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NH Learns Lessons From HMO Fail ures
Cnsr. Rogers Sees Rates, Provider Contracts as Keys

CONCORD, N.H. - New Hanpshire insurance officials may yet go
after Massachusetts-based Tufts Health Plan to pay for sone of
the debts its affiliate Tufts New England (TNE) | eft behind
Tufts Health Plan, already facing a $40 million | awsuit by

Mai ne's Bath Iron Works for alleged breach of the last two years
of its contract, could be asked to cover obligations of TNE in
New Hanpshire, although no decision on whether to pursue the
Massachusetts parent has been nmade, according to New Hanpshire

I nsurance Commi ssi oner Paula Rogers. Rogers is the court-

appoi nted liquidator for TNE

TNE, with custoners in New Hanpshire, Miine, and Rhode I sl and,
was placed into receivership Nov. 22 after its parent conpany,
Tufts Health Plan of Waltham Mass., said it would no | onger
cover the subsidiary's debts.

Merrimack County Superior Court put Rogers in charge of the plan
Roger s announced Dec. 20 that she could not find a buyer and the
pl an woul d have to be liquidated, with coverage term nating Feb
2.

Rogers told I nsuranceTi nes that as |iquidator she has an
obligation to consider secondary sources of funding to neet
clainms, including funds from Massachusetts-based Tufts Health
Plan. If she decides to pursue the parent conpany, she said, "BIW
has agreed to stand with the liquidator and | et the |iquidator
pursue that resource. But that is quite unresolved."

Rogers told the House Commerce Committee that Tufts New Engl and
woul d be able to pay doctors, hospitals and ot her mnedical
providers in full for services performed on or after Dec. 20.

But she warned it would only be able to make partial paynent for
servi ces provided before that date.

Rogers sai d she woul d pursue any reasonabl e net hods of getting
paynment for Tufts' creditors, including possibly suing the parent
conpany.

"There will be a deficiency,'
sources are inportant.”

Rogers said. "That is why secondary

Unknown Anount

The anount of the deficiency is currently unknown. "W can't
estimate it at this point," said Rogers. "That information is
still five or six weeks out, but there will be a deficiency."
That deficiency is being blaned in part on underpricing at a tinme
when costs were rising.

Asked if TNE s practice of underpricing its product could have



been caught sooner and the insol vency perhaps averted, Rogers
noted that "hindsight is always 20-20." She added that the
department had, on several occasions, asked TNE to adjust its
rates upward.

TNE had a busi ness plan whi ch "appeared reasonabl e" and the
"mar ket pl ace was stable" at the tinme the plan was initiated, she
added, acknow edging that in the end the departnment's oversight
was not sufficient to prevent the coll apse caused by severa
factors.

Rogers, who took over as commissioner in mid-1999 from Charl es

Bl ossom says the departnment has | earned a | esson which wll
cause it to ook nore closely at health plan's filed rates.

"H ndsight puts ne in a position as a regulator to institute nore
rigorous protocols for rate reviewin the health insurance
arena," she said. "The Tufts-Harvard thing has been a sobering
event in the marketplace and | think departnents can al ways do
better."

The departnment has al so | earned anot her | esson —nanely the

i mportance of an HMO s provider contracts on its perfornmance —
al though it is unclear anything can be done about this one.

When she first took on the job of conmi ssioner, Rogers becane
aware that TNE had difficulties with provider contracts.

"Tufts needed better and nore favorable contracts on the
seacoast," she said.

The department has direct oversight of HMO rates that nust be
filed and approved, she said, but information concerning provider
networks is quite another matter.

"The departnent,” Rogers added, "has |ess oversight over provider
contracting. So, if an HMO is in the marketplace and its provider
contracts are generous to the provider, perhaps beyond the other
contracts that might be out there with other HMOs, we at the
departnment don't know that. And, |I'mnot yet sure that we should
know of all of that."

Tufts New Engl and has |lost $140 million since starting up in New
Hanpshire in 1995.

Accurate Picture

Rogers said that despite its |osses, Tufts had an accurate
picture of its finances, unlike Harvard PilgrimHealth Care,
which is in receivership in Massachusetts. Harvard Pil grimhas
about 54,000 New Hanpshire subscri bers.

""Tufts clearly had a handle on their business operations,'
Rogers said. "~ W have been able to get our hands around
things. "'

The liquidation of TNE is bound to create sonme chaos for
subscribers and carriers in the imediate future, according to
Roger s.

""We have other New Hanpshire carriers that can absorb the
mgration and that's a good feeling. The sad part is it's a |oss
for the market. Sone people will find they have to pay higher
premuns. Sone will find it daunting, and sone will not pick up
i nsurance,'' she said.



O the 145,000 Tufts subscribers —70,000 each in New Hanpshire
and Mai ne and 5,000 in Rhode |Island —nost have found alternative
carriers or nmade arrangenents to switch on Feb. 2, Rogers said.
New Hanpshire subscri ber covered under Tufts' ~ Point of
Service'' plan should know that this plan is insured through
Allianz Life Insurance Conpany of North Anerica. The |iquidation
of Tufts has no effect on the obligations of Allianz to its
policyhol ders, Rogers said. But there could be changes to the
provi der network and how the programis adm ni stered, she said.
Allianz is |ooking for another insurer and coul d be making an
announcenent this week, Rogers said. About 14,000 subscribers in
New Hanpshire and 1,500 in Rhode Island are affected.

Subscri bers who have probl ens despite the nunerous | aws shoul d
call Tufts or the state's insurance help lines., she said.

Fi nanci al Struggl es

While Tufts prepares to shut down its Bedford-based operations,
New Hanpshire's other HMOs are enduring simlar financia

st ruggl es.

According to a study by Foundation for Healthy Conmunities, a
partnership of health plans, hospitals, clinicians and hone care
agenci es, northern New Engl and HMOs reported $95 mllion in 1998
| osses.

Harvard PilgrimHealth Care of New England Inc., which serves
about 34,000 New Hanpshire residents, announced earlier this
nonth it was going into receivership. After losing $11.8 million
in 1998, Heal thsource New Hanmpshire Inc. launched an initiative
to hold down costs for 195, 000 nenbers.

Blue Cross, the state's largest insurer, |ost about $20 mllion
in 1998, although its recent $120 million sale to Anthem I nc.
will enable it to stabilize rates, according to President and CEO
Davi d Jensen

The ot her exceptions are G gha Insurance Co., and Aetna Life

I nsurance Co., which Rogers said are financially solid.
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In NY, Industry Moves Forward Despite Differences O Opinions

by C. A Soule
| nsurance Ti mes

NEW YORK — The itinerary facing New York insurers and agents
reads |ike a microcosmfor the industry in nmuch of the rest of
the country. Legislative and regul atory standardi zati on.

Fi nanci al services noderni zation. Conpetition fromalternative
sources. Privacy issues. And of course, commercial |ines
deregul ati on

There will be another push to get a comercial |ines | aw passed



in New York, although agents and conpani es appear have slightly
differing views on how to best go about deregul ation.

The state Senate has put its inprimatur on a bill that woul d
all ow smal | busi nesses to purchase deregul ated policies from
insurers, setting a premumthreshold of $5,000, |ow by nopst
other state's standards. The Senate woul d require businesses to
nmeet one ot her requirenment, based on the size of the

organi zation, its revenues, or other factors.

The Assenbly has bal ked at the Senate bill, preferring one that
woul d mandat e that businesses fulfill two requirenents in
addition to the premumthreshold, instead of one. Whichever
bill energes, the prevailing sentinment is that agents wll awaken
to a different world in the Enpire State.

“This is very good for insurance agents, but it is also a
concern,” said Steven J. Spiro, president-elect of the

I ndependent | nsurance Agents Associ ation of New York, and
principal of Spiro Ri sk Managenment in Valley Stream N.Y.

“For those agents that have good access to the markets, it is
great. It shows that insurance is not a combdity, that agents
add value to the marketplace. But it can be a detrinent as well.
If there is a loss, and the agent has not adequately expl ai ned
the difference between the regul ated policy and the unregul at ed
one, there is going to be the potential for an errors and

om ssi ons exposure.”

“Conmmercial deregulation is a big, big issue,” agrees Robert
Franzese, president of the Professional Insurance Agents of New
York, and principal of Capital Region |Insurance Agency in Al bany,
but he disagrees with sone of the particul ars.

“The $5,000 threshold is way too low. W want a $50, 000
threshold that would be satisfied by the individual policy, not

t he conbi ned policies,” Franzese said.

Franzese said that agents are not alone in having to cone to
terns with a deregul ated market; conpanies al so need to gauge the
changes wrought by commercial lines deregulation. “W have been
in a wonderful era where carriers have been naking a | ot of noney
in the market,” said Franzese. “But if the market comes back
hard, there are going to be problens with deregul ation.”

Franzese |likened the current commercial lines pricing in New York
to a gane of |eapfrog anong conpanies. “That has filtered down
to smaller accounts,” he said. “The market has exhausted | arger
accounts, so now everyone is after smaller accounts.”

It is these snaller accounts that have himand other agents

worri ed.

“Not all agents are qualified or specialized enough to
effectively sell deregulated policies,” Spiro said. “Agents who
have becone conpl acent will need to change.”

“W feel a snall-town, |ocal business person does not have the
time to sit down and try to understand a deregul ated form”
Franzese said. “However, a |low price does speak to them The
worry is that coverage could be taken out by an unscrupul ous
solicitor.”

Franzese added agents woul d push for commercial auto insurance to



be excluded from deregul ati on, reasoning that workers
conmpensation is excluded fromthe bill’s requirenents, because it
is a “statutory coverage” which businesses nmust carry, as is
commerci al auto insurance.

Spiro said that the New York State Insurance Departnent woul d
have the power to step in at its discretion to protect the little
guy. But in a mamrmoth market |ike New York’s, the departnment can
only do so much.

Per sona Lines

Personal |ines insurance, while considered stable, seens to be a
stone’s skip away from becom ng an issue in New York

Assenbl yman Al exander B. Grannis, co-chair of the |egislative

i nsurance conmttee, said that the state’'s rank as the second
nost expensive place to purchase auto insurance i s sonething

| egislators are keeping a close eye on, and if the state's
prem uns becone the highest in the country, there would be
action.

Wil e the coastal homeowners market is not an issue right now,
the legislator said that a big stormcould change that in a
hurry.

Spiro, who wites coastal property risks, agrees. He said that
the various triggers insurance conpanies use to inplenent

wi ndst or m deducti bl es | ead to confusion on the part of
honeowners.

“I'f we have one major storm the departnent of insurance is
really going to hear about it,” he said.

I nsurance Depart nment

The operations of the New York Insurance Departnent are a conmon
topi ¢ anong i ndustry professionals.

bservers say that the market has come to a grudgi hg acceptance
of Insurance Conmmi ssioner Neil D. Levin. Levin's background in
banking initially sparked fears within the industry that the
state’s banki ng and insurance regul atory departnents woul d be
mer ged under one roof, simlar to New Jersey, but that has not
cone to pass.

Spiro said that the departnment’s record is crucial for the

i ndustry, because conpani es and agents value the flexibility the
department can bring as a referee, flexibility that is harder to
obtain in Al bany. “W believe we should not settle a short-term
problemwith a long termsolution,” Spiro said. “The fact that
SO nmany i nsurance conpanies want to do business here is a tribute
to the departnent.”

“On the whole, New York isn't such a bad place to do business
froma regulatory standpoint,” said Lynne R Frank, president-

el ect of PIANY, and owner of L.R Frank & Associates, a
Williamsville, NY. agency. “But the New York insurance
departnment can be tough.”

The department can al so be sloppy, in the view of one critic.
“The insurance departnment has had a difficult tinme neeting its
obligations as far as regulatory functions,” maintains |nsurance



Commttee Co-Chair Grannis. “It is not a well-run agency at this
point. There are |long del ays and huge back loads. It is both a
fundi ng and a managerial problem The Assenbly put nore noney in
t he budget for the departnment, but the governor rejected it.”
Superintendent Levin was not available for an interview

Wil e property/casualty players is pushing for deregul ation, the
life industry is hoping the departnent and the | egislature will
do sone spring cleaning this year in order to bring the rules for
New York insurers in line with rules in other states and with the
new y-enacted federal financial nodernization act.

“The fact is, we continue to have a state insurance regul atory
system and chal |l enges here are not necessarily unique to New
York,” said Thomas E. Wor kman, president and CEO of the Life

I nsurance Council of New York, which represents companies in the
state. “My viewis that regulators in New York frankly are well
aware of those problens, and are synpathetic to solving them™
Wrkman said that life insurers are working to bring New York
rules into line with other states on a host of issues, including
Nati onal Association of Insurance Conmi ssioner guidelines for
statutory accounting principles, a priority; qualifying group
life products for deregulation simlar to that being sought by
property and casualty insurers in the comercial |ines narkets;
and dividend rules that would allow for the “upstreani novenent
of dividends to parent conpani es.

Fi nanci al Services

Agents and conpanies in New York are well aware that the
financi al services |andscape is changing. Several banks are
actively trying to get insurance operations off the ground. Like
agents in other parts of the Northeast, New York agents seem
wary, but not worri ed.

“W are seeing a little activity in my area,” said Spiro, the

Long Island agent. “Chase is doing sone things, but I do not
find themtaking ny business. Agents still bring a |ot of value.
WIl | lose a client now and then? Sure. But | lose clients
every year. | offset that by gaining new clients.”

Conpany Partners

VWil e New York agents are fending off conpetition from other
financial services firns, many are irked that they are al so
having to fend of f conpetition fromtheir own business partners —
i nsurance conpani es.

Spiro said it was difficult to blame carriers for wishing to
penetrate new markets, but that they should also realize that
agents deserve a fair shake.

“I would say that the relationships that agents are enjoying with
conpani es are different than those froma decade ago,” Spiro
said. “You really cannot blanme the carriers. |If | could sel

t hrough agents, brokers, deal ers, banks, and over the Internet,
don’t you think I would do it? All we ask is that these conpanies
make the same products with the same pricing avail able to agents
as well. Let our clients be able to continue to stay with us.”



Franzese was tougher. “Banks were the worse fear 10 years ago,
but insurance conpani es now constitute the biggest fear for
agents. The Hartford has deals with Ford and AARP, Chubb with
BMN and conpanies are selling directly over the Internet and
putting noney into other ventures. Every dinme they spend is a
dime that an agent nmade for them They are pronoting alternate
lines of insurance on the backs of agent, and we do a better job.
W have al ways gi ven conpani es better |oss ratios and servi ce,
but now we are seeing all sorts of agent-unfriendly

di stribution.”
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NJ Works To Put Finishing Touches On Auto Reforns

by C. A Soul e
| nsurance Ti nes

TRENTON, N.J. — New Jersey, fresh off a year which saw the

i mpl ement ati on of wholesale reforns in the personal auto

i nsurance industry, is looking to tie up |oose ends.

“There are a lot of issues facing the insurance departnent that
need to be dealt with,” said John Tiene, director of the

I nsurance Council of New Jersey, a conpany trade group. “They
need to finish inplenmentation of the Auto Insurance Cost
Reduction Act. They need to deal with territories, [persona
injury protection], nedical cost containnent, and H P,” the
failed health insurer.

And of course, all that will have to be done with a new banking
and i nsurance conmmissioner, after Gov. Christine Todd Witman
announced t he appoi ntment of Conmi ssioner Jaynee LaVecchia to the
New Jersey Suprene Court.

Tiene said that LaVecchia s work streamining the departnent was
vi ewed positively by insurers, but they were not happy that the
third comm ssioner in six years was |leaving. “l guess our view
is that she will make a great justice — nine nonths from now,”

Ti ene sai d.

The Whitman administration’s first term piecenmeal approach to

i nsurance was swept aside in favor of inplenenting the broadest
auto reformin a quarter century. The centerpiece of the plan
was a mandatory 15 percent rate reduction

“From an agent’s standpoint, the good news is that the consumner
gets a break, and we are always happy about that,” said Gary S.
Newbor n, president-elect of the Independent |nsurance Agents of
New Jersey, and principle of G S. Newborn & Associates in

Fl emi ngton. “The environment has inproved a bit with

regul ations, but the fact is that the narketpl ace has been such
that it has kept capital out of the state. Conpanies think |ong
and hard about providing capital to wite auto in New Jersey, and



they are worried about being blaned for the probl ens that happen
here. Still, conpanies are appointing new agents for personal
lines, and they are show ng cautious optimsmin our dialogues
with them”

The bad news? “The revenue inpact on our agency was
significant,” said David J. Madara, vice president of the

Prof essi onal | nsurance Agents of New Jersey, and owner of Madara
Co. in M. Laurel. “W lost five to eight percent of our total
revenues in one fell swoop, and at the sanme tine we were burdened
with a tremendous anount of transactional pressures.”

Madara said that nuch of the additional workload for agents could
have been all evi ated had conpani es done a better job

comuni cating with policyhol ders about the changes. But agents
seemto agree that the worst is behind them and they can now

| ook forward to the future.

Compani es may regard a future in New Jersey with trepidation,

t hough. “lInsurers gave up $750 million in premium” Tiene said.

“But there was no guarantee that costs will actually be taken out
of the system Legislators basically did this with a lick and a
prom se.”

Insurers that do not currently wite in the Garden State are
likely to be even nore hesitant to do busi ness here, Tiene says.
Some 60 conpanies wite in New Jersey, and that roll call does
not include sone of the household nanes in the industry,

i ncl udi ng Progressive, Geico, Anmerican Famly, Safeco,

Nat i onwi de, and Far ners.

“The significant players are just not here,” Tiene said. “Most
of the conpanies witing here are standal one subsidiaries, and
that dramatically Iimts the available capital. Conpanies need

to be able to generate capital in order to survive, but here

you’' ve got conpani es which can only get so big. New Jersey is a
growi ng state denographically, with sonething like $17 billion in
new hone construction. But every year only a few small conpani es
conme in, usually to wite either specialized business, or a very
| ow | evel of standard business. This market needs a coupl e of
|arge carriers to cone in, in order to make it work the way it
shoul d.”

Tiene said that in New Jersey, agents have | ost proportionately

| ess market share to other distribution channels than their
counterparts in other states. “It is alnost |ike the system has
hel ped preserve independent agents,” he said.

But he added that the state’'s “take-all-coners” |law requiring
conmpani es to offer insurance to consuners had worked to the
detrinment of agents. “Agents are no longer a kind of underwriter
for the conmpany, helping it evaluate risk,” Tiene said.

“Instead, agencies beconme nerely input points for business. So
conpani es are forced to trimtheir agency forces, discourage
agents from opening offices in urban areas, and pushed to
diversify their distribution systens. It is a disincentive to the
agency system and it is not an incentive to a conpetitive

mar ket . ”

Just as compani es | ack control over their custoner base, Tiene



said that stiff rules discouraging the term nation of agency
appoi ntnents to conpani es serve to keep conpanies fromwiting in
New Jersey.

“All of this makes it very difficult for conpanies to nanage

t heir business here,” Tiene said.

Agents take issue with any insinuation that they constitute a
burden in New Jersey.

Frustration with Carriers

“The frustration | have with i ndependent agency carriers is the
fact that they are looking at alternative distribution sources,”
said PIANJ's Madara. “They are pouring resources into new
technol ogy, trying to | earn new ways to touch the custoner. It

gi ves them sonet hi ng new and neat and exciting that they can brag
about to their board, but they could be doing it by providing the
t echnol ogy through agents.”

Madara added t hat some conpani es, including Harleysville and

Sel ective, were working to incorporate agents into their
alternative distribution systens.

Despite these chall enges, the industry is“guardedly optimstic”
about the refornms enacted last year, and will wait to see how it
al | shakes out.

“On one hand, the latest auto reformled to the nost substantive,

rati onal discussions on reformwe have had ~“in the | ast 25
years,” Tiene said.
“On the other hand, legislators still demanded an i medi ate 15

percent cut. You can only do that once every 20 years or so, you
cannot demand a $750 million gift from conpani es every year.
There is only a finite anbunt of noney to pay auto insurance
clainms.”

While the industry ties up loose ends fromthe auto reform the
coastal area housing nmarket appears to have settled down,
observers say. “Conpanies that were going to abandon that narket
have pretty nuch al ready done so, and others have filled the
gaps,” said Il ANJ’s Newborn. “Independent agency conpanies al
seemto be doing their fair share in that market. Don't get mne
wrong, they do not want ne running an ad for coastal business in
t he paper and going crazy witing in that area. But they do not
seemto have problens with the honmeowner who is tacking on a
vacation hone to an existing policy.”

Newborn reported that his agency was seeing increased interest
from prospective clients for flood insurance, after torrentia
rains fromHurricane Floyd | ast fall caused extensive fl ooding
and damage in parts of the state.

PEGCs

Both 11 ANJ and the PI ANJ have nade the regul ati on of

“prof essi onal enpl oyer organi zations” a top legislative priority
of 2000. PEGCs are multi-faceted human resource nmanagenent firns
that take on many HR functions for businesses, for a fee. Those
servi ces include the procurenent of workers compensation and
heal th i nsurance, coverage that they are often able to obtain at



a di scount .

Agents hope to force PEOfirns to undergo the sane |icensing
programthey must follow “Here is another industry mxing in
sone i nsurance with non-insurance services,” Newborn said. “Wat
PECs are saying, is, ‘If we call it gray, but it is really light
bl ack, that is ok.” As G oucho Marx once said, ‘That is the nost
ridiculous thing I ever heard.’”

Newborn said that all agents ask is that PEO firnms be nade to toe

the line as far as statutory licensing aws go. “W don’t think
their business is bad, and we do not think that there is anything
flawed in their business nodel,” he said. “Al we are saying is,
if you are going to sell insurance, you nust be |icensed.”
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States Turn To Task Forces To Exam ne Under Auto’s Hood

by C. A Soul e
| nsurance Ti nes

HARTFORD —New Jersey, which instituted an anbitious reformof a
state auto insurance system has one. Connecticut, which enjoys a
160 conpany-strong auto insurance market, has two. Mssachusetts
want s one.

