and in each 
jurisdiction where the company provides insurance. 

1. If the preliminary schedule rating review is to be performed by an internal  
authorized company representative, that person shall consult the Schedule 
Rating Review Guidelines (RM-APP-1) to determine both insured specific rate 
characteristics and jurisdiction specific rate characteristics. 

2. If the preliminary review is performed by an external authorized BIG 
representative, such as a general agent, that party shall consult the Schedule 
Rating Review Guidelines and forward the resulting work product to the 
company. 

 The person applying the Schedule Rating Review Guidelines, whether an internal or external 
authorized BIG representative, shall coordinate the review with the lender to gather relevant 
information.

b. Using the results of the Schedule Rating Review Guidelines, BIG, or its authorized designee, 
must complete a Schedule Rating Worksheet (RM-APP-2) for each insured and for each 
jurisdiction where that insured is covered.  A Schedule Rating Worksheet shall be completed 
even if the total debit/credit for a particular insured in a particular jurisdiction is 0%. 

c. If insufficient information exists to assess a particular risk characteristic, the lack of 
information shall be noted on the Schedule Rating Review Guidelines and the default score 
of 0% shall be entered on the Schedule Rating Worksheet. 

d. The Schedule Rating Review Guidelines must include a written description for the basis of 
the each risk characteristic score, even scores of 0%, and, if available, the company must 
attach written documentation supporting each risk characteristic score. 
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e. For each insured, the insured specific risk characteristic credits/debits must be identical for 
each completed Schedule Rating Worksheet; however, the jurisdiction specific characteristics 
may, but are not required to, vary from state to state for that insured. 

f. Where individual risk characteristics require a deviation from the Schedule Rating Review 
Guidelines, the authorized BIG representative must obtain documentation supporting the 
deviation, if available, or provide a narrative description of the basis for the deviation.  Any 
deviation from the Schedule Rating Review Guidelines requires review and approval by the 
senior product manager and an actuary, which approval will be memorialized on the 
completed Schedule Rating Review Guidelines. 

g. The authorized BIG representative shall sign and date each completed Schedule Rating 
Worksheet.  Electronic signatures may be used, and BIG may maintain electronic copies of 
schedule rating materials. 

7. Application of Schedule Rating and Experience Rating Factors 

The maximum debits/credits for schedule rating, experience rating, and total rate modification for each 
state are set forth in the Section 8.  The total rate modification factor, used to confirm compliance with 
applicable limits, is determined as follows: 

 Total rate modification factor = [(1 + Schedule Rating Factor) * (1 + Experience Rating Factor)] – 1 

If a factor or a combination of factors exceed the applicable limit(s), the factor or factors shall be adjusted 
to equal the limit. 

All rate modifications apply in a multiplicative fashion, and the modified rate is determined as follows: 

Modified Rate = Base rate * (1+ Total rate modification factor) 

8. State Specific Requirements/Conditions 

The following only apply to the states identified: 

New Hampshire

The following limitations apply: 

a) total schedule rating factor may not exceed +/-40% 
b) total rate modification factor may not exceed +/-40% 
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BALBOA INSURANCE GROUP 

Lender Placed Real Property 
Schedule Rating Review Guidelines

These guidelines set forth the general standards to be used to determine the applicable individual risk 
premium modification and support the total credits/debits applied to each eligible insured.  Where 
deviation from the general guidelines is warranted, the company representative preparing the Schedule 
Rating Worksheet shall provide a written description of the basis for the deviation in the space provided 
and, if applicable, attach documentation supporting the deviation. 

1. Tracking Procedures 

Score
Primarily controlled by insurer -5% to 0%  
Primarily controlled by lender 0% to +5%  

Explanation of Score: __________________________________________________________________ 

___________________________________________________________________________________. 

 Deviation applies.  Amount of deviation ______.  Basis for deviation: ___________________________ 

____________________________________________________________________________________ 

___________________________________________________________________________________. 

2. Rating Agency Grade 

Rating  Score
High -10% to 0%  

Medium 0% to +5%  
Low +5% to +10%  

Explanation of Score: __________________________________________________________________ 

___________________________________________________________________________________. 

 Deviation applies.  Amount of deviation ______.  Basis for deviation: ___________________________ 

____________________________________________________________________________________ 

___________________________________________________________________________________. 
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3. Operating Expenses  
Percentage of insurer’s expenses which represent commission and other acquisition such as initiating, 
mailing and ceasing borrower warning letters, insurance placement/cancellation, inbound/outbound 
customer care calls, system setup/maintenance, etc.
Expense Ratio  Score

< 15% -15% to -10%  
15% to 25% -10% to 0%  

 > 25% 0% to +15%  

Explanation of Score: __________________________________________________________________ 

___________________________________________________________________________________. 

 Deviation applies.  Amount of deviation ______.  Basis for deviation: ___________________________ 

____________________________________________________________________________________ 

___________________________________________________________________________________. 

4. Quality of Loan Portfolio 

Score
Primarily subprime loans  -15% to 0%  

Primarily prime loans 0% to +15%  

Explanation of Score: __________________________________________________________________ 

