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In the Matter of the

HEARING ON APPLICATION FOR ACQUISITION OF CONTROL

BEFORE THE STATE OF WASHINGTON
OFFICE OF THE INSURANCE COMMISSIONER

NO. G11-0074

Proposed Acquisition of Control of:

CONTRACTORS BONDING AND

domiciled Property and Casualty Insurer, by
RLI INSURANCE COMPANY, an
Illinois-domiciled Insurer

)
)
)
INSURANCE COMPANY, a Washington- )
)
)
)
)

Date:

A.

April 20, 2011
Time: 1:00 p.m.

PROPOSED TESTIMONY OF ROBERT KIRKPATRICK ELAND

Introduction
1. Q: Please state your full name, business address and by whom you are
employed,

A: My name is Robert Kirkpatrick Eland. My business address is 1213
Valley Street, Seattle, Washington 98109. 1 am employed by Contractors
Bonding and Insurance Company, a Washington-domiciled insurance company,
which I wilt refer to as “CBIC”.

Q: Please identify your title ox position with CBIC,

A I am a director and the Chief Financial Officer, Co-Chief Operations
Officer and Secretary of CBIC.

Q: Do you currently hold any title or position with any other entities?

A: Yes. 1 am a director and the Chief Financial Officer, Secretary and
Assistant Treasurer of Data and Staff Service Co., which is the parent company of
CBIC. In addition, I am a director and the Secretary of several subsidiaries of
Data and Staff Service Co. other than CBIC.

Q: Please tell us your purpose for being here today.



A I am here to testify on behalf of CBIC in connection with the proposed
acquisition of control of CBIC by RLI Insurance Company. I will refer to RLI
Insurance Company as “RLI”.

5. Q: Have you been authorized by CBIC to speak on its behalf at this

hearing?
A Yes, [ have been so authorized.
6. Q: Please describe your educational background.
A I earned a Bachelor of Arfs in Business Administration from the

University of Washington.
7. Q: How long have you been employed by CBIC?

Al I began working for CBIC in 1986 and have remained employed by CBIC
since that time.

8. Q: Please describe your employment background prior to your
employment with CBIC.

A: Prior to joining CBIC, I was the General Manager of Northwest Christian
Publications, the Assistant Controller at Winmar Co., and a Senior Auditor at
Deloitte Haskins and Sells (now Deloitte LLP).

The Proposed Acquisition and the Form A

1. Q: Please briefly deseribe CBIC and its business.

A: CBIC is a privately-held property and casuvalty insurance company
domiciled in the State of Washington and operates from 13 regional branch
offices. CBIC specializes in surety products and niche property and casualty
insurance products, is licensed in all 50 states for surety products and 46 states for

property and casvalty insurance products and is rated A (Excellent) by A.M. Best
Company.

2. Q: Are you familiar with the proposed transaction under which RLI
would acquire control of CBIC?

A Yes, I am familiar with the proposed transaction. I participated in the
negotiation of the proposed transaction.

3. Q: Please describe the process undertaken by CBIC that resulted in the
agreement to sell CBIC to RLI.

A: During the last quarter of 2009, Donald Sitkin, the primary shareholder of
CBIC’s parent company, began to consider selling CBIC to ensure CBIC’s



continued stability and long term viability. As a relatively small private company,
CBIC faces pressures from policyholders, agents and rating agencies, as well as
larger competitors with greater economies of scale. The pressures on CBIC’s
expense ratios have been particularly heightened in light of the current economic
conditions, as CBIC has seen a reduction in premium volume due to the downturn
in the residential construction industry. Mr. Sirkin discussed his concerns with
Robert Ogle, who is another director and officer of CBIC and CBIC’s parent
company, and me and made the decision that CBIC would benefit from being a
part of a larger and more diversified insurance enterprise that would afford CBIC
greater economies of scale and efficiency. Mr. Sirkin then engaged Sidley Austin
LLP to assist in exploring a potential sale of CBIC. During the first quarter of
2010, CBIC engaged in discussions with a number of potential buyers regarding
the sale of CBIC. Based on a number of factors, including RLI’s financial
strength, RLI’s complementary corporate culture and business practices and the
potential for a successful transaction, Mr. Sirkin ultimately decided to move
forward with negotiations with RLI, which culminated in the execution of the
Stock Purchase Agreement that is the subject of RLI’s Form A Statement on
December 22, 2010.

