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Conn. Auto Witers Show How To Conpete
State Farm delays until March but Farners is up and runni ng

by C. A Soul e
| nsur anceTi nes

Connecticut drivers, who already enjoy one of the nation's nobst
competitive auto insurance markets, are about to get even nore
benefits of conpetition: |ower rates and new conmpanies to try.

On average, Connecticut drivers will pay 3.7 percent |ess on
their auto insurance rates in 2000, according to |Insurance
Comm ssi oner CGeorge M Reider, Jr., whose departnent |ast year
handl ed 44 insurer requests to lower rates, and only 14 requests
to raise rates.

“The trend in rate reductions which accel erated over |ast year’'s
results shows that Connecticut continues to have a healthy,
conpetitive autonobile insurance narket which can benefit al
consuners,” Reider said.

In another sign of conpetition, the state's assigned risk plan,
whi ch insures high risk drivers turned down for coverage by

i nsurance conpani es, shrunk to 4,000 vehicles, its | owest |evel
ever. The plan insured 55,000 cars not too | ong ago in 1994.
Still nmore conpetition |ies ahead as the state's auto narketpl ace
braces for the entry of two new major players: State Farm and
Farmers I nsurance, both of which prom se to win over thousands of
new cust oners.

State Farm Miutual Insurance Co. has pushed back its plan to
begin actively marketing personal autonobile insurance to March
1, 2000.

That will put the conpany 10 nonths behind national rival Farmers
I nsurance Co., which entered Connecticut |ast My

While State Farm may be del ayed, it is not standing still.

“In Iight of Y2K concerns, we noved [the date] back to give us an
opportunity to work through any problens,” said Matt Hodson, vice
president of State Farmis Connecticut operations. “That being
said, we are confident that we will not have problens.”

State Farmis in the process of hiring 60 new enpl oyees to
augnent the 75 people it currently has in the state, which Hodson
call ed a tough chall enge given the conpetitive job market in the
Nor t heast .

State Farm has naintained a clainms and service center in Cheshire
in order to maintain accounts with policyhol ders who noved to
Connecticut fromanother state. That frictional business has

all oned the conpany to stake out a two percent market share in



the state, without so nuch as breaking a sweat. Nationally, State
Farmis a major player, grabbing 25 percent of the personal auto
mar ket .

Now t he conpany says it is eager to sell in one of the nost
affluent states in the country.

“State Farm has recogni zed for sone tinme that Connecticut has
been a good narketplace,” said Hodson. “It was grow ng quickly
in the 1980s, but our focus wasn't for new markets during that
time. W studied it off and on since the early 1990s, and
eventually we cane to the point where we were ready to expand.
It is an attractive state in that Connecticut’s insurance
department is a good one to work with, and the governor is
pronoting a stable business environnent.”

That environnment has been kind to Allstate | nsurance Co., the
state market |eader with nearly 15 percent of Connecti cut
drivers. 1n 1999 Allstate purchased the personal |ines
operations of CNA Insurance, further increasing its presence.
Hodson said that State Farm has appoi nted 20 agents for the
state; they are in the process of training for their licenses.
The conpany will appoint 16 nore agents in 2001, hiring
primarily fromwithin the firm

Hodson said that agents will begin by contacting nany of State
Farm s 30, 000 policyholders in Connecticut, in an attenpt to
cement relationships with them “The goal is to earn custoners
one at a tine,” he said.

That steady approach has served State Farmwell in the past. The
company did not penetrate East Coast markets until relatively
recently in its corporate history (it still does not market

i nsurance in Rhode |sland and Massachusetts). It will spend as

much as $10 million to get its Connecticut operation off the
ground, Hodson sai d.

O hers question whether State Farmis sl ow but steady approach
wWill cut it in Connecticut’s 140 conpany-strong narketpl ace.
Ed Orodeckis, president of Eastern operations for Farners

I nsurance Co., |aughed when asked if he is worried about State
Farm ent eri ng Connecti cut.

Farnmers’ Strategy

“I'f anything, Farmers entering Connecticut should give them
pause,” Orodeckis rejoined. “If they are honest with you, they
wi |l say that, because whereas they |ack a strategy for the
state, we have a strategy in place already.”

Farmers al so had a previous presence in Connecticut, if
indirectly. The conpany inherited agents who fornmerly wote for
Zurich Financial Services Goup’'s personal |ines operation in the
U S., after a nmerger between Zurich and Farners parent B. A T.

I ndustri es.

Orodeckis said that Farmers wote $3 million in Connecticut in
1999, and will look to increase that nore than four-fold to $13
mllion in 2000. He said this would not have been possi bl e under
Farmers’ traditional corporate culture of captive insurance
agents. But by adjusting to Zurich’s culture of independent



agents, the conpany should increase its business exponentially.
The conpany has nore than 150 agents currently.

“Farmers has used an exclusive distribution systemin the past,
and we know it is very costly to start that fromscratch,”
Orodeckis said. “By appointing i ndependent agents, you are able
to nove quickly. 1t speeds up the process. You get instant

vol une, and you protect your loss ratio.”

O odecki s woul d not take a stance on which systemthe conpany
mght lean toward in tine. “The value of both distribution
systens is equal,” Orodeckis said. “As an exanple of what we are
tal ki ng about in Connecticut, though, it took Farnmers 71 years to
bring exclusive agencies up-to-speed in 29 states, and only one
year to get independent agencies on-line in 12 states.”

First Year

Farnmers will have to nore than triple that expected $13 mllion
in premiunms before it cracks even the top 10 in the state. But
rat her than spend recklessly in the early going, Oodeckis

descri bed what might be the insurance equivalent of a guerrilla
operation in Farners’ first year in the state.

“The bi ggest ongoing cost to entering a state is advertising,”
Orodeckis said. “W did everything on a renote basis. Qur field
peopl e worked out of their hones.”

Farmers spent $2 million on conputer systenms in 1999, and

$250, 000 on advertising, an anmount it intends to replicate in
2000.

“Qur goal is to get to at least a five percent market share in
five years, and in 10 years to be nunber one, two, or three in
the state,” Oodeckis said. That will take an average increase
in premumof roughly $10 nmillion annually. As a strategy,
Farmers will ask for a comrtnment of at |east 30 percent of an

i nsurance agency’s book of business, and to be one of the top two
carriers in the agency.

Representation in a | arge nunber of agencies is less inportant,

Orodeckis clains. “W are |ooking for professional agents with
est abl i shed books, who are strong in their community, with a
strong client base, and good product density,” he said. “W are

not | ooking for start-up agencies. W are not |ooking for an
agent on every corner. W feel this cheapens the value of the
franchi se.”

That franchise will open a |l ot of doors for Farners, he added.
“The brand is tremendous,” he said. “W wll drive custoners to
an agent’'s office. Mst conpanies are not able to show that.”

‘ Good Hands”

But perhaps no insurance conpany can match State Farmis “like a
good nei ghbor” tag-line. “People should not lull thenselves into
t hi nki ng that we do not have a strategy,” State Farm s Hodson
said. “W announced in 1998 that we would enter Connecticut, and
we have been busy in the neanti me honing what will be our unique
approach.”

Hodson said State Farm had been witing only preferred auto risks



in the state but will now wite standard risks as well. The
insurer will also be offering life, health, disability, |ong-term
care and commercial |ines products, as well as financial services
fromits | atest subsidiary, a bank
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Rl Rai sing Taxes For State's Disability Insurance Again

PROVI DENCE (AP) Rhode Island workers will have to pay higher
taxes for the second straight year to support the state's
tenporary disability insurance program

The increase of up to 13 percent takes effect next nonth, a junp
some critics call excessive, noting the figure is significantly
hi gher than the national inflation rate, The Provi dence Journa

reported.
If an insurance conpany instituted such an increase " "you' d have
hell to pay,'' said MalcolmA. Mkin, a certified financial

pl anner and president of Professional Planning Goup in Wsterly.

Col l ect More

Etta Mello, assistant director for tenmporary disability insurance
at the state Departnent of Labor and Training, defended the

i ncrease.

""If people are earning nore ... they're also going to coll ect
more,'' Mello said.

Tenporary disability insurance is funded through worker
contributions, which the state collects through payroll
deductions. Benefits are paid to those who can't work because of
an injury or illness unrelated to their jobs.

The nunber of clains filed by workers this year increased by
about 3 percent and peopl e on average have been collecting the
benefit | onger than they did |last year, Mllo said.

"“For the benefits received, the increase in the costs, in ny
estimation, is not terribly high,'' Mello said.

Effective Jan. 1, workers will have to pay $140 in disability tax
for every $10,000 in wages. The tax differs for each person
dependi ng on what he or she earns. The maxi mum per-person tax
next year will be $568.40, nore than $60 hi gher than this year.
The increase cones while many workers al ready are faci ng hi gher
costs for health care as the HMOs Harvard PilgrimHealth Care and
Tufts quit the state, said Henry Shelton, coordinator of the
Ceorge Wley Center in Pawtucket, an advocacy group for the poor.
The state doesn't do enough to educate the public about the

i ncreases or how the program works, Makin said.

"W are not informed consuners, we're sinply doing what we are
told,"" he said.
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NY Hi gh Court Allows Suits Over ‘Vanishing Premuni Life Sales

ALBANY (AP) —New Yor kers who bought " “vanishing premum' life
i nsurance policies can sue insurers, the state's top court
determ ned on Dec. 20.

The policies which were nuch in vogue in the 1980s may have been
promoted with " deceptive marketing and sal es practices'' as
defined by New York state Ceneral Business Law, the state Court
of Appeals ruled 5-1.

Two | ower state courts had found otherw se, dismssing suits
filed by several policyhol ders.

Vani shing premium policies were offered as “~“whole life'' or
““universal life'' insurance policies. Under them custoners
woul d pay preniuns far higher than termlife policies.

Typically, agents prom sed that in about eight years, coverage
woul d be provided in perpetuity without further prenmiuns or at a
vastly reduced cost. The theory being sold by agents at the tine
was that the investnent on the premiuns the insurers would rmake
woul d cover the prem uns' annual costs in about eight years.
However, as the court noted, a downturn in interest rates
starting in the late 1980s wecked the investnent schedul es
outlined by the insurers to custoners. Mst hol ders of such
policies were told that they'd have to continue paying prem uns
after the eight years had passed.

Guardi an, MONY Sued

Several New York policyhol ders sued insurers including the
Guardi an Life Insurance Conpany of America and the Miutual Life

I nsurance Conpany of New York. The cases were consolidated for

t he sake of a common ruling before the Court of Appeals.

The high court called sales of vanishing prem umsuits an

" “extensive marketing schene.'' Judge Al bert Rosenblatt noted
that evidence in the court papers showed that agents were
instructed in conpany training materials to pick a significant
date in policyholders' lives —the year of enrollnment of a child
in college, for instance, or a retirenment date —and were told to
gear their sales pitch to shedding customers of prem uns by that
dat e.

Strong Suspi ci ons

But Rosenbl att said insurers had strong suspicions that the rate
of return on investnents could not continue in a way that woul d
allowthemto foll ow through on their prom ses. And he said

di scl ai mers warni ng custoners that the vani shing date was based
on projections and were not guaranteed coul d have been

m sunder st ood by | ess sophisticated insurance buyers.

Those issues are matters that disgruntled policyhol ders should be
allowed to argue on the trial court level, the judge wote.

State Attorney Ceneral Eliot Spitzer filed a friend-of-the-court



brief in the case arguing that by ruling in favor of the

i nsurance conpani es, the Court of Appeals could undern ne the
state's power to conmbat a range of deceptive and questionable
busi ness practi ces.

The majority of the court did rule on Dec. 20 that the sale of
vani shing-date policies did not constitute fraud under state
conmon | aw.

Plaintiff Lawyer

Mel vyn Wi ss, |lawyer for the policyholders, said the insurance
conpani es sol d vani shing prem um policies on an " unsustai nabl e
assunmption'' and should be held responsible for those prom ses _

either by fulfilling the coverage called for in policies or by
r ei mbur si ng policyhol ders.
He said about $10 billion has been recovered frominsurers in

settlenments throughout the country on the kinds of clains

consi dered by the Court of Appeals.

A statenment from Mutual of New York pointed out that of nine
clainms in the original suit against it, all but one has been
dism ssed with the Court of Appeals' rejection of the common-I|aw
claim

Nar r oned Exposure

" " The decision, together with the decisions of the | ower courts,
significantly narrows the conpany's potential exposure in this
litigation,'' the statenent said. "~ The conpany continues to
believe it has strong and neritorious defenses to the remaining
claimand intends to defend itself vigorously."''

Guardian Life's |awer did not did not conmment.

The | one dissenting judge, Joseph Bellacosa, argued that the

pol i cyhol ders were adequately warned about the potential downside
of vani shing-date policies. To hold the insurers |liable because
their agents put their "~ “best sales face'' on a product — " even
with sonme "puffery' and artfully spun advertising,'' Bellacosa
noted —pushes the state's General Business Law into " uncharted
and unintended territories."’
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Entering New M I 1l ennium Mss. Agents End Ties Wth PI A Nationa

by C. A Soul e
| nsurance Ti nes

BOSTON —The Massachusetts Association of Insurance Agents (MAlA)
announced Dec. 17 that it was ending its affiliation with the
Nati onal Association of Professional |nsurance Agents (PIA) as
of Jan. 1, 2000. MAIA is now exclusively an affiliate of the

I ndependent | nsurance Agents of Anmerica, PIA s rival in



Washi ngton, D.C. and in nmany states across the country.

MAI A, with 1,900 nenber agencies and about 15,000 agency

enpl oyees, has been the largest state affiliate of both Il AA and
PIA. The nove deals a financial blowto PIA since MAIA paid PIA
dues said to be in the "six figures" by association officials.
The Massachusetts organi zation said that PIA's refusal to
consider nmerging with I1AA, its change in errors and oni ssions
carriers, the cost in both dues and tinme needed to maintain the
affiliation, and a conparison of services between PIA and |1 AA
factored into the divorce.

“1 had m xed enotions about it,” said Bruce Cochrane, the
president of MAI A whose termended Jan. 1. “M heart said ‘no,
but ny head said ‘yes.’ ”

Cochrane indicated that all 24 nenbers of MAIA's board voted to
di ssolve the relationship with PIA “Especially for those of us
on the board who are 'elders,' it was a very clear-cut decision
to make,” he said. “It is unusual that a decision of this
magni t ude woul d conme to a unani nous vote.”

“Looki ng at the whol e package, this was not a tough decision to
nmake,” agreed Frank A. Mancini, executive vice president of MAlA
“Right now, in 1999, | can't say that there is one area where PIA
excel s when conpared directly to Il AA”

E&O Pr ogr am

Manci ni al so indicated that PIA had squandered its remmining ace
in the hole when it switched carriers for agency errors and
om ssi ons i nsurance.
“One of the nore significant benefits of PIA in the past was
their Uica Insurance EQO program” Mancini said. “But they
jettisoned that program and went with Reliance G oup. Now
Reliance is having difficulties, so it just was not a good
situation.”

Oficials at Al exandria, Virginia-based PIA which recently
downsi zed and hired a new executive vice president, were
reluctant to tal k about the MAI A devel opnent but did acknow edge
their disappointnment at the | oss of the biggest nmenber state, a

| oss which | eaves the national organization with New Engl and
affiliates in Connecticut and New Hanpshire.

"OF course we are disappointed by the decision made by our
friends and fell ow agents in Massachusetts,” said Stephen E
Wat kins, Jr., president of PIA in a statenent. “However we
respect that decision because we believe agents deserve choice.
Throughout the years, agents in Massachusetts have benefited
greatly fromtheir menbership in PIA W will continue to offer
to agents in Massachusetts access to their group health coverage
t hrough PI A and are working with MAIA to ensure there will be no
interruption in coverage. In addition, agents in Massachusetts
who want to continue to access the other benefits offered by PIA
will be able to do so through a national PIA nenbership.”
"PIAwill continue to be a national |eader on behalf of agents

t hroughout the country,” maintained Gary W Eberhart, executive
vi ce president of the organization.



Pl A Response

Pl A declined to discuss the situation further or indicate whether
they would nove to restart an affiliate in Massachusetts.

MAIA is itself the product of a nerger between the Massachusetts
affiliates of I11AA and PIA in 1992. Since then, 17 other states
have wi tnessed the nerger of their state associations. |In the
Nort heast, Vernont, Mai ne and Rhode |sland have al so nerged.
“Since the consolidation of the PIA and Il A state associations in
Massachusetts in 1992, MAI A has annually evaluated its nationa
affiliations with PIA and Il AA " said Cochrane, in a statenent
announcing the split. “This process focused on the benefits and
val ue received by MAIA and its nenber agencies from each nationa
association and the tinme, effort and fiscal resources to continue
these affiliations.”

Cochrane added, “Wen we conducted out evaluations this year, it
becane evident that the tinme, efforts and fiscal resources
required to maintain MAIA's affiliation with Pl A could be best
utilized on behalf of MAIA nmenbers on the state |evel
Unfortunately, the resources necessary to continue MAIA's PIA
affiliation could not be justified when wei ghed agai nst the val ue
received.”

That anount, Cochrane told InsuranceTinmes, ran to “six figures”
on an annual basis. Oficials fromthe associations declined to
specify the precise figure MAI A pays each organi zati on

“W needed to take a |l ook at the fact that we were maki ng dual
paynments to both organizations,” Cochrane said. “W needed to
see what we could do in spending that noney locally. W now w ||
have the ability to redirect resources to provide nore direct
services to nmenbers. You would not believe the anmount of staff
and volunteer tine it took to maintain relationships with both
organi zations, untold hours.”

For PIA the prospect of losing a significant revenue source was
apparently not enough to nudge it to initiate nerger talKks.

“W consistently delivered the nessage that the rank and file
wanted the nerger to happen,” Cochrane said. “W nade severa

di pl omatic overtures. That tine and effort was well worth it, as
it turned out, because it gave us a clear indication as to the
lay of the land.”

Manci ni said that MAIA had held itself out as an illustration of
the nerits of consolidation. “PlA and IlAA each felt it had

uni que characteristics that in a merger would be lost,” he said.
“That doesn’t have to happen, and | speak from experience. W
nerged i n Massachusetts, and | think we brought the best of those
associ ations together. So it can happen, but you need the right
people who are willing to sit down together and talk.”

“W have made every effort to bring the two national associations
toget her for consolidation discussions,” said Manci ni.

“I't is a fair statement that MAIA tried vigorously for severa
years to make consolidation happen,” said Jeffrey M Yates,
executive vice president for Il AA. “Qur position has been that
if PIA has a serious interest in making it happen, we would sit



down with them”

Mer ger Policy

“’The Big | has a board-stated policy that we are willing to
nerge,” said Massachusetts agent WIlliam Hofmann, 11, who is
I1AA's president-elect. “I have been saying for years that

agents should put ‘the Big I, PIA [the National Association of
Life Underwiters, and the Council [of I|nsurance Agents and
Brokers under one roof.”

Kenneth Bessette, executive director of PIA" s remaini ng Northeast
affiliates in Connecticut, New York, New Jersey and New
Hanpshire, said he was disappointed in MAIA s decision

“We feel like we lost a friend and a partner,” said Bessette.
“That is not to say that we are no |longer friends, but we had a
good relationship, and if we had our druthers we w sh that they
had not taken that step.”