___________________________________________________________________________________. 

 Deviation applies.  Amount of deviation ______.  Basis for deviation: ___________________________ 

____________________________________________________________________________________ 

___________________________________________________________________________________. 
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RM-APP-1 Page 3 of 3

5. Average Default Rate 

Prime Default Rate: 
Score

< 10% -10% to 0%  
> 10% 0% to +10%  

Subprime Default Rate: 
Score

< 10% -10% to 0%  
> 10% 0% to +10%  

Total Score = (% of Prime loans)*(Prime score) + (% of Subprime loans)*(Subprime score) = _____ 

Explanation of Score: __________________________________________________________________ 

___________________________________________________________________________________. 

 Deviation applies.  Amount of deviation ______.  Basis for deviation: ___________________________ 

____________________________________________________________________________________ 

___________________________________________________________________________________. 

6. Concentration of Exposure in High Risk Areas 
Percentage of properties within 5 miles of coastal waters for the following states: AL, DE, FL, GA, HI, LA, 
MD, MS, NC, NJ, NY, SC, TX, VA. 

Property Ratio  Score
0% to 10% 0% to 5%  

10% to 25% 5% to 10%  
 > 25% 10% to 15%  

Explanation of Score: __________________________________________________________________ 

___________________________________________________________________________________. 

 Deviation applies.  Amount of deviation ______.  Basis for deviation: ___________________________ 

____________________________________________________________________________________ 

___________________________________________________________________________________. 
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RM-APP-2

BALBOA INSURANCE GROUP 

Lender Name: ___________________ Effective Date: ____________ 
Agent Number: ___________________ State: ____________ 
Lender Number: ___________________ Product: ____________ 
Policy Number:  ___________________ 
Policy Eff. Date: ___________________ 

Lender Placed Real Property 
Schedule Rating Worksheet

The following debits/credits apply to the base rates for the insured and in the state noted above to reflect 
characteristics of the risk not contemplated in the base rates.  Refer to the Rate Modification Procedures for 
information regarding the maximum modification allowed.  The insurer maintains such documentation necessary to 
support the scheduled rate produced by this worksheet. 

Range of Modification 
Risk Characteristic 

Credit Debit 

Lender 
Rating 

Tracking procedures – quality of insured’s procedures to track 
insurance or quality of insured’s vendor used to track insurance. -5% +5%  

Financial strength and portfolio growth. -10% +10%  

Operating expenses associated with lender placed insurance 
program. -15% +15%  

Quality of Loan Portfolio (i.e. percentage of government loans, 
percent of conventional loans, age of loans, foreclosure and 
delinquency rates). 

-15% +15%  

In
su

re
d 

S
pe

ci
fic

  

Average Default Rate – 30 day contractual -10% +10%  

Ju
ris

di
ct

io
n

S
pe

ci
fic

Concentration of exposure in high risk (catastrophe prone) areas. 0% +15%  

Total        

The current company Rate Modification Procedures provides state specific limitations and requirements 
related to the completion of this worksheet. 

_________________________ _____________ 
Insurance Company Signature Date 

_______________________________ 
Printed Name and Title   
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RM-APP-3

BALBOA INSURANCE GROUP 

Lender Name: ___________________ Effective Date: ____________ 
Agent Number: ___________________ State: ____________ 
Lender Number: ___________________ Product: ____________ 
Policy Number:  ___________________ 
Policy Eff. Date: ___________________ 

Lender Placed Real Property 
Experience Rating Worksheet

The experience rating modification must be determined using the latest available three years experience for each 
eligible insured.  Refer to the Rate Modification Procedures for information regarding the maximum modification 
allowed.  The insurer maintains such documentation necessary to support the experience rate produced by this 
worksheet. 

Step 1:  Determine actual ratio of losses and ALAE by dividing the aggregate losses and ALAE 
incurred for the insured, wherever written, over the experience rating period by the average manual 
premium for the same period. 

Step 2:  Determine the expected ratio of losses and ALAE for the insured using generally accepted 
actuarial principles. 

Step 3: Determine the initial experience rating modification factor for the insured by dividing the 
actual ratio (result of Step 1) by the expected ratio (result of Step 2). 

Step 4: Determine the credible experience rating modification by applying a credibility factor to the 
initial experience rating modification factor (result of Step 3).  The credibility factors are found in the 
Rate Modification Procedures.   The credible experience rating modification is determined as 
follows:  Credible Exp. Rating Factor = (Initial Exp. Rating Factor-1) * Credibility Factor 

Step 5:  Determine the final experience rating modification factor by applying any necessary off-
balance factor to the credible experience rating factor (result from Step 4). 

The current company Rate Modification Procedures provides state specific limitations and requirements related to 
the completion of this worksheet. 