Legislators in these states are turning to “task forces” to

exam ne the status of their auto insurance industry. In New
Jersey, legislators plan to exam ne the use of “territories” for
rati ng purposes as part of the Auto Cost Reduction Act, passed

| ast year. Connecticut |egislators are al so reexam ning
territories after pressure fromthe Attorney General and urban

| awmakers who are responding to conplaints by constituents of
high rates, as well as the systemas a whole. Massachusetts
wants a task force to probe the entire system with a focus on

di scount prograns avail able for notorists.

But the effectiveness of these task forces is being questioned by
i nsurers, who say that consumers in the three states are enjoying
their lowest rates in years.

Massachusetts Rep. Nancy Flavin's attenpt to put together a

$300, 000 study of the systemhit a wall when the state senate
president refused to pony up half that anount.

The lack of funding did not stop Connecticut |egislators from
sal l ying ahead. The state currently has two comittees that are
exam ni ng auto insurance issues, after House Republicans el ected
to create a splinter comm ssion in order to concentrate on
territories.

Senat e and House Denocrats and Senate Republicans becane bogged
down on finding funding for their broader study of auto insurance
in Connecticut, and have turned to three peopl e who vol unteered
to do it on a pro bono basis.



Patricia Born, an assistant professor at the University of
Connecticut, will author the report with a staff menber of the
Nati onal Conference of State Legislatures, based in Denver, and a
menber of the American Academny of Actuaries.

Legi sl ators had expected a prelinmnary report Feb. 1, but it
appears that report will not be ready on tine.

Born told I nsuranceTi nes that her teamwas only just beginning to
identify rating agencies and conpani es fromwhich to collect

i nformati on. She does not expect to have a final report

conpleted until late this year or early next year.
Any earlier, and election year politics could tangle things, say
some. “The issue then is that you have a potentially

controversial report being issued in Septenber, which makes you
think it could be used as a sword in the Novenber el ections,”
said Gerald Zimerman, a | obbyist with the National Association
of Independent Insurers. “W are concerned that Born and Cal vo
may have bitten off nore than they can chew. W are talking
about reans and reans of data. W are concerned that they wll
produce a report that nmerely states what legislators want it to
state.”

“W are skeptical that they will be able to get the information
that they need,” agreed Suzanne M Bunp of the American |nsurance
Associ ation

The New Jersey Departnent of Banking and I nsurance created an
advi sory conmmi ssion to examne territories, which have not been
addressed in half a century. That conmm ssion will issue its
findings well beyond its Jan. 1 deadline, a date nost narket
observers considered unrealistic to begin with. A nore likely
date for the report is late spring, they say.

| nsurance Ti mes
February 1, 2000
Vol. XIX, No. 3

Hartford Gets OK To Operate Federal Thrift

Hartford Financial Services Goup Inc., one of the country's

| argest insurance conpani es, has won pernission from federa
regul ators to operate a new federally-insured thrift.

The O fice of Thrift Supervision gave its approval for the
company to establish the thrift. It will be naned the Hartford
Bank and will offer trust services for individuals and conpanies
nationwide fromits base in Hartford, Conn

The approval nmakes The Hartford G oup the latest in a string of

i nsurance conpani es, securities firms and other businesses
out si de the banking industry to get new federal savings and | oan
charters in recent nonths.

Trust services include acting as an investnent adviser or
custodi an of trust funds or property held in trust, executing
wills and acting as guardian of an estate or trustee of an |IRA
account .



For the new thrift, the trust services will be marketed —al ong
with annuities and nutual funds —by brokers, independent
financial planners and Hartford G oup enpl oyees.

Last year the thrift agency, part of the Treasury Department,
granted sinilar charters to Aetna Inc., one of the nation's
largest |life and health insurers, to nmutual fund giant Fidelity
I nvestnents and to American International G oup Inc.
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Amex Di scl oses I nsurance C ainms Settl enment

NEW YORK — Aneri can Express Co. disclosed a $215 million
settlenment of clains on | ast week that it msled people into
buyi ng i nsurance products without fully disclosing fees. But the
company managed to report a 15 percent profit in the fourth
guarter that nmet Wall Street projections.

Aneri can Express, which did not admt any wongdoing, said the
prelimnary settlement of three class-action |awsuits covered 2
mllion people who bought annuity products fromthe conpany
starting in 1985.

The conpany said its settlenment of three class-action [awsuits,
related to sales of insurance and annuity products, will nostly
be covered by noney previously reserved. But Anerican Express
said it had set aside an additional $74 mllion, before taxes,
during the fourth quarter to cover the deal. The agreenent
settles cl ains agai nst the conmpany dating back to 1985, American
Express said.
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Deputy Suter Nanmed Interim NJ Conmi ssioner

TRENTON, N.J. —CGov. Christine Todd Witnan has named Deputy
Comm ssi oner Karen L. Suter acting head of the Banking and

I nsurance Departnent.

Suter will serve in the post being vacated by Jaynee LaVecchi a,
who | ast nonth won Senate confirmation as Whitman's fifth
appointee to the state Suprene Court.

Suter, of Medford, has been a career state | awyer since
graduating from Rutgers University Law School in Canden in 1981
and is the forner section chief for insurance |aw at the attorney
general ' s office.
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Trust Reported Close To Deal Wth Insurer

Taunton, Mass. auto insurer, Trust |Insurance Co., is close to
finalizing its sale to “a highly qualified internationa

i nsurance conpany,” according to a Jan. 21 letter sent from Trust
president Craig M Bradley to the conpany’s independent insurance
agent s.

That conpany is said to be Anerican International G oup, the New
York-based firm Al G does not currently sell personal autonobile
i nsurance in Massachusetts. No docunents have been filed with

t he Massachusetts Division of Insurance about a possible sale,
and nei ther conpany has confirnmed that AIGis indeed the suitor.
Bradl ey also said in the letter that agents were experiencing
“exasperation” with the continued troubles of a new conputer
system the conpany has been attenpting to inplenent. “It is a
very costly process fromboth a tine and financial perspective
and far too disruptive to all of our businesses,” Bradley wote.
“l have been assured by our technol ogy partner, American

I nternational Technol ogy Enterprises, that the problem of ‘system
response’ has been isolated, its solution installed, testing is
underway, and delivery to our agents is expected for [Jan. 24].”
Bradl ey added that he was keeping his “fingers crossed that these
assurances are real.”

The timng of any AIG deal is unknown. A $20 million deal to sel
Trust to an i ndependent busi nessman coll apsed last fall, after

t he i nsurance division had approved it.

The conpany again del ayed a hearing with the insurance division
to set its Safe Driver Insurance Plan discount, marking the third
time in the last nonth it has done so. Bradley wote that the
del ays were due to the ongoi ng negotiations with the unnaned

conmpany.
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NY Politicians Dffer Over How To Handl e Bl ues Conversi on
Differ Over Whet her Legislation Needed

ALBANY, N.Y. —A battle with partisan overtones is developing in
Al bany over the bid by New York’s |largest health insurer to
change froma not-for-profit to a for-profit entity.

The latest entrant into the fray is state Conptroller H Carl
McCal |, who issued a study urging that |egislative approval be
sought for the proposed Enpire Blue Cross and Blue Shield
conversion to for-profit status.

McCal |l said the conversion is crucial to state policy on a nunber
of levels, ranging fromthe size of the conpany (4.1 nmillion
subscribers) to the fact it would be the first of what health



industry officials predict will be a series of future decisions
by not-for-profit entities to go for-profit.

""This is New York’s first time out of the box —we should nmake
sure we do it legally, and we do it right,”’ MCall said. ~~W’I
be setting a precedent for any future conversions.’’

I nsurance Depart nent

McCal | " s recommendati ons cane | ess than two weeks after the state
I nsurance Departrent in the Republican Pataki administration

gui etly approved the Enpire request to go to a for-profit status
after hol ding hearings and public forums throughout nost of 1999.
In making that determ nation —by posting a decision on the
Internet without any other public notification —the departnent
al so said current state |l aws which prohibit conversions of not-
for-profit entities to for-profit don't apply in Enpire’ s case.
"W have done extensive | egal analysis and do not believe our
proposal is barred by the current statute,’’ Enpire Blue Cross
and Bl ue Shield spokesworman Deborah Bohren agreed.

Enpi re has been tal ki ng about a conversion for nore than three
years, and even those skeptical about the benefits to ratepayers
say the conmpany has devel oped a reasonabl e proposal and has been
careful to describe it fully to health care advocates, governnent
regul ators and the Legislature.

Necessary to Conpete

Dr. Mchael Stocker, Empire’ s chief executive officer, says a
conversion is necessary to let the conpany conpete for custoners
with for-profit entities. Enpire has "~ “virtually no ability to
rai se noney’’ on Wall Street for acquisitions of other health
care plans and new technology while its for-profit conpetitors
have al nost unlimted access to noney, Stocker said.

Enpire officials pledge that no subscriber will |ose coverage, no
heal th benefits will change and its networks, rates and service
will stay the sanme after the conversion

To underscore the partisan tone of the debate over whether Enpire
now nust go to the Legislature for its CKis the fact that former
state Attorney Ceneral Dennis Vacco, a Republican, did not think
t he conpany needed | egislative approval. But the current attorney
general, Denocrat Eliot Spitzer, said the conversion as Enpire
wants to proceed woul d break state | aw.

Court Approval

“T1If Enpire wants to convert, the Legislature nust |ift the

exi sting legal prohibition and Enpire must get court approval by
showing that the terns of the transaction are fair and reasonabl e
and that the transaction pronotes Enpire’s not-for-profit health
pur poses,’’ Spitzer said.

Spitzer’s lawers are now hashing out the matter with Enpire’s
counsels. A state Supreme Court justice must ultimately approve

t he conversion, and the attorney general has suggested that he is
ready to sue if Enpire seeks to take a course he believes is
counter to the |aw.



Denocr at s

McCall is also a Denocrat, and the voices in the Legislature
clanoring for the conversion to be endorsed by | awmakers are
Denocratic, too.

Assenbl yman Al exander Grannis, a Manhattan Denocrat who chairs
the Assenbly’s insurance commttee, said he wants assurances that
Enpire will set up a foundation with funding adequate to neet its
costs of treating indigent patients. That requirenment grows out
of the decades that Enpire received state subsidies to serve the
same purpose.

In a nore general sense, Grannis said it is inportant to
establish in law ways of dealing with issues like the charitable
foundations for the health insurers in the future who will be
seeking to go to for-profit status. He said he al so expects that
some not-for-profit hospitals will try to convert into for-profit
entities as the health care industry continues to get nore
conpetitive.

“C1f | could wave a wand it would be not to have conpanies
convert,’’ Grannis said. "It is noney taken out of the revenue
streamthat arguably goes to health care. But we are past that.
It’s a very conpetitive world. Conversions to for-profit are here
and | don’'t see us standing in the way.'’
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Ver mont Updating O d Banking And | nsurance Laws
A Lot has Changed, But Laws Haven't

by Ross Sneyd
Associ ated Press

MONTPELI ER, Vt. — In 30 years, banking has changed dranatically,
fromthe introduction of electronic banking to innovative new
checki ng and savi ngs accounts.

Vernont’'s banki ng | aws, however, have not changed to keep up with
the age of the conputer. The House Conmerce Committee ained to
change that and the full House was be asked to go al ong | ast
week.

Lawrekers will also be | ooking to update outdated insurance | aws.
The massive rewite of the state’'s banking statutes that was due
to be debated | ast week has the support of consuner groups,
bankers, regul ators and key | awrakers.

"“There are just a lot of things in our state statutes that are
antiquated,’’ said TimHayward, president of the Vernont Bankers
Association. " "Its not the way business is done anynore.’

Modern Day World



"W felt it was tine to bring this into the nodern-day world,’
sai d Commerce Conm ttee Chai rwoman Kat hl een Keenan, D-St. Al bans.
Keenan’s conmittee spent part of its summer break inmersing
itself in both banking and insurance |aw, which have not been
updat ed since 1969 and 1967, respectively. A bill designed to
revanp the state’'s insurance statutes also are due for debate

t hi s week.

Wil e those issues take the attention of the full House, other
commttees will be busy on a variety of other issues. Prinary
anong those is the Judiciary Conmittee, which is figuring out how
to provide the benefits of marriage to gay and | esbian coupl es.
It plans another full week of hearings.

"1 think (this) week will be a good, productive in-commttee
week,’’ said House Speaker M chael Obuchowski .

Mat ch Federal Law

A big part of the banking bill is to make Vernont |aw nore
closely match federal |law. Banking in the United States works
under a dual system Sone banks are federally chartered and
others are chartered by the states. O the 28 banks in Vernont,
fewer than half are chartered by the state, which allows Vernont
regul ators to oversee them

Lawrekers and regul ators believe they have a better chance to

mai ntain state charters, and to persuade other banks to convert,
if state law i s noderni zed.

Al t hough both state and federal banks are simlarly regul ated,
Vernont officials say they think [ ocal oversight is nore

ef fective.

"“It’s probably easier for themto deal with regul ators because

t hey know them they know what to expect,’’ Keenan said.

Al so, there might be some new banks. The proposal establishes the
| egal framework for new merchant banks, which would concentrate
nore heavily in business |oans than existing banks. There's al so
an option for a new form of bank in which investors who are
unconcer ned about federal deposit insurance can put their noney.
A conpanion bill also will go before | awmmakers. It would nmake
many of the sane statutory revisions as the banking bill. The 33-
year-old | aw prevents insurers such as National Life of Vernont
frominvesting in nore nodern financial instruments that provider
greater financial returns.

"“Their return will be greater (under the revision) and their
premiuns will cost less,’’ Keenan said.
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Insurers File Aftermarket Auto Parts Endorsenent |In Mass.

by C. A Soul e
| nsurance Ti mes



BOSTON — As expected, Massachusetts auto insurers have drafted an
auto policy endorsenent that woul d all ow Massachusetts insureds
the option guaranteeing the use of original equipnent

manuf acturer (OEM replacenent parts for auto repairs in the
event of an accident.

I ndustry sources say that |nsurance Conmi ssioner Linda L.

Rut hardt asked the Autonobile Insurers Bureau of Massachusetts to
draft the rider last fall, and AIB submtted it Jan. 5.

I nsuranceTines first reported the intention of insurers to draft
an endorsenent | ast Decenber.

The Massachusetts Division of Insurance will hold a hearing Feb

7 to consider allow ng the use of the endorsenent.

The use of OEM parts sold by auto manufacturers versus generic
aftermarket parts gained notoriety last fall after an Illinois
jury rul ed against State Farm Mutual |nsurance Co. for over $450
mililion for State Farnis use of aftermarket parts. The conpany

i s appeal i ng the deci sion.

In Massachusetts, conpanies are currently required by lawto
contain costs by purchasing | ess expensive parts for auto repair,
except in the case of vehicles which have [ ess than 15,000 niles
of use.

The endorsenent reads, “W will pay the anount necessary to

repl ace any damaged crash part which cannot be repaired, with a
part manufactured or |icensed by the original equipnent

manuf acturer, due to the direct and accidental damage to any auto
to which this endorsenment applies. W wll pay for each | oss up
to the actual cash value of the damaged crash part at the tinme of
the | oss.”

Al B argues that the use of afternmarket parts lowers the price of
CEM parts.

“Elimnating the requirenent to exanm ne alternative parts and
prices permts unrestrained price increases in the future for
‘conparable’ CEM parts,” wote Cara M Bl ank, an Al B actuary.

Al B recomends that the price for the CEM endorsenent be 13
percent of the otherw se applicable collision or Iimted
collision coverage. For conprehensive coverage, it reconmends
that the OEM endorsenent be priced at two percent of the

ot herwi se applicabl e conprehensi ve prem um

“Froma political perspective, it is our hope that this wll
qguel | some of the voices of the auto body peopl e who have been
pushing for OEM parts,” said Edward J. Donahue, an attorney with
Morri son, Mahoney & MIler in Boston.
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R’ s Kennedy Seeks Heal th Purchasing Pl ans For Seniors



CUMBERLAND, R I. — Seniors would have nore informati on and w el d
nmore purchasing power with their health insurers under

| egislation proposed by U S. Rep. Patrick J. Kennedy, D-RI.

Under the legislation, a nonprofit organi zati on woul d serve as
the voice for seniors who have banded together in their conmunity
to negotiate health insurance rates. The plan conmes at a tinme
when the Rhode Island health care industry is in turmoil and the
elderly are feeling crushed by nounting health care costs.

More Contr ol
""We're trying to give seniors nore control over their health
i nsurance,’’ Kennedy said, just after addressing a snal

gathering at a Mendon Road honme for the elderly.

""This is about using the power of purchasing pools to bargain
nore effectively on the behalf of senior citizens.’

The proposal asks for funding for six such organi zations
nationwi de to test the plan, Mdicare Consuner Coalitions. If
they are successful, coalitions would be inplenmented in 220
communi ti es across the country.

Al t hough the federal government would continue to provide basic
Medi care coverage at a set rate, seniors could negotiate with

i ndi vidual insurers on itens |ike prem uns and prescription costs
under the plan

The proposal is a nore consuner-friendly approach that seeks to
mmc service delivery in the private sector, conplete with
competitive bidding, said DM ght McNeill, a health policy fell ow
at Brandeis University, who hel ped craft the proposal.

"“It’s a very fundanental change from having a federal,
centrally-located Medicare program’’ MNeill said. ""If we can
have a car insurance in town, why can't we have a health

i nsurance center for people to go to?

The plan al so includes a systematic delivery of information,
where the organi zati ons would routinely educate seniors on

di fferent plans, much |ike what Aging 2000 al ready does. The
Rhode | sl and nonprofit organization, which advocates for the

el derly, publishes a periodic Medicare guide.

"“They’'re angry, they' re confused, they're frustrated, they don’t
understand what’s going on,’’ said Ed Zesk, Aging 2000 s
executive director. ~“So we spend a lot of tine trying to help
seniors figure out what’'s going on.’’

H s organi zati on hopes to be one of Kennedy’'s six nodels. The
legislation will be introduced in Congress late this nonth.
111 tell you, it's hard to be a senior today,’’' said Louise
Silva, who has lived in the honme for 13 years. She commended
Kennedy for his plan.

Al t hough she recently switched to Blue Cross’ Bl ueCH P, which she
says has nore reasonable rates than her previous insurer, she is
dreadi ng anot her rate increase.

" The nmonths go by fast and your paycheck is small,’’ she said.
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Harry And Louise Back Clinton Plan

WASHI NGTON (AP) _ Harry and Loui se are back.

The fictional suburban husband and w fe whose warni ngs about
President Cdinton’s health reform plan hel ped defeat the proposal
in 1994 are featured in new TV ads about hel pi ng uni nsured

Aneri cans.

In the ads that started | ast week, nationally on CNN and | ocally
in Washi ngton, Harry frets about an "~ “epidemc’’ of uninsured in
Anerica and declares, "W can't |eave working famlies and kids
wi t hout insurance.’

Oficials at the Health I nsurance Associ ati on of Anerica, which
sponsored the old and new Harry and Loui se ads, said there’s
not hi ng strange about the poster couple warning about the effects
of universal coverage now taking sides with those who woul d
benefit fromit.

“T1t’s not that different from 1993-1994,"’ said Chip Kahn, the
group’s president. "W were concerned with the unintended
consequence of the dinton plan.’’

In the group’s previous $17 million canpaign in 1994, the couple
worried that Clinton’s proposal would turn health care decisions
over to governnent bureaucrats, limt choice of doctors and |ead
to the rationing of care. The president and first lady Hllary
Rodham Clinton criticized the ads as m sl eadi ng.

The issue with the new ads is how to provide coverage for 44
mllion Anmericans w thout health insurance. The associ ati on,
representing |l arge insurance conpani es, favors a conbination of
expanded government progranms for | owincone people and tax
credits to help small businesses offer insurance.

It’s pronoting that plan as an alternative to proposal s that

m ght detract from participation in enployer-sponsored plans
crucial to large insurers.

The $1 million ad canpaign is aimed at getting politica

candi dates, especially Republicans, interested in the group’s
proposal, a $50 billion-a-year plan to hel p the uninsured by
expandi ng exi sting governnment prograns for |owinconme people,

gi ving federal vouchers to the working poor to purchase

i nsurance, and providing tax credits for small businesses.

The ad ends with Louise e-nmailing candi dates about the group’s
pl an, called | nsureUSA

dinton and Republican | eaders have tal ked about providing tax
credits so people could buy their own insurance and possibly

ci rcunvent enpl oyer-provided insurance plans —the mai n busi ness
of large insurers. The insurance group is arguing that preserving
the current system of enpl oyer-based coverage, plus federal help
for lowincome people, is the best solution.

"1 think they are concerned about proposals for individual tax
credits,’’ said Karen Davis, president of the Commonweal th Fund,
a health policy research group. "~ "Their bread and butter is



selling group coverage.’’

Kahn said that while Vice President Al Gore and forner Sen. Bil
Bradl ey —vying for the Denocratic presidential nom nati on —have
both outlined plans to provide coverage for uninsured Anericans,
the field of GOP candi dates have said little about the issue.

By hauling Harry and Loui se out of retirement, the insurance

i ndustry hopes to change that.

""We want to get their attention,’’ said Kahn. The initial
canmpaign is small, but the group is | ooking at expanding it over
tinme.
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Teaching Hospitals To Be Spared Billions In Additional Medicare
Cut s

Hospitals treating sone of the nation's neediest patients will be
spared billions of dollars in Medicare cuts by the dinton

admi ni stration, officials say.

Hospitals in Del aware, Hawaii, Mssachusetts, M ssouri, New York,
Oregon, Tennessee and Vernont are affected. Altogether, the cuts
coul d have neant sonme $2 billion over five years, officials said.
The dispute stemred from confusi on over who counts as a Medicaid
patient. Hospitals handling a | arge share of | owincone and often
uni nsured patients are reinbursed for the care in Medicare
paynments. The rei mbursenent is based on a conplicated fornula
that includes Medicaid casel oad.

Federal officials said sone states had been counting certain
peopl e erroneously. Hospital officials said they thought they had
been followi ng the | aw.

Hospitals were initially told they would have to repay the extra
$1 billion they had received in Medicare overpaynents but that
changed in Cctober due, in part, to a vigorous |obbying effort by
New York Sens. Daniel Patrick Myni han and Charles Schuner as
wel | as Rep. Charl es Rangel.

