o4
(@]
N
H =
§
n;? | 5(.(‘
1
- y

In The Circuit Court for Baltimore City

B [ :
49@9\\/%/,0 ‘;
/ @ O 9
4
s Y !
S
(Wi lmaecs Gy o
it ~ _




CASE NO. W/Yﬁ/ﬂ{%'é%‘/.? PAGE 2 of

DATE

DOCKET ENTRIES

7 ey S Pamin

WY rie 24

/MMW /7/%/;7)4@ %mua/m/ L MM&’J/// 2.2

oY // (LTZ ) 2 o iy gt
//16-89 |t 1oy .,‘/1 e Lrpminsy. :/ 2)) ZZ//M/ /3
/2-6-89 i Wy 2l A /./ W% ) , by, k) | /4
J2-7-89 | [Bae. /@Ajdmz%w%n Do, 2t i

Y I /////&//z oy
2789 | Ueand. + Seld 1w 15
53590 Tk dheiairt i 2o dupinance Gampsumon .| 16

Ldod S ol [ Yo Landsy, [) )<

£25-7)

Mﬂéwz ) s lonid, s Lasdedd 2 ///ﬁmj
M iy (e /

CC-65 (1/83)




IN THE CIRCUIT COURT FOR BALTIMORE CITY

Y

CATEGORY _APPAA cASE No. 89184050/CLIITAT  page _ f of
PARTIES ATTORNEY(S)
TERRY TROY P.P.
VS. -
W 4. /&ém%/ﬂ’%%%
~g//057 :
& 7 P
() 4. 2 T - A
ALLSTATE INSURANCE COMPANY
INSURANCE COMMISSTONER ZE Y
‘4’)’)—2—3/ Jf W/

DATE DOCKET ENTRIES NO.
7-3-89 Order for Appeal 1
Motion to Stay 2
MEMO: Stamped copies taken to Judge Ross
7-10-89 |Order of Court dated 7/6/89 staying decision of the Insurance
Commissioner 3
Vv lmM/m, 5 4 yéwz‘ 27

(%/

7-17-829

7 z’f@

7[(;‘1/%7

eg, X Porthel for M/lwem.h
Wd v v

213

~

‘ %mﬂmﬂ?m ;62%4%
M At A%

7 2 L lcTon ce

;C V/Zm@)’ﬁ -/ P

V7V

Wmm)»z/ &

%«

Ot /79

/%/y/ﬂzm

LIrn.” -

Qit1#

Zz,f/g’ % ,{

CC-66 (1/83)




o (16

TERRY TROY IN THE
Appellant * CIRCUIT COURT
v. * FOR
ALLSTATE INSURANCE COMPANY * BALTIMORE CITY
and *
INSURANCE COMMISSIONER OF *
THE STATE OF MARYLAND
* Case No. 89184050/CL99747
Appellees
*
* * * * * * * * *

MEMORANDUM OPINION AND ORDER

Hollander, J.

I. Introduction

Terry Troy ("Troy") has appealed from the decision of the
Insurance Commissioner (the "Commissioner"), dated June 16,
1989. The Commissioner approved the proposed action of
Allstate Insurance Company ("Allstate") not to renew Troy's
automobile 1liability insurance policy, or in lieu of such
nonrenewal, to exclude Troy's son, Richard Troy ("Richard"),
from coverage under the policy. The Commissioner found that
Allstate had applied 1its wunderwriting standards in a manner
reasonably related to its economic and business purposes, and
that the proposed action did not violate the pertinent

provisions of the Insurance Code, Maryland Code, Art. 48A. 1

1. All references to the Maryland Code will be to Article
48A, unless otherwise noted.



I1II. Factual Summary

On December 14, 1988, Allstate sent a "Notice of
Nonrenewal" to Troy informing him that it did not intend to
renew his automobile liability insurance policy. R.21—24.2 In
lieu of nonrenewal, Allstate offered to continue the policy in
force, provided that Troy's son, Richard, was excluded from
coverage under the policy. R.21.3 Troy exercised his right to
protest Allstate's proposed nonrenewal, and requested an
administrative hearing before the Commissioner. R.22, 25.

At the hearing on May 18, 1989, Allstate's representative,
Steven L. Kreseski, Esg. ("Kreseski"), recounted the reasons
for Allstate's proposed action of nonrenewal. Kreseski
explained that the insurer's decision was based on four
incidents in 1988 involving Richard. R.10, 23. On August 9,
1988, a vehicle operated by Richard sideswiped another car,
requiring Allstate to pay $705.00. On March 31, 1988 and April
30, 1988, Richard was ticketed for speeding. On August 8,
1988, Richard received a ticket for failing to stop at a stop
sign or to yield at a yield sign. R.10, 23, 35. All three

traffic tickets resulted in convictions. R.10, 35.

2. The letter "R" stands for reference to the Record
which has been numbered in this case.

3. The policy in question actually covered a total of six
drivers and six vehicles. Richard Troy was one of the drivers
under the policy, and the only one that Allstate sought to
exclude from coverage. See R.27.
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Kreseski testified that Allstate's underwriting
guidelines, set out in the nonrenewal notice, precluded
continued insurance coverage for any operator who has received,
within a three year period, two or more traffic convictions, or
who has a frequency of combined losses and traffic convictions
of two or more per operator. R.10-12, 23. This approved
underwriting guideline 1is on file with the Commissioner.
R.10,11.

Kreseski also explained the process by which Allstate
established its underwriting policy. According to Kreseski,
the average Allstate driver insured by Allstate is involved in
an at-fault accident only once every 15 to 17 years. R.12, 23.
However, according to the field's leading independent research
study, conducted by the State of California (the "Study").,
where a driver's past record contains traffic conditions or
accidents, "there is an increased likelihood that a driver will
be involved 1in an accident in the future with a greater
frequency compared to a driver that has a clean record."
R.12-13. From this data, Allstate calculated that a driver
with as many traffic convictions as Richard had over a three
year period would be 3.61 times more likely to have an accident
in any given future year than a driver who had no traffic
violations. R.13-14. Thus, a driver with Richard's record
would, on average, be involved in an accident approximately

every four years, instead of only once in 15 to 17 years.

R.14.



Although Allstate can charge for certain at-fault
accidents, the insurer has chosen not to have the ability to
surcharge in Maryland for traffic convictions.4 R.12.
Consequently, the significantly higher expected accident
frequency for a driver such as Richard would have an adverse
effect upon the company's ability to profit, according to
Kreseski. It would require the insurer to incur substantially
higher costs, without the ability to surcharge those drivers
who are responsible for them. R.14.

Allstate also offered the Affidavit of Matthew Stegle
("Stegle"), the Territorial Underwriting Manager for Allstate
assigned to the Maryland region. R.15, 36-43. Stegle's
Affidavit discusses the Study, and the validity of the data and

) .. 5
conclusions drawn from 1it.

4. Kreseski stated that under its underwriting guideline,
Allstate can surcharge for certain at-fault accidents and could
surcharge for Richard's August 9, 1988 at-fault accident.
Kreseski indicated that he believed a surcharge may have been
applied to the instant policy. Kreseski explained that "[a]
surcharge is a means by which the company can take in
additional premium dollars in this particular year to
compensate it adequately for anticipated greater freguency of
accidents and possible pay-out in the future, not necessarily
the next year, but in the future." R.12.

5. According to Stegle, the validity of the California
Study results can be tested by determining their correlation
coefficient, which is a statistic indicating how strongly two
variables are related. R.42. A correlation coefficient of
1,000 indicates a perfect relationship between variables.
R.43. The <correlation coefficient associated with the
relationship between prior conviction history and subsequent
accident frequency is .994, indicating highly significant
results, according to Stegle's Affidavit. R.42-43.




According to Stegle, Allstate draws statistical data from
the Study with regard to accident frequencies for drivers with
prior accidents and/or convictions within a three year period.

R.36°

Allstate wuses the most recent updated statistics
utilized by the Study. R.37. Stegle compared the Study's
results with the results of Allstate's in-house analysis of the
frequency of accident involvement by the average Allstate
insured, and explained the resulting statistical analysis
derived by the insurer. R.36-38. Allstate calculated the
average claim payout and administrative costs associated with
an at-fault accident sustained by one of its Maryland insureds
and, based on this calculation, coupled with the expected
accident frequency, the insurer's current rating plan 1is
established. R.38-39. See also, R.1l2, (testimony of
Kreseski). Stegle emphasizes that:

Allstate's premium and surcharge rating plan does

not adequately compensate the Company for the
increased loss potential projected by the

California Study (December, 1987) for drivers with
two or more non-surchargeable occurrences. The
additional loss potential projected for this

insured is not adequately covered by Allstate's
present premium and surcharge rate filing.

6. According to the Affidavit, the Study is based on
accident involvement without regard to fault. It notes that
Allstate, 1in contrast, relies only on at-fault accidents 1in
determining to nonrenew or cancel a policy of automobile
liability insurance. "[T]herefore the statistical data
selected from the California Study would be the most
conservative estimate of future accident involvement for that
driver." Affidavit at 2. R.37.




R.39 (emphasis in original)}. Consequently, Stegle concluded
that if Allstate were required to continue to insure the entire
Troy family, it would suffer a resulting loss which would have
a "direct and substantial adverse effect wupon Allstate's
business and economic purpose which is to provide low cost
automobile insurance to as many drivers as possible, while
making a reasonable profit." R.39.

Kreseski emphasized that Allstate's proposed nonrenewal
decision in this case was purely a function of the application

of Allstate's underwriting standards as determined by the

legitimate and supported underlying statistical analysis. The
decision, he indicated, was in accord with the insurer's
uniform policy. Kreseski explained:

Allstate seeks to exclude Richard from [the]

policy, since everyone else conforms with the
underwriting guidelines and has fewer traffic con-
victions or at-fault accidents than would necessarily
cause them to be excluded. But, if any other

driver eventually exceeded the underwriting guide-
lines and the company found out about it, the company
would seek to exclude them and in the event

[the] policyholders did not agree to go

along with the exclusion, then the entire policy
would be cancelled which is what's occurring here.

R.15.

Only Mrs. Troy appeared at the Hearing. No evidence was
offered by the Appellants, and the insurer's evidence was never
disputed or contradicted at the Hearing.

Based upon the testimony and exhibits, the Hearing
Examiner found that Allstate's application of its underwriting

standards to Troy's policy was based on valid statistical




data. R.1-2. Furthermore, the Hearing Examiner found that

Allstate's application of 1its wunderwriting standards in this
case was reasonably related to 1its economic and business
purpose, and that continued coverage for Richard wunder
Allstate's underwriting guideline would adversely affect
Allstate's losses and expenses. R.2. As a result, the Hearing
Examiner concluded that Allstate was not in violation of any of
the pertinent sections of the Insurance Code, and authorized
Allstate to effect 1its proposed action on or after July 6,
1989. R.2. Troy noted a timely appeal and obtained a stay of

the Commissioner's Order.

ITI. Scope of Review

Section 40(5) of the Insurance Code governs the standards
of Jjudicial review of decisions of the Commissioner. It
provides:

The court may affirm the decision of the Commissioner

or remand the case for further proceedings; or it may
reverse or modify the decision if the substantial rights
of the petitioners may have been prejudiced because the
administrative findings, inferences, conclusions or
decisions are:

(1) 1In violation of constitutional provisions; or

(ii) 1In excess of the statutory authority or
jurisdiction of the Commissioner; or

(iii) Made upon unlawful procedure; or

(iv) Affected by other error of law; or

(v) ©Unsupported by competent, material, and
substantial evidence in view of the entire record as
submitted; or

(vi) Against the weight of competent, material and
substantial evidence in view of the entire record, as
submitted by the Commissioner and including de
novo evidence taken in open court; or

(vii) Unsupported by the entire record, as submitted
by the Commissioner and including de novo evidence
taken in open court; or

(viii) Arbitrary or capricious.
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Miller v. Ins. Comm'r, 70 Md. App. 355, 365 (1987); Ins. Comm'r

v. Allstate Ins. Co., 268 Md. 428, 442-43 (1973).

Section 40(5), and the case law interpreting it, make
clear that "the basic standard for reviewing an administrative
finding by the Insurance Commissioner is whether the finding is

supported by "substantial evidence." Lumbermen's Mut. Casualty

v. Ins. Comm'r., 302 Md. 248, 266 (1985). The test is not how

this court would resolve a factual dispute, or gquestions of
credibility. On review, this court 1is only to determine
whether "a reasoning mind reasonably could have reached the
factual conclusion the agency reached." Id. (citations
omitted).

In applying the substantial evidence test, the appellate
courts have emphasized that this court should not substitute

its judgment for the expertise of those persons who constitute

the administrative agency from which the appeal is taken. See

Miller, supra, 70 Md. App. at 366. Furthermore, the decisions

of administrative agencies must be viewed in the 1light most

favorable to the agency, since such decisions are prima facie

correct. Id.; Nationwide Mut. Ins. Co. v. Ins. Comm'r, 67 Md.

App. 727, 737 (1986). See generally, Bulluck v. Pelham Wood

Apts., 283 Md. 505, 513 (1978).
The insurer had the burden of persuasion to satisfy the
Commissioner that the cancellation or nonrenewal of the policy

was justified, Sec. 234A(a). But, on appeal, the burden shifts




to the Petitioner to show that the administrative proceedings

prejudiced any of his substantial rights. See Miller, supra,

70 Md. App. at 365; Gov't Employees Ins. v. Ins. Comm'r, 273

Md. 467 (1975); Nuger v. Ins. Comm'r, 238 Md. 55, 61 (1965).

IV. Discussion

The Commissioner's decision approving Allstate's proposed
action is supported by substantial evidence and is correct as a
matter of law.

Section 234A of the 1Insurance Code sets forth the
substantive wunderwriting requirements and limitations for
insurance risks, including automobile insurance risks.

Lumbermen's, supra, 302 Md. at 253. Originally enacted to

proscribe discriminatory underwriting, it has been expanded to
provide that no insurer may cancel or refuse to underwrite or
renew an insurance risk except by the application of standards
which are reasonably related to the insurer's economic and

business purposes. Id. at 253-255; Miller, supra, 70 Md. App.
7

at 366-67.

In Lumbermen's, Judge Eldridge discussed the expansion of

Sec. 234A by Chapter 752 of the laws of 1974. TLike the instant

case, Lumbermen's dealt with the attempted cancellation of

automobile liability insurance of drivers with more than one

accident or traffic violation within a three year period. The

7. See Section 234A (a)-(d).
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Court affirmed the decision of the Commissioner that the
insurers failed to prove that surcharges under their approved
rating plans would not compensate them for their insured risk.
The Court further found that the real complaint of the insurers
was over the adequacy of the approved rating plans, and held
that such a controversy 1is not encompassed by Sec. 234A. 1Id.
at 267-69.

The Court in Lumbermen's gave notice that it would require

a close examination of the specific factual basis provided by
the insurer to Jjustify its underwriting decisions. The Court
emphasized the importance of the preamble to the revision of
Sec. 234A, which states that insurers' underwriting decisions
must

be made solely on the basis of a reasonable application

to relevant facts of underwriting principles, standards
and rules that can be demonstrated objectively to measure
the probability of a direct and substantial adverse effect
upon losses or expenses of the insurer in light

of the approved rating plan or plans of the insurer

then in effect....

Id. at 254, 267 (emphasis supplied by the Court of Appeals).
The Court fund the factual bases necessary to justify the
underwriting decisions proposed by the insurers to be sorely

lacking in the cases before it in Lumbermen's. The Court

stated that there was no evidence introduced concerning the
amount of premium revenue which would likely be produced from

the companies' Maryland insureds in the rating classifications

10




having surcharges for two or more violations or accidents over
a three year period. Id. at 266. Moreover, no evidence was
offered concerning additional compensation the companies would
receive from the surcharges, except for the "bald conclusory
statement" by the underwriters that it would be insufficient.
Id. The Court also pointed out that there was no evidence
introduced regarding the loss experience of the two companies
with insureds having more than one traffic violation or
accident over a three year period. Id. Finally, the Court
complained, none of the studies or reports referred to by the
insurers at various points were introduced into evidence. 1Id.

In Crumlish v. Ins. Comm'r., 70 Md. App. 182 (1987), the

Court of Special Appeals, relying on Lumbermen's, also

emphasized that conclusory statements bearing on the
relationship of an insurer's underwriting standard to 1its
"economic and business purposes" are not enough to comply with

the statute. 1Instead, the Court opined:

Facts must be produced which answer at least the following
guestions:

1. What is the statistical basis for the supposition
that a person who has two or more chargeable losses
within a 24 month period is more likely to have a
chargeable accident within the next 12 months than a
person who has had no accidents, one chargeable
accident, or two or more nonchargeable accidents?

2. How valid is any such statistical evidence?

3. If there is statistical validity to the supposition,
what direct and substantial adverse effect would it have
upon [the insurer's] losses and expenses in light of its
current approved rating plan?

70 Md. App. at 190.

11




Appellant initially <challenges the decision of the

Commissioner on the general basis, essentially, that the

Commissioner's finding's were not supported by substantial

evidence. This general contention must fail, however, in light
of the scope of review outlined, supra. The instant case

presents a factual basis to support Allstate's underwriting
guideline that is quite distinguishable from those present in

Lumbermen's and Crumlish. Rather than presenting mere "bald

conclusory statements," Allstate here has presented
demonstrably objective statistical evidence, addressing each of
the questions which the Court of Special Appeals indicated in
Crumlish must be considered. Additionally, the evidence
produced by Allstate included the actual data from the studies
and reports underlying its underwriting analysis.

First, Allstate produced before the Commissioner facts
showing the statistical basis, developed from analyses of both
the Study and its own studies, supporting the supposition that
a person with chargeable occurrences is more likely to have a
greater frequency of accidents than drivers who have no such
incidents. Next, the insurer introduced evidence showing the
validity of its statistical evidence. Finally, Allstate
produced evidence of the direct and substantial adverse effect
which would result, based on its current approved rating plan.
Since Allstate  has no provision in its guideline for
surcharging for the added potential exposure, the impact of
requiring Allstate to continue such a risk was demonstrated in

an objective fashion.

12




From all of the evidence presented, it is this court's
view that a reasoning mind could have reasonably found that
Allstate successfully carried 1its burden of proving that
Richard posed an increased risk and that its rating plan does
not provide for the imposition of an adequate rate to
compensate for the increased risk. See R.2. Compare

Lumberman's Mut. Casualty v. Ins. Comm'r, supra, 302 Md. at

266.

The other objections raised by Troy to the Commissioner's
decision below are insufficient to meet the burden of showing
that the administrative proceedings prejudiced any of his
substantial rights. One line of these objections goes to the
validity of the underlying statistics and resulting conclusions
drawn by Allstate from the Study and its own analysis of its
insured drivers in Maryland. As to these arguments, this court
may not substitute its Jjudgment for the expertise of the
Commissioner. The underlying statistical data and concomitant
analysis were set out for the Commissioner's review, and this
court 1is of the view that the Commissioner gave sufficient
consideration to the evidence and its validity. See R.1-2.

This court also rejects Troy's assertion that the "Order
on Hearing" issued by the Commissioner does not comport with
the requirements of Sec. 39. It provides, in pertinent part,
that "[t]lhe Order shall contain a concise statement of the

facts as found by the Commissioner and of his conclusions

13




therefrom, and the matters required by Section 29." Section 29
requires that an Order of the Commissioner state its effective
date and concisely state its intent or purpose, the grounds on
which it is based and the provision of Art. 48A pursuant to
which action is taken.

The Order of Hearing in the 1instant case meets these

requirements. The Hearing Examiner made factual findings as to
Allstate's wunderwriting standards as follows: (1) Richard's
driving record exceeds these standards; (2) Allstate's

statistical data was valid and supported its assertions
concerning an 1increase in expected accident frequency for
Richard; (3) Allstate's rating plan does not provide for the
imposition of an adequate rate for the additional exposure
presented by Richard; (4) continued insurance coverage for
Richard would adversely affect Allstate's losses and expenses.
This Order clearly satisfies the requirements of Sec. 39.
Another series of objections presented by Troy gquestions
the wuniformity with which Allstate applies its underwriting
standards, suggesting that the insurer may be applying its
standards in an arbitrary and capricious way. However, at the
hearing Kreseski testified that Allstate's decision in this
case was purely a function of its uniform policies as
determined by 1its underwriting guideline. In fact, Kreseski
specifically emphasized that the proposed action would have

been the same for any driver with a driving record such as

14




that of Richard. Troy produced no evidence to the contrary.

Although Troy suggests that Allstate is somehow basing its
coverage decisions merely on future promises it may or may not
fulfill, he has not offered any evidence that Allstate actually
deviated from 1its professed uniform underwriting guideline.
Troy also suggests that Allstate's nonrenewal or exclusion
decision may have been the result, at least in part, of racial
discrimination, notwithstanding the provision in Allstate's
nonrenewal notice that its action would be the same for any of
its policyholders with the same driving record. R.24. This
allegation, however, is not supported by any evidence.

Troy also argues that Allstate's proposed action, and the
Commissioner's decision to approve it, are flawed because the
underlying data and analysis fail to take into account the
particular individual situation of Richard in determining his
position under the policy. Thus, according to Troy.,
insufficient weight was given to the fact that Richard was
involved in "only" one accident that resulted in a claim of
"only" $705; that he received "only" two points against his
driving record for motor vehicle violations in the applicable
three year period; that he has "a radically changed driving
pattern" since he is now enrolled in college and away from
home; and that he has "learned from his experiences" and
"matured as a young man." These arguments do not prevail in

15




this situation, because the statutory scheme does not reqguire
an insurer to take them into account. On the contrary, an
insurer is required to look to demonstrably objective data, and
an underwriting system based solely on subjective Jjudgments
concerning the individual lifestyles and personal
characteristics of each insured would seem infinitely more
susceptible to challenge as arbitrary and capricious. There is
no question that, in determining whether to nonrenew the Troy
insurance policy, Allstate could consider traffic violations
and accidents involving Richard which occurred within three
years of the policy renewal date. See Sec. 234A(d)(1).