_________________________ _____________ 
Insurance Company Signature Date 

_______________________________ 
Printed Name and Title   
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Project Name/Number: Experience & Schedule Rating Rule Revision/FOH_07-5540
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Bypassed  - Item: Actuarial Memorandum
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Item Status: Status
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Satisfied  - Item: Filing Memorandum

Comments:
Please see attached
Attachment:
Filing Memorandum v.3.pdf

Item Status: Status
Date:

Bypassed  - Item: New Hampshire Supplemental
Experience Exhibit

Bypass Reason: This component is not applicable to this filing.

Comments:

Item Status: Status
Date:

Satisfied  - Item: NH Retaliatory Fee Summary Page

Comments:
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Attachment:
NH Retaliatory Fee Summary Page.pdf
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Bypassed  - Item: Reference Filing Adoption Form -
Loss Cost Filings

Bypass Reason: This component is not applicable to this filing.

Comments:

Item Status: Status
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Satisfied  - Item: Who will Microfiche this filing?

Comments:
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Attachment:
P&C Microfiche Request Form.pdf

Item Status: Status
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Satisfied  - Item: Cover Letter

Comments:
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NH Cover Letter.pdf
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BALBOA INSURANCE COMPANY 

RULE FILING MEMORANDUM 

LENDER PLACED PROGRAMS 

NEW HAMPSHIRE 

Balboa Insurance Company (“Balboa”) submit this filing to change part of the rules used to rate 
our Lender Placed Programs in the State of New Hampshire.  These programs consist of lender 
placed hazard insurance which the lender requests for real property held as collateral in the event 
the borrower does not maintain adequate insurance.  This filing represents a re-write of the 
company rules used to perform rate modification.  All other program rules approved for use in 
New Hampshire remain in place and those rules are not disturbed by this filing. 

Currently, Balboa uses a one page worksheet to perform schedule rating in New Hampshire, 
which was filed and approved by your department on April 26, 1995 for the Lender’s Protection 
and Real Estate Owned Programs under your Filing ID # 1951-CD-14 (company file number 95-
044) and January 5, 2005 for the Risk Based Protection Program per your Filing ID # 24813-
CLM5-12/10/04 (company file number FOH_04-2088).   

The changes to the company rate modification practices set forth in the attached materials fall 
into two general categories: 1) changes to adopt more formal rate modification practices to better 
document company practices and to better ensure rate modification consistency; and 2) changes 
to introduce experience rating.  The rate modification materials, which replace the worksheet 
referenced above, consist of: 1) rate modification procedures (Exhibit 1); 2) schedule rating 
review guidelines (Exhibit 2); 3) schedule rating worksheet (Exhibit 3); and (4) experience rating 
worksheet (Exhibit 4).  The underwriter will complete the worksheets for all eligible risks 
pursuant to the procedures and using the guidelines.  The procedures require that the underwriter 
obtain and maintain necessary documentation to support each specific schedule rating 
characteristic debit or credit.  The experience rating component removes the “loss history” 
schedule rating characteristic that may have been used under the current program, and instead 
uses a more formal, structured approach by modifying the rate applicable to each risk based upon 
the historical performance of that risk as compared to the expectation for that risk excluding 
catastrophic losses. 

The proposed changes apply to all existing Balboa lender placed programs, consisting of the 
Lender’s Protection, Real Estate Owned and Risk Based Protection. 

We are submitting this rule change in multiple jurisdictions and do not plan to implement until 
we receive approval in all jurisdictions.  Anticipated effective date is October 1, 2007. 
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New Hampshire Retaliatory Fee Summary Page 

Company Name on Check (Fee Paid by) 
N/A

Date Check Mailed with this Fee Summary Attached 
N/A

Check Amount 
N/A

Type of Filing 
Rule

Check Number 
N/A

Company Filing Number 
FOH_07-5540 

Date on Check 
N/A

Submission/SERFF Tracking Number 
BALB-125243620  

Retaliatory Filing Fee Calculation 

Companies Filing 
State of 

Domicile
Show Retaliatory Fee 

Calculation Fee Total 

Balboa Insurance Company CA None 0.00 

                        

                        

                        

                        

                        

                        

                        

If more company filing spaces are needed, click TABLE 
on tool bar, then Insert Row, here.  Your document will 
now be two pages.

                  

Total of Retaliatory Fees for this Filing Submission 0.00 

For State Use Only 
Account       Check Number       

Date       Initials       
Amount       Reviewer       
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Roger A. Sevigny               Alex Feldvebel 

Commissioner         Deputy Commissioner 
 

The State of New Hampshire 
Insurance Department 

21 South Fruit Street, Suite 14 
Concord, NH 03301 

                (603) 271-2261  Fax (603)271-1406 
TDD Access: Relay NH 1-800-735-2964 

MICROFICHE FILING REQUIREMENTS 

Microfiche copies of all Insurance Filings, including, but not limited to, copies of all 
correspondence relating to the filing, objection letters, replies, and supporting actuarial 
data, must be provided to the Commissioner within 60 days following form, rate and/or rule 
approval or acknowledgment.  You must either forward an acceptable microfiche copy of the 
filing to the Commissioner or request the Insurance Department to have the microfiche 
prepared.  For specific details see Insurance Regulation Chapter INS 3100. 