The agreenent reached with Health and Human Service Secretary
Donna Shal al a neans that the funding systemw || stay the sane so

that the hospitals will not see a sudden dip in their Medicare
payments.
The hospitals are still fighting the billions of dollars in cuts

fromthe federal Bal anced Budget Act of 1997, although the
admi ni stration agreed in Novenber to soften those cuts sonewhat.
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Uni on Corruption Reported To | nsurer

NEW YORK (AP) —An internal report outlines w despread corruption
within the nation's | argest union of governnment workers, from
theft to the use of union credit cards to cover persona
expenses, The New York Ti nes report ed.

The report details problens in the American Federation of State,
County and Muni ci pal Enpl oyees, which has 1.4 nillion nenbers.
The report was provided by an unidentified union official.

The docunment is a list of $4.6 mllion in clainms the union made
to its insurance conpany, seeking reinbursenent under a policy
covering fraud by union officials. It involved clains pending in
Novenber .

The nmeno describes corrupt activities by 35 union officials,
including $2.2 mllion allegedly m sappropriated at the union's
New York City affiliate, District Council 37. Mdre than half the
clainms arise fromthe council, in which two dozen officials have
been i ndi ct ed.

Q her corruption clains involved union locals in |Indiana,
Massachusetts, M nnesota, Montana, New Jersey, GChio and

Pennsyl vani a.

Wi | e acknow edgi ng the accuracy of information in the report,
AFSCME officials said the report denponstrated a commtnent to
uncoveri ng wongdoi ng. In many cases, the Tines said, union-
sponsored audits uncovered the corruption

CGeneral counsel Law ence Winberg al so said problens at a dozen
or two |locals was not extraordinary given the nunber of unions
represented by the parent —between 7,000 and 8, 000.
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Egyptair Chief Says Victinms' Kin WIl| Receive About $115 MIlion

CAI RO, Egypt (AP) —The families of those killed on EgyptAir
Flight 990 will receive a total of about $115 million in

i nsurance payouts, the airline's chairnman said.

The figure conflicted with Egypt Air Chai rman Mohamed Fahi m
Rayan's statenents in Novenber, when he said the payment woul d be
$100, 000 for every one of the 217 people on board the plane that
pl unged into the Atlantic Ccean on Cct. 31. Such paynents woul d
total about $22 million.

The investigation of the cause of the crash is still in progress.
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Model Licensing Act U ged

Insurers are urging the National Association of |nsurance

Comm ssioners (NAIC) to neet its deadline of Jan. 31 for adoption
of the Producer Licensing Mydel Act. The nodel was expected to be
adopted at the NAIC s Decenber neeting but was postponed in order
to review how to incorporate federal requirenments mandated by the
Fi nanci al Services Act (S900).

The federal |law requires states to establish guidelines for agent
licensing that are “uniformor reciprocal” within three years.
Should a majority of states fail to enact such |aws, the federal
government could get involved in |icensing.

“We know too well that the clock is already ticking,” said Sam
Sorich, of the National Association of Independent |nsurers
(NAIl). “We urge the NAIC to adopt this nodel by January 31 so
that state |egislatures have sufficient time to pass

| egislation.”

Sorich said insurers are concerned that further postponenent wll
invite federal regulators to use S900 as an excuse to “underm ne”
state regul ati on
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I ndustry Defends Wrkers Conp Reforns After Consuner Reports
Article

NEW YORK — The wor kers conpensati on system has been
significantly weakened by a series of state |aws, according to a
report by Consumer Reports nmgazi ne.

But the insurance industry says disputes this assertion, claimng
that the system has nade great strides in protecting the health
and safety of American workers.

Marlys Harris, a Consumer Reports associate editor, said a series
of state laws passed in the 1990s to cut insurers' costs and
stanp out fraud has left some workers with dramatically

i nadequat e cover age.

"“The new | aws have generated profits for insurers and savi ngs
for enployers mainly at the expense of injured workers,'' Harris
wr ot e.

I nsurers’ Stinginess

The magazi ne accuses the insurance industry of stinginess in
pushing | aws through 29 |l egislatures that allow insurers to
require claimants to be treated only by doctors approved by the

i nsurer or enployer. Sone states |owered the nunber of weeks that
enpl oyees coul d coll ect benefits and stopped benefits when an
enpl oyee was determ ned able to return to work, anong other

ref orns.

The report says workers conpensation benefits paid by insurers



and enpl oyer prem uns, as a percentage of payroll, fell by nore
than 20 percent from 1992 to 1996. It acknow edged that sone of
the decline came from safety nmeasures by enployers and a
decl i ni ng nunber of dangerous jobs.

Robert Hartw g, chief econom st of the New York-based i ndustry
group Insurance Information Institute, said the workers
conpensation systemworks well for the vast najority of people
injured on the job.

"We want to pay all legitimate clains,'' he said. ~"MIIlions of
wor kers are processed through the system expeditiously every
year, and treated very fairly.'

The Anerican |Insurance Association countered Consuner Reports,
arguing that reforns passed by states in the 1980s and early
1990s have stream ined benefit delivery, inproved workpl ace
safety, and reduced enpl oyer costs w thout cutting benefits.

According to Bruce Wod, AlA assistant general counsel, recent
report issued by the federal Bureau of Labor Statistics showed
that workplace injuries and illnesses have steadily declined 20

percent since 1994,

Whod bl asted t he Consunmer Reports nagazine for its article, which
features several stories of individuals who said they received

| ess than adequate care.

“Instead of an objective account of workers conpensation,

Consuner Reports chose to provide its readers with a one-sided

vi ewpoi nt echoing trial bar conplaints,” the industry
representative charged.

“A bal anced article would have revealed that tinme after tine it
has been the trial bar that has fought system changes designed to
elimnate disputes, and not coincidentally, reduce workers need
for a lawer. And a bal anced article would have reveal ed how t he
trial bar teans up with favored doctors who generate high nedica
expenses and prol onged treatnment plans to build support for
| onger recovery periods and higher disability awards.”

Whod noted that studies in Pennsylvania, California,
Massachusetts, Oregon, Florida and Chio that show that injured
wor kers receiving care through workers conpensation consistently
rate the quality of care highly.

“Wor kers conpensati on reforns have worked,” Wods conti nued.
“Many states authorized insurers to provide treatnment through
managed care networks to inprove the quality of care and contro
medi cal costs. Sone states took steps to reduce the anount of
attorney involvenent by elininating sources of dispute. Mst
importantly, these refornms did not cut benefits as the trial bar
and organi zed | abor contend and whi ch Consumer Reports
uncritically accepts as fact.”
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Edi torial Opinion Long-Term Thi nki ng

It’s not often that the insurance industry has kind words for the
Adinton Admi nistration but President dinton's proposal for a
$3,000 annual long-termcare tax credit won plaudits fromthe
American Council of Life Insurers (ACLI) —for addressing short-
t er m needs.

“Atax credit for famlies grappling with | ong-term care needs
today is vital for easing their inmediate burden,” said ACLI
President and CEO Carroll Canpbell. “But over the long run
encour agi ng the purchase of private insurance will be crucial for
meeting the nation’s long-termcare needs w thout crippling

t axpayers and al ready strained governnent prograns.”

The ACLI asked President Cinton to broaden his initiative and
work with Congress to provide tax relief to those who take
personal responsibility for their own | ong-term care needs by
purchasi ng private LTC insurance.

The President’s proposal, while comendabl e, addresses only part
of the problem The U S. needs to think I ong-termabout |ong-term
care. It is just as inportant to provide an incentive for those
who are still healthy to take steps to protect thensel ves and
their famlies through private insurance.

Close to 20 states have developed a formof tax credit for |ong-
termcare insurance premuns; it’s tinme that the federal tax code
caught up.

The nation’s trial lawers are at it again, finding roomfor
criticismof states’ workers conpensation systens whi ch nost

ot hers agree deserve praise for inproving benefit delivery and
hel pi ng i njured workers get back to work faster.

As in the past on insurance issues, the trial attorneys have
found a willing partner in Consuner Reports mamgazi ne. The
nmagazi ne recently published a | opsided “report” on the state of
wor kers conpensati on whi ch concluded that reforns of the past
decade have enriched insurers at the expense of injured workers.
O course, the true story is that some reforns have curtail ed the
i nvol verrent of trial attorneys in the system taking noney out of
| awyers’ pockets.

It’s also true that inplenentation of safety neasures in the

wor kpl ace by enpl oyers, working with insurers, has hel ped | ower
the costs of the systemfor all.

Had reforns not been enacted, there mght very well be no viable
wor kers conpensati on system today.

But those facts are given short shrift by Consuner Reports.

On this issue, Consuner Reports is not a good buy.

Commonweal th Auto Reinsurers (CAR), the Massachusetts auto

resi dual market organization and statistical agent, has been
criticized over the years for running a secret operation. Critics
have called for the organization to open up its m nutes and
meetings to nore public scrutiny.

Wl l, a CAR does seens to be opening up a bit.



Effective Jan. 17, CAR s website becanme a public website,
available to the entire industry and other interested parties.
The website offers access to reports, bulletins, comittee
agendas, the plan of operations and various nanual s.

O course, insurance conpany nenbers will have access to
proprietary data not available online to the rest of us.

But it’'s always healthy when an industry organi zati on engaged in
business that so directly affects the public and the industry’s
public inage shows a willingness to shed nore light on how it
operates and what it knows.

For nmore on the new CAR visit yww conmmauto. com
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NH s Rogers Offers Auto Parts Sol ution

CONCORD, N.H. —New Hanpshire | nsurance Conmi ssi oner Paul a Rogers
has suggested that insurers give consuners a choice in the after
mar ket parts controversy and repeated her promise to revisit a
controversial auto insurance underwiting regulation (Rule 1400).
At the sane tinme, Rogers, herself a former industry | obbyist,
says she is at a loss to understand why certain insurance

i ndustry representatives feel her departnent has not adequately
comuni cated with them over these two issues.

"I don't know where this is comng from" she told

I nsuranceTinmes. "I'mnot sure | can change that inpression that
they may have. |'ve always felt accessible. The departnent is
very busy, but I've always felt that insurance interests had
appropriate opportunities to cone in and speak and we certainly

woul d provide themthat opportunity. W' ve always been willing to
di scuss the issues and we al ways reconsider things that are
brought up."

Rul e 1400 has been one of the issues drawi ng conplaints from

i ndustry | obbyists. The industry conplains that the rule

"m cromanages" conpany auto insurance underwiting and will add
unnecessary costs to the system Anong other things, Rule 1400
requires insurers to offer applicants coverage and limts up to
the maxi mum cession limts for the state's reinsurance facility —
limts that exceed those in the state's financial responsibility
statute.

Rul e 1400 al so prohibits insurers fromwiting six-nonth policies
and i nposes other restrictions on policy changes and
cancel | ati ons.

Departnent officials have naintained that the rule sinply
captures what have been the practices enforced by the departnent
for the past seven years.

But Rogers, as she has said before, thinks there is sonme nerit to
t aki ng another | ook at Rul e 1400.

"I think that the nost efficient way to address industry's


http://www.commauto.com/

concerns with Rule 1400 is to take and redraft it so that it
deals with the residual market separate fromthe voluntary

mar ket ," said Rogers. "I find it a potentially confusing

regul ation.™

She indicated that this redrafting could occur this spring.

In the after narket auto parts controversy, Rogers has been
accused by industry |obbyists of exceeding her authority by
telling insurers how and when they can use after market, or non-
ori gi nal equi pnent manufacturer, replacenent parts.

The industry maintains that the standards she has inposed are a
matter for the legislature to decide; and they note that a

| egi sl ati ve panel charged with oversight of regul ation has
rejected them

Rogers says she acted only after consuner conplaints indicated
there was a problemin the way insurers were settling clains. She
said the departnent found that too few insurers were honoring the
statutory requirenment to put in witing that parts used were of
"l'i ke kind and quality" to those of original equipnent

manuf acturers’ (OEM replacenent parts.

"My positionis, if that were not in the statute, if there were a
redefinition of the standard in the statute, perhaps we'd all be
better off. Perhaps 'like kind and quality' is a standard that
can't, in good faith, be nmet," Rogers told |nsuranceTi nes.

"This departnent fully supports the use of after market parts,”
Rogers said. "But if we can't neet the standard of ‘like kind
and quality’ and we want to preserve the conpetitive market for
auto parts, then perhaps we ought to take another | ook at that
standard. "

She said the departnment has asked the association (CAPA) that
certifies after nmarket parts to nmake a presentation

"CAPA needs to be brought al ong and devel oped to becone an
efficient certification agent if that's what they're going to
be, " she stated.

Rogers sees a possible solution to the after nmarket parts

probl em

"Insurers mght want to consider a nore progressive nmarket
response,” she said. She suggests insurers offer consuners choice
within their policy regarding the use of AWMP or CEM parts. For
addi ti onal prem um consuners could be guaranteed use of OEM
parts for their new car and down the road change that policy
provi sion to AVMP, she said.

Wil e these and health insurance market issues are expected to
continue to hold center stage, Rogers said that other issues
jockeying for attention include bringing the state's banking and
i nsurance |laws into conpliance with the federal financial
services de-regulation act; conducting a study into health

i nformation privacy; inplenenting a single producer |icensing
system and grappling with e-commerce as it relates to insurance.
"I think that (e-commerce) is a burgeoning area that we have to
get a regulatory handle on," she conmented.

Finally, she said she is also continuing with a reorgani zati on of
t he agency she inherited | ast sumrer.
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Mass. Officials Await I nvestnent Bank Rescue Options For Harvard-
Pilgrim

BOSTON — Sal onon Snith Barney, the New York investnent banking
firm has been picked to help rescue ailing Harvard Pilgrim
Heal t h Care.

""Their mission is very clear: to devel op and pursue options,'
said Attorney General Thomas Reilly. " “Everything is on the
table.""’

The region's largest HMO, with 1.1 mllion nenbers in
Massachusetts, was ordered into state receivership Jan. 4 after
it learned | osses | ast year totaled nore than $150 million
Reilly and I nsurance Conm ssioner Linda Ruthardt, who is the
court-appoi nted receiver, said they would appoi nt an investnent
banker to find a way to help the troubled health plan, raising
the possibility it would be sold to a for-profit conpany.

I nvest nent banking firnms can hel p conpani es raise noney in a
variety of different ways, including everything fromissuing
stock and bonds to restructuring the conpany.

Reilly has said that options for getting Harvard Pil gri mback on
its feet could include getting the conpany a | oan, selling
assets, bringing in investors, or an out-and-out sale, Reilly
spokesman Brian Heffron said.

The bankers are expected to devel op a nmenu of options and then
present state officials with a list of proposals to choose from
"W realize, we're very sensitive to the fact that how this is
handl ed, it could very well have a wi de-ranging inpact across the
health care industry,'' Reilly said.

"I want to assure people the decisions that we make will not be
made in a vacuum'' he said, saying he would seek out input on
the options fromhealth care consuners and health care providers.
Ruthardt and Reilly are to report back to the state Suprene
Judicial Court in early February on their plans for saving the
HMO.

Oficials in Rhode Island, where Harvard Pilgrim al so operates,
want to forma task force with Massachusetts so Rhode Island's
voice will be heard. U S. Rep. Patrick Kennedy, DR 1., is
planning to neet with Gov. Paul Cellucci on the issue.

J. David Leslie, the special assistant attorney general who is
wor ki ng on the receivership, indicated that Massachusetts
officials see their rescue plan as hel ping Harvard Pilgrim
patients and provi ders wherever the conpany operates.

T Qur expectation is to deal with all of Harvard Pilgrinms
obligations. ... W would like to see themall paid, regardless
of state. There are no walls between states,’'' he said.
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Lower Rates Are Not The Entire Cost Story In Wrkers Conp

Lower rates can actually result in higher preniunms for enployers
who do not work to control their |osses

by Richard O Brien

Wth the Massachusetts workers conpensation insurance rate cut by
anot her 20.3 percent, the total reduction conmes to an inpressive
70 percent over the last five years. Many enpl oyers can
practically see the bundl es of savings fromthe new rates.

But before they start spending these newy found dollars, there
is nore to the story.

Al'l workers conpensation policies in excess of $5,000 are
experience rated, neaning that the enployer's |oss history has a
direct affect on future premunms. A poor loss ratio (defined as
the ratio of total clains dollars to the, total prem un) can
actually increase an enpl oyer's workers conpensati on costs.

Each year of poor clains experience can affect an "experience
nod" for up to three years, potentially nullifying any rate
decrease. In fact, loss ratios put off balance by |ower rates
could end up costing conpanies nore in premuns in the | ong run.
Here's an exanple of how |l ower rates can result in higher
prem unms. Wally's Water Works paid $28,000 in premiumin 1998 and
suffered | osses of $18,000. This calculates to a | oss ratio of
64percent, an average result.

In 1999, Wally's premumw || be reduced 20.3 percent to
$22,300. If Wally suffers the sane | osses, his conpany's |oss
ratio for the year will junp to 8lpercent. This worse than
average loss ratio will earn Wally an increase in his experience
nodi fier, thereby increasing his conpany's prem umfor the next
three years. \Wien premumdollars are decreased, the inpact of
| osses nust be absorbed if the | osses remain the sane.

This is not to say that the workers conpensation rate decrease
aut omati cal ly neans hi gher prem uns, however. By controlling

| osses, conpani es can enjoy the savings that the rate decrease
prom ses. The way to reduce losses is to work with an insurance
company that provides safety and | oss control services to reduce
the likelihood of injury. If an injury does occur, the conpany
shoul d provi de care nanagenent ained at returning people to
heal t h and productivity as soon as possi bl e.

Things to Look For
Here are sonme things to | ook for when selecting a workers
conpensation insurance carrier that will help control an
experience nodifier.
Proactive safety services. Prevention remains the best way to



reduce the cost of workers conpensation clains. Before an account
is witten, a carrier should evaluate the existing safety and

| oss prevention prograns of a potential client. Recomendations
for inprovenent and an action plan will help to focus the

enpl oyer on safety.

Ongoi ng 1 oss control support. Throughout the termof a policy a
carrier should provide | oss control services ainmed at the
specific | oss sources of each enpl oyer. Assistance with training,
saf ety devi ces, and enpl oyee involvenent should be available to
client conpanies.

24-hour claimreporting. Wien injuries do occur, they don't
al ways happen between 9 and 5. A carrier should offer the ability
to report clains and access conpetent nedi cal assistance 24 hours
a day, seven days a week.

Enpl oyer involvenent. Once a clai mhas been reported, the
enpl oyer nust be kept in the conmunication |oop. The best way to
effectively resolve clainms is for each party involved to work
together toward resolution. If the enployer is the mssing |link
(as is often the case), there's a likelihood of unnecessary | ost
time and hi gher claimcosts.

Medi cal case nanagenent. The nedi cal system can be overwhel m ng
to sone people, especially after they have been injured. Coupled
with the uncertainty of filing a workers conpensation claim
i njured enpl oyees can feel apprehensive and di senfranchised. To
assi st enpl oyees through the nedical process, a carrier should
provide qualified nurses to manage the claim The nurse case
manager will act as the enpl oyee's advocate and be the primary
comuni cator working with the enpl oyee, the nedical provider(s)
and the enployer to focus each party on a comnmon goal of a return
to health and productivity.

Cccupational health providers. To allow for the best treatnment
of worker injuries, a carrier should offer access to a network of
health providers trained in occupational injuries. Such providers
will be famliar with work-related injuries and illness and can
bring their expertise to bear in getting enpl oyees back to work.
The relationship should offer rapid access to such providers,
mnimzing the lost-tinme inpact of a claimand reducing the
period of recovery.

Return to work program The goal of an effective insurance
company to return an injured enployee to work as soon as they are
medi cally able. The carrier should work with the enployer to help
pl an for getting back to work and devel op options for enpl oyees
to return with light duty or nodified duty assignnents as
appropriate. By focusing on returning to work, |ost days are
reduced, productivity is increased, and claimcosts are
m ni m zed.

Focus on Losses

Enpl oyers may rejoice at a reduction in rates, but it is only

t hose conmpanies with a focus on controlling | osses that will reap
significant benefits. Selecting a partner that will work with the
enpl oyer to reduce clains is the first step in the process. p



O Brien, CPCU, is director of sales and marketing for FirstReturn
I nsurance Co., Inc., a workers conpensation insurer based in
Dedham WMass., and specializing in managed care and returning
enpl oyees to health and productivity. He can be reached at 888-
229-9600.
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State Farm Seeks To Speed Up Appeal O Aftermarket Auto Parts
Ver di ct

SPRI NGFI ELD, IlIl. —State Farm I nsurance Co. sought to bypass the
usual appeals process inits bid to overturn a $1.2 billion
verdi ct over the use of imtation auto-body repair parts in

pol i cyhol ders' cars.

The conpany | ast week asked the Illinois Suprenme Court to accept
the case for imediate appeal, skipping a stop at the 5th
District Appellate Court in Mount Vernon.

The conpany clains the Cctober 1999 verdict has al ready harned
consuners by forcing State Farm and sonme other insurers to stop
using the parts. State Farm mai ntai ns using the parts saves

pol i cyhol ders noney by hol di ng down prem um i ncreases.

It was uncl ear when the Suprenme Court woul d announce whether it
wi |l accept the appeal. The court is not bound by any tinme limt,
spokesman Joe Tybor said.

Marion attorney Patricia Littleton, part of the teamthat brought
the lawsuit, said the appeal was witten with a ~~Chicken Little
mentality'' that is unfair to plaintiffs in the case.

“"Why they don't just pay what they owe, | don't know,'' she

sai d.

The class-action lawsuit that led to the verdict clained the
conmpany broke its contract with policyholders and conmritted
consuner fraud by requiring body shops to use generic repl acenent
parts in auto-body repair jobs and failing to adequately inform
custoners of what they were doing.