Spared mailing a big dues check to PIA this year, MAI A has sone
enticing options. Mancini explained that as a “consoli dated”
organi zation, MAI A had enjoyed | ower dues on a relative basis by
bel onging to both PIA and I AA. That will change. Over the next

four years, Mancini said, MAITAw Il “ranp up” the amount it pays
to IlAAto bring it back on par with other states.
In the nmeantine, however, MAIA will enjoy a budget surplus for a

few years. Mancini said one possible area for putting the extra
cash to use woul d be the devel opment of a brandi ng canpai gn
intended to raise the profile of Massachusetts i ndependent

i nsurance agents. |I1AA is spending $35 mllion this year on a
simlar marketing effort.

Manci ni said that the organization would give Il AA until m d-2000
to put together a plan, and then deci de whether to “tag al ong,”
or to follow through on its own effort.

Mancini said that cutting ties with PIAwill not affect MAIA' s

| evel of service for its agent nenbers.

“I'n Massachusetts, we have put behind us the |abels that
identified our predecessor associations. W are all Mssachusetts
i nsurance agents dedicated to the principles of the Arerican

i ndependent agency system” added Mancini, who ironically was
presented with a special presidential citation by PIA this year,
in part for his work on the organization’s 2000 budget.
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Zurich US Consol i dates Zones

Zurich U S., a comercial property and casualty insurer, wll
consolidate into three zones, in hopes of achieving greater

ef ficiency.

The new structure includes an Eastern zone office in New York and
encomnpassi ng the property group’s Northeast and Md-Atl antic



offices; a Central zone based in Chicago, controlling its North
Central, South Central and Sout hwest regions; and a Wstern zone,
in San Franci sco, conprised of its Northwest and Sout hwest

regi ons.
Ludwig J. Picarro, formerly regional property executive for
Zurich's Northeast region, will head the new Eastern zone.

The conpany plans to appoint “branch nanagers” to support |oca
account teams in custoner service issues.

| nsurance Ti nmes
January 4, 2000
Vol. XIX, No. 1

Fl ori da Judge Rul es Against Allstate

MAM (AP) —A ruling against Allstate Insurance Co. for failing
to pay full medical clains in no-fault accidents could cost the
conpany up to $600 million, an attorney for Florida policyhol ders
sai d.

M ami - Dade Circuit Judge Margarita Esquiroz issued a sunmmary
judgnent. The class-action case involved nedical bills filed with
Al l state on personal injury protection nmandated by Florida | aw.

A state appeals court upheld a sinmilar ruling in an individual
case against State Farmin COctober.

Attorney John Ruiz, who represents Allstate policyhol ders,
estimated that nore than 200,000 clains filed with Allstate since
Cct ober 1992 were not fully paid.

Al |l state spokeswoman April Hattori said Allstate, based in

Nort hbrook, Ill., maintains it does not have to pay for

i ndependent nedi cal exam nations in personal injury cases and

pl ans to appeal .
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Former NY G ant Wns Enpl oyment Suit Agai nst A&A

NEWARK, N.J. (AP) — Former New York G ant Philip J. MConkey
sued for $10 million and got it.

An Essex County jury awarded that sumto MConkey after finding
that the head of the Nasdaq Stock Market’'s parent conpany lied to
hi m about whet her an insurance brokerage the Wall Street veteran
chaired was going to be sold.

McConkey had sued Frank G Zarb and the brokerage, Al exander &

Al exander. Zarb was dism ssed as a defendant before the trial
started.

McConkey testified that he never would have taken a job at A&A if
Zarb, now chairman of the National Association of Securities

Deal ers, had adnitted it was in talks to be sold to Aon Corp
Wien Aon bought A&A for $1.2 billion in Decenber 1996, MConkey



told the jury, I felt as if |I had gotten a helnet, full speed,
in the stomach.’’” He said he was fired in March 1997.

A six-nmenber jury deliberated for several hours over two days
bef ore determ ning that McConkey should get $5 mllion in
punitive damages, $3 mllion for |ost wages, and $2 mllion for
enotional distress.

A8A | awyer Frederick L. Wiitner said the verdict was not
supported by the evidence " "and we intend to appeal.’’
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NEWARK, N.J. (AP) — Former New York G ant Philip J. MConkey
sued for $10 million and got it.

An Essex County jury awarded that sumto MConkey after finding
that the head of the Nasdaq Stock Market’'s parent conpany lied to
hi m about whet her an insurance brokerage the Wall Street veteran
chaired was going to be sold.

McConkey had sued Frank G Zarb and the brokerage, Al exander &
Al exander. Zarb was dism ssed as a defendant before the trial
started.

McConkey testified that he never would have taken a job at A&A if
Zarb, now chairman of the National Association of Securities
Deal ers, had admitted it was in talks to be sold to Aon Corp
When Aon bought A&A for $1.2 billion in Decenmber 1996, MConkey
told the jury, I felt as if |I had gotten a helnet, full speed,
in the stomach.’’ He said he was fired in March 1997.

A six-nmenber jury deliberated for several hours over two days
bef ore determ ning that McConkey should get $5 mllion in
punitive damages, $3 mllion for |ost wages, and $2 mllion for
enoti onal distress.

A8A | awyer Frederick L. Wiitner said the verdict was not
supported by the evidence " "and we intend to appeal.’’
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Preparing For The MI Il ennium Bug Lawsuits

DALLAS (AP) —You're driving back froma New Year's Eve party. A
drunken driver rear-ends you and a resulting neck injury sends
you to the energency room

But a hang-up with your health insurance del ays treatnent. The

i nsurance conpany doesn't recognize your |D nunber because of a
Y2K conputer glitch. You' re forced to endure the pain of torn
neck |iganments before doctors can treat you

Can someone sue his or her insurer for undue enotional and
physical distress as a result of a delay in treatnent caused by —
of all things —a Y2K bug?

This was just one of many scenarios federal and state |egislators
consi dered when they drafted | egislation that protects businesses
fromlawsuits born of unforeseen conputer glitches.

In July, President dinton signed into law a tinme-limted piece
of legislation —the Y2K Act. It seeks to prevent frivol ous year
2000 lawsuits from cl oggi ng court dockets by requiring a 90-day,
out -of -court nedi ati on period between busi nesses and consuners,
and by absol ving conpanies of liability if they take proactive
nmeasures to warn consuners.

The act does preserve the right to sue —if the person or conpany
fails to obtain conplete relief within the 90-day nedi ation
period or suffers real injury as the result of a mal function.

In other words, if the insurance conpany really couldn't process



an insured’ s | D nunber, there m ght be a case.

Lawyers say aggressively getting information to the consuner is
the key to avoiding litigation.

To do this, computer conpani es have taken the unusual step of
bandi ng together to educate consuners. One exanple is

www. pcy2000. com a Wb site created by conpani es such as Conpaq,
IBM Gateway and Dell to help PC users understand and address
year 2000 i ssues.

Texas-based Dell Conputer Corp. has had a programin place since
1997 to educate PC users and offer them free downl oad patches
froma Wb site to fix nost problens, spokesman John Thonpson
sai d.

""The site tries to be educational w thout being hype-oriented,"’
Thonpson said. ~"Clearly it's not a marketing thing. The industry
has put aside tooth-and-nail conpetition to try to conme together
to hel p educate people.’

I nsurance conpanies are already feeling the effects of the Y2K
bug as conpani es and governnents file | awsuits associated with
cost of upgradi ng conputer systens.

St anf or d- based Xerox Corp. has sued its insurer for $150 mllion
in Y2K costs. Others that have sued seeking rei nbursenent include
Ni ke, Unisys Corp., GIE Corp., the Port of Seattle and the Royal
Gak, Mch., School District.

The lawsuits, filed since July, seek a total of about $700
mllion frominsurers.

I nsurance industry attorneys claimthe | awsuits have no | ega
merit.

Jerry Johns, of the Insurance Information Service, said he

bel i eves i nsurance conpanies will pay nuch |l ess than sone of the
col ossal estimates. Wiile $700 million is a " “significant
anount,'' he said, ~“worldw de that would be a drop in the bucket

conpared to what is conceivable."'
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Hancock Stocks Put In Trust Pending NY Settl enent

BOSTON — Mutual of America Life Insurance won a concession from
John Hancock Miutual Life Insurance Co., which is about to go
public, in an ongoing dispute regarding the distribution of
approximately $2.5 billion in stock.

Ina filing with the Securities and Exchange Conm ssion, Hancock
is placing stock in a trust pending the resolution of Mitual of
Anmerica’'s lawsuit agai nst Hancock. Mitual of Anerica is suing
Hancock in Massachusetts Superior Court in an attenpt to claimas
much as 10 percent of Hancock’s initial public offering of stock.
Hancock says that the policies owned by Mitual of Anerica do not
gqualify under its plan to demnutuali ze.

New York’s I nsurance Conm ssioner Neil Levin has said he would



revi ew Hancock’ s plan to denutualize in order to nmake certain
that New York policyhol ders of Hancock are treated fairly in the
plan to sell stock. A fifth of Hancock’s policyhol ders are New
York residents or conpanies.

A spokesworman for the New York departnment said that Levin had not
yet deterni ned whether he would seek to force Hancock to nake

adj ustnments to the plan.
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Zurich US Consol i dates Zones

by C A Soule
| nsurance Ti mes

BOSTON — Stacey Townsend is on the verge of trading in her
office in Liberty Mitual’s headquarters in Boston's Back Bay for
the gritty streets of Fields Corner in Boston’s Dorchester

nei ghborhood. There she will garrison the front Iines of the
ongoi ng battle for urban renewal in Massachusetts.

Townsend is executive director of the Property and Casualty
Initiative, the result of a 1998 deal between property and
casual ty insurance conpani es and Massachusetts | awnakers to phase
out the state’s gross investnent incone tax in exchange for as
much as $100 million to fund comunity reinvestnment projects.
Townsend was tapped to adm ni ster the fund.

“A hundred mllion, while a nice chunk of change, will not change
all the things in Boston and Massachusetts that need changing,”
sai d Townsend. “But it will go a ways.”

Townsend has a banki ng background. After attendi ng Well esl ey
Col | ege, she was a snall business | ender for Bank of New Engl and
and BayBank, before joining the Massachusetts Busi ness

Devel opnment Corp

“The loans will be nore creative and flexible than you nmight find
a bank being able to do,” Townsend said. “But it will not be a

gi veawnay.”

March Heari ng

Townsend expects to hold her first public nmeeting in March to
spur interest and applications to the fund. Thus far, with
essentially zero outreach, she has received 14 applications, a
good si gn.

“State-wide there are a ton of these kinds of funds,” Townsend
said. “Depending on what you are getting funding for, there is a
ton of noney out there.”

But in certain cases, the conpetition for funds is even nore
severe, she said, which is where she hopes the Property and
Casualty Initiative can make a difference. Funds are swanped

wi th proposals to convert old buildings to affordabl e apartnents,



whi ch woul d be a boon for Boston's crowded housing narket. But
often proposals are turned aside in such cases.

Tax Reli ef

For insurance carriers, there is nothing |ike a good cause, at

| east when coupled with some good tax relief.

“W were the last industry, after banking, after manufacturing,
to see any kind of nmeaningful tax relief,” said James T.
Harrington, vice president of the American |Insurance Associ ation.
“The tax was not only too high to begin with, but it had
retaliatory consequences in states where the burden was |ess.”
Parti ci pati ng conpani es are expected to provide $100 nmillion in
| oans and equity investnents, the bulk of which will be spent
over a five year period. |In return, conpanies qualify for a 20
percent decrease in the annual corporate gross investnent incomne
t ax.

Ni ne carriers helped formthe foundation, including Fitchburg
Mut ual I nsurance Co.; CQAJ; Hol yoke Mutual G oup; Liberty Mitual
G oup; Norfol k and Dedham G oup; Plynmouth Rock Assurance Corp.;
Premi er Insurance Co. of Massachusetts; ProMitual G oup; and

Qui ncy Mutual Fire Insurance Co.

Four nore conpanies plan to join this year, including AlM Mitual,
Arbella Miutual, Worcester Insurance Co., and Berkshire Mitua

I nsurance Co.

Townsend said that she has raised $16.5 mllion after 3 nonths,
and that she expects that ampbunt to increase greatly in a nonth,
once conpani es get onto a new budget cycle in 2000.

Compani es that have invested a “full share” in the Property and
Casualty Initiative will not have to pay the gross investnent
incone tax after a five year period.
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Mai ne Insurer’s NH Entry Subject O Tal ks

CONCORD, N.H. —Oficials here were continuing discussions at
press tinme surrounding the entry into the New Hanpshire workers
conmpensation market by a new subsidiary of the state-created
Mai ne Enpl oyers Mutual Insurance Co. (MEMC). The bid by MEM C
Indemity Co. was previously rejected by New Hanpshire | nsurance
Departnent but that decision is under appeal. The el eventh-hour
cancel lation of a public hearing on that appeal fueled
specul ation that the departnment was reconsidering its position.
Parties would only confirmthat discussions are taking place.

G ant workers conpensation witer Liberty Miutual and various
i nsurer trade groups have opposed the expansi on of the Mine
insurer into the Granite State, claining that MEMC is
essentially a state fund and enjoys privil eges not afforded
competing private insurers which have allowed it to accunul ate



capital

For its part, MEM C argues that while it is the insurer of |ast
resort in Maine, it is not a state fund, noting that it pays both
federal and state premumtaxes and is subject to the sane

regul ations as other conmercial insurers. It is not, however,
covered by the state’s guaranty fund in Mi ne.

MEM C was created at the peak of the state’s workers conpensation
crisis by legislative mandate. It was funded by assessnents on

i nsurers and enpl oyers, debts which it expects to conpletely
erase by 2001
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NH To Liquidate Tufts Health Plan O NE

CONCORD, N.H. (AP) —The state insurance comn ssioner says she
has been unable to find a buyer for ailing Tufts Health Pl an of
New Engl and and nust di ssolve the insurer.

I nsurance Commi ssi oner Paul a Rogers has been in charge of the
financially troubled plan since its parent conpany,

Massachusett s-based Tufts Health Plan, pulled its support | ast
nont h.

Rogers has asked court pernission to go ahead with the

i quidation, which would involve turning the plan’s assets into
cash so it can pay outstanding cl ai ns.

If the request is granted by Merrinmack County Superior Court, it
woul d affect 70,000 custoners in New Hanpshire, 70,000 in Mine
and 5,000 in Rhode Island. Many subscri ber groups began | ooki ng
for other coverage |ast nonth when Tufts Health Plan announced it
woul d no | onger support its noney-| osing subsidiary.

Tufts spokeswoman Patti Jacobs said Rogers’ decision to |iquidate
was expect ed.

""We believe that this action taken by the New Hanpshire

Departnent of Insurance will bring clarity to nmenbers who had
been waiting to transfer to another health plan until the
department had nmade its decision,’’ Jacobs said.

The Bedf ord-based conpany will continue providing nmedica
coverage through Feb. 2. No new or renewed policies can be
honored after that date, Rogers said.
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Al G Reported Ready To Buy Mass. Insurer Trust
BOSTON — After the Boston G obe and the Boston Heral d published

runors that insurance giant AIG was on the verge of acquiring
Taunt on, Mass.-based Trust |Insurance Co., at press tinme the



Massachusetts Division of Insurance had still not received notice
fromAIGthat it intended to do so, and the conmpany woul d not
comment on the articles.

Runors have circul ated throughout the fall that Al G has conducted
“due diligence” on Trust, even as a Wrcester busi nessman hedged
on whet her he woul d buy the conpany for $20 mllion. Those
negotiations fell apart, and the latest talks with AIG are said
to be setting a price tag for Trust in the vicinity of $32
mllion.
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NJ I nsurer To Buy NH Mountain Valley Co.

New Jer sey-based Motor O ub of Anerica has agreed to purchase
Mountain Valley I ndemity of Manchester, N . H , a subsidiary of
Unitrin of Chicago. Mowuntain Valley was fornmerly known as Wite
Mount ai ns | nsurance Co and was acquired by Unitrin from Fund
Anerican Enterprises Holding in June, 1999.

This acquisition continues the expansion of Mtor C ub, which in
January, 1999 al so acquired North East |nsurance G oup of

Scar bor ough, Maine. Motor Club of Arerica is a property and
casual ty insurance hol di ng conpany headquartered in Paranus, N.J.
Anmong its conpanies, Mbtor Club of Anerica Insurance Co. wites
personal auto in New Jersey; Preserver Insurance Co. wites snall
commerci al and homeowners in New Jersey; North East wites
personal auto and small commercial lines in Miine; and Anmerican
Col oni al Insurance Co. is licensed to wite in New York and
expected to begin in the second quarter of this year.

Mountain Valley Indemity reported direct witten prem uns of $15
mllion through the first nine nonths of 1999. The transaction
is subject to regulatory approvals.
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State Farm Files Appeal OF Generic Auto Parts Ruling

MARION, IIl. (AP) — State Farminsurance conpany is appealing a
judgnent that would force it to pay $1.2 billion to policy

hol ders who claimthey had no choice but to repair their cars
with so-called " “aftermarket’’ auto-body parts.

In Cctober, a judge and jury found that the parts were
substandard following a class-action lawsuit filed on behal f of
as many as 4.7 mllion policy holders with clains dating as far
back as July 1987.

The appeal will be heard in the IlIlinois Appellate Court in Munt
Ver non.



CGeneric Parts

Anmong ot her things, State Farmis appeal clainms none of the
plaintiffs named in the lawsuit proved they were injured in cars
repaired with generic parts, according to State Farm spokesnan
Dave Hurst.

""The plaintiffs’ attorneys also said they would prove that al
generic parts are inferior to brand-name parts and they failed to
do so,’’ Hurst said.

He said the appeal also cites the conpany’s " custoner
satisfaction’’ guarantee, which would have allowed the plaintiffs
to return parts they were not happy with.

"TIf a generic part is put on the car and after that they have a
problemwith it, then they can cone to us and we will either
repair or replace it,’’ Hurst said.

Patricia Littleton, an attorney for the plaintiffs, said she was
not surprised by the appeal. But she said several courts —
including the Illinois Supreme Court and U.S. Supreme Court —
have already ruled on the matters raised in State Farnis appeal
"“There's really nothing here that the courts have not already

seen, except for the punitive award itself,’’ Littleton said. She
added that an agreenent also was reached to set aside the $1.2
billion award in a court-controlled fund and to add 9 percent

interest over the length of the appeal, which is expected to take
at | east 18 nonths.

A WIliamson County jury awarded $456 nillion in the breach-of -
contract claim The judge who oversaw the case added an
additional $730 nmillion after finding the conpany had defrauded
consuners by concealing problenms with the parts.

State Farm Miutual Autonobile Insurance Co. is the fifth-1argest
insurer in the country, with $24.2 billion in assets.

Q her insurers, including All state, Geico, Nationw de, USAA,
Progressive, Metropolitan and Farmers G oup of Insurance
Conpani es, al so have been sued in sinilar cases.

Hurst said there al so was evidence disallowed in the original
trial that State Farmattorneys felt they shoul d have been able
to present. That included State Farnmi s assertion that the use of
generic parts benefitted consuners by forcing auto nmakers to

| ower the cost of brand-nane parts.

State Farm | awers al so contend they should have been allowed to
present evidence that savings resulting fromthe use of generic
parts were passed on to policy holders, Hurst said.