If you fail to comply with this requirement, the Department will have the microfiche 
prepared at your company’s cost.  Action may be initiated should timely payment for these 
services not be made. 

If you wish to have the Department prepare the microfiche, please return this notice with a 
copy of the Department’s approval notice.  Do not return your ‘approved’ filing. 

YES, we request the NHID to have 
the filing microfiched as approved by 
the NHID. 

            Send Billing Inquiries To: 

Contact Name: 
___________________________________
Company Name: 
___________________________________
Box # / Street: 
___________________________________
City: 
___________________________________
State: __________ Zip Code:___________ 
Phone #: (800) 854-6115 ext. 8137

If your company will be preparing the microfiche, please give particular attention to the 
requirements of Insurance Regulations Chapter INS 3101.05 – Technical Specifications.
Microfiche not meeting the specifications as outlined will be rejected.
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3349 Michelson Drive, Suite 200, Irvine, California 92612-8893  949.222.8000  www.balboainsurance.com 

Balboa Insurance Company  Balboa Life Insurance Company  Meritplan Insurance Company  Newport Insurance Company 
  Balboa Life Insurance Company of New York  Balboa Lloyds Insurance Company 

July 25, 2007 

Department of Insurance 
Property & Casualty Division
21 South Fruit Street, Suite # 14 
Concord, New Hampshire 03301 

Re: Balboa Insurance Company – NAIC # 24813, FEIN # 95-6027860 
Lender’s Protection, Real Estate Owned and Risk Based Protection Programs 
Line of Business:  Commercial Fire 
Independent Filing – Experience and Schedule Rating Rule Revision
Our File No.:  FOH_07-5540 

Dear Sir/Madam:

On behalf of the captioned company, we submit for the Department’s approval this rule filing intended to amend our 
existing account rate modification plan which was approved by your Department on April 26, 1995 for Lender’s Protection
and Real Estate Owned programs and January 5, 2005 for Risk Based Protection program.

The intent of this filing is to implement a uniform rate modification plan which includes an experience rating component.
The attached rule filing memorandum provides a more detailed explanation of the changes.

Please find the attached rate modification procedures, new experience rating worksheet (RM-APP-3), schedule rating
review guidelines (RM-APP-1) and schedule rating worksheet (RM-APP-2), which replaces our current account rate
modification worksheet.

Our state of domicile does not charge filing fee(s) for this type of submission. Thus, no filing fee is applicable on this
filing pursuant to your state’s filing requirements and regulations.

We respectfully request an effective date of October 1, 2007 for this filing. 

Thank you for your attention in this matter and please contact me if you have any questions.

Sincerely,

Al Olanday
Compliance Specialist
Balboa Insurance Company
Phone: (800) 854-6115 ext. 8137 
Fax: (949) 222-8774 
Email: alfonso_olanday@balboainsuance.com

Attachments

cc:  K. Frech 
       P. Halloran 
       K. Ross 
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EXHIBIT B 
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OFFICE OF INSURANCE REGULATION

Filing Number: 04-12993

I-FILE WORKFLOW SYSTEM

Request Type: Entire Filing
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Filing Details
Work Unit Number: W04-127524

Filing Purpose: Rate & Rule

Line of Business: FIRE

Date Created: 11/12/2004 06:38:50 PM

Filing Name: Risk Based Lender's Protection -Rates

Company Details
Company Name FEIN NAIC CC NAIC GC

BALBOA INSURANCE COMPANY 956027860 24813 1330

Filing Originator Information
Company E-Mail: rod_weiss@balboainsurance.com

Contact Name: Mr. Rodney C Weiss

Contact Title: Manager, State Filings

Professional Designation:

Contact E-mail: rod_weiss@balboainsurance.com

Street Address: 3349 Michelso Drive

Suite/Room #: 200

P.O. Box Mailing Address: 19702 Irvine, CA 92612-8893

Department: State Filings

City: Irvine

State: CA

Zip Code: 92612-8893

Country: USA

Non US Postal Code:

Phone Number: 949-222-8164 Ext

Fax Number: 949-222-8717

Toll Free Number: 800-854-6115 Ext

Non US Phone Number:
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Company Contact Information
Company E-Mail: rod_weiss@balboainsurance .com

Contact Name: Mr. Rodney C Weiss

Contact Title: Manager, State Filings

Professional Designation:

Contact E-mail: rod_weiss@balboainsurance.com

Street Address: 3349 Michelso Drive

Suite/Room #: 200

P.O. Box Mailing Address: 19702 Irvine, CA 92612-8893

Department: State Filings

City: Irvine

State: CA

Zip Code: 92612-8893

Country: USA

Non US Postal Code:

Phone Number: 949-222-8164 Ext

Fax Number: 949-222-8717

Toll Free Number: 800-854-6115 Ext

Non US Phone Number:

General Information
Company Filing Number FOH_04FOH_04--22482248

New Business Effective Date
 / /1212 / /1515 20042004

Renewal Business Effective Date
 / /11 / /1515 20042004

Line of Business: FIRE

Sub Line of Business:

Are you writing new business in Florida for this line of business? Yes

New Program, New Product, or New Line of Business? Yes

Amending currently filed forms, rates or rules? No

If yes, please provide previous DOI File Log Number

Filing Content Information
This is a Rate & Rule filing.