The verdi ct has spawned nunerous simlar |awsuits, including one
i n Madi son County accusing insurers of conspiring to create a
parts-testing group that would conceal flaws in the parts.
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NY, NJ Medical Insurers Merge
NEW YORK —Medi cal Liability Mitual Insurance Co. has agreed to a

nmerger with The Princeton |Insurance Cos., a New Jersey-based
specialty insurer. The deal solidifies MMM C s position as the



second | argest nedical mal practice insurer in the country and
creates one of the |argest physician/ hospital owned insurance
companies in the world, according to conpany officials.

MM C i nsures nore than 20,000 physicians and other health
professionals in New York, as well as 29 hospitals.

Princeton I nsurance Cos. are owned by New Jersey hospitals, and
provi de nedi cal mal practice, workers conpensation and ot her

i nsurance products to nore than 50, 000 policyhol ders.

The two will have conbi ned direct preniumrevenue of nore than
$450 million.

| nsurance Ti nes
February 1, 2000
Vol. XIX, No. 3

P/ C Industry Surplus Drop First Since 1990

The surplus, or statutory net worth, of the property/casualty
industry fell $9.9 billion during the first nine nonths of 1999,
dropping to $323.4 billion from $333.3 billion at year-end 1998,
according to Insurance Services Ofice and the National

Associ ation of |Independent |nsurers.

The industry’s net inconme after taxes through nine-nonths 1999
fell to $17.7 billion, down $5.6 billion, or 24.1 percent, from
$23.3 billion through nine-nonths 1998.

The industry’s inconme barely offset unrealized capital |osses on
insurer’s investrments. Such | osses grew to $15.7 billion during
the first nine nonths of 1999 from $10.6 billion during the sane
period in 1998.

The drop in surplus was the first such drop since 1990.
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NY Law Firms Enters Insurance Consulting

NEW YORK—The law firmthat clains its has brought nore
policyhol der lawsuits to trial than any other and wote the book
on insurance coverage litigation over the past 30 years is
branchi ng out into broad-based insurance consulting with the

[ aunch of a subsidiary conpany, Anderson Kill Insurance Services,
LLC.

Establ i shed to hel p policyhol ders achi eve nmaxi mum asset
protection and insurance recovery outside the litigation arena,
Anderson Kill's new consulting firmwi |l handle all aspects of

i nsurance pl anning and recovery. Practice areas will include
liability coverage clains pursuit, property and business
interruption | oss adjusting, risk nmanagenent services, corporate
training and i nsurance consulting for nmergers and acqui sitions.
Founded in 1969 by Eugene R Anderson, whom Busi ness Wek once



dubbed the "dean of policyholder's attorneys,” Anderson Kill has
built its reputation winning a series of multi-mllion dollar
clainms battles, initially in asbestos and environnental coverage
cases, for conpanies including Textron, Keene Corp., Hoechst

Cel anese, Weyer hauser and Boi se, Cascade. In recent years,
coverage specialties have broadened substantially to fidelity
clainms and directors & officers liability to business
interruption to advertising injury. In 1998, Best's Review called
the firm"a national giant in insurance coverage |aw. "
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Al M Mutual Returns Surplus To Enpl oyer Insureds

Associ ated I ndustries of massachusetts (AIM Mitual |nsurance Co.
(AIM Mutual ) has approved the fourth and final step in a program
to return previously contributed surplus to its enployer
policyhol ders for whomit provi des workers conpensati on coverage.
The cumul ative returns, initiated in Septenber, 1996 after its
conversion to a nutual insurance conpany, will total $20 mllion
when the final step of the programis conpleted in June,
according to John A. Myers, president and chief executive

of ficer.

In addition to the return of the surplus contributions, the
conpany has al so returned nore than $26 nmillion to enpl oyers as
pol i cyhol der di vi dends, he not ed.

After the surplus contribution is returned to enployers, AM

Mutual wi |l have approximately $39 million in surplus, Mers
sai d.

“The voluntary contributions of policyholders to our initial
surplus was an essential; ingredient in the founding of our

conpany,” he added, “the availability of increasing surplus wll
provide the opportunities for its growh in scope and services.”
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P/ C Guaranty Fund Assessnents At $264 M1 1lion

Property/casualty insurance guaranty fund net assessnents
amounted to $264 mllion in 1998, according to a study by the

Al liance of Anerican Insurers.

Al'though this is a 14 percent increase fromthe $231 nillion 1997
net assessnent, it is still anong the | owest since 1985.

The $264 mllion net 1998 figure is the result of 19 guaranty
funds | evying assessnents anounting to $325 million, offset by
$61 mllion in recoveries from11l guaranty funds.

O the guaranty funds naki ng assessnents, six accounted for nore



than 75 percent of the total assessnments. Pennsylvania made the

| argest assessnent, $91 million, followed by Chio at $47 mllion.
The ot her four funds, New Jersey, Mssouri, Hawaii and Fl orida
each assessed between $20 million and $30 million.

The M dl and i nsolvency is the costliest property/casualty

i nsurance insolvency on record. Through year-end 1998,
expenditures related to this insolvency amount to $410 mllion.

| deal Mutual and Transit Casualty are the second and third

| argest insolvencies, with expenditures through year-end 1998 of
$332 million and $296 mllion, respectively. The Anerican Mt ual
Liability insolvency ranks fourth at $283 mllion.

"VWhile a drain on earnings, the guaranty fund systempermts

i nsurers, unlike other industries, to stand behind their basic
busi ness prom se--to pay and nake the policyhol der whole, even if
it is a conpetitor that is unable to fulfill that prom se al one,”
sai d Roger Kenney, Alliance associate vice president of research
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The Hartford Fi nancial Services G oup, Inc.

Has signed an agreenent to provide personal auto and honeowners
i nsurance quotes on www. ebi x. com an insurance portal. Through

ebi x. com consuners will now be able to receive quotes for auto
and homeowners insurance from The Hartford by entering ebix. nal
and completing a 'request for new quote' form

A new report fromthe Anerican Association of |nsurance services
(AAI'S) explores the issues confronting property/casualty insurers
as they try to wite appropriate coverage for residences and
tangi bl e property held by personal trusts.

The report, entitled Insuring the Personal Trust, notes that a
growi ng nunber of American househol ds are using personal trusts
to reduce the tine and cost of passing property down to heirs,
and for other purposes.

Aut hor Joseph harrington of AAIS notes that the huge and grow ng
vol une of estate planning literature “rarely even mentions
property/casualty insurance for the ownership, nmintenance, and
use of the property held in trust.” Yet insurers and insureds
could find thenselves surprised to learn at the tine of a |oss
how a trust arrangenent affects coverage under a policy. Wile
Harrington' s research turned up no evidence of w despread policy
gaps for insureds or unintended exposures for insurers, “one
court ruling could weak havoc” in personal lines, he wote.

At the very least, he adds, property/casualty practitioners have
to accept that estate planning is nmerging as a form of persona
ri sk managenent that over time will both conpl enent insurance and
conpete with it.

“Like aristocrats of old, households are explicitly planning to



i ncrease the value of their hol dings over generations,” the
report states. “There are strong anal ogi es to busi nesses, as
these famly enterprises consciously choose what risks to
transfer, which to retain, and whether to create captive entities
to nmanage them” Call 800 564- AAIA for nore infornation
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Sl uggi sh Job Rate Could Sl ow Down Commerci al Lines
I nsurabl e Exposures Expected to Decline

HARTFORD —The projected slowing of growth in enploynent, and
thus the sl owi ng of econom c expansion, is likely to have a
significant inpact on the conmmercial insurance industry,
according to a new forecast.

At the peak of the current econom ¢ expansion in 1998, enpl oynent
grew at a 2.8 percent annual rate and insurable exposures grew at
a 2.7 percent rate. However, in 2000 enpl oynment is expected to
grow at only 1.6 percent and insurable exposures at a nodest 1.0
per cent.

That finding is fromthe report by MarketStance, a market

anal ysi s devel oped by Conning & Co. in Hartford.

"The key factor in this deceleration of insurable exposure
growh is a drop in the growh of construction-related risks,"
said Nancy Carini, senior consultant with MarketStance. "And it's
particularly interesting to note that the decline in growth of
these insurables is expected to be of a nuch greater magnitude
than the decline in enpl oynent growh."

Mar ket St ance projects a 2000 growh rate in construction industry
exposures of only about 1 percent, narkedly | ess than the 1998
growth rate of 5 percent.

"Even though pricing was weak throughout this decade, year after
year the conmercial insurance narket relied on sustained econonic
growh to bolster conditions in nost lines," continued Carini

"But construction risks in particular could be disproportionately
hard hit by the sl ow ng econony, which would be a big factor in

the reshaping of the comercial |ines market."
Mar ket St ance shows that construction risks are expected to
account for only 19 percent of all core commercial |ines exposure

growth in 2000, a sharp decline fromtheir 30 percent-plus share
over the past two years. The finance, insurance and real estate
sector may slunp to |l ess than 2 percent of the total commerci al
lines growh, down froma 6 percent share in 1998. Retail and
whol esal e trade, in contrast, should each account for about 16
percent of this year's additional exposures - a bit above | ast
year's contribution

Exposure grow h by line of coverage also is likely to be
depressed. VWhile commercial auto nay experience an appreciable



decline in its share of new insurable exposure this year, workers
comp and general liability should decline only nodestly.
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W ndstorns Behind R se In Residual Market Losses

Property residual narket underwriting | osses ambunted to $267
millionin 1998, the largest in the last 10 years, according to a
report by the Alliance of Anerican |nsurers.

The total residual market |oss consisted of $248 million in

wi ndstorm plan | osses and $19 million in Fair Access to |nsurance
Requi rements (FAIR) Plan underwriting | osses.

"VWhile the windstormplan | osses are significant, these results
are to be expected given 1998 s stormactivity," said Roger
Kenney, Alliance associate vice president of research. "An

i nordi nate anount of severe stornms with high winds hit the East
and @ul f coasts, headlined by hurricanes Bonnie, Earl and
Ceorges. "

Underwriting Losses

Si x of the seven w ndstorm plans included in the study reported a
net underwiting loss for 1998, the latest year for which final
figures are available. The Florida plan's |oss was the |argest,
$151 mllion, followed by North Carolina's $64 mllion |oss.

Al abama, M ssissippi, South Carolina and Texas reported | osses
ranging from$4 million to $11 mllion

Loui siana's wi ndstorm plan was the only one reporting a profit --
$2 mllion.

Sevent een FAIR plans reported operating | osses totaling $55
million in 1998. Four plans accounted for 80 percent of the total
| oss: M chigan $27.5 nillion, North Carolina $10 nillion, New
Jersey $4 nillion and Louisiana $3 nillion.

El even FAIR plans produced operating gains (underwiting |oss

pl us investnent incone), totaling $57 m|lion.

Anong the states reporting operating gains were: california ($32
mllion); New York ($12 mllion) and Massachusetts ($8 mllion).
Pl an mar ket shares vary widely by state. The Florida plan has the
| argest market share at 6.1 percent. The Massachusetts and North
Carolina plans are tied for second | argest market share at 2.7
per cent.

The industry neasures the burden these plans place on the private
i nsurance industry by relating the residual narket loss to
voluntary market premum The | argest burden cane fromthe North
Carolina plans, where it anpbunted to $4.41 per $100 of voluntary
mar ket premium This neans that for every $100 in voluntary
property premumcollected in North Carolina, the industry paid
out $4.41 for the residual market losses in addition to paying
for all expenses and clains on property voluntarily insured.



The Florida Plan inposed the second | argest burden on the private
sector, amounting to $3.38 per $100 of voluntary premium The

M ssi ssi ppi wi ndstorm and M chigan FAIR plan were the only other
pl ans to inpose a burden of nore than $1 ($1.34 and $1. 18,
respectively).

Private insurance conpani es are responsible for the residual

mar ket losses in all states except New Jersey, where | osses above
$35 mllion are covered by a special assessnent fund.

"Despite this added burden on the private market, these plans
continue to fulfill their purpose of providing coverage for hard-
to-place risks,"” Kenney said. "They ensure that coverage is
available to all who need it."

Thirty-one jurisdictions have FAIR plans, while seven have

wi ndstorm plans. The Alliance's annual report on this topic

i ncludes information on 28 of the 31 FAIR plans (data was not
avail able for the plans in Arkansas, M nnesota and M ssi ssippi)
and all seven w ndstorm pl ans.
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Virginia Study Cains Link Between Credit Rating And O aim
Hi stories

Study Backs Insurers’ Positions on Credit Scoring

RI CHVOND, Va. —A Virginia Bureau of Insurance study has concl uded
that there is a statistical correlation between credit scores and
the likelihood of an individual filing an insurance claim Based
on the findings, the bureau is encouragi ng i nsurance conpanies to
educat e consuners about the use of credit.

"The concl usion of the report agrees with what the industry has
been saying for years — credit infornmation hel ps insurers

all ocate the cost of coverage based on a consuner's potential to
file a claim" said Robyn Rowen, counsel for the Nationa

Associ ation of Independent Insurers (NAIl). "Mst people have
good credit and can benefit fromthe use of credit information.

I nsurance conpani es have found that using credit information can
help themwite nore business and all ow consuners to pay |ess.”
In the report to the Senate Conmerce and Labor Conmittee, the
bureau supports the insurance industry positions that credit
scoring is an accurate predictor to assess insurance risks and
that the use of credit information does not discrimnate based on
i ncone, race or other denographics.

Foll owi ng a review of how insurers use credit reports in
underwiting, the bureau report states, "Nothing in this analysis
| eads the bureau to the conclusion that income or race alone is a
reliable predictor of credit scores thus making the use of credit
scoring an ineffective tool for redlining." This finding is
consistent with other studies by the insurance industry and the



Nati onal Association of Insurance Conm ssioners (NAIC).

"We commend the bureau on doing such a thorough job on the
study. They collected information froma w de range of sources to
ensure they produced a bal anced report,” said Rowen.

"Fai rness and objectivity are inportant issues for the insurance
i ndustry. Because the information used is based solely on credit-
related nmaterial, it doesn't discrimnate agai nst wonen,
mnorities or any income groups. It can help to renove subjective
deci si on-maki ng fromthe underwiting process," said Rowen.

Less than one percent of the Bureau's Consumer Services Section
total conplaints are related to the use of credit reports.

The bureau recomends that the insurance industry take steps to
educat e consuners about the use of credit scores in the
underw i ting process.
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1999 Cat Losses Topped $8 Billion

NEW YORK — Property and casualty insurers paid $8.2 billion in
catastrophe clains in 1999, making the year the fifth nost costly
in a half century, but still |ess expensive than 1998, according
to estinmates rel eased by the Insurance Services Ofice Inc.

May tornadoes in Ckl ahoma were the costliest of 27 catastrophic
events for the year, and the industry spent an estimted $1.1
billion to settle the resulting clains.

I nsurers spent $10 billion on catastrophe clainms in 1998.

The industry's nost expensive year since record keeping began in
1949 was 1992, when insurers paid $22.9 billion in clains from 36
cat astrophes, including Hurricane Andrew.
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NJ Taxpayers Could Pay Half OF Cost To Bail Qut Hnos

TRENTON — New Jersey taxpayers would pay half of a $100 mllion
HMO bail out in a proposal being assenbl ed by the Witnman

adm ni stration and | egislative | eaders.

The proposal, if approved, would require the managed care
industry to pay the other half, ending a yearlong fight between
the state’s health care providers and HMOs.

The noney would pay bills left behind by two HMOs that fail ed

| ast year. The state took control H P Health Plan of New Jersey
and Anerican Preferred Provider Plan after they ran into noney
troubl es.

Rei nmbur se Provi ders



Doctors and hospitals continued to treat patients covered under
the plans and argued that they did so with the understandi ng that
they eventually woul d be rei nbursed. The noney fromthe plan
woul d go toward paying those bills.

The governor’s deputy chief of staff, the president of the New
Jersey Hospital Association, the Medical Society of New Jersey,
and officials fromthe Assenbly and Senate nmet recently to put

t oget her the plan.

""We believe that we are close to an agreenent with the hospita
associ ation and the nedical society,’’ Witman spokesman Jayne

O Connor told The Star-Ledger of Newark in Sunday’s editions.
Physi ci ans and | obbyists for the state’s hospitals said although
t he anbunt of noney won't cover all the costs, it at |east
reduces the debt. Irv Ratner, president of the New Jersey Medica
Soci ety, said the anbunt owed to hospitals totals $150 mllion
"“Considering the financial distress that hospitals are currently
facing and the charity care shortfall, this noney is not only
much needed, but it’s long overdue,’’ said Peter J. Lillo, the

| obbyi st for the hospital association who attended the neeting.
The proposal was expected to be introduced in the Senate Health
Committee and to the Assenbly Banki ng and I nsurance Conmittee

| ast week.

If Whitman signs the bill into law, about $67 million of the $100
mllion would be paid out shortly after that, followed by $17
mllion next year and the rest in 2002.

Taxpayers woul d pay through the state’'s general fund, and the
HMOs woul d be taxed $50 million.

The state’s 19 HMOs oppose the plan’s tax, saying the surviving
managed care plans shouldn’'t have to bail out those that have
failed. The HMOs al so object to the plan’'s stipulations that the
tax cannot be passed along to consuners in the form of higher
prem uns.

" “Where does any health insurer get their noney if they don’t get
it fromthe premunms they collect?’ said Paul R Langevin Jr.,
the HMO i ndustry’s top | obbyi st.

The insurance industry has succeeded in stalling an HMO tax in
the Legislature for nonths.

One version of the tax woul d have established a permanent fund to
pay health care providers if any other HMX>s fail ed.

That bill, which was changed into a $120 nmillion one-tinme bail out
for the doctors and hospitals left with unpaid bills after the
two HM>s failed, died after the |egislative session ended | ast
nont h.
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S H Smth Opens In NY

S H Smth & Co. recently opened a new office on Long Island, New



York, its fourth |ocation.

The privately owned firm al so has | ocations in Boston, West
Hartford and Cl evel and.

The conpany specializes in excess and surplus insurance

cover ages.

Gerard T. Burns has been naned to head the New York office, which
will specialize in insurance for financial institutions, errors &
om ssions and directors and officers.
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I ndustry Inproving At Allocating Capital, Panelists Contend

NEW YORK —The U.S. insurance industry is continuing to inprove
met hods for allocating capital and the problem of excess capital
may soon be a concern of the past, a panel of CEGCs told
executives attending the Property/ Casualty |Insurance Joint

I ndustry Forum here recently.

Di scussi ng net hods for assessing capital adequacy, Donald Kraner,
vice chairman of ACE Limted, said that the historic neasure of
ri sk, such as prem unms or reserves-to-surplus, were no |onger
adequat e.

“The National Association of |Insurance Comm ssioners’ risk-based
capital forrmula is just the beginning of nore accurate
measurenments of capital adequacy,” he said. “We think a | ot of
work has to be done in that regard.”

Kramer noted that ACE is very quantitative in its approach to
assessing capital adequacy. 1In addition to using the NAIC s

ri sk-based capital fornmula, it enploys dynam c financial analysis
both in product pricing and on the corporate side to assess what
ki nds of return the conpany is earning.

“We’ve now refined some of our risk-based nodeling to the point
where we are able to do a risk-adjusted return anal ysis on every
account,” he said.

Robert C. Gowdy, president and chief executive officer, CGAJ, was
asked if being a global enterprise forced CGJ to | ook at capita
adequacy differently.

“W use basically the sane tools as ACE,” Gowdy said. “W have
to consider potential demands on capital from weather
catastrophes in different parts of the world and the inpact of
multiple events in different parts of the sane country,” he
conti nued.

“But outside the United States, because of the absence of
rati ng agencies, the financial community is not as sensitive to
capital position so there is |ess pressure.”

Jeronme Karter, president and chief executive officer, Scor U S.
Corp., said his conpany enpl oyed the sane neasures in terns of
pricing that ACE uses. He observed that rating agencies in the
United States seemto be less interested in whether a company was



managing its capital properly than in howit was enploying it
relative to its peers.

“Suddenly, the analysis can change quite a bit, “ he said. “It’s
one kind of problemif every conpany is undercapitalized. It’s
guite another if nost conpanies are overcapitalized and there are
a fewthat are correctly capitalized.” He added that sone
conpani es are penalized for adequate capitalization

Moderator Alan M Levin, managi ng director Standard & Poor’s

I nsurance Rating Services, asked, “If conpanies are allocating
capital to segnents, which they seemto be doing, and presunably
expecting to get a reasonable return on that allocated capital,
why is the insurance industry’'s rate of return in the aggregate
so nedi ocre?”

Respondi ng, Edward M Liddy, chairman, president and chi ef
executive officer of the Allstate Corp., said that he found the
subject of rates of return fascinating. “You set your ship on a
certain course and you get certain results,” he said. “I don’t
know t hat you can change themeither for the better or for the
worse easily and that’s why quick snapshots of an industry or a
particul ar conpany are dangerous.”

Li ddy said that on bal ance, as a result of an incredibly strong
stock market, and sone secul ar trends on the personal |ines side
t hat have hel ped reduce costs on the clains side, there's a fair
anount of excess capital in the industry.

“BEach CEO has to nmake a decision as to what rate of return should
be earned on the capital that has been entrusted to them Rate
of return is nowquite low, but that will change over tine,”

Li ddy not ed.

On the subject of overcapitalization, panelists were rem nded
that at | east one anal yst believes the industry has as nmuch as
$125 billion in excess capital. Kranmer noted that over-
capitalization was no | onger such a great concern since
underwiting | osses resulting fromunderpricing in earlier
periods are starting to eat up capital.

Kramer said that ACE preferred to reinvest capital in the

business to get a conpound rate of return on equity. “1"ve
never known a period when there weren't interesting investmnent
opportunities, but if there aren’t, we'll buy back stock or

return capital to shareholders.”

Li ddy pointed out that Allstate has repurchased about $4 billion
of its stock over the last few years. “But it’s folly is to
assune that this situation will continue indefinitely,” he said.
“The industry nust be careful about the strategies it
collectively enploys to absorb excess capital because we may wake
up one day to find we do in fact need it. Allstate would love to
reinvest in this business and grow at 20 percent a year, but in
the personal l|ines business that’'s not a realistic goal.”

Several panelists deplored the industry’'s generally |ow stock

val uati ons. Gowdy observed that financial services |egislation
had opened up new i nvest ment opportunities but stock, the norma
currency vehicle used to pay for acquisitions, is currently not a
very good option for nost property/casualty insurers.