In the past two years, he said State Farm has returned $1.5
billion worth of dividends to its policy holders and has reduced
premiuns by $2.5 billion.
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NY Health Funding Bill On Way To Senate

by Joel Stashenko
Associ at ed Press

ALBANY —The state Assenbly has ratified an anbitious health care
financing bill over the objections of its minority |eader, who
says legislators will soon be back to perform  "mmjor surgery'

on the new system

The | egislation, dubbed the Health Care Reform Act 2000, would
nearly double the state's tax on cigarettes and nake as many as
one mllion nore New Yorkers eligible for state-subsidized health
i nsurance. It would also continue New York's one-of - a-kind
subsidy systemto fund cash-shy aspects of the health care

i ndustry such as teaching hospitals and the care of indigent
peopl e.

That system nost recently revised in 1996, is funded by
surcharges on hospital bills, HMOs and health i nsurance policies.
It expired at the end of the year.

The bill passed 95-37 in the Assenbly despite the pleading of

M nority Leader John Faso, a Col unbia County Republican, who
urged | awrekers to take a nonth to consider the ramfications of
the new system and to get sone disinterested analysts to eval uate
t he proposal

"W have done this hastily,'' Faso told his colleagues. "It is
imprudent. It has a worthy goal ... but | think that the way it
was gone about we will regret.’

Specifically, Faso predicted the Legislature will have to fix a

t oo- heavy burden on county taxpayers created by the bill to fund
i nsurance prograns for the working poor. And he said the effects
of such a significant increase in cigarette taxes had not been

t hought out as they relate to spurring the bootl eggi ng of tobacco
or the untaxed Internet sales of such products.

Most New Yorkers had no i dea what the Assenbly was doing with its
3 a.m vote today, Faso said.

"“Make no mistake, people of the state are not paying attention
to what's happening here tonight,'' he said. " "They're focused on
the holiday and they're focused on the new mllennium"'

In a devel opnent that shocked tobacco industry |obbyists and
delighted anti-snoki ng advocates, |egislative | eaders and CGov.
CGeorge Pataki agreed to boost cigarette taxes fromthe current
56 cents a pack to a highest-in-the-nation $1.11 a pack

The tax increase is designed to generate about $400 million a
year in new tax revenues and to di scourage New Yorkers from

snoki ng. Advocates estimate that 300,000 people may quit rather
than pay higher cigarette taxes.

" " The people of this state do not view cigarette taxes as a tax

i ncrease,'' Assenbly Speaker Shel don Silver said before his house
adopted the plan. "~ They look at it as something that is
responsi bl e and when you take that noney and put it into health
care, they are accepting that fully.""’

The plan is to use the enhanced cigarette tax revenues and about



$500 million a year in noney due the state under the nationa
settlenment with tobacco conpanies to help fund a series of new
prograns designed to qualify up to 1 mllion working poor people
in New York for health insurance.

QO her aspects of the reworked health financing system which wll
eventual ly total about $2.9 billion a year, are increases in the
noney available to treat indigent patients, nore noney for
teaching hospitals and those in rural and inner-city areas of the
state, slightly reduced surcharges on hospital bills and health
pl ans, a continuation of Mdicaid cost containnents |iked by

| ocal governnents, elimnation of an 8 percent surcharge on the
cost of laboratory tests.

Silver, Pataki and state Senate Majority Leader Joseph Bruno
reached a deal on the new | egislation after weeks of intensive
negoti ati ons anong thensel ves and their staffs, and nonths of
hard | obbying by well-heeled interests ranging fromthe state's
hospitals to health care worker unions and busi nesses.

Silver denied that the nmeasure was being rushed through his
chanber. He said the deal is patterned after one the Denocrati c-
| ed Assenbly passed back in July.

" " The public has conmented,'' he said. ~“The public has seen it.
The governor has used it as a nodel.'"'

Last week, county governnent |eaders began expressing al arm
about the bill after conmputing costs of up to $10 million to
county taxpayers the first year and of $123 million in the third
year to pay Medicaid costs for new health insurance prograns.
"W are partners with the state, and in this case, we were not
consulted as partners before a deal was struck to substantially
expand Medicaid eligibility in New York state,'' said Robert
Gregory, executive director of the state Association of Counti es.
Bruno said the Senate's Republican nmgjority is behind the bil
and plans to also pass it, but possibly not before returning to
Al bany to start the regular 2000 session in early January.
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NJ I nsurers Agree To Cover Experinmental Care For Cancer Patients
O her states mandate coverage; NJ insurers vol unteer

by Thomas Martello
Associ ated Press

TRENTON, N.J. —Louis Pennucci has seen fell ow cancer patients
wai ting around in angui sh while hospitals and insurers haggle
over the costs of treatnment. At 51, the wait is the last thing
Pennucci wants.

Pennucci wel comed the news that New Jersey health insurers have
agreed to cover nedical costs for cancer patients who undergo



experinmental treatnents. Several other states cover sone form of
clinical tests, but what's different here is that the conpanies
did so without being forced to by | aw

I nsurance conpanies for the nost part do not provide coverage for
clinical trials, citing their unproven nature. But cancer
researchers say the nore patients who are involved in such
trials, the better chance they have to find answers.

‘ New Reci pes
“T1f we continue to treat patients with the sane standard
therapies, we will get exactly the sane results,'' said Mary

Todd, deputy director of The Cancer Institute of New Jersey.
"“Cinical trials are the new recipes that we wite for the
treat nent and eventual cures of cancer, and cures are what we
seek and what we will deliver.'

New Jersey is not the first state where cancer patients have
access to clinical trials. Virginia, Illinois, Mryland and Rhode
I sl and have laws requiring insurers to cover at |east sone |evel
of clinical trials for cancer, and bills are pending in several
other states, according to the American Society of dinica

Oncol ogy, which represents 14,000 cancer specialists.

Advocates for cancer patients said New Jersey's agreenent could
be pivotal, however, because insurers agreed wllingly.

The agreenent with a coalition of insurance conpanies that
represent about 98 percent of the state's health care market
woul d provide an estimted 25,000 cancer patients access to
federally approved clinical tests, Gov. Christie Whitman said.
Only 3 percent of the state's 275,000 residents who live with or
have survived cancer participate in clinical trials. The new
programains to increase the participation rate to 15 percent.

Next Spring
The agreenent means that as early as next spring, the New Jersey
insurers will begin paying for routine costs such as

hospitalization, outpatient visits, doctor fees, lab tests, X
rays and CT-scans that previously have not been covered.

Drug conmpani es usually fund the experinental nedicines and any
exceptional treatnent.

The plan will cover policyholders directly insured by the
compani es, though enpl oyer plans under insurer admnistration
woul d be offered the benefit at no charge.

Only trials approved by the U S. Centers for Disease Control and
Prevention, the National Institutes of Health, the Food and Drug
Adm ni stration, the Defense Departnent and the Departnent of
Veterans Affairs are eligible for the new coverage, said Ann
Marie Hill, executive director of the New Jersey Conmi ssion on
Cancer Research

""This provides access for people to be in clinical trials that
are real trials and not just soneone deciding to take advant age
of an econom c opportunity,'' said Dr. Joseph Carver, senior

medi cal director at Aetna U S. Healthcare, one of 10 insurers

i nvol ved.



The conpanies cover 4.8 mllion New Jersey residents, or about 98
percent of the state's market.
The federal Medicare programfor the elderly is not participating
in the plan. Medicaid, which covers 600,000 poor and di sabl ed New
Jersey residents, will participate.

Many patients shy away fromjoining clinical trials because they
fear the cost.

"I have sat in waiting rooms, watching other people sit in

nmental and physical pain all day because their carrier would not
cover certain costs,'' said Pennucci, who was di agnosed with | ung

cancer 19 nonths ago. "~ Wen you're facing cancer, another
session of stress is not what you need.'
Pennucci said CAT scans " “can cost up to $2,000 alone,'' noting

~

that the cost to patients froma clinical trial ~“can be zero,
and can be thousands of dollars.’

Paul Langevin, a spokesman for the New Jersey Associ ation of
Heal th Pl ans, which represents the 10 participating insurers,
said the agreenment shows that "~ " health care progress can be
achi eved without |egal and regul atory nmandates that so often

mushroomin the heat of debate.'

O her Insurers

Cancer advocates used the New Jersey announcenent to call on
insurers across the nation to take simlar action.

““It's time for other states to join up,'' said John R Durant,
executive vice president of the Anerican Society of Cinical
Oncol ogy. " "And these states are ahead of the feds. Wth clinical
trials, we learn nore rapidly what's new and what works.'

Cancer patient advocates are | obbying Congress to pass

| egislation to all ow Medi care, which covers ol der Anericans, to
al so cover clinical trials.

Langevin said it is too early to tell if this agreenent would
open up the doors to coverage of clinical trials for other

di seases.
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Rl Gl Spill Settlenent Covers Beach Restoration

by M chael Mellon
Associ at ed Press

PROVI DENCE —Nearly four years after the worst oil spill in Rhode
I sl and history, the conpany responsible has agreed to pay nore
than $16 mllion for environnmental restoration.

Ekl of Marine Corp. of Staten Island, N Y., and its insurers wll
pay to restock | obsters, restore ponds and repair other damage
fromthe 1996 di saster near Moonstone Beach in South Kingstown.
""This will enable us to regain what we have | ost and protect our



environnment for generations to cone,'' Gov. Lincoln Al nond said,
as he announced the settl enment between Eklof's insurer, the state
and federal officials.

Craig O Connor, a lawer for the National Oceanic and At nospheric
Adm ni stration, said the agreenent represents the governnment's
new approach to recouping | osses fromsuch di sasters.

"“There used to be little or no tine spent on restoring natural
resources,'' he said. "~ "W (changed) that with this spill to a
focus on bringing resources back.'

No one from Ekl of attended the news conference but a | awer for

t he conpany rel eased a statenent saying they hoped the agreenent
addressed t he consequences of the spill

The deal nust be approved by a federal judge. The projects could
begi n as soon as next spring.

Ekl of ' s barge North Cape ran aground during a stormon Jan. 19,
1996, spilling 828,000 gallons of home heating oil in Block

I sl and Sound.

About 9 million | obsters were killed, along with countl ess cl ans,
crabs, fish and various wildlife. Some fishing areas were cl osed
intermttently for five nonths.

Under the environnental agreenent, between $8 and $10 mllion
will be spent to purchase nore than 1 million fermale | obsters
from |l ocal whol esalers. The shellfish will be reintroduced into
the fishery with markings that make themillegal to | and. They
shoul d gain anot her cycle of reproduction as a result of this
protection and | obster should reach pre-spill stock levels within
five years.

The settlement also includes $3 million to purchase devel opnent
rights to shoreline nesting areas for |oons and sea ducks in

Mai ne, New Hanpshire and possibly Vernont. The birds and ducks
are winter residents of Rhode |sland. Devel oprment rights to |and
around coastal ponds in South Kingstown and Charlestown also wll
be purchased.

"1t sends a clear nessage that oil spills will not be tol erated
in Rhode Island waters, and that polluters will be held
accountable,'' said John Torgan, spokesman for the environnental
group Save The Bay.

Last year, the NOAA estimated the environnmental restoration costs
woul d be $28.3 million. The settlement was | ower partly due to
new, cheaper cost projections, state officials said.

Al so, parts of the |latest restoration plan such as scallop and
oyster replacenent were scal ed back, said Charles Hebert, of the
U S Fish and Wlidlife Service. Quahog replacenment will be

conpl eted and has a better chance to succeed than the other
shel I fish projects, Hebert said.

A $5 million contingency fee in NOAA's original estimate to cover
unf orseen costs was not needed, state officials said.

A separate agreenment by Eklof and its subsidiaries to pay about
$10 mllion in damages to 110 | obstermen whose |ivelihoods were
hurt by the spill was approved Tuesday in federal court.

To date, Eklof and its insurers have agreed to pay about $50.5
mllion in damages, fines and other spill-related costs,



including a $9.5 million payment that prosecutors said included
the largest environnmental fine every issued in New Engl and.
Still unresolved are a civil suit and another claiminvolving a
total of 58 | obsternen, shellfishernmen and ot hers.
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Fi nanci al Services, Managed Care Top Contri butors

Banks, insurers, nanaged care firnms donate nmillions to | awrakers
as major |egislation weighed in Congress in 1999

by Jonathan D. Sal ant
Associ at ed Press

WASHI NGTON (AP) —The financial industry spent $100 million this
year in its successful effort to get Congress to knock down
Depression-era barriers and | et banks, securities firns and

i nsurance conpani es nerge and sell each other's products.

The price of persuasion for a coalition of health, insurance and
busi ness groups opposi ng new regul ati ons on nmanaged care health
plans: $30 million during the first six nonths of 1999.

Heal th care and banking were two top issues of the just-concl uded
congressi onal session, and the industries nost affected by the

| egislation spent mllions of dollars during the year in |obbying
expenses and canpai gn contri butions.

" Those who plow in | ots of nbney have a wei ghted advant age our
Foundi ng Fat hers never intended,'' said Rep. Christopher Shays,
R-Conn., the | ead House GOP sponsor of |egislation to overhaul
canpai gn finance rules.

Fi nanci al Ref orm

Trying to pass legislation to renove Depression-era barriers that
barred banks, insurance conpani es and investnent firms from
mer gi ng or conpeting agai nst each other, the financial industry
spent $187, 000 per |awraker this year on | obbyi ng expenses and
campai gn contributions. That's according to Public Disclosure, an
Internet consulting firm and the Canpai gn Study G oup, a group
of former journalists who conduct research for nedia

or gani zati ons.

An Associ ated Press conputer analysis of data fromthe Canpai gn
Study Group found that supporters of the banking |egislation
received far nore in contributions fromfinancial interests than
di d opponents. Conplete figures were avail able for |obbying and
campai gn contributions through the first six nonths of the year,
whil e several political action commttees —but not all —also
have reported canpaign contributions for the third quarter.

Senat ors who supported the final bill averaged at |east $38, 000



i n canmpai gn contributions fromthe financial industry between
Jan. 1 and Sept. 30, conpared with an average of $6,000 for those
who opposed the bill. In the House, supporters averaged at | east
$17,900 fromfinancial interests, while opponents averaged

$6, 700.

""Not since the telecomact of 1996 has so nuch noney been spent
by so fewto the detrinment of so many,'' said one bill opponent,
Rep. Maurice Hinchey, D-N.Y. "~ The bill itself is a billboard for
canpai gn finance reform’

Not Al Accept

Not so, argued one of the measure's main proponents, House
Banki ng Comittee Chairman Janes Leach, R-l1owa, who noted that he
doesn't accept political action commttee contributions.

"“This bill has the strongest public protection elenents of any
pi ece of legislation in nodern tinmes in finance,'' Leach said.
O all the approaches to financial nodernization, this is the
nost pro-public. And there is a paucity of special-interest
provisions. "'

Despite all the noney spent, the Anerican public didn't weigh
into the fight over overhauling the financial industry, said
Shei |l a Krunhol z, research director for the Center for Responsive
Politics, a nonpartisan research group that studies canpai gn
finance. Rather, the entire battle was fought between industry

| obbyi sts and nenbers of Congress, she said.

"“It's a classic,'' Krumholz said. "~ “Not only are people not
payi ng attention, but the |obbyists are such heavy hitters. There
is such enornous and wealthy interests that the politicians are
eager to collect campaign re-election funds from'

Efforts to regul ate managed heal th care organi zations, on the
other hand, did attract the public's interest. Polls show health
care is consistently anong the top two or three issues of concern
to potential voters.

Still, the health care industry won when Congress didn't pass a
bill. Menbers of the Health Benefits Coalition —which represents
health care, insurance and busi ness organi zati ons —spent $28.5
mllion to | obby and gave $1.5 nmillion to federal candidates

bet ween Jan. 1 and June 30. That conmes out to $56, 000 per

| awraker .

The Senate legislation, criticized by consuner groups and
Denocrats as supporting the health industry and failing to
protect patients, passed 53-47, largely along party lines.
Supporters of the bill received an average of at |east $27, 000
fromthe health care industry —including nmenbers of the Health
Benefits Coalition —through Sept. 30, while opponents averaged
$2, 300, the AP conputer analysis showed.

Ri ght to Sue HWVD

Li kewi se, while the House eventual |y passed bipartisan

| egislation that would give patients the right to sue their
heal t h mai nt enance organi zati ons, |awrakers first rejected three



substitutes that would have weakened the bill's consuner
protections. In all three cases, |awrakers who backed the

rej ected versions averaged hi gher contributions fromthe health
i ndustry than those who voted agai nst them

Rep. Bill Thonmas, R-Calif., chairman of the House WAays and Means
heal t h subconmmittee, questioned the correlation between
contributions and votes.

" Just because sonebody votes a certain way doesn't nmean they're
bought,'' Thomas said. " "They could see the world the sanme way.'
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Jackson Urges More Community Investnent By Insurers

by Peter Al an Harper
Associ at ed Press

NEW YORK —The Rev. Jesse Jackson is pressing major financial
institutions to ante up trillions of dollars for investnents in
m nority businesses and nei ghbor hoods.

Jackson said it's tine to harness the legal commtnents of the
federal Community Reinvestnent Act, a |law requiring banks and

i nsurance conpanies to | end noney and nake other investnents in
nei ghbor hoods where they do business, especially | owincone
areas.

Strengt hened community reinvestnent requirenents are part of a
recently passed financial overhaul bill, which w ped out
Depression-era restrictions that prevented nmergers between banks,
brokerage firnms and insurers.

"W nust see to it that the powerful business proposition
created for the private sector |eads to an equally powerfu
commtment to the communities in which they do business,"
Jackson said at a news conference previewing his third Wl

Street conference, to be held in January.

That conmitnent neans, Jackson said, not only aiding housing but
using mnority advertising agencies, nedia and construction firns
and mnority |lawers and accountants.

"By using the full range of our econom c services, we enhance
our communities' econom c devel opnent,'' Jackson said.

President Clinton is expected to address the conference,
schedul ed for Jan. 12-14. Also scheduled to attend are Treasury
Secretary Lawrence Summers, SEC Chairman Arthur Levitt. Sanford
I. Will, the co-chair of Ctigroup, and C. M chael Arnstrong,
chi ef executive of AT&T.
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Gov. Whitman Nomi nates NJ Commi ssioner For State’'s H gh Court

by Kat hl een Cannon
Associ at ed Press

TRENTON, N.J. (AP) —CGov. Christie Witnman has nom nated Banking
and | nsurance Conmi ssioner Jaynee LaVecchia to be to the newest
state Suprene Court justice.

If confirnmed by the Senate, LaVecchia will replace outgoing
Justice Marie Garibaldi, who announced she will step down Feb. 1.
LaVecchia, of Mrris Townshi p, has headed the Departnent of
Banki ng and | nsurance since August 1998. Previously, she was
director of the Division of Law in the Attorney General’'s Ofice,
acting as that office’ s top counsel. She also served as the
state’s chief admnistrative | aw judge.

“I"'mstill a bit nunmb from hearing Gov. Whitnman ask the question
that every |lawer would be thrilled to hear, which is would you
be willing to serve on one of the finest courts in the nation,’’

the Rutgers Newark Law School graduate told reporters.

Candi date’s Credential s

Wit man sai d she nom nated LaVecchi a because she possesses a
conbi nation of a command of the law, a feel for real life issues
and a handl e on public policy.

"“Jaynee has constantly distingui shed herself for her acunen, her
honesty, her conpassion and her comm tnent,’’ Whitman said.
During LaVecchia' s tenure in the Departnment of Banking and

| nsurance, the state enbarked on an anbitious auto insurance

ref orm program

She has handl ed cases in state and federal courts, and witten
nore than 90 opi nions as chief adm nistrative | aw judge.

