No. GN2-03156

FARMERS INSURANCE EXCHANGE .
AND FIRE INSURANCE EXCHANGE,

IN THE DISTRICT COURT OF

Plaintiffs,

V. TRAVIS COUNTY, TEXAS

JOSE MONTEMAYOR, INDIVIDUALLY
AND IN HIS CAPACITY AS TEXAS

COMMISSIONER OF INSURANCE, AND
TEXAS DEPARTMENT OF INSURANCE
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Defendants. 353RD JUDICIAL DISTRICT

GILBERTO VILLANUEVA AND MICBAEL PALADINO’S
ORIGINAL PLEA IN INTERVENTION AND
OBJECTIONS OPOSED § EMENT
TO THE HONORABLE JUDGE OF THIS COURT:

Gilberto Villanueva and Michacl Paladino, individually and on behaif of all others similarly
situated, file this Original Plea in Intervention. In support thereof, Gilberto Villanueva and Michael
Paladino respectfully show as follows:

PARTIES

Intervenor Gilberto Villanueva is an individual residing Dimmit County, Texas.

[ntervenor Michacl Paladino is sn individual residing m Kerr County, Texas.

Plaintiffs Farmers Tnsurance Exchange and Fire Insurance Exchange have appeared in this
action. A copy of this Plca will be forwarded to their attorneys of record, M. Scott Incerto, Fulbright
& Jaworski, L.L.P.. 600 Congress Ave,, Suite 2400, Austin, TX 78701 and Laync Kruse, Fulbright

& Jaworski, L.LP., 1301 McKinney, Suite 5100, Houston, Texas 77010-3096, by facsimile and

certificd mail, retumn reccipt requested.



Defendants Jose Montemayor (“Montemayor’™) and the Texas Department of Insurance
(“TDI™) have appeared in this action. A copy of this Ples will be forwarded to their attorney of
record, David C. Mattax, Chicf, Financial Litigation Division of the Office of the Anorney General
of Texas. P.O. Box 12548, Austin, Texas 78711-2548, by facsimile and certified mail, return receipt
requested.

ORIGINAL PLEA ININTERVENTION
A. Intervenors filed suits Against the Farmers Companies.

On or about May 8, 2000, Intervenor Villanueva, for humself and others similarly situated,
initiated an action against Texas Farmers (nsurance Company, Mid-Century Insurance Company ot
Texas, and Farmers Texas County Mutual Insurance Company in Cause No. GNO-01347 in the 53rd
Judicial District Court of Travis County, Texas. Tnthat action, Intervenor Villanueva asserted claims
for damages arising out of, inter alia, the defendants’ violutions of the Texas Insurance Code tn the
placement of automobile insurance in the Statc of Texas.

On or about January 23, 2002, Intervenor Paladino, for himself and others similarly situated,
initiated an action against Mid-Century Insurance Company of Texas, Texas Farmers Insurance
Company, and Farmers Texas County Mutual [nsurance Company in Cause No. GN2-00207 in the
250th Judicial District Court of Travis County, Texas. On that same day, Intervenor Paladimo, for
himself and others similarly situated, also initiated an action against Farmers Insurance Exchange

and Fire Insurance Pxchange in Cause No, GN2-00208 i the 2615t Judicial District Court of Travis
County, Texas. In those actions, Intervenor Palading asserted claims for damages and injuncuve
relief arising out of the defendants’ violations of the Texas Insurance Code in the placement of

automobile and homeowners insurance in the Statc of Texas.
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B. The State of Texas and the Texas Departiment of Insurance Initiate Proceedings
Aoainst the F rs Companies

On or about August 5, 2002, the Office of the Allomey General, on behalf of the State of
Texas and the TDL initated an action against Farmers Group, Inc., Farmers Underwriters
Association. Fire Underwriters Association, Farmers Insurance Exchange, and Fire Insurance
Exchange, in Cause No. GV2-02501 in the 261st Judicial District Court of Travis County, Texas (the
“AG Action”). In the AG Action, the State of Texas and the TDI asserted claims against the
defendants for damages and injunctive relicf arising out of the defendants” viplations of the Texas
Insurance Code in the placement of homeowners insurance m the State of Texas,