“So we’'re probably going to be spending capital in the form of
cash to make acquisitions,” Gowdy said. “The problemin the

i ndustry today is not too nmuch capital but too much capital in
too many hands.”

Levi n asked Douglas C. Ryder, president and chi ef executive

of ficer, Holyoke Miutual I|nsurance Co., whether being a nmutua
conmpany, which has linmted options for getting nore capital

af fects busi ness operations.

“I't doesn’t directly,” Ryder said. “If a nmutual conpany is doing
decently there are folks lined up ready to give you additiona
capital to work with, fromthe hol ding conpany to the direct

i nvol verent of reinsurers. The larger reinsurers are al
interested in gaining further opportunities to deal directly with
the primary conpany.”

The organi zations jointly sponsoring the Forumare: the Alliance
of American Insurers, American Institute for Chartered Property
Casualty Underwriters, Anmerican |nsurance Association, |nsurance
Information Institute, Insurance Services Ofice, National
Associ ation of |Independent |nsurers, National Association of

Mut ual | nsurance Conpani es, National Council on Conpensation

I nsurance and the Rei nsurance Associ ation of Anmerica.
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Under served Communities Are Untapped Profits, Rev. Jackson Tells
P/ C Ceos

NEW YORK— U. S. insurers can find profitable new business and

i nvestnent opportunities in the vast, untapped markets of the
inner cities, transform ng these underserved conmunities into
t hriving nei ghborhoods, the Reverend Jesse L. Jackson, Sr.

f ounder and president, Rai nbow PUSH Coalition, Inc., told the
fourth annual Property/Casualty |Insurance Joint |Industry Forum
here.

"I'n doing what is right, in doing what is good, we not only help
reawaken depressed conmunities, but we ensure our own well being
in the process,” said Jackson
“Communities at stake are underdevel oped, their people
underserved, and their potential, as yet unrealized. But they
are proud, and they know their value."

Jackson called on insurers to address these gaps with energy,
creativity, and a seriousness of purpose. “Let us take advantage
of this extraordinary nmonment in our nation's history to spread
Anmerica's pronise to all her citizens,” he said.

Jackson noted that in the booni ng econony of the past 10 years,
overal |l business growth has averaged 5 percent per year. During
that sane period, however, between 1987 and 1997, African-
American owned smal |l businesses grew at a rate of 100 percent,

Asi an- Ameri can smal |l businesses grew 180 percent and Hi spani c-



Anmeri can busi nesses grew 200 percent.

“I's there any question where the future of business is headed?”
he asked. “M nority-owned busi nesses have out paced, and w ||
conti nue to outpace, the rest of business in Anerica, and if you
as an industry plan to succeed, indeed to survive, then you nust
grow to be nore inclusive.”

Jackson said that for an industry that deals in risk, "look to
the benefits: elimnation of currency risk, expropriation risk,
decreased |l egal risks, and the absence of |anguage barriers. W
must | ook to our own conmunities — the deals are here.

"You can nmake the dream of entrepreneurship a reality for a nuch
broader cross section of America by dedicating a | arger share of
your overall portfolios in investnments to regions of this country
currently underserved by capital nmarkets," he added. "This can
be done in a way that ensures a solid return and is consi stent
with the fiduciary responsibilities faced by the industry.”

To achieve this end, Jackson said that insurers must join with
those al ready in the nei ghborhoods and conmunities. “A nunber of
entities, fromthe National Insurance Task Force, to the

Nei ghbor hood Rei nvest nent Cor poration, The Urban Partners
Foundation, and the Inner-City Underwiting Agency, have al
actualized their potential to facilitate real growh through
strategi c partnerships and the use of venture capital."

Jackson cited several prograns that the insurance industry is

al ready involved with including the I nvest Program a national
initiative designed to educate high school and community students
in insurance-rel ated business skills.

“This is the direction of the future, the business agenda of
tonmorrow, and this is why we are here today," he said. "Because
we believe in the possibility of equality, in the reality of the
American dream and in the righteousness of comunity inclusion."
Jackson asked insurers to create an institution as a repository
for deal flow from Anerica’s energing markets that coul d provide
grants and techni cal assistance to start up financi al
internmedi ari es, venture capital funds or |oan funds, that serve
t hese underserved conmunities. “It could play a clearinghouse
role, providing information to potential investors about the

exi stence and qualifications of these efforts.”

Jackson noted states should consider giving extra credit toward
meeting reserve requirenents to those investnents that benefit
underserved areas of the country, and to adopt tax credits that
are generated when investnents are nade in products that serve a
doubl e bottom Iine of economic returns to shareholders and to
conmuni ti es.

“Take these steps to reach our goal, to reach profitability, to
reach equability," said Jackson. "Turn this great challenge into
even greater opportunity, and then realize that opportunity.
Real i ze what this means for your industry, what this neans for
your country, what this nmeans for your bottomline.”
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Whitman Signs HMO Patient Bill; Vetoes Infertility Benefit
Mandat e

TRENTON, N.J. —Gov. Christine Todd Whitman has signed one bil
protecting pregnant and surgery patients when their doctor |eaves
their HMO and another granting state workers parity of nental
health benefits.

She al so vetoed a neasure that would have granted infertile
coupl es nedi cal coverage

The first bill nmeans that HMOs and other insurers can no | onger
force cancer and surgery patients or pregnant wonmen to switch
doctors because of changes in insurance contracts.

The new | aw al | ows these patients to stick with the sane doctor
even if the doctor severs his relationship with an insurance
conmpany during the course of treatnent.

““Patients with major illnesses have had their nmanaged-care
providers tell themthey had to change doctors or change health
plans. That’'s not fair,’’ said Sen. Joseph Vitale, D Mddl esex, a
prime sponsor. " People undergoi ng nmedi cal procedures face enough

trauma without having insurers force themto start seeing a new
doctor at a critical tinme.’

Paul Langevin, director of the New Jersey Association of Health
Pl ans, said these sorts of sudden changes to patient treatnment do
not occur now, and the law will inpose needl ess new regul ati ons.
Langevin said state regul ati ons already provide for a four-nonth
grace period to allow a seanless transition to a new doctor when
required. He said the | aw signed by Witnan changes this grace
period to a year.

Gov. Whitman also signed a bill that provides state workers the
same nedi cal insurance coverage for nmental illness that they
receive for physical illnesses.

Last year, Wiitnan signed a bill that forces insurance conpanies

and private enployers to provide parity coverage. The new
measure, S-2277, extends the sane provision to state workers.

In other health related action, she vetoed a bill that woul d have
required health insurers to cover infertility treatnents.
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Pat aki Vet oes Honme Study Driver Training Bil

ALBANY, N. Y. —The insurance industry is praising the veto of a
bill requiring a mandated auto insurance di scount by New YorKk
CGovernor Ceorge E. Pataki as a victory for both consuners and the
busi ness communi ty.

I f Governor Pataki had signed S-2432, the | aw woul d have required



auto insurers to provide an ‘appropriate reduction in premum
charges’ for three years to any policyhol der who successfully
compl eted an approved defensive driving course. Approved courses
woul d have included self-instructive applications such as

vi deot apes, CD-ROVs or the Internet, in lieu of classroom

i nstruction.

“The Governor knew that a bill with a nmandated di scount that did
not include classroominstruction was flawed,” said Robert L.
Zeman, assistant general counsel for NAIl. “New York has had a

| ong-standing | aw that requires prem umreductions for

i ndi vi dual s who successfully conplete a program approved by the
Departnent of Mdtor Vehicles. The current |law explicitly excludes
self-instruction courses that do not include actual classroom
time, assuring that notorists receive the highest |evel of
instruction.”
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NY HMO Cl oses, Caimng It’s Too Small To Conpete

GLENS FALLS, N. Y. —Saying the 110-enpl oyee HMOD is too snmall to
conpete in the managed care business, Partners Health Pl an

of ficials announced it will be closing shop within the next six
nont hs.

"“You have to be a certain size in order to spread risks and have
beneficial contracts with providers,'' said Gerald J. Cassidy,
president and chief executive officer of Partners' parent

conpany, HUM Heal t hcare. ~When you're very snmall, providers can

dictate ternms nore than insurers can.'

The plan had insured 35,000 upstate New Yorkers, including

i ndi vi dual small business owners who have difficulty finding
heal t h coverage.

Cassidy said the HMO was paying out nore than it was collecting
in premuns. The plan lost $20 million during the past three
years, including $8 million in 1999.

Partners occupied the largest building in the city of dens
Falls, 45 north of Al bany, since 1996, meki ng the announcenent a
bl ow for the struggling city.

The news cones barely six nonths after Kaiser Permanente, another
regi onal HMDO, announced its pull out of the northern New York

Kai ser was eventual |y bought out by Capital District Physicians
Heal th Pl an, which picked up a large portion of Kaiser's
nmenber shi p.

However, CDPHP did not pick up nmenbers in dinton County because
of faltering negotiations with [ocal physicians.

A CDPHP spokesman said his conmpany mnight resune negotiations in
order to be available to Partners' northern New York subscri bers.
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NY Dens Seek To Earnmark Tobacco Tax For Counti es

ALBANY, N. Y. — County officials want guarantees that their
taxpayers will not face costs of hundreds of mllions of dollars
due to a new health insurance program Denocratic |egislators
say.

The Denocrats are pushing a bill t o earmark a portion of the
state's soon-to-double tax on cigarettes to cover the counties’
portion of the new Fami |y Health Plus program

The state Association of Counties estimates that new program
contained in the Health Care Reform Act 2000 |l egislation, wll
cost counties $360 mllion between now and 2003.

""It's a mandate they are not ready for or capable of bearing,''
state Sen. Neil Breslin, an Al bany County Denocrat, said.

The Family Health Plus programis part of an effort included in
the Health Care Reform Act 2000 to nmake heal th insurance
available to up to one nmillion working New York adults.

Fam |y Health Plus would be paid for through Medicaid, a program
county taxpayers pay 25 percent of. The Denocrats’ proposa
woul d direct the state to earmark about half the noney it wll
rai se through the tobacco taxes to rei nburse counties for their
share of the Famly Health Plus program

""We've always believed that is not a cost that shoul d be passed
along to the counties,'' Assenblynman Ronal d Canestrari, an Al bany
County Denocrat, said.

Breslin said county | eaders and taxpayers are " “outraged' ' by the
new expense.

State Senate Majority Leader Joseph Bruno has tried to reassure
the counties that the legislature will cone to their rescue if

t he cost becone too burdensone.

But Al bany County Executive Mchael Breslin, Neil Breslin's

brot her, was not convinced. "~ W have often heard we will be
taken care of and we're not,'' he said.

Proponents of the Health Care Reform Act 2000 say it contains
cost benefits to counties of $144 nmillion a year. They al so note
that counties are beginning to receive hundreds of mllions of
dollars as part of their share of the settlenment with tobacco
compani es.

But Breslin and other state |legislators say some counties'

fi nances are precarious —they cited Nassau, Suffolk and

West chester counties as exanples —and that strapped officials
have al ready spent this year's tobacco settlenment noney to head
of f deficits, on building projects and for other purposes.
Starting March 1, the state's current 56-cents-a-pack tax on a
pack of cigarettes will junp to $1.11 a pack. It is expected to
rai se another $400 million or so a year annually.
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The Original Health Care Reform Act

Proposal in the Denocratic Assenbly contai ned a provision that
the state woul d cover costs to county taxpayers of subsidized

i nsurance prograns.

Bruno spokesman John MArdle said he had not seen the Denpcratic
proposal and could not conmment on it. But he said counties " "did
very well'' in the Health Care Reform Act 2000 | aw through the
continuation of cost containnments in the Medicaid program

""Add that to the tobacco nonies, they are getting over $700
mllion,'' MArdle said. ~“And they are not paying a nickel this
year for anything under the new plan for the uninsured.’
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Hancock | PO

BOSTON (AP) —John Hancock's plan to convert to a stock company
has been nmet with a class-action action |lawsuit filed by a

pol i cyhol der who clains he and ot her policyhol ders are not being
properly conpensated for their ownership in the conpany.

The lawsuit, filed in state court, challenges the John Hancock
Mutual Life Insurance Co.'s plan to shift froma nutual company —
owned by policyholders —to a stock company owned by

st ockhol ders.

State regul ators and policyhol ders have al ready approved the

pl an. The conpany plans an initial public offering later this
nmonth on the New York Stock Exchange, and it is in the process of
changing its name to John Hancock Financial Services.

"“The crux of the conplaint is that a policyhol der of John
Hancock, when he buys a policy, has an expectation that they're a
part owner of the conpany, and that they're going to receive
what's called a participating policy,'' said Janes M Pietz, a

| awyer representing Thomas Ti erney of Fram ngham

Even t hough Hancock plans to give stock to eligible policyholders
who request it, Pietz argued that the plan changes the nature of

t he policies.

Ti erney, an insurance actuary, has been a John Hancock
policyhol der for 56 years. He is also a former Hancock enpl oyee,
and has been a vocal critic of the conpany's plan to go public.
The lawsuit also argued that the initial public offering contains
anti-takeover provisions that will |lower the conmpany's initia

val ue to sharehol ders.

The plan, which bars any investor fromaccunul ati ng nore than 10
percent of the stock for three years, would initially depress the
price of the stock while protecting executives' stock options,



according to Tierney and Pietz.

" Policyhol ders are not getting, we believe, fair value,'' Pietz
said. "~ There should be an open nmarket for these shares. The
anti-takeover provisions preclude an open nmarket.'

Al so, John Hancock filed papers with the Securities and Exchange
Commission in which it said it planned to offer 102 million
shares in the PO at a price of between $16 and $18 per share.
The conpany had previously estinmated the shares would sell for
$15 to $25.
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MAI A audi t

by C. A Soule
| nsur anceTi nes

BOSTON — The Massachusetts Associ ati on of |nsurance Agents
turning the | ens upon itself.

The Fram ngham based trade group, which for a year has been
conducting its “5 Star” agency nanagenent program is planning to
undergo its own organi zational assessment by the American Society
of Associ ation Executives, a group based in Washington, D.C

“W decided that as |ong as we are asking agencies to go through
a programlike the 5 Star, we should go through sonething simlar
oursel ves,” said d@enn N ininmaki, president of MlA.

Ni i ni maki said that the review woul d cost between $7, 000 and
$10,000, and is set to begin in early spring.

“An association is a business just |ike any other,” N inimaki
said. “The program has several areas they exam ne, including
communi cati on, menbership services, financial planning,
governnment affairs, staffing, officers and directors,

organi zational structure, and mission goals and objectives.”
ASAE consultants will spend several days with MAIA staff,
conducting interviews and review ng procedures. They will
present an oral report on MAIA s organi zational fitness to the
associ ation, then produce a witten report about five weeks after
t hat .

ASAE’ s input ends there, and it will be up to MAIA to decide
whether it wants to come up with an plan to inplenent changes
reconmended by the reports.

MAI A’ s decision to hire ASAE as a consultant opens the question
of what areas MAI A considers a strength, and what it deens its
weaknesses.

MAIA is not able to benefit froma regular input of “outside”
opi ni ons, of course, because it mai ntains an agent-only board.
Does the lack of outside directors inadvertently supply blinders
to the organi zation in acconplishing its goal s?

O Neil said that is a subject that ASAE auditors mght very well



exam ne

Debra Fredericks, of the F.J. Torres Agency in Dighton, Mass., an
MAI A board nenber, |ikes the board’ s conmposition. “The board has
to be made up of agents from every geographic region,” she said.
“After all, we exist as an agent conmunity. W are not in

busi ness per se, we are there to provide services to nenbers. So
one could say with that mssion, there may not be nuch sense in
appoi nting outside directors.”

Ni i ni maki said that he believes MAI A excels at conmuni cation and
governnment affairs. He did not specify areas where he felt MAIA
coul d i nprove.

KimR ONeil, MAIA s president-elect, also had difficulty nam ng
an area where MAI A could inprove. “Maybe this group can, though
and that is why | voted for MAIA to take this step,” he said.
Fredericks agreed with N inimki that conmmunications was the
organi zation’s strong point.

“I was in charge of the comrunications conmittee |ast year, and
the nmessage | got from nmenbers was, ‘don’t ness with a good
thing,” Fredericks said. “Wen you tal k about conmunicati ons,
of course, then you have to tal k about Donna MKenna.” MKenna
is editor of an MAI A newsletter
“We can al ways inprove,” Fredericks continued. “[Niinimaki’s]
pet project for this year is the formation of a branding
campai gn, and | guess you could say that if you are naking a
project of sonmething, that neans that you could inprove at it.”
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Rl Health Surcharge To Cover |nsolvency Fund Proposed

PROVIDENCE, R I. —A state | awnaker has proposed | evying a
surcharge on health insurance prenmiuns to create an emergency
fund for physicians and hospitals in case another insurer
col | apses.

House Majority Leader Gerard Martineau is developing the plan to
hel p stabilize Rhode Island' s insurance industry after Harvard
PilgrimHealth Care quit covering patients last nonth after
failing in the state.

"1 think it is in the public's interest and | am absol utely
confident that as a matter of public policy the public would be
on the side of having a small prem um (increase) to ensure
continuity of services in the event of a failure,'' he told The
Provi dence Jour nal

Marti neau, D Wonsocket, said he was working out the details. The
proposal would not help the hospitals and health care providers

i n Rhode Island who estimate Harvard Pil gri mowes themas nmuch as
$60 million

Al fonso Mastrostefano, the state insurance superintendent, said

i nsol vency funds are used in the property and casualty insurance



i ndustry, where the cost of mmintaining the fund is spread anmpong
hundreds of conpani es. Since Rhode Island has only two health
insurers —Blue Cross & Blue Shield and UnitedHeal thcare —the
pl an may be expensive, he said.

“"1f one went down, the other would pay the total cost of the

i nsolvent insurer,'' he said. ""If that's the concept, it is
pretty obvious that is going to add cost to each individual's

policy.""'
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NH Dept. To Qutsource Continuing Ed Adm nistration

by Penny WIIians
| nsurance Ti mes

CONCORD, N.H. — The New Hanpshire Insurance Departnent has

deci ded to outsource managenent of the state's insurance

conti nui ng education programand is actively seeking a contractor
to handl e the job.

The department assumed administration of the programwhen the

| ocal office of the Professional |nsurance Agents of New
Hanpshire ceased operations at near the end of 1998. The group is
now managed by an affiliate in New York.

The department has since concluded that the job is too time-
consumng for its staff. The job involves comunicating with
course providers and instructors; recomendi ng appropriate nunber
of course hours and credits, and maintaining an autonmated system
for tracking conpliance.

In its request for proposals (RFP), the departnment said it wll
seek a contractor that is capable of evaluating applications for
CE providers, instructors and courses in accordance with
departnment gui delines; creating a catal ogue of the providers and
courses for distribution by mail and on the Internet; collecting
fees and remtting themto the departnent, and providing

el ectronic and tel ephone access to all insurers and |icensed
i ndi vidual s who may seek to check their CE status.
The department will require that the programis costs, including

those of the adm nistrator, be covered by fees on providers,
instructors and |icensees.

CE Requirenents

Li censed i nsurance agents and brokers are required to conplete 30
hours of continuing education every two years. Miltiline and

wor kers conpensati on adj usters must conplete 20 hours every two
years and public adjusters, 15 hours.

"The CE programrepresents an enornous workload for the
departnent, " noted Stan Burbank, executive director for the

I ndependent | nsurance Agents of New Hanpshire (I1ANH). "It really



requi res sonmeone specifically designated just to handling the
program whether it is internal or outsourced.”

Bur bank said his organi zati on hopes that any change w || protect
t he worki ngs of the agents and adjusters CE advisory comittees.
Kent Dover of the departnent said the comiittees are expected to
conti nue, although their exact functions may be altered dependi ng
on the successful bidder's responsibilities and capabilities.
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Cov. Rowl and’s Father Dies

WATERBURY, Conn. —Sherwood L. Rowl and Jr., father of Gov. John G
Rowl and, died Jan. 10 at his hone after a long battle with
cancer. He was 70.

Rowl and was a forner Waterbury conptroller and influential nenber
of the city's Republican party. He had worked as a representative
for Row and | nsurance Agency Inc., and was vice president of
Martin and Rowl and Inc. He also a nenber of various comunity
servi ce organi zati ons.

Rowl and was el ected Waterbury conptroller in 1965, defeating the
i ncunbent Denobcrat. He was pivotal in reorganizing the Republican
party that year, leading it to victory over the Denocrats, but
deci ded agai nst running in 1967, preferring to focus on his

fam |y and business. p

All state quits Japan

NORTHBROOK, II1. —Allstate Corp. is closing its Japanese auto
i nsurance operation.
All state still believes there is long termopportunity in Japan's

mar ket. However, the conpany has decided to focus its resources
on other growth initiatives.
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I nsurance Tinmes 2000 Nort heast Educati on Gui de
| nsurance Ti mes

Agency Managenent Traini ng Counci l
P. 0. Box 2379,

Hartford, CT 06146-2379

(800) 442- AMIC;, (860) 298-3993
Fax: (860) 298-3934

E-Mail: antc@inra.com

Web:  www. linra.com

Contact: Bruce Hamstra,

Ph.D., LLIF



I nsurance prograns: Agency Managenent Trai ning Course (AMIC), a
field managenment skill-devel opnent program neets weekly in many
| ocations ; other options/opportunities avail able.

Fi el d Managenent Sem nar (FMS), a one-day continuing skills
devel opnent program covering different managenent topics each
year.

Fi nanci al Aid: Many home offices offer full or partial tuition
assi stance

Class locations: Call for information on class |ocations in the
U.S. and internationally.

The Anerican Col | ege

270 S. Bryn Mawr Ave.

Bryn Mawr, PA 19010

(610) 526-1490

Fax: (610) 526- 1465

Web: www. amercol | . edu

Contact: Student Services Ofice

| nsurance prograns:

Accredited educational institution offering professional

desi gnati on, graduate and continui ng educati on progranms in
lifel/health insurance, financial planning, enployee benefits,
etc.