Finally, Troy suggests that the Commissioner has in some
way abdicated his responsibility by allowing Allstate to apply
the criteria on which it has chosen to rely in its underwriting
guideline. The action taken in this case is clearly a function
of Allstate's determination not to provide automobile liability
insurance for drivers predicted by the company to cause higher

levels of liability exposure. In Lumbermen's, supra, the Court

specifically referred to such a determination as one available
to an insurer. If an insurer decides it does not wish to
insure the risk of a driver with more than one traffic
violation or accident 1in a three year period, the Court
explained, it could in fact seek to modify its rating plan by

deleting this classification of risks. See Lumbermen's, supra,

302 Md. at 369. In the instant case, Allstate has clearly
chosen a method approved by the Court of Appeals. Its approved

rating plan does not include coverage for the risks presented

16




by a driver such as Richard. R. 12. The insurer thus may
refuse to renew Troy's policy or, alternatively, to exclude
Richard as a result. See Sec. 240C-1(a)(l) (requiring the
insurer to make exclusion offer in lieu of nonrenewal). Troy
therefore cannot now complain that this action is unfair or
discriminatory, or that it constitutes illegal
"complusion/blackmail /duress" as applied to his policy.

The Hearing Examiner properly applied the relevant
statutory provisions to the facts, which are supported by
substantial evidence. Accordingly, Allstate's proposed action
was lawfully approved. é;k;iV“

Based on the foregoing, it 1s, this day of May,
1990, by the Circuit Court for Baltimore City,

ORDERED that the decision of the Commissioner be, and the
same hereby 1is, AFFIRMED.

Costs to be paid by Appellant.

Dy L HHOUares

Ellen L. Hollander, Judge

cc: Mr. Terry Troy
7819 Ivymount Terrace
Potomac, Maryland 20854

Steven L. Kreseski, Esquire

Law Offices of Joseph A. Schwartz, III
Washington Place

10 West Madison Street

Baltimore, Maryland 21201

Meg L. Rosthal, Esquire
Assistant Attorney General
501 sSt. Paul Place
Baltimore, Maryland 21202

17




CIRCJIT COUKT FOR SALTI 2 0 CITY CAT - L. 7 11/24/39

O e

PRESIDING JUDGE [ E N RN BN AR EERNNERENNENE X N NN J
CGURTRODM CLE{{K LE R R BN AR RN AESNERENENLEELNENENRZE ] </5

'TENDGRAP{%ER ([ A A X2 R 22 AR XN R RN ENNRNS ]
ASSIGNMENT FDR THURSDAY DECEMBER O7y 1989

CASE NUMBER - 89184C50

CASE TITLE - TROY VS ALLSTATE INS CL99747 | cL
CATEGORY - APPEAL-FRUM ADMINISTRATIVE AGENCY
PROCEEDING - COURT TRIAL = FAST TRACK
SCHWARTZy JOSEPH II DEFENSE ATTORMEY 2447000
KRESESKIy STEVEN L DEFENSE ATTORNEY Z44-T000
SCHWARZTy JOSEPH IV DEFENSE ATTORNEY
ROSTHALy MEG L DEFENSE ATTORNEY 333-6284
@ rrov, Terey PLAINTIFF

o ot

'P;; LF PROCEEDINGS (____ JURY) ( NON=JURY) (____ OTHER)

"ISPISITION (CHECK ONE)

( SETTLED) ( CANNGT SETTLE) { NEXT CUURT DATE)
(_ VERDICT) { REMANDED) ‘ {____ NON PROS/DISMISSED)
(____ JUDGEMENT NISI) { ORDER/DECREE SIGNED) { L THERY

PLEASE EXPLAIN:
{____ JUDGEMENT ABSOLUTH) (_ ORDES/DECLE: T 0 :& SIGNED)
{ POSTPONED) (____. MOTION GRANTED)
( SUb CURIA) { MOTION DENIED)

NG E sxcmaru&;,/:gzzzza’l—) 7éﬁ2%6éb¢ZZ?UATE //27467é%? ‘




CIRCYIT COURT FUGR sALTIMLR: CITY DATE PRINTLD 11/0C9/C8%

PRESIDING JUDGE

CGURTRODM CLERK L X X X AR LREL R AL L ENLE AL ERS RSB ] </4

ASSIGNMENT FOR THURSDAY NOVEMRER 09y 1989

CASE NUMBER -~ 89184050

CASE TITLE -~ TROY VS ALLSTATE INS CL99747 cL
CATEGORY ~ APPEAL FROM ADMINISTRATIVE AGENCY
CASE CONTROL SHEET
SCHWARTZy JUSEPH 1IIX DEFENSE ATTORNEY 244-7000
KRESESKIy STEVEN L DEFENSE ATTORNEY 244~T7000
' SCHWARZTy JOSEPH IV DEFENSE ATTORNEY
ROSTHALy Mc6 L DEFENSE ATTORNEY 233-6234
TRGY s TERRY PLAINTIFF _

/W MW/

+YPE CF PRUCEEDING: { Jury) (______ NON—JURY) (____ 7ITHER)

JISPOSITION [CHECK ONC)

(____ SETTLED) (_ CANNGY SETTLR) { NEXT COURT DATE)
{ VERDICT) ( REMANDED) { WON PROS/DISMISSED)
{ JUDGEMENT NISI) ORDER/DECREE SIGNED) { CTHER)
PLEASE EXPLAIN:
( — JUDGEMENT ABSOLUTE) ( DRDER/DECREE TO 35 SIGNED)
{ _ PUOSTPOCNED) { HOTION GRANTED)
( SuB CURIA) MOTION DENIED)

JUDGE SIGNATUR EM&[MK_L_ DATE /&Q/@b//ﬁ/




WD

N
N\

NOV 18 1989
TERRY TROY
CIRCUIT COURT FoR
Appellant BALTIMORE iy ,
Ve IN THE .

INSURANCE COMMISSIONER OF THE
STATE OF MARYLAND

CIRCUIT COURT

FOR BALTIMORE CITY
and
CASE NO. 89184050/CL99747
ALLSTATE INSURANCE COMPANY

% ¥ % * % % F % ¥ F ¥ * ¥ ¥

Appellees
* *

* * * * * *

MEMORANDUM OF THE INSURANCE COMMISSIONER

John A. Donaho, Insurance Commissioner of the State of
Maryland, by his attorneys, J. Joseph Curran, Jr., Attorney
General of Maryland and Meg L. Rosthal, Assistant Attorney
General, submits this Memorandum of Law pursuant to Maryland Rule
Bl2. !

STATEMENT OF THE CASE AND OF THE FACTS

By notice dated December 14, 1988, Allstate Insurance
Company (Allstate) informed Terry Troy that, effective February
7, 1989, his automobile insurance policy would not be renewed.
(R. 21-24). 1In lieu of nonrenewal, Allstate offered to continue
the policy in force, provided Richard Christian Troy was excluded
from coverage under the policy. The reasons for nonrenewal were
stated in the notice as follows:

The Allstate Insurance Company has as its
economic and business purposes the follow-
ing: (1) the continued solvency of the
corporation, (2) the making of a reason-
able profit to provide continued service to

policyholders and for corporate growth and
expansion, and (3) the maintenance of the




lowest possible rate structure for its
policyholders.

To achieve this, we maintain a program in
which we seek to insure the average or
better than average risk. The average
Maryland driver that we have insured dur-
ing the past three years has been involved
in an at-fault accident at the rate of one
in every fifteen (15) to seventeen (17)
years of driving. This rate of accident
involvement has remained fairly constant
over the past several years.

Prior to renewal, the company reviews the
records of policyholders with losses during
the past three years. There are a number
of situations that will occur which when
analyzed by an Allstate Underwriter, may
result in a decision not to continue a
risk. Such a decision is made when the
Underwriter is convinced that the risk of
future loss exceeds the exposure anticipa-
ted and that the economic and business in-
terests of Allstate would no longer be
served by the continuation of such a
risk. Some of the more typical examples of
such situations follow: . . . (4) a fre-
quency of convictions for motor vehicle
violations (Allstate's non-continuation
standard is at least two convictions by any
one operator) . . . (6) a frequency of com-
bined losses and convictions which is de-
fined as at least two per operator . . . .

A review of your policy records shows the
following: Richard has 8-9-88 sideswiped
claimant -~ $705.00 paid; 3-31-88; speed; 8-
8-88 failure to stop at stop/yield at yield
sign.

Independent research studies have shown
that persons with accident and or motor
vehicle violation involvement are more
likely to have future accidents than per-
sons without this involvement. One such
study shows the chance of an accident rises
almost correspondingly with the number of
convictions the driver has in a three (3)
year period. The average conviction record
compared with "0" convictions in a three
(3) year period




based on this study would indicate a 1.951
greater chance of accident. Allstate does
not have a rating plan to accomodate the
potential for future accident involvement
indicated by this violation record.

The same study shows that the chance of an
accident rises almost correspondingly with
the number of accidents the driver has in
a three-year period. The above record
compared with "0" accident involvement
would indicate a 3.61 times greater chance
of accidents.

We do surcharge for certain at-fault
accidents, however, the projected
increased exposure indicated by the above
driving record is beyond the scope of that
anticipated by our <classification and
rating structure.

Our action to terminate coverage 1is 1in
compliance with our stated economic and
business purposes and supported by the
fact that such action would be the same
for any of our policyholders with the same
circumstances or similar driving record.
(R. 21-24).
Appellant protested Allstate's proposed nonrenewal action
and a hearing was held before Hearing Examiner William E.
Holliway on May 18, 1989. (R. 1-2). Allstate was represented at
the hearing by Steven L. Kreseski, Esquire and Terry Troy was

represented by Joyce Troy, his wife.

Kreseski recounted the reasons for Allstate's proposed

1 An exhibit submitted at the hearing by Allstate indicates that the
accident frequency figures contained in the notice have been transposed. (See
R. 41). The figures in the notice pertain to predicted accident frequency
based on a driving record of one conviction and three accidents within 2
years, rather than Richard Troy's record of one accident and three convictions
within two years. However, Richard Troy's driving record, which is the basis
for Allstate's proposed nonrenewal of the Troy policy, is accurately stated in
the notice and Allstate's exhibit identifies the expected accident frequency
associated with that record.




nonrenewal of the Troy policy, which are that, on August 9, 1988,
Richard Troy sideswiped another vehicle requiring Allstate to pay
$705.00 to that claimant, on March 31, 1988 and April 30, 1988,
Richard Troy was ticketed for speeding and on August 8, 1988 he
was ticketed for failing to stop at a stop sign or to yield at a
yield sign. (R. 10, 35). All three traffic tickets resulted in
convictions. (R. 35). Kreseski explained that Allstate has an
underwriting guideline which precludes continued insurance cov-
erage for any driver who has had two or more occurrences within a
three-year period. (R. 10, 11-12). Kreseski explained that All-
state will not continue insurance coverage for any operator who
has had at least two convictions in a three-year period or a
frequency of combined losses and convictions which is defined as
at least two per operator. (R. 11-12). Allstate does not have
the ability to surcharge in Maryland for traffic convictions, al-
though it can surcharge for certain at-fault accidents, Kreseski
testified. (R. 12).

Allstate seeks to insure preferred drivers in Maryland and
calculates that the average Maryland Allstate insured is involved
in an at-fault accident only once every 15 to 17 years. (R. 12).
Based on this expected accident frequency, coupled with the aver-
age amount Allstate spent to process and pay a claim in 1988
(1,511.04), Allstate can determine how much money it needs to
reserve in order to pay future claims. (R. 12-13). A driver who
has incurred traffic convictions or accidents can be expected to

have more accidents in the future than a driver who has been




violation or accident free, Kreseski testified. (R. 13). In
support of this contention, Kreseski cited the California Study,
a research study conducted by the California Department of Motor
Vehicles, which concludes that, with three convictions in two
years Richard Troy is 3.61 times more likely to have an at-fault
accident in the third year than a driver who has had no
convictions in two years. (R. 13-14, 41). This expected accident
frequency far exceeds that of the average Allstate insured and
will have a direct adverse effect upon the company's ability for
profit, Kreseski testified. (R. 14).

Due to Richard Troy's driving record, Allstate seeks to
exclude him from coverage under the family automobile policy or,
if the exclusion offer is rejected, to cancel the entire policy.
(R. 15). However, Allstate would offer coverage to Richard Troy
through Allstate Indemnity Insurance, a subsidiary which caters
to the less than preferred market. (R. 15, 24).

In further support of its underwriting standards, Kreseski
offered into evidence the affidavit of Matthew Stegle,
Territorial Underwriting Manager for Allstate Insurance Co.
assigned to the Maryland region. (R. 15, 36-43). The affidavit
discusses Allstate's wuse of the California Study results?
concerning accident frequencies for drivers with prior accidents

and convictions and compares these frequencies to the results of

2Stegle's affidavit states that Allstate's underwriting department relies
upon the statistics contained in the most recent California study update,
which was conducted in 1987, contrary to Appellant's assertions that the
figures are 25 years old.




Allstate's in-house studies which determined the frequency of ac-
cident involvement by the average Allstate insured. (R. 36-38).
Stegle's affidavit explains that Allstate has calculated the
average claim payout and administrative costs associated with an
at-fault accident sustained by one of its Maryland insureds and,
based on this calculation, coupled with the expected accident
frequency, has derived its current rating plan. (R. 38-39).
Stegle's affidavit further states that "Allstates premium and
surcharge rating plan does not adequately compensate the company
for the increased loss potential projected by the California
study (December, 1987) for drivers with two or more non-
surchargeable occurrences. The additional loss potential
projected for this insured 1is not adequately covered by
Allstate's present premium and surcharge rate filing." (R. 39,
emphasis original). Accordingly, Stegle concluded that if
Allstate were required to continue to insure this risk it would
suffer a loss which would have a direct and sub~stantial adverse
effect upon Allstate's business and economic purpose. (R. 39).
The validity of the California study results can be tested
by determining their correlation coefficient, a statistic which
indicates how strongly two variables are related. (R. 42). A
correlation coefficient of 1.000 indicates a perfect relationship
between variables. (R. 43). The correlation coefficient associ-
ated with the relationship between prior conviction history and
subsequent accident frequency is .994, indicating highly signifi-

cant results. (R. 42-43) .




On June 16, 1989 Hearing Examiner Holliway issued an Order
on Hearing in which he found that Allstate utilizes an under-
writing standard which provides that it will not continue to
insure any driver who has a frequency of combined losses and
convictions defined as at least two per operator within the past
three years, that Richard Troy has had one loss and three
convictions within a 4-1/2 month period, which record exceeds
Allstate's underwriting standard, that the driving record of
Richard Troy presents additional exposure to Allstate which is
not contemplated by 1its rating plan, that the statistical
evidence produced by Allstate 1is wvalid and demonstrates that
there 1is a strong relationship between past accidents and
violations and the probability for future accident involvement,
that Allstate's rating plan does not provide for the imposition
of an adequate rate for Richard Troy and, therefore, that the
application of Allstate's underwriting standards is reasonably
related to its economic and business purposes. (R. 1-2).
Accordingly, Allstate was authorized to effect its proposed
nonrenewal of the Troy insurance policy on or after July 6,
1989. Troy noted a timely appeal of this Order to the Circuit
Court for Baltimore City and obtained a stay of the
Commissioner's Order.

QUESTIONS PRESENTED

1. Was Allstate's recitation of its under-
writing standard at the hearing a statement of
the standard in effect at the time Allstate
attempted to nonrenew the Troy Policy?

2. Did Allstate lawfully consider Richard
Troy's driving record for the three years

o




preceding the date of its proposed nonrenewal
of the Troy policy?

3. Did the Insurance Commissioner correctly
determine that the evidence presented by
Allstate was sufficient to satisfy the burden
impose upon the insurer by Article 48a,
§234A?

4. Does the 1Insurance Commissioner's Order
comport with the requirements set forth in §39?

5. Is Allstate's exclusion of driver offer
tantamount to illegal "compulsion/blackmail/
duress," as Appellant alleges?
ARGUMENT
I.

STANDARD OF REVIEW

The standard of review applied by a reviewing court to
quasi-judicial decisions of the Insurance Commissioner is set
forth in §40(5), which states:

The court may affirm the decision of the
Commissioner or remand the case for further
proceedings; or it may reverse or modify the
decision 1if the substantial rights of the
petitioners may have been prejudiced because
the administrative findings, inferences,
conclusions, or decisions are:

(i) In violation of constitutional
provisions; or

(ii) In excess of the statutory
authority or Jjurisdiction of the
Commissioner; or

(iii) Made upon unlawful procedure; or

(iv) Affected by other error of law; or

(v) Unsupported by competent, material
and substantial evidence in view of

3 an statutory reference shall be to Article 48A, the Insurance Code.
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the entire record as submitted; or

(vi) Against the weight of competent,
material and substantial evidence
in view of the entire record, as
submitted by the Commissioner and
including de novo evidence taken in
open court; or

(vii) Unsupported by the entire record,
as submitted by the Commissioner
and including de novo evidence
taken in open court; or
(viii) Arbitrary or capricious.
It is well settled that it 1is within the power of the
Commissioner to make all factual conclusions necessary to the

determination of whether Allstate violated §234A in attempting to

terminate Appellant's automobile insurance policy. Department of

Natural Resources v. Linchester, 274 Md. 211 (1974); Nationwide

Mutual Insurance Company v. Insurance Commissioner, 67 Md. App.

727 (1986).
A reviewing court may not set aside an agency decision
merely because it might weigh the evidence differently.

Secretary v. Crowder, 43 Md. App. 276, 281-82 (1979). It may

only determine whether a reasoning mind reasonably could have
reached the same conclusions and inferences that the Commissioner

reached. Lumbermen's Mutual Casualty Company v. Insurance

Commissioner, 302 Md. 248, 266 (1985); Bulluck v. Pelham Woods

Apts., 283 Md. 505 (1977); Nationwide Mutual Insurance Company v.

Insurance Commissioner, 67 Md. App. 727 (1987). The reviewing

court must also review the

agency's decisions in the light most favorable
to the agency, since the decisions of adminis-
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trative agencies are prima facie correct . . .
'and carry with them the presumption of
validity'. [citations omitted].
Bulluck, 283 Md. at 513. Furthermore,
not only is it the province of the agency to
resolve conflicting evidence, but where
inconsistent inferences from the same evidence
may be drawn, it is for the agency to draw the
inferences.
Bulluck, id.
The Court of Appeals has also stated that, where the de-
cision of the administrative agency is one of law rather than
fact, the reviewing court must determine only whether the

decision is "in accordance with law." Baltimore Building &

Construction Trade Councils, AFL-CIO v. J. Gordon Barnes, 290 Md.

9, 14-15 (1981).

It is clear when applying this exacting standard of review
that the Insurance Commissioner, in resolving the "inconsistent
inferences from the same evidence", and finding the facts in the
case before him, acted consistently with the law, and that a
reasoning mind reasonably could have reached the same conclusions
the agency reached. Accordingly, the Insurance Commissioner's
decision should be upheld.

IT.
Allstate's Recitation of its Underwriting Standard at the

Hearing Was a Statement of the Standard in Effect at the
Time Allstate Attempted to Nonrenew the Troy Policy.

Appellant contends, on page two of his Memorandum, that

Allstate's statement of its underwriting standard is a "future
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promise," or a statement of a standard that "was not true at time
of hearing.” Apparently, Appellant construes the phrase
"Allstate WILL not continue to insure any driver . . . ."
(emphasis original) as a statement of Allstate's plans for the
future rather than of its existing underwriting standards.

The Commissioner is at a loss as to precisely where in the
record these exact words appear and points out that Allstate's
representative, Steven L. Kreseski, stated that "Allstate's non-
continuation standard is at least two convictions by any one
operator. And number six, a frequency of combined losses and
convictions which is defined as at least two per operator." (R.
11-12, emphasis added). Clearly these are statements of
Allstate's current underwriting standards, as are identical
statements contained in Allstate's notice to Appellant. (R. 23).

Even 1if the ©precise phraseology cited in Appellant's
Memorandum does appear in the record ("Allstate will not continue
to insure . . . ."), Appellant misconstrues this statement as one
of future intent rather than current practice. There is nothing
in the record to support Appellant's allegations that the
underwriting standard utilized in this case was not in use at the
time Allstate proposed to nonrenew the Troy policy and is not now
in use.

Moreover, insurers are free to change their underwriting
standards from time to time without giving prior notice to their
insureds and need not file their underwriting standards with the

Commissioner.
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Underwriting is a company's decision whether to issue or to
continue a policy, and that decision is within the province of

the insurer. See Insurance Commissioner v. Allstate Ins., 268

Md. 428, 440 (1983); Edelstein v. Nationwide Mut. Ins., 253 Md.

455, 461 (1969). Regulatory control of underwriting extends only
to determining whether the decision is "arbitrary, capricious, or
unfairly discriminatory,” or, to the contrary, based on "stan-
dards which are reasonably related to the insurer's economic and
business purposes." §234A(a). There is no requirement in the
Insurance Code that insurers give insured previous notice of how
their underwriting department operates; truly, insureds drive at
their peril if they do not drive well. It is only after the
underwriting decision has been made that an insurer is obliged to
apprise an insured of the basis of its underwriting decisions,
which is accomplished through the §240AA (b) notice of
cancellation or nonrenewal. At that point, insureds have the
right to protest the reasonableness of an insurer's decision.
§240AA (4d) .

While rates must be filed with and approved by the
Commissioner pursuant to §242(d), there 1is no comparable
provision in the Insurance Code for underwriting standards. It
is reasonable to conclude that, by enacting a rating requirement,
but not an underwriting one, and further by establishing a
procedure whereby underwriting decisions are subject to review,
that the Legislature meant what it did not say: that underwriting

is essentially the insurer's business and there need not be prior
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disclosure of underwriting guidelines to the insured. When the
Legislature intends to require 1insurers to include specific
provisions in insurance policies, the Legislature has made this
perfectly clear in specific language mandating those provisions,
for example, the numerous health insurance mandated benefit
statutes in Maryland, as well as other sections designating
particular provisions that must be included in an insurance
policy. See e.q., §§388-389 (Life insurance), §§402-409
(annuities), §§539-541 (motor vehicle liability insurance). If,
as has been stated frequently, courts are not to insert words
into a statute to make it express an intention not evident in its

original form, Board of Education of Garrett County v. Lends, 295

Md. 55 (1982), then they should certainly not insert entire
legislative mandates.
III.
Allstate Lawfully Considered Richard Troy's

Driving Record for the Three Years Preceding the
Date of its Proposed Nonrenewal of the Troy Policy

Appellant takes exception to Allstate's consideration of
that part of Richard Troy's driving record which is adverse to
him, without giving favorable weight to the fact that Richard
subsequently drove for one full year without having an accident
and is currently not driving at all.4

There 1is no question that, in determining whether to

nonrenew the Troy insurance policy, Allstate could consider

4 If indeed Richard is away at school and not driving at this time, it would
seem to impose no hardship on Appellant to simply accept the exclusion of
driver offer.
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traffic violations and accidents involving Richard Troy which
occurred within three years of the policy renewal date. See
§234A(d) (1) . These violations and accidents are significant for
their predictive value with regard to future accident frequency.
It is immaterial that an accident may have entailed only minor
damage. What is important in this case is that Richard Troy had
three moving violations and one at-~fault accident in the span of
only 4-1/2 months and, therefore, can be expected to have a much
higher accident frequency in the future than a driver who has had
fewer, or no, violations or accidents. Allstate acted lawfully
when it attempted to nonrenew the Troy policy effective February
7, 1989, based on Richard Troy's driving record for the previous
three years.
Iv.
The Insurance Commissioner Correctly Determined That

The Evidence Presented by Allstate Was Sufficient To
Satisfy the Burden Imposed Upon the Insurer by §234A.