Q: Did RLI provide a copy of the Form A Statement relating to the
proposed acquisition to CBIC?

A Yes,

Q: Have you reviewed the Form A Statement and are youn generally
familiar with its contents?

A Yes.
Q: Is CBIC satisfied with the terms of the proposed acquisition?

A Yes. The terms of the proposed acquisition were negotiated on an arms-
length basis, and CBIC considers the transaction to be in the best interests of itself
and its policyholders.

Q: Has CBIC made any other regulatory filings in connection with the
proposed acquisition?

A Yes, CBIC filed a Form D Statement with the Commissioner relating to
the Employee Lease Agreement that will be entered into at closing between CBIC
and an affiliate of Mr. Sirkin, CBIC received a non-disapproval letter from the
Commissioner with respect to such Form D Statement on March 25, 2011, which
is contingent on the closing of the proposed acquisition. CBIC also filed a notice
of the proposed change of control of CBIC with the Surety Bond Branch of the
United States Department of Treasury on January 7, 2011. Finally, Mr. Sirkin
filed a Pre-Merger Notification with the Federal Trade Commission pursuant to
the Hart-Scott-Rodino Act. The Federal Trade Commission did not propose to



restrain or limit the proposed acquisition and notified Mr. Sirkin that the waiting
period with respect to the proposed acquisition expired on February 7, 2011.

In addition, at the closing CBIC will transfer certain assets, including its interest
in CBIC’s home office building, to an affiliate of Mz. Sirkin and will enter into a
Lease Agreement whereby CBIC will rent a portion of the space in the home
office building from such affiliate of Mr. Sirkin. The consideration for the
transfer of such assets and the lease of the home office building was determined
based on current market values, and an independent appraisal was obtained to
determine the current market value of the home office building. CBIC was not
required to file a Form D with respect to either transaction because the
consideration for each transaction falls below the statutorily prescribed thresholds,

8. Q: Has CBIC or any individual associated therewith received any
objections or concerns relative to the proposed acquisition?

A To my knowledge, neither CBIC nor any individual associated with CBIC
has received any objections or concerns relative to the proposed acquisition.

C. Effect of the Proposed Acquisition

1. Q: How will the proposed acquisition affect CBIC and its policyholders?

A: I understand that RLI has no immediate plans to implement any material
changes to the operations of CBIC following the closing of the proposed
acquisition and that CBIC will continue to operate in all material respects as it
currently operates. In addition, with the exception of Mr. Sirkin, who will not
remain with CBIC following the closing of the proposed acquisition, management
of CBIC’s day-to-day operations will remain substantially the same, On the
closing date, RLI will enter into employment agreements with Mr. Ogle and me to
ensure continuity of management and operations of CBIC following the closing, T
understand RLI intends to blend the operations of CBIC with and into the
operations of RLI over time and, in the longer term, combine overall product
management under one business leader at RLI

In addition, RLI’s robust operational infrastructure, greater financial resources
and greater economies of scale should serve to enhance CBIC’s financial stability
and benefit its policyholders. Becoming a part of a financially strong, well-
capitalized and highly-rated insurance group such as RLI will ensure the future
long-term viability of CBIC. I also expect that RLI’s geographic footprint will
allow CBIC to access markets that have not historically been targeted by CBIC
and will provide CBIC with numerous growth opportunities.

2. Q: How will the proposed acquisition affect the employees of CBIC?
A CBIC’s employees are looking forward to the opportunity to join the RLI

organization. I expect a relatively seamless transition from the CBIC employee
benefit plans to the RLI employee benefit plans. In connection with the proposed

4



acquisition, each employee of CBIC will be paid a transaction bonus on the
closing date that is generally equal to one year of such employee’s base salary or
wages, and each employee of CBIC will generally be paid an additional
transaction bonus in the same amount one year following the closing. In addition,
any employees who are terminated without cause prior to the one year anniversary
of the closing will receive an enhanced severance payment.