I nsurance designations: Chartered Leadership Fellow (CLF);
Chartered Life Underwiter (CLU); Chartered Financial Consultant
(ChFO)

O her designation prograns: Registered Health Underwiter,
Regi st ered Enpl oyee Benefits Consul t ant

O her degree programs: Master of Science in Managenent; Master of
Sci ence in Financial Services

Fi nanci al aid: Insurance conpany tuition reinbursenent.

Cl ass locations: Self-study; classes al so conducted by | ocal
chapters of the American Society of CLU and ChFC.

Anerican Educational Institute

P.O Box 356, 170 M. Airy Road

Baski ng Ridge, NJ 07920

(800) 631-8183

Fax: (908) 766-9710

E-Mai |l : aei @eicl ai nsl aw. com

Web: www. gei cl ai msl aw. com

Contact: Fred A Koernig

I nsurance prograns: AEl provides college | evel self-study courses
whi ch focus on the courts' interpretation of clains |aw and
coverage issues.

I nsurance designations: Senior CaimlLaw Associate (SCLA) and
ot hers.

O ass |l ocations: Correspondence

Anerican Institute for CPCU
and | nsurance Institute
of America (I1A)



720 Provi dence Road,
P. O Box 3016
Mal vern, PA 19355-0716
(800) 644-2101
Fax (610) 640-9576.
Contact: Custoner Service Rep.
I nsurance progranms: The Anerican Institute offers the 10-course
Chartered Property Casualty Underwiter (CPCU) professional
i nsurance designation program |1A has numerous offerings,
i ncl udi ng both general education programs in insurance principles
and speci alist prograns

in particular fields.
I nsurance designations: Associate in Cains, Minagenent, R sk
Managenent, Underwriting, Prem um Audi ting, |nsurance
Accounti ng and Fi nance, Insurance Regul ation, |nsurance
Techonol ogy, Marine |Insurance Managenent, Reinsurance, Fidelity
and Surety Bondi ng, Surplus Lines, Personal Insurance, |nsurance
Servi ces and Accredited Adviser in |Insurance.
Class locations: For a list of classes held throughout the
country, call (800) 644-2101.

Brokers License Services, Inc.

144 East 37th St.

New Yor k, NY 10016

(212) 679-4600; (800) 808-3788

Fax: (212) 679-4630

Cont act: Barbara Harvey

I nsurance prograns: Life and health insurance pre-licensing and

conti nui ng education courses in M ne, Mss.,Conn., *NH and NJ.
* CE Only

Fi nancial aid: No

Class | ocations: Boston --- Call for locations in other States.

The Burnham System

19 Everett St.

Sout hbri dge, MA 01550

(888) BUR- NHAM (287-6426)

Fax: (508) 765-1359

E- Mai | : i nfo@urnhansystem com

Web: www. Bur nhanSyst em com

Contact: Ray Burnham CPCU, CLU, CIC, CPIA A'S AP, AIC ARV
AlM AU, AAlI, AAM ARe, ARC, CI RS, ASF, ChFC

I nsurance progranms: CPCU, CIC |IA and CLU ChFC preparatory
material; witten and audi o tape fornmats; noney-back guarantee of
satisfaction. Save tinme and | earn nore —guaranteed. Al courses
written and annual Iy revi sed by Burnham

I nsurance designations: Al CC CPCU 1-9; SM18+19; Intro to Ins
20: INS 21-23; AIS 25; APl 28+29; Intro to Clainms 30; AlC 33-36;
Al M 44+45; Intro to R sk managenent 50; ARM 54-56; Intro to
Underwriting 60; AU 65+66; ALCM 74-76; AAl 81-83; APA 91+92; ARP
101+102; Al AF 111-113; AM M 121+122; AI'T 131-132, 134; ARe
141+142; AFSB 151-153; ASLI 161+162; IR 201; CLU ChFC



Ol ass |l ocations: At your hone at your conveni ence.

Connecticut, University of;

Center for Professional Devel opnent

Box U-56D, One Bishop Circle, Storrs, CT 06269-4056

(860) 486-2965

Fax: (860) 486-5221

E- Mai | :

pcol eman@ccess. ced. uconn. edu

Contact: Patricia Col eman, CPCU, Program Manager

I nsurance prograns: UConn offers courses in preparation for

nati onal designation exans in CPCU, CEBS, INS, ARM AIC and ARe.
We also offers pre-licensing courses for P/C agents & casualty
clainms adjusters & 3-hour CE seminars on a variety of Ins.
Topics. Al prograns have been approved by the CT Ins. Dept.

for producers’ Cont. Ed. credits

I nsurance designations: CPCU AIC, ARM ARe, CEBS, INS

C ass locations: Wst Hartford, Stanford, Hartford, d astonbury,
Far mi ngt on

The Col | ege of | nsurance

101 Murray St.

New Yor k, NY 10007-2165

(212) 815-9237

Contact: C. Henry Ross

I nsurance prograns: ACS in Cccupational Studies; BBA in R sk and
I nsurance; BS in Actuarial Science. Also, an MBA in the same
concentration as the BBA or BS.

Busi ness prograns: Legal Environnent of Business; Capital and
Money Markets; Managerial Accounting; Mnagerial Econonics;

I nternational Finance; Business Policy; O ganizational Behavior;
Managi ng Diversity.

I nsurance designations: CPCU, CLU, CEBS, Insurance and Ri sk
Managenent ; Actuarial Science and Fi nance.

Fi nanci al aid: Yes

Cl ass | ocati ons: New York, NY

Educati onal Training Systens, Inc.

116 M ddl e Road

Sout hbor ough, MA 01772-0410

(508) 481-3578

Fax: (508) 481-5809

E-mail: ets@i ac. net

Web: www. et s-inc.com

Contact: Dennis M Doyle

I nsurance prograns: Conplete internet delivery of 6,000 cont.
educ. credit for insurnace license renewal - unlimted access
I nsurance designations: State |icensing exam preparation via
i nternet.

Busi ness prograns: Conplete internet delivery of securities
licensing unlimted access

Cl ass locations: Internet in hone or office.



Heal d/ Ettli nger | nsurance School

12 Worcester Road, Peabody, MA 01960

(978) 535-3862

Fax: (978) 535-3862 -call first

Contact: Kathy Ettlinger, CPCU ARM AIC AIM AIS CPIW AMM
API

I nsurance prograns: Various property and casualty coverage and
cl ai ms classes including personal auto, homeowners, conmerci al
liability, commercial property, new enployee training, and nore.
Next semester: Conti nuous

Cl ass locations: King's Gant Inn, Danvers, MA;, Holiday Inn,
Randol ph, MA; | n-house to conpani es, agencies

I ndependent | nsurance

Agents of Connecti cut

30 Jordan Lane, Wethersfield, CI 06109

(203) 563-1950

(800) 842-2208; Fax: (860) 257-9981

Contact: David Franson, CPCU

I nsurance prograns: Connecticut CE classes (P+C and L+H) AAl-81-
82-83, AU 65-66, APl 28-29, ACSR- PL and CL, P+C and L+H Pre-
Li censi ng

I nsurance designations: AAl, AU, APl & ACSR

O ass |l ocations: Various

I ndependent | nsurance

Agents of New Hanpshire

125 Airport Road,

Concord, NH 03301

(603) 224-3965; Fax: (603) 224-0550

Contact: Joan M Pageau, AAl, CPIW

I nsurance progranms: Single, nulti-day and Internet P&C courses
fromlicensing through advanced. Self-study for P&C, life and
adj usters. O assroom courses for P&C

I nsurance designations: ACSR, AAl

O ass locations: Concord

I ndependent | nsurance

Agents Assoc. of NJ

2211 \Witehorses/ Mercerville Road

Ham | ton, NJ 08619

(609) 587-4333

Fax: (609) 587-4515

Contact: Jennifer Coriell-Dircetor of Education

I nsurance programns: |nsurance License, continuing education

cl asses, CRS school, ACSR Program

Next senmester: Continuing Ed. year round. CSR school --Sept. 2000
O ass locations: Cont. Ed.- various, CSR School- Janmesburg, NJ.

I ndependent | nsurance Agents
Associ ati on of New York
109 Twin GCaks Drive,



Syracuse, NY 13206

(800) 962-7950 Fax: (888) 432-0510

VWb site: www iiaany.org

Contact: Educati on Depart nent

I nsurance progranms: Al levels of technical classes designed for
agents and brokers, CSRs—Honeowners, auto, general liability,
rating, workers conp., life, health, etc.

Busi ness prograns: Agency nmanagenent master certificate program
Masters | evel seminars for agency owners and principals. Topics:
Fi nanci al managenent, busi ness pl anni ng, producer devel opnent,
mergers and acqui sitions

I nsurance desi gnations: ACSR, AAl

Next senmester: Ongoi ng

Ol ass locations: Buffal o, Rochester, Syracuse, Al bany, Wite
Pl ai ns, Sm thtown, New York, and others

I ndependent | nsurance

Agent s of Rhode Isl and

2400 Post Road, Warwi ck, RI 02886

(401) 732-2400

Fax: (401) 732-1708

Fax- on- denmand: (800) 728-4203

E-Mail: iiari @ol.com

Contact: Robin Federici, CPCU AA, ARM CPIW

I nsurance prograns: Technical courses for basic, internedi ate and
advanced i nsurance students. Mst courses approved for continuing
education credits. A full range of both P& and life home
study/self study systens for training and CE credit. A so, a

sel f-study video rental programon all P&C contracts.

I nsurance designations: Al'S, AAl, CPCU INS,

Class | ocations: 2400 Post Road, Warw ck

I nsurance Library

Associ ati on of Boston

Saval |nsurance Education Center

156 State Street, Boston, MA 02109

(617) 227-2087; Fax: (617) 723-8524

Contact: Jean Lucey, Phyllis Smthers

I nsurance prograns: The center offers classes in nmany nationa
prograns including associates in clains, marine insurance, risk
managenent, automation, reinsurance, fidelity & surety, genera

i nsurance and underwiting, as well as the CPCU program and
speci al seminars.

Busi ness prograns: How to Read and Use Financial Statenents.
Accredited degree prograns avail abl e through partnership with New
Engl and Col | ege of Fi nance

I nsurance designations: CPCU APA AlAF, INS, AICC ARM AU AM
AFSB, AAI, AMM AAM ARe, RPLU.

Fi nanci al aid: Paynment arrangenents wi th many enpl oyers

O ass locations: Beverly, Boston, Dedham Peabody, Quincy,

Sal em Taunton, Weston, Natick



I nternational Foundation of

Enpl oyee Benefit Pl ans

18700 W Bl uenound Rd.

Box 1270, Brookfield, W

53008- 1270

(262) 786-6710, ext. 8563

Fax: (262) 786-8650

e-mail: cebs@febp.org

Contact: Linda Bielski, CEBS

I nsurance designation: The Certified Enpl oyee Benefit Speciali st
(CEBS) designati on.

Cl ass locations: Call for various |ocations throughout New
Engl and and New York

LI MRA I nternational

300 Day H Il Rd., Wndsor, CT 06905-4761

(860) 688-3358; Fax: (860) 298-39342

E-Mail: strategies@inra.com

Contact: Registrar of Schools

Busi ness prograns: Sem nars to educate and devel op hone office
executives, trainers, field managers, sales reps. and agents in
the areas of recruiting, training, sales, planning, team

bui | di ng, marketing, finance, |eadership and nmanagenent.

I nsurance designations: LLIF

Class locations: US, International

Mai ne Association of Life Underwiters

P. O Box 2695, Bangor, ME 04402-2695

(207) 945-4766 ; Fax: (207) 941-0241

E-Mai |l : mal u@n nt. net

Cont act: Sue MKay

I nsurance progranms: Mni-Education fair Mar. 22, 2000 8-5pm
Long-term care, estate planning, salary, continuation plans
O ass | ocations: Augusta

Mai ne | nsurance Agents Associ ation

432 \WWestern Ave., Augusta, M 04330

(207) 623-1875; Fax: (207) 626-0275

E-Mai |l : joecm aa@ol . com

Contact: Joseph M Col pitts, AAl

I nsurance prograns: Agents’ Licensing Reviews; Basic Know edge

O asses; Continuing Education Seminars; Best Practices Managenent
Sem nars

I nsurance designations: AAl, ACSR CIC, C SR

Fi nanci al aid: Yes

Next semester: Continuous

O ass locations: Portland; Augusta; Bangor; Presque |sle/Caribou.

Massachusetts Associ ation
of Insurance Agents

137 Pennsyl vani a Ave.
Fram ngham MA 01701



(508) 628-5452 or (800) 222-2699;

Fax: (508) 628-5443

E- Mai | : massagent @rassagent . com

Web: www. nassagent . com

Cont act: Heat her Kraner

I nsurance progranms: Over 500 P&C and L&H cl assroom prograns

of fered throughout the state. Licensing classes, both P& and
LAH, offered nonthly.

I nsurance designations: CIC, ClISR AA, CPCU

Fi nanci al aid: Schol arshi ps available to Cl SR, Cl C designations
O ass | ocations: Andover, Danvers, Fram ngham Hyannis, Plynouth,
Randol ph, Sturbridge, Westport, W Springfield, others

Nat i onal Associ ati on of

| nsurance Wmen - Mass.

(508) 303 1000 ext. 2465

Contact: Lisa A Rancourt, Education Chair
I nsurance progranms: Various courses

I nsurance designations: Various

Cl ass | ocations: Various

Nati onal Associ ation of

I nsurance Wnen - Rhode |sl and

c/o Mastors & Servant

5700 Post Road

East Greenwi ch, R 02818

(401) 885-5700

Fax: (401) 885-4335

Contact: Carol d owacki

I nsurance progranms: C assroom prograns open to all insurance

prof essi onal s, approved for continuing education credits, |eading
to IlA's General Certificate in Insurance, Associate in |Insurance
Servi ces, and Associate in Personal |nsurance.

I nsurance designations: INS, A'S, API

O ass |l ocations: Throughout state

New Engl and Col | ege of Fi nance

89 South St., One Lincoln Plaza

Bost on, MA 02111

(617) 951-2350

Fax: (617) 951-2533

E-Mail: j.marl ey@i nance. edu

Contact: Judith Marl ey

I nsurance prograns: Coll ege degrees, certificates, designations,
and graduate certificates in financial services including

banki ng, insurance and investnents

I nsurance designations: AS, BS, Gaduate certificates, also prep.
for PLM and LOVA

Fi nanci al aid: Yes, through menber institutions

Next semester: Sept.

Cl ass | ocations: Greater Boston, Metrowest, Central WMass.,

Sout heastern Mass., Cape Cod; Rhode Island; Geater Hartford; New



Hanpshire

Nati onal Associ ation of

I nsurance & Financi al Advisors- NH

76 So. State Street,

Concord, NH 03301

(603) 223-9973

Fax: (603) 228-2118

E-Mai |l : assnrhc@ol . com

Contact: Maxine C ough

I nsurance prograns: Pre-licensing exam preparation program for
persons seeking to be licensed to sell life and health;

conti nui ng education credit progranms; Life Underwiter Training
Counci | designation courses.

I nsurance designations: LUTCF

Cl ass | ocations: Various

New Hanpshire, University of; Wittenore School of Business and
Economi cs

McConnel |l Hall, 15 Coll ege Rd. Durham NH 03824-3593

(603) 862-1367

Fax: (603) 862-4468

E-mail: WBBE. G ad. Programainh. edu

Contact: Ceorge Abraham Director G aduate and Executive Prograns
Busi ness prograns: General managenent, 19-nonth Executive MBA
Program for experienced managers.

Fri day/ Sat ur day schedul e.

Part-time eveni ng MBA program now offered in Durham and
Manchester, NH, 3 1/3 years to conplete.

Busi ness degree: MBA

Fi nanci al aid: Yes

Class |l ocations: Durham NH Executive and Part-tinme MBA
Manchester, NH Part-tinme MBA

New Yor k Center
for Financial Studies
500 Fifth Ave.,
New York, Ny 10110
(212) 221-3500;
Fax: (212) 764-8693
Emai | : NYCSFSP@BFSP. NET
Contact: Beul ah Hi | man
I nsurance progranms: Quality Continui ng Education semnars (in the
convi ence of your own office), teleconferences, |ectures, courses
and wor kshops. W also offer pre-licensing classes necessary to
take NY state licensing exam nation. Long-term Care, Disability,
Et hi cs, Busi nesses Uses of Life Insurnace, Insurance & Estate &
Fi nanci al Pl anni ng.
I nsurance designations: CFP, CLU, ChFC, RHU, REBC, CFP
O her degree prograns: Fully accredited Master of Science in
Fi nanci al Services
O ass |l ocations: Manhattan, Brooklyn, Bronx, Staten Island,



West chester, Queens

ProEd Cor p.

1055 Par si ppany Bl vd.

Par si ppany, NJ 07054

(973) 334-6200

Fax: (973) 334-6662

Email: e-mail @-mail nentor.com

Website: ProEdcorp.com

Contact: Russell H G anger

I nsurance Prograns: Wbrkshops for underwiters, clains
adj usters, agents/producers, marketing reps, and | oss control
per sonnel .

O ass Locations: On-site

Pr of essi onal | nsurance

Agent s of Connecticut, Inc.

25 Chanberlain St.

G enmont, NY 12077-0997

(800) 424-4244

Fax: (888) 225-6935

E- Mai | : educati on@i aonline.org

Web: www. pi act.org

Contact: Educ. & Conference Dept.

I nsurance prograns: Education prograns for all agency personnel;
courses range from basic sem nars to advanced technical issues
and coverages. P/C licensing school also offered.

I nsurance designations: CISR CC

Fi nanci al aid: Yes, schol arships

O ass locations: Connecticut, New Jersey and New York

Prof essi onal | nsurance

Agent s of New Hanpshire, Inc.

25 Chanberlain St.

A ennmont, NY 12077-0990

(800) 424-4244

Fax: (888) 225-6935

Emai | : educati on@i aonline.org

Website: www. pi anh. org

Contact: Educ. & Conference Dept.

I nsurance prograns: Education prograns for all agency personnel;
courses range from basic seninars to advanced technical issues
and cover ages.

I nsurance designations: CIC, CI SR

Fi nanci al aid: Schol arshi ps available to Cl SR, Cl C designations
O ass |l ocations: Throughout state

Pr of essi onal | nsurance
Agents of New Jersey, Inc.
25 Chanberlain St.

d ennont, NY 12077-0990
(800) 424-4244



Fax: (888) 225-6935

Emai | : educati on@i aonline.org

Website: ww. pi anh.org

Contact: Educ. & Conference Dept.

I nsurance prograns: Education prograns for all agency personnel;
courses range from basic senminars to advanced technical issues
and cover ages.

I nsurance designations: CIC, Cl SR

Fi nanci al ai d: Schol arshi ps

Class |l ocations: NJ, Ny, CT.

Pr of essi onal | nsurance

Agents of New York State, Inc.

25 Chanberlain St.,

d ennont, NY 12077-0997

(800) 424-4244

Fax: (888) 225-6935

E- Mai | : educati on@i aonline.org

Website: www. pi any. org

Contact: Educ. & Conference Dept.

I nsurance prograns: Professional education prograns for al
| evel s of agency expertise; frombasic rating semnars to
advanced technical issues and coverages.

I nsurance designations: CISR CC

Fi nanci al aid: Yes, schol arships

Cl ass | ocations: NY, Ny, CT

Rhode Island Life Underwiters and Soci ety of Financial Service
Pr of essi onal s

PMB 119 2484 Warwi ck Ave.

Warwi ck, R 02889

(401) 739-8490

I nsurance prograns: Various seninars and study courses for
conti nui ng education credits. LUTC and CLU ChFC cl asses.

I nsurance designations: CLU ChFC study courses; MSFS study
cour ses

O ass |l ocations: Headquarters office, 400 Reservoir Ave.
Provi dence.

Ri sk & I nsurance Education, |nc.

4314 Joshua Court

Street, MD 21154

(410) 692-0645

Fax: (410) 692-2333

Contact: Dave Sanborn

I nsurance progranms: Variety of progranms with enphasis on
commerci al casualty for experienced people. Mst are specific and
short

O ass |l ocations: Throughout the country

Ri sk & I nsurance
Managenent Society (Rl M5)
655 Third Ave.



New York, N.Y. 10017-5637

(212) 286-9292

Fax: (212) 986-9716

E-Mail: fjordan@ins.org

Contact: Fran Jordan

I nsurance progranms: Ten courses of professional devel opnent

of fered several tines during the year.

O ass locations: Various, including Boston, New York, Stanford

The Saenger Organization, Inc.

77 Main Street

Medway, MA 02053

(800) 451-7619

WWWV. saenger or gani zati on. com

Contact: Susan M Melo

I nsurance prograns: |nsurance |icensing exam preparati on courses
(cl assroom and/ or correspondence) approved in all New Engl and
states. One-day Life, Accident & Health classes approved in M,
CT, MD, PA VA Two-day Property/Casualty classes in MA., CT.,
VA., PA Also, continuing ed prograns approved for MA., MD., DE.,
PA, CT.

O ass |l ocations: Dedham W burn, and Springfield, M

Wal lingford, CT and various locations in MD, VA, PA & CH

Securities Training Corporation

390 Main Street

Worcester, MA 01608

(508) 752-5088

Fax (508) 752-5145

E- Mai | : enorgan@t cusa. com

Web: www. st cusa. com

Contact: Eileen Mrgan, ext. 202

Busi ness prograns: NASD securities courses, Firm el enent
training, Life and Health CE courses

O ass |l ocations: Boston; Wndsor, CT and Snithfield, RI.

Soci ety of |nsurance Licensing Adm nistrators

P O Box 68203

I ndi anapolis, I N 46268-0203

(800) 428-8329

Fax: (800) 849-SILA

Contact: Beth McCGuire

I nsurance designations: SILA Associate and SI LA Fel |l ow

Fi nancial Aid: Annual schol arship

O ass |l ocations: | ndependent self-study courses with nonitored
exans.