Wil e she worked in the Attorney General’s Ofice, LaVecchia had
arole in the approval of the controversial nerger of the HP
Health Pl an of New Jersey and PHP Heal thcare Corp. that led to
the death of H P and stranded 165,000 patients wi thout health
care. She later told a Senate commttee that it is unfair to
judge in hindsight the actions of state officials on that deal.
Senate Denocrats did not bring up LaVecchia’'s involvenent in the
H P controversy, and generally enbraced Wiitman’s nom nati on
""She is a solid nom nee whose record of acconplishnent and

convi ction appears to be a good fit for the Suprenme Court,’’ said
Senate Denocratic Leader Richard J. Codey, D- Essex.

Senate President Donald Di Francesco said he hopes the Senate wll
confirm LaVecchi a’s nom nation before the current Legislative
termexpires Jan. 10.

"I know her work and her background,’’ he said. "~ She has great
experience at all levels and she'll make a terrific nenber of the
New Jersey Suprene Court.’’

"1 have no problemw th that,’”’ she said of her nom nee’s
deci si on.

Garibaldi’s decision to step down five years before the nandatory
retirenment age of 70 gives Wiitman still another opportunity to



| eave an inprint on the Suprene Court. She has al ready nom nated
four justices; LaVecchia is her fifth.

Whi t man sai d when she chooses her nomi nees she | ooks for someone
with intellect, who is bal anced, and who understands the rol es of
the different branches.

"“1t’s inportant for the court to understand the separation of
powers and understand their job is to interpret the | aw and not
to make the law,’’ she said. There is no litnus test as far as

i beral, conservative, activist or not. Anyone can surprise me at
any tinme,’’ Witnman said.

She sai d she does not choose noni nees on phil osophi cal grounds
and she did not ask LaVecchia her views on abortion.

The governor said she did not purposefully choose a wonman for

t he vacancy. Garibaldi was the first female justice, and was

| ater joined on the bench by Chief Justice Deborah Poritz and
Associ ate Justice Virginia Long, both Whitman nom nees.

Limts and Coverages

Ceneral Liability:

« GL Limts up to $1, 000, 000/ $2, 000, 000

* $25, 000/ $50, 000 Sexual Mbl estation Coverage | ncluded

e Optional Sexual Mlestation Limits to $1, 000, 000

* Professional Liability Coverage |ncluded for NO Additi onal
Char ge

e $1,000 Medical Paynents At No Charge

* Rated on Daily Average Attendance

Property:

e Optional Building/Contents Coverage

* Special Form Avail abl e

* Repl acenent Cost for Personal Property Avail abl e

*» Defense Qutside the Limts on Child Mlestation at Limts of
$500, 000 and $1, 000, 000

| nsurance Ti mes
January 4, 2000
Vol. XIX, No. 1

Editorial Opinion Hearts and M nds

When Don Petteway one recent norning opened a cardboard envel ope
addressed to no one in particular, the mail center assistant at
State Farm s regional office in Duluth, Ga., was in for a couple
of surprises.

The first was the 5-inch stack of $20 bills that fell out. "I did
a doubl e take, then |I |ocked the nobney up in a desk until the
assi stant nmanager cane to work," Petteway said. Later, when the
cash was counted, the total cane to $5,520.

The second surprise was the anonynous note. The witer explained



the noney was "restitution"” for a | ess-than-honest claimnmade
years ago. The witer said that having becone a Christian, "I
cannot have peace until | (have) paid back what | owe, plus
interest.”

"I realize that it is dishonesty which causes insurance rates to
be so high," the former claimant added. The noney was placed in a
fund earmarked for general clai mexpenses.

The National Insurance Crine Bureau estimates that property-
casualty insurance conpani es pay about $20 billion a year for
fraud-rel ated cl ai ns-and that nmeans higher premunms for their
cust oners.

Most of this noney is never recovered. If an insurer has evidence
that a claiminvolved insurance fraud, it may try to recover the
cl ai m paynent. And then there are cases such as that of the
letter witer in which a guilty conscience seem ngly notivates
sonmeone who had cheated an insurer to give the noney back

How often does this happen? "It's not an everyday occurrence, but
it's not rare either," according to Frank Hall, assistant vice
president in charge of special investigative units for State Farm
and a veteran clai ns managenent person

"“I've been involved in a nunber of cases like this, and |I've
noticed that a I ot of them cone up during the holiday season. It
seens like this is a tinme when sone people want to atone for
their past sins, and that m ght include defrauding an insurance
conpany. "

Anot her fairly conmon scenario, Hall said, is a person who had a
subst ance abuse probl em and cheated State Farm because he was in
financial trouble, but is now going through a recovery program

t hat encourages repentance and "making things right." "A priest
who had defrauded us out of $5,000 on a theft claimreturned the
nmoney in a situation like this," he said.

"What ever the reason, we're always pl eased when soneone who had
commtted insurance fraud realizes that honesty is the best
policy and tries to do the right thing. The vast mgjority of our
policyhol ders are honest, but when sonmeone who has been di shonest
sees the light and wants to nake anends, that's great. Honesty in
making clains is one thing that hel ps us keep our prem uns as | ow
as possible.”

On occasi on, however, the outcone of a "guilty consci ence" case
isn't what mght be expected. Earlier this year, a man sent State
Farm a check for $10,000, explaining that he had torched his car
about 20 years ago and clained the fire was accidental. But he
evidently had a change of heart; before State Farm coul d cash the
check, he stopped paynent on it.

For those who have been around awhile, the news that the
Massachusetts Associ ati on of |nsurance Agents has stopped
affiliating with PIA National is fraught with enotion

As Bruce Cochrane said of the decision, “My heart said ‘no’ but
nmy head said ‘yes’.”



Cochrane and 23 other “heads” on the MAI A board unani nously

deci ded that paying dues to both Il AA and Pl A was wasteful. They
determ ned they got nore for their noney fromIIlAA It wasn't
even cl ose when they conpared services fromthe two nationa
associ ati ons.

But in the hearts of agents across New England, PIA will always
be close. They renenber the fast-grow ng | ndependent Muitua
Agents of New England (I MANE) and its successor, the powerfu
Prof essi onal | nsurance Agents of New England (PIANE) with its
conventions that rival ed national gatherings.

Who can ever forget Hap Petrarca and the nmany Pl ANE | eaders over
t he years?

They will not be forgotten. Their |egacy can be found in many of
the programs and ideas at work in agencies and conpani es across
the region to this day.

As MAI A's Frank Mancini notes, his association bl ended the best
fromthe two associations when it was forned by a nmerger back in
1992. He and others hoped that this experience would be a nodel
for merging 11 AA and PIA. Thay way, the best of both national
organi zations coul d be preserved.

PIA still has a strong presence in Conn., N.H, NY. and N J. but
| osi ng Massachusetts, its largest state affiliate, is bound to
affect PIA and the services and prograns it can offer. Yet, PIA
| eaders stubbornly still avoid talking merger with I1AA

Qur head knows that MAI A nmade the right decision for its nmenbers
in terns of how best to spend the state group’s tinme and
resources.

Qur heart wishes it had not cone to this for PlIA
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Enpi re Bl ues Pays Fine

NEW YORK —Fhe new York | nsurance Departnent has fined Enpire
Blue Cross & Blue Shield $1.25 million for violations of the New
York State Insurance Law. These violations occurred during the
period fromJan. 1, 1997 to Dec. 31, 1998.

According to the stipulation, the conpany failed to make proper
adj ust ment s between guaranteed rates and approved rates within 12
mont hs after the end of the contract year or contract term nation
if earlier for certain Blue Choice HMO Group contracts
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I nsurers Boost SDI P Discounts; Trust Di scount Hearing Del ayed



by C. A Soule
| nsurance Ti mes

BOSTON — Several insurance conpanies selling auto insurance in
Massachusetts increased the discounts they offer consunmers in the
wani ng weeks of Decenber, cleaving nore closely to the 6%

di scount offered the state’'s best drivers (Step 9) by 14
conpani es, including Liberty Miutual |nsurance Co. and Comrerce

I nsurance Co.

Hanover | nsurance Co. and Hol yoke Mutual |nsurance Co. increased
their discounts from5%to 6% while Arbella Miutual | nsurance Co.
increased its filing from4%to 6%

MassWest decided to discard its previously filed 6% di scount for
a 10% of feri ng.

Compani es have chosen not to match Amica Mitual |nsurance Co.’s
15% offer for the state’s best drivers, a marketing push which
the Lincoln, R1I. insurer says netted it a 5% increase inits
Massachusetts market share |ast year.

John Donahue, chairman of Arbella |Insurance Group, said that
price is not everything. “Custoners |ook at the whol e package,”
Donahue said. “Arbella offers good service, with over 500
commtted agents. W have not seen a |oss of any market share to
Amica in the | ast year. *

Trust | nsurance Co. postponed the hearing on its proposed 6%

di scount to Step 9 drivers, saying it needed to “supplenment” its
filing. The nove raised eyebrows in the industry, in light of the
company’s 1999 surplus shortfall and its attenpts to lure a
buyer.

WIlliamE. Ryan, a Trust spokesman, said that the conpany wanted
to re-examne the ratios it used in making the filing. The nove
came, however, after the conpany was reported to be mulling an

of fer from New York-based Al G to purchase Trust.

~~ Mass. SDIP Di scount Filings

Conpany Step 9 Step 10 Step 11 Step 12
Ani ca 15 5
Arbell a 6 2

Ber kshi re Mut ual 6

Casco Indemity 1
10 8

caJ

Cl arendon Nati onal
CNA

Commer ce
Conmonweal t h Mut ual
El ectric

Fi reman's Fund

Fi t chburg Mitua
Hanover

Hol yoke Muitua

2 12

N
©
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Hor ace Mann/ Teachers

1

Li berty Mt ual 6 2
MassWest 10

Met ropolitan P&C 6

Nati onal Grange 4

New Engl and Fidelity 6.5 2.5

Nor f ol k & Dedham 5

Peopl e' s Servi ce 6

Pl ymout h Rock 6 2
Prem er 8 4
Qui ncy Mut ual 7 3
Saf ety 6 2
Sentry 6 2
Tr ust 6 2
USAA 15 10
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St. Paul Acquisition

SAINT PAUL, M nn. —Fhe St. Paul Conpani es has agreed to acquire
MM Conpanies, Inc., a Deerfield, Ill.-based provider of

i nsurance services to the healthcare industry.

In the 12 nont hs endi ng Septenber 30, 1999, MM reported net
witten premuns and fees of $432 mllion
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PIA O NH President Donal d Fl anders

Concerned about industry consolidation

WIl fallout fromthe consolidation trend erode the tradition of
New Hanpshire, and other New Engl and states, as strong agency
conmpany territories?

by Penny WIIians
| nsurance Ti mes

LACONIA, NNH — Donald Fl anders has been around for awhile and
seen a | ot of change, good and bad, and the veteran agent knows
there is nore to cone.

Thr oughout his 44 years in the insurance business, what has kept
hi m nost optinistic about the industry is what has not changed:
the preference of his state’s consuners for independent agents.
He is now worried that this independent agent tradition of his
state is being jeopardi zed by the continued consolidation of



i nsurers.

Fl anders, who is president of Byse Agency in Laconia, is also the
president of the Professional |Insurance Agents of New Hanpshire
(PIANH). The title isn't really all that new for him however.
Back in 1976 when there was a regi onal |ndependent Mitual Agents
of New Engl and (I MANE- which | ater becane the Professiona

I nsurance Agents of New England), |ong before the break-ups and
nergers of agent groups began, Flanders served as | MANE
president. He has also served as state national director for

Pl ANH.

Chal I engi ng Ti ne

Citing alternative marketing, new competition and reduced agency
val ues, Fl anders concedes these are challenging times for

i ndependent agents and their regional agency conpani es.

Despite all the dramatic changes, he insists, agents remain well-
positioned.

“Fortunately, what remains the sane is the fact that nost of our
custoners still see the val ue-added of doing business with a

| ocal, independent insurance professional. There is no way a
facel ess 800 nunber or direct mail canpaign can match the | eve
of service or offer the variety of options that we can provide.”
Yet, he warns, cut-throat conpetition coupled with dimnished
investnent returns is putting pressure on regional conpanies to
consol idate and this could eventually reduce the options

avail able to agents and consuners who have grown accustoned to
doi ng business with | ocal people.

“This may be the primary chall enge facing property and casualty
i nsurers today,” he said.

“The trend toward industry consolidation calls into question the
survival of our traditional regional carriers and stand-al one
entities,” he observed. Wth conti nued ownershi p changes,

deci sions increasingly will be nade at nore renote |levels. The
pressure on New Hanpshire agents to conbine with other agencies
in some fashion will grow in order to satisfy vol une

requi renments, he predicts.

Erode Tradition

He fears that the fallout fromthe consolidation trend could
erode the tradition of New Hanpshire, and other New Engl and
states, as strong agency conpany territories. Regional agency
conpani es wote 37 percent of the property casualty business
conpared to 29 percent for national agency conpani es and 34
percent for direct witers, according to AM Best.

Wil e these may be trying tines for agents and insurers,
consuners have never had it so good, Flanders contends.

“I'f anything, consumers’ challenges lie in having to wade through
and sort out the nyriad offers and distribution channels.*

He warned, however, that custoners should be “wary of the

mar keti ng trend which suggests that buying insurance is

equi val ent to buying a sofa or a new jacket. Selecting the
correct insurance product is fundamental to the financial



security of famlies and businesses. It is a disservice bordering
on irresponsibility to represent it as a 15-m nute operation that
can be undertaken on a do-it-yourself basis. Needs change,
situations change and the policy you bought |ast year may no

| onger be the policy you need. W as independent agents have to
reinforce with consunmers the perils of mail-order, cookie-cutter
t hi nki ng.”

Fl anders is struck by the nunber of new conpetitors agents face
today, noting the nost recent entry the student | oan program
Sallie Me.

“Virtually every association has specialized insurance prograns
tailored to its menbers, whether AAA and AARP for personal lines
or trade and professional groups for business coverage,” he

decl ared. “Car manufacturers, CPAs and credit card conpanies are
getting into the act. Facilitating these deals are the strategies
of insurance conpani es including traditional agency conpanies,
which are striving to get access to |arge groups of potenti al
custoners, preferably at or near sone point of sale.”

Fl anders believes that conpanies opting to invest in alternative
di stribution nmethods are “m sgui ded” and maintains that even

mul tiple distribution conmpanies are finding that professional
agents “still produce the nost profitable business at the |east
cost.”

I nvest in Technol ogy

Compani es woul d be wiser to invest nore in technology than in

mul tiple distribution, he believes.

“Qur industry finally appears to be enbracing the Internet as a
means of communi cating not only with custoners, but with one
another,” he said. “Moving to an Internet platformfor agency-
company conmuni cations has the potential to greatly reduce costs
and i ncrease efficiency.”

Conpani es that don’t catch the technol ogy express will be left at
the station sinply because outdated proprietary systens are
sinply too expensive for agencies to do business with when
conmpared to what the Internet offers, he added.

“Investnment in the technology that will further reduce that cost
for agencies and conpani es ali ke should be the focus of conpanies
which currently owe their existence to the agency force,” said

Fl anders. “Agents do not like to see their partners of 20, 40 or
nore years making deals and rolling out systens that directly
undercut their agents’ relationship with their clients.”

Fl anders has enpathy for fell ow agents who have worked hard to
build their businesses over the last 10, 20 or nore years only to
be faced now with an environnment where the value of their
agenci es i s down.

“From an agent’s perspective, the nost dramatic change has been
the reduction in the value of agencies and the change in their
val uation nethods,” Flanders said. “Today’'s price is not based on
the agency’s track record. Instead buyers require sellers to
share sonme of the business risk through a retention-based pay-
out. These changes have agents working harder to stay even, while



feeling | ess secure.”

Agents not interested in selling their agencies are beset by
pressures to nmerge, cluster or otherw se conbine forces with

ot her agencies. He notes there are about the same nunber of

i nsurance agency enpl oyees in the narketplace, but agencies are
| arger and fewer.

“Every agency,” said Flanders, “westles with the probl em of
gai ni ng negotiating | everage with conpani es and keepi ng t hem
satisfied; realizing econom es of scale; and maintaini ng
nmonentum O ten the answer is to band together.”

Regul at ory Chal | enges
Regul ators, too, face chall enges and changes, adds the Pl ANH
| eader. Wil e New Hanpshire has an “excellent” regul atory

environment in his opinion, he expects the state “will be
af fected by outside forces which are quietly working toward a
dual, if not a predominantly federal, regulatory schenme. This

will go deeply against the grain here.”

As president of PIANH, he said his main goal is to run the
organi zation so that “it vigorously represents the interests of
its nenbers and provi des those nenbers with the infornation and
servi ces they need.”

“lI feel the greatest hurdle will cone fromindustry forces which
are working counter to the best interests of the independent
agent,” he said. “W will need to be pro-active in comunicating

to consuners the value of obtaining insurance counseling by
professionals, and to comuni cate the business sense it nmakes to
sell through a | ow overhead, self-notivated sales force.”

Fl anders sees an inmportant role for the PIANH and Pl A Nati onal
associ ati ons. By keeping focused on the needs of its nmenbers, he
said, “we mmintain an i ndependence that allows us to coment
frankly on industry devel opnents as we see them”
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Al liance: OEM Cost 60% More Than Ot her Parts

A new study by the Alliance of Anerican Insurers denonstrates
that original equiprment manufacturer (CEM parts cost an average
of 60 percent nore than identical certified aftermarket parts.
The new study is a followup to the Alliance’ s annual cost study
of replacenent parts, which has identified the higher cost of
CEM parts by estimating the cost of rebuilding a car with these
parts. This figure is typically triple the origina

manuf acturer’s suggested retail price. In 1999, the subject of
the Alliance study was a new Toyota Canry LE. The nmanufacturer’s
suggested retail price was $23,263. However, if rebuilt with OEM
parts, it was found that the car would cost $101, 335. 55—Dre than
four tines the original retail val ue.



The Alliance recently conm ssioned a new study that shows the
CEMs charging 60 percent nore than distributors selling identical
certified aftermarket parts.

“Incredi bly, the CEMs expect consumers to pay 60 percent nore
just for the ‘privilege’ of buying a part with their |abel on
it,” said Kirk Hansen, Alliance director of clainms.. “The car
conpani es don't even manufacture repl acenent parts thensel ves.
They subcontract out their replacenent parts to i ndependent

manuf acturers, in the U S. and abroad—wany of which are the very
same nanufacturers producing aftermarket parts. How can Detroit
slander the quality of afternmarket parts when they buy parts from
the sanme sources and stick a ‘Genuine Part’ |abel on then®?”
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P/ C Loss Ratio Rose In 3d Quarter

The property/casualty industry’s conbined ratio rose in the third
guarter of 1999, and net premuns witten increased, according to
A M Best Co. data. At the sanme tine, surplus declined 3.6% since
year-end 1998.

The industry’s reported conbined ratio for the nine nonths ended
Sept. 30, 1999, was up nore than two points, to 106.3 from 104.1
in the conparable prior-year period. A 2.2-point increase in the
| oss and | oss-adj ustment expense ratio drove the increase in the
combi ned rati o.

“The loss-ratio increase is larger than it had been after six
mont hs due to a deterioration in |oss reserves and catastrophe
losses in the third quarter of 1999,” said Karen Horvath, a vice
president in AM Best’'s property/casualty division.

However, catastrophe |osses for the year are 1.1 points | ower
than the first nine nonths of 1998. Catastrophe | osses during the
first three-quarters of 1999 were $7.4 billion conpared to $9.6

billion in the sane period in 1998.
“Reserve corrections, conbined with the continued inpact of price
competition, are still the leading drivers of loss-ratio

deterioration,” Horvath said.