Type of Coverage:

P&C Other

File Usage:

FILE & USE

Rate/Rule Filings
Is this filing being submitted by a Ratings Organization? Yes No 

Is this Annual Rate Certification in accordance with Section 627.0645, Florida Statutes? Yes No 

If yes to above, is Certification attached: Yes No N/A  

Have you included a listing of all changes in manual pages or rules with supporting information and explanation? Yes No 

Does this filing result in a significant revision in rates or rating variables? If Yes, explain in filing: Yes No 

Does this filing result in a significant revision in underwriting rules or guidelines? If Yes, explain in filing: Yes No 

Does this filing amend any of the following? Yes No 

(Please mark the appropriate item, if applicable)

Base Rate(s) & Loss Costs

Base Rate(s) Only

Loss Costs Only 







Summary of Rate Filing as applicable

Rate Change Request 00

Rate Indicated 00

Earned Premium Volume (all programs affected by this filing) 00

Number of Policies (all programs affected by this filing) 00
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Uploaded Documents
Document Type Filenet Number Form Number Title

Cover Letter 0 Cover Letter

Explanatory Memorandum 0 Explanatory Memorandum

Miscellaneous 0 Territory Codes

Filing Certification
I certify that I am authorized to make this Forms or Rate/Rule filing on behalf of the company(s) referenced herein. I further certify that the information contained in 
related transmittals and the filing is true, complete, correct and, to the best of my knowledge, in compliance with all applicable Florida laws and administrative rules 
including applicable policy readability standards. 

Name: Rodney C. Weiss 

Title: Manager, State Filings 
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From: Bill Bodiford
Sent: Wednesday, December 22, 2004 11:37 AM
To: PCFREDMS
Subject: OIR File # 04-12993

-----Original Message-----
From: Tricia_Bachicha@BalboaInsurance.Com [mailto:Tricia_Bachicha@BalboaInsurance.Com]
Sent: Monday, December 20, 2004 6:45 PM
To: Bill Bodiford
Subject: RE: Florida - Balboa Insurance Company - New Program Filing - Risk Based Protection Program - OIR File # 04-12993 - Our Filing # FOH-04-2248

Dear Mr. Bodiford:

Thank you again for your time and consideration.

Sincerely,

Tricia L. Bachicha
Compliance Coordinator II, State Filing Department
Balboa Life & Casualty
Toll Free: (800) 854-6115 ext.8197
Fax: (949) 222-8717

Tricia, you may attach your response to an email.

Thanks,
Bill
-----Original Message-----
From: Tricia_Bachicha@BalboaInsurance.Com [mailto:Tricia_Bachicha@BalboaInsurance.Com]
Sent: Monday, December 20, 2004 12:32 PM
To: Bill Bodiford
Subject: RE: Florida - Balboa Insurance Company - New Program Filing - Risk Based Protection Program - OIR File # 04-12993 - Our Filing # FOH-04-2248

Dear Mr. Bodiford:

We would like to submit our response to your letter dated November 29, 2004, but am coming across a problem.

Because, this filing was initiated on I-file by Rodney Weiss I am unable to access the submission. Is there another way we might be able to respond other than I-file? Possibly 
through email or maybe through my I-

Could you please let me know? 

I appreciate your assistance in this matter. 

Sincerely,

Tricia L. Bachicha
Compliance Coordinator II, State Filing Department
Balboa Life & Casualty
Toll Free: (800) 854-6115 ext.8197
Fax: (949) 222-8717

"Bill Bodiford" <Bill.Bodiford@fldfs.com>

12/20/2004 10:23 AM

To Tricia_Bachicha@BalboaInsurance.Com

cc

Subject RE: Florida - Balboa Insurance Company - New Program Filing - Risk Based Protection Program - OIR File # 04-
12993 - Our Filing # FOH-04-2248

"Bill Bodiford" <Bill.Bodiford@fldfs.com>

12/13/2004 05:38 AM
To Tricia_Bachicha@BalboaInsurance.Com

cc

Subject RE: Florida - Balboa Insurance Company - New Program Filing - Risk Based Protection Program - OIR File # 04-12993 - Our Filing # FOH-
04-2248
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That will be fine. I will not it on the file.
-----Original Message-----
From: Tricia_Bachicha@BalboaInsurance.Com [mailto:Tricia_Bachicha@BalboaInsurance.Com]
Sent: Friday, December 10, 2004 4:01 PM
To: Bill Bodiford
Subject: Florida - Balboa Insurance Company - New Program Filing - Risk Based Protection Program - OIR File # 04-12993 - Our Filing # FOH-04-2248

Dear Mr. Bodiford

This is in reference to your letter dated November 29, 2004, address to Mr. Rodney C. Weiss.