On or about August 13, 2002, the TDI presented the Commissioner of Insurance with a
verified application for an ex parre Emergency Cease and Desist Order against Farmers Insurance
Exchange and Fire [nsurance Exchange. In that application, the TDI alleged that Farmers Insurance
Exchange and Fire Insurance Exchange “are or have been engaging in unfair methods of competition
or unfiir or deceptive acts or practices in the business of insurance in Texas by overchareing Texas
policyhalders™ in violation of the Texas Insurance Code.

On that same day, Montemayor issued Cease and Desist Order No. (02-0844 against Farmers
Tnsurance Exchange and Fire Insurance Exchange (the “Ceuse and Desist Order”). In the Cease and
Desist Order. Moatemayor made numerous findings of fact, including but not limited to the
following:

Farmers Insurgnce Exchange and Fire Tnsurance Exchange’ arc . . .
engaging in unfair methods of competition or wnfair or deceptive acts
or practices in the business of insurance in violstion of TEX. INS.

CODE ANN. art. 21.21 §§ 3 and 5 and 28 TEX. ADMIN. CODE §§
21.1-21.5. Such conduct by Farmers Insurance Exchange and Fue

Insurance Exchange is unfair, creates an immediate danger to public
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safety, and is causing or can be reasonably expected to ¢cause public
mjury that is likely to occur at any moment, is incapable of being
repaired or rectified, and has or is likely to have influence or effect

Fire Tnsurancc Exchange is using unfajr rates which unfairly cause its
Texas HO-A policyholders to overpay by more than 50 percent in
violation of TEX. INS. CODE ANN. art. 212] § 3 and 28 TEX.
ADMIN. CODE §§ 21.1-21.5. This includes condominium owners
and tcnants.

Farmers Insurancc Exchange is using unfair rates which unfairly
cause its Texas HQ-A policyholders to overpay by more than 17
percent in violation of TEX. INS. CODE ANN. art.21 .21 § 3 and 28
TEX. ADMIN. CODE §§ 21.1-21.5.

Farmers® own data shows that Farmers is overcharging thousands of
Texas HO-A policyholders, including house owners, condominium
owners and renters. Complaints reccived by TDI demonstrate the
anguish and distress experienced by Texas HO-A policyholders as a
result of Farmers unfair Texas HO-A rates.

Unless [Farmers lnsurance Exchange and Fise Insurance Exchange]
arc immediately ordered to cease and desist, [they] will continue to
engage n unfair methods of competition or unfair acts or practices in
the business of insurance in Texas by overcharging Texas HO-A
policyholders.

On or about August 30, 2002, Farmers Insurance Exchange and Fire Insurance Exchange
brought the present action against Montemayor and TD! appesling from Order No. (02-0844 and also
seeking a declaratory judament.

On or about September 24, 2002, Farmers Insurance Exchange and Fire Insurance Exchange
gave notice to their Texas homeowners insureds that they would not be offering coverage or

rencwimg homeowners insurance policies. Farmers Insurunce Exchange and Fire [psurance

Exchange timed the effective date of such non-renewal action to begin November 11, 2002,
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C. The State of Texas and the Texas Department of Insurance Reach a Settlement in
incinle with the Farmers Companies Which is Inadequate anc Unfair to 1exas

Policyholders

On November 13, 2002, the TD! agreed to extend the effective date of the Cease and Desist
Order for thirty days through December 10, 2002, purportedly o allow an opportunity to negornate
. settlement. In Teturn, Farmers Insurance Exchange and TFire Insurance Exchange purportedly
agreed to continue offering coverage and renewing homeowners insurance policies until December
10. 2002 with a base rate reduction of 6.8% from the rate stwuctare used in the period immediately
prior © November 2002.