Q: Do you believe that the proposed acquisition will benefit the public
interest?

A: Yes, I believe that the transaction is in the interest of the State of
Washington and will benefit the public. The proposed acquisition will allow
CBIC to benefit from the strong financial position and access to financial
resources associated with being a member of the RLI insurance group.

D. Statutory Criteria

1.

Q: The Washington Insurance Code sets forth six criteria for the
Commissioner to consider in evaluating the acquisition of control of a
Washington domestic insurance company. At this time, 1 am going to ask
you a few questions relating to those criteria.

Subsequent to the acquisition of control of CBIC by RLI, would CBIC be
able to satisfy the requirements for the issuance of a license to write the lines
of business for which it is presently licensed?

A I am not aware of the existence of any facts or conditions that would result
in the failure of CBIC to satisfy the requirements for the issuance of a license to
write the lines of business for which it is presently licensed following the
proposed acquisition,

O Mr. Kennedy previously testified as to whether the effect of the
acquisition of control of CBIC by RLI would be substantially to lessen
competition in insurance in the State of Washington or tend to create a
monopoly therein. Please confirm the CBIC sales figures and market share
data for 2009.

A CBIC wrote a total of $7,131,000 of surety business in the State of
Washington in 2009, which represents a 5.19% share of the surety market in the
State of Washington in 2009.

Q: To your knowledge, is the financial condition of RLI such that it
might jeopardize the financial stability of CBIC, or prejudice the interests of
its policyholders?

A: No. Given RLI’s A+ rating by A.M. Best Company and A+ rating by
Standard and Poor’s, I expect the financial stability of CBIC to be enhanced and



E.

1.

the interests of its policyholders to benefit as a result of CBIC becoming a part of
the RLI organization.

Q: Are you aware of any plans or proposals that RLI has to liquidate
CBIC, sell its assets, consolidate or merge it with any person, or make any
other material change in its business or corporate structure or management,
which would be unfair and unreasonable to policyholders of CBIC or not in
the public interest?

A No, I am not aware of any such plans or proposals that would be unfair
and unreasonable to CBIC’s policyholders or adverse to the public interest.

Q: Do you have any reason to believe that the competence, experience
and integrity of those persons who would control the operation of CBIC
following the proposed acquisition is such that it would not be in the interest
of policyholders of CBIC and of the public to permit the proposed
acquisition?

A No, CBIC has had opportunities to meet with RLI’s senior management
during the last several months and, based on their success at RLI, CBIC is
comfortable with the competence, experience and integrity of RLI’s senior
management.

Q: Is there anything about the proposed acquisition that is likely to be
hazardous or prejudicial to the insurance-buying public?

A: Not that I am aware of. As I mentioned before, I expect that CBIC’s
financial stability and ability to service policyholders will benefit from becoming
a part of the RLI insurance group.

Conclusion

Q: Have you heard the testimony of Mr. Stone and Mr. Kennedy?

Yes.

Do you disagree with any of the statements made by these gentlemen?

No.

Is there anything else that you would like to add?

R T e Z

I would just like to thank the Office of the Insurance Commissioner for the
opportumty to testify here today and reiterate that CBIC supports the proposed
acquisition and strongly believes that the proposed acquisition is in the interests of
CBIC and its policyholders.



The above testimony is true, correct and complete to the best of my knowledge and is
given subject to the laws of perjury in the State of Washington.

Name: Robert Kirkpatrick Eland

Title: Director, Chief Financial Officer and Secretary

Signature: M““
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BEFORE THE STATE OF WASHINGTON
OFFICE OF INSURANCE COMMISSIONER

In the Matter of the Proposed Acquisition NO. 11-0074
and Control of:

: DECLARATION OF
CONTRACTORS BONDING & RONALD J. PASTUCH
INSURANCE COMPANY, a ‘
Washington-domiciled Property and
Casualty Insurer,

by

Mlinois-domiciled ingurer

the Applicant.