Appellant contends that the California study data is not
valid, that it is 25 years old and that Allstate has not demon-
strated that it would lose money if it were required to insure
drivers with records 1like Richard Troy's. He also insinuates
that Allstate's action is based, at least in part, on the color
of his son's skin. Before exploring these specific objections, a
review of §234A's requirements, as construed by Maryland's
appellate courts, should be helpful.

Section 234 (a) provides in pertinent part:

No insurer . . . shall cancel or refuse to

underwrite or renew a particular insurance risk
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for any reason based in whole or in part upon
race, color, creed, sex, or blindness of any
applicant or policyholder or for any arbitrary,
capricious or unfairly discriminatory reason.
No insurer . . . . may cancel or refuse to
underwrite or renew a particular insurance risk
. « . except by the application of standards
which are reasonably related to the insurer's
economic and business purposes. At any hearing
to determine whether there has been a violation
of this section, the burden of persuasion shall
be upon the insurer to demonstrate that the
cancellation, or refusal to underwrite or renew
is justified under the standards so demonstrated.

In Geico v. Insurance Commissioner, 273 Md. 467 (1957),

Court explained what an insurer must show in support of

decision to cancel or not to renew an automobile policy:

[Tlhe insurer must establish that its assigned
reason is an actual one, that is, genuine; and
that the facts on which it is based are true.
In addition, of course, the insurer must comply
with the remaining procedural requirements in
§240AA and the substantive standards, including
the prohibition of historic prejudices, in
§5§234A and 240F. Only then will the insurer
have met the burden of proving its proposed
action to be justified under §240AA(f).

Essentially, 234A of the Insurance Code requires two findings:

1. That the standards used to <cancel or
nonrenew are 'reasonably related to the
insurer's economic and business purposes';
and

2. That wunder those standards the cancel-
lation is Jjustified -- essentially, that
the insured falls within the underwriting
proscription.

As stated in Geico v. Insurance Commissioner, 273 Md.

483-84:

Nothing in $5240AA permits the Commissioner to
substitute his underwriting Jjudgment for that
of the insurer. Similarly, it is not for the
Courts to decide whether a driver is a good or

_15_
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poor risk; nor may the courts formulate
criteria for the Commissioner to follow 1in
considering whether the action proposed by an
insurer is justified.

Most recently, in Crumlish v. Insurance Commissioner, 70 Md.

App. 182 (1987), the Court of Special Appeals set forth, in
dicta, the quantum of proof an insurer must adduce in order to
satisfy the requirements of §234A. The Court stated that:

Facts must be produced which answer at least
the following questions:

1. What 1is the statistical basis for the
supposition that a person who [violates
the applicable underwriting standard] is
more likely to have a chargeable accident
within the next 12 months than a person
who [does not violate the standard]?

2. How wvalid is any such statistical
evidence?

3. If there is statistical validity to the
supposition, what direct and substantial
adverse effect would it have upon [the
insurer's] losses and expense in light of
its current approved rating plan?

70 Md. App. at 190.

Appellant takes numerous stabs at the California study data
and its use by Allstate. He contends that the data is 25 years
old, when the affidavit of Matthew Stegle ©belies that
assertion. Stegle's affidavit reveals that the study was
originally conducted in 1964, but that is has been updated on
several occasions and that Allstate relies on the most recent
data, which was compiled in 1987. (R. 36-37).

Appellant also contends that the data are not wvalid and that

Allstate would not lose money if it were required to continue to
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insure Richard Troy.

The testimony and evidence presented demonstrate that, with
three traffic convictions in two years, Richard Troy is 3.54
times more likely to have an accident in the third year than a
driver who has been conviction free and that with 1 accident in
two years he is 1.74 times more likely to have an accident in the
third year than a driver who has been accident free. (R. 41).
The average Allstate insured has only one at-fault accident every
16.2 years and Allstate's rates are based upon this expected
accident frequency, coupled with the average <claim and
administrative cost per accident. (R 38). Richard Troy's
expected accident frequency is nearly four times greater than
that of the average Allstate insured. (R. 43). Allstate has no
surcharge plan for convictions and can surcharge for only one
accident and, therefore, it cannot procure an adequate rate for
the increased loss potential presented by a driver with a record
such as Richard Troy's. (R. 39-43). It follows that Allstate
would suffer a direct and substantial adverse effect upon its
losses and expenses if it were required to continue to insure
Richard Troy.

Allstate demonstrated the validity of the California study
results through the use of a correlation coefficient. As
previously stated, the correlation coefficient associated with
the relationship between prior convictions and subsequent
accident frequency 1is .994, indicating highly statistically

significant results. (R. 42).
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Appellant also insinuates that Allstate's actions are, at
least in part, racially motivated. Appellant provides no support
for this bald allegation and has submitted no evidence which
would indicate that his son was treated differently than any
other Allstate insured with the same driving record. Allstate's
notice to the Troys states that its "action would be the same for
any of [its] policyholders with the same circumstances or driving
record" (R. 24) and Appellant has offered no evidence to refute
this statement.

v.

The Insurance Commissioner's Order Comports
With the Requirements Set Forth in §39.

On page five of his Memorandum, Appellant makes the
assertion that the Order on Hearing does not comport with §39.

Section 39 provides in pertinent part:

The Order shall contain a concise statement of
the facts as found by the Commissioner and of
his conclusions therefrom, and the matters
required by §29.

Section 29 requires that an Order of the Commissioner state
its effective date and concisely state its intent or purpose, the
grounds on which it is based and the provision of Article 48A
pursuant to which action is taken.?

The Order on Hearing in the 1instant case meets these

requirements. Hearing Examiner Holliway made findings relative

5 The Insurance Commissioner is specifically exempted from those provisions
of the Administrative Procedure Act applicable to contested cases and,
therefore, his Orders need not comply with the more stringent requirements of
that statute. State Government Article, §10-202(a) (3) (iv).
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to Allstate's underwriting standards, found that Richard Troy's
driving record exceeds these standards, found that the
statistical data presented by Allstate is valid and supports the
company's assertions concerning an increase in expected accident
frequency for Richard Troy, determined that Allstate's rating
plan does not provide for the imposition of an adequate rate for
the additional exposure presented by Richard Troy and concluded
that continued insurance coverage for him would adversely affect
Allstate's losses and expenses. This Order clearly satisfies the
mandate of §39, which requires only a concise statement of the
facts as found by the Commissioner and his conclusions therefrom.
VI.

Allstate's Exclusion of Driver Offer is Not Tantamount to
Illegal "Compulsion/Blackmail/Duress"” as Appellant Alleges.

Appellant contends, on the seventh page of his Memorandum,
that Allstate's offer to exclude Richard Troy from coverage under
the policy, in lieu of cancelling the policy as a whole, amounts
to illegal "compulsion/blackmail/duress.” It is difficult to
fathom how an insurer can be guilty of an illegal action when it
has merely complied with the dictates of the Insurance Code.

Section 240C-1(a) (1) provides in pertinent part:

In any case where an insurer is authorized
under this article to cancel or nonrenew . . .
an automobile liability insurance policy under
which more than one person is insured because
of the claim experience or driving record of 1
or more but 1less than all of the persons
insured under the policy, the insurer shall in
lieu of cancellation [or] nonrenewal offer to
continue or renew the insurance, but to exclude
all coverage when a motor vehicle is operated
by the specifically named excluded person or
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persons whose claim experience or driving
record would have justified the cancellation or
nonrenewal.
(emphasis added).
Allstate's exclusion offer merely follows the dictates of
§240C~1 and, therefore, does not constitute illegal compulsion,

blackmail, or duress.

CONCLUSION

For all of these reasons, the 1Insurance Commissioner
respectfully requests this Court to affirm his June 16, 1989
Order on Hearing.

J. JOSEPH CURRAN, JR.
Attorney General of %aryland
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TERRY TROY
Appellant
V.

INSURANCE COMMISSIONER OF
THE STATE OF MARYLAND, ET AL

Appellee

MOTION TO DISMISS APPEAL

Appellee, Allstate Insurance Company, by and through its
undersigned attorneys, hereby concurs with the facts, reasons and
statements of points and authorities made by J. Joseph Curran,
Jr., Attorney General of the State of Maryland, and Meg L.
Rosthal, Assistant Attorney General, his attorneys in his Motion
to Dismiss the appeal of Terry Troy for failure to file the
required Memorandum in a timely manner.

WHEREFORE, Appellee, Allstate Insurance Company,

respectfully requests this Court to dismiss this appeal with

prejudice.
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CERTIFICATE OF SERVICE
I HEREBY CERTIFY that on this 19th day of October,
1989, copies of the foregoing Motion to Dismiss and Proposed
Order were mailed, postage prepaid, to Meg Rosthal, Assistant

Attorney General, 501 St. Paul Place, Baltimore, Maryland, 21202;

and to Terry Troy, 7819 Ivymount Terrace, Potomac, Maryland
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Attorney for Allstate Ins. Co.
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TERRY TROY * IN THE

Appellant * CIRCUIT COURT
v. * FOR
INSURANCE COMMISSIONER OF * BALTIMORE CITY
THE STATE OF MARYLAND, ET AL
*
Appellee CASE NO: 89184050/
* CL99747
ORDER

. _/‘Z?f"
IT IS, this 7 day of , 1989,

HEREBY ORDERED:
That—this appeal is- hereby dismissed-with prejudice - for
Appellant-s—ia;lure~to_£;ievthe Memorandum required by Ryle Bl2.

%%Zvuianast 7OQfZ;61/7§'G%ZZ¥4vuuaz/ 445/

~%1/v1<1,//"\

JUDGE

Page 3




cvid

10/14/ 77

FILED
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i *
OCT 19 1989 i %
i 2
CIRCUIT COURT FOR | ¥é
BALTIMORE CITY ;  *
Terry Troy % T IN THE CIRCUIT COURT
7819 Ivymount Terrace
Fotomac, Maryland 20854 * FOR BALTIMORE CITY
AFFELLANT * Case No. 89184050/CLI?747
vS. *
Appeal of the Inswance
INSURANCE COMMISSIONER * Commissioner ' s decision,
OF THE STATE OF MARYLAND Department of Licensing
301 5t. Faul Flace * and Regulation.
Upon the Complaint
AFFELLEE * of Terry Troy
* Case No. 14467-14/89
* * * * * * * * * * * * *

OFFOSITION TO MOTION _TO DISMISS AFPEAL

The Appellant, Terry Troy, prays that this couwrt deny the motion
of the Gppellee to dismiss this appeal. The Appellant has filed
the memorandum required by Maryland Rules of Frocedure [RB127,
thus complying with the rule and satisfying the basis for
Appellee’'s Motion, and opposes the motion to dismiss.

In Feople's _counsel v. Fublic Service Commission, 52 Md. App. 7135
19821 The court stated:
Appellant should have been more diligent in  apprising
himself of the Rules of Frocedure; but the imposition of the
wltimate sanction of dismissal appears too harsh...we do not
believe that it is a mandatory sanction required to be

applied indiscriminately in all cases.

With justifiable embarrassment, I did not file within the 30 days
as I erroneously misinterpreted the rule and I am acting/ﬂ@r S,
without counsel. As soon as I was made aware that this was
desired by Appellee, I set to the task and have complied with the
requirement. I do not believe the Commission has been prejudiced
by this lapse, and dismissal of the appeal would be an
unnecessarily harsh sanction, especially for one acting on his
own without benefit of legal counsel. There is no evidence that
either the court or the Commission has been seriously
inconvenienced, much less prejudiced, by the lateness in filing
the memorandum.

In Gaetanp v. Calvert County, 310 Md. 121, 327 A.2nd 46 [19871,
The court stated:
Certainly there was no justification for an eleven month
delay in [thatl case....although the rule is mandatory,
dismissal is not required as a sanction for failure to
comply...lwlhen a rule...mandates...conduct,... the court

may compel compliance with the rule....

I now understand that the rule is mandatory and bhave complied
| o o L e




with it with all deliberate speed. Actually, the issues and
arguments were stated and enumerated in detail in the petition by
Appellant. The Cmur%ﬂz‘ﬁ Y has stated that an appeal may be
allowed to proceed on the ground that there has been substantial,

if rot literal, compliance...where there are minor
irregularities. The petition set Fforth a concise statement of
each issue raised on appeal and the argument on each issue. With
the memoranda now on file, I have included citations of legal
authority [well known to the Insurance Commissioner and Allstatel

and references to pages of the transcripts. I am not
anticipating that the Commission or Allstate will find any rew or
complex legal rules that require research. The ssues and

arguments in the petition can be viewed as an attempt to comply
with Rule BI1Z.

I object very strongly ;% the Commission’'s statement that the
circumstances involve a blatant disregard of the procedural
rules. It was a misunderstanding on my part that was cleared up
as soon as I was aware of the mandatory nature of the procedure.
The Appellant has made every attempt to comply with all rules and
will continue to do so. There is no evidence that either the
(eourt or the Commission has been seriously inconvenienced, much
less prejudiced, by the lateness in filing the memorandum.

I also believe that the court should decline to dismiss the
appeal because that would allow Allstate to unfairly non-renew my
polluyu I _DO__NOT NQNT MY FGLILY NDN RENENED! I HAVE ﬁ FLEAN

_C_I'.IQI_I_LJNQ ._HQW.-.QQB,Y!QIEQNSL_- The issue should be the Huh* of
Allstate to exclude my son, who was involved in a very minor
accident.
%«\oo'q L l/I{ .( utt/m R -5

I would like to note that I now have new Pv1dence that the cause
waes of my son‘s accident was probably, I believe, the direct
result of Allstate’ s failwe to properly inspect the vehicle
after a very serious previous accident to that vehicle. Allstate
failed to make a routine inspection that would have disclosed a

serious defect to the automobile that affected handling, and put

my family in jeopardy of life and limb. Allstate has now
implored me to give them time to correct their mistake and is now
attempting to rectity their error. Additionally, a review of my

account over the last few years showed that Allstate charged me
double for my daughter [lesley Camille Troyl. Allstate i1s now
pleading to rectify this error. What will happen if Allstate is
allowed to dump my family now? I will probably get no protection
from the Insurance Commissioner and Allstate will get away clean.

The above new evidence, I hope, will also be considered as
circumstances in the late +filing of the msemoranda and in
determining that dismissal is not an appropriate sanction. The
Appellant is seeking, as a worst case scenario, that the case be
remanded with instructions that Allstate may exclude the son.
But this must not eliminate the right of the to Appellant to
retain his policy. Should owr son be found during the appeal to
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be justifiably excludable, I will exclude him from my policy.

Appellant, pro se, not versed in MDD procedures or in  insuwrance
law, could not have severely prejudiced Appellee’'s esteemed
Attorneys or their ability to prepare an adeguate defense to this
action. However, I would have no objection, and the Appellees
wouwld be without opposition to delays they may request. The
Commission’'s own inaction in not advising one known to be acting
as his own attorney [not an obligation but as an officer of the
couwrt seeking speedy Jjusticel could have helped the Appellant to
determine the meaning of the rule.

I would also like to add that the June 1é6 Order on Hearing
received on June 19, 1989 failed to allow the Appellant any
options whatsoever, this in contradiction of and in conflict with
testimony presented at Hearing of May 18, 1989, wherein it was
agreed by both of the Parties and the Hearing Examiner that the
Appellant would have 20 days in which to exclude the son Richard

or appeal the Order. Nevertheless, Mrs Troy requested
exclusionary forms on several occasions from Allstate, including
several agents, but the forms were never sent, illegally

preventing the Appellant from exercising the exclusion option as
Mre Troy preferred to do. [The Appellant, M- Troy, however
preferred to appeal because the statistical inferences were
outrageous.l The exclusionary option forms were never recelved.
The licensee was permitted to effect its proposed action on  or
after &th of July. Their June 21, 1989, letter [received, if
memory serves, on  June 26, 19891 purporting to terminate
Appellant  insuwrance, did not include exclusionary forms as
Appellants gquite reasonably assumed would be the case, however,
the letter we recieved included two rebate checks.- ﬂFerhaps
indicating that Allstate acted with arrogance in violation of
Commissioner 's authority. Appellees looked at only one item:
cancel Terry Troy’'s policy. I believe that Allstate’ & attempted
non—renewal of Appellant’'s policy is without statutory authority,
arbitrary and capricious.

I HERERY CERTIFY on this 16th day of October, 1989, a copy of the
foregoing Opposition to Appellee’'s Motion to Dismiss has been
mailed to the Insurance Commissioner of Maryvland and to the
attorney for Allstate.

o,

Terry Troy, Appellant
(Fo0) 2757~ 7027 (w&)
RI7 - 3856
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OQFFOSITION_TO MOTION TO DISMISS AFFEAL

The Appellant, Terry Troy, prays that this Court deny the motion
of the Appellee to dismiss this appeal. The Appellant has filed
the memorandum required by Maryland Rules of Frocedure [RB121,
thus complying with the rule and satisfying the basis for
Appellee’'s Motion, and opposes the motion to dismiss.

In Feople s counsel v. Fublic Service Commission, 52 Md. App. 715
[19821The court stated:
Appellant should have been more diligent in  apprising
himself of the Rules of Frocedure; but the imposition of the
wltimate sanction of dismissal appears too harsh...we do not
believe that it is a mandatory sanction required to be

applied indiscriminately in all cases.

With justifiable embarrassment, I did not file within the 30 days
as I erronecusly migsinterpreted the rule and I am acting pro se,
without counsel. As  soon as I was made aware that this was
desired by Appellee, I set to the task and have complied with the
requirement. I do not believe the Commission has been prejudiced
by this lapse, and dismissal of the appeal would be an
unnecessarily harsh sanction, especially for one acting on his
own without benefit of legal counsel. There is no evidence that
eitther the Court or the Commission has been seriously
inconvenienced, much less prejudiced, by the lateness in filing
the memorandum.

In Baetano_v. Calvert County, 210 Md. 121, 327 A.2nd 46 [19871,
The couwrt stated:
Certainly there was no Jjustification for an eleven month
delay in [thatl case....although the rule is mandatory,
dismissal is not required as a sanction for failwe to
comply...Llwlhen a rule...mandates...conduct,... the court

may compel compliance with the rule....

I now understand that the rule is mandatory and have complied




with it with all deliberate speed. Actually, the issues and
arguments were stated and enumerated in detail in the petition by
Appellant. The Court in Feoples Counsel stated that an  appeal
may be allowed to proceed on the ground that there has been

substantial, if not literal, compliance...where there are minor
irregularities. The petition set +forth a concise statement of
gach issue raised on appeal and the argument on each issue. With
the memoranda now on file, I have included citations of legal
auvthority [well known to the Inswance Commissioner and Allstatel

and references to pages of the transcripts. I am not
anticipating that the Commission or Allstate will find any new or
complex legal rules that require research. The issues and

arguments in the petition can be viewed as an attempt to comply
with Rule B1Z.

I object very strongly to the Commission’s statement that the
circumstances involve a blatant disregard of the procedural
rules. It was & misunderstanding on my part that was cleared up
as soon as I was aware of the mandatory nature of the procedure.
The Appellant has made every attempt to comply with all rules and
will continue to do so. There is no evidence that either the
Court or the Commission has been seriously inconvenienced, much
less prejudiced, by the lateness in filing the memorandum.

I also believe that the Cowt showld decline to dismiss the
appeal because that would allow Allstate to unfairly non—-renew my
policy. I _DO__NOT WANT MY __FOLICY NON-RENEWED! I HAVE A CLEAN
RECORD _WITH NO OCCURRENCES OF ANY KIND -= NO__ACCIDENTS, NO
CITATIONS, NO __CONVIETIONS! — The issue should be the right of
Allstate to exclude my son, who was involved in a very minor
accident.

I would like to note that I now have new evidence that the cause
of my son’'s accident was probably, I believe, the direct result
of Allstate’'s Ffailwe to properly inspect the vehicle after a
very serious previous accident to that vehicle. Allstate failed
to make a routine inspection that wouwld have disclosed a serious
defect to the automobile that affected handling, and put my
family in jeopardy of life and limb. Allstate has now implored
me to give them time to correct their mistake and is now
attempting to rectify their error. Additionally, a review of my
account over the last few years showed that Allstate charged me
double foar my daughter [Lesley Camille Troyl. Allstate is now
pleading to rectify this error. What will happen if Allstate is
allowed to dump my family now? I will probably get no protection
from the Insuwrance Commissioner and Allstate will get away clean.

The above new evidence, 1 hope, will also be considered as
circumstances in  the late Ffiling of the memoranda and in
determining that dismissal is not an appropriate sanction. The
Appellant is seeking, as a worst case scenario, that the case be
remanded with instructions that Allstate may exclude the son.
But this must not eliminate the right of the to Appellant to
retain his policy. Should our son be found during the appeal to




be justifiably excludable, I will exclude him from my policy.

Appellant, pro se, not versed in MDD proceduwres or in  insurance
law, could not have severely prejudiced Appellee’'s esteemed
Attorneys or their ability to prepare an adeqguate defense to this
action. However, I would have no objection, and the Appellees
would be without opposition to delays they may reqguest. The
Commission’'s own inaction in not advising one known to be acting
as his own attorney [not an obligation but as an officer of the
court seeking speedy Jjusticel could have helped the Appellant to
determine the meaning of the rule.

