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AAISISMOVING TO ALL-ELECTRONIC DISTRIBUTION OF PRODUCT BULLETINS
Paper bulletins without attachments will continue to be mailed to AAIS affiliates through the end of
2003, but mailings will cease as of Jan. 1, 2004. For information on accessing bulletins and
attachments online, go to

http://www.aaisonline.com/ser vices/electr onicbulletins.html

CALIFORNIA
CERTIFIED TERRORISM RATING INFORMATION PAGE AND RELATED RULESPAGE REVISED

The certified terrorism rating information that AAIS initially submitted to the California Department of
Insurance (on manual page Rating Information - 1, REV 1.0) has been revised. New rating procedures, that
were approved effective November 26, 2003, are shown on the attached REV 1.1 pages. One page of the

corresponding rules supplement (Rules - 3) has also been updated as aresult of the rating information page
amendments.

BACKGROUND

In our August 29, 2003 Product Advisory, companies were notified that it might be necessary for AAISto
amend the rating procedures that we had filed back in February, 2003 due to questions that were being raised
by the California Department of Insurance. This bulletin is being sent to advise companies that, as anticipated,

Rating Information - 1 (Rev 1.0) has been superseded by the new and different rating procedures identified
below.

CHANGES

The procedures for rating the exposure that is retained by the company when certified terrorism coverageis
provided now vary by program. Programs with similar procedures have been grouped together and are
displayed on the same rating information page. The revision number for every rating information page (other
than for Inland Marine Guide, which did not change) has been advanced to 1.1. Although a charge was
previously contemplated for the fire-following exposure that would continue to exist when certified terrorism
coverage was rejected, that charge has now been eliminated. In addition to being deleted from the Rating

Information pages, the reference to afire-following charge has aso been deleted from page 3 of the Terrorism
rules.

The procedure for rating certified terrorism coverage for the Commercial Liability, Commercial Inland Marine
(Filed Classes), and Glass programs has not changed. These three programs utilize the same rating
methodology as that which has been filed by AAISin al other states.
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The new rating procedure for the Agricultural Output, Commercial Properties, and Crime programs involves
the addition and/or replacement of a step in the program's Premium Determination rule.

Separate rating steps are used to develop the liability and property charges for the Artisans and
Businessowners programs, with the results being added together to derive atotal charge.

The certified terrorism rating procedure has been made a sub-part of an existing manual rule for the
Commercial Output and Contractors & Developers Output programs.

COMPANY ACTION

Rules

In order to adopt the Rev 1.1 AAIS rule supplement page, companies affiliated for rules must establish an
effective date and make a reference filing with the California Insurance Department. All filings should include
the required California state filing forms, and the applicable AAIS and CDI file numbers.

Rating I nformation

In order to adopt the AAIS rating material, all companies affiliated for rating information must convert the AAIS
loss cost information to final rates, establish an effective date, and make areference filing with the California
Insurance Department. All filings should include the required Californiarate application, and the applicable
AAIS and CDI file numbers. Companies that lack specific ratemaking data for the terrorism exposure can
include a statement to this effect on their rate filing application, thereby citing the shortage of data as a reason
why the company is relying upon the approved AAIS rating material to provide appropriate rates.

The AAIS and CDI rule and rating information file numbers are posted to our open web site at
http://www.aai sonline.com/terrorism/CA.html. This bulletin and its attachments are also available on the
AAIS web site, at http://www.aai sonline.com/terrorism/newrules.html.

INLAND MARINE GUIDE

No revisions have been made to the Caifornia Inland Marine Guide rating information page that was originally
submitted. However, it too is being posted as a Bulletin attachment.

ATTACHMENTS
-- Certified Terrorism Rules -- Page 3 (Rev 1.1)

-- Certified Terrorism Rating Information for Commercia Inland Marine (Filed Classes), Commercial
Liability, and Glass (Rev 1.1)

-- Certified Terrorism Rating Information for Agricultural Output, Commercial Properties, and Crime
(Rev 1.1)

-- Certified Terrorism Rating Information for Artisans and Businessowners (Rev 1.1)
-- Certified Terrorism Rating Information for Commercial Output (Rev 1.1)
-- Certified Terrorism Rating Information for Contractors and Developers Output (Rev 1.1)

-- Certified Terrorism Rating Information for Inland Marine Guide (Rev 1.0)
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If your company subscribesto the AAI Sdirect Internet service, any referenced
attachments are availablein Microsoft® Word and PDF format at AAI Sdirect.com.

If your company does not subscribe to AAl Sdirect, this bulletin and the refer enced
attachments are available in PDF format in an 'electronic file cabinet' created for
your company on AAIl Sdirect.com. For instructions on accessing your file cabinet, go
to http://www.aaisonline.com/ser vices/electronicbulletins.html.

Direct Questionsto:

Edie Gardner, CPCU
Product Development Specialist
edieg@AAISonline.com

AAISDIRECT AND AAIS PRODUCT ADVISORY

All AAIS bulletins, forms, manuals, and other resource information for all lines of insurance are now available
online. For atwo-week trial of our Internet service, AAlSdirect, or a cost quote, contact Rick Anderer. E-mail
Richarda@AAISonline.com or call 800/564-AAIS.

The AAIS e-mail publication, AAIS Product Advisory, provides bulletin summaries and other timely
information related to products to anyone at your company at no charge. Unlike AAlSdirect, you can subscribe
to AAIS Product Advisory whether your company is affiliated or not.

While valuable as a stand-alone service, the AAIS Product Advisory is an ideal complement to AAISdirect. The
communication gives you an overview of new information posted weekly on AAlSdirect and is directly linked
to the site so that you can quickly access complete copies of bulletins.

For more information and to sign up, go to www.AAISonline.com or contact Pat Peters at
Patp@AAISonline.com.
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