Ronald J. Pastuch, under penallty of perjury under the laws of the State of Washington,
declares as follows:

1. [ am the Holding Company Manager in the Company Supervision Division of
the Washington State Office of Insurance Commissioner (“OIC”). 1 am over the age of
eighteen years old and | am competent to testify in this matter. I make this Declaration based

upon my personal knowledge.
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2. I am also a graduate of Pacific Lutheran University, where I earned a Bachelor
of Arts Degree in Business Administration in 1988. I was certificated as a CPA in 1993, and
received my CPA license in 2003. |

3. After graduation, I worked for the Washington Department of Veterans Affairs
from 1980 to 1987 in accounting and human resource positions. In 1987, I joined the OIC as
an accountant, a position [ held until 1991. From 1991 to 1993, I served as a field Insuliance
Examiner with the OIC. From 1993 to 2006, I served as a Financial Analyst in the OIC’s
Company Supervision Division, a position I held in various levels. |

4, On February 16, 2006, I was appointed as the Holding Company Manager in
the OIC’s Company Supervision Division. As the Holding Company Manager, my primary
duties consist of reviewing and approving holding company tranéactions, which include the
reviews and recommendations of QIC’s position on proposed requests for insurance company
acquisitions and mergers, including disclaimers of control.

s, On ﬁecember 22, 2010, RLI Insurance Company (“the Applicant”) filed a
Form A Statement for the approval of the acquisition of control of Contractors Bonding &
Insurance Company (“CBIC”). CBIC is a Washington-domiciled stock property and casualty
insurer incorporated on September 24, 1979, and began writing business on October 9, 1979.
The Applicant .is an [llinois-domiciled stock property and casualty insurer incorporated on
June 4, 1959, and based in Peoria, IL. The Applicant is licensed to do business in Washington
State. The Applicant is a wholly-owned subsidiary of RLI Corporation, an Illinois corporation
which is publicly traded on the New York Stock Exchange. -

6. In this Form A Statement, the Applicant proposes tor acquire all issued and
outstanding stock of Data & Staff Service Company, Inc. (“Data & Staff”), a Washington
stock corporation that is directly owned through approximately 96 percent of Data & Staff’s
voling securities by Mr. Donald‘ Sirkin. Data & Staff directly owns and controls CBIC and

other Data & Staff non-insurer subsidiaries. The Applicant, Data & Staff, and Mr. Sirkin

DECLARATION OF RONALD J. PASTUCH - PAGE 2




10

11

12

13

14

15

16

17

18

19

20

21

22

23

entered iilto a stock purchase agreement dated December 22, 2010, to acquire all issued and
outstanding shares of Data & Staff common stock for an original aggregate cash purchase
price of one hundred thirty-seven million two hundred thousand dollars {($137,200,000.00).
The purchase price includes all holders of Data & -Staff common shares including shares
issued land outstanding held by Data & Staff Service Co. Employee Stock Ownership Plan as
of the date of closing. The cash transaction is not subject to financing contingencies..

7. In addition to the closing consideration, all Data & Staff common sharcholders
will be entitled to receive their consideration based on certain adjustments described in the
Stock Purchase Agreement listed in the Form A Statement.

8. As part of the proposed transactidn, CBIC and PJ6, Inc., a company owned by
Mr. Sirkin, would enter into an employee leasing agreement whereby certain current
employees of CBIC would perform services on behalf of PJ6. CBIC filed a Form D filing
with the proposed employee leasing agreement on January 12, 2011. On March 25, 2011, the
Commissioner had not disapproved that Form D filing contingent upon the approval of this
Form A at such hearing. On April 15, 2011, the OIC amended its March 25, 2011 letter
correcting the actual date of receipt of that Form D filing.

9. The Applicant also submitted biographical affidavits for the following
individuals who would directly operate CBIC as a director and/or executive officer afler the
closing of the proposed transaction. Those individuals are: Messrs. Jonathan Michael,
Michael Stone, Joseph Dondanville, and Craig Kliethermes, all currently with RLI; and also
Kirk Eland and Robert Ogle, all currently with CBIC. Other RLI employees. were listed as
proposed officers of CBIC.

10.  OnJanuary 19, 2011, the OIC sent a deficiency letter and requested additional

information regarding the Form A Statement.
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11.  On February 4, 2011 and February 11, 2011, the Applicant responded to the
QOIC deficiency letter with the requested information. The Applicant also provided requested
information regarding the proposed directors and/or officers in its February 11, 2011 letter.