I would also like to add that the June 146 Order on Hearing
received on June 19, 1989 failed to allow the Appellant any
options whatsoever, this in contradiction of and in conflict with
testimony presented at Hearing of May 18, 1989, wherein it was
agreed by both of the FParties and the Hearing Examiner that the
Appellant would have 20 days in which to exclude the son Richard

or  appeal the Order. Nevertheless, Mrs Troy regquested
exclusionary forms on several occasions from Allstate, including
several agents, but the forms were never sent, illegally

preventing the Appellant from exercising the exclusion option as
Mre Troy preferred to do. {The Appellant, Mr Troy, however
preferred to appeal because the statistical inferences were
outrageous.] The exclusionary option forms were never received.
The licensee was permitted to effect its proposed action on  or
after 6th of July. Their June 21, 1989, letter [received, if
memory  serves, on June 26, 19891 purporting to terminate
Appellant  insurance, did not include exclusionary forms as
fAppellants gquite reasonably assumed would be the case, however,

the letter we received included two rebate checks —— perhaps
indicating that Allstate acted with arrogance in violation of
Commissioner 's authority. Pppellees looked at only one item:

cancel Terry Troy’'s policy. I believe that Allstate’'s attempted
non—renewal of Appellant’'s policy is without statutory authority,
arbitrary and capriciocous.

I HERERY CERTIFY on this 1é4th day of October, 198%, a copy of the
foregoing UOpposition to Appellee’'s Motion to Dismiss has been
mailed to the Insuwrance Commissioner of Maryland and to the
attorney for Allstate.
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MEMORANDUM

Fursuant to Sections 25, 234A and 240A8A of Article 4BA of the
Annotated Code of Maryland (1984) a hearing was conducted on May
18, 1989 wherein the above captioned Appellese supported the
Allstate Inswance Company’'s proposed non-renewal of Appellant’'s
auto inswrance or [at Appellant’'s optionl transference of young
male race—classification—one driver in his fouwth year of driving
with one minor accident of ¥705 and two points on his driving
record to their high risk indemnity insuwrance subsidiary where
Allstate would raise the son’'s rates from £1000 to FI300 per
yEar. The Appellee and Allstate proposed, should Appellant
refuse the transference, a second option: teo exclude the son from
the family insuwrance policy. The Appellant did not accept either
option; consequently, the Appellee ORDERED that Allstate be
permitted to effect its proposed action. Allstate notified the
Appellant of non—-renewal but a Stay was obtained on the
Appellee’'s Order. On July 14, 1989, a petition was ftiled with
the Circuit Couwrt for Baltimore City.

The Appellant believes that substantial rights have been
violated; the administrative findings of fact and conclusions of
law are: unsupported by competent, material and substantial
evidence, unsupported in view of the entire record submitted,
atfected by errors of law, and for other reasons. Appellant
asked the Circuit Court to reverse the decision of the Insurance
Commissioner in CASE NO: 1467-4/89, dated 1é6th day of June, 1989,
that allowed the Allstate Inswance Company to non-renew the
family 's inswance policy, and/or exclude the son Richard C.
Troy, and/or increase his rate by #2300 per year; and to remand
the case with instructions to the Appellee to deny non-renewal,
deny any exclusion options, and deny any rate increases to the
Allstate Insurance Company of or within the Appellant’'s policy.

The issues and arguments were set forth in detail in the petition
by appellant, pro s lLacting without Md legal counsell,
nevertheless, Appellee move Ffor dismissal. The Appellant hopes
that this Couwt may allow this appeal to proceed on  the ground




that there has been substantial, if not literal, compliance 1in
the petition. The Appellant does not believe there are any

difficult guestions of law of sufficient importance beyond those
that are anticipated by the petition. However, the Appellant,

pro se, sets forth below [in expectation of his ‘day in court’l a
statement of all issues, arguments and conclusions, citations and
references available:

STATEMENT OF ISSUES

These issues are derived from the petition and follow
sequentially the paragraphs of the two page UOrder on Hearing
dated June 16, 1789. Citations and retferences from the

transcripts have been added.

1. Made findings of fact that are future promises: Allstate WILL
not continue to insure any driver who has a frequency of combined
losses and convictions defined as at least two per operator
within the past three years. fApparently Allstate’'s claim was not
true at time of hearing, and Allstate couwld change its mind. [The
particular reguirement must be established for all policy holders
or it can be applied, with connivance by Inswance Commissioner,
in an arbitrary and capricious way.l These standards that WILL do
something in futwe were apparently not verified by any evidence;j
no prootf of what they do now, nor was Appellant able to call
Allstate’'s agents to see what they are really telling prospects,
i.e., that they will be excluded if they have two occurrences.
Automobile insurer seeking to cancel policy must determine
objective probability of direct and substantial adverse effect
upon losses or expenses of  the insurer in  light of the rating
plan...then in effect.... Code 1937, Art. 4BA, Sec. 234 Al(al.

A reasoning mind reasonably could not have reached the factual
conclusion the agency reached [hot Judicial Ffact-finding or
substitution of judgmentl Supervisor of Assmts. v. Ely, 272 Md.
77, 321 A.2nd 166 [1974]

See pg 1 Order; One accident with payout of #705...was held for

the complainant. [Allstate is apparently the only company that
seeks exclusion with one accident [two CCCUrrences Aas
underwriting standards] although they claim they will exclude if
they find outld. Commissioner’'s Judgment on the facts is

separate, hearing is for Allstate to apply a surcharge, a merit
rating: Couwt should not substitute its judgement for that of the
agency which was for appellant on the facts.

2. Found on only that FART of the son’'s driving record most
favorable to Allstate. The Appellee ignored most important

facts: only one accident of 705 and two points in over three
vears of driving. Appellee apparently did not give any weight to
the son’s subsequent year of driving without any accident or
occurrence, or that the son has a radically changed driving
pattern Laway at school eight months of vyear and does not drive
to work duwring summer, exclusion offer 1s tantamount to a rate
increase to £3,300 per vyear [$1000/month and he rides the metro




to workl. This hasty conclusion, that the son exceeds standards
that Allstate will have, may indicate an intent to show bias in
favor of Allstate.

See pg 11 143; Allstate’'s rate filing [did not consider minor
accident and only two pointsl.

148-150; noncontinuation standard is at least two
convictions by any one operator is unrealistic and enforceable
only by arbitrary and capricious application of the standard and
the connivance of the Insurance Commissioner

3. Found that the son presents additional exposure not
contemplated by Allstate’'s rating plan. But Appellee failed to
take into account Allstate’'s own computer generated statements,
on file with the Insurance Commission, showing the amount of
increase Allstate would need, [an additional 70 per period or
¥140 per yearl, to cover their contemplated additional exposure
because of the accident. The Appellee also failed to take into
accouwnt the extreme low cost of the actual accident, that
existing premiums more than cover the possibility of a similar
accident, the actual earnings +from the son’'s share of the
premiums, and that futwre damages i+ any may be minor and within
the policy’'s deductibility.
Facts must be prodouced which answer at least the following
questions:
1. What is the statistical basis for the supposition that a
person who has one chargeable loss within a three year
period is more likely to have a chargeable accident within
the next 12 months than a person who has had no accidents.

-

2. How valid is any such statistical evidence?

Z. IF there is statistical validity to the supposition, what
direct and substantial adverse effect would it have upon
Allstate’'s losses and expenses in light of its current
rating plan?

The fundamental right of the Appellant and the Circuit Court to

be apprised of the facts relied on by the commission has been

abridged.

4. Allowed the introduction of 25 vear old out-of-State out-of-
date statistical data, with outragecous concomitant assumptions,
and accepted that that data had sufficiently demonstrated that
the son belongs to group with 1.74 times greater chance of futwre
accident than a O-accident driver. But what does it mean that
the son possibly may have 1.74 times as many accidents as the
mythical O-accident California driver had 25 vyears ago, over an
unkriown period of time. It proves nothing about what the son’'s
driving record may be in the futuwre. Actually this is a factor
of secondary predictability, and i+ one uses it in conjunction
with Allstate s own data it would swggest  the possibility that
the son would have one or less accidents in the next four years,
for a total of two or 1less in eight vyears, well below the
Allstate standards for exclusion. The record before us is sorely
deficient in providing facts upon which conclusions could be
based for the purpose of applying the standard set out above.

See pg 8 61-70; [disallowing Allstate’ s protest because they did




not meet the requirements of a Maryland couwrt of Special Appeals
case known as Crumlish_ v. Insurance Commissioner, 70 Md. Appeals

182 £19871. There is also the case of Medical Mutual Liability
841 [19871]

See pg 19 2957-298; "take a few minutes to go through that”
average claimg pay-oul, statistical abstract of the CA study,
[can’ 't compare to state where the density of automobiles is so
great, it has reguired special emissions equipment many years
before MD1 goes to the validity of the study, the equations used,
correlation coefficient IL[what is one?l, application of the
freguency factors.

2972:  strong corvelation between the statistics and
predicting the FACTS they predict? Is Allstate trying to
convince the Insurance Commissioner that the statistics are valid
because the statistics are predicting the facts they predict?
What does this mean?

2603 with regard to the exclusion of Richard.

271: Allstate has not only been arbitrary: they have
been less than totally honest and somewhat obfuscatory.

. Also found that the data demonstrated that the son belongs to
group with Z.54 times greater chance of future accident than a 0O-
convictions driver. Does it mean he will have 5.34 times as many
actidents as the mythical O-occurrence California driver had 23
vyears ago, over an unkriown period of time. This i1s a factor of
tertiary predictability and is highly speculative, but the son
would still be within the standard if one uses Allstate’'s own
data. This is merely blind acceptance of Allstate’'s industry
data. At this point in  the Order On Hearing, there 1is no
indication that the Appellee or Allstate has calculated the
chance of a one—accident Maryland driver or a .three-conviction
Maryland driver having an accident during Allstate’'s next billing
period when presumably they will be at risk. Hence, the
Appelles cannot jump to any conclusions, and does not have a
valid basis Ffor interpolating and using Allstate’'s statistical
inferences. A reviewing couwt may... examine any inference,
drawn by an agency, of the existence of a fact not shown by
direct proof, to see if that inference follows from other facts
which are shown by direct proof. There is not sufficient
evidence to support the commission’'s findings and conclusions.

6.  Found that the statistical data is wvalid. This should be
reversed as not supported by any evidence. Appellee did not
factor—in length-of-time in wusing zero accidents/convictions as a
determinant; frequency data without a time axis is categorically

INVALID. Appellee’'s conclusions are also INVALID because his
intended comparisons cannot be made using "numbers"  with no
magnitude [the zero accidents/convictions ‘numbers" have no

factor of predictabilityl, zero times any number is always zero.
Additionally, Appellee failed to apply weights to secondary and
tertiary factors. Occurrences are not accidents and accidents
are not claims pay-out money. Appellee has failed to give proper
weights to primary factors [large numberl that have probable



predictability such as actual dollar claims against Allstate,
secondary tactors [small number] that have only possible

predictability such as number of accidents, and highly
speculative tertiary factors [very small numberl such as

convictions. Court of Special Appeals for Maryland [in Crumlish
case BEICO paid out #1,461.54, plus $#65B8.00, plus #403.47 for Mr.
Crumlish who had two accidents in two yearsl stated that [Sec.
39 of the Inswance Code directs the Commissioner, after the
hearing, to i1ssue an order...containlingl a concise statement of
tfacts as found by the Commissioner, and of his conclusions
therefrom.... This portion of the order falls far short of the
requirements of the statute that it contain a "concise statement
of the facts as found by the Commissioner and his conclusions
therefrom.”

7. Recognized "other statistical data" not part of the signed
affidavit nor notarized. This inadmissible [Appellant’'s viewl
data is useless to show any cause and effect at critical stages
of the reasoning that should bhave been but was not set forth, but
it was apparently used as a basis that mystically led to
conclusions of a "strong relationship" without supporting, or
Appellee showing, any intermediate steps. This must be reversed
as not suppaorted by an assignment of reasons for the result
reached. Appellant believes that the Appellee shouwld have
examined the actual primary facts not Jjust secondary or tertiary
hypothetical speculations.

See pg 13 193-194; exupected to have one accident in 15 years and
charge him five times as much, my son is well below his expected
rate for what vyou charge. My son pays five times as much, you
can’'t say he’'s expected to have one accident in 13 vyears and
charge him five times as much--he is in the discriminated against
class where he pays for the ‘“privilege’  of the expectation of
having five times as much payout.

8. Failed to take into account the relevant slements of the son’s
actual driving record, admitted into evidence, and showing that
he had only two points for minor violations. [Allstate and the
Commission may have recognized that the son was in racial
category one.] The law must always be vigilant when racial
classification data is admitted into the administrative record.

2. Concluded that Allstate’'s rating plan does not provide for an
adeguate rate. What is an adequate rate if 300 dollars profit
in the yvear of the accident and F¥1000 profit for each year that
there is no accident is not adequate? Appellee also failed to
take into account Allstate’'s own statements that their rating
plan and rates are adequate for up to two accidents. Appel lee
apparently ignored the amount of profit gained by Allstate which
is part of an industry with premiums running fouwr times the
inflation rate, and failed to take into account possible greed
of, and conspiracy within, the inswance industry. Standards
applied by automobile insurer in determining which risks to
accept and a general description of market it attempted to inswre
does not bear on relationship of standard to the insuwrer’'s

o




"economic and business purpose as required by statute dealing

with cancellation of policies. Automobhile insurer seeking to
cancel policy must determine objective probability of direct and
substantial adverse effect upon losses or expenses. Code 1957,

Art. 484, Sec. 234 Ada).
See pg 11 149; noncontinuation standard for two convictions by
any one operator is this exclusion? Yes, does not deal with
cancellation.
See pg 14 2063 more likely Allstate will pay out a lot more in
terms of premium and in terms of the claims dollars than it will
take in from premium. [WRONG because intake is five times and
risk is only 2.5 timesl

2092163 EFrntire sentence on which case tuwns is
ridiculous, premise is incorrect, criteria for analysis is wrong
Ltertiary +actor of predictabilityl, logic is nonsense  and
conclusion is [in my humble opinionl less than honest!

See pg 14 "It just increases, You just continue to go up.”
Example: actual dollar value of stock, number of shares sold,
correlation with sunspots. [no! you  look at  the record, the

management, products, markets, etc as hearing examiner should
look at pay-out, premium, points, etc., go back to the factsl

10. Delegated its authority [particularly as to switching +rom
exclusion issue to non-renewal issuel to decide this case to
Allstate, and their rating plan, out-of-state out—-of-date
statistical data, and to highly speculative tertiary factors of
predictability. [Has Appellee forgotten why the people need an

inswance commissioner? Hearing Examiners must carry out their
responsibility to the public without fear, e.g., that the
insurance industry might cost them their jobs.] No inswer,

agent, or broker may cancel or refuse to underwrite or renew a
particular insurance risk or class of risk except by the
application of standards which are reasonably related to the
inswer’'s economic and business purposes. Crumlish _v. Insurance
Commissioner, 70 Md. Appeals 182 [19871].

See pg 9 89; exclusion offer as to yvouw son

See pg 10 103; switch from exclusion to non-renewal.

See pg 10 111-117; any driver who has two or more oOCCurrences
within a three year period shall be non—-renewed [I do not have
two occurrences and therefore cannot be non-renewed!l [If the
court holds against me, after I have had my day in court, I will
exclude my son who has had only one gccurrence=__an_at—fault
accident.]

See pg 12 156; [this is a swcharge on top of a surcharge and is
an example of insurance industry greed and insurance connivancel

138-160; additional premium dollars to compensate it
adequately for anticipated greater frequency of accident and
possible pay-out in the future. [Surcharge was applied and paid
for, then on 12/714/88 a non—-renewal notice was sent.]

1675 one accident in 15 yrs and pay-out of $1511. [Is
this believable Ffor 198971 Money is better predictor that
accidents and much better than convictions. Note that my son is
less thamn half the average.

See pg 14 205-236; protest exclusion = cancellation




See pg 13 274-230; did not agree to go along with the exclusion,
then the entire policy would be cancelled [I believe that
compulsion/blackmail /duress is illegal in MD.
See pg 16 269-271; "fairly applied" right to protest subsequent
cancellation is "fair"?
See pg 17 285; until you get that order...nothing is changed
See pg 17 2953073 protest=cancel other arrangements/
restraint/collusion/rate fixing

2933 You use those 20 days to contact youwr agent - Mrg
Troy contacted agent’'s office to regquest exclusionary forms which
were never received -— and inform them you've decided to accept
the exclusion offer which removes Richard C. Troy off the
policy.... Allstate refused to  send exclusionary forms,
therefore, Appellant had no recourse but to appeal the June 16
Order on Hearing. Additionally, Appellant received a letter on
non—-renewal and rebate checks from Allstate exactly one week
later than the Commissioner’'s Order on Hearing which was received
on  June 19, 1989%9. [The agents were called four times for the
forms. This seems to indicate that the agents were told to not
send them.]

299 I+ you do not exercise that option within 20 days,
then Allstate is free to go ahead and cancel the entire policy

T06; you are all in effect without insurance
See pg 19 I29-340; if the insurance company hears nothing they
can cancel

11. Failed to show that Allstate or the Inswance Commissioner
does NOT allow young male drivers of race-—classification—two with
more than zero accident, more that 705 in claims, and more than
two points to continue on family policies. Allstate must prove
that they have excluded ALL male drivers under age 29 and
classified by the State of Maryland as racial category two who
have three or more violations; or perhaps they should be
investigated for possible charges of racial discrimination. [LThe
particul ar reqguirement must be established for all paolicy holders
or it can be applied, with connivance by Insurance Commissioner,
in an arbitrary and capricious way. At a minimum the case should
be remanded with instructions that Allstate may exclude the son
but this must not eliminate the right of the appellant to retain
their policy. At any hearing to determine there has been a
violation...the burden of persuasion shall be upon the insuwrer to
demonstrate that the...refusal to...renew is justified under the
standards so demonstrated. Ch. 752 of the Acts of 1974 Tto amend
Sec. 234A1.

I would like to note that I now have new evidence that the cause
of my son’'s accident, which ococurred within a few minutes after
picking up the car from the repair shop, was probably, I believe,
the direct result of Allstate’'s failure to properly inspect the
vehicle after a very serious previous accident to that vehicle.
fillstate failed to make a routine inspection that would have
disclosed a serious defect to the automobile that affected
handling, and put my family in Jeopardy of 1ife and limb.
Allstate has now implored me to give them time to correct their




mistake and is now attempting to rectify their error.
Additionally, a review of my account over the last few vyears
showed that Allstate charged me double for my daughter [lLesley
Camille Troyl. Allstate is now pleading to rectify this error.
What will happen if Allstate is allowed to dump my family now? I
will probably get no protection from the Insurance Commissioner
and Allstate will get away clean.

I HEREBY CERTIFY on this 16th day of Dctober 1989, pursuant to
Maryland Rule Bl1Z, that I have mailed a copy of this Memoranda to
the Insurance Commissioner of Maryland and to the attorney for
Allstate.

Ty

Terfy Troy, Apﬁéi'ant
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TERRY TROY * IN THE
' OCT 18 1989
Appellant * CIRCUIT COURT
CIRCUIT COURT FOR
V. * FOR BALTIMORE CITY
INSURANCE COMMISSIONER OF * BALTIMORE CITY

THE STATE OF MARYLAND, et al.
* CASE NO. 89184050/CL99747
Appellees

* * * * *

MOTION TO DISMISS APPEAL ‘

Appellee, John A. Donaho, Insurance Commissioner of the
State of Maryland, by J. Joseph Curran, Jr., Attorney General of
Maryland, and Meg L. Rosthal, Assistant Attorney General, his
attorneys, moves this Court to dismiss the above action, and for
reasons states:

1. On July 3, 1989, Appellant, Terry Troy, filed an appeal
from a June 16, 1989, Order of the Insurance Commissioner. This
Order permitted Allstate Insurance Company to nonrenew
Appellant's automobile liability insurance policy.

2. Notice of the appeal was given by the Insurance Division
on July 6, 1989, and the record of the administrative proceedings
was filed with the Court on August 8, 1989.

3. Despite the requirement of Maryland Rules of Procedure,
Rule Bl2, Appellant has failed to file the required memorandum.

Rule B1l2 states:

Within thirty days after being notified by
the clerk of the filing of the record, the
appellant shall file a memorandum setting
forth a concise statement of all issues
raised on appeal and argument on each issue,
including citations of legal authorities and
references to pages of the transcript and




exhibits relied on. Within thirty days
thereafter any other party desiring to be
heard, including the appropriate agency . .
., shall file an answering memorandum in the

same form. The Appellant may file a reply
memorandum within fifteen days after the
filing of any answering memorandum.

4. Appellant's memorandum was due to be filed no later than
September 7, 1989. Appellant has provided no reason or good
cause for his failure to comply with the procedural rules.

5. Appellee will be severely prejudiced in his ability to
prepare an adequate defense to this action. The trial in this
matter is currently scheduled to take place on December 7, 1989,
and Appellee has been given no opportunity to review the legal
basis for Appellant's contentions that his denial of hearing was
in error, and to prepare a defense to these allegations.

6. In circumstances such as these, involving a blatant

disregard of the procedural rules, dismissal, although not

mandatory, is certainly warranted. As stated in People's Counsel

v. Public Service Commission, 52 Md. App. 715, 719-20 (1982):

It has often been said that the Rules of
Procedure adopted by the Court of Appeals

'are not guides to the practice of law but
precise rubrics established to promote the
orderly and efficient administration of
justice and (that they) are to be read and
followed."' Countess v. State, 286 Md. 444,
463 (1979), . . . It has also been made clear
that when such a rule says that something
'shall' be done, the Court jolly-well means
for it to be done . . . Maryland Rule Bl2 is
such a Rule. It is a 'precise rubric'
adopted by the Court 'to promote the orderly
and efficient administration of justice', and
it is meant to be obeyed.

7. There is no good reason, either in law or policy, to



prevent this Court from dismissing an administrative appeal where
the Appellant has made no attempt whatsoever to comply with the
clearly stated rules of procedure, and has severely prejudiced
the rights of the Appellee.

WHEREFORE, Appellee, the Insurance Commissioner of the State
of Maryland respectfully requests this Court to dismiss the above
appeal, with prejudice.

Respectfully submitted,

J. JOSEPH CURRAN, JR.
Attorney General of Maryland

77//@7 0( / "m

Meg L./ Rosthal
Assistant Attorney General
501 St. Paul Place, 14th Floor

Baltimore, Maryland 21202
(301) 333-6284

CERTIFICATE OF SERVIC
i Y.
I HEREBY CERTIFY that on this & gay of

a copy of the foregoing Motion to Dismiss Appeal was mailed,

, 1989,

postage prepaid to Terry Troy, 7819 Ivymont Terrace, Potomac,
MD 20854, and Steven L. Kreseski, Esquire, Law Offices of Joseph

A. Schwartz, 1III, Washington Plce, 10 W. Madison Street,

Dy LES

Baltimore, MD 21202.