The deterioration in both cal endar-year and acci dent-year results
is consistent with AAM Best expectations, but nodestly exceeded
earlier projections. As a result, based on the nine-nonth
results, A°M Best believes its originally projected conbi ned
ratio of 106.8 for the full year will be nodestly exceeded.
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AlG Ofers Mass. Brownfields Act Coverage



American International Goup, Inc. (AlG has announced that Al G
Environnmental, a division of the Anerican | nternational
Compani es, will provide environnental coverages in conjunction
with the Conmonweal th of Massachusetts' Brownfield Redevel opnent
Access to Capital (BRAC) program

BRAC | egi sl ation supports private financing for the renedi ati on
and redevel opnent of contam nated property. The programis
admi ni stered by the Massachusetts Busi ness Redevel opnent
Corporation, a private corporation that provides financing and
financial services to grow ng conpanies.

Al G Environnental will offer conpanies participating in the BRAC
program envi ronnmental insurance coverages designed to insure
devel opers for escal ating cl eanup costs or unknown | ega
liabilities and cover lenders for |oan defaults on properties

wi th environnmental conditions. Coverages offered through the BRAC
program are intended to address the environnmental liabilities
related to brownfield redevel opnent, hel pi ng pronote private

fi nanci ng.

“Lenders and devel opers often fear their involvenent in
brownfi el d redevel opment projects will ultimately result in
responsibility for the clean up of contanination they did not
create, which nakes it difficult to obtain the capital necessary
to devel op these properties,” said Joseph Boren, President, AG
Environmental . “The availability of insurance coverages through
t he BRAC program can hel p ease these concerns and facilitate the
financing and efficient conpletion of renediation projects.”
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E- Commerce Pl aces New Denmands On Underwiters

| npacts notions of theft, privacy, copyright, business structure
and ot her | osses

NEW YORK, Nov. —Liability insurance underwiters, risk managers
and i nsurance brokers nust understand how the Internet works and
t he uni que set of challenges it presents to commerci al

organi zations and their insurers, panelists told a packed room at
the 12t h Annual International Conference sponsored by the
Professional Liability Underwiting Society (PLUS).

There are few barriers on the Internet and this creates an
opportunity for m suse, noted Enmily Freenan, senior vice
president and national practices |eader, for e-conmerce at Marsh,
descri bing the ways in which the Internet denands a new way of

| ooki ng at risk exposures.

Anonynous Users
Freeman pointed out that the Internet is a fertile ground for



“scanms and other crines. It is growng so fast that it difficult
to keep up with the players in any market and its technol ogy

all ows users to remai n anonynous, she observed. But the threat
doesn’t always come from outside the organization

“W tend to associate conputer crimes with 15-year-old hackers
but at |east 50 percent of attacks on systens conme fromtrusted
i nsiders,” said Freenan

The Internet insurers have expanded the traditional notion of
perils and | osses caused by fires and w ndstorns, she said. “But
el ectronic theft, unauthorized di sclosure and danage to

el ectronic data can hurt a business as severely as a w ndstorm”
she expl ai ned, unless there are systens in place to assure the
confidentiality and security of information

Local Advertising Laws

O her concerns, she said, include the possibility that conputer
viruses will be unleashed to test security systens and that
conpani es narketing globally will run afoul of local content and
advertising laws. As an exanple she cited the prohibitions in
some countries against conpetitive advertising which woul d
precl ude the use of ads that suggest conpetitors are not as
conpet ent .

James H Kallianis, Jr., a partner at the law firm of Bates
Meckl er Bul ger & Tilson, discussed insurers’ use of the Internet
and of fered reasons why conpanies use it nostly to distribute
information rather than for transactions.

“A major factor has been the industry’'s resistance to change,”
he said, “and the threat of disinternediation —elimnating the
m ddl eman —or in D& and commercial liability, changing or
limting the nmiddleman’s role.”

Equal ly inportant are the regulatory linmtations placed on
carriers and agents and brokers, Kallianis noted. Quoting a
sayi ng that applies to businesses that rush their products to
mar ket, ~Ask forgiveness, don’t seek pernission,’ he said
“insurers operate in a slow regul atory environnent where
perm ssion is al nost always necessary.”

In addition, they must conply with each state’s rules and
regul ations, in particular, Unfair Trade |Insurance Practices
which in sone cases may be unique to a single jurisdiction, he
said. Kallianis also observed that insurance regulators are
slowy recognizing the need to allow insurers to participate in
the el ectroni c age.

The National Association of I|Insurance Conm ssioners has issued
some reconmendations, primarily in the area of security and
privacy, he said.

Copyright Liability

Joseph Louis Kish, a nmenber of the law firm of Severson &
Werson, suggested that sone insurance industry professionals my
perceive the risks of doing business on the Internet as greater
than the benefits of e-commerce. He enunerated sone of the many
areas in which insurers may face legal liability, including



copyright and trademark infringenment, m sappropriation of trade
secrets, breach of contract and privacy.

On the subject of copyrights, he said, “If you' re using the
Internet, you nust know what the |aws say about copyri ght

i nfringenent. Copyrights are infringed when copyrighted materia
is used without the owner’s perm ssion” to advance busi ness
ventures. “It’s easy to do because the material is so readily
avail abl e,” Kish expl ai ned.

Privacy is beconing a major issue here and abroad, Kish
conti nued.
“Consuners want to know what you do with the information you get
fromthem?”

Lawsui ts have been fil ed agai nst banks in M nnesota and
California alleging msuse of sensitive conputer data. “Wile
these suits have so far naned financial institutions and credit
card issuers, other industries may becone targets, including
i nsurance conpanies, if insurance conpani es use custoner data in
t he same manner,” he war ned.

In considering liability insurance coverage for |nternet
exposures, “it's critical to identify the policyhol der’s network
activities and the coverage triggers associated with these,” said
Gregory F. Ganble, vice president, mscellaneous E&O, Reliance
Nat i onal
“The Internet represents a new business structure that requires
di fferent ways of thinking about fam liar coverages,” Ganble said

There is a difference between the digital and material worlds, he
not ed.

“Data can be w ped out by digital exposures,” said Ganble. “W
have to ask ourselves how and whether traditional coverages, such
as business interruption and errors and om ssions, respond to
cyberspace activities.”

One solution is affirmati ve coverage grants that state actua
coverage, he suggested. Another is to define, but not necessarily
restrict, what is meant by property and data. “Definitions are
stabl e even though the pace of change is rapid,” Ganble said.
“They can hold true years later, sonetines with only m nor
tinkering.”
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Study Shows Consunmers Shop For Safety |In Autonobiles

In the latest public attitude survey conducted by the | nsurance
Research Council (IRC), nearly eight in ten respondents who
purchased or | eased autos in the past three years rated vehicle
safety as inportant to their purchase decisions. Sixty-eight
percent of auto consuners sought at |east one type of vehicle
safety informati on before naking their selections.



Speci fic Features

More than half (54 percent) of recent auto consuners | ooked for

i nformati on about the specific vehicle safety features of
prospective vehicles, such as airbags or anti-lock brakes. One
in four sought information on the nmanueverability or driveability
of prospective vehicles, while 23 percent obtained crash test

i nformati on.

Interestingly, consumers nost often sought safety information
fromcar sal espeople (37 percent). Qher sources of vehicle
safety informati on used by consuners included Consunmer Reports
(29 percent), newspaper reports and car nagazi nes (18 percent),
aut o manufacturers (17 percent), and friends (15 percent).

Public attitudes on the safety of sport utility vehicles (SUVs)
were also exanmined in this report. Nearly half of all survey
respondents reported that they had seen or heard news stories
about the perfornmance of SUVs in collisions. The reported
content of these stories nost often centered on the high risk of
roll over accidents associated with SUVs and the extensive damage
that nay be caused by SUVs in nmultiple car collisions. However,
public opinion was nixed on whether SUVs provide nore protection
than | arge passenger cars in single-vehicle accidents.

Publ i c i ndecision regarding SUV safety is one exanple of how,
even when information is available and relatively w despread,
consuners can reach different conclusions about vehicle safety.

“I't is clear that consumers are very concerned with buying safer
cars,” comented Elizabeth Sprinkel, senior vice president of the
I nsurance Research Council, “but knowi ng which cars are safer can
be hard to judge.”
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Cost O Risk Rises Even As Markets Remain Conpetitive
Ri sk managers securing higher linmts and insuring new exposures

For the first tinme in six years flat premuns and substantially
hi gher retai ned | osses have driven the average cost of risk in
the U S. upward. This is according to the newy rel eased 1999

RI M5 Benchmark Survey - which is co-produced annually by the R sk
and | nsurance Managenent Society, Inc. and Ernst & Young LLP.

Back to 1996 Rate

After reaching a low of $5.25 in 1997, the average cost of risk
(for respondents other than banks) rose to $5.71 - a rate al nost
identical to that of 1996. This change corresponds closely with
the change in overall operating ratio for commercial insurers —
whi ch declined steadily over the past few years until a junp in
1998 —the sanme tinme the cost of risk is shown to have risen



“Despite the overall cost of risk being higher, the survey
results denonstrate that the market remains conpetitive,” says
James Ganbl e, senior manager with Ernst & Young’ s Business R sk
Sol utions practice. “However, the volatility of self-assuned

| osses may be a harbinger of a turn in market conditions,” notes
Ganbl e.

To take advantage of the conpetitive narket, many conpani es have
opted to shift nore of their risk to insurance carriers by

pur chasi ng guar ant eed-cost insurance or increased limts of
protection.

“Because of the market’s conpetitiveness, risk managers are
securing higher coverage limts with insurers and insuring
exposures not previously considered, such as enploynent practice
liability insurance,” says Sue Anne Mtro, vice chair of the R M5
research commttee, nenber of the Benchmark Steering Conmittee
and manager risk & insurance with The Hi Il man Conpany.

“The increase in the overall cost of risk was driven primarily by
hi gher retained liability |osses,” says Ganble. The study shows
that retained liability |osses for this year's respondents have
increased dramatically - from$1.17 to $1.62. Overall the survey
reports, liability costs per $1,000 of revenues increased from
$1.93 in 1997 to $2.43 in 1998, while average liability prem uns
were roughly flat, increasing only four percent from$0.76 to
$0. 79.

O her key findings in the 1999 R M5 Benchmark Survey i ncl ude:

» Workers conpensation cost-control methods are being wdely
appl i ed.

e Interest in programintegration is rising.

 Enpl oynment practices liability exposures are increasing.

* Service providers continue to specialize.
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Interview Wth Connecticut |nsurance Conm ssioner George M
Rei der, Jr.

Urpiring the industry conpetition
by C. A Soul e

HARTFORD — In a recent interview with InsuranceTi nes reporter
C. A. Soul e, Connecticut Insurance Comm ssioner George M Reider,
Jr. reflected on the past year, including industry issues, the
regul ati on of insurance in Connecticut, and his role as head of
t he National Association of Insurance Conmm ssioners in 1999.

What do you feel were the key issues facing the insurance
i ndustry in 19997

On financial nodernization...



I think the nost significant happening was the financi al
noder ni zation bill that was ultimately adopted by the House and
the Senate and signed by the president. The [National

Associ ation of Insurance Conm ssioners] has spent considerabl e
effort over the |ast several years to present to Congress our
concern that functional regulation remain in place.

As the bill turned out, if we had our druthers we would have sone
thi ngs changed a bit, but | think it clearly preserves the state
oversi ght of insurance, and protects consumers.

Citigroup...

A significant happening that occurred not this year, but a year-
and-a-half ago (and it all ties together), was the
Travelers/Citicorp nmerger, formng Citigroup.

The wi ndfall was that we have been able to work very closely with
the Federal Reserve Board. So while the Congress was noving
toward financial nodernization, and the question was, “who is
going to be the regulator of that,” we have been able to show
that we can work together, and we have devel oped a remarkabl e
wor ki ng rel ati onshi p.

There is a difference between protecting a depositor or an

i nvestor, and protecting a policyholder. It is a different
arena, and they can't be intermingled. | think the |egislation
draws a wall so that we can | ook after policyholders and their
capital, and their long term protection. If an insurance

company wi shes [to nove capital] fromthe insurance armto the
banki ng arm and they can show that they can nove capital
appropriately, we wuld allow that.

Confidential information...

W were the first state to sign an agreenent with the Federa
Reserve that allowed for an exchange of confidential information
You can’t regulate effectively if you do not have a full hand,
and in this instance we were able to reach an agreenent between
the state and federal governnent on the exchange of confidentia
financial information.

I don't think you will suddenly see nergers of all the banks and

all the insurers. | think what you will rather see is a very
measur ed approach. You'll see strategic alliances being formned
between different interests. | think it’'s going to be nore an

evolution than a revolution, and I think that is good.

But if there is a change, we are prepared to | ook at that, under
the law we have the authority to ook at that. Wereas when the
| egislation was originally proposed, we didn’t have “affiliation
authority.” |If a bank wanted to cone in to Connecticut and buy a
conpany, they could cone in wi thout any involvenent of the state
regulator. One of the things we worked very hard on at the NAIC
was that citizens of the state should have the benefit of know ng
that their regulator has had a chance to |ook at it.

Mergers and acqui sitions
My predecessors tell ne that in four-and-a-half years as



comm ssioner, | have overseen nore change in control, [including]
affiliations, nergers and acquisitions, than if you conbi ned al
the conmmi ssioners in the 135-year history of the departnent. |
think it speaks to the tinmes that we are in, and | don’t think
that’s bad. Certainly it is a challenge, but it points out that
the world i s changing.

[In Connecticut], we are in the eye of that. Here in Hartford we
have major carriers in all lines of insurance, and downstate we
truly are the United States capital of the reinsurance world,
with the large conpanies that are concentrated there.

What were key acconplishnents of the Connecticut Departnent of
I nsurance in 19997

On conpany and agent licensing, the effect on the market, and
sharing information..

[An} itemthat’s been inportant is for each of the states to try
to becone nore efficient and nore effective and gain greater
commonal ity, so that we don’t have peopl e junping through 50

di fferent hoops. I think we are naki ng good progress. There's
total reciprocity with the state of Connecticut noww th all the
st at es.

W have noved towards the “producer infornmation data base,” which
all ows for the exchange of informati on between a given state and
the conpanies relative to its producers, as well as to share
informati on anong the states. Consuners are best protected when
there is common know edge, so when you have a producer that goes
adrift in a given state, the other states should be inforned
about that as quickly as possible.

SERF. . .

Another area is the SERF [System for El ectronic Rates and Fornmns
Filingl]. Prior to that alnost all the information that cane to
us on rates and forns from conpani es canme to us in boxes and
paper. Today that can be transmitted electronically through the
SERF

Li censing. ..

Four - and- a- hal f years ago, there was a backup of over 100
compani es that were waiting to be licensed in the state of
Connecticut. Since then we have |icensed an additional 170
conmpani es. There were about 75 conpani es that were not accepted,
or withdrew their license application. The point |I nmake here is
that even though we have been successful in licensing, we' ve been
very careful to | ook at each and every application. The benefit
to the consumer is that these conpanies bring greater
conpetition, and conpetition brings a greater availability of
product and a | ower price.

Aut o | nsurance. ..
If you take the auto area for exanple, our rates went down four
percent. CQur assigned risk pool which stood at over 50,000 five



years ago is down in the area of 5000 today. That neans you have
consuners who have richer coverage for a lower price. The market
is reaching into that assigned risk arena and providing people a
voluntary market. | believe in free enterprise because that
creates better conpetition, and conpetition creates better

mar kets for consuners.

Right now, with State Farm and Farner’s com ng to Connecti cut

next year, we have all of the top-25 auto carriers in the country
here in Connecticut. W think that is good, because that is
consistent with a conpetitive market.

Anyone in the auto arena in Connecticut, and in a nunber of other
states, are in a very conpetitive market. They have to be

m ndf ul of the conpetition, regarding their presence, pricing and
product. It’s a challenge when you are in business in a
competitive market. The market is very sophisticated.

On the Internet...

Anot her area that we are challenged with, in all arenas, and
certainly in insurance, is E-conmerce, the Internet. The

Anmeri can peopl e demand that they have the benefit of technol ogy
to buy al nbst everything today, including insurance. W should
not inpede that comerce as regul ators, but what we are required
to do is to make sure that when our citizens in the state of
Connecti cut purchase an insurance product, they have the sane
protections as if they had purchased it in any nore conventiona
way. And that neans we have to | ook after the solvency, and al so
| ook after the market conduct..

Internet site...

W al so have devel oped an Internet site, and we have received a
ot of conplinments. W try to have that be as up-to-date as we
possibly can. There is barely a week or two that we don't do
something to it.

W don’t want to overwhel m people, but the benefit of the
Internet is that if you put it up there, [people] can sort it out
pretty quickly and get to where they want to be. So we have put
alot of effort in that. And the volume of inquiries has grown
considerably. W first started to get 50 or 25 [inquiries], and
today we get as many as 400 or 500. On the average, always 200
to 300.

On Y2K...

Wth regard to Y2K conpliance, | think we are going to be K
There are going to be glitches. There is going to be sonething
you do not expect [that] happens, but generally | believe that
the insurance industry is well prepared, as is the insurance
department, to function without difficulty.

The departnment has been at it for quite a while. W have been
overseen by our departnent of information technology. They give
green, yellow, and red marks, and the departnent has all green
mar ks.

If there are any glitches, we have back-up [systens]. For



exanple, if there were a breakdown in tel ephone, where if people
were calling the departnent and for sone reason could not get

t hrough, we have banks of phones available to us at the NAIC. W
can switch quickly and we will have whatever resources needed to
ensure that people can be in touch.

On continuing education and training...

Qur new continui ng educati on program offered a product that we

t hought did the job. W are |ooking forward to having a well -
educat ed, up-to-date agency force.

I believe in the inmportance of training. |In order to be an
effective regul ator you have to know as much as the people you
regul ate. We have concentrated a lot of time and effort in being
certain that we have the training necessary to being at the front
end. Each of our people in the department [is] required to have
one hour of formal training a week, or the equival ent thereof.

W use state facilities for training purposes, as well as the
NAI C

On consuner outreach and health insurance...

[A} big thing that that we have done here is increasing our
outreach to the public. W have an obligation as an insurance
department to do as nuch in that regard as we possible can

We are going about it in several ways. W have people who spend
a consi derabl e anpunt of their tine going out to senior affairs
to tal k about health insurance, and [nake sure] that people are
not abused by fraud. W’ ve contacted thousands of people in
sessions such as that.

The health insurance arena is an area that consunmes a | ot of our
time today. |If you take the consuner affairs arena and | ook at
it 10 or even 5 years ago, well over 50 percent of the calls
related to property and casualty. Today, 80 percent of the
calls relate to either health or life and health.

We have published a nmanaged care conpari son guide, listing al

t he managed care organi zations, and their market share
Unfortunately, | think there is a lot of rhetoric surroundi ng
health insurance today. |It’'s not always productive, and it is
important for all of us in all parts of the governnent and
business to try to be as factual as we can, and try to educate
and enlighten people on the facts, and not confuse people with

| ess-than-accurate statenents. You hear so nmuch about gag

cl auses, and we don’'t know of one gag clause in the state of
Connecticut. So there is a lot of rhetoric.

On the other hand, there is a responsibility for all of us in
governnment to work hard, to be sure people are properly educated
in the health care arena, and protected. W were the first state
to actually go on-site and do utilization reviews of

or gani zati ons.