12. On February 10, 2011, State Street Corporation filed a disclaimer of affiliation
and control statement of RLI Corporation that State Street Corporation and its subsidiaries
reportedly held approximately 2.0 million shares of common stock of RLI Corporation, which
represented 9.4 percent of the voting securities of RLI Corporation. A certain subsidiary of
State Street Corporation is the trustee of the RLI Corp Employee Stock Ownership Plan that is
the record holder of common stock beneficially owned by the participants in that ESOP.

13, On Feﬁmary 18,2011, the Applicant provided an executive summary of the
proposed transaction described in this Form A Statement.

14, On March 4, 2011, the Applicant provided a revised and updated disclaimer of
affiliation and confrol statement from its February 10, 2011, statement. In this revised
statement, State Street Corporation reportedly held approximately 2.0 million shares of
common stock of RLI Corporation, which represented 9.7 percent of the voting securities of
RII Corporation.

15. On March 18, 2011, the OIC received the final portion of requested
information from its January 19, 2011, deficiency letter that a third-party firm verified the
proposed directors / executive officers information Il)rovided in their affidavits.

16. On March 29, 2011, the OIC sent a letter to the Chief Hearing Officer
regarding this Form A Statement as being complete and requesting a hearing to decide on
such matter.

17. On April 14, 2011, the Applicant submitted an Amendment to the Form A
Statement with information regarding an amendment to such stock purchase agreement. The
original purchase price was adjusted to an agreed purchase price of one hundred thirty-five

million nine hundred thousand three hundred and eighty dollars ($135,900,380). There were
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other revisions as described to ther proposed CBIC/PJ6 employee lease agreement, other
agreements and schedules.r |
18. I have reviewed and analyzed these submiftals. My analysis was performed

under the criteria set forth in RCW 48.31B.015(4). From my analysis, |

a. The domestic insurer would be able to satisfy the requirements for the
issuance of a license to write its current lines of business for which it is presently licensed.
CBIC 1s presently licensed to write general casualty, marine and transportation, property,
surety, and vehicle lines of business. CBIC’s minimum capital and sﬁrplus as of the date of
this Declaration is $550,000 in capital stock and $550,000 in additional surplus for a total of
one million one hundred thousand dollars ($1,100,000) according to the “grandfathering”
provisions in RCW 48.,05,340(3). However, also according to RCW 48.05.340(3), a domestic
insurer that is acquired must, immediately after completion of an acquisition, meet the capital
and surplus requiremeﬁts of subsection (1) of this section and may not return to the capital
and surplus requirements existing before June 9, 1994. According to RCW 48.05.340(1),
CBIC’s capital stock would be restated to a new muinimum capital level at $3.0 million and
additional surplus level at $3.0 million for a minimum total of $6.0 million after the
acquisition. As of the latest financial statement filed with the OIC, CBIC’s total capital and
sufplus was reported at $111.9 million as of December 31, 2010, Also, CBIC’s latest risk-
based capital ratio exceeded its company action level as defined under RCW 48.05.430 and
RCW 48.04.440. Since CBIC’s current capital stock would be required to maintain at a new
minimum capital requirements with the current authorized lines of business as prescribed by
RCW 48.05.340(3), and CBIC’s capital stock would be below the required minimum capital
requirement of RCW 48.05.340(1), then CBIC must increase its common stock to $3.0
million from $2.5 million. |

b. The effect of the proposed acquisition of control would not lessen

competition in this state or tend to create a monopoly therein. A market analysis was
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performed on the domestic tnsurer’s direct writings and the Applicant and its related insurers’
direct writings in the Washington P&C market, The Applicant and one of iis indirect
subsidiaries are licensed and have market presence in Washington State. Omne of the
Applicant’s subsidianes, namely Mt. Hawley Insurance Company, is not licensed in
Washington State but does write surplus lines in 50 states including Washington State, the
District of Columbia, US Virgin Islands, and Canada. A second subsidiary, namely RLI
Indemnity Company, is licensed and has market presence in 49 states including Washington
State and District of Columbia.