Meg 'L/ Rosthal
Assistant Attorney General




TERRY TROY * IN THE

Appellant * CIRCUIT COURT
v. * FOR
INSURANCE COMMISSIONER OF * BALTIMORE CITY

THE STATE OF MARYLAND, et al.
* CASE NO. 89184050/CL99747
Appellee

* * * * *

ORDER
Upon consideration of the Motion to Dismiss Appeal filed by
the Insurance Commissioner of the State of Marvland, and as it
appears that the Appellant has failed to file a memorandum as
required by Maryland Rules of Procedure, Rule Bl2, and as it
appears that such failure to file a memorandum has caused
prejudice to the rights of the Appellee, it is this day of
, 1989 by the Circuit Court for Baltimore City hereby

ORDERED, that the above appeal be and hereby is DISMISSED.

DATE JUDGE
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STATE OF MARYLAND

Department of Licensing and Regulation

WILLIAM DONALD SCHAEFER INSURANCE DIVISION
‘ovemor

501 ST. PAUL PLACE

Se'é';:’:r": A.FOGLE. JR. BALTIMORE, MARYLAND 212022272

JOHN A. DONAHO DIRECT DIAL 301/333-

Insurance Commissioner

EX REL: LICENSEE:

Allstate Insurance Company

1850 Centennial Park Drive, Suite 400
Reston, VA 22091

Terry Troy
7819 Ivymount Terrace
Potomac, MD 20854

* % % % % ® »

Complainant CASE NO: 1467-4/89

ORDER ON HEARING

This Hearing was conducted on May 18, 1989, pursuant to Sections 55, 234A and 240AA
of Article 48A of the Annotated Code of Maryland (1986 Replacement Volume) upon the
request of the Licensee on the proposed action of Licensee in nonrenewing Complainant's
insurance coverages.

FINDINGS OF FACT

. Licensee proposed to nonrenew Policy Nos. 918 264 792 and 052 463 940 for the reasons
set forth in its notice dated December 14, 1988; or in lieu of said nonrenewal, Licensee
proposed to exclude RICHARD C. TROY from coverage under said policies for the
reasons set forth in its notice. .
Complainant protested Licensee's proposed action and upon due consideration of the
testimony and exhibits, I find, as a fact, that the Licensee utilizes underwriting standards
which provide that it will not continue to insure any driver who has a frequency of
‘ combined losses and convictions defined as at least two (2) per operator, within the past
three (3) years.

The Hearing Examiner finds that RICHARD C. TROY has the following driving record:

08/09/88 Sideswiped Claimant

03/31/88 Speed OR' G'NAL
04/30/88 Speed

08/08/88 Failure to stop/yield at yield sign

The Hearing Examiner finds that the driving record of RICHARD C. TROY exceeds the
Licensee's underwriting standards; and that the driving record of RICHARD C. TROY
presents additional exposure to the Licensee which is not contemplated by its rating plan.

The Licensee produced statistical data from an independent research study which
demonstrated that RICHARD C. TROY belongs to a group or class of drivers who by
virtue of 1 accident has a 1.74 times greater chance of future accident involvement as
. compared to a driver with zero accidents.

OUTSIDE BALTIMORE METRO AREA, TOLL FREE 1-800-492-6116
ITY FOR DEAF, BALTIMORE METRO AREA 383-7555, D.C. METRO AREA 565-0451

FAX: (301)333-1229
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The Licensee produced statistical data from an independent research study which
demonstrated that RICHARD C. TROY belongs to a group or class of drivers who by
virtue of 3 convictions has a 3.54 times greater chance of future accident involvement as
compared to a driver with zero convictions.

The Hearing Examiner finds that the statistical data presented is valid. The Licensee
produced other statistical data which demonstrated there is a strong relationship
between past accidents and violations and the probability for future accident
involvement.

The Hearing Examiner finds that the Licensee's rating plan does not provide for the
imposition of an adequate rate for RICHARD C. TROY.

The Hearing Examiner finds the Licensee's application of its underwriting standards to be
reasonably related to its economic and business purpose. The Licensee's rating plan does
not contemplate coverage for the additional exposure presented by the driving record of
RICHARD C. TROY. Continuation of coverage for RICHARD C. TROY under
circumstances where the Licensee will not receive an adequate rate for such additional
exposure will adversely affect the Licensee's losses and expenses.

CONCLUSIONS OF LAW

Upon the foregoing Findings of Fact, I conclude that the Licensee is not in violation of
Sections 234A and 240AA of Article 48A in this case.

Licensee has met the burden of proof and production as set forth and required by Section

(234A)of Article 48A and Crumlish vs. Insurance Commissioner, et al, 70 Md. App. 182
1987).

ORDER

THEREFORE, it is this 16th day of June -, 1989, by the Insurance
Commissioner of Maryland, ORDERED

That the Licensee be permitted to effect its proposed action on or after 6th of July

AS WITNESS MY HAND THIS 10th  gayof  June 1989,

JOHN A. DONAHO
INSURANCE COMMISSIONER

William E. Holliway
Hearing Examiner

WEH/slb

cc: Steve Kreseski
c/o Joseph A. Schwartz, III, P.A.
Washington Place
10 West Madison Street
Baltimore, MD 21201




BEFORE THE INSURANCE DIVISION
MARYLAND DEPARTMENT OF LICENSING AND REGULATION

EX REL: * LICENSEE:
TERRY TROY * ALLSTATE INSURANCE COMPANY
7819 IVYMOUNT TERRACE 1850 CENTENNIAL PARK DRIVE
POTOMAC, MD 20854 * SUITE 400

RESTON, VA 22091

Complainant bd CASE NO. 1467-4/89

TRANSCRIPT OF PROCEEDINGS

ORIGINAL

This transcript of proceedings was produced by agreement of
parties by StenoTech, Inc., from official tape recordings
provided by the Insurance Division of the Department of
Licensing and Regulation of the State of Maryland and
constitutes an accurate and complete verbatim representation
of the tape recordings supplied. The hearing was conducted
on May 18, 1989 before William E. Holliway, Hearing
Examiner.




. * * * APPEARANCES * * *

REPRESENTING THE COMPLAINANT:
Joyce Troy

7819 Ivymount Terrace
Potomac, MD 20854

REPRESENTING THE LICENSEE:

Steve Kreseski
c/o Joseph A. Schwartz, III, P.A.
Washington Place
10 West Madison Street
. Baltimore, MD 21201




* + * CERTIFICATE * * *

] I, Michael E. Hyer, a court reporter and notary public
in and for the County of Montgomery, State of Maryland, do hereby
certify:

THAT, the foregoing transcript is a complete and
accurate representation of the contents of the tape recordings
supplied by the Insurance Division of the Department of Licensing
and Regulation of the State of Maryland;

THAT, all known defects with said tape recordings have
been described by means of transcriber’s note within the
transcription;

THAT, prior to giving testimony, all persons were sworn
to tell the truth, the whole truth, and nothing but the truth;

THAT, I have no interest in the outcome of this matter
and am not related in any way to any of the parties or to any
counsel or to any hearing examiner;

THAT, Stenotech, Inc., disclaims any responsibility for
errors, omissions, or misrepresentation of comments of any
speaker due to quality of the tape recordings provided by the
State;

IN WITNESS WHEREOF, I have hereunto set my hand and
seal this 19th day of July, 1989.

STENOTECH, INC.

AWV

MIKHAEL E. HYER

Court Reporter and Notary
Public in and for the
County of Montgomery
State of Maryland

My commission expires: July 1, 1990

ORIGINAL
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PROCEEDINGS

HEARING EXAMINER HOLLIWAY: My name is William
Holliway and I am part of the Administrative Hearing
Division of the Department of Licensing and Regulations and
I've been appointed by the Insurance Commissioner to conduct
this morning’s hearing which is the matter of the Allstate
Insurance Company, which I’11 refer to hereafter as the
Licensee, and their attempt to non-renew the policy of Mr.
Terry Troy, spelled T-r-o-y, and in the alternative they
wish to exclude Richard Christian Troy.

Would both parties for the record identify
yourself with your name and address please. Ms. Troy, we'll
start with you.

MRS. TROY: Joyce Troy, 7819 Ivymount Terrace,
Potomac, Maryland 20854.

MR. KRESESKI: Steve Kreseski from the Law Offices
of Joseph A. Schwartz, III, P.A., located at 10 West
Madison Street, Baltimore, Maryland 21201 for the Licensee.

HEARING EXAMINER HOLLIWAY: Okay, would you both

please raise your right hand please?
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(WHEREUPON,

JOYCE TROY

STEVE KRESESKI

were called as witnesses, and after being duly sworn to tell
the truth, the whole truth, and nothing but the truth,

testified as follows:)

HEARING EXAMINER HOLLIWAY: Thank you both. This
is an informal type hearing in which we do not follow the
strict rules of evidence or of civil pleading. The only
record that is being kept is a taped one. It is not
transcribed, unless it should be necessary for a future
appeal.

Before we begin, I have a number of Insurance
Division Exhibits which have been previously reviewed by the
parties. The first of these is the Licensee’s Non-Renewal
Notice, dated December 14, 1988 and, as I said, it seeks to
non-renew Mr. Troy’s insurance coverage or the alternative
to exclude his son, Richard Christian Troy. This is a four-
page document. The Right to Protest section was executed
and signed January 8, 1988. Do you recognize this as your

husband’s signature?

MRS. TROY: Yes, it is.

‘ A k?‘)

e
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HEARING EXAMINER HOLLIWAY: Division Exhibit 2 is
the notice of Protested Hearing Request. This was sent to
the Licensee and informs them that their Insured has filed a
Notice of Protest and therefore any action they were
contemplating would be stayed.

Division Exhibit 3 has a date of February 7th and
it is the standard Insurance Division form that they send to
anyone who lodges a protest and it asks for the names and
ages of the drivers, description of the vehicles and so
forth. So that’s Exhibit 3.

Exhibit 4 is a notice to the Licensee indicating
that they are disallowing-~- when I say "they" I mean the
Insurance Division-- their protest and the reason they are
disallowing it is they maintain that the Insurance Division
did not meet the requirements of a Maryland Court of Special

Appeals case which is known as Crumlish v. Insurance

Commissioner, 70 Md. Appeals 182 (1987). There is also the

case of Medical Mutual Liability Insurance Society of

Maryland, et. al. v. Michael 0. Magan, 529 Atlantic 2d. 841
(1987).

Division Exhibit 5 is dated March 24, 1989. It is
from Matthew Stegle, the territorial underwriting manager
for the Licensee and he requests a hearing on the Insurance
Division’s disallowance of the non-renewal.

Finally, is a Notice of Hearing dated April 23,
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1989. It is Division Exhibit 6. It sets a date of hearing
for today, May 18, 1989.

(Whereupon, the documents were marked for

identification and received into evidence

as Division Exhibits Nos. 1 through 6.)

HEARING EXAMINER HOLLIWAY: The burden of proof,
as always, is upon the Licensee. So, Mr. Kreseski, do you
want to begin on behalf of the Licensee?

MR. KRESESKI: Mrs. Troy, Allstate’s decision to
non-renew your family policy, as indicated in the Notice of
Non-Renewal which is has been marked Insurance Division
Exhibit No.l. The date of the notice is 12/14/88. There is
an exclusion offer as to your son, Richard Christian Troy,
and a premium amount in the event that he is excluded.

This decision was made in Reston, Virginia which
is the seat for the territorial underwriting manager’s
headquarters for Allstate for the Maryland region. The
underwriter had available, either he or she, information
pertinent to determine the risk of the six automobiles that
are insured and the number of people that are on the
policies. I have an eight-page computer and a five-page
computer printout. I'm not going to move to introduce either
into the record. However, there is a substantial activity

on the policy and this information is recorded under your
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policy number in the computer and this is the hard copy of
that computer printout.

The actual reasons for Allstate’s decision to non-
renew the policy are outlined on page two of the Notice of
Non-Renewal. Paragraph three, "A review of your policy
records shows the following: Richard has 8-9-88 sideswiped
claimant - $705.00 paid; 3-31-88 speed; 4-30-8 speed; 8-8-
88 failure to stop at stop/yield at yield sign."

All three of these were convictions. Allstate has,
as its underwriting guideline on file with the Maryland
Insurance Commissioner, a statement that any driver who has
two or more occurrences within a three-year period shall be
non-renewed. A three-year period is established by the
legislature. Allstate cannot review a driver’s record
beyond a three-year period previous to the anniversary date
which is the proposed effective termination date of February
7, 1989.

Allstate solicited a copy of the driving record
from the Equifax Corporation. Equifax is a private for-
profit corporation that has a direct computer link-up with
the MVA. The information contained on the Equifax report is
in the same format as the information has been placed on the
MVA computer and I’'d move to introduce this document into
the record as Exhibit No. 1.

HEARING EXAMINER HOLLIWAY: Mrs. Troy, usually my

10
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questions at this time is to the affected driver, if they
are here. Do you recognize this insofar as you know is a
fair recital of the traffic record? Are you familiar with
your son’s traffic record, insofar as you know? Is this an
accurate depiction?
MRS. TROY: Yes.
HEARING EXAMINER HOLLIWAY: In which case, this
will be Licensee Exhibit No. 1.
(Whereupon, a document was marked for
identification and received into evidence

as Licensee Exhibit No. 1.)

MR. KRESESKI: Mrs. Troy, in paragraph two of the
Notice of Non-Renewal, and you might want to look at Mr.
Holliway’s-- do you have a copy of the Notice of Non-
Renewal, the initial letter? That’'s it there. The second
page of that, in the second paragraph of the Notice there
are particular examples of Allstate’s rate filing which I’'ve
already indicated is on file with the Insurance
Commissioner.

The particular examples that would apply to your
son’s record would be number four, a frequency of
convictions for motor vehicle violations. Allstate’s non-
continuation standard is at least two convictions by any one

operator. And number six, a frequency of combined losses

11
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151 and convictions which is defined as at least two per

152 operator. Let me point out that Allstate does not have the
153 ability to surcharge in Maryland for traffic convictions.
154 Allstate can surcharge for certain at-fault accidents and
155 could surcharge for the August 9, 1988 at-fault accident and
156 I believe a surcharge may have been applied to the policy. A
157 surcharge is a means by which the company can take in

158 additional premium dollars in this particular year to

“' 159

160 of accident and possible pay-out in the future, not

compensate it adequately for anticipated greater frequency

l61 necessarily the next year, but in the future. There will be
162 a certain percentage of drivers that will have the increased
. 163 frequency.

164 Allstate seeks to insure preferred drivers in

165 Maryland as determined through its own statistics that the

166 average Maryland Allstate insured is involved in at-fault
. 167 accident only once every 15 to 17 years. Approximately six

168 percent of Allstate’s 350,000 drivers in Maryland are

169 involved in an at-fault accident in any given year. Based

170 on that rate of frequency and a determination of what the

171 average claims pay-out is, and I think through the end of

172 calendar year 1988 it was $1511.04 and that includes the

173 administrative cost of processing a claim, the company can

174 determine how much money needs to be taken out to process

. 175 claims in the future. There is a certain allocation from

12
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the policy premium dollars for reserve. That’s not to say
that anyone in your family is going to have an accident for
instance in the next year or two years, but if each driver
is expected to have a frequency of at-fault accident only
once every 15 years, there is a proportional allocation each
year to satisfy their reserves to pay-out claims that
eventually occur and will occur in random fashion obviously.

If a driver has had traffic convictions or at-
fault accidents, however, there is a study which is known as
the California Study-- it is an independent research study
done by the California Department of Motor Vehicles--
wherein there was a determination made that, based on a
driver’s past traffic conviction or accident history, there
is an increased likelihood that a driver will be involved in
an accident in the future with a greater frequency as
compared to a driver that has a clean record.

What that boils down to is, rather than having an
expected rate of accident once every 15 years, Richard would
have a corresponding increase based on either his traffic
convictions or his accident. You’ll note in the last two
paragraphs you can see what the percentage is. Taking, for
instance, based on his traffic conviction records, there was
a 3.61 times greater chance of accident. What that says in
effect is that there is three and a half times greater

chance that he’s going to be involved in an at-fault
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accident in a future year compared to a driver with a clean
record. Taking the average of once every 15 years, dividing
it by three and a half, you come up with roughly once every
four years.

So what that means is if Allstate insures Richard
over a period of time it is more likely Allstate will pay
out a lot more in terms of premium and in terms of the
claims dollars than it will take in from premium. On that
basis, since predictably Richard or other drivers similarly
situated who have three traffic convictions-- since we’'re
using just the traffic convictions to make that analysis
right now-- any other driver who has at least three traffic
convictions exceeds the underwriting guidelines and has the
corresponding increase or predicted increase of frequency of
at-fault accidents, will have a direct and adverse impact
upon the company’s ability for profit.

There are several thousand drivers that have at
least two traffic convictions which exceeds Allstate’s
underwriting guidelines and then have three, four, five or
more and all those drivers have a different frequency
factor. We haven’t gotten into the affidavit by Matthew
Stegle yet, but you’ll see that based on traffic convictions
that someone who has traffic convictions has a 2.7 times

greater chance. It just increases. You just continue to go

up.
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Based on that reason, Allstate seeks to exclude
Richard from your family policy, since everyone else
conforms with the underwriting guidelines and has fewer
traffic convictions or at-fault accidents than would
necessarily cause them to be excluded. But, if any other
driver eventually exceeded the underwriting guidelines and
the company found out about it, the company would seek to
exclude them and in the event you or your husband as
policyholders did not agree to go along with the exclusion,
then the entire policy would be cancelled which is what'’s
occurring here.

On the last page, Allstate makes mention of the
offer, the unconditional offer of Allstate indemnity
coverage and explains that in some detail. I would suggest
that you explore that with your insurance agent.

I move into evidence the last exhibit, the
affidavit of Matthew Stegle which I provided you with a copy
at the beginning of this hearing. In the affidavit, Matt
Stegle, who is territorial underwriting manager for Allstate
Insurance Company, discusses Allstate’s use of the
California study, the Maryland statistics and records the
average claims pay-out for calendar years 1986, 1987, and
1988. That'’s on page three.

Beginning on page six, there is a statistical

abstract from the California study. This goes to the
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validity of the study. It includes the equations used.
You’ll see that there is a correlation coefficient of .994
which 1s extremely high, indicating that there is a strong
correlation between the statistics and predicting the facts
they predict.

On page eight is the application of the frequency
factors to Richard’s driving record. If you’d like to take
a few minutes to go through that, it essentially goes into a
little more detail of my comments, but I’ve given you a
broad brush approach to what Allstate’s position is with
regards to the exclusion of Richard. I move to introduce
the affidavit of Matthew Stegle as Licensee’s Exhibit No. 2

HEARING EXAMINER HOLLIWAY: Okay. The affidavit of
Matthew Stegle becomes Licensee Exhibit No. 2.

(Whereupon, a document was marked for
identification and received into evidence

as Licensee Exhibit No. 2.)

MR. KRESESKI: Allstate has fairly applied its
underwriting guidelines to this situation and has not been
arbitrary or capricious.

HEARING EXAMINER HOLLIWAY: Does that conclude--

MR. KRESESKI: My direct? Yes, sir.

HEARING EXAMINER HOLLIWAY: Okay. Mrs. Troy, do you

have any comments or questions or anything?
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276 MRS. TROY: No, I don't.
277 HEARING EXAMINER HOLLIWAY: Alright. Do you have
278 anything further?
279 MR. KRESESKI: No, sir.
280 HEARING EXAMINER HOLLIWAY: Okay. Then let me once
281 again-- I’'11 give this to you in writing as well-- let me go
282 through the explanation I talked about. You need do nothing
283 at this point because my decision is not made today. It
. 284 comes in the form of a written paper which you will
285 eventually get in the mail. Until you get that order, the
286 insurance continues just as it was and nothing is changed.
287 Once you get that order, if it should be in favor
. 288 of yourself or your son really, then you need do nothing
289 further. However, you also need to be sure what to do if the
290 order is adverse to you. The first thing: You have twenty
291 days, if you decide not to appeal my order further, which
‘ 292 I'1l explain how you do that in a second. But, first, if
293 you should decide not to appeal my order and it happens to -~
294 be adverse, then you have 20 days from the date on that
295 order. There will be a date on there. You use those 20 days
296 to contact your agent and inform them you’ve decided to
297 accept the exclusion offer which removes Richard C. Troy off
298 the policy, but the remainder of the family continues as
299 before. You have 20 days to do that. If you do not exercise

. 300 that option within 20 days, then Allstate is free to go
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ahead and cancel the entire policy. Actually, I believe
there are two policies it looks like. And Allstate can
cancel those within that period if you do not inform them of
your election to accept the exclusion, in which case no one,
yourself, your husband, the other members of the family as
well as Richard, no one is-- you are all in effect without
insurance until you make other arrangements.

So that’s 20 days and you needn’t start thinking
20 days until the order actually comes in the mail. You're
fine until that order does show in the mail.

The other part of this is my decision, if it is an
adverse one, is appealable. It can be appealed either by
yourself on the one hand or, if it is adverse to the
insurance carrier, they also can have the same appeal
rights. But my decision can be appealed in the Circuit Court
for Baltimore City and it must be done within 30 days from
the day of my order. However, if my order is being appealed
and you wish, as I would presume everyone would, to keep the
insurance in effect unchanged, then a petition for a stay of
my order must be filed in the Circuit Court for Baltimore
City within 20 days of the date on my order. As I say, I
will give you this in writing. It reiterates what I’ve said,
plus it provides the appropriate court address and telephone
numbers.

MRS. TROY: I do have one question. If you rule
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against us, then is the insurance automatically at that time
cancelled or is it cancelled as of the regular termination
period?

HEARING EXAMINER HOLLIWAY: No. There will be a
date on my order, and, as I say, I can’'t tell you precisely
what it is because I haven’'t written it yet and that’s the
last thing that goes on the order before it goes out. Within
20 days of the date on that order, if they hear nothing from
you saying we’re going to accept the exclusion offer, then
they can go ahead and cancel. They are not permitted to
cancel automatically the very day the order goes out. Does
that answer your question? It gives you a 20-day grace
period, for want of a better term, to either accept their
exclusion offer or remain silent, in which case then they
will go ahead and non-renew everybody.

MRS. TROY: Okay. That’s not what I meant. Our
regular termination date is August 7. So, what I’'m asking
is--

HEARING EXAMINER HOLLIWAY: You'’ll have your order
well before that.

