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Trend seen continuing during 2000

After a prolonged soft commercial insurance narket,
property/casualty rates across the country have slightly hardened
over the last year for accounts of every size, according to the
new Commerci al I nsurance Market |ndex published by The Council of
I nsurance Agents & Brokers.

The Council's Comercial |nsurance Market |ndex surveys nenber
firmse fromall regions of the United States. It shows that an
unm st akabl e upward trend is underway in the pricing of five

di stinct lines of conmercial property/casualty insurance. Wile
nost of the increases have been 10 percent or |ess over the | ast
year, increases are continuing today conpared to prices of just

t hree nont hs ago.

Group Medical Rates

Mor eover, the index shows that group medical coverage rates are
up significantly conpared to a year ago and, at this time, show
no sign of turning around.

For snmall accounts, 59% of firnms report increases conpared to one
year ago, while 45%report increases over the |last three nonths.
For large accounts, 48% of firms say prices are up conpared to
one year ago, while 45%report higher prices within the last 90
days.

Among five lines of insurance, the commercial auto and workers
conpensation markets have clearly hardened the nost over the | ast
12 nont hs.

"There is a great need in our industry for reliable and

conpr ehensi ve data about the condition of the narketplace," says
Council President Ken A. Crerar. "That is why we created the
Conmrer ci al | nsurance Market | ndex.

He said the index gives agents solid nunbers to use when talking
to clients about broad market conditions."

The Council will release new index findings every quarter.

In this first release, the data show that the nost significant
increase in rates has occurred for medium size accounts. Seventy
percent report that prices for nedium accounts are higher today

t han one year ago, while 64% report higher prices within the | ast
90 days.

Si xty-seven percent report that the workers conp market is
"somewhat hard" compared to one year ago, while 5% report that it
is "very hard." Conpared to three nonths ago, the workers market
is "somewhat hard," according to 66%of firms, while 4%report a
"very hard" market.

In the commercial auto market, 62% report it is "sonmewhat hard"
conpared to a year ago, while 3%said it is "very hard."
Meanwhi l e, 52% of firms the market is "sonewhat hard" over the

| ast 90 days, while 5% say the narket is "very hard" over the
peri od.

In property insurance, 43%of firnms report a "sonmewhat hard"

mar ket conpared to a year ago, while 37% report a "somewhat hard"
mar ket over the | ast 90 days.



In the general liability market, 34%of firns report a "sonewhat
hard" nmarket conpared to a year ago, while 30%report a "sonewhat
hard" market over the last 90 days. And in the unbrella market,
16% report a "somewhat hard" market over the |ast year, while 20%
say the market has been "sonewhat hard" in the |ast three nonths.
Group nedical pricing has witnessed w despread and significant

i ncreases over the last year, according to the Index. For snal
conmer ci al accounts, 95% of firms report increases, with 65%
saying rate hi kes have been over 10%wi thin the |ast year. For
medi um accounts, 92% of firns report increases, with 57%
reporting increases of over 10% Anong |arge accounts, 83% of
firms report increased rates, with 35% sayi ng hi kes have been
over 10% Similar trends are reported in group nmedical pricing
over the |ast 90 days.

| nsurance Ti mes: Arbella Keeps Sailing Al ong
March 14, 2000, Vol. XIX No. 6

Acqui sition of Commonweal th Miutual | atest nove

by C. A Soule
| nsurance Ti nmes

BOSTON - It is a line itemthat does not get much publicity any
nore.

There, under line 26A of the liabilities section of Arbella

I nsurance Group's 1998 annual statenent, reads the figure

$118, 663, 147.

That figure represents the bal ance on the surplus note Arbella
drew from Kenper I|nsurance Conpanies, after that carrier fled the
Massachusetts auto i nsurance scene in 1988 after sustaining huge
| osses.

For the first time |last year, Arbella chipped away at its
capitalization note, lowering it by $337,000. Rather than
witing a big check to the state, however, Arbella instead worked
out an agreenent with the Massachusetts Division of Insurance to
anortize the note over a 50-year period, sinply by staying put in
Massachusetts.

That happi est of capitalization stories is only part of the good
news for the conpany these days, as it has rolled along fromthe
sixth to the second | argest auto insurance carrier in
Massachusetts, growing its agency force from 250 to 500, and

| ooki ng abroad at new narkets.