The Applicant reported that the acquisition would not establish a prima facie
evidence of a violation of the competitive standards for property, casualty and surety
insurance markets in Washington State. The Applicant provided its evidence of the
information rélating to the 2009 Washington business market. The Applicant reported that
one line of business, namely surety, indicated that line was not highly concentrated and the
combined market share that WOU.]Ci result from the proposed acquisition would not exceed the
threshold of that standard.

The OIC analyzed the competitive standard for the surety market in
Washington State is not highly concentrated and the involved insurers pdssess based on the
following shares of the market: |

Insurer A — 5 percent - Insufer B — 5 percent
Tﬁe OIC performed this analysis of tﬁe surety market in Washington State during the previous

ﬁve;year period which resulted as the following;
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Surety Market of Licensed Insurers in Washington State

Year CBIC RLI Group Total
2010 5.017% 2.332% 7.349%
2009 5.190% 2.027% 7.217%
2008 5.403% 1.168% 6.571%
2007 5.372% 0.897% 6.268%
2006 5.907% 1.104% 7.010%

The OIC analysis provides that there i§ no evidence of the violation of the
competitive standard according the table described in RCW 48.31B.015(4)(i) or no evidence
according to the five-year trend test described in RCW 48.31B.015(4)(ii). We performed our
tests based on licensed insurers and also insurers doing business in Washington on a business
written basis. Our conclusion is there is no evidence indicating a violation of the competitive
standard set forth in RCW 48.31B.020(4).

c. The financial condition of the Applicant appears that it would not jeopardize
the financial stability of the domestic insurer or prejudice its policyholders® interest. The
Applicant’s latest financial statement filed with this Application reported its assets at $1.4
billion and its surplus at $784 million as of December 31, 2009. The Applicant’s latest
financial statement filed with the NAIC reported its assets at $1.4 billion and its surplus at
$732 million as of December 31, 2010. The Applicant’s AM Best rating is A+ (Superior) and
has maintained that rating from 2005 to 2010. Based on these facts, the financial condition of
the Applicant would not jeopardize the financial stability of CBIC or prejudice its
policyholders’ interest.

d. We are not aware of any plans or proposals by the Applicant to quuidaté the
domestic insurer, sell its assets, consolidate, or merge it with any person, or make any other

material changes in its business, corporate structure, or management that are unfair and
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unreasonable to the domestic insurer’s policyholders and not in the public interest. The
Applicant intends that CBIC will continue conducting its business and operations
substantially as presently conducted with the exception of Mr. Sirkin would not remain with
CBIC or Data & Staff. The Applicant has no current plans to change the name of CBIC or
relocate its home office or its corporate records.

e. We verified the competence, experience and integrity of those persons who
would control the operation of the domestic insurer with federal, state, and local officials
through a third party verification firm. These checks showed no records found by these
officials. We also had the crimiﬁal backgfound verified of thosé named individuals who
would directly control the operations of CBIC and Data & Staff. As to the other background
checks, we did not detect any representation that would question the integrity of those
individuals listed in the Form A Statement.

f. We are not aware that the acquisition is likely to be hazardous or prejudicial
to the insurance-buying public. CBIC may likely see an improved AM Best rating by virtue
of its direct relationship with the Applicant. CBIC would continue to operate as it is currently

conducting its business and operations within the new organization. At least two of CBIC’s

existing executive officers are to remain and operate the company. CBIC would have a

rencwed vision with a similar purpose as the Applicant that would benefit from a financially
stable parent company within the commercial market. |

19.  According to this analysis and review of the subject Form A Statement and its
attachments, we recommend to the prgsiding officer to approve the acquisition of CBIC by the
Applicant contingent upon the CBIC commitment to increase its common stock to $3.0
million from $2.5 million to meet the minimum capital requirement according to
RCW 48.05.340(1).