MRS. TROY: So I would get a refund from Allstate?

MR. KRESESKI: You’d get a rebate.

HEARING EXAMINER HOLLIWAY: If you were to pay your
ordinary normal premium renewal and you pay that and then,

say, a month hence along comes an order saying the insurance
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company can take the action, they non-renew your son, then
you get a rebate. In this case, as I say, unless I somehow
get very behind or get hit by a car or something, my order
will probably be out certainly sometime in June. So, there
will be a disposition of this either way well in advance of
August 8th.

MRS. TROY: Okay. I understand.

HEARING EXAMINER HOLLIWAY: Okay. Do we have
anything further. If not, I thank you both.

(Whereupon, the hearing was concluded.)
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MARYLAND [3 NOTICE OF NON-RENEWAL %] ALLSTATE INSURANCE COMPANY
(L] NOTICE OF CANCELLATION [J ALLSTATE INDEMNITY COMPANY

1819 ELECTRIC ROAD
ROANOKE, VIRGINIA 24018

é@i‘ﬁr’ﬁ& Division Exhibik ¥e. L
DATE OF NOTICE

®
NAMED INSURED AND ADDRESS 12-14-88
TERMINATION EFFECTIVE DATE

|—_TERRY TROY ) 34% _| 2-7-89 12:01 A.M. Standard Time
7819 IVYMOUNT TERR 7 POLICY NUMBER

POTOMAC, MD 20854 (1) 018 264 792 (2) 052 463 940

| )| A8"%Erep ov PoLICY
W5 Theurance Diviston Exhtbhi¥ h‘j;___, AFE" Be 285 mm

You are hereby notified in accordance with the terms and conditions of the policy identified above that this policy is terminated effective the
DATE OF CANCELLATION OR NON-RENEWAL shown hereon and after that date no further protection will be provided thereunder. Therefore,
you should immediately contact an agent or broker for other insurance or request Insurance through the Maryland Automobile insurance Fund.
The Fund affords eligibie persons the right to obtain insurance. in addition to contacting an insurance broker or agent you may directly contact

|

the office of the Fund for an explanation.

| The phone number and address of the Fund are: 301-269-1680
. Maryland Automobile Insurance Fund 1750 Forest Drive Annapolis, Maryland 21401

Applicable paragraphs marked IX‘
E REASON OR REASONS FOR CANCELLATION OR REFUSAL TO RENEW:

The Alistate Insurance Company has as its economic and business purposes the following: (1) the continued solvency
of the corporation, (2) the making of a reasonable profit to provide continued service to policyholders and for corporate
growth and expansion, and (3) the maintenance of the lowest possible rate structure for its policyholders.

‘ RICHARD CHRISTIAN TROY DATE OF BIRTH 6-11-70

B EXCLUSION OFFER: See reverse side for further details regarding an offer to provide a policy excluding from coverage.
Under such a policy we would not be liable for damages, losses or claims arising out of the operation or use of the
insured motor vehicle by the named excluded person or persons, whether or not such operation or use was with the
P ieai ; ; ; ; (1) $1,527.11 (2) $577.72
expressed or implied permission of a person insured under the Policy. Policy Premium $

This quotation covers all presently listed automobiles on your policy.

EI See reverse side for details regarding your right to PROTEST ACTION AND REQUEST HEARING BEFORE THE
‘ COMMISSIONER OF INSURANCE.  SEE PAGE TWO FOR IMPORTANT INFORMATION

IMPORTANT

“Right of Protest”

For your protest to be duly filed you must sign two copies of the notice and send
them to the:

Maryland Insurance Commissioner

501 St. Paul Place

Baltimore, Maryland 21202
within thirty (30) days after receipt of the notice. Unless your protest is filed within
thirty days, the protest cannot be considered by the Insurance Division as provided
under Article 48A, Section 240AA of the Insurance Code.

() Nt

AUTHORIZED REPRESENTATIVE

AU6787-6 s> )




THE FOLLOWING ADDITIONAL INFORMATION IS APPLICABLE ONLY WHEN THE .
POLICY IS A POLICY OF MOTOR VEHICLE LIABILITY INSURANCE ANDWHEN THE *
BOX TO THE LEFT OF THE APPROPRIATE PARAGRAPH ON THE FRONT SIDE OF
THIS NOTICE IS MARKED WITH AN “X”.

»

RIGHT TO PROTEST AND REQUEST HEARING

This notice has been sent to you in triplicate. You have the right to protest this action and request a hearing thereon before
the Commissioner by signing two copies of the notice in the space provided and sending them to the Maryland Insurance
Commissioner, 501 St. Paul Place, Baltimore, Maryland 21202, within 30 days after receipt of this notice.

If protest is filed this policy will remain in effect until a determination is made by the Commissioner upon payment of any
lawful premium due or becoming due prior to termination.

The Commissioner has authority to award reasonable counsel fees to the insured for services rendered to the insured in
connection with any such hearing if he finds the proposed action to be unjustified.

| hereby request a hearing.

>

DATE yary & . 1948 SIGNED W/‘? 7

EXCLUSION OFFER

If you are desirous of having a policy which wilt exclude from coverage the person or persons identified on the front side of
this notice, indicate acceptance by signing below and return this notice together with a remittance in the amount of the
policy premium specified prior to the effective date of cancellation or non-renewal. It should be understood that a similar
limitation will be included within any subsequent transfer, reinstatement or renewal of such policy or policies.

DATE SIGNED
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To achieve this, we maintain a program in which we seek to insure the aver-
age or better than average risk. The average Maryland driver that we have
insured during the past three years has been involved in an at-fault acci-
dent at the rate of one in every fifteen (15) to seventeen (17) years of
driving. This rate of accident involvement has remained fairly constant
over the past several years.

Prior to renewal, the company reviews the records of policyholders with
losses during the past three years. There are a number of situations that
will occur which when analyzed by an Allstate Underwriter, may result in a
decision not to continue a risk. Such a decision is made when the
Underwriter is convinced that the risk of future loss exceeds the exposure
anticipated and that the economic and business interests of Allstate would
no longer be served by the continuation of such a risk. Some of the more
typical examples of such situations follow: (1) facts which would support a
conviction of a serious violation, such as driving under the influence,
reckless driving, failure to stop and identify oneself when involved in an
accident, etc., (2) suspension or revocation of a drivers license, (3)
fraudulent claim activity, (4) a frequency of convictions for motor vehicle
violations (Allstate's non-continuation standard is at least two convictions
by any one operator). (5) a frequency of loss which is defined as two
occurrences by any one operator, L6) a frequency of combined losses and
convictions which is defined as at least two per operator, (7) a loss
situation where the insured operator shows an above-average degree of
negligence in the operation of the automobile, (8) policy claims experience
which exceeds twice the average Allstate policy claims experience which
means that any policy with 3 or more claims of any nature within the past 3
years will be non-renewed,

A review of your policy records shows the following: Richard has 8-9-88
sideswiped claimant - $705.00 paid; 3-31-88 speed; 4-30-88 speed; 8-8-88
failure to stop at stop/yield at yield sign.

Independent research studies have shown that persons with accident and or
motor vehicle violation involvement are more likely to have future accidents
than persons without this involvement. One such study shows the chance of
an accident rises almost correspondingly with the number of convictions the
driver has in a three (3) year period. The average conviction record
compared with "0" convictions in a three (3) year period based on this study
would indicate a 1.95 greater chance of accident. Allstate does not have a
rating plan to accommodate the potential for future accident involvement
indicated by this violation record.

The same study shows that the chance of an accident rises almost
correspondingly with the number of accidents the driver has in a three-year
period. The above record compared with "0" accident involvement would
indicate a 3.61 times greater chance of accidents.
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We do surcharge for certain at-fault accidents, however, the projected
increased exposure indicated by the above driving record is beyond the scope
of that anticipated by our classification and rating structure.

Our action to terminate coverage is in compliance with our stated economic
and business purposes and supported by the fact that such action would be
the same for any of our policyholders with the same circumstances or similar
driving record.

Take Advantage Of This Timely Offer......eccevee

At this time you may qualify for Allstate Indemnity Insurance. This insurance
may be arranged immediately thru the Agent who recently took your Allstate
Insurance application.

Allstate Indemnity is one of the Allstate companies, With Allstate Indemnity
you can enjoy advantages like--budget payment plan--coast to coast
offices——and fast, fair, claim service--all these available to you thru
Allstate's network of service offices.

When you talk to the Allstate Agent, show him this notice. He may be able to
provide you with protection, right now.

If you have any questions, please contact your agent.
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Januvary 8, 1988 -

Memo for Maryland Insurance Commissioner
From: Terry Troy, Allstate Insured /£A4A4Lpr%7
Folicy Number [11 018 264 792 [2] 032 463 940

Subject: Frotest of Intention of Non-Renewal by Insurance Co

This memorandum and two signed copies of the Allstate notice
constitute our protest to the threatened non-renewal action to
discontinue, and to the alternative exclusion offer to continue
without my son Richard, our automobile insurance policy. We
reguest that our insuwrance remain in force for ouwrselves and our
daughters and son Richard.

Richard is a full time college student living in a dorm at the
University of Maryland and doesn’'t have access to a car for most
of the eight months of the vyear that he is in school. He
realizes the seriousness of what he has done. We believe that he
has learned his lesson, is not likely to have futuwre accidents,
and will be a safe driver.

Because of inexperience in driving his sisters’ car and bad
weather conditions on an strange road, Richard had an unhappy
incident late last Spring. With two lanes merging into one in
fogging weather, Richard attempted to enter the remaining lane
[quickly, to improve safetyl but another vehicle coming from the
blind side did not yield. He was not charged with any violation
by the police who were on the scene and saw the accident as the
two vehicles attempted to take the same lane. He never had an
accident before and he has learned from this experience.

We, Richard’'s parents, were shocked to learn that he had received
two speeding ticket just before high school graduation when young
men are learning to grow up. In addition to the accident and the
speeding tickets last spring, he failed to come to a complete
stop at & yield sign this fall. [Had we known, we would have
supported him in protesting this last charge in court as the law
doesn’'t require a full stop.] Nevertheless, we have severely
reprimanded Richard and believe that he has learned his lesson
about safe and lawful driving responsibilities.

We ask for a favorable decision on the renewal of our insurance
of 22 years with Allstate and to include owr youngest of five
children, Richard. If you have any questions, please call me at

work 301 9273-403%9. Thank you for youwr consideration of this matter.
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* STATE OF MARYLAND
WILLIAM DONALD SCHAEFER

overnor

WILLIAM A. FOGLE, JR.
Secretary

E. SUSAN KELLOGG
Insurance Commissioner

Department of Licensing and Regulation
INSURANCE DIVISION

501 ST. PAUL PLACE
BALTIMORE, MARYLAND 212022272

-

Dlﬁ@DIAL 301/333- 2920

e A T T
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INSURED®S NAME: TERRY TROY ® S
FILT NUMBER: 73489 11889 03 < o))
INSURER®S NAME: ALLSTATT INS CO Ys\cf'
. - A o
NOIICE IQ_INSURED NG

RATHER THAN CALLING MY CFFICCe PLEZASE ANSWER THE FOLLOWING QUESTIONS
AMD RETURN TO MY ATTENTICON:

Ae LIST NAMES AND AGES TF ALL LICENSED DRIVERS UNDZR THE POLICY IN
QUESTIUN:

(1) _TELRY Ty $3 (3) __ DA _TRoY 48
(2) _LESLEY TROY 2% ____ (4) __MIEL SAMPY TROY Z/
(5) RICHARD TrROY /& (¢) ED 71k0Y 30
Be LIST VEHICLES INSURED UNDER YOUR PCLICY AND ESTIMATED MILTAGE 8Y
ZACH OF THE ABOVE LIST=ZD DRIVERS: pap—

_DOOGE ___TERY Sk ___ Aeinh Ropky  woe Aoy SIS

_CAQ(LLAC DAL (2K LA LULD LeEstey 2K

Ce HOW L34%G HAVE YOU BZEN INSURED WITH THIS INSURANCE COMPANY?

De PLEASE CUMMENT ON THE SPZCIFIC R:IASONS GIVEN BY THE (CO4PANY FOR
TERMINATING YOU? INSUSANCEe INCLUDING HOW ZACH ACCIDENT AND/OR
VIGLATIONy IF ANYs OCCURRID AND BY WHICH DkIVERe USE REVERSE
SIDE Ir- ADDITIONAL SPACE 15 NEEUED.. Aa_ 4
7"/)e are 3Sa /4 7*/1471" ICLC«AQFQ/ 1S ‘//k/e/l/ 7‘0 rme Ansther
dCcz)‘/G(CthL’r 52/“"‘6 q¢ leanneot Arom Hey 74—"‘7’ £ gnly arn tnt
and @ nrv /IK? fo have a fecradl accidden ] (1<t letter Jﬂ”&)

YOUR GFFIC: TeLcPHONZ # 30, 370 4039 sionrD

Vd
YOUR HOME TELEPHONE # _30) 297 339( ACDRTSS _Zcf/j._’!_&ﬂi"_f_./fé'.‘,_./oe&”ﬁ’c/””

— o s s s e

THANK YOU FOF THIS OPPORTUNITY TO BE OF SEZRVIC:e.
PLEASE RETURN YOUR RESPONS: TO MY LTTENTION WITHIN 15 WORKING DAYSe

RICHA=D He RZCSI

INSURANCE INvVE 8&[‘&[&5@3};\91%\40% METRO AREA, TOLL FREE 1-800-492-6116

TTY FOR DEAF, BALTIMORE METRO AREA 383-7555, D.C. METRO 565-0451 27
FAX: (301) 333-1229
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'STATE OF MARYLAND

overnor

WILLIAM A. FOGLE, JR.
Secretary

E. SUSAN KELLOGG
Insurance Commissioner

Department of Licensing and Regulation

ILLIAM DONALD SCHAEFER INSURANCE DIVISION

501 ST. PAUL PLACE
BALTIMORE, MARYLAND 212022272

DIRECT DIAL 301/333- 2920

£ Date March 7, 1989

Allstate Ins. Co.
1850 Centennial Park Drive Insured _Terry Troy
Box 4200, Suite 400 . ’ ) , 1040
Reston, Va. 22091-000 Policy No. 018264792,0524639
¥D Tnsurance Diviston Exhibit Ws. ;fEJTfA - Our File No. 73489 03 19
NOTICE

'l. By an earlier communication you were advised of a protest filed with this Division by

your policyholder. That protest related to the action initiated by your recent notice
which affects the above reference policy. 1In accordance with the provisions of Section
234A and 240AA of Article 48A of the Annotated Code of Maryland, it has been deter-
mined from the information contained in your notice that the protest has merit. Upon
such finding your proposed action is disallowed for the following:

@D] Failed to give required forty-five (45) days notice.

(2) Failed to offer proper named driver exclusion/or quote premium if exclusion
is offered.

TN
(3) Failed to state in the Notice the right of the Complainant to protest.
(4) Failed to state in the Notice the right to replace with MAIF and give address.
(5) Reasons given in Notice have been determined to bhe factually incorrect.
(6) Notice relies in part on traffic violations or accidents more than three (3)

years from the effective renewal date, or five (5) years old on the date of
the application on new business. :

(7) The insurer has failed to meet its burden of proof by stating the standard
used to terminate the coverage.

(8) The Maryland Insurance Division, at present, requires that an incident covered
by a filed and approved surcharge plan be rated in accordance with that plan.
This requirement merely reflects the insurance company's filing which states
that the insurance company has an adequate rate for this insured. The remedy,
if desired, is not cancellation but the filing of a proper rate or the with-
drawal of the rate that is alleged to be improper.

(9) XXX Other -~ See attached. Policy must continue.

FORM DLR/SID/P/#16-04/10-88/5M/89-277
OUTSIDE BALTIMORE METRO AREA, TOLL FREE 1800-492-6116
TTY FOR DEAF, BALTIMORE METRO AREA 383.7555, D.C. METRO AREA 565-0451
FAX: (301)333-1229
28
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. Therefore, your company is hereby directed to continue in effect the insurance coverage

of the Complainant's policy referred to herein.

SECTION 240AA (f) PROVIDES THAT ANY AGGRIEVED PARTY MAY REQUEST A HEARING WITHIN THIRTY
(30) DAYS AFTER RECEIPT OF THIS NOTICE. A HEARING MAY BE REQUESTED BY DIRECTING A
LETTER TO THE UNDERSIGNED STATING THE REASONS THEREFORE.

IN THE EVENT THAT A HEARING IS REQUESTED ALL INSURANCE COVERAGES WILL REMAIN IN EFFECT
PENDING A FINAL DETERMINATION OF THE PROTEST BY THE COMMISSIONER, PROVIDED ANY LAWFUL
PREMIUM DUE OR BECOMING DUE PRIOR TO SUCH DETERMINATION IS PAID.

IN THE EVENT OF A HEARING THE INSURER HAS THE BURDEN OR PERSUASION THAT THE STANDARDS
APPLIED IN ITS PROPOSED ACTION ARE REASONABLY RELATED TO ITS ECONOMIC AND BUSINESS
PURPOSES AND/OR THE BURDEN OF PROOF THAT ITS ACTION IS JUSTIFIED, AND IN DOING SO, IT
MAY RELY ONLY UPON THE REASONS SET FORTH IN ITS NOTICE TO THE INSURED. NO EVIDENCE
EXTRANEOUS TO THE NOTICE REASONS WILL BE HEARD.

. Very truly yours,

By: Richard H. Reese
Insurance Investigator

RHR : mm

cc: Insured




NOTICE

Pursuant to Section 234A(a) of
Article 484, Annotated Code of
Maryland (1986 Replacement Volume),
any standard which forms the basis
of an  insurer's cancellation,
refusal to underwrite, or refusal to
renew a particular insurance risk or
class of risk must be reasonably
related to the insurer's economic
and business purposes.

The Maryland Court of Special Appeals has ruled that evidence
intended to satisfy this requirement must contain facts which
answer at least the following questions:

1.) What is the statistical basis for
the supposition that a given set of
facts, 1i.e. a particular insured's
accident or violation record,
renders that insured more likely to
incur future losses than an insured
who has had fewer accidents or
violations in the past?

2.) How valid 1is any such statistical
evidence? :

3.) If there is statistical validity to
the supposition, what direct and
substantial adverse effect would it
have upon the insurer's losses and
expenses in light of its current
approved rating plan?l

The attached protest has been resolved in favor of the insured
because the requirements set forth above have not been met.

You have the right to dispute this finding. However, please be
advised that in order to prevail on this protest you must produce

testimony and evidence which satisfies the requirements set forth
above. ‘

1 ‘'For a more detailed statement from the Court, see Crumlish v.
Insurance Commissioner, 70 Md. App. 182 (1987) and Medical Mutual
Liability Insurance Society of Maryland, et. al. v. Michael O.
- Magan,__ Md. -, 529 A.2d.'841 (1987).
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. Capital Region
1850 Centennial Park Drive
Suite 400
PO. Box 4200

Reston, VA 22091
703-648-1600

S

el ol e

T ———a—— o ot

Hﬁfiﬁsuranug'wfrf.,
March 24, 1989

Richard H. Reese

Department of Licensing and Regulation
Insurance Division

Complaints and Investigations

501 Saint Paul Place

Baltimore, Maryland 21202-2272

File Number: 73489 03 19
Policy Numbers: 018 264 792 and 052 463 940
Insured: TROY, Terry

Dear Mr. Reese:

In accordance with the provisions of Section 234C of Article 48A of the
Annotated Code of Maryland, I request a hearing on the above insurance policy.

We feel our notice was proper and in compliance with the provisions of the

Code. We applied standards that are reasonably related to our economic and
business purposes.

® Sincerely,
PMatthew 5. Seglog

Matthew R. Stegle
Territorial Underwriting Manager

cgh

cc: Agent White
Location 285

Steven L. Kreseski
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STATE OF MARYLAND

WILLIAM DONALD SCHAEFER
Governor '

Department of Licensing and Regulation
OFFICE OF THE SECRETARY
Administrative Hearings

13th FLOOR

501 ST. PAUL PLACE

BALTIMORE, MARYLAND 21202-2272
301/333-6216

WILLIAM A FOGLE, JR.
Secretary

— -
Allstate Insurance Company
1850 Centennial Park Drive
P.0. Box 4200 Suite 400

Reston, Virginia 22091

Steve rreseski, Esquire

c/o Josaph A, Schwartz, III, P.A.
Washington Place

10 Weet Madison Street

— - “Baltimore, Maryland 21201 -
April 23, 1989
Re: Terry Troy
Policy No.: 018264792
Cage No.: 1467-4/89
‘ NOTICE OF HEARING
D Tnsursnce Division Exhibit IUJ“—.<:i“‘T:
A hearing has been requested by e
pursuant to the provisions of sétlions®2388Yr946RACIAB8E of Article 48a,
. Annotated Code of Maryland (The Insurance Code). The above-captioned protest
has been scheduled for a hearing to be held on
in Room R Floor, 501 St. Paul Place Baltimore, Maryland 21202.
Please inform this office of any changes in address and/or phone number
while this matter is pending.
. Hearing Information Attached
»p
T  Terry Troy A r -
‘ Ivymount Terrace
».\l:,‘-.»a\iac. H&fyland Teen oA
(. - L 32 ©o-d

OUTSIDE BALTIMORE METRO AREA, TOLL FREE 1-800-492.7521
TTY FOR DEAF, BALTIMORE METRO AREA 383.7555, D.C. METRO AREA 565-0451




STATE OF MARYLAND

WILLIAM DONALD SCHAEFER

Governor

WILLIAM A. FOGLE, JR.
Secretary

A hearing has been requested by

Department of Licensing and Regulation
OFFICE OF THE SECRETARY
Administrative Hearings

13th FLOOR

501 ST. PAUL PLACE

BALTIMORE, MARYLAND 21202-2272
301/333-6216

NOTTCE OF HEARING

pursuant to the provisions of Sections 234A, 240AA and 55 of Article L84,
Annotated Code of Maryland (The Insurance Code). The above captioned protest
has been scheduled for a hearing to be held on

in Room Floor, 501 St. Paul Place, Baltimore, Maryland 21202.

Please inform the undersigned of any changes in address and/or phone number

while this matter is pending.