In 1988, when other firms were hastily witing big checks for
future clains in order to extricate thensel ves from
Massachusetts, Kenper came up with a different kind of deal
creating a new conpany, Arbella, in order to satisfy its
obligations to policyholders in the state.

What a deal it has turned out to be for Arbella. Kenper soon
signed the $119 mllion note over to the Division of Insurance,
which still holds the instrument. The birth of a conpany
typically involves a capitalization involving an i ndebtedness or
surrender of control, whether that involves a bank |oan, an
initial public offering of stock, or venture capital financing.
That is not the case with rmutual insurance conpani es, which are
created to serve the public. When the note was transferred, the



di vision agreed to let the note |anguish in exchange for Arbella
bei ng a good corporate citizen, and keeping nost of its workforce
i n Massachusetts.

The deal does not seemto be a concern for npbst of Arbella's
conpetitors. "I don't recall any hue and cry from Comrerce,
Safety, Plymouth Rock, or the others," said anal yst Pat Matthews
of AM Best, the New Jersey rating agency.

The last tine any "hue and cry" was raised about Arbella was a
decade ago, when the mainstream media followed the birth of the
conpany with interest, nostly because of the celebrity caché
former Attorney Ceneral and and gubernatorial candi date Francis
X. Bellotti brought to Arbella's board.

Bellotti and current Arbella chairman John Donahue were attorneys
i nvol ved in hel ping bring about Kenper's spin-off of Arbella. In
so doing, they positioned thenselves nicely to | ead the conpany
goi ng forward. They brought in Richard Brewer from Nationa

Grange to run the day-to-day business, and the conpany began its
transformation to a donmi nant Massachusetts insurer

Denut ual i zati on Aspect

A forgotten aspect of Arbella's arrival gives Bellotti & Co. a

gol den opportunity to raise cash in a hurry, should the conpany
decide to effect an aggressive expansion. Because Arbella was

created as a mutual insurance conmpany, the Massachusetts

| egi sl ature has to approve its creation. 1In the "enabling"
| egislation that allowed Arbella to begin operations, these
| awrakers wote into the bill a "fail-safe" provision that would

all ow the conpany to "dermutualize" if needed to raise cash for
operations, with approval fromthe insurance conmm ssioner

That provision is still on the books, making Arbella the only
property and casualty conpany in Massachusetts that is "pre-
approved" for an instant credit line fromthe financial markets,
via an | PO While several individuals point out that the

i nsurance comi ssioner could bl ock such a nove, recent
denut ual i zati ons have shown that insurance comm ssioners for the
nost part will block the conversion of a nutual only if it proves
"prejudicial" to the public.

VWi | e Donahue told I nsuranceTi mes that the conpany had no plans
to dermutualize, he pointed out the central problem for enlarging
a conpany's business. "In order to grow, an insurance conpany
needs to add noney to its surplus,"” Donahue said. "G ven the
rate decreases in our largest line of insurance, that is
difficult."

O her States

Especially when that growh involves other states. Donahue said
that Arbella recently acquired insurance |icenses in New York and
Pennsyl vani a, al though he said that the conpany woul d probably
not attenpt to penetrate those markets this year

When it decides to, some in the industry say that the conpany
should Il earn fromits expansion into Connecticut |ast year
Arbella chose to experinment with selling "direct” in the Nutneg
State, a decision which irked i ndependent agents, and which has
resulted in slowgoing so far for the conpany.

"I'n Connecticut, we had no prior relationships with agents, and
because of that fact, we believed the best method in Connecti cut
was a direct approach,"” Donahue said. "But that approach cones



with significant start-up costs. It takes nore TV adverti sing,
and we had to get a call center up and running. It takes severa
years to becone profitable on the direct-witing nodel, and we
knew that going into this."

Donahue said that he was satisfied with the $7 million in prem um
the conpany had attained after two years of selling in
Connecti cut .

Lat est Acqui sition

But not so satisfied that it wouldn't junp at an opportunity to
increase its agency force and market share there.