On November 30. 2002, the State of Texas, Montemayor, and the Farmers Companics

reached a settlement in principal. As announced to the public, that sertement involved the following

terms:
_____.'_——-—?—w—ﬂﬂ-_—*'___” -
Prospective Consumer Relief: effective 01/01/03 VALUE™=
Rate reduction of 6.8% effective until 09/01/03. = $35,000,000

Adjusted discounts for Credit Scoring/Age of
Home: move Lo indicated discounts and freeze upper
discount range at 47% for credit scare and 40% for age
of home, » Territory relativities adjusted with TDI
approval » Credit Scoring disclosures acceptable to
AG (homeowner and auto

Consumer Restitution: .

Refund or premlum credit for overcharges due to $35,000,000»
unfunded CAT load and management fee for policies

written 12/28/01 through 11/10/02; payable at end of

policy period by premium credit on renewal statement,

premium refund dus within 45 days if policyholder does

not renew with Farmers

Refund or premium credit for overcharges due to $25,000,000%
Improper Credit Scoring/Age of Home discounts

| and territory relativities for policies written beginning

12/28/01; payable at end of policy period by premium

credit on renewal statement, premium refund due

within 45 days if policyholder does not renew with

Farmers

Refunds for incorrect credit scores and payment of | $5,000,000+
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credit reports, for homeowner and auto customers
whose credit scores were incorrect due {0 errors on
credit reports, which they were unable to correct aue o
inadequate notice by Farmers; funds to be transferred
to an escrow account for stated purpose, 1o be
supplemented by Farmers if necessary. Also includes
reimbursement for state's investigative and attorneys’

"If necessary refunds are less than stipulated amount, balance is
payable to the state's General Revenue Fund.

In light of the acts commirted by the Farmers Companics (as evidenced by the findings of the
TDI in the Cease and Desist Order) and the hundreds of millions of dollars in damages the Farmers
Companies have caused Texas policyholders, the proposed sertlement is inadequate and unfayr to
Texas policyholders, including Intervenors Villanueva and Paladino. However, through
Mcmorandum of Understanding (“MOU™) setting forth the terms of the proposed settlement, the
State of Texas, Montemayor and the Farmers Companies attempt o prevent anyong ( including
persons such as Intervenors Villanueva and Paladine who are curtently pursuing claims against the
Farmers Companies as well as consumers who do not currently have counsel and are not parues to
angoing lawsuits) from secking the full amount of damage and penalties owed by the Farmers
Compantes.

For example. the MOU provides that the parties will effectuate 2 “global setticment” through
a “broad form release” which “shall include a release of all exisling, known and unknown_claims,

demands and causes of action against the [Farmers companies), whether pendina or threatened.

suspected or unsuspected, contingent or non-contingent, for all exishing, and unknown

damapes and remedies that arise out of or relate to the scts and/or occurrences™ alleged by the State
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of Taxas and/or Montemayor in the AG Lawsuit, the Cease and Desist Order, and certain other
proceedings.
The MOU also provides that the intent of the settlement 1s:

to the full extent permitted by law to fully resolve all claims against the Farmers
Parties and their affiliates in the homeowners markets in Texas that could be brought
by the State of Texas, the OAG, or the TDI, Montemayer, either individually gr on
behalf of policyholders, including such clams under the Texas Insurance Code, the
Texas Deceptive Trade Practices Act, Fair Credit Reporting Act, common [aw and
the antitrust laws, that arise out of or relate 1o the sues raised in or that could have
been raised in the AG Lawsit, the Ceasc and Desist Order, and [other] Proceedings,
including but not limited to issues concerning or related to the management fee. the
placement of policyholders in a particular insuring entity, the use of Farmers Auto
Risk Assessment, age of home discount, the Unfunded Catastrophe load, the decision
to no longer offer HO-B policies (including HO-Protector Plus, HO-CON-B, HO380
endorsement, TDP-2, TDP-3, DF-Builder’s Risk (collectively referred to herewn as
HO-B)), the offering of HO-A policies in place of HO-B policies, territorial discounts,
credit scoring, the usc of the Farmers Property Risk Asscssment, or the rates that the
Parmers Parlies or their affiliates have charged for homeowners policies and
endarsements and afl notices and statements that the Farmers Parties or thetr affihates
have made or issued in connection with the above, including but not limited 10 the
notices of nonrenewal of the HO-B polices and notices issued pursuant 1o the Fair
Credit Reporting Act as to home and auto insurance.