RRG:

Very truly yours,

Richard Globus
Chief Hearing Examiner

Hearing Information on Reverse Side

cec:
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HEARING INFORMATTION

PLEASE READ CAREFULLY

All cases duly scheduled by the Maryland Insurance Division for hearing before
the Insurance Commissioner or his appointed Hearing Officer will proceed as
scheduled without delay whether or not the parties appear. Where there is
absence of a party or witness, a determination and Order on Hearing will be
made from testimony of attending witnesses, file documents and information
otherwise deemed necessary by the Hearing Officer,

Policy coverages will remain in effect until: (1) parties are notified of the
Commissioner's determination by written Order issued within thirty (30) days
after the hearing record is closed; or (2) parties are notified that the
hearing is cancelled: provided ANY LAWFUL PREMIUM DUE OR BECOMING DUE PRIOR
TO SUCH DETERMINATION IS PAID.

At the hearing the Insurer will have the burden of persuasion that its
standards are reasonably related to its economic and business purposes and
the burden of proof that its action is justified, and in doing so may rely
only upon the reasons set forth in its notice to the insured. No testimony
extraneous to the Notice reasons will be heard. THE HEARING OFFICER MAY NOT
REVERSE OR AMEND INCIDENTS CONTATNED IN MOTOR VEHICLE ADMINISTRATION DRIVING
RECORDS NOR DETERMINEISSUES OF NEGLIGENCE, LIABILITY OR FAULT IN ACCIDENTS.

If the Commissioner finds in the hearing that the proposed action of the
Insurer is unjustified, he shall disallow the action and may, in addition,
order the Insurer to pay such reasonable counsel fees Incurred by the Insured
for representation at the time of the hearing, unless otherwise determined
by the Hearing Officer.

Please be advised that in the event you choose to engage the services
of an attorney to represent you, Maryland law requires that the
attorney be licensed to practice law in Maryland, or is specially
admitted in the case by the Circult Court for Baltimore City.
(Article 10, Section 7(b) of the Annotated Code of Maryland).

Any party aggrieved with the decision of the Commissioner may appeal that
decision to the Circuit Court for Baltimore City. If there is an appeal from
the Commissioner's Order, all costs in connection with the making and/or
photocopying of the transcript and exhibits must be paild by the party making
the Appeal., When a court reporter is not requested, a record of the hearing
shall be made by the Commissioner. Any party requesting a court reporter must
do so in a reasonable time prior to the hearing, in writing, and must pay that
expense.

Postponements will be granted only under exceptional circumstances. Requests
must be made in writing, received in this office not later than seven (7)
working days prior to the hearing date and should contain the reason for the
request, names of the parties, date of hearing, case number and telephone
number for contact between 8:30 a.m. and 4:30 p.m. Please mail a copy of the
request to the other parties involved in the hearing. The Chief Hearing
Officer will make the final decision on postponements and notify all parties.
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: ) N . f-‘yjsee Eth“ #..n_-,u..rv_wr-v--'f‘- e AR e Sy
March, 1989

AFFIDAVIT OF MATTHEW STEGLE

1. I am the Territorial Underwriting Manager for Allstate
Insurance Company assigned to the Maryland Region. Allstate has
provided me with special training for this position to which I
was first assigned over three years ago. At present, my
responsibilities include supervising Allstate’s underwriting
program with respect to all automobile insurance for the entire
State of Maryland.

2. In Allstate’s Maryland automobile cancellation/non-
renewal notices, Allstate cites statistics from the independent
research study conducted by the California Department of Motor
Vehicles (California Study). These statistics indicate an
increased frequency of future accident involvement for drivers

with past accident/violation involvement when compared to drivers

without past accident/violation involvements. —_—

3. The California Study was first published in 1964 and
subsequently updated on several occasions, most recently in
December, 1987. The California Study is a comprehensive
examination of driving behavior and risk factors associated with
accidents. The only data Allstate draws from the California Study
is statistical data with regard to accident frequencies for
drivers with prior accidents/convictions within a three (3) year

period. This data compares the expected frequency of accident

Page 1
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involvement for drivers with a certain number of
accidents/convictions compared to those drivers with no
accidents/convictions during the same three (3) year period.
Allstate does not utilize any other portion of the California
study with the exception of alcohol related data which is not
relevant to this proceeding.

4. The California Study is utilized by most, if not all,
insurance carriers licensed to do business in the State of
Maryland. The Insurance Commissioner for the State of Maryland
has taken administrative notice of the validity of the California
Study and a copy of this study is on file with the administrative
offices of the Insurance Commissioner. Allstate’s underwriting
department relies upon the statistics contained in the most
recent update (December, 1987). The California Study is based on
accident involvement without regard to fault. Allstate relies
upon at-fault accidents in determining to non-renew/cancel a
policy of automobile liability insurance and therefore the
statistical data selected from the California Study would be the
most conservative estimate of future accident involvement for
that driver.

5. Allstate has also performed "in house" studies to
determine the frequency of accident involvement by its average
insured. Allstate states on page 2 of its notice of
non-renewal/cancellation that "the average Maryland driver that
we have insured during the past three years has been involved in

an at-fault accident at the rate of one in every fifteen (15) to

Page 2
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seventeen (17) years of driving. This rate of accident

involvement has remained fairly constant over the past several

years." Allstate's actuarial department has determined that for

each 100 Allstate Maryland insureds, that Allstate paid out

property damage and bodily injury claims on 6.17 of these 100

insureds each year. The reciprocal of 6.17 is approximately 16.2;

therefore, in an effort to personalize this yearly liability

claim frequency, Allstate states that each insured is expected to

have an at-fault accident once every 16.2 years. This expected

frequency factor has varied slightly year to year between a range

of 16.0 to 16.2 years.

6. Allstate's Regional Controller's Office has determined

that the average claim payout for an at-fault loss sustained by a

Maryland insured has been as follows:

1986 $ 1,341.00
1987 1,485.56
1988 1,511.04

The above referenced claim payout includes allocated
expenses which are the expenses incurred by Allstate in
processing and paying at-fault property damage and/or bodily
injury claims.

7. The automobile liability policy premium charged an
Allstate insured is based on the aforestated frequency of

at-fault accident involvement by the average Maryland driver

insured by Allstate. Allstate has calculated its current approved

surcharge rating plan based upon the administrative and actual

Page 3
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dollar cost of at-fault accident involvement by its Maryland
insureds (including both property damage and bodily injury
payouts).

8. A statistical analysis of Allstate’s recent loss
experience indicates that for those Maryland insured’s who are
covered by Allstate’s current approved rate filing (two or less
surchargeable at-fault accidents), that the surcharge rates are
adequate.

9. Allstate’s premium and surcharge rating plan does not
adequately compenséte the Company for the increased loss
potential projected by the California study (December, 1987) for
drivers with two or more non-surchargeable occurrences. The
additional loss potential projected for this insured is not
adequately covered by Allstate’s present premium and surcharge
rate filing. If Allstate were required to continue to insure this
risk, the resulting loss would have a direct and substantial
adverse effect upon Allstate’s business and economic purpose
which is to provide low cost automobile insurance to as many
drivers as possible, while making a reasonable profit. In this
particular instance, Allstate would be inadequately compensated
by premium and surcharge dollars to continue insuring this driver
who exceeds the standards of Allstate’s current approved rate

filing.

Matthew Stegld

Page 4
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SWORN TO before me, a Notary Public of the State of

Virginia, thiSQQSZ_day

My Commission Expires:

[V -

Allstate.Aff2

of ﬁj@g{}’i , 1989.
Khtd o 8 %uz

Notary Public
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Allstate includes in the cancellation/non-renewal notices
used in the State of Maryland statistics from an independent
research study that addresses the increased chances of future
accident involvement for drivers with prior accident/violation
involvement compared with drivers without prior
accident/violation involvement. This study was conducted by the
California Department of Motor Vehicles (The California Driver
Fact Book, April, 1981). This study developed the following data:

CONVICTIONS
NUMBER OF ACCIDENTS
CONVICTIONS TIMES-AS-MANY FACTOR#*
FIRST TWO YEARS (THIRD YEAR)
0 1.00
1l 1.95
2 2.70
3 3.54
4 3.98
5 4.55
ACCIDENTS
NUMBER OF ACCIDENTS
ACCIDENTS TIMES-AS-MANY FACTOR*
FIRST TWO YEARS (THIRD YEAR)
0 1.00
1l 1.74
2 2.93
3 3.61
4 5.73

* This number represents the relative increase in accident rate

in the third year over the zero conviction group of the first two
years. For example, if an individual has two convictions during

the first two years of the study, that group of drivers' accident
rate was 2.70 times the accident frequency of the group that had

zero convictions in their first two years of the study.

Page 6
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The above data demonstrates that, as a group, drivers
having convictions and accidents during one two year period are
substantially more likely to have accidents in the following
year. As the number of prior convictions increase the future
accidents frequency also increases.

The above data can also be tested for its validity by
determining its correlation coefficient. The correlation
coefficient is a statistic that indicates how strongly two
variables are related. 1In this case, prior conviction records
and subsequent accident involvement. The actual third year
accident frequency is used instead of the "times-as-many" factor
to compute the correlation coefficient. These data and formulae
are displayed below:

CORRELATION OF PRIOR CONVICTION HISTORY AND
SUBSEQUENT ACCIDENT FREQUENCY
BASED ON CALIFORNIA STUDY DATA

CONVICTIONS THIRD YEAR
IN FIRST ACCIDENT
TWO YEARS FREQUENCY 2 2 (X-E (X))
‘X! 'y! (X-E(X)) (Y-E(Y)) *(Y-E(Y))
0 0.117 4.000 0.039 0.382
1 0.228 1.000 0.006 0.080
2 0.316 0.000 0.000 0.000
3 0.414 1.000 0.011 0.106
4 0.466 4.000 0.025 0.316
E(X) = 2.000
E(Y) = 0.308
Sx = 1.414
Xy = 0.126
Correlation Coefficient= 0.994
Number of Points = N
Mean X = E(X) = X/N
Mean Y = E(Y) = Y/N
/E(X-E (X))
Standard Deviation (X) = Sx = / N
/E(Y-E(Y))
Standard Deviation (YY) = Sy - / 2
Correlation Coefficient (X,Y)) = E(X-E(X))(Y-E(Y))
N.Sx.Sy
Page 7
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A correlation coefficient of 1.000 indicates a perfect
relationship. Taking a conservative approach, a value of .7 or
greater indicates a very strong relationship and one that can
be relied upon. Thus, the correlation coefficient of .978
for the California data indicates that the relationship of
prior accident history and subsequent accident frequency is
significant. A similar correlation can be shown for conviction
history.

As stated in Allstate's Notice of Non-Renewal, Allstate
has analyzed the at-fault accident involvement of their Maryland
insureds. It was determined that, on average, 6% of the Maryland
insureds are involved in an at-fault accident resulting in bodily
injury or property damage liability claims each year. This means
that the average policy has one at-fault accident approximately
every 15 to 17 years. This at-fault accident frequency has
remained consistent for a number of years.

Allstate's current rate filing requires a Maryland driver
to be excluded or policy non-renewed if a driver has two or more
incidents within the previous 3 year period. An incident is
defined as at-fault accident involvement or traffic convictions.
Allstate does surcharge for certain at-fault accidents however,
Allstate does not surcharge for traffic convictions. Allstate
does not have a surcharge plan applicable to this insured to
adequately compensate Allstate for the increase risk of future
at-fault involvements. Allstate's charge is based upon an
expected average at-fault accident frequency of .06 (6% of
Maryland insureds involved in at-fault accidents per year). Based
upon the statistics developed from the California Study, this
insured is expected to have an at-fault accident frequency of
.117 (1.95 x .06) or .217 (3.61 x .06). These frequencies are
almost 4 times the at-fault accident involvement for the average
Allstate insured. The losses associated with this increased
accident frequency would have a direct and adverse affect upon
Allstate's profitability in Maryland.

Page 8
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STATE OF MARYLAND
WILLIAM DONALD SCHAEFER

Governor

WILLIAM A FOGLE. JR.

Secretary

JOHN A DONAHO

Insurance Commissmner

Department of Licensing and Regulation
INSURANCE DIVISION

501 ST. PAUL PLACE
BALTIMORE, MARYLAND 21202-2272

DIRECT DIAL 301/333- 4002/3

CERTIFIED MAIL July 6, 1989
RETURN RECEIPT REQUESTED

Terry Troy ‘
7819 Ivymount Terrace {
Potomac, Maryland 20854

Dear Mr. Troy:

In accordance with the Maryland Rules of Procedure, Chapter 1100,
Rule B2.c and d and B7.1, entitled Administrative Agencies, and
Section 40 of Article 48A, entitled Maryland Insurance Code, this will
acknowledge the receipt of your order for Appeal in the matter of:

Terry Troy vs.
Insurance Commissioner of the State of Maryland
(Case No. 1467-4/89)

This written notice of the Order of Appeal is being given to
every party in this proceeding.

Please arrange to have a Reporting Service write to me or furnish
me with a copy of your authorizing letter to them, so that I can
forward the original hearing tape recording and exhibits to the
Reporting Service for transcribing, photocopying, and binding. The
original exhibits, transcription, tape, and one transcribed copy
should be returned to this office and one copy will be forwarded to
the Appellant by the Reporting Service. You will receive an invoice
for transcribing from the Reporting Service.

You may also wish to request an extension of time for filing the
record from the Circuit Court, due to the 1limited time allowed for
transcription.

Very truly yours,

M&ﬂéﬁk}—s?fézgé;éiNJ’

Wenda K. Gordon
Administrative Officer

/sm

cc: Meg Rosthal, Assistant Attorney General
Allstate Insurance Company
Steve Kreseski, Esquire

OUTSIDE BALTIMORE METRO AREA, TOLL FREE 1-800-492-6116 L4
TTY FOR DEAF, BALTIMORE METRO AREA 383.7555, D.C. METRO ARLA 565-0451

FAX: (301)333 1224




PS Form 3800, June 1985

P 923 772 bL1l2

RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTERNATIONAL MAIL

(See Reverse)

Sent to A\‘é"‘d’{. 105 C? . }L DC
Qe X,

1760 Contenmal

Sjregt and No
site “400. .

P.0O., State and ZIP Code
22091}
S

Postage

Cerntified Fee

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing*
to whom and Date Delivered

Return Receipt showing to whom,
Date, and Address of Oeiivery

TOTAL Postage and Fees S

Postmark or Date




S T

STICK POSTAGE STAMPS TO ARTICLE TO COVER FIRST CLASS POSTAGE,
CERTIFIED MAIL FEE, AND CHARGES FOR ANY SELECTED OPTIONAL SERVICES. (see front)

1. If you want this receipt postmarked, stick the gummed stub to the right of the return address leaving
the receipt attached and present the articie at a post office service window or hand it to your rural carrier.
(no extra charge)

2. if you do not want this receipt postmarked, stick the gummed stub to the right of the return address of )
t,pe article, date, detach and retain the receipt, and mail the article.

4. I you want a return receipt, write the certified mail number and your name and address onaa returne .,
receipt card, Form 3811, and attach it to the front of the article by means of the gummed ends if space per-
‘mits. Otherwise, affix to back of aRicle. Endorse front of article RETURN RECEIPT REQUESTED
adjacent to the number.

If you want delivery restricted to the addressee, or to an authorized agent of the addressee, endorse
RESTRICTED DELIVERY on the front of the article.

5. Enter fees for the services requested in the appropriate spaces on the front of this receipt. If return
receipt is requested, check the applicable blocks in item 1 of Form 3811.

6. Save this receipt and present it if you make inquiry.
= U.S.G.P.O. 1987-197-722




PS Form 3800, June 1985

P 523}'}?72 L13

RECEIPT FOR CERTIFIED MAIL

NO INSURANCE COVERAGE PROVIDED
NOT FOR INTEANATIONAL MAIL

(See Reverse)

Sent ¢
Tercy  Too y

Street and No. ! —_
4 |2

.0, State and ZIP Code
a{oma e,mD J085Y

4

Postage S

Centified Fee

Special Delivery Fee

Restricted Delivery Fee

Return Receipt showing
to whom and Date Delivered

Return Receipt showing to whom.
Date, and Address of Delivery

TOTAL Postage and Fees S

Postmark or Date




.

STICK POSTAGE STAMPS T0 ARTICLE TO COVER FIRST CLASS POSTAGE,
CERTIFIED MAIL FEE, AND CHARGES FOR ANY SELECTED OPTIONAL SERVICES. (ses front)

1. If you want this receipt postmarked, stick the gummed stub to the right of the return address leaving
the receipt attached and present the articie at a post office service window or hand it to your rural carrier.
(no extra charge)

If you do not want this receipt postmarked, stick the gummed stub to the right of the return address of

3 the article, date, detach and retain the receipt, and mail the article.

3. If you want a return receipt, write the certified mail number and your name and address on a return
receipt card, Form 3811, and attach it to the front of the article by means of the gummed ends if space per-,..
mits. Otherwise, affix to back of article. Endorse front of article RETURN RECEIPT REQUESTF‘Q
adjacent to the number.

If you want delivery restricted to the addressee, or to an authorized agent of the addressee, endorse,

RESTRICTED DELIVERY on the front of the article.

5. Enter fees for the services requested in the appropriate spaces on the front of this receipt. If return
receipt is requested, check the applicable blocks in item 1 of Form 3811.

6. Save this receipt and present it if you make inquiry.

U.S.G.P.O. 1987-197-722




UNITED STATES POSTAL SERVICE
OFFICIAL BUSINESS

<GTC ;
T g i

SENDER INSTRUCTIONS

Print your name, address and ZIP Code

ln the space below.

e Complste items 1, 2, 3, and 4 on the
reverse.

e Attach to front of article if space
Yermits, otherwise affix to back of
article.

* Endorse article ‘‘Return Receipt
Requested’’ adjacent to number.

N, )
‘\ /QS\.

RETURN
TO

Print Sender’s name, address, and ZIP Code in the space belpw.

Wende ¥, Gpedon  Adm, S o

Gy
~l
s
3

—
U.S.MAIL
—— )

PENALTY FOR PR.IVATE
USE, $300

Dept. of Licensing & R
Ansurance Division

501 St. Paul qune

egulation

6th Floor




‘ gENDER Complete items 1 and 2 when additional services are desired, and complete items
and

Put your address in the ‘RETURN TO’’ Space on the reverse side. Failure to do this will prevent this

card from being returned to ¥ou The return receipt fee will provide you the name of the person delivered

to and the date of delivery. For additional fees the following services are available. Consult postmaster

for fees and check box{es) for additional service(s) requested

. p&@ Show to whom delivered, date, and addressee’s address.

2. [0 Restricted Delivery

(Exrra charge)

(Extra charge)

3. Article Addressed to: 4. Article Number
Tee T Y4332 772 /A3
4 8 \ :;Y G\O\/ Bpe of Service: O '
Registered insured
PD\* IV*/mOon‘\' ‘ﬂ‘“‘\Qe %Ceniﬁed O cop
: R Recei .
oMat MO 2085y Express M L B Marnandne :
Always obtain signature of addressee
or agent and DATE DELIVERED,
5. Signature — Address 8. Addressee’s Address (ONLY if
requested and fee paid)
6. Bigggture t
\x\‘,, 7 /7
7. Date of Delivery
7 =2 ~FF

PS Form 3811, Mar.. 1988

* U.S.G.P.O. 1988-212-865

DOMESTIC RETURN RECEIPT




UNITED STATES POSTAL SERVICE
OFFICIAL BUSINESS

SENDER INSTRUCTIONS

Print your name, addrass and ZIP Code

in the space below.

* Complete items 1, 2, 3, and 4 on the
reverse.

o, Attach to front of article if space
fp.rmhs, otherwise affix to back of
article.

SOEEm——
U.S.MAIL
[~ 0]

PENALTY FOR PRIVATE

o Endorse article ‘‘Return Receipt USE, $300
\ Requested’’ adjacent to number. - .
RETURN Print Sender’s name, address, and ZIP Code in the space below.

T0

Dept. of Licensing & Regulation
Insurance Division

N

K

501

Baltimore, Maryland 21202-2273

St. Paul Place, 6th Floor

ool oG T el S AU

iro \)ij




—

. gENDiR: Complete items 1 and 2 when additional services are desired, and complete items
and 4,

Put your address in the *'"RETURN TO'' Space on the reverse side. Failure to do this will prevent this

card from being returned to xou. The return receipt fes will provide you the name of the person delivered

to and the date of delivery. For additional fees the following services are available. Consult postmaster

for fees and check box{es} for additional service(s) requested.

1. Show to whom delivered, date, and addressee’s address. 2. O Restricted Delivery
(Extra charge) (Extra charge)
3. Article Addressed to: 4. Article Number

Type of Service:

Mislate xnsgm,igf Co. Y 923 772 bl

i 8\\"0 Cen +cnn‘| @‘ Q\"\l b(\ ) J Regi'sfered O insured
S ﬁ-‘ - Kl certitied L] cop . -
©ite Y00 O Express mail [ Rotun Racoipt
b
Q'C.S*Ol\ ; V {(r 9\ N & AL0 q § Always obtain signature of addressee
or agent and DATE DELIVERED.
5. Signature — Address 8. Addressee's Address (ONLY if
requested and fee paid)

X

8, Fignature —f'\ ent ., ¢

X fodwce ,q,vW@iLLM

7. Date of Delivery .
AR |

PS Form 3811, Mar. 1988 * U.S.G.P.D. 1988-212-865 DOMESTIC RETURN RECEIPT
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Terry Troy % IN THE CIRCUIT- COURT
7819 Ivymount Terrace

Potomac, Maryland 21854 * FOR BALTIMORE CITY

* Case No. 89184050/CL99747
APPELLANT N

Vs.

* Appeal of the Insurance
INSURANCE COMMISSIONER Commissioner's decision,
OF THE STATE OF MARYLAND * Department of Licensing
501 St. Paul Place and Regulation.
Baltimore, Maryland 21202 * Upon the Complaint of

Terry Troy

APPELLEE *

Case No. 1467-4/89
* o %

% ¥ * * %* % Yo * % % * * ¥ %

CERTIFICATE OF COMPLIANCE
WITH MARYLAND RULE B2.c and d

I HEREBY CERTIFY that on this 6th day of July 1989, pursuant
to Maryland Rule B2.c and d, I have given written notice to the
following party to the proceeding styled:

TERRY TROY VS.
INSURANCE COMMISSIONER OF THE STATE OF MARYLAND
(CASE NO. 1467-4/89)

scheduled before the Insurance Division of the Maryland Department
of Licensing and Regulation, that an Order for Appeal has been
filed in the Circuit Court of Baltimore City by:

TERRY TROY

from the decision of the Insurance Commissioner of the State of
Maryland, on June 16, 1989,

Meg Rosthal, Esquire Allstate Insurance Company

Assistant Attorney General 1850 Centennial Park Dr., Suite 400
Reston, Virginia 22091

Terry Troy

7819 Tvymount Terrace

Potomac, Maryland 20854

Steve Kreseski, Esquire
c/o Joseph A. Schwartz, II1I, P.A.