On NAIC accreditation of the Connecticut Departnent of |nsurance...
After a very intensive review, we were [accredited] by the NAIC
That was a highlight, obviously. W received very high grades.



That was acconplished through a ot of hard work on the part of
our people, as well as the legislature and the governor providing
addi ti onal resources. The last four years we have had the
ability to hire an additional 40 or 45 people, and that has been
i nportant to us.

WIl the Illinois State Farm court decision affect Connecticut
regardi ng the use of after-market parts for autonobile repair?

I think the key there is that consumers understand what they are
buyi ng. Wenever sonebody is buying a policy, | think it is the
responsibility of the conpany to make sure that, if after-market
parts are part of the program the consuner understands what it
means fromthe standpoint of quality, fromthe standpoint of
price, and that a conscious decision is nade.

We are going to evaluate the decision and make a deterni nation
into whether it nerits any change here.

W1l comrercial lines deregulation which failed to advance in
in 1999 be a focal point again in 2000?

I think that it will cone back. The departnment is trying to work
with the legislature, the conpanies, and the agents to deternine
how resources are best used. The question is, where is the
breaki ng point? Last year the original |egislation suggested
$25,000 in premium The departnment felt that was not a
significant-enough level. The legislation which ultimtely
failed, but which came forward, was at $50,000 in prem um The
department’s position is [that] commerci al deregul ati on has
merits, but it has to be done in a way so that we do not hurt the
| ess-t han- sophi sti cated purchaser of insurance.

Shoul d conmmi ssioners have a shelf |ife?
| personally believe that rotation at the division is good. |
don’t think there is a proscribed nunber of years. Wen | served

as the chair of the council in Farmington, | served two terns,
and then | felt it was tinme to nove on and | et sonebody el se do
that. | think that in public service it is well to have a

changi ng of the guard occasionally.

Peopl e ask nme, “CGeorge, how are you enjoying your job?” My answer
is, “nost days.” It’s a rewarding job, a challenging job, and a
job that does offer sonme frustration by the nature of it. I can
sit here one day, and nake a decision, and know that it is the
absolutely right decision, and yet you know you are going to face
some criticism

It isalittle bit like being a baseball unpire. Nobody knows
who you are until you nake the wong call, or they think you did,
and only then do they lift the nmask up.

It is a good job. Also, and | don’t nmean this in a self-serving
way, but it is a public service position. | think serving the
public is inmportant. | think it is inportant for all of us to
find sone way to serve, whether it be in governnent, or whether
it bein Little League, or in some community effort.



How do you | ook back on your year as head of the NAIC?

I think it was a very enlightening, a very rewardi ng experience.
I think we acconplished a lot, to nake sure that financi al
noder ni zati on protected consuners, to the greatest extent
possi bl e.

VWhat will be your next challenge, when the day arrives that you
decide to step down?

| always tend to do the job I'mdoing, and not worry about the
future, because things tend to have a way of unfolding. | have
reached a point in life where | have sonme options, and one of
themis that | would like to consider the possibility of teaching
in college or the university. But | have nmade no determ nation at
this point.
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I nsurance Tines ¢ 2000 Northeast Meetings Cal endar -
I nsurance Ti nmes

01/ 11/00 Annual Convention

Wal dorf-Astoria Hotel New York City Property/ Casualty Ins.
Joint I ndustry Forum

212- 669- 9203

01/ 23/ 00 Executi ve Roundt abl e Sem nar The Registry
Resort Napl es, FL

Nat|. Association of Independent |nsurers

847-297- 7800 WWW. nai i .org

01/ 30/ 00 26t h Annual Conference Fai rnont Princess
Scottsdale, AZ

Pr of essi onal | nsurance Marketing Assoc.

301-951- 1260 WWW. pi ma- assn. org

02/ 01/ 00 Vi deoconf er ence

“H dden Liabilities from MA” Nat i onal Broadcast from
Washi ngt on, DC

CPCU Soci ety

800- 932- 2728 WWW. cpcusoci ety. org

02/ 02/ 00 M d- Year Meeti ng

M d- Year Educational Wrkshop

Scottsdale, AZ

Natl. Assoc. of Prof. Surplus Lines Ofices 816-741-3910
www. napsl 0. org

02/ 04/ 00 M d- W nter Conference The Radi sson



Burlington, VT
Pl A/ Young Ins. Prof. of NY, NJ, CT and NH
800-424- 4244

02/ 08/ 00 M d- Year Meeti ng Basi n Harbor C ub
Ver gennes, VT Vermont | nsurance Agents Associ ation
802-229- 5884

02/ 13/ 00 Annual Conference 2000 | nsurance Fraud

Managenent Conf. Rio Suite Hotel & Casino Las Vegas
| SO & National Insurance Crinme Bureau

800- 856- 7730 WWW. | SO. com

02/17/00 Sem nar

“Creating a Regul atory Approach to Insurance for the Next
Century”

Omi Sheraton Washi ngt on, DC

Nat|l. Assoc. of I|nsurance Conm ssioners 816- 374- 7192

WWW. nai c. org

02/ 20/ 00 Annual Conference I ndependent Producer
Marketing Conf. Hilton New Ol eans Rvrsde New Ol eans LI MRA
I nt ernati onal

860- 285- 7827 waww. | i nra. com

02/ 21/00 Br okerage Conference Hilton New Ol eans Rvrsde
New Ol eans LI MRA | nternational
860- 285- 7827 waww. | i nra. com

02/ 25/ 00 Spring Conference New Ol eans
Nati onal Council of Insurance Legislators
518- 449- 3210 WWW. ncoi |l . org

02/ 27/ 00 Annual Conference Wal dorf-Astoria Hotel New
York City Eastern Cains Conference

914- 828- 8542

03/01/00 Annual |ssues & Research Conf. Canbri dge Center
Marri ott Canbri dge, MA Wor kers’ Conpensati on Research
Institute

617-661-9274

03/01/00 Annual Meeti ng Augusta, M

Mai ne Assoc. of Ins. and Financial Advisors 207-945-4776
03/12/00 Annual Meeti ng

24t h National Conference

Caesars Pal ace Las Vegas

AVB Users G oup
800- 456- 7799 WWW. ansug. org

03/ 15/ 00 M d- Year Meeti ng
Center of NH Holiday Inn Manchester, NH I ndependent | nsurance



Agents of NH
603- 224- 3965

03/ 18/ 00 Conf erence
Field Oficers Conference
Marriott Copley Place Bost on

LI MRA | nt er nati onal
860- 285- 7827 www. | i nTa.com

03/19/00 Annual Meeti ng Bost on
CGeneral Agents & Managers Associ ation
202- 331- 6088 W, gamaweb. com

03/ 21/00 Annual Conventi on Foxwoods Resort
Mashant ucket, CT

Pr of essi onal |nsurance Agents of CT

800- 424- 4244 WWW. pi act . org

03/ 23/00 M d- Year Meeti ng Provi dence
I ndependent | nsurance Agents of Rl
401- 732- 2400

03/ 26/ 00 Conf erence

2000 d ai s Conference

Sheraton & Marriott Chi cago Property Loss Research
Bur eau

630- 724- 2203 www. cl ai msconf. org

03/29/00 Annual Meeti ng

Foxwoods Resort/ Casi no Mashantucket, CT Natl. Assoc. of
I nsurance Wnen Region |

860- 520- 2713

04/ 01/ 00 Sem nar
“21st Century Data |ssues”
St. Regis Phi | adel phi a I nsurance Direct Marketing

Associ ati on
212 669- 0496

04/ 09/ 00 58t h Annual Meeting The Breakers
Pal m Beach, FL National Assoc. of Surety Bond Producers 202-
686- 3700

04/ 12/ 00 80th Annual Sal es Congress G and Hyatt New
York New York City N.Y. Cty Assoc. of Ins. and Fincl.

Advi sors 212-221- 3500 x301 www. nycal u. com

04/ 12/ 00 Sem nar

“Suretyship Ato 2V

Omi I nner Harbor Hot el Bal ti nore Surety

Associ ati on of America
202- 463- 0600 WWW. surety. org



04/ 16/ 00 Annual Meeting

Ritz Carlton Buckhead Atlanta Al liance of Anerican
I nsurers

603- 724- 2187 www. al |i anceai . org

04/ 16/ 00 Annual Meeti ng Scottsdale, AZ
I nl and Marine Underwiters Association
04/ 17/ 00 Annual Conference Legislative & Gunt. Affairs
Tr ai ni ng Conf. Enpire State Plaza-Conv. Ctr. Al bany, NY NY
State Assoc. of Ins. and Fncl. Advisors 518- 462- 5567
wawwv. nysal u. com
04/ 26/ 00 Sem nar
“l ssues Synposi unf Ol ando
Natl. Council on Conpensation Insurance 561-997- 4700
04/ 27/ 00 | BANY Spring Reception New York City

I nsurance Brokers Assoc. of the State of NY
877-644- 0405

04/ 30/ 00 Annual Convention 38th RIM5 Annual Conv. &
Exhi biti on Mbscone Center San Franci sco
Ri sk and I nsurance Managenent Society 212-286-9292

WWW. i ms. org

05/ 01/ 00 Legi sl ati ve Conference
Washi ngt on, DC
I ndependent | nsurance Agents of America 800- 221- 7917

wwv. i ndependent agent . com

05/ 04/ 00 Annual Meeting Regional Awareness Program
Leonard’ s of Great Neck G eat Neck, NY Professional

I nsurance Agents of NY

800- 424- 4244 WWW. pi any. or g

05/ 07/ 00 Annual Meeti ng
Hi |t on Washi ngt on Hot el Washi ngt on, DC Associ ation of
Advanced Life Underwiting 202-331-6081

05/ 09/ 00 Sal es Cong. and Annual Mg. Center of NH
Hol i day Inn Manchester, NHNH Association of Ins. and Fincl.
Advi sors 603-223-9973

05/ 09/ 00 Annual Meeting Annual Meeting/ Trade & Vendor
Mart Hyatt Regency G and Cypress Ol ando Anmer. Assoc.
Managi ng General Agents 816- 444- 3500 x269 WWW. aanga. or g

05/ 09/ 00 M d- Year Meeti ng

M d- Year Conf. & Annual Golf Tour nament Hudson Val | ey Resort
Ker honkson, NY Professional |nsurance Wol esal ers of NY

800- 424- 4244 WWW. pi any. or g



05/ 17/ 00 Vi deo Tel econf erence

Br oadcast Nati onw de

Soci ety of Financial Services Professionals 800-392-6900
www. fi nanci al pro.org

05/ 20/ 00 Annual Conference Soci ety of |nsurance

Trai ni ng and Educati on 415-621- 2830

05/ 21/ 00 ACORD Tech Conference O | ando

ACORD

914-620- 1700 WWW. ni i a.org

05/ 23/ 00 Annual Conventi on Annual Conv. & Leadership
Training Conf. Turning Stone Casino Verona, NY NY State

Assoc. of Ins. and Fincl. Advisors 518-462- 5567
wawwv. nysal u. com

05/ 23/ 00 Annual Conference Annual | Day
Warwi ck, R
Nati onal Assoc. of Ins. Wnen, R Chapter 800- 766- 6249
05/ 24/ 00 Annual Conventi on Keyst one Resort
Keyst one, Co Natl. Assoc. of |ndependent Ins. Adjusters
312- 853- 0808 WA, nai i a. com
05/ 31/00 Annual Conference Qual ity Busi ness and
Compl i ance Conf. Hilton Palacio del R o San Antonio LI MRA

I nt ernati onal

800- 235- 4672 www. | i nra. com

05/ 31/ 00 Annual Meeti ng Lake George, NY
New York | nsurance Alliance

315-451-7412

06/ 01/ 00 Client Conference 2000 Harrah's Hotel &
Casi no Atlantic City, NJ Marshal | & Swift

800- 451- 2367 www, mar shal | swi ft.com

06/ 01/ 00 Annual Conventi on Aqua Turf dub

Pl antsville, CT
I ndependent | nsurance Agents of CT
860- 563- 1950

06/ 04/ 00 Regul atory Affairs Conf.

JW Marriott Washi ngt on, DC Nati onal Association
for Variable Annuities 703-620- 0674 WWW. havanet . or g

06/ 04/ 00 Annual Conference Educati onal Conference &
Busi ness Show Marriott Wardman Park Washi ngt on, DC

I nsurance Accounting & Systens Assoc. 919-489-0991
WM. | asa. org

06/ 04/ 00 70t h Annual Conv. & Trade Show Renai ssance



Convention Center Cl evel and Nat| . Associ ati on of
Heal th Underwiters
703- 276- 0220 www. nahu. org

06/ 07/ 00 2000 National Convention Hyatt Regency
Crown Center Kansas City National Association of |nsurance
Wonen

800- 766- 6249

06/ 07/ 00 Nat i onal Leadership Institute Al exis Park
Resort Las Vegas CPCU Soci ety
800- 932- 2728 WWW. cpcusoci ety. org
06/ 10/ 00 Summer Meeti ng Ol ando
Natl. Assoc. of |nsurance Conmi ssioners 816- 889- 4400

WWW. nai c. org
06/ 11/ 00 Annual Busi ness Conference Tropi cana Casi no
& Resort Atlantic City, NJ Pr of essi onal | nsurance Agents of
NJ

800- 424- 4244 WWW. pi anj . org

06/ 11/ 00 Annual Conventi on Basi n Harbor C ub
Ver gennes, VT Ver nont | nsurance Agents Association
802- 229- 5884

06/ 11/00 Annual Meeti ng
Bill Gaham G vic Aud. San Francisco MIlion Dollar Round
Tabl e

847-692- 6378 www. mdrt. org

06/ 21/ 00 69th Annual Meeting Marriott/ Sable Oaks
Sout h Portl and, ME Loss Executives Associ ation
914-337-3052

06/ 22/ 00 Annual Conf erence Bost on Har bor Hot el
Bost on
Ri sk and Ins. Managenent Society of MA
06/ 25/ 00 Annual Meeti ng
Hi | ton Head Resort Hi | ton Head, SC Ins. Marketing
Communi cati ons Assoc. 480-443-8860 WWW. | mcanet . com
07/07/00 Summer Meeti ng

New O | eans

Natl. Council of Insurance Legislators

07/ 23/ 00 Annual Meeting Silverado Resort Napa,
CA Federati on of Insurance & Corp. Counsel

508- 668- 6859 www. t hef ederati on. org

07/ 23/ 00 Annual Conf erence Hlton La Jolla La
Jolla, CA Professional Ins. Marketing Assoc.
301-951- 1260 WWW. pi ma- assn. org



08/ 06/ 00 I nternational Convention

Hyatt Hot el Bal ti nrore Honorable O der of the Blue
Goose, Intl. 301- 423- 8080 www. bl uegoose. org

08/ 08/ 00 14t h Annual Conference Sherat on Burlington
Hot el Burlington, VI Vernmont Captive Insurance Association

8026588242 www. captive. com assoc/ vci a

09/ 08/ 00 Pl A Annual Conference & Expo Hyatt Regency
New Ol eans Nati onal Assn. of Professional Ins. Agents
703-518-1348

09/ 09/ 00 Annual Conventi on O | ando
Nat i onal Assn. of Ins. and Fincl. Advisers 202-331-6063
09/ 09/ 00 Fal | Meeting Dal | as
Nat|. Assoc. of |nsurance Conm ssioners 816- 889- 4400
WWW. nai c. org
09/ 10/ 00 Annual Convention
Red Jacket M. Resort North Conway, NH | ndependent |nsurance

Agents of NH
603- 224- 3965

09/ 13/00 7th Annual Congress Doubl etree |sl ander Hot el
Newport, Rl Institute for Business & Honme Safety
617-292- 2003 www. i bhs. org

09/ 13/ 00 Heal t h | nsurance Forum Boston Marriott
Copl ey Pl ace Bost on

LI MRA | nt ernati onal

860- 285- 7826 www. | i nTra.com

09/ 13/00 Annual Meeting Coronado Springs Resort
Ol ando

Li f e Conmmuni cati ons Associ ation

601-981- 5332 x167 www. | caonl i ne. org

09/ 13/00 Annual Conventi on Chi cago
Natl. Assoc. of Prof. Surplus Lines Ofices 816-741-3910
www. napsl 0. org

09/ 13/00 Gp. Ins./M Sales Conf.
Westin Copley Place Boston

LI MRA I nternational

860- 285- 7827 WAV | i nmra. com

09/17/00 Annual Conference Hudson Val |l ey Resort
Ker honkson, NY Professional Insurance Agents of NY
800- 424- 4244 WWW. pi any. or g



09/ 17/ 00 19t h Annual Enpl. Ben. Sym Hyatt Regency
San Diego Intl. Soc. of Cert. Enployee Ben. Specialists
262-786- 6710 www. i febp. org

09/ 17/ 00 Meet i ng Rockport, ME

Mai ne | nsurance Agents Associ ation

207-623-1875

09/ 24/ 00 107t h Annual Conventi on Trunp Pl aza
Atlantic City, NJ I ndependent | nsurance Agents of NJ
609- 587- 4333 WWW. i i anj.org

09/ 24/ 00 Annual Meeti ng Nashvill e
Nat| . Associ ation of Mitual |nsurance Co.s 317-875-5250

09/ 30/ 00 | nsurance Leadership Forum G eenbrier
VWhi t e Sul phur Springs, W

Council of I|nsurance Agents & Brokers

202- 783- 4400 www. ci ab. com

10/ 02/ 00 Fall Legislative Meeting The

Fai r nront Hot el Chi cago

Nat|. Association of Independent |nsurers

10/ 04/ 00 Annual Meeti ng

New Orl eans Marriott New O | eans Def ense Research Institute

312-795- 1101 waww. dri . org

10/ 10/ 00 Annual Conventi on Sherat on | sl ander
Newport, R I ndependent | nsurance Agents of R

401- 732- 2400

10/ 11/ 00 Annual Conference Tanpa, FL

| VANS

800- 288- 4826

10/ 15/ 00 9th Annual Meeting Atl anta Marriott Marquis
Atl anta, GA Nat i onal Associ ation for Variable Annuities

703-620- 0674 WWW. navanet . or g

10/ 15/ 00 Annual Conference Ri vi era Hot el Las
Vegas

Assoc. of Ins. Conpliance Professionals

407- 834- 6688 WWW. ai cp. net

10/ 15/ 00 Annual Meeti ng Chi cago
Soci ety of Actuaries
847-706- 3541

10/ 16/ 00 Nati onal Conference MoM Grand Hotel Las Vegas
Soci ety of Financial Service Professionals 800-392-6900
www. fi nanci al pro.org



10/ 17/ 00 Annual Conference Los Angel es
Nati onal Managed Heal th Care Conference 888- 882- 2500

10/ 21/ 00 Mar ket Tech 2000 Trade Show Ritz-Carlton Tyson's
Corn. Washington, DC Professional |nsurance Marketing Assoc.
301-951- 1260 WWW. pi ma- assn. org

10/ 21/ 00 Nati onal Conference MoM Grand Hotel Las Vegas
Soci ety of Financial Services Professionals 610-526-2580
www. fi nanci al pro. org

10/ 22/ 00 Annual Meeting & Sem nar Marri ott
Ri vercenter San Antoni o CPCU Soci ety
800- 932- 2728 WWW. cpcusoci ety. org
10/ 22/ 00 Fal | Meeting Charl otte, NC
Fi nanci al Institutions |Insurance Assoc. 415-924-8122
www. best . com ~fiia
10/ 22/ 00 55th Annual Meeting \Walt Disney Wrld Dol phin
Ol ando Nat|. Association of |Independent |nsurers

847-297- 7800 WWW. nai i .org

10/ 23/ 00 Annual Meeting Atlanta Marriott Marquis
Atl anta

LI MRA | nt ernati onal

860- 285- 7885 www. | i nra. com

10/ 24/ 00 Annual Meeting Anaheim CA
Sel f-lnsurance Institute of America
714-504- 4920 WWW. Siia.org

10/ 26/ 00 Fal | Reception The Downt own Assoc. New
York City Insurance Brokers Assoc. of the State of NY
877-644-0405

10/ 28/ 00 Annual Meeting Marriott Ol ando Wrld Center
Ol ando I ndependent | nsurance Agents of America 800- 221-
7917 www. i ndependent agent . com

11/ 03/ 00 Annual Conventi on

Marriott Financial Center New York Gty Pr of essi onal
I nsurance Wol esal ers of NY

800- 424- 4244 WWW. pi any. or g

11/ 04/ 00 Annual Convention
Marriott Copley Place Bost on
Massachusetts Assoc. of Insurance Agents
508- 628- 5452 WWW. massagent .. com

11/ 05/ 00 The Bi g Event

Marriott Copley Place Bost on

New Engl and Agents



508- 628- 5430

11/ 08/ 00 Annual Conference

San Antonio

Professional Liability Underwiting Society
800- 845- 0778 www. pl usweb. or g

11/ 09/ 00 Annual Convention

The Hilton Towers Washi ngt on, DC

Natl. Assoc. of Ind. Life Brokerage Agencies 703-610-9020
waww. nai | ba. com

11/12/ 00 Annual Meeti ng
Westi n Hot el Seattl e
Anerican Council of Life Insurers
202-624- 2000

11/ 12/ 00 Annual Meeti ng San Antonio
Soci ety of |nsurance Research
770-426-9270

11/17/00 Annual Meeti ng New Ol eans
Nati onal Council of Insurance Legislators
WWw. ncoi |l . org

12/ 02/ 00 Wnter National Meeting

Marriott & Westin Hotels Boston Natl. Assoc. of |nsurance
Commi ssi oners

816- 889- 4400 WWW. nai c. org
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MDRT Sets 2001 Tabl e Requirenents

In 2000, financial services professionals nust earn at | east

$60, 000 in eligible commissions to qualify for the 2001 MI1lion
Dol | ar Round tabl e (NMDRT).

