STATE OF OREGON
DEPARTMENT OF CONSUMER AND BUSINESS SERVICES
INSURANCE DIVISION

In the Matter of NORCAL Mutual Insurance ) ORDER
Company. ) Case No. INS 04-02-004

The Director of the Oregon Department of Consumer and Business Services
(director) commenced this administrative proceeding, pursuant to Oregon Revised
Statutes (ORS) 731.482, to determine whether to approve or disapprove NORCAL
Mutual Insurance Company’s (NORCAL) request to withdraw from, or to nonrenew
or cancel all policies, providing a specific line of insurance or class of insurance
business.

Therefore, the director now makes the following decision in this proceeding.

Findings of Fact and Conclusions of Law
Licensing

NORCAL has been licensed in Oregon as an insurer since 10/28/88. NORCAL's
Oregon Insurance Division company number is 2749 and its NAIC identification
number is 33200. NORCAL'’s principal mailing address is in San Francisco,
California.

Medical Professional Liability Insurance for Physicians and Hospitals

NORCAL is authorized to sell medical professional liability insurance to
hospitals and physicians in Oregon. On 1/27/04, the Insurance Division received
from NORCAL a letter dated 1/22/04 requesting permission, pursuant to
ORS 731.482, to discontinue writing all medical professional liability insurance in
Oregon for the following reasons:

1. NORCAL has experienced Oregon loss ratios without development ranging
from 85.3% to 186.5% for the three years 2000-2002. The developed losses and
expenses were provided for the years 2000 to 2003. NORCAL has lost money in
Oregon each year, approximately $2 million for the four-year period. The company

anticipates losing $330,000 more than premiums written in 2003.
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2. In order for NORCAL physician and hospital medical professional liability
rates to be competitive with other Oregon insurers the company would be required
to increase rates by 40- 60 per cent in Oregon depending on physician specialty.
However, the rates would not be actuarially sound. Actuarially sound rates would
require a rate increase of over 200%. A rate increase of this magnitude is
uncompetitive.

Consequently, NORCAL is justified in withdrawing from, or nonrenewing or
canceling all policies, providing medical professional liability insurance to
physicians and hospitals in Oregon.

NORCAL had issued sixteen physician policies in Oregon.

Order

Pursuant to ORS 731.482, NORCAL may withdraw from, or nonrenew or cancel
all policies, providing medical professional liability insurance to physicians and
hospitals in Oregon.

NORCAL shall notify all affected insureds at least 60 days before the effective

date of withdrawing, nonrenewing or canceling any such policies.

Dated February 23, 2004 /s/Cory Streisinger
Cory Streisinger
Director
Department of Consumer and Business Services
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