On Feb. 29, Arbella agreed to purchase The Covenant Group, Inc.
which wites approximately $26 mllion in personal |ines business
in Connecticut, and, through its subsidiary Commonweal th Mt ual
about $34 million in Massachusetts.

"This agreement will allow us to conbine our talents and
operations to better serve the private passenger and honmeowners

i nsurance markets in Connecticut and Massachusetts," said Donahue
in a statenent announcing the transaction, which nust be approved
by regul ators.

Arbella seens to have cenented strong relationships with its
agents in Massachusetts, even as the conpany in a sense has gone
into conpetition with them Several years ago, the conpany
acquired Allied Anerican |Insurance Agency, nerged it with the
Carlin Agency, and created a $200 million independent agency, the
|argest in the state.

The conpany had acquired Allied American out of the ashes of the
col | apsed American Miutual |nsurance Co. Donahue said that
Arbel |l a has passively added ot her agencies to Allied after being
contacted by agency principals interested in selling. "W
haven't been poundi ng on doors," said Donahue. "W tell agents
it is there if they want an exit strategy."

The nodel seenms to be working so far. The Massachusetts

Associ ation of |Insurance Agents acknow edges that it has kept
tabs on Allied Arerican, and is satisfied that Arbella treats
Allied Anerican on par with its other agenci es.

East er n Bank

Allied Anerican's prospects appear to be greatly enhanced,
following a deal with Eastern Bank to market insurance to its
account holders. The bank has branches dotted throughout
Boston's North and South Shores, territory covered by a | arge
percentage of Arbella's agents. These agents, however, appear to
stick to the belief that they are very much comnpeting agai nst
Allied Anerican, and not its corporate parent (and their business
partner), Arbella.

"I think that Arbella is trying to find different ways of

di stributing products,” said Bernard West, and Arbella agent and
board menber. "Agencies are trying to do nore of these kinds of
deal s thensel ves, and Arbella is sinply doing the same. Everyone
is in this darn business these days."

One way Arbella attenpted to diversify was by via a limted
excursion into the world of health insurance. That strategy went
sour, and the conpany decided | ast year to wi nd down that book of
busi ness, which had gotten as large as $20 million in prem uns.

Heal t h Mar ket



"When we nmade that decision earlier in the decade, we did not get
into it just to be a health insurer," said Donahue. "W were
responding to political issues that would have nmade health

i nsurance primary, under attenpted reforms under Cinton. W

t hought that if a significant chunk of business had to be routed
t hrough health care, it nade sense to be in that business."

The conpany has been canceling its health policies as they cone
up for renewal.

For now, the conpany has other worries. At the time of the

i nterview, Donahue said that Arbella's 1999 results had not yet
been finalized, but said that 1999 was "a better year than 1998,
but not as good of a year as it should have been."

He laid the blane squarely on the shoul ders of Insurance

Conmi ssioner Linda L. Ruthardt for her reduction of auto rates
fromlevels four or five years ago, a claimreadily seconded by
ot her insurance conpani es i n Massachusetts.

Still, the conpany initially filed for | ower discounts on the
state's Safe Driver Insurance Plan than nmany of its competitors,
but haul ed that discount to neet the market standard | ater
Arbella's filing showed that it will sacrifice narket share in
Massachusetts in order to keep its book healthy, and its to
acquire licenses in New York and Pennsyl vania show that it is
not averse to broadening its base. |If it does so, it may not go
for the slow drip approach it is trying out in Connecticut.

"W very nuch believe insurance is a |localized product,"” said
Donahue. "So you need to be a significant player in the
mar kets. "

That brings Arbella back to point A surplus expansion. A pre-
approved line of credit in the capital markets can be a handy
t hi ng.
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In 305 appeal s, about half were overturned

by Joel Stashenko
Associ at ed Press

ALBANY, N.Y. - Consuners are "~ “wi nning' ' about half the tinme
under a new appeal s process for people who have coverage denied
by their health maintenance organi zati ons for procedures they
deem nedi cal | y necessary.

Those outside arbiters are uphol ding the decisions to deny
coverage by HMOs in the other cases.

Since July 1, 1999, unhappy HMO patients can appeal to outside
experts to reverse their insurers' denial of coverage for certain
procedures. The Legislature and Gov. George Pataki in 1998
decreed that the process be set up am d conplaints from
consumners, especially those with serious illnesses, of having
little recourse when their HMO refuses to provide coverage.