The MOU further provides that the seulement “contemplates (in addition to the resolution
of claims brought to date by the [Office of the Attarney General], TDI. and Montemayor) the
resolution of all claims that have been mnade or could have hee made by the Exchanges' individual
policvholders in the State of Texas anising out of or relating to issues raised” in the AG Lawsuit, the
Cease and Desist Order, or certain other proceedings.

The procedure by which the Statc of Texas, Moatcmayor, and the Farmers companics intend
10 prevent Texas policyholders, including Intervenors Villanucva and Paladino, from sccking the full
amount of damage and penaltics owed by the Farmers companics is through the creation of a

Settlement Class. Specifically, the MOU contemplates the creanon. of 1 Sertlement Class consisting
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of “all policybnlders wha have clsims, demands. or causcs of actian arising out of or relating 10
issues that were or could have been brought” in the AG Lawsuit, the Cease and Desist Order, and
certain other proceedings and the participation of all such policyholders in a limited Settlement Fund.
The proposed settdement is inadequate und inequitable to Texas policyholders. The
inadequacices and inequities include, but are not limited to:
a, The requirement that the Farmery companies (at best) compensate
policyholders for less than half of the amount they were avercharged

in violation of Texas law,

b. The attempted abolition of claims against the Farmers companies by
certain damaged policybolders with no compensation whatsoever;

C. The waiver of any and all penalties for the Farmers compames’ unfair
and deceptive conduct in violation of Texas law,

d. The failure to immediately compensaie damaged policyholders with
no requirement that the Farmers compames pay interest,

e. The inadequate prospective rate reduction; and

f The placement of improper and illegal restrictions on the ability of the
Texas Commissioner of Insurancc to establish benehmark rates,
including the automobile benchmark rate,

D. [ntervenors Seek to Protect Their Interests and Thosc of Others Similarly Situated

For the reasons set forth above, [ntervenors Villanueva and Paladino file this Plea in
Intcrvention to protact their rights and remedies and those of others similarly situated. As alleged
in the petitions filed by Intervemors in the lawsuits described above, Intervenors are cntitlcd to
damages and injunctive relief arising out of the Parmiers companics’ violations of the Texas
Insurance Code. Intervenors have a justiciable inicrest in the matters at issuc in this ¢asce becausce

the scttlement proposed in the MOU (1) dirccuy impacts and determincs their rights and remedies
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relating to homeowners policies purchased from the Farmers Companies, (2} directly affects the
marnner in which the Commissioner of Insurance can set the automobile benchmark rate in the
fature, and (3) directly affects the permissible amoumt the Farmers companies may charge for
automobile coverage m the future.

TIONS TOPROPOSED SETTLEMENT

Intervenors, on behalf of themselves and all other similarly situated, submit the following list
of objections to the proposed settlernent. This list is not @ comprehensive list of all objcctions, nor
is it a complete recitation of all facts supporting each objcction. Intervenors reserve the right 10
supplement this list with further objections, and to expand, both orally and in writing, on the
objections stated herein. The objections are zs follows:

A. The proposcd settlement is inadequate and inequitable (o Texas policyholders.
The inadequacies and inequities include, but are not Jimmted to:

1) The requirement that the Farmers companies (at best)
compensatc policyholders for less than half of the
amount they were overcharged in violation of Texas
law,

if)  The attempted abolition of claims against the Farmers
corapanies by ccrtain damaged policyholders with no
compensation whatsoever;

i)  The waiver of any and all penalties for the Farmers

companics’ unfair and deceptive conduct in violation
of Texas law;

iv)  The failure to immediately cornpensate damaged
policyholders with no requirement that the Farmers

companies pay mterest,

V) The inadequate prospective rate reduction; and
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vi)  The placement of impraper and illegal restrictions on
the ability of the Texas Commissioner of Insurance to
establish benchmark rates, including the automobile
benchmark rate.