Ver nont | nsurance Agents
Associ ation

P. O Box 1387

Mont pelier, VT 05601
802 229-5884



Fax: 802 223-0868
Contact: Jennifer Vel ander
I nsurance prograns: Vernont Interactive TV and Conputer Medi ated
Di stance Learning offers students technical courses for basic,
i nternmedi ate and advanced | evels. Licensing training schools for
P&C, L&H and HMO.
I nsurance designations: ACSR, AAl, CPCU, INS, CIC (SR
Fi nanci al aid: Menbership discounts
Cass locations: 3 primary VIT sites: Col chester, Waterbury,
Rutl and. Licensing schools in Quechee/Wite River Jct. area.
Conput er designation on your own time in your own hone/office

Vernmont Institute for

Fi nanci al Services

163 S. Wllard St., Chanplain College, Burlington, VT 05401
(802) 860-2726

Fax: (802) 860-2773

E- Mai | : Fl oyd@hanpl ai n. edu

Contact: Bridget Floyd

I nsurance prograns: Semi nars, workshops, and conferences for many
facets of the financial servcies industry.

QO her prograns: Undergraduate business adm nistration and
managenent degrees.

Fi nanci al aid: Yes

Class |l ocations: Various sites in northern Vernmont; call for
i nformati on

Worcester County
I nsurance Institute
P. O Box 7037
Worcester, MA 01605-0037
(508) 856-0217
Fax: (508) 856-0217
Contact: Joyce L. Kachmar CPCU, AIC, Al M
I nsurance prograns: |ntroductory, foundation, technical and
prof essi onal designation courses for property/casualty insurance,
including I'l A and CPCU.
I nsurance designations: CPCU  API, ARM AIC, AT, AIS AU
Fi nanci al aid: Yes. D. Francis Mirphy Schol arship
O ass |l ocations: Fitchburg, Auburn, Marl boro, South Bridge,
Webst er, Westboro, Wrcester
Regi stration Deadline: For all INS APl courses all other IIA
courses- Jan. 31, 2000
For all CPCU courses - Feb. 21, 2000.
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NJ Gov. Whitman Urges LTC Benefits

TRENTON, N.J. — CGov. Christie Witman wants the private sector
to follow her | ead and offer enployees |ong-term care insurance
to pay for nursing homes or hone care in their old age.

In her State of the State speech, Witman unveiled plans to offer
state workers the option of purchasing, at their own expense,

|l ong-term care insurance at di scounted state group rates. Buying
such insurance now will enable state workers to chose froma w de
range of long-termoptions |ater, she said.

"1 hope private enployers will follow our exanple by offering it
to their enployees as well,'' she said in her speech

Whitman' s i deas have nerit in an enployee-friendly market where
hungry conpani es are enticing recruits with conpetitive benefit
packages, according to Joseph Gonzal ez, president of the New
Jersey Business and I ndustry Associ ation.

Better yet, they're not mandates, he said.

" " Any busi ness association on the planet doesn't have trouble

Wi th suggestions. W have problemw th nmandates,'' he said.
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Conn. Blues Extends Plans To Kai ser |nsureds

NORTH HAVEN, Conn. —Anthem Bl ue Cross and Bl ue Shield of
Connecticut is offering direct pay coverage under its two

Bl ueCare HVOD plans to the 2,000 state residents affected by the
exit of Kaiser Pernmanente.

Al currently covered Kaiser Permanente direct pay menbers have
been proni sed coverage under one of the two Bl uecare options.
Direct pay nenbers are those who do not have access to group
cover age.

“Many of these people are self-enployed or work for smal
conpani es that don’t offer group coverage,” explains Joan Lane,
mar keting director for Anthem s individual and small group
accounts. “They may al so be part tine workers, between jobs or
ineligible for benefits because they are just entering the
wor kf orce. O her have exhausted the health care benefits
continuation plan (COBRA) fromtheir |ast jobs.”
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Sun Life Guarantees Short Term Disability C ains
The program designed to conplenment the carrier's focus on early

intervention and return-to-work, is a standard feature on all new
group STD policies and includes guarantees on clains turnaround



time and customer satisfaction.

Sun Life's STD cl ai m servi ce guarantee prom ses that all clains
deci sions or requests for additional information on new clains
will be made within five business days. If not, Sun Life wll
refund two percent of the enployer’s annual STD premium If an
enpl oyer expresses, in witing, any dissatisfaction with Sun
Life’'s STD clains service, the carrier will refund one percent of
t he annual premni um

On average, 65 out of every 1,000 enpl oyees incur a short term
disability clainms each year, according to Sun Life officials.
“VWhen enpl oyees are unexpectedly disabl ed, even a short unpaid
absence can threaten their ability to nmeet their financia
obligations.” notes Bob Di ghazi o, assistant vice president.
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Rel i ance Standard O fers NJ Disability Benefit

Rel i ance Standard Life Insurance Co. has introduced a New Jersey
tenmporary disability benefit as a conpani on product to its group
long termdisability product. The plan gives New Jersey enpl oyers
the opportunity to integrate their tenporary and long tern
disability insurance prograns to coordi nate coverages, elimnate
gaps, and provide seam ess benefits to their enpl oyees.

The flexible plan design gives enployers the option of providing
the state’s statutory plan, or an enhanced plan with an extra

| evel of benefits, including higher wage replacenent |evels,

| onger duration periods for coverage, and shorter waiting
periods. An excess benefit option can provide an extra |evel of
benefits in top of the statutory plan.
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Dialysis Firm To Pay Largest Fine For Fraud

BOSTON —A national chain of kidney dialysis centers has settled
a fraud case with the Justice Departnment for $486 million —the

| argest health care settlement in the agency's history.

Federal officials said that National Medical Care Inc. used

Medi care and ot her governnent heal th insurance prograns to pay
for hundreds of needless tests for patients suffering from ki dney
di sease, a condition that frequently requires patients to receive
di al ysi s. .

Company executives al so obtained referrals of | ab busi ness by
payi ng ki ckbacks. Lavish dinners, a yacht excursion and a bear-
hunting trip in Canada were used as inducenents, federa
prosecutor Mark W Pearl stein said.



Nati onal Medical Care is now owned by Fresenius Medicare Care AG
a German conpany that is the world' s |largest provider of dialysis
products and services. National Medical Care's fraudul ent
practices stopped soon after Fresenius acquired the conpany in
1996.
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Enpl oyers Fear Being Sued Under HMO Bill
One-Third Said They Wul d Drop Benefits

More than one-third of enployers in a new survey say they would
probably cut off workers' health benefits if Congress passes a

|l aw al l owi ng patients to sue managed care plans for mal practi ce.
The enpl oyers apparently fear the | egislation could open the door
to the sane kinds of |lawsuits against them

Conpani es are already struggling to contain rising health costs
and deal with disgruntled workers who conpl ain that nanaged care
bl ocks their access to care.

Liability Awards

" Enpl oyers are asking thenselves if this is all worth it, if
they are subject to liability awards of frightening nagnitude,'"’
sai d Jack Bruner, a consultant with Hewitt Associ ates, the
managenent consulting firmthat conducted the survey of 600 |arge
U.S. enployers in Septenber.

In the report, about 36 percent of respondents said they would
probably drop health benefits for their workers if they were
subject to nal practice suits.

Such a nove woul d be a drastic change for nmany |arge enpl oyers,
whi ch have nmade heal th insurance a benefit for nore than 50
years. And in today's tight |abor market, conpanies are reticent
to cut any benefits for fear of |osing workers.

Last year, the House of Representatives passed HMO pati ent
protection |egislation that included giving patients the power to
sue their HMO A Senate-House conmttee is trying to work out a
conpr om se bill

A survey by the Kaiser Fam |y Foundati on and Harvard School of
Public Health found nost voters favored the right to sue HMOs.
But only half of those surveyed say they'd still want that right
if premiuns junped as a result.

Reduce Their Role

Even without the liability fears, sone | arge conpani es have begun
to ook at how they can reduce their role in providing health
benefits. Sone | arge conpanies are considering a voucher system
in which workers are given a fixed anount of noney each year and
all oned to buy coverage on their own.



Adm ni stering and paying for health insurance have becone a

di straction for many busi nesses, said Steve Wtzell, executive
director of Buyers Health Care Action Goup, a coalition of

M nnesota conpanies that jointly purchases health benefits.

The liability factor woul d gi ve conpani es one nore reason to stop
provi di ng coverage, he said. " "Its a huge issue.'

Maki ng their case, enployers point to |large jury awards handed
down against HMX>s in states that already allow |l awsuits. For
instance, a California jury |last year ordered Aetna to pay a
record $120.5 million in damages to a wonan whose husband fought
until his death for coverage of experinental cancer treatnent.

| nsurance Ti nmes
February 1, 2000
Vol. XIX, No. 3

HMO May Bypass RI's Largest Health Provider

PROVIDENCE, R I. (AP) _ United HealthCare of New Engl and says if
it can't reach a new contract with the Lifespan hospital system
next nmonth, it may take its business el sewhere.

United, the second-I|argest health insurance conpany, nmay seek
deals with hospitals aligning with Massachusetts health care
organi zati ons, The Provi dence Journal reported.

That coul d include hospitals near the Massachusetts border, like
Landmar k Medi cal Center in Wonsocket and Menorial Hospital of
Rhode Island in Paw ucket.

Li fespan, the state's largest health care provider, includes
Rhode |sland Hospital and Mriam Hospital

United covers about 337,000 people in Rhode I|Island and near by
Massachusetts.

United and Lifespan have lost nillions of dollars in the past
three years. Wthout a contract, both may be in financi al
troubl e.

If United takes its business fromlLifespan, it could undernine
the hospital network's ability to survive. Last year, it |ost
nore than $46 nillion

But by doing | ess business with Lifespan, United could anger its
own patients. United | ost about $22 million in 1998 and between
$1 million and $2 mllion |ast year.

While United wants to cut the | east-expensive deals possible with
hospitals, Lifespan says it's | osing noney because insurance
compani es haven't been paying their share of the costs.

Budd Fi sher, chief executive officer for United, said United s
option is not necessarily to send patients to Boston hospitals

i nstead of those in Providence.

Instead, the insurer mght try to work out arrangenments with
border-area hospitals |ike Landmark, which |ast year agreed to
work with Massachusetts' Lahey Cinic in providing cancer care.
Al so, Menorial Hospital has an alliance with the Partners
Heal t hCare System which includes Massachusetts CGeneral and



Bri gham and Wonen' s hospital s.

“TIf things didn't work out with Lifespan for sone services, we
woul d certainly | ook for an opportunity to be part of this newy
evol ving regional system'' he said.

Patients and doctors would not l|ike that kind of shift, said John
F. Gllespie, senior vice president at Lifespan

He added that he thinks both sides will reach agreenent.

But if that doesn't happen, United patients will still be treated
at Lifespan hospitals, he said.
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Harvard-PilgrimFiring OF Accounting Firm Seen Contributing To
HMO s Troubl es

O her Layoffs and Job Changes Hurt Attenpts to Track Finances

BOSTON (AP) —Attenpts to restructure the ailing Harvard Pilgrim
Health Care may have contributed to the accounting error that |ed
to its placenment in state control, according to a published
report.

The Boston d obe, citing sources it did not identify, reported
that Harvard Pilgrimchief executive Charles D. Baker Jr. took
steps neant to turn the financially troubled HMO around after he
took over in May. The steps included firing the accounting firm

Fi nance and Conputer Departnents

Pri cewat er houseCoopers, which had been hired to keep track of
day-to-day expenses, in order to adopt internal accounting
procedures. The steps also included | ayoffs and job changes for
workers in the finance and conputer network managenent

depart nments.

The restructuring nade it nore difficult for the HMO to keep
track of expenses anpbng its eight separate accounting systens.
Harvard Pilgrimwas incurring | osses before Baker took over. The
conpany lost $54 million in 1998, and was expected to | ose $100
mllion in 1999.

But then the conpany earlier this nonth announced | osses of nore
than $150 million for the year. Accounting errors were blamed for
the nore than $50 million underestimate.

AG Reilly

Attorney General Thomas Reilly took control of Harvard Pilgrimon
Jan. 4 because he worried that the HMO s | osses and the extent of
its miscal culations would scare creditors into demandi ng
repaynment, endangering Harvard's assets and ultimtely, the care
provided to its nenbers.

Harvard Pilgrimis New England's | argest health mai ntenance
organi zation, with 1.1 mllion nenbers in Massachusetts.



Baker declined to comment on whether the restructuring had | ed
the conpany to miscalculate its |osses.

On Jan. 21, a bond rating firmin New York predicted that the
state woul d eventually pay to prevent Harvard Pilgrinms collapse.
State officials have said repeatedly that a taxpayer-funded
bai |l out of Harvard Pilgrimwas unlikely.

Anal ysts at Moody's I nvestors Service said the state woul d be
unlikely to allow Harvard Pilgrimto be liquidated or sold to a
for-profit insurer with its liabilities excluded fromthe sale
price, two possibilities that Mody's called worst-case

scenari os.
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Ver mont Lawnakers Look For Answers To High Cost O Drugs And Less
Conpeti tion

MONTPELI ER, Vt. —Rising prescription drug costs and decreased
conpetition in Vernont's health insurance nmarket are bringi ng new
urgency, and few answers, to providing affordable health care.
Lawrekers on the Senate Finance Conmittee heard testinony from
state regulators, insurance representatives and | obbyists at a
hearing | ast week on an issue that |egislative | eaders have said
will be at the top of their agenda this year.

The hearing came just 11 days after the state's largest health
mai nt enance organi zation, Kaiser Permanente, officially pulled
out of the Vernont health care market.

Kai ser cited high health care costs and strict state regul ations
in leaving the state. Its departure has |left nearly 120, 000
subscribers to |l ook for new health coverage.

Representatives fromthe non-profit Blue Cross and Bl ue Shield of
Vernmont, as well as Schenectady, N.Y.-based MVP Health Pl an,
testified at the hearing.

In Vernont, a conbination of specialty doctor charges, hospital
and di agnostic costs contributed to make Vernont health costs 21
percent higher than upstate New York, John Hollar of MP said.
More Vernonters are using the health care systemthan ever
before, said Elizabeth Costle, comm ssioner of the state

Depart nent of Banking, Insurance, Securities and Heath Care

Adm nistration. This greater "~ “utilization'' of the health care
system al so i ncreases costs.

Commi ttee chai rwoman Sen. Cheryl Rivers, D Wndsor, chastised

Bl ue Cross and Blue Shield for not nore doing nore to enroll new
subscri bers while passing off nore expensive patients. In

Cct ober, Blue Cross's health naintenance partnership, The Vernont
Heal th Pl an, noved nearly 30 percent of its 27,000 custoners to
other insurers in a cost-saving measure.

Ri vers | anented declining conpetition in the state, saying
quality of health insurance will suffer as fewer conpanies offer



servi ces.

“TIf we could get them conpeting on efficiency and quality,’
said Rivers. "Despite our best efforts, they seemto have this
pattern.''

""We really have whol |y abandoned the notion of health

i nsurance,'' Lloyd Kelley Jr. of the Anerican Associ ation of
Retired Persons told the committee. " “W've got a major problem
on our hands. A lot of Vernonters are really hurting. Let's get
to work."'
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Managed Care Protections, Health Pools Anong NH Gov.'S Priorities

CONCORD, N.H. — Stronger consuner protections for patients in
managed care are anong Gov. Jeanne Shaheen's top goals this
| egi sl ative session
" "Working together, | believe we can continue to nake a
di fference on issues that matter nost to New Hanpshire
famlies,'' Shaheen said in a recent statenent.
She urged legislators to:
Make heal t h mai nt enance organi zati ons nore accountable to
consuners.
Let small businesses band together to save noney on health
i nsurance for enpl oyees.
Hol d school s accountable for their performance and hel p them
i mprove
Approve a settlement with Public Service Conpany of New
Hanpshire to bring electric conpetition to nost of the state.
Close a $30 nmillion budget shortfall created by the new school
financing | aw.

"l believe the best way to fill this gap is to increase the
cigarette tax by 10 cents rather than, as sone have suggested,
either cutting essential services or increasing our reliance on
the statewi de property tax,'' Shaheen said.
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LTC Maj or Gowth Product For |nsurers: S&P

Long-term care insurance represents one of the nost significant
growth products for the insurance industry, a |eading industry
anal yst shas concl uded.

Despite increasing conpetition fromother types of financial
services firms, insurers are better positioned to sell this
product than conpetitors, according to Standard & Poors.
“Long-term care insurance stands out as a product that insurers



can provide better than conpeting industry sectors because it
requires not just asset managenent experience but al so the
ability to underwite, sell and rmanage a | ong-term protection-
based product. Insurance agents are uniquely qualified to sel
such a protection product. Wile everyone can potentially need
long-termcare, it is not a certainty and any such need is often
perceived to be far in the future,” the report said.

S&P sees LTC sales continuing to grow as awareness of the product
gr ows.
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Nom nees For Business Ethics Award Sought

BRYN MAWR, Pa. —The Soci ety of Financial Service Professionals
i s seeking nom nees for the seventh annual American Busi ness
Ethics Award (ABEA). Entry fornms are avail able from nati ona
headquarters and fromlocal chapters throughout the country.

The ABEA honors conpani es that exenplify high standards of
ethical behavior in their everyday busi ness conduct and in
response to specific crises or challenges. The award was
established in 1994.

The deadline for 2000 ABEA entries is March 15, 2000.

Awards will be presented in three categories: public conpanies,
private conpani es, and small businesses (conpanies with 100

enpl oyees or fewer). Insurance conpani es, brokerages and agencies
are not eligible to participate. An independent panel of experts
drawn from busi ness, academ a, public service, nedia, consulting,
and the ethics community will judge entries.

Past ABEA recipients include: Bell Atlantic, Wl ker |nformation,
Wight Water Engi neers, Lockheed Martin Corporation

Pri cewat er houseCoopers, Feni nore Asset Managenent, Wyerhaeuser
Co., Western Extralite Co., Delta Sand & Gavel Co., Starbucks
Cof fee Co., Texas Instrunents, Levi Strauss, Merck & Co., H B
Ful l er, Quardsmark, Rich Products, and Hanna Andersson

For nore information,call 88-243-2258 or visit the Society's Wb
site at www. financi al pro. org.
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NAI LBA O fers New Certification Program

The National Association of |Independent Life Brokerage Agencies
and The Anerican Coll ege have | aunched a new certification
program for NAI LBA nenbers.

The new NAI LBA Professional Gowh Certificate Programis geared
toward general agency staff to help them better understand



i ndustry technol ogy, products, operations, issues, |aw and other

subj ect s.
The program has three elenments, including Chartered Life
Underwriter courses in individual life insurance and life

i nsurance | aw.
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Clus, Chfcs Continue To Grow I n Nunmber

BRYN MAWR, Pa. — The Anerican Coll ege awarded a total of 2,805
new Chartered Life Underwiter (CLU and Chartered Financia
Consul tant (ChFC) designations in 1999,.

Last year saw an increase of 22 percent in CLUs to 1,577, as
conmpared to 1,286 in 1998. The nunber of ChFC new desi gnees
increased by 7 percent, up from1,153 in 1998, to 1, 228.

"The CLU and ChFC designations continue to dom nate the financial
services environnent," commented American Coll ege President
Sanuel H Wese, Ph.D., CLU, CPCU.

Since 1982, the Coll ege has granted nore than 38,000 CLU

desi gnati ons and 33, 000 ChFC desi gnati ons.

Indicative of the diversity of today's financial services

wor kforce, nearly 22 percent of CLU designees and 19 percent of
ChFC desi gnees are wonen. Seven percent of CLUs and 8 percent of
ChFCs providi ng denographic information reported their ethnic
background as Asi an- Anerican, African-American, Hi spanic,
American I ndian or Native Al askan.

The profile of the 1999 CLU cl ass shows that other than life

i nsurance, the new CLUs primarily work in retirenment and estate
pl anni ng, health and group insurance, nutual funds, enployee
benefits, conprehensive financial planning, tax planning,
securities, and property/liability insurance.

The new ChFC designation holders deal in estate and retirenent
pl anning, life insurance, mutual funds, health insurance,

conpr ehensi ve financial planning, pensions, enployee benefits,
group insurance, securities and tax pl anning.
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Consuners Urged To Heed Changes In PM Requirenents

Mass. Secretary of State Says Many Coul d Drop Coverage Due to
Rise in Property Val ues

BOSTON (AP) —Massachusetts Secretary of State Wlliam Glvin is
urgi ng homeowners to watch their mail for a chance to reduce
their nmonthly nortgage paynents.



A federal law that went into effect |ast sunmer requires nortgage
| enders to send out annual notices telling homeowners how to
contact themand their rights regarding private nortgage

i nsur ance.

"“Alot of people are paying private nortgage i nsurance that

shoul dn't be paying it,'' @Glvin said.

Private nortgage insurance is often required by |Ienders when a
honeowner has a down paynent of |ess than 20 percent. The

i nsurance covers the lender in case the borrower defaults.

No Longer Necessary

But Galvin said rising property val ues over the past few years
may enabl e some honeowners to denmponstrate that PM is no | onger
necessary.

If a homeowner can show, through an appraisal or other neans,

that the amount owed on a nortgage has dropped to | ess than 80
percent of the value at the time of purchase, he should be able
to elimnate their PM.

For exanple, a person who owes $160, 000 on a $200, 000 hone stil
owes 80 percent of the hone's value. But if that home's val ue has
grown to $400, 000, the $160, 000 debt now represents only 40
percent of the hone's val ue.

O her honeowners may al so be eligible to get rid of their private
nmort gage i nsurance sinply because they have paid down the anount
t hey owe.

Gal vin said the Honeowner Protection Act of 1998, which went into
effect in July, requires lenders to automatically term nate PM
for nortgages originating after July 28 when they attain 22
percent equity in the hone.

But hol ders of older nortgages still need to request that it be
done.

Brochures to hel p consuners deternmine if they are eligible to
terninate their PM are avail abl e through the secretary of
state's office or at nost registry of deeds offices.

Information is available by visiting the Wb site at

wwwv. st at e. ma. us/ sec/cis or by calling 1-800-392-6090.