I will be officially taking this filing over from Mr. Weiss. We are currently working on our response to your above mentioned letter. There are a couple of people on our end, that 
are critical to our response that have been out of the office. In saying that, we would like to respectfully request an extension until 12/20/04. 

We apologize for any inconvenience.

Please let me know if this will not be acceptable. 

I appreciate your time and consideration.

Sincerely.

Tricia L. Bachicha
Compliance Coordinator II, State Filing Department
Balboa Life & Casualty
Toll Free: (800) 854-6115 ext.8197
Fax: (949) 222-8717
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10-1�-02 IFI�E-02�CA�AS�ROP�E�MODE��S�PPOR��DOC F�DOI

I��ER�E� FI�I�� S�S�EM �IFI�E�--  CA�AS�ROP�E MODE� S�PPOR�

1� Iden�ify ��e �ar�ic�lar Ca�as�ro��e Model ��a� is �sed in ��is filin��  ��is iden�ifica�ion 
m�s� incl�de ��e name and loca�ion of ��e firm ��a� crea�ed ��e model, ��e name of ��e 
model, and ��e �ersion n�mber of ��e model�

The model used to generate loss costs is RMS’s RiskLink, Version 4.3, which was accepted by the 
Florida Commission on Hurricane Loss Projection Methodology in 2003.  The firm’s name is 
Risk Management Solutions, Inc., located in Newark, CA.

2� In an elec�ronic forma�, �ro�ide ��e de�ailed in��� ��a� yo� �ro�ided �o ��e modeler alon� 
�i�� a lis� of all ad��s�men�s made by yo� �rior �o �i�in� ��e in��� �o ��e modeler 
necessary �o conform ��is in��� �o ��e model�s in��� re��iremen�s�  Be s�re �o �ro�ide a 
de�ailed descri��ion of eac� da�a field� Incl�de any defa�l� �al�es ��a� yo� s�ecified for 
missin� or in�alid informa�ion� Describe any e��os�res affec�ed by ��is filin� ��a� �ere 
no� incl�ded in yo�r in��� �o ��e model� Describe any e��os�res incl�ded in yo�r in��� �o 
��e model ��a� are no� �ar� of ��is ra�e filin��  �o�e � if ��e model �as r�n in-�o�se, yo� 
m�s� s�ill �ro�ide ��e de�ailed in��� alon� �i�� a s�a�emen� of ��o �as res�onsible for 
r�nnin� ��e model and ��a� con�rols �ere in �lace �o ens�re ��a� ��e �ersion of ��e model 
�ro�ided �o yo� �as no� al�ered�

Policy level information was utilized as input into Risklink 4.4 and included the following fields:
 Policy Number, Inception Date, Expiration Date,
 Street Address, City, State, Postal Code,
 Coverage A, B,
 Policy deductible,
 Year Built, Construction type, Construction quality, Designcode

All information described above is captured in Balboa’s underwriting systems.  Invalid or 
incomplete data was limited to less than 1% of entire portfolio.

For competitive and proprietary reasons Balboa cannot provide the detailed policy level 
information in this public filing but will freely provide such information to interested parties 
under controlled circumstances.

3. In an electronic format, provide the output ranges from the model by policy type in the 
format specified by the Florida Commission on Hurricane Loss Projection Methodology 
and the distributions of exposures used as weights.

The output ranges and weights specified by the Florida Commission on Hurricane Loss 
Projection Methodology and the distributions of exposures were provided to the Florida 
Commission on Hurricane Loss Projection Methodology for this model with RMS’s 2003
submission.  Please see “Output Ranges” of the submission.
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�������� IFIL�����C�������PH��M���L���PP���.��C FL��I

�. Provide an explanation with appropriate supporting information showing how this output 
�see above� was included in the rate level indications. Include a list of any and all 
adjustments made to this output along with appropriate supporting data.

AAL's are totaled by Territory Code.  Total AAL is then divided by the corresponding total 
Coverage A for the loss cost of each Territory.  The overall loss cost per $100 is subtracted from 
the current flat rate and loss cost per $100 of each Territory is added back.  These are 
Hurricane risk adjusted Territory rates.  Relativities are derived from risk adjusted Territory 
rates.

Territory A and Territory B rates do not have sufficient separation, therefore, are combined.

�. Provide copies of the documentation and reports provided to you by the modeler �or 
produced or able to be produced by you if you ran this model in�house� to be used to 
analy�e loss costs or as supporting documentation for this rate filing.

Model Input:  Please see Balboa’s response to question 2 above,
Model Output:  Average Annual Loss at the policy holder level, aggregated to the Postal Code 
level.
Model Settings:  Distributed mode Exceeding Probability Analysis, no demand surge, no storm 
surge.

�. Provide a listing of the experts that you relied on concerning those aspects of the model 
outside your area of expertise.