The settlement is not fair because the case bas not been certified as a class
action. and cannot be appropriately maintained as a class action. The fuuness
of any proposed settlement is necessarily dependent upon & threshold finding
that the matter is appropriately maintained as a class action. Northrup v.
Southwestern Bell Telephone Co., 72 S.W.3d 1, 12 (Tex. App.—~Corpus
Christi 200!, no pet). Without a proper ruling on the question of
certification, no settlement can be fair. I ; Southwestern Refining Co.. Inc.
v, Bernal, 22 S.W.3d 425, 439 (Tex.2000).

Assuming this is intended to be vicwed a5 a "settlement ¢lass" the class and
the settlement are both objectionable because of insufficient notice. Both the
U.S. Supreme Court and the Texas Supreme Court have cxpressly cautioned
against allowing the settlement class device 10 collapse the protections tor
vnnamed class members incomporated into the rules, See Amchem Prods., Inc.
v. Windsor, 521 U.S. 591, 617, 117 S.Ct. 2231, 138 L.Ed.2d 689 (1997);
Bloyed v. General Motors Corp., 88) S.W.2d 422, 429 (Tex. 1994). In non-
settlement class cases, the class 15 cerfified prior 1o settlement, and the class
representatives are required by the rules to send out notice to the class. TEX.
R. CIV. P. 42(c)(2). The class members are thereby put on notice that a class
action is pending, and have a clear opportunity te challenge the adequacy of
the named representative by appealiog the class certification or by filing an
intervention. See TEX. REV. CIV. PRAC. & REM. CODE ANN. §§
51.014(a) (interlocutory appeal of class certification); TEX. R. CIV. P. 60
(any party may intervene, subject to a motion to strike). Later, if a settiement
i reached, notice of the settlement given to the class members would,
ostensibly, be the second notice advising class members that their substantive
rights are likely to be affected by the pending class action. This approach,
obviously, better protects the interests of the unnamed class members than the
settienent class approach, Northrup, 72 S.W.3d at 13. Here none of the
members of the potenrial class are protected ut all, snd therefore this
settlement class is objectionable, there has been no adequate notice of the

class certification, seftlement, terms of settlement, or of the hearing on the
settlement.

This scttlement does not pass the smell test. The State of Texas. as the
ostensible represcntative of the class members cannot and has not adequately
protected the interests of the potentiel class members. The timelines and
events occurring throughout the history of this lawsuit raise an inference that
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G.

the parties and their counsel may have colluded with each other in reaching
this settlement. This appears to be a settlement bome out of a desire on the
ane hand to use the homeowners insurance issue to benefit the political
campaigns of certain candidates, while at the same lime protect the insurance
industry from being forced to pay the multi millions of dollars that it 15
obligated to repay its customers, the class members. Where there 15 evidence
of fraud, collusion, or gross unfaimess in the selement, the court should
substirute its judgment for that of the parties and their counsel, and refuse to
approve such a scitlement. Seq, e.g., Bloyed v. General Motors Corp., 881
S.W.2d 422, 429 (Tex. 1994). The Court should permit the parties additional
time to conduct discovery to determine what has occurred 1o result in this
scttlement being reached. If this Court is unwilling to permit the Intervenors
time and leave to conduct discavery 1o obtain evidence of fraud or collusion,
under this heightened Bloved standard which this Court should apply to this
settlement class proposed here, the settlement class must not be approved.

The scttlement is unfair because there was insufficient notice for the heaning
on (his settlement. In fact there has never been any notice to interested
parties regarding this hearing. The lack of notice 1s inadequate to protect the
class, and violates due process of all class members. There has not been
adequate time for the class members to be notified of the existence of the
proposed settlement, consult with counsel or otherwise attempt 10 understand
the mezning and consequences of the scttlement, and to determine whether
or not to intervene and object. Morcover, there has not been adequate ume
for intervening and objecting parties to accumulate the evidence that can bext
prove how inadequate, improper and unfair this proposed settlement 5.

