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Panel Revives. Pollcyholders’Sult |

By Laura Ernde
Daily Jou(naf Stgff ertgr

state appellate court on Tues-
day resurrected a class action
against an . insurance’ company
“accused of overcharging its policy-
holders by billions of dollars.

The 2nd District Court of Appeal

gaid Farmers Group Inc. members

can sue in Los Angeles County Su--

perior Court even though the state
* insurance commissionet approved
the disputed rates, Fogel v. Farmers
Group Ine., 2008 DJDAR 3734.(Cal.
App. 2nd Dist. March 18,:2008).

“The bottom line 15 this is anoth-

- er court that has rejected an effort

by insurance companies to evade

accountability - for overcharges,”
said Harvey- Rosenfeld, founder of
the Santa Momca-based Founda-

tion for Taxpayer and Consumer g

Rights:
The way Farmers and a handful
of other insurance companies are
" structured, members are also con-
sidered owners of the company. A

portion of the insurance premiums

* are set aside to cover managementv
. fees, -

A lawsuit, ﬁled in- 2003 clalms

that Farmers has been charging
billions of dollars in management v

fees to its members since 1999

while reporting profits of as much'

as 56 percent.

“We believe that’s excessnve_

when they owe a fiduciary duty to

charge only reasonable fees,” said

Philip K. Maxwell,-an Austin attor-

ney who represents thie plaintiffs. .

Raou] D. Kennedy in the San
Francisco office of Skadden,

Arps, Slate, Meagher & Flom, who .
represents Farmers, could not be .

reached for comment Tuesday..

Los Angeles County Superior .

Court Judge Peter D. Lichtman

sided with Farmers. He ruled that, _
because the fees were a component :

of the rate approved by the insur-
ance commissioner, the lawsuxt
was barred,

But a three-judge panel of the

appellate court led by Justice -
Thomas L. Willhite Jt. overturned

the decision.

“Roserifeld sald msurance comipa-

. nies have tried to-usé Proposition

103, a 1988 voter initiative . that

“reqmred the ‘insurance comimis+

gioner to approve all rates, to llmlt .

. exposure to lawsuits.

~The insurance companies were

successful n Walker v. Allstate
' Indemmty Co 77 Cal. App 4th 750
- (2000)..,

ut ’Ihesdays ruImg marked
the second time in four years
that an appellate court lias sided

‘'with cansumers, he said. The other
case was Donabedian v. Mercury
Insurance Co 116 Cal App 4th 968

(2004). -

Maxwell, who speclallzes in in-
surance litigation, said he learned -
about: Fariters’ practlces because v
of similat ¢ldims made in Texas.

‘The. Texas' attornéy- general -has

proposed a settlement in that case, -

. but Maxwell: ‘has’ objected and the.

case is on appeal »

Maxwell s working wlth the’
California firms of Girardi & Keese
and Engstrom, Lipscomb & Lack.