A list and description of experts relied on were provided to the Florida Commission on 
Hurricane Loss Projection Methodology for this model with RMS’s February, 2003 submission.
Please see “Module 2 – Background/Professionalism” of the submission

�. �tate the extent to which the model has been reviewed or opined on by experts in the 
applicable fields, including any �nown significant differences of opinion among experts 
concerning aspects of the model that could be material to your use of the model.

A list and description of experts relied on were provided to the Florida Commission on 
Hurricane Loss Projection Methodology for this model with RMS’s 2003 submission.
Differences of opinion among experts are identified and reviewed by these experts and those on 
the Professional Team.
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�������� IFIL�����C�������PH��M���L���PP���.��C FL��I

�. Provide the basic components of the model and your understanding of how such 
components interrelate within the model.

General and specific descriptions of the components of the model were provided to the Florida 
Commission on Hurricane Loss Projection Methodology for this model with RMS’s 2003
submission.  Please see especially Module 1 (I):  General Description of the Model and Module 
1 (II):  Specific Description of the Model.

�. �xplain how the model was tested or validated and the level of independent expert review 
and testing.

Details of the testing and validation of the model were provided to the Florida Commission on
Hurricane Loss Projection Methodology for this model with RMS’s 2003 submission.  Please see 
especially “Tests”.

Details of independent expert review were provided to the Florida Commission on Hurricane 
Loss Projection Methodology for this model with RMS’s 2003 submission.  Please see “Module 
2 – Background/Professionalism –Independent Expert Review” of the submission.

��.�xplain how you determined that the model was appropriate for use in this particular 
filing.

   
Balboa encourages the use of the most sophisticated actuarial methods to assure that consumers 
are charged lawful rates for residential property insurance coverage.  Balboa employs actuarial 
methods, principles, standards, models, or output ranges found by the Commission to be 
accurate or reliable to determine hurricane loss factors for use in a rate filing  Balboa selected 
the RMS model for its analytical robustness and  efficiency in generating useable output.

��.�xplain how you examined the model output for reasonableness, considering factors such 
as the following�

a. �he results derived from alternate models or methods.
b. How historical observations compare to the results produced by the model.
c. �he consistency and reasonableness of relationships among various output results.
d. �he sensitivity of the model output to variations in your input and model 

assumptions.
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�������� IFIL�����C�������PH��M���L���PP���.��C FL��I

Model output was provided to the Florida Commission on Hurricane Loss Projection 
Methodology for all currently accepted models in 2003 submissions

��.Provide all available comparison of model results with actual historical observations for 
your company or group. �hese comparisons must be provided by policy type and territory 
within policy type.

The table below shows actual Florida catastrophe losses experienced by Balboa since 1992.
Since catastrophe modeling capabilities have recently been brought in house, no modeled loss 
estimates exist for events prior to 2004.  Modeled loss estimates currently exist for the 2004 
Florida hurricanes but would not be comparable to the undeveloped losses shown below for 
Charley, Frances, Ivan and Jeanne.

Incurred Losses
Year Catastrophe (thru 11/04)
1992 Andrew �,���,���
1995 Erin �3�,3��
1995 Opal ��,�3�
1997 Danny 3,3��
1998 Tornado (2/2/98) ���,���
1998 Geroges ���,���
1999 Irene ���,���
2002 Lili ��,���
2004 Charley 3,���,���
2004 Frances �,���,���
2004 Jeanne �,���,���
2004 Ivan �,��3,���

Balboa Insurance Group
Lender Protection Program

Catasrope Losses - Florida
August 1992 through November 2004

�3.�tate and provide complete support for the credibility that you have assigned to the 
output of the model by policy type and territory within policy type.

While cat losses have been experienced throughout the existence of the Lender Placed products, 
Lender Placed coverage behaves in some way like residual market coverage.  Only those do not 
have voluntary coverage will have Lender Placed coverage.  Lender Placed coverage also takes 
all comers.  There is no control over the distribution of business.  In addition, distribution of 
business has changed due to population shifts and home construction quality has improved 
markedly since the early 90's.  Past cat loss experience of Lender Placed product is not a good 
indicator of future cat losses.  We feel the cat models, through their large number of simulated 
events, more appropriately captures the expected loss given our current portfolio of business and 
should therefore be considered 100% credible.
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�ffice of Insurance �egulation   
Bureau of Property & Casualty Forms and Rates

 �I��������  �ev. ���3

FL��I�� ��P���� ��PPL�M��� F�� I���P������ ���� FILI���
COMPANY NAME Balboa Insurance Company DATE 12/20/04

    (GROUP)

  1)  Combination to which this page applies Fire
       (Line, Subline, Cove rage, Territory, Class, etc.)
  2)  Development of Expected Loss Ratio.  (Attach exhibit detailing insurer expense data and/or other 
       supporting information.)