January Noti ces

Gl vin said he decided to rem nd honeowners now because nmany of
themw || be receiving their Form 1098 due for tax filing

pur poses by the end of January with the notice of their PM
cancellation rights. He said the notice should al so include an
address and tel ephone nunber to contact their |enders.
Otentinmes, Glvin said, nortgages are sold and consuners are not
aware of how to contact the new hol der of their nortgage.
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Putnam O fers TermLife Option For Miutual Fund Sharehol ders

BOSTON —Put nam | nvest ment s has begun offering Putnam | nsured
Investor, a termlife insurance option for its nutual fund
sharehol ders, in cooperation with Allstate Life.

Putnam says it is the first independent nutual fund conpany to
of fer such a product.

I ndustry Standard

Managi ng Director Ri chard A Monaghan, chief of Putnam Mitua
Funds, said he believes "this type of investor protection option
wi |l beconme an industry standard in the near future.”

Put nam I nsured I nvestor can help investors and their investnent
advi sors manage the risk in their portfolios. Putnam believes the
i nsurance protection will appeal to investors who want to:
protect the value of their nutual fund investnents for their
beneficiaries; safeguard their estates fromthe effects of market
volatility and econom ¢ changes, and provide beneficiaries with
the potential for an insurance benefit free fromincone tax.

"W believe that Putnam I nsured | nvestor may enabl e sone

i nvestors to choose to invest nore aggressively than they do
now, " Monaghan said. "Oten, as they approach their retirenent
years, investors reduce the equity portion of their portfolios.
Put nam I nsured I nvestor m ght enable investors to maintain
stronger equity positions because they have a neasure of

i nsurance protection.”

Put nam I nsured Investor will becane available to investors in 35
states on January 18. It will be available in other states
pendi ng regul atory approval .

At the death of an insured sharehol der, Putnam Insured |nvestor
will pay the difference, if any, between the original nutual fund
account value and the greater of: the maxi mum anni versary val ue
or a 5 percent conpound annual increase on the investor's tota
contri bution.

Exanpl es

For exampl e, the products would protects in cases where the

maxi mum anni versary val ue has dropped. A $100,000 rutual fund

i nvest ment grows to $150,000 by the first anniversary date. The
maxi mum anni versary value is set at $150,000. During the second
year, the account value declines to $120,000. If the insured
shar ehol der dies before the third anniversary date, the nmutua
fund shares (worth $120,000) pass to the heirs; in this case,
the beneficiaries receive $30,000 in a life insurance benefit,
for a total of $150, 000.

It can protect in other cases of declining values. A $100, 000
mutual fund investnent declines to $90,000 by the first contract
anni versary date. The maxi mum anniversary value is set at

$100, 000, the amount of the original investnment. In the second
year, the value declines again, to $85,000. Again, on the second
anni versary, the maxi mum anniversary value is set at $100, 000.
Assum ng that the insured sharehol der dies before the third



anni versary date, the nutual fund shares (worth $85,000) pass to
the heirs. The beneficiaries receive another $25,250 in life

i nsurance benefits. The paynent occurs because the origina

i nvest nent, conpounded at an annual rate of 5 percent, would have
been worth $110, 250, which is greater than both the account val ue
and maxi nrum anni ver sary val ue.

Al | state Cooperation

The cooperati on between Putnam and Allstate Life on Putnam

I nsured I nvestor continues an associ ati on begun in March 1999,
when t he conpani es announced an alliance to market insurance
products. The conpani es have been offering Putnam Al | state

Advi sor, a variable annuity with 25 investnent options, since
May. Putnam Al |l state Advisor has nore than $875 million in
asset s.

New i nvestors in Putnam funds will have 30 days to purchase the
Put nam I nsured I nvestor option. Current Putnaminvestors wll
have until Septenber 30 to choose the option. The m ni mum account
size for Putnam Insured Investor is $10, 000.

The annual insurance prem um for Putnam lnsured Investor is 0.30
percent of account value for shareholders age 21 to 70; for

i nvestors age 71 and older, it is 0.50 percent. The maxi mum i ssue
age for Putnam lnsured Investor is 75.
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EBRI Survey Shows Iras Fueled By Rollovers, Not By New
Contri buti ons

Rel atively few taxpayers contribute new savings to their

i ndi vidual retirenment accounts (IRAs) each year, according to new
data reported by the nonparti san Enpl oyee Benefit Research
Institute (EBRI).

EBRI found that only 25 percent of |RA owners made a new
contribution, indicating that nost of the noney flowing into | RAs
was “rolled over” from enpl oynent-based retirenent plans such as
401(k)s. The data are reported in the Decenber issue of EBRI

Not es.

While the trend in I RA fundi ng has been noted before, the EBRI
research is based on the nost recent data available fromthe
Internal Revenue Service. New contributions to | RAs dropped off
sharply after Congress restricted tax-deductible contributions to
IRAs in 1986, but as the EBRI report notes, new | egislation my
change that trend.

The Taxpayer Relief Act of 1997 was designed to increase new
(nonrollover) IRA contributions by raising inconme limts on
eligibility for traditional deductible |IRAs, creating the new
Roth I RA, and expandi ng the all owabl e reasons for penalty-free

wi t hdrawal of funds before retirement. Since the |aw has been in



effect for only two years, it is too early to tell definitively
what effect it has had on I RA contribution rates.

“This law, conbined with aggressive marketing of |RAs by
financial institutions, could lead to i ncreased use of |IRAs as
active savings vehicles,” said EBRI President Dallas Salisbury.
Some of the report's key findings:

Twenty-two percent (26.1 million) of American wage-earners
owned an IRA in 1995, but just 6.4 mllion individuals reporting
i ncone made a contribution to their IRA (this represents 5.4
percent of these individuals and 25 percent of |RA owners).

Total assets in IRAs anbunted to nore than $2 trillion in 1995.
The average bal ance was $46, 762, but this figure is skewed by a
relatively few | arge account bal ances. The nedi an | RA bal ance was
$17, 546.

Bot h nmedi an and average | RA contributions in 1995 were $2, 000,
i ndicating that nost individuals contribute the nmaxi num annua
amount permitted by |aw ($2,000) when they contribute.

| RA assets increase with age up to retirenment age. The nedi an
bal ance in 1995 was $5, 110 for IRA owners in their early 30s;
$37,019 for those ages 6569, and $28, 399 for those age 70 and
ol der. The average bal ance was $10,525 for those in their early
30s; $85,142 for those ages 6569; and $69, 216 for those age 70
and ol der.

Not surprisingly, those with higher incones contribute to |IRAs
nore often and have | arger bal ances than those with | ower
i ncones.
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I ndi anapolis Life To Merge Wth American Miutual Hol di ng, Not
American United Life

| NDI ANAPOLI S (AP) —Anerican United Life Insurance Co. and

I ndi anapolis Life Insurance Co. called off plans to nmerge, just
weeks after the General Assenbly approved legislation to help
foster the deal

I ndi anapolis Life announced it instead will nerge with American
Mut ual Hol di ng Co., a Des Mines, |owa-based insurance conpany.
A news rel ease announci ng the new deal nentioned the dissolution
of the nmerger with AUL only in passing.

““Indianapolis Life has decided to pursue a different business
strategy,’’ AUL spokesnan Jim Freeman sai d.

AUL and | ndi anapolis Life announced their plans to affiliate and
forma controversial, publicly held holding conmpany in Novenber
1997, but were stymied by their inability to win changes in state
| aw necessary for the deal to go through

AUL and | ndianapolis Life, both owned by policyhol ders, wanted
the CGeneral Assenbly to sweep away | aws that prevented them from
form ng a mutual hol ding conpany. The legislation was finally



enacted after a special mni-session of the General Assenbly in
Novenber .

AUL, which enploys 1,300 people in Indianapolis, had threatened
to nove its headquarters to another state if the legislation
wasn't approved. It said it needed access to nore capital to
allowit to grow fast enough to stay independent in a quickly
consol i dating industry.

Freeman said AUL still planned to forma nutual hol di ng conpany,
but with two other partners, Pioneer Mitual and State Life, now
that Indianapolis Life has pursued a new strategy.

““Originally, all four of us we’'re going to be a part of it,’’
Freeman said

Freeman said the new | aw woul d enabl e AUL to renmain headquart ered
i n I ndianapol i s.

"“The law had nade it possible to stay domiciled in Indiana,’
Freeman said. ~ "W’ re just going to | ook for continued growth
opportunities out there.’

I ndi anapolis Life said that as part of its nmerger with American
Mutual Holding, it will denutualize and beconme part of a publicly
traded conpany.

| nsurance Ti mes
February 1, 2000
Vol. XIX, No. 3

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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Supt. Levin Ctes Financial Mdernization As Top Priority

NEW YORK —Cal I'i ng the new financial services nodernization act
the "nost substantial overhaul of the franmework governing



financial services" since the 1930s, New York Superintendent of
Insurance Neil D. Levin said that reengi neering state insurance
regulation to neet the needs of the new deregul ated financi al
services environnment will be a top priority for his agency.
"Life will never be the sanme," Levin said, adding "this is not a
bad thing."

Levin made his remarks Jan. 12 at a Current |ssues Seninar called
to explore how the state and the industry can work together now
that the 1930 G ass-Steagall barriers anong financial services
segnents have been torn down.

In his remarks, Levin traced the history of financial services
deregul ation, beginning in the early 1980s when Presi dent Reagan
and Treasury Secretary Donald Regan first proposed financi al
servi ces deregul ati on and Sears bought Cal dwel|l Banker and Dean
Wtter.

Congr ess Not Ready

"Back in the early '80s, people actually thought d ass-Steagal
woul d come down," he said. But the marketplace was not ready and
nei t her was Congress.

Since then, the financial services marketplace has conme to be
governed by a "patchwork" of administrative actions and court
deci si ons whi ch, Levin maintained, has proven inefficient for
all: conpani es, sharehol ders, regulators and consuners.

"What has occurred has occurred in the nick of tine," he said,
noting that conpanies and regulators were struggling to operate
in the ad hoc framework. "There has been a great deal of
confusion."

The new | aw, known as the G amm Leach-Bliley Act, "rationalizes
the marketplace" at a tine when it appears consuners rmay be nore
ready for one-stop financial services shopping. It also nmakes it
nore efficient for financial services conpanies that want to
offer multiple financial products. Finally, the new | aw "nakes it
nore transparent” for regulators, the New York regul ator noted.
Levin noted that financial nodernization |egislation has cone
along at a tinme when there are dramati c changes taking place in
capital markets, and when conpani es have access to newtools to
manage their risk

Just as financial services conpanies nust change to conpete in
the new worl d, regulation nust change, too, he warned.

"If regulators stand still, conpanies will not be able to grow
with the tinmes,"” Levin said.

"W have to nove forward in partnership in order to protect
policyhol ders,” he told conmpany executives.

At the sane seminar, First Deputy Superintendent of |nsurance
Gregory V. Serio called financial services deregulation a "bit of
a pressure cooker" that has had its top taken off.

He stressed that dealing with the new financial services
environment is a top priority for the departnent and requires a
I ong term conmitnent.

"W have to i mMmerse ourselves in the details. No one is excluded.
We all have a role because our response will define insurance



regulation in the century and where the financial services
mar ket pl ace is going in the U S and worldw de," Serio stressed.
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Quality Health Care, Privacy Among U.S. Initiatives, Shalala
Tells P/ C Executives

NEW YORK -- Private insurers and government can work together to
produce a health care delivery systemthat produces higher

qual ity outconmes at | ower costs, according to the Honorabl e Donna
E. Shalala, secretary, U S. Departnent of Health and Human

Servi ces.

In an address to the Property/Casualty |Insurance Joint |Industry
Forum held here, Shal al a enphasi zed points of comon interest
and concern between private and public health care delivery
systens. As administrator of Medicare -- the world' s |argest
health care delivery system-- Shalala identified the elinination
of fraud and waste, the inprovenent of clainms nanagenent systens
and increasing the quality of care as sone of her nobst inportant
priorities.

“W’ve put sone people in jail,” she said, adding that an
aggressi ve stance against fraud has put a billion dollars back
into the Medicare system

Shal al a noted t hat workers conpensation and autonobile insurers
al one spend over $50 billion dollars on nmedical services. “How
that noney is spent and how the effects interact with other
segnents of the health care systemis inportant to all of us,”
she said. Keeping close tabs on provider treatnent and billing
practices are just two ways that various federal health care
prograns have succeeding in reducing costs.

Shal al a enphasi zed that focusing on cost alone is not enough.

“W want to introduce nore quality neasures into the health care
systemwhich in the long run is what we need to do to contro
health care costs,” she said.

Government is now working with the private sector to devel op

obj ective standards to rate outcones, according to Shal ala who
added that “An evidence-based health care systemis where we need

to now nove. In the end, providers of health care want to be
abl e to use centers of excellence wherever they can get price and
quality.”

Anot her challenge to the provision of nedical care in the 21st
century involves the privacy of nedical records. “Qur Bl ockbuster
cards have nore federal protection than our health care cards,”
said Shalala. She said that there is presently no federal |aw
regul ati ng who can access nedi cal records or how they can be
used, adding that in the absence of a | aw, the governnent woul d
publ i sh gui delines designed to protect the privacy of electronic
records.



Shal al a stated that the guiding principal in devel opi ng standards
governing the privacy of nedical records is sinple: “Health care
records ought to be used for health care purposes.”

Shal al a pointed out that the proposed privacy standards w ||
likely have an inpact on property/casualty insurers. Although

t he proposals do not directly cover workers conpensation or

aut onobi | e i nsurance prograns, they do cover “all disclosures by
a treating doctor or health care practitioner including workers’
conpensation cases.” She added that the government has
“struggl ed” with the issue of workers conpensation and that he
recogni zes that the “..enployer and insurer have a legitimte
interest in certain informati on about a patient’s condition.”
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Safety Pronotes 6; PRUPAC El ects Rafter Chairman; National G ange
El ects Van Berkel; CGQJ Pronptes Roche

Safety

Saf ety I nsurance Co. of Boston has pronpted several enployees to
assi stant vice president positions::

WlliamJ. Barthelmes to assistant vice president for honeowners;
Robert Duggan, assistant vice president, MS; Kathy G roy,

assi stant vice president, human resources; Richard Qi nan,

assi stant vice president, casualty clains; Janet Kell eher,

assi stant vice president, controller, and Kurt Johnson, assi stant
vice president, MS

PRUPAC

Edward M Rafter |1l has been el ected chairman of Prudential
Property and Casualty I nsurance Co. (PRUPAC), Holndel, N J. He
has been president and chief executive officer of PRUPAC since
1998.

Earlier this nonth, Rafter announced that Prudential signed a
definitive agreenent to acquire St. Paul Specialty Auto fromthe
St. Paul Conpanies for $200 million. The unit specializes in
mar keti ng and underwriting non-standard autonobil e insurance.

W R Berkl ey

W R Berkley Corp. announced that its president and chief
operating officer, John D. Vollaro, has resigned, effective March
1, 2000. WIliam R Berkley, chairnman and chi ef executive officer
of the conpany, will assune the position of president.

W R Berkley Corp. is a holding conmpany which, through its

subsi diaries, operates in all segnments of the property casualty
busi ness.

Partri dge Snow & Hahn
John J. Partridge, a partner in the Rhode |sland-based |law firm



Partri dge Snow & Hahn, has been naned a nenber of the Federation
of Regul atory Counsel, Inc., an association of attorneys
specializing in insurance regulatory law. Partridge nmanages the
firms insurance and health practice areas.

caU

Bost on- based CGU has pronoted WI1iam Roche to assi stant
corporate controller, reporting to WIlliam Jensen, controller.
Roche will work on the design and inplenmentation of CGQJ s plan to
integrate prenmiumand | oss reporting systens of both the former
CGeneral Accident and Commercial Uni on Compani es.

ProMut ua

ProMut ual G oup, the Boston-based nedical mal practice insurer,
recently named John Greguoli as sales and marketing specialist to
manage marketing functions in Massachusetts.

The conpany al so naned Erin Giffith marketing and comuni cati ons
specialist. Giffith will assist in the creation and devel opnent
of advertising, public relations and narketing material s.

Nati onal G ange Mt ual

Nati onal Grange Mutual’'s board of directors has el ected Thomas M
Van Berkel as president of insurance operations for national
Grange Mutual Insurance Co. in Keene, N H

Atl antic Mutual

Thomas P. CGorke was naned senior vice president of Atlantic
Mutual Surety, the new division of Atlantic Mutual Cos. that
began operations in January.

Gorke will be responsible for devel oping a portfolio of contract
and commercial surety bond business, as well as planning and
managi ng the division' s |ong-term strategy.

Morse Payson & Noyes

Morse, Payson & Noyes | nsurance announced the appoi ntnent of
Peter L. Sparta as regional vice president for Miine. Sparta will
oversee all Maine operations of the multi-state agency which has
of fices in Maine, New Hanpshire and Massachusetts. The agency is
a whol | y-owned subsi diary of Peoples Heritage Bank.

Farmers | nsurance

Steve Feely has been named senior vice president and chief

mar keting officer at Farmers Insurance Group. Feely, who has been
with Farmers since 1974, previously served as vice president of
field operations.
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Empire General Life
Assurance Corporation
28 Wiite Bridge Road
Nashville, TN 37205

The above conpany has nade application to the Division of

I nsurance for an license/Certificate of Authority to transact
Accident, Health and Life Insurance. in the Commonwealth.

Any person having any information regardi ng the conpany which
relates to its suitability for a license is asked to notify the
Di vision by personal letter to the Conmm ssioner of Insurance, One
South Station, Boston, Massachusetts 02210 Attn: Fi nancia
Surveill ance and Company Licensing, within 14 days of the date of
this noti ce.
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January 18, 2000

American Fanily Home | nsurance Conpany
7000 M dl and Boul evard
Anelia, Ohio 45102

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 Commobnweal 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 Conm 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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February 1, 2000

Anmeri can Skandi a
Assurance Corporation
One Corporate Drive
Shelton, CT 06484

The above conpany has nade application to the Division of

I nsurance for an license/Certificate of Authority to
transact:.variable life insurance. in the Comonwealth.

Any person having any information regardi ng the conpany which
relates to its suitability for a license is asked to notify the



Di vision by personal letter to the Comm ssioner of Insurance, One
South Station, Boston, Massachusetts 02210 Attn: Fi nanci al
Surveill ance and Company Licensing, within 14 days of the date of
this notice.
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January 18, 2000

Uni ted Fi nanci al

Casual ty Company
11457 A de Cabin Rd., Suite 235
St. Louis, MO 63141

The above company has nade application to the Division of

I nsurance for an license to transact:1 Fire; 2A Ccean and I nl and
Marine; 6F Liability other than Auto; 6G Auto Liability; 7

d ass; 12- Burglary, Robbery, Theft Forgery, Larceny; and 54C
Conmpr ehensi ve Motor Vehicle and Aircraft in the Comonweal t h.

Any person having any information regardi ng the conpany whi ch
relates to its suitability for a license is asked to notify the
Di vi sion by personal letter to the Conm ssioner of Insurance, One
South Station, Boston, Massachusetts 02210 Attn: Fi nanci al
Surveill ance and Company Licensing, within 14 days of the date of
this noti ce.
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Insurers Facing Costly Battle To Overturn Calif. Right-To-Sue
Laws

by John Howard
Associ ated Press

SACRAMENTO — I nsurers seeking to overturn two new right-to-sue
| aws have raised far nore noney than their traditional rivals,
the trial |awers.

Insurers and their business allies have raised $44 mllion for
their campai gn, while the | awers have coll ected about $1.3
mllion, according to financial docunents filed with the
secretary of state.

At issue are Propositions 30 and 31 on the March 7 ballot. The
ref erenduns ask voters whether California should keep the bad-
faith-lawsuit | aws signhed | ast year by Gov. Gray Davis, a
traditional political ally of the trial |awers.

March 7 El ection



The new | aws, bl ocked pendi ng the outcone of the March 7

el ection, would restore the right of accident victins to sue
responsi bl e parties’ insurance conpanies if they dishonestly deny
or delay paynent of legitimte clains.

The busi ness-insurance coalition opposes the two | aws and seeks a
""no’’ vote on the referenduns. The | awers want a ~"yes’'’ vote.
O the noney the insurance-busi ness group has collected, at |east
$20.8 million has been spent, and $23 nmillion is in the bank for
the final two nonths before the prinary.

The attorneys, who often spent as nmuch as insurers in other

el ections in which they clashed, have collected $1.3 million,

wi th about $405, 000 of that unspent.

I nsurer Contributors

More than $41 million of the insurance-business group’s noney
came froma handful of mgjor insurance conpanies. That includes
at least $16.7 million from State Farm $15.8 million from
Farners, $3.5 million from USAA, $1.4 nmillion fromLiberty Mitua
Goup and $3.9 million fromAllstate.

The bulk of it was spent on television ads that began Oct. 18

st at ewi de and have continued virtually unabated. The adverti sing
i ncluded an unusual effort to persuade voters to sign petitions
to qualify the referenduns for the ballot.

"“The coalition has known for a long tine that if these
propositions are not defeated, it is going to cost millions upon
mllions of dollars to California insurance consuners,’’ said
John Sul l'ivan, a spokesman for the coalition, Consunmers Agai nst
Fraud and Hi gher Insurance Costs.

At least $4 mllion went to signature-gatherers, according to the
campai gn reports, which cover all of 1999.

"“Clearly the insurance industry has the overkill and ability to
raise $44 mllion paid fromconsuners’ prem uns to wage a very
deceptive canpaign,’’ said Kelly Hayes-Raitt, a spokesworman for
the attorneys’ canpaign, called Consuners and Their Attorneys —
Yes on Proposition 30. She said the attorneys will nmount a maj or
effort in the final weeks.

"W are waging a full-blown canpaign that will be absolutely
competitive,’’ she said.

Royal @G obe Doctrine

The doctrine allow ng bad-faith lawsuits is known as "~ Roya

d obe,’’ naned after the insurance conpany that figured in a
state Suprene Court case in the 1970s. The high court established
the doctrine in 1979. The sane court, with different nmenbership,
threwit out in 1988. Trial |awers have sought to reinstate it

si nce.

Bad-faith judgnments and settlenents often result in higher awards
than those in other civil cases. Trial |awers say bad-faith

| awsuits effectively deter insurers fromlowballing clains.
Insurers believe the decision did little but drive up costs.
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