Qut of 750 requests received by the state | nsurance Depart nent
for outside appeal, 305 have been forwarded for review,
spokesworman Al lison Klimernman said. O those, 157 HMO denia
deci si ons were upheld and 148 overturned, she said.

. 500



That roughly 50-50 breakdown between patient ~“w nners'' and
““losers'' is about the sane experience that other states with
simlar outside appeals processes have had, Klimernman said.

""We think it shows that consumers are taking advantage of this
appeal s process and they are getting justice in their health care

deci sions,'' Klinmrerman said.

Sevent een cases were referred by the departnent for an expedited
appeal - indicating that doctors attested to the fact that
patients were seriously ill or were in life-or-death situations.

O those, nine denial decisions were reversed and ei ght were
uphel d, according to the Insurance Departnent.

The 445 cases which were not forwarded for outside review failed
to qualify for various reasons.

" Some were not for something that was nedically necessary,"

Kli merman. ~ " Some were conplaints like, “They didn't pay for ny
eyegl asses' or who knows what.'

O her cases were rejected by the department because the interna
appeal that consuners nust make to their HMO has not been made.
Still others were not deened eligible for review because the

di sput ed HMO deci si on took place before July 1, 1999, Kl i nmerman
said. Only those denials after that date are eligible under the
new | aw.

Kl i mrerman said state insurance officials were sonewhat surprised
over the nunmber of appeal requests filed so far

Arthur Levin, head of the New York City-based Center for Medica
Consuners, said the nunbers of participants in New York's new
appeal s program al so sounded high to him He said that because of
the rel ative newness of the program it is too early to say

whet her the |arge nunbers are because of some particul ar

unhappi ness in New York with HMO coverage deci sions, or sinply
because New York is the |argest state to set up an appeal s
process.

He, too, said the 50-50 split is typical of such appeal s prograns
in other states.

"Y1t is hard to interpret what the numbers nean,'' Kl inmerman
said. "I don't know if anybody has had an opportunity to do a
critical analysis to see if 50-50 is a reasonable split."'

The I nsurance Department forwards the appeals at randomto either
the Island Peer Review Organization of Lake Success, N Y., or
Medi cal Care Managenent of Bethesda, M.

The president of the Health Plan Association, Paul Macielak, said
that he favors expandi ng the pool of outside groups hearing
appeal s to six or seven.

""We would Iike to see a broader range of appeals agents,'' he
said. " The question _ and we have heard it from sone consuner
groups as well - is whatever standards or biases in a group or
two affect decisions. If it is a wider pool of agents and if
those numbers still hold, | think it will dismss those
argunments. '’

The Heal th Pl an Association represents nost heal th mai nt enance
organi zations in New York

Consuners who | ose their appeal s upon outside review can then sue
their HMOs in an effort to get a court to order coverage,

Kl i mrer man sai d.

| nsurance Ti MeS: NH Lawraker Presses Ban On Genetic Testi ng In I nsurance
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Bill would bar use for nost life, disability

by Norma Love
Associ ated Press

CONCORD, N.H. - Insurers should be barred fromusing genetic
tests in deciding whether to issue disability, long-termcare and
nost |ife insurance policies, witnesses told a House conmittee.
"“These are essential insurances,'' said House Finance Chairman
Neal Kurk, R-Weare, the bill's sponsor

CGenetic testing is unconmmon, Kurk said. But he urged the Commrerce
Conmittee to prevent problems before they arise by barring using
it as evidence in determning a person's insurability.

Kurk's bill would bar using the tests in issuing disability,
long-termcare and group life insurance policies. Al so, genetic
tests could not be considered in individual life insurance

appl i cations under $500, 000.

Kurk said the cap would prevent people who knew they had fata
illnesses fromtaking out huge life insurance policies. The
$500, 000 trigger was arbitrarily chosen and coul d be changed by
the conmittee, he said.

A 1995 state | aw bars enployers and health insurers from using
genetic testing in hiring and insurance eligibility, but it
excludes life, disability and | ong-term care coverage.

Kurk said nowis the tine to expand the ban because genetic
science is rapidly changing.