A. Commission and Brokerage
16.0%

B. Other Acquisition
20.0%

C. General Expense
5.0%

D. Premium taxes
2.4%

E. Miscellaneous licenses and fees, other taxes
-%

F. Other expenses
-%

                          G. Expected Profit Margin & Contingency Factor 3.4%
(per Florida Rule 4-170.003)

H.  TOTAL (Expected Expense Ratio)   
53.2%

3) Expected Loss Ratio:  ELR = 100% - 3H =
New%

4) Current Number of Policies in Force:
N/A

  5)  Florida Rate Filing History:

Latest Calendar/Accident Year
Rate Rate Incurred Earned Rate New Bus. Renewal
Change Level Loss Premium Change Effective Effective
Requested Indication Ratio Volume Approved Date Date

      New
      Filing N/A % N/A %

  
% $N/A

  
N/A % N/A

  
N/A

      1st
      Prior
      Filing       %       %

  

% $      

  

      %       

  

      
      2nd

      Prior
      Filing       %       %

  

% $      

  

      %       

  

      

Case 1:12-cv-22700-FAM   Document 190-2   Entered on FLSD Docket 04/19/2013   Page 44 of
 56

12-01934-mg    Doc 47-4    Filed 06/06/13    Entered 06/06/13 20:45:47    Exhibit 2   
 part 3    Pg 18 of 30



From: �ill �odiford
Sent: � ednesday, �ecember ��, ���� ���� PM
To: PCF���M�
Subject: F� � �I� File � �������3

-----Original Message-----
From: Tricia_Bachicha@BalboaInsurance.Com [mailto:Tricia_Bachicha@BalboaInsurance.Com]
Sent: Wednesday, December 22, 2004 3:12 PM
To: Bill Bodiford
Subject: Re: OIR File # 04-12993

Dear Mr. Bodiford:

After reviewing the regulation provided, we feel the Risk Based Program clearly meets the definition of � 624.6085.

We appreciate your assistance with this filing. Thank you so much for providing this very useful information to us. 

Sincerely,

Tricia L. Bachicha
Compliance Coordinator II, State Filing Department
Balboa Life & Casualty
Toll Free: (800) 854-6115 ext.8197
Fax: (949) 222-8717

Dear Tricia:

know what your analysis of the attached statute is.

Sincerely,
Bill Bodiford

"Bill Bodiford" <Bill.Bodiford@fldfs.com>

12/22/2004 08:46 AM

To Tricia_Bachicha@BalboaInsurance.Com

cc

Subject OIR File # 04-12993
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From: �ill �odiford
Sent: Friday, �anuary ��, ���� ����� �M
To: PCF���M�
Subject: F� � Florida � �alboa Insurance Company � �ew Program Filing � �is� �ased Protection Program � �I� File � �������3� �ur Filing � F�H���������
�esponse ��

-----Original Message-----
From: Tricia_Bachicha@BalboaInsurance.Com [mailto:Tricia_Bachicha@BalboaInsurance.Com]
Sent: Friday, January 28, 2005 10:54 AM
To: Bill Bodiford
Subject: RE: Florida - Balboa Insurance Company - New Program Filing - Risk Based Protection Program - OIR File # 04-12993 - Our Filing # FOH-04-2248 - Response 02

Dear Mr. Bodiford:

Please see the attached file, which is in response to your letter dated January 26, 2005. If you are unable to open this file, please let me know.

We appreciate your time and assistance with this filing. Thank you.

Sincerely,

Tricia L. Bachicha
Compliance Coordinator II, State Filing Department
Balboa Life & Casualty
Toll Free: (800) 854-6115 ext.8197
Fax: (949) 222-8717
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To: rod_weiss@balboainsurance.com Sent: 11/29/2004 3:21:12 PM
From: BodifordB@dfs.state.fl.us
Cc: ramanujams@dfs.state.fl.us
Bcc:
Subject: Florida Office of Insurance Regulation [RE: Filing Number 04-12993]
Attachment(s): 04-12993-Clarification-Letter-radC32D0-.rtf

Dear Mr. Weiss:
See the attached letter.

Sincerely,

William T. Bodiford 
Actuarial Analyst
(850) 413-5352
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To: rod_weiss@balboainsurance.com Sent: 1/26/2005 10:28:11 AM
From: BodifordB@dfs.state.fl.us
Cc: swisherj@dfs.state.fl.us
Bcc:
Subject: Florida Office of Insurance Regulation [RE: Filing Number 04-12993]
Attachment(s): 04-12993-Clarificationl-Letter-rad90277-.rtf

See the attached letter. Please respond soon. Thanks.

Sincerely,

William T. Bodiford 
Actuarial Analyst
(850) 413-5352
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To: rod_weiss@balboainsurance.com Sent: 1/28/2005 12:56:12 PM
From: BodifordB@dfs.state.fl.us
Cc:
Bcc:
Subject: Florida Office of Insurance Regulation [RE: Filing Number 04-12993]
Attachment(s): 04-12993-Approval-Letter-rad60DC3-.rtf

Click the link below to view the documents for this filing:
http://www.fldfs.com/edms/docs.asp?FN=04-12993

See the attached approval.

Sincerely,

William T. Bodiford 
Actuarial Analyst
(850) 413-5352
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