The production requirenent, which nust be paid or credited to the
writing agent’s account, can include earned or advanced
(annual i zed) comm ssions, or both.

To qualify for nmenbership in the 2001 Court of the Table, an
appl i cant nmust submit proof of production equal to or greater

t han $180, 000. To qualify for nmenbership in the 2001 Top of the
Tabl e, proof of production equal to or greater than $326,000 in
eligible comissions will be required.

The production requirenent for MDRT is separated into two groups:
core products and non-core products.

At | east 60 percent of an applicant’s eligible conm ssions nust
come fromthe core products, which include individual and group



life; individual and group annuities; termpolicies and riders
(level, increasing and decreasing); individual and group pension
cases; individual and group disability inconme contracts; and
group accidental death and di snmenbernent .

Up to 40 percent may cone from non-core products such as group
and i ndividual health; long-termcare; individual pensions from
non-1ife conpani es; and nutual funds.

For nore information, call 847 692 6378 or visit ww. ndrt. org.
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NEF Enhances Zenith Flexible Life

BOSTON — New Engl and Fi nancial recently enhanced its single life
vari abl e universal product, Zenith Flexible Life, by reducing the
nortality and expense risk charge from75 to 60 basis points on a
current basis.

“This change will affect both the death benefit and the cash

val ue of the product,” noted Paul LeC air, vice president for

i ndi vi dual product nanagenent.

The conpany al so nodified two features that reflect today’'s

| onger lifespans. Zenith Flexible Life now offers a rider to
extend the maturity date and face anobunt of the policy for those
who |ive beyond the original maturity date. The conpany al so
increased the product’s availability age from80 to 85 on a
limted basis. The extended maturity rider has been approved in
nmost states but not yet in Mass., Conn. or N.Y.

| nsurance Ti nes
January 4, 2000
Vol. XIX, No. 1

Lincoln National Splits Life And Annuity Units

FORT WAYNE, Ind. —Lincoln National Corp. is splitting its life
i nsurance and annuity operations into two separate divisions.

The annuities business will be headquartered in Fort \Wayne. The
|ife insurance division will be based in Hartford, Conn
The split will take the |ast remmant of Lincoln's original life

i nsurance business from Fort Wayne, where it was founded in 1905.
The corporate headquarters noved to Phil adel phia in August.
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| nsweb Adds Annual Renewabl e Term Onli ne

I ns\Wb has | aunched a conparative nmarketplace for annually



renewable termlife. Ins\Wb's termlife marketplace offers
products from 15 brand-nane |ife insurance conpanies, including
Metropolitan Life, John Hancock, State Farm Western Sout hern
Life, Zurich Kenper, and Mitual of New York

"InsWeb' s new, conparative narketplace for annually renewabl e
termlife furthers our objective of providing the Internet's nost
conpr ehensi ve sel ection of insurance products fromthe nation's
nost trusted i nsurance conpanies,” said | nsWb Vice Chairnan
James M Corroon. "Annually renewable termlife is a strong
conmpl ement to our termlife marketplace and it offers consuners
nmore options to select insurance products that best fit their

i ndi vi dual needs.™
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Forts Agents Chbtain LTC Materials Online

Marketing materials are now only a nouse click away for agents
selling Fortis long-termcare products. The insurer has devel oped
an online catalog of marketing naterials on its web site at

www, fortisltc.com

“Online ordering will elimnate processing tinme and cut
turnaround tinme. For many point of sale itens, delivery tine can
be as quick as the speed of the agent’s printer,” clainmed Steve
Whuk, vice president of marketing for Fortis Long Term Care.

The site gives managi ng general agents access to all materials,
including training and recruiting materials. General agents wll
have access to all point of sale and consuner products. Producing
agents will have access to printable point of sale docunents
only.
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Kennedy, Industry Agree On New Law To Hel p D sabl ed People Find
Jobs

BOSTON (AP) —Di sabl ed peopl e using crutches and wheel chairs
crowded into Bell Atlantic's marble | obby recently to deliver an
enotional thank you to U. S. Sen. Edward M Kennedy, D.-Mass., who
| ast nonth scored an inportant victory by passing a bill that
could allow m|lions of disabled people to find jobs and keep
their health insurance.

President dinton has already signed the Ticket to Wrk and Wrk
I ncentives Inprovenent Act, a bill that Kennedy views as one of
his nost significant |egislative successes during this decade —
and one that may energe as a key acconplishnment of the 106th
Congr ess.



I ndustry Backi ng

It’s also one that has earned the enthusiastic backing of

busi ness and i nsurance groups.

" As someone who's been very nuch in the disabled nmovement —ny

son lost his leg to cancer, ny sister Rosemary is retarded —I'm
a great believer in this,'' Kennedy said.

““1t's a new Declaration of |Independence for the disabled,'' he
said. " "It's just incredibly inportant to them'

For many people with disabilities, the 1990 Anericans with
Disabilities Act prom sed to give themindependent |ives. That
prom se has gone unfulfilled for many who cannot work wi thout
losing their health benefits.

Medi cal treatnment allows themto get jobs, but federal |aws
prevent them from continuing to get governnent-financed health
benefits because they would earn too nmuch noney to qualify for
t he benefits.

Kennedy sought to solve that dilema through a package of
benefits, incentives and regul atory changes costing about $800
mllion over five years. The bill expands Medicare and Medicaid
benefits to include disabled people while they work, and will pay
for itself if 70,000 people |eave the disability benefit rolls,
Kennedy sai d.

Approximately 9 mllion working-age adults now receive disability
benefits, according to Kennedy's office. Administration officials
say people with nmuscul ar dystrophy, Parkinson's di sease, diabetes
and AIDS are nost |likely to take advantage of the program

During one of his recent weekly radi o addresses, Clinton called
the bill the nost significant mlestone for the di sabled since
the ADA in 1990.

The nmeasure went to Cinton's desk for his signature after
passing 95-1 in the Senate and 418-2 in the House of

Repr esent ati ves.

Kennedy first filed the bill three years ago, but it got a boost
this year when forner Senate Majority Leader Bob Dol e, who | ost
the use of his right armin Wrld War 11, testified the bill is
about " “dignity and opportunity and all the things we talk about
when we tal k about being an Anmerican.'

Christine Giffin, executive director of the Massachusetts
Disability Law Center, suffered a spinal cord injury in college
19 years ago.

She worried about getting a job, she said; worried about getting
health care, worried about whether she'd be able to get inportant

supplies, like her wheelchair.
""Was this going to be worth it? Did it nake sense to get off
benefits,'' she said she asked herself back then

Kennedy's | egislation has touched every disabl ed person in the
country, she said.

""He's been our chanpion. He's been our hero,'' Giffin said, to
sust ai ned appl ause.

Atl antic was chosen for the event because the company is working



with the U S. Department of Labor to recruit 2,000 entry-I|evel
wor kers from such groups as welfare recipients, |aid-off workers,
t he poor and di sabl ed.

The Anerican Council of Life Insurance (ACLI) praised Congress
for passing the |egislation.

"This is great legislation for Americans with disabilities. It
hel ps peopl e who want to work and pay taxes, and we urge
President Cinton to sign it without delay," said Carroll A
Campbel |, Jr., president and CEO of the ACLI. Mre than 150 ACLI
nmenbers provide disability inconme protection. Al ong with ACLI
disability inconme insurers have strongly supported the

| egi sl ation.

More than eight million adults aged 16 to 64 receive nore than
$50 billion a year in benefits under federal disability programns
— and that nunber rises every year. A 1998 Harris survey found
that 72 percent of those disability beneficiaries want to work.
CGovernment figures indicate that for every one percent (80,000)
of federal disability beneficiaries who return to work, taxpayers
woul d save $3.5 billion

One of the nost prominent provisions is a "Ticket to Wrk"
programthat would allow private entities to provide vocationa
rehabilitation and to secure enpl oynent for federal disability
beneficiaries. Those beneficiaries will be able to obtain
vocational rehabilitation and enpl oynent services fromtheir

choi ce of participating public or private providers. Providers
will be paid a portion of the federal paynments saved once the
beneficiary returns to work and achi eves substantial earnings.
"The sinple truth is, many people who becone disabled want to go
back to work. But they often need individualized assistance to do
it. This bill addresses those issues," said Canpbell.
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Pru Buys Network OF Accountants For Life Sal es

NEWARK —The Prudential Insurance Co. of Anerica has agreed to
acquire a mpjority interest in Hochman & Baker, Inc., a

Nor t hbrook, I111linois-based firmwhich recruits and trains
accounting professionals to becone |icensed to offer investnent
and i nsurance products to their tax and business clients.

The agreenent, which was signed Dec. 20, 1999, enabl es Prudenti al
to take advantage of the growi ng nunber of accounting

prof essi onal s who offer financial advice and investnent

sol utions. The transacti on was expected to to cl ose by year-end.
"This nove is a clear reflection of Prudential's conmtnment to
serving its custoners through an advi ce-based busi ness nodel. As
accounting professionals becone increasingly inportant providers
of financial advice, Prudential |ooks forward to hel pi nhg them
meet their clients' insurance and i nvest nent needs,"” said Thomas



Crawford, president of retail distribution for Prudential .

The firms two principals, Joel Hochman and G enn Baker, who wl|l
retain a 20 percent interest, will lead the firms plans for a
nati onwi de expansi on.

Hochman & Baker currently has a network of approximtely 500
licensed representatives who are based in Illinois, Mchigan

W sconsin and Fl ori da.

| nsurance Ti mes
January 4, 2000
Vol. XIX, No. 1

Born Into Slavery, Merrick Started Largest Bl ack-Omed |Insurer In
U. S

by Kelly Brew ngton
Associ at ed Press

DURHAM N.C. — The tiny cranberry-col ored books with tattered
edges and yel l owi ng pages are precious to Constance Merrick
Watts. Wien visitors ask to | ook, she allows themto, but she

al so keeps themwi thin sight.

She never |ends the books to anyone, not even her own children
who one day will inherit them One copy was |ost years ago and
now only three renain.

Her fam ly legacy is bound in those old books, copies of " John
Merrick: A Biographical Sketch,'' by a prom nent black |awer
from Dur ham named R MCants Andrews.

Witten in 1920, the book describes the life and | egacy of Watts
pat er nal grandfather John Merrick, forner slave and co-founder of
the nation's | argest bl ack-owned insurance conpany, Durham s own
N.C. Mutual Life Insurance Co.

When tal ki ng about her grandfather, Watts, 79, snooths her hand
across the book's faded cover. She never knew the nman who hel ped
start one of the nation's nost successful black businesses; he
died in 1919, a year before she was born

Also in those books is a brief history of a |egacy just as

prom nent on her nother's side. Watts' maternal grandfather was
Aaron McDuffie Moore, Merrick's cohort, business partner and one
of Durhamis first black physicians. Mre than a century ago, the
duo | aunched a business to provide assistance to black famlies
of nodest neans when white insurance conpani es woul dn't.
Constance Watts and her husband of 54 years, Durham physician
Charles Watts —who worked for N.C. Mutual as medical director
and vice president for 28 years —are part of the legacy that is
N. C. Mitual.

Charles Watts, 82, is known by nany as the conpany historian.
Together, their nenories and anecdotes fill the gaps that nany
accounts have ski pped over

The founders were anbitious nen with a sinple purpose: to bring
weal th into Durhamis black comunities, say the Wattses.



Merrick, Moore and later C. C. Spaul ding, believed in the popul ar
| ate 19t h-century concept of a nutual benefit society. Oten
started by mnisters or other prom nent nenbers of a comunity,

t hese organi zations offered burial plans and survivors' benefits
for their menbers.

Now Multim | lion Dollar

VWhat began in 1898 as an agreenent to offer snall policies to
families turned into a multimllion-dollar business operating in
22 states and Washington, with about 150 enpl oyees working in its
hone office on West Chapel H Il Street and nore than 300 in field
of fices. In 1998, the conpany recorded nore than $210 mllion in
assets, with a premumincone of $61.5 mllion

Born into slavery in dinton in 1859, Merrick left his honetown
at age 12 for Chapel HIl. He worked nmuch of his youth as a
mason, later helping to build one of the first buildings at Shaw
University in Raleigh. In Raleigh, Merrick shined shoes in the
bar bershop of WG Qey, where he net promi nent white Durham

busi nessnen such as Washi ngton Duke and his sons, Julian Carr and
ot hers.

""The white gentry of Durhamwent to Raleigh to get their

hai rcuts, and John Merrick devel oped quite a clientele,'' says
Charles Watts, sitting in the living roomof his house he shares
with his wife on Lawson Street across fromN C. Centra
University. "~ That included the Duke fam |y, the brothers and
their father, who told himif he opened a shop in Durham they
woul d provide the custoners.'

Merrick barbered for these nen for many years, which Constance
Watts says exerted a big influence on her grandfather.

""He didn't go to school and had the advantage of |earning from
very educated nen,'' she said. "~ Being around them hel ped with
hi s general education.''

Many accounts state that Merrick acconpani ed the Dukes on out - of -
town trips as nore than a barber, as a conpanion. But sone have
witten that Merrick was little nore than a servant. "~ They said
he was bow ng and scraping to white people. An Uncle Tom'

The Wattses dispute that.

Raci st Vi ews

"“They were his patrons, says Constance Watts. He was just trying
to make some noney.'' Carr, |ike nost whites, held views that

t oday woul d be condemmed as racist, but he considered Merrick one
of his "~ "favorite Negroes,'' states Walter B. Weare in his 1973
book "Bl ack Business in the New South."'

One reason N. C. Mutual prospered, many say, is because Durham
synbol i zed the New South, its enphasis on new i ndustries
relatively unencunbered by a plantation nentality. Wile equality
was far fromreality, Durhams whites as well as bl acks were

i ndustrious and | ooking to prosper in a new town. And many did.
"“The rigid racial structure had not been put in place in
Durham'' said Charles Bl acknon, current senior vice president at
N.C. Miutual. "“There were fewer barriers to junp.'



Dur ham seened ripe for the venture, but the nen weren't the first
bl acks in the nation to create such a business.

Li ke the others, they faced an uphill battle. Bl ack-owned

i nsurance conpani es often went bankrupt nearly as quickly as they
were set up, said Charles Watts.

"“Usually there was one enthusiastic, charismatic figure,'' he
said. ~ "~ And usually when he died, the conpany folded.""'

Fi ve Bar bershops

Merrick was such a figure. He opened at |east five barbershops,
sone of which catered to whites. He owned other real estate,

i ncluding the six-roomcottage in which he lived on Fayetteville
Street, in the thriving black business section of Hayti.
Merrick | eaned on his experience with nutual benefit societies.
He was an agent for a group called the United Order of the True
Reforners, started in R chnond, Va., in 1881. In 1883, he
conbined with other |eaders in Durhamto |aunch a fraternal

i nsurance society called the Royal Knights of King David. Like
many ot her benefit societies, it served only its nmenbers and
their famlies.
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Life Insurers Low Mortgage Fail ures

The delinquency rate of life insurers' conmercial nortgage | oans
fell in the second quarter of 1999 to the | owest |evel ever
recorded in the 34-year history of the Anerican Council on Life

I nsurance’s (ACLI) survey.

The rate fell to 0.39 percent, shattering the old mark of 0.55
percent set in 1969. The |life insurance industry registered its
hi ghest deli nquency rate in the second quarter of 1992, the

hei ght of the national real estate crisis, at 7.27 percent.

"W are witnessing fewer delinquencies because life insurers have
been investing in very high quality properties and continue to do
so," said the ACLI's Jack Nowakowski .

Over the past seven years, life insurer investnments in comerci al
properties have been declining. In 1992, they represented about
20 percent of industry assets. They now represent about 9

per cent.
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A.M Best: Hrmos' Cains Qut pace Prem uns

Heal t h mai nt enance organi zations’ total net |osses were $1.25
billion in 1998-45% 1| arger than the industry’'s 1997 | oss—



resulting in a -11.5%return on equity, according to data in
Best’' s Aggregates & Averages.

These results stand in stark contrast to the profitability

achi eved in 1994 and 1995, when net incone ampunted to $2.98
billion and $1.98 billion, respectively.

Operating results for 1998 continued to be inpaired as a result
of rising claimcosts. Over the past four years, health-care
expenses per nenber per nonth have increased 4.2% a year,
conmpared with 2.5% annual growth in prem umrevenue per nenber
per nonth.
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Rl Blue Cross Extends Qpen Enroll nment

PROVI DENCE — Bl ue Cross-Blue Shield of Rhode Island is extending
its open enrollment to give certain subscribers of two other
ailing health plans tinme to enroll

Both Harvard PilgrimHealth Care and Tufts Health Plan of New
Engl and are pulling out of Rhode Island due to nounting financi al
| osses.

Blue Cross will allow open enrollnment through March 3 for its

di rect pay program which covers people who do not get insurance
t hrough an enpl oyer. The insurance can include fam |y coverage.
Bl ue Cross says there are hundreds of people enrolled with
Harvard Pilgrimand Tufts who fully pay for their own insurance.
Harvard will stop offering insurance in the state at the end of
the year. Tufts will stop doing business in Rhode Island soon
after the start of the new year.