20.  From a procedural standpoint, the OIC requires that notice of this proposed

acquisition be given to the public via the Internet (on the OIC’s website). On April 6, 2011,
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OIC posted a notice on the Insurance Commissioner’s website concerning the proposed sale
of CBIC and information about the OIC’s review process, a true and correct copy of which is
attached hereto as Exhibit “A”. Sﬁch notice included information regarding the hearing, via
the Notice of Hearing and announcement posfed on the OIC’s website on April 6, 2011, a true
and correct copy of which is attached hereto as Exhibit “B-1”, That notice informs the public
of the April 20, 2011, hearing and the nature of the hearing. That notice has remained on the
OIC’s website since April 6, 2011, and will remain posted on the website through the date of
the hearing,

21.  The Notice of Hearing informs and advises all interested parties that any
individual or entity is permitted to submit comments on, or objections to, this proposed
acquisition. The Notice of Hearing states that any questions or concerns should be directed to
the OIC’s Chjef Hearing Officer.

22.  As of the date of this Declaration, we received phone inquiries from CBIC, the
Applicant and their attorneys. Other than those phone inquiries, I personally have not
received any comments, questions, or objections th_rough letter, correspondence, email, or
phone, nor am I aware of any comments, questions, or objections having been received by the

OIC’s Chief Hearing Officer.

SIGNED this 15th day of April, 2011.

brin) D

Ronald 9. Pastuch
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2011 Public notices

April 2011

Hearing set for acquisition of Contractors Bonding & Insurance Company - 4/5/2011
February 2011

Hearing set for redomestication of National Merit - 2/10/2011

Hearing set for redomestication of Unigard companies - 2/7/2011

2010 public notices

December 2010
Hearing set for acquisition of Columbia United Providers - 12/20/2010
August 2010

PeaceHealth has applied to acquire Columbia United Providers and its parent company, Southwest Washington Health
Systems - 9/14/2010

June 2010
Hearing set for merger of Pacific Northwest Title Insurance Company - 6/15/2010
May 2010

Pacific Northwest Title has applied to marge with its parent company, First American Title - 5/6/2010

Teli a friend |

http://www.insurance. wa.gov/news/notices/index.shtml 4/6/2011
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4/05/2011
Hearing set for acquisition of Contractors Bonding & Insurance Company

Olympia, Wash.-— A hearing on the acquisition of Gontractors Bonding & Insurance Company has been scheduled for
Aprl 20 at 1 p.m. in Tumwater, Washington. Mote information

Tell a friend |

http://www .insurance. wa.gov/news/motices/Contractors-Bonding-Insurance-Company.shtml ~ 4/6/2011
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| R EXHIBIT “B-1”

Contractors’ Bonding & Insurance acquisition

The Office of the Insurance Commissioner received a request from RLI Insurance Company for a proposed acquisition of
control of Confractors’ Bonding & Insurance Company (“CBIC") and its parent company, Data and Staff Service
Company ("D8SC"},

RLI Insurance Company is a wholly-owned insurer of RLI1 Corporation, a publicly-held corporation on the New York Stock -
Exchange and headquartered in Peoria, lllinois. CBIC is a privately-held insurer wholly-owned by DSSC. DSSC's
common stock is approximately 96 percent held by Donald Sirkin, DSSC remaining owners are DSSC / CBIC employees
through its employee stock ownership plan.

If approved, RLI Insurance Company and RLI Corporation would become the controlling person of DSSC and CBIC.

History of the process

Woe received the application for acquisition of control in late December 2010. The review of the application'was
completed in March 20141,

An adjudicative hearing will be held at our Tumwater office (o hear testimony and comments regarding the proposed
acquisition. The hearing is set for April 20, 2011 at 1 pm.

What we look at

In all proposed sales, the companies must file an application (Form A) that details:
= Financial information for both companies;

s Who will operate the health carrier at the highest levels;

a Their business pfan for the health carrier; and

= How the market competition would be impacted.

Evaiuation criteria
Under state law, the commissioner must approve the deal unless:

a It would substantially lessen competition or create a monopoly;
a The buyer's plans are unfair and unreasonabie to the policyholders of the health carrier;
a The buyer's isn't competent, heonest, or financiaily sound enough to run a health carrier; or

= It is in some way “hazardous or prejudicial to the insurance-buying public®.

Quastions?
Please contact our holding company manager, Ron Pastuch, at 360-725-7211.

http://www.insurance.wa.gov/companies/salesmergers/CBIC.shtml 4/6/2011