As indicated in the Memorandum of Understanding, the parties to this suit
purport to use this inadequate, unjust and facially defecuve settiement class
nrocceding to defeat the rights of thousands of Texans to pursue many claims
against the Defendants herein that are not even subject of this Jawsuit. The
settlement would eradicate essentially any possible or potential claim that
could arise out of & consumer engaging in business with the Defendants, and
as, such, this settlement is far wo broad. It seeks 10 disenfranchise and defeat
the claims of thousands, without clearly saying so, and providing only a
pittance as remuncration comparcd to the damages suffered by the class
membets.

The settlement class is also objectionable because there arc far roo many
different varieties of class members lumped together in one class-including

homeowners insurance and aute insurance, but not identifying specifically
which claims for each arc covered, how the damages can or Wwill be
apportioncd 1o cach type of claimant, and providing scillement damages that
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are exceedingly small, and wholly inadequate to rectify the damages and
injuries suffered by the consumers harmed by the Defendants.

The settlement is objcctionable becausc it is unfair, unreasonable and
inadequate under the circumstances because the measure and determination
of the amount of an award 13 inadequate.

The settlement is objectionable because it is unfair, unteasonable and
inadequatc under the circumstances because the value of the award of
damages is insignificant.

The settlement is unfair unreasonsble and inadequate because it appears to be
the product of collusion.

The setllement is unfair unreasonable and inadequate because the notice
given was improper, inadequate and vielated due process. No attempt was
made to give notice to the individual proposcd class membetrs. and the notice
period provided in general was itself extremely limited, providing almost no
time at all for intervention and objection. A notice that does not mecct the
requirements of Texas Rule of Civil Procedure 42 violates due process and
fails to provide a meaningfl right o be heard.

The settlerent is unfair unrcasonablc and inadequate because the release 13
ambiguous and overbroad.

The settlement is unfair unreasonable and inadequate because the proposed
"blow" provision is contrary to law and inadequate as it i not truly a "hlow"
provision, but allows the class settlement to stay intact regardless of how
many opt-outs there are-whether two percent or 100 percent.

The settlement, despite its overrcaching natre, is proposed as an “opt-out”
class versus an “opt-in” class. The opt-in class would better protect the
conswmers in the State of Texas. The State has an obligation to protect the
consumers from unwittingly having their rights taken away. If the Statc will
not stand for the consumer. the Court wmust, The best way to protect the
consumer is an opt-in class. This gives the consumer the ultimate power to
decide if the consumer likes the way the State has handled the matter.

The settlement proposes 3 global release of all claims, known and unknown.
The amount of money 1o be paid is inadequate to support a global release. in
class actions, the Court should review the amount paid to see if it could cven
support the rclcase. The Farmers parties should not get 2 global release of
claims known and unknown for such litle compensation, The Court should
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only approve a specific, delincated release that only requires a release of those
issues for which compensation is actually paid.

P, The settlement contains a release for any auto policyholders. The auto
defondants in the Villanueve action were nat even defendants in the either
lawsuit involving the State. The State never looked at or investigaied the auto
issucs. Regardless, the Farmers entities included the auto msurers i the
settlement by including the Villanueva aute defendants (Mid-Century
nsurance Company, Mid-Century Insurance Company of Texas. Texas
Farmers Insurance Company, and Farmers Texas County Mutual Insurance
Company) as "Afflliates" in Para. |, Globa!l Settlement, of the MOU. While
never addrcssing auto claims divectly, the acts complained of in Vil/anueva
are slipped into the laundry list of released items (mynagement fee, placement
of policy holders in 2 particular insuring entity, the usc of Farmers Auto Risk
Assessment, credit scoring, nolices issued pursuant to the Fair Credit
Reporting Act as 1 home and auto insummce) in Para. 3(iii) of the MOU.
Finglly, despite never directly addressing or investigating it, the entire MOU
contemplates a full release of all auto policyholders claims in cxchange for
payment only under Para. 5(d) (FCRA Adjustment Fund), with a total pool
of $3.000.000 allocated. When Intervenors revicwed the numbers, violations
in for auto policyholders alone (without $25,000 pensity) could exceed
$50,000,000. In exchange for a toral release of all claims, Farmers agrees to
a toral of $3.000.000, but only to be paid for FCRA violations. This 1s too
lime compensation to support a global release. Auto policyholder issues
should not be anywhere addressed in the MQU because the State never dealt
with it.