Blue Cross is the state's largest insurer with 476,000 nenbers.
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Hospital O fers Aid To Harvard Pilgrim Patients

PROVI DENCE —Butl er Hospital, a private psychiatric institution
is offering several services to help Harvard Pil grimsubscribers
when the HMO pulls out of the state at the end of the year.
Physi ci an volunteers and residents will be available two or three
days a week for Harvard Pilgrimsubscribers who need i nmedi ate
hel p but are unable to get regul ar appoi ntnents, The Provi dence
Journal reported.

In addition, the hospital is talking with pharmaceuti cal
conpani es to hel p people obtain the nmedication they need and,
starting on Jan. 3, Butler will operate a special tel ephone line
to answer peopl e’ s questions.

"We'll try and be a bridge to get these peopl e through,

sai d



Butl er spokesman Jim Hal |l an

Ri ght now, it appears that many Harvard Pil grimsubscribers wll
be able to keep their sanme therapists after sw tching plans,
because nost of the HMO s nmental health service providers have
found new jobs in the area.

But it remains to be seen how nany seriously ill nental health
patients will end up uninsured because they cannot afford other
pl ans.

State Health Director Dr. Patricia Nolan has said that nental
health care is the weak link in the state’'s effort to ensure
Harvard Pil gri msubscribers continue to get good health care.
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Mass. Hospitals Want Harvard Pilgrim To Pay

BOSTON (AP) —Massachusetts hospitals want Harvard Pilgrimto pay
its debts to themif it gets a financial boost froma state bond
deal .

The HMO s " “clains and paynent practices have created serious
probl ens for Massachusetts providers,’’ WIIliam Lane, president

of Holy Fanmily Hospital and Medical Center in Methuen, said at a
recent hearing of the Massachusetts Health & Educati onal
Facilities Authority.

Lane spoke on behalf of the Massachusetts Hospital Association.
Last nmonth, HEFA authorized a $147 million bond deal to help the
region’s largest nonprofit HMO inprove its troubled finances.
HEFA deputy director Jani ce Hayes-Cha said Lane was one of three
peopl e testifying.

"W understand the hospitals are under a great deal of
pressure,’’ she said. "~ However, because we're not a regulatory
agency, we can’'t overstep our boundaries and get involved in the
day-to-day operations.’’

She sai d HEFA coul d possibly refer the concerns to other

agenci es.

Al an Raynond, spokesman for Harvard Pilgrim said the company has
resolved differences with the hospitals over 1998 paynents and is
now negoti ating 1999 paynents.

"W have been working with the Massachusetts hospitals
individually to resolve differences between what they think we
owe them and we believe we owe them’’ Raynond said.

He said the differences with hospitals should not be considered a
factor in the bond proposal.
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Patients Worry As Hnos Drop Docs In Small Practices
Physi cians told they nust join |arge groups

by Leslie MIIer
Associ ated Press

BOSTON —Dr. Scott Kerns says he has seen grown nmen and wonen cry
in his Salemoffice over the past nonth, ever since they found
out their insurance plan would stop reinbursing himat the end of
t he year.

In Septenber, both Tufts Health Plan and Harvard PilgrimHealth
Plan told Kerns, a sole practitioner, their contracts with him
woul d end unl ess he joined a | arge group practice.

Letters to Physicians
Harvard Pilgrimsent letters to 900 doctors with the sane
nmessage, and Tufts is ending its contracts with 60 primary care

physi ci ans.
Maybe a hal f-dozen actually cried, Kerns said. " "But |I've had a
| ot of people very distressed, |I've had a | ot of people very

angry and a | ot of people frustrated that they haven't gotten
intelligent answers fromthe HMOs, just a lot of gas and air,""'
he sai d.

Massachusetts state | aw does not require health insurers to

mai ntain the same | evel of services they prom se to nenbers when
they enter into contracts with them

"I f when consuners choose to belong to HMOs, they nust accept
the reality that its network must change,'' |nsurance
Commi ssi oner Linda Ruthardt wote in a letter responding to a
conpl ai nt from Kerns.

Both Harvard and Tufts say they are taking steps to aneliorate
t he i nconveni ences for nmenbers who nmust now find a new doctor.

Ext end Cover age

Harvard Pilgrimannounced it will extend coverage to all of its
menbers whose primary care physicians do not join a group
practice until the nmenbers have a chance to sign up with another
heal t h pl an.

The managed care giant had initially decided to require
physicians to join large group practices because it needed to
sinmplify its relationship with themin order to give them better
care information, said Eric Linzer, Harvard Pil gri m spokesman.
Many of Tufts' 60 sole practitioners told to join group practices
have done so, said Patti Jacobs, a spokesworman for the HMVO

"W are certainly aware of the inportance of the situation,"'’
she said. "~ "As far as we are concerned, the situation is stil
fluid and we are reviewing it internally. W expect to be in
comuni cation with the physician involved soon.'

The situation neverthel ess underscores the need for nore

regul atory authority over health insurance plans, said Secretary
of State Wlliam Glvin, a frequent critic of nanaged care.



““1t's clear there has been reductions in service,'' Glvin said.
"1 hope people will begin to recognize the inportance of having
sonme sort of oversight.

Ker ns agrees.

" " These HM3s are too powerful now and they are not regul ated now
and they are channeling off millions of dollars to thensel ves and
not to patient care,'' he said.

Wendy Krauss is a Marbl ehead nurse whose fanmily has been seeing
Kerns for 20 years, ever since she watched the way he worked with
patients.

""We're very inpressed with how he keeps up with everything, how
he knows his patients, the fact that it's a one-man operation,"'’
Krauss said. "“You' re not palned off to a bunch of doctors. You
call the office and they know who you are."'’

Krauss considers herself lucky. Her husband, a pharnacist, was
able to join another health plan with open enroll nment before they
ended their nenbership with Tufts, and they can continue to use
Kerns as their primary care physician.

QO hers are not so fortunate. O the 900 Harvard Pil gri mdoctors
told to join a group practice, about 100 —with 2,000 patients —
have not done so.

" " These people are left high and dry, or else they have to swtch
doctors,'' Krauss said. "~ Sonme of themare cancer patients, sone
of them have been with | ong-termtherapies.’

Some who wanted to keep their doctors faced the prospect of

| eaving their HMO and going w thout health insurance until their
enpl oyer held an open enrol |l ment period during which they could
switch to another health plan. Kerns said 325 of his patients
who belong to Tufts and 58 who belong to Harvard will be abruptly
and i nvoluntarily disconnected fromhimand his staff. Many, he
sai d, have conpl ex nmedical problens that he has carefully nanaged
for up to 22 years.

" " Sone of them have been with me | onger than sonme HMXs have been
in existence,'' he said.
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Grades Don't Affect HMO Enrol |l nents

Despite the growing use of “report cards” in nmanaged care, a new
study fromthe Society of Actuaries shows that enrollnment in
managed care plans isn't yet linked to plans’ “grades.”

The study, “Managed Care and Perfornmance Measurenent:
Implications for Insurance Markets,” sought evidence tying
managed care plans’ ratings to plan enrollnent — and, by

i nplication, to enployee choi ce.

While the study noted “there is little current enpirical evidence
that consumers [enpl oyees of |arge enployers] use this type of
information in plan selection,” the researchers said the ratings



may be val uabl e now to purchasers and could be nore worthwhile in
the years ahead for consumers because:

e problemareas found in the rating process nmay be corrected,

| eading to better patient care, cost savings or both;

e ratings reports may be refined, inproving clarity for consuners
and purchasers;

e ratings nay be di ssem nated nore widely, increasing usage by
consunmers.

Future research is needed, the researchers observed. Few studies
to date have been able to focus on binding enroll ment decisions
made by enpl oyees. Furthernore, some inportant variables, such as
fam |y nenbers’ opinions of plans, have not yet been studied.

The study was conducted in |light of the growi ng use of

perf ormance neasurenent systens, primarily HEDI S neasures (Health
Pl an Enpl oyer Data Information Set). Large purchasers of nanaged
care, such as corporations and state Medicaid prograns, often
require reporting of HEDI S ratings. Al so, nmany purchasers require
that plans be accredited by the National Conmittee for Quality
Assurance (NCQA), which adninisters the HED S nmeasures and uses
themin the accreditation process.

Enpl oyers sonetinmes provi de enpl oyees with NCQA accreditation
status, specific HED S scores or both for plans offered, the
researchers noted.

The report is posted on the Society’'s Wb site

(Iwmw. soa. org/ li brary/ mancare. ht m
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Prescription Drugs Fastest-G ow ng Segnent O Health Costs, EBRI
Confirmns

Drug expenditures grew at an annual rate of 14%from 1993 to 1997

Enpl oyers' health care costs appear to be rising again, possibly
driven in part by increasing expenditures for prescription drugs,
according to the nonparti san Enpl oyee Benefit Research Institute
(EBRI).

The nunber of new prescriptions ordered by physicians during
patient visits increased 15 percent from 1993 to 1997, although
the percentage of visits that resulted in a new prescription rose
only slightly during that period. This seening anonaly is
expl ai ned by the significant increase in the percentage of
patients receiving five or nore prescriptions as a result of
their physician visit.

“Al though prescription drugs accounted for only 7.2 percent of
all national health expenditures and 11.5 percent of all private
heal th i nsurance expenditures in 1997, they are the fastest-
growi ng segnment of national health expenditures,” said EBR


http://www.soa.org/library/mancare.htm

President Dallas Salisbury.

He added that the mmjor factors that appear to affect patient and
physi ci an behavior related to higher drug costs are direct-to-
consuner advertising and differences in the way these drugs are
prescri bed.

Some of EBRI’'s key findings:

 Total expenditures on physician services increased from $185.9
billion in 1993 to $217.6 billion in 1997, for an average annua
growh rate of 4.3 percent. Total prescription drug expenditures
increased from$50.6 billion to $78.9 billion over the sane tine
period, for an average annual growth rate of 14.0 percent.

* Average annual growth rates for private health insurance
paynments for physician services and prescription drugs were 4.0
percent and 24.6 percent, respectively over the sane period.

e There were 717.2 mllion office-based doctor visits in the
United States in 1993 and 787.4 mllion in 1997, an increase of
about 10 percent.

* New prescriptions were ordered in 57.0 percent of the 1993
doctor visits, conpared with the slightly | ower 56.4 percent of
the 1997 visits. However, the nunber of new prescriptions ordered
by physicians during these visits increased from745.1 nillion in
1993 to 856.9 mllion in 1997, a growh rate of 15.0 percent.
Visits resulting in five or nore new prescriptions being ordered
rose from2.1 percent in 1993 to 3.7 percent in 1997.

» Femal es had nore prescriptions ordered per visit than males.
Whites and bl acks had nore prescriptions ordered per visit than
other racial categories. Americans over age 65 had about 10
percent nore prescriptions ordered per visit than those ages 45-
64 in 1997.
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Nati onal G ange Appoints Eddy; MassMiutual Nanmes Gunton, Crispin;
N&D Pronptes Street

Nati onal G ange

Jeanne Eddy was naned senior vice president and chief financial

of ficer of National G ange Miutual |nsurance Co., based in Keene
N. H Eddy has nore than 25 years experience in the insurance

i ndustry. Mbost recently the president of the manufacturing
strategi c business unit with the Zurich I nsurance G oup, she al so
hel d other positions with Zurich I nsurance including president of
the custom m ddl e narkets strategic business unit and of national
accounts.

MassMut ual

Massachusetts Miutual Life Insurance Co. announced two high | evel
appoi ntments. Howard E. Gunton was appoi nted senior vice
president and chief financial officer, and Robert W Crispin



j oi ned MassMutual as executive vice president of individual life
busi ness.

Crispin was previously executive vice president of distribution
and i nternational operations for UnunProvident Corp. Before that
he was vice chai rman and head of investnment opportunities for
Travel ers Corp.

Qunton replaces Daniel F. Fitzgerald, who is retiring. Qunton
previously was senior vice president and CFO for AIG Life
Companies (U.S.), the unit which MassMutual president and CEO
Robert J. O Connell had | ed before coming to the Springfield,
Mass. conpany.

Dunl ap Cor p.

Sean Hood was pronoted to regional vice president in the
Manchester, N.H office of the Dunlap Corp., an insurance,

bondi ng, and cl ai n8 managenent agency. Hood joined Dunlap in 1990
as an account executive in its Portland, Miine office, where he
managed conmercial |ines.

Burgin, Platner, Hurley

Qui ncy, Mass. agent Eric Stoeckel nerged his agency with Burgin,
Pl atner, Hurley |Insurance Agency, which has offices in Quincy and
H ngham Stoeckel is joining the firmas a producer for new

busi ness and client retention.

McDuf f ee | nsurance

James E. McHugh was appointed to the positions of president and
chi ef operating officer of the MDuffie Insurance Agency, based
in Merrimack, N H MHugh previously spent 33 years with the
Royal and Sunal liance Insurance Group. He is a resident of
Salem N. H

Nor f ol k and Dedham

Robert G Street, Jr., was pronoted to senior division manager of
clainms by the Norfol k & Dedham Group. Street joined the conpany
in 1986 as a casualty clains exam ner, and in 1993 was naned a
casual ty cl ai rs nanager.

Si gnat or | nsurance Agency

Mary Virginia Bonarrigo was apoi nted sal es manager of Signator

I nsurance Agency, inc., an affiliate of John Hancock Miutual Life
I nsurance Co.
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January 4, 2000

Anmerican Fire and Casualty Comnpany
136 N. Third Street



Ham | ton OH 45025

The above company has nade application to the Division of

I nsurance for a license/ Certificate of Authority to transact
property and casualty insurance in the Commonweal t h.

Any person having any information regardi ng the conpany whi ch
relates to its suitability for a license/ Certificate of
Authority is asked to notify the Division by personal letter to
t he Comm ssi oner of |nsurance, One South Station, Boston
Massachusetts 02210 Attn: Financial Surveillance and Conpany

Li censing, within 14 days of the date of this notice.
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January 4, 2000

The Chio Casualty I nsurance Conpany
136 N. Third Street
Ham | ton, OH 45025

The above conpany has nade application to the Division of

I nsurance for an anendnent to its license/ Certificate of
Authority to transact property and casualty insurance in the
Commonweal t h.

Any person having any information regardi ng the conpany which
relates to its suitability for an anended |icense/ Certificate of
Authority is asked to notify the Division by personal letter to

t he Comm ssioner of |Insurance, One South Station, Boston,
Massachusetts 02210 Attn: Financial Surveillance and Conpany

Li censing, within 14 days of the date of this notice.
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Decenber 21, 1999

Professional Liability Insurance Conpany of America
Two Par k Avenue, Room 2500
New Yor k, NY 10016

The above company has nade application to the Division of

I nsurance for a license/ Certificate of Authority to transact
Liability other than Auto, and Wrkers Conpensation insurance in
t he Commonweal t h.

Any person having any information regardi ng the conpany which
relates to its suitability for a license/ Certificate of
Authority is asked to notify the Division by personal letter to
t he Comm ssi oner of |nsurance, One South Station, Boston



Massachusetts 02210 Attn: Financial Surveillance and Conpany
Li censing, within 14 days of the date of this notice.
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January 4, 2000

Chi o Security Insurance Conpany
136 N. Third St.
Ham | ton, OH 45025

The above company has nade application to the Division of

I nsurance for a license/ Certificate of Authority to transact
property and casualty insurance in the Commonweal t h.

Any person having any information regardi ng the conpany which
relates to its suitability for a license/ Certificate of
Authority is asked to notify the Division by personal letter to
t he Comm ssi oner of |nsurance, One South Station, Boston
Massachusetts 02210 Attn: Financial Surveillance and Conpany

Li censing, within 14 days of the date of this notice.
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January 4, 2000

West Anmerican | nsurance Conpany
6365 Castl eplace Drive
I ndi anapolis, IN 46250

The above conpany has nade application to the Division of

I nsurance for a license/ Certificate of Authority to transact
property and casualty insurance in the Commonweal t h.

Any person having any information regardi ng the conpany whi ch
relates to its suitability for a license/ Certificate of
Authority is asked to notify the Division by personal letter to
t he Comm ssioner of Insurance, One South Station, Boston,
Massachusetts 02210 Attn: Financial Surveillance and Conpany

Li censing, within 14 days of the date of this notice.
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Next Step Up To Lawmakers As Vernont Court Backs Gay Benefits

MONTPELI ER (AP) —Creating what could be a springboard for the
| egalization of gay marriage, the Vernont Suprene Court rul ed on



Dec. 20 that honobsexual couples are entitled to the same benefits
and protections as wedded coupl es of the opposite sex.

The high court stopped short of giving honbsexuals the right to
marry, leaving it instead to the Legislature to decide whether to
| egal i ze same-sex marriages or create sone kind of ~ donestic
partnership'' status to ensure gay couples' rights.

Gay organi zations hailed the decision as the nost far-reaching
ruling of its kind in the US. and said it represents their best
chance of winning the right to narriage for the first tinme in
this country.

""This is a glorious day,'' said Evan Wl fson of the Lanbda Legal
Def ense and Education Fund. "~ Vernont's highest court has ordered
an end to unequal treatnment of |esbian and gay famlies.'

Until recently, Hawaii had been gay coupl es' best hope. Hawaii's
Suprene Court started the debate nationally when it ruled in 1993
that restrictions against gay marriage violated the state
constitution. But |ast year, Hawaii approved a constitutional
anendnent agai nst gay marri age.

"W hold that the state is constitutionally required to extend
to sane-sex couples the common benefits and protections that flow
fromnmnmarriage under Vernont law,'' Vernont's high court said.
““Whether this ultinmately takes the formof inclusion within the
marriage | aws thenselves or a parallel "“donestic partnership'
system or some equivalent statutory alternative rests with the
Legislature.''

I nsurance Access

The court said the benefits that gay couples should get include
access to a spouse's nedical, life and disability insurance,
hospital visitation and other medi cal decision-mnmaking privileges,
spousal support, certain rights of inheritance and honest ead
protections.

Witing for the court, Vernont Chief Justice Jeffrey Amestoy said
the Vernont ruling provides greater recognition of same-sex

rel ationshi ps than any other state's high court except Hawaii's.
Both gay rights advocates and opponents of honpbsexual marriage
went even further, arguing that the Vernont ruling was the
strongest in support of gay rights by a state appeals court in
the U S.

"It really represents a slap in the face for marriage between a
man and a wonan,'' said Jay Sekul ow, chief counsel for the
American Center for Law and Justice, which opposes gay narri age.

‘Legal M estone

Mary Bonauto, a |lawyer for the three gay couples who sued the
state, called the decision ~"a legal and cultural mlestone."''
Denocratic Gov. Howard Dean predicted the Legislature would pass
a domestic partnership | aw. Same-sex marriage ~ nakes ne
unconfortabl e, the sane as anybody el se,'' he said.

But Lt. Gov. Dougl as Racine and the speaker of the Vernont House
favor same-sex marri ages.

The justices said they would give the Legislature " "a reasonabl e



period of tine'' to act. They did not specify what that neans.
The three couples at the center of the case sued in 1997 after
bei ng denied marriage licenses by their town clerks. A Superior
Court judge rejected their clains. The couples then appealed to
the Suprene Court. They argued that their inability to get
marri ed denied them nore than 300 benefits at the state |evel and
nore than 1,000 at the federal |evel

At | east 30 states banned gay narriages, and Congress passed the
Def ense of Marriage Act, which denied federal recognition of
honosexual marriage and all owed states to i ghore same-sex unions
i censed el sewhere.
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