Washington Place \~‘42%{(

10 West Madison Street

Baltimore, Maryland 21201 Dt ). L r
Wenda K. Gordon
Administrative Officer

47




TERRY TROY %* IN THE CIRCUIT COURT
7819 Ivymount Terrace

Potomac, Maryland 21854 * FOR BALTIMORE CITY
* CASE NO. 89184050/CL99747
APPELLANT
* APPEAL OF THE INSURANCE
VSs. COMMISSIONER'S DECISION,
* DEPARTMENT OF LICENSING
INSURANCE COMMISSIONER AND REGULATION - UPON THE
OF THE STATE OF MARYLAND * COMPLAINT OF:
501 St. Paul Place Terry Troy
Baltimore, Maryland 21202 *
. Case No. 1467-4/89
% e e % Y % e ¥ % W% Y% % k3 % % % Y

CERTIFICATE OF TRANSCRIPT TO RECORD

STATE OF MARYLAND, CITY OF BALTIMORE, TO WIT:

I, WENDA K. GORDON, hereby certify that the following is a
true record taken from the proceedings of the Insurance Division,
Department of Licensing and Regulation, in the administrative
proceedings styled TERRY TROY VS. INSURANCE COMMISSIONER OF THE
STATE OF MARYLAND, CASE NO. 1467-4/89.

IN TESTIMONY WHEREOF, I hereunto set my hand and affix the
seal of the Insurance Division, Department of Licensing and
Regulation, this 8th day of August, 1989.

Meg Rosthal, Esquire Terry Troy

Assistant Attorney General 7819 Ivymount Terrace
Potomac, Maryland 21854

Allstate Insurance Company

1850 Centennial Park Drive

Suite 400

Reston, Virginia 22091

Steve Kreseski, Esquire

c/o Joseph A. Schwartz, III, P.A.
Washington Place

10 West Madison Street

Baltimore, Maryland 21201

Wenda K. Gordbn’
Administrative Officer




FILE

TERRY TROY * IN THE
Appellant * CIRCUIT COURT UL 81 1089
CIRCUIT COURT FoO
. * R
v FOR BALTIMORE GITY
INSURANCE COMMISSIONER OF * BALTIMORE CITY '
THE STATE OF MARYLAND, ET AL Q’
*
Appellee CASE NO: 89184050/
* CL99747 /

ANSWER TO PETITION
ALLSTATE INSURANCE COMPANY, by and through its under-
signed attorneys. answers the Petition of the Appellant, TERRf\\\\\\
TROY, as follows:
1. Allstate denies all allegations contained in Paragraph
1 of the Petition with the exception that Allstate admits it

maintains rate filings stating that "any driver who has a fre-

guency of combined losses and convictions defined as at least two
per operator within the past three (3) years" will be excluded or
non-renewed from the policy of automobile liability insurance.

2. Allstate denies the allegations contained in Paragraph
2 of the Petition.

3. Allstate admits the allegation contained in Paragraph
3 of the Petition to the extent that Allstate and the Insurance
Commissioner found that the policyholder's son [Richard A. Troy]
driver record presents additional exposure not contemplated by
Allstate's current rating plan; however, Allstate denies
Appellant's assumptions with regard to Allstate's use of its' own

computer generated statements.

Page 1




4. Allstate denies the allegations contained in Paragraph
4 of the Petition.

5. Allstate admits the allegations contained in Paragraph
5 of the Petition to the extent that the data from the California
Study "demonstrated that the son [Richard A. Troy] belongs to a
group with 3.54 times greater chance of future accident than a
O~conviction driver" (spelling errors corrected); however, All-
state denies Appellant's mischaracterization of information con-

tained in the California Study.

6. Allstate denies the allegations contained in Paragraph

6 of the Petition.

7. Allstate denies the allegations contained in Paragraph
7 of the Petition.

8. Allstate denies the allegations contained in Paragraph
8 of the Petition.

9. Allstate admits the allegation contained in Paragraph

9 of the Petition to the extent that Allstate's rating plan does

not provide for an adequate rate to insure Richard A. Troy nor do

Insurance laws permit Allstate to consider past profits from the
Troy policy of insurance; however, Allstate denies the remaining
allegations made in Paragraph 9 of the Petition.

10. Allstate denies the allegations contained in Para-
gragh 10 of the Petition.

11. Allstate denies the allegations contained in Para-
graph 11 of the Petition.

WHEREFORE, Allstate Insurance Company respectfully

Page 2
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requests that this Court affirm the decision of the Insurance
Commissioner of the State of Maryland as stated in his Order on

Hearing issued on June 16th, 1989.

.

/Kfla:

Steven L. Kreséski

Joseph A. Schwartz, III, P.A.
10 West Madison Street
Baltimore, MD 21201

(301) 244-7000

Attorneys for Allstate
Insurance Co.

CERTIFICATE OF SERVICE
I HEREBY CERTIFY that on this gﬁ‘ day of July, 1989,
copies of the foregoing Answer were mailed, postage prepaid, to
Meg Rosthal, Assistant Attorney General, 501 St. Paul Place,
Baltimore, Maryland, 21202; and to Terry Troy, 7819 Ivymount

Terrace, Potomac, Maryland (20854).

e farenle

Attorney for Allstate Ins. Co.

Page 3




LAW OFFICES Fl L E D

JOSEPH A.SCHWARTZ, I, P. A.

]
WASHINGTON PLACE ”UL 26 1989
JOSEPH A.SCHWARTZ,
10 WEST MADISON STREET CIRCUIT COURT FOR FACSIMILE
STEVEN L. KRESESKI BALTIMORE, MARYLAND 21201 BALTIMORE CITY (501) 332-4505

(301) 244-7000 -

July 25, 1989

Mr. Terry Troy
7819 Ivymount Terrace
Potomac, Maryland 20854

RE: Troy v. Allstate Insurance Company
Dear Mr. Troy:

Please be advised that I have prepared a Motion to Dis-
miss for Failure to File the Petition in this case. Assistant
Attorney General Meg Rosthal has just advised me that you did
file a Petition; therefore, I must assume that you failed to
provide me with a copy or that my copy was lost by the U.S.
Postal Service.

Please be kind enough to provide me with a copy of this
Petition immediately and all future pleadings and correspondence
you send to the Court. I will hold the Motion to Dismiss for five
days pending receipt of the Petition.

Very truly yours,

Steven L. Kreseski

SLK/csc
cc: Clerk, Circuit Court for Baltimore City (79 /?405‘0/CL 7?7¢79
Assistant Attorney General Meg Rosthal




FILED

JUL 24 1989

TERRY TROY * IN THE
Appellant * CIRCUIT COURT C'SXET,TM%%%R&? R
V. * FOR
INSURANCE COMMISSIONER OF * BALTIMORE CITY A
THE STATE OF MARYLAND, et al. .
Appellees
* CASE NO. 89184050/CL99747
* * * * * * *
ANSWER TO PETITION

John A. Donaho, Insurance Commissioner of the State of
Maryland, by his attorneys, J. Joseph Curran, Jr., Attorney
General of Maryland, and Meg L. Rosthal, Assistant Attorney
General, answers the Petition of Appellant, Terry Troy, as
follows:

1) The 1Insurance Commissioner denies the allegations
contained in paragraph 1 of the Petition.

2) The Insurance Commissioner denies the allegations
contained in paragraph 2 of the Petition.

3) The 1Insurance Commissioner denies the allegations
contained in paragraph 3 of the Petition.

4) The Insurance Commissioner denies the allegations
contained in paragraph 4 of the Petition.

5) The Insurance Commissioner denies the allegations
contained in paragraph 5 of the Petition.

6) The Insurance Commissioner denies the allegations
contained in paragraph 6 of the Petition.

7) The 1Insurance Commissioner denies the allegations

contained in

paragraph 7

of the Petition.

1

3




8) The Insurance Commissioner denies the allegations
contained in paragraph 8 of the Petition.
9) The Insurance Commissioner denies the allegations
contained in paragraph 9 of the Petition.
10) The Insurance Commissioner denies the allegations
contained in paragraph 10 of the Petition.
11) The Insurance Commissioner denies the allegations
contained in paragraph 11 of the Petition.
WHEREFORE, the Insurance Commissioner respectfully requests
this Court to affirm his June 16, 1989 Order on Hearing.
Respectfully submitted,

J. JOSEPH CURRAN, JR.
ATTORNEY GENERAL OF MARYLAND

P f #th) l

Meg L. Rosthal

Assistant Attorney General

501 St. Paul Place - 1l4th Floor
Baltimore, Maryland 21202

(301) 333-6284

CERTIFICATE OF SERVICE
1 HEREBY CERTIFY that on this u,ZOE‘ day of Qlﬂéj ’

1989, a copy of the foregoing Answer to Petition waéxmaf&ed first

class to Terry Troy, 7819 Ivymount Terrace, Potomac, Maryland
20854 and to Steven L. Kreseski, Law Offices of Joseph A.

Schwartz, ITI, Washington Place, 10 West Madison Street,

Baltimore, Maryland 21201. /£?LT¥&£&4Z>

Meg Rosthal
Ass] ant Attorney General
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Q FILED

JUL a
Terry Troy * IN THE CIRCUIT COURT 17 159
7819 Ivymount Terrace CiRCUIT
Fotomac, Maryland 208354 * FOR BALTIMORE CITY BAEUN&%%?;{?R
AFPELLANT * Case No. B9184050/TLI9747
(= *

Appeal of the Insurance
INSURANCE COMMISSIONER * Commissioner 's decision,
OF THE STATE 0OF MARYLAND Department of Licensing
501 St. Faul FPlace * and Regulation.

Upon the Complaint
AFFELLEE * of Terry Troy

* Case No. 14467-14/89
* * * * * * * * * * * * * -
PETITION

Fursuant to Sections 25, 2344 and 240AA of Article 48A of the
Annotated Code of Maryland (1986) a hearing was conducted on May
18, 1989 wherein the above captioned Appellee supported the
Allstate Insurance Company’'s proposed nonrenewal of Appellant’'s
auto insurance or [at Appellant’'s optionl transference of young
male race-classification-one driver in his fowth year of driving
with one minor accident of 705 and two points on his driving
record to their high risk indemnity insurance subsidiary where
Allstate would raise the son’'s rates from FL1000 to F3I3Z00 per v/
YEar . The Appellee and Allstate proposed, should Appellant
refuse the transference, a second option: to exclude the son from
the family inswance policy. The Appellant did not accept either
optiony consequently, the Appellee ORDERED that Allstate be
permitted to effect its proposed action. Allstate notified the
Appellant of nonrenewal but a Stay was obtained on the Appellees’'s
Order.

ERROR_COMMITTED EY_ THE_INSURANCE COMMISSIONER

The Appellant believes that substantial rights have been
violated:; the administrative findings of +fact and conclusions of
law are: unsupported by competent, material and substantial
evidence, unsupported in view of the entire record submitted,
affected by errors of law, and for other reasons to be made
explicit in an amended petition after a transcript of the record
is received.




»

The Appellant believes and intends to show that the Appellee
erroneously and/or in reversible error:

1. Made findings of fact that are future promises: Allstate WILL
not continue to insure any driver who has a freguency of combined
losses and convictions defined as at  least two per operator
within the past three vears. Apparently Allstate’'s claim was not
true at time of hearing, and Allstate could change its mind.
These standards that WILL do something in future were apparently
not verified by any evidence: no proof of what they do now, nor
was Appellant able to call Allstate’'s agents to see what they are
really telling prospects, i.e., that they will be excluded if
they have two occurrences.

2. Found on only that FART of the son’'s driving record most

favorable to Allstate. The Appellee ignored most important -

facts: only one accident of #7085 and two points in over three
years of driving. Appellee apparently did not give any weight to
the son’'s subsequent year of driving without any accident or
ocourrence, or that the son has & radically changed driving
pattern Laway at school eight months of yvear and does not drive
to work during summerl. This hasty conclusion, that the son
exceeds standards that Allstate will have may indicate an intent
to show bias in favor of Allstate.

Z. Found that the son presents additional exposure not
contemplated by Allstate’'s rating plan. But Appellee failed to
take into account Allstate own computer generated statements, on
file with the Insurance Commissioners, showing the amount of

increase Allstate would need, Lan additional 70 per period or

#140 per yearl, to cover their contemplated additional exposure
because of the accident. The Appellee also failed to take into
account  the extreme low cost of the actual accident, that
existing premiums more than cover the possibility of a similar
accident, the actual earnings Ffrom the son’'s share of the
premiums, and that future damages if any may be minor and within
the policy’'s deductablilty.

4. Allowed the introduction of 25 year old out—of-5tate out-of—
date statistical data, with outrageous concomitant assumptions,
and accepted that that data had sufficiently demonstrated that
the son belongs to group with 1.74 times greater chance of future
accident than a O-accident driver. But what does it mean that
the son possibly may have 1.74 times as many accidents as the
mythical O-accident California driver had 235 years ago, over an
unknown period of time. It proves nothing about what the son’'s
driving record may be in the futuwre. Actually this is & factor
of secondary predictability, and if one uses it in conjunction
with Allstate s own data it would suggest the possibility that
the son would have one or less accidents in the next fouwr yvears,
for a total of two o less in eight years, well below the
Allstate standards for exclusion.




5. Also found that the data demonstrated that the son belongs to
group with 3.54 times greater chance of future accident than a O-
convictions driver. What does it mean will he have 3.54 times as
many accidents as the mythical O-occurrence California driver had
25 years ago, over an unknown period of time. This is a factor
of tertiary predictability and is highly speculative, but the son
would still be within the standard if one uses Allstate’'s own
data. At this point in the Order On Hearing, there is no
indication that the Appellee or Allstate has calculated the
chance of a one—accident Maryland driver or a three-conviction
Maryland driver having an accident during Allstate’'s nest billing
perind when presumably they will be at risk. Hence, the
Appellee cannot  Jump to any conclusions, and does not have a
valid basis for any statistical inferences.

4. Found that the statistical data is valid. Appellee did not
factor—-in length—of-time in using zero accidents/convictions as a
determinant; frequency data without a time axis is categorically

INVALID. Appellee’'s conclusions are also INVALID because his
intended comparisons cannot be made using "numbers" with no
magnitude [the zero accidents/convictions "numbers" have no

factor of predictabilityl, zero times any number is always zero.
Additionally, Appellee failed to apply weights to secondary and
tertiary factors. Occurrences are not accidents and accidents
are not claims pay—out money. Appellee has failed to give proper
weights to primary factors [large numberl] that have probable
predictability such as actual dollar claims against Allstate,

secondary factors [small numberl that have only possible
predictability such as number of accidents, and highly
specul ative tertiary factors [very small rnumberl such as

convictions.

7. Recognized "other statistical data" not part of the signed
affidavit nor notarized. This inadmissible [Appellant’s viewl]
data is useless to show any cause and effect at critical stages
of the reasoning that should have been but was not set forth, but
it was apparently used as & basis that mystically led to
conclusions of a '"strong relationship"” without supporting, or
Appellee showing, any intermediate steps. Afppellant believes
that the Appellees should have examine the actual primary facts
not just secondary or tertiary hypothetical speculations.

8. Failed to take into account the relevant elements of the son’'s
actual driving record, admitted into evidence, and showing that
he had only two points for minor violations. [Allstate and the
Commission may have recognized that the son was in racial
category one.] The law must always be vigilant when racial
classification data is admitted into the administrative record.

7. Concluded that Allstate’'s rating plan does neot provide for an
adequate rate. What is an adeguate rate if #2300 dollars profit
in the year of the accident and #1000 profit for each year that
there 1is no accident is not adequate? Appellee also failed to
take into account Allstate’'s own statements that their rating




plan and rates are adeqgquate for up to two accidents. Appel lee
apparently ignored the amount of profit gained by Allstate which
is part of an industry with premiums running four times the
inflation rate, and failed to take into account possible greed
of, and conspiracy within, the insurance industry.

10. Delegated its authority to decide this case to Allstate’'s
rating plan, to out-of-state ocut-of-date statistical data, and to
highly speculative tertiary factors of predictability. [Has’f
Appellee forgotten why the people need an insurance commissioner?
Hearing Examiners must carry out their responsibility to the
public without fear, €.g9., that the insurance industry might cost
them their jobs.]

11. Failed to show that Allstate or the Insurance Commissioner
does NOT allow young male drivers of race-classification—-two with
more than zero accident, more that 705 in claims, and more than
two points to continue on family policies. Allstate must prove
that they have scluded ALL male drivers under age 29 and
classified by the State of Maryland as racial category two who
have three o more violationsy or perhaps they should be
investigated for possible charges of racial discrimination.

RELIEF SOUGHT: I reqguest the Circuit Court to reverse the
decision of the Insurance Commissioner in CASE NO: 1467-4/89,
dated 16th day of June, 1989, that allowed the Allstate Insurance
Company to nonrenew my family’'s insurance policy, and/or exclude
my son Richard C. Troy, and/or increase his rate by #2300 per
vear; and to remand the case with instructions to the Appellee to
deny nonrenewal, deny any exclusion options, and deny any rate
increases to the Allstate Insurance Company of or within the
Appellant 's policy.

I HERERY CERTIFY on this 14th day of July 1989, pursuant to
Maryland Rule BZ.e, that I have served [via certified maill a
copy of this Petition on the Inswance Commissioner of Maryland.

g 7oz

Terry Troy, A
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FILED 2
TERRY TROY ) ) * : IN THE
! JUL 7 1989 ‘
Complainant * CIRCUIT COURT 3
' OR /
; CIRCUIT COURT FOH
v. BALTIMORE CITYJ FOR
ALLSTATE INSURANCE COMPANY, -~ % ° Y BALTIMORE CITY
ET AL
%*
Licensee CASE NO: 57131-/050/
* A
ce 99740
ENTRY OF APPEARANCE
Mr. Clerk:
Please/énter the appearance of Joseph A. Schwartz, II1I,

Steven L. Kreseski and Joseph A. Schwartz, III, P.A. as attorneys
for Licensee, Allstate Insurance Company, in the above captioned |
administrative appeal from a decision rendered by the Insurance

Commissioner of the State of Maryland.

Dok . Mhnct. 2

Jodseph(/A. Schwartz, III scie

Stevenn L. Kreseski _

Joseph A. Schwartz, III, P.A.
10 West Madison Street
Baltimore, Maryland 21201
(301) 244-7000

Attorneys for Allstate Ins. Co.

CERTIFICATE OF SERVICE

I HEREBY CERTIFY, that on this &'° day of July, 1989, a
copy of the foregoing was hand delivered to Meg Rosthal,
Assistant Attorney General, 501 St. Paul Place, 14th Floor,
Baltimore, Maryland (21202), attorney for the Insurance
Commissioner of the State of Maryland and to Terry Troy, 7819
Ivymount Terrace, Potomac, Maryland (20854).

Attorney for Allstate Ins. Co.
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/nfurance Co MMM Leanl ¥ CIRCUIT GuuRt FOR
BALTIMORE CITY.
* -

Terry Troy * Allstate Insurance Company

7819 Ivymount Terrace * 1850 Centennial Fark Drive, GSuite

_ 400

Fotomac, MD 20854 * Reston, V& 22091

o £/ 0 50 e

ORDER_OF COURT

Order this (2 ot <]@b£z; 19897

A

That the decision of the Insurance Commissioner of Maryland

In CASE NO: 1467 - 4/8% rendered on the 1é6th day of June

. is hereby stayed.

Judge




July 3, 1989

EX REL: * LICENSEE:
*
Terry Troy * Allstate Insurance Company
7819 Ivymount Terrace * 1850 Centennial Fark Drive, S8uite (o0
dercr
Fotomac, MD 20854 * Reston, VA 22091
*
Complainant * CASE NO: 1467-4/89
To Thes:s Circuit Court for Raltimore City

City Division

Subject: Request for a MOTION _TO _STAY

I, Terry Troy, complainant/petitioner, hereby reguest a motion to
stay the Order of the Inswance Commissioner in CASE NO: 1467~
4789, dated 1é&th day of June, 1989, because substantial rights
have been prejudiced as the reswult of administrative findings of
fact and conclusions of law [that are UNsupported by competent,
material and substantial evidence, UNsupported by in view of the
entire record submitted, and for other reasons to be contained in
my petitionl.

July =, 1989

Zen

Terry Troy
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JuL & 1989

CIROUIT COURT FOR
BALTIMORE CITY

o 8918405Q
ORDER_FOR_AFFEAL (B ( 7 f 7 / 7
e 8918405Q

EX REL: *
*
Terry Troy * Allstate Insurance Company
7819 Ivymount Terrace * 1830 Centennial Fark Drive, Suite
CaodD - e R
Fotomac, MD 20854 * Reston, VA 22091
*
Complainant * CASE NO: 1467-4/89

I, Terry Troy, complainant/petitioner, wish to appeal an adverse
ruling issued persuant to an administrative hearing conducted on
May 18, 1989, by the Inswance Commissioner and contained in the
Hearing Examiner 's Order in CASE NO: 1467-4/8%, dated 16th day of
June, 1989, Land received on June 201 because of administrative
findings of fact and conclusions of law that are UMsupported by
competent, material and substantial evidence, UNsupported by in
view of the entire record submitted, and for other reasons.

July 3, 1989 2:02PM07/03/89 OD2H2820 B ¥44%

#0£91840

HO0O0O0S0

2°“°7 ’Z““j7 CIVIL  $80.00
HTITL  $80.00

CASH  $80.00

CHNG $0.00

X%%Wm 3>A~/L.,-\Q,WL_lzefe,
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Terry Troy




TERRY TKOIY ¥  ALLSTATE ILSvEANCE CO
2819 [VYHoVT ¥ 950 CENTEWMIAL PARE DR

paTonpc, N ¢ SuiTe o0
REJTIN, VA 2209)

GRDER OF COURT

GRPER THIS 0F 1989

THAT THE DECISIBV OF THE (VSURALCE

CoMmissrapes oF MPRYLAVD  y CAIE NO:

/4é7—«‘—//é’? RENDERED an THE (&T77
DAY oF JUNE 1§ HEREBY STAYED,

JUPGE
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