Q. The settlement should not require the State to change its administrative
practices on how the State views and calculates management fees, and how
much of a reduction in rutes it will require. Such a scttlement penmts the
Farmers Companies to achieve an insurance coup which benefits all insurers
to the deiriment of consumers. By violating the laws of the State of Texas,
the Farmers Companies were able to extract concessions from the State which
would not otherwise be obtaincd. Rewarding wrongdoerns Is contrary to
public policy and cannot be tolcrated, particularly given the consumer issues
involved.

WHEREFORE, Intervenors Gilberta Villanueva and Michac) Paladina pray that they be given

the apportunity to appear in this action; to assert claims and causes of action for damages and

injunctive relief arising out of the Farmers companies’ violations of the Texas Insurance Code; to
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oppose any certification of a Settlement Class a5 proposed in the MOU and assert objections thereto;

to oppose the entry of the Judgment proposed in the MQU:; and to seek all other relief both af law

and m equity to which they, on behalf of themselves and all others similarly situated, are entitled.

Respectfully submitted,

DAVIS & DAVIS ..,
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John A. Davis, Jr.

State Bar No. 05512300
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State Bar No. 00789947
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Houston, Texas 77057
713-781-5200 (phone)
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Partnership

Joe W, Redden, Jr,
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W. Curt Webb

State Bar No. 21035900

1221 McKinney Street, Suite 4500
Houston, Texas 77010-2010
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BURROW & PARROTT, LLP

David Burrow

State Bar No. 03468000
Alice Parrot

Suate Bar No. 20210800
1301 McKinney, Suite 5300
Houston, Texas 77010-3092
713-222-6333 (phonc)
713-650-6333 (fax)

MALONEY, JEFFERSON & DUGAS

Pat Maloney, lt.

State Bar No. 12887300
The Masloncy Bldg.

239 East Commercee Street
San Antonio, Texas 78205
210-226-8888 (phone)
210-222-8477 (fax)

MALONLEY, JEFFERSON & DUGAS

Dwight Jefferson

State Bar No. 10605600

12 Greenway Plaza, Suite 1520
Houston, Texas 77046
713.993-0399 (phone)
713-993-0553 (fax)

MARTIN & CUKJATI, L.L.P.

Curt L. Cukjati

State Bar No. 05107540
Trey Martin

Statc Bar No. 13108200
Conry Davidson

State Bar No. 00793586
333 Convent Street

San Antonio, Texas 78205
210-223-2627 (phone)
210-223-5052 (fax)
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SKEPNEK LAW FIRM, P.A.

William J. Skepnek

State Bar No. 00790054 (Texas)
900 Massachusetts, Suite 601
Lawrencc, Kansas 66044
785-331-0300 (phone)
785-331-0303 (fax)

ILAW OFFICES OF STEVEN M.
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Steven M. Smoot
State Bar. No. 18774300

5847 San Felipe, Suite 3275
Houston, Texas 77057
713-266-1113 (phone)
713-781-2235 (fax)
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CERTIFICATE OF SERVICE

| hereby certify that on this 11th day of December, 2002, 2 true and carrect copy of the
foregoing document has been served upon the parties below by facsimile and certified mail/RRR:

David G. Mattax

Division Chief Financial Litigation Division
Office of the Attorney General

P.O. Box 12548

Austn, Texas 78711-2548

Fax (512)477-2348

M. Scott Incerto

Fulbright & Jaworski, L.L.P.
600 Congress Ave.

Suite 2400

Austin, TX 78701

Fax (512) 536-455%

Layne Kruse
Fulbright & Jaworski, L.L.P.
1301 McKinney, Suite 5100

Houston, Texas 77010-3096
Fax (713) 651-5246 == T A e e
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