Wt hout government protections, people will be afraid to get
genetic tests that may tell them whether they are predisposed to
certain di seases, such as breast cancer, other w tnesses said.

""This sets a basic entitlenment,'' said Sen. Cifton Below, D
Lebanon.
But insurance compani es objected, saying the bill would give

people a privately funded entitlement to i nsurance by bl ocking
insurers' ability to assess the risk of insuring their |ives.
They said they do not ask for genetic tests now because they are
costly and unproven indicators of the future in all but a few

i nstances. But they said if a record is in a person's nedica
file it should be used just like other tests to determ ne the

ri sk of selling theminsurance.

M chael Barthol onew of the American Council of Life |Insurance
said the 1995 |aw differenti ated between the necessity of health
i nsurance and the voluntary nature of life insurance. Barthol onew
sai d his association represents 435 conpani es, including 300 that
wite 85 percent of the Iife insurance in the state.

“TQur conpanies are in the risk-taking business,'' he said. But
to give consurmers the nost insurance at the | owest prices,

i nsurers rmust have access to their medical records.

""We consider genetic information the same as an

el ectrocardi ogram'' he said.

If a person is concerned enough to have a genetic test done,

i nsurers want to know why, he said.

Dr. Tom Murphy, nedical director at Jefferson Pilot Corp., said
barring insurers from knowi ng when someone has a potentially

| ethal condition would ultimtely nean hi gher prem uns for
everyone since policies could not be tailored to individual risk



factors.

CGenetic test results wouldn't be used as a sole determnant in
witing a policy, he said.

But Claire Ebel, executive director of the New Hanpshire G vi

Li berties Union, argued the protections are needed for individua
privacy, particularly since insurers share nedical infornmation
t hrough a cl eari nghouse.

Every tinme consumers sign an authorization for a health insurer
to pay a claim the informati on goes to the clearinghouse, she
said. In applying for life, disability or long-termcare

i nsurance, consunmers sign a form authorizing access to the

i nformation in the clearinghouse.

"TIt takes a preventive strike for privacy,'' Ebel said.

| nsurance Ti meS: Personal Lines: Phoenix Home Life names Young president;

I nsurance | nnovators pronotes Labrie; CGU appoints Myni han, VanVl eet; Lynch
heads Beacon Mitual |egal departnent
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Phoeni x Horme Life

Twenty-one years after beginning her career as a sumrer intern
Dona D. Young has been nanmed president of Phoenix Hone Life

Mut ual | nsurance Co.

In nam ng Young to the job, Phoenix's board of directors naned a
likely successor to chairman Robert W Fiondell a.

Young had been executive vice president, overseeing sal es of

i ndi vi dual products and the | egal department.

Fiondella relinquished the president's title but will remain

chai rman and chi ef executive officer. Fiondella hired Young as a
summer intern fromthe University of Connecticut |aw schoo
during the sumrer of 1979.

"My appointment is part of a natural succession process that the
board has undertaken,'' Young said.

She expects to play a larger role in the day-to-day operations at
Phoeni x, a conmpany with 3,300 enpl oyees and $71.9 billion in
assets under managenent.

In addressing the board, Fiondella noted that Phoenix " nust

eval uate our structure in order to assure ourselves that it
permts us the flexibility to pursue the wealth managenent nmarket
aggressively.'

However, how t he Phoeni x ownership structure could change

remai ned uncl ear when the neeting ended.

Several anal ysts said Phoenix has little choice but to follow
John Hancock Financial and Mutual of New York, two former nutuals
who sold stock to the public.

I nsurance | nnovators

Brenda L. Labrie has been naned senior vice president of

mar ket i ng and production at Insurance |Innovators Agency of New
Engl and, Inc.

Labrie will be responsible for all marketing and production
activity in the New England territory. She will continue to be
responsi ble for a production territory and the personal |ines



department.

Labrie joined the West Springfield, Mass. managi ng general agent
and whol esal e broker in 1982 and has hel d various positions, nopst
recently vice president.

caJ

CQU announces the appointnent of two nmenbers to its corporate
human resources team Cathleen Myni han has been pronoted to vice
president for |earning and devel opnent, and Emily VanVl eet has
joined C&QJ as assistant vice president for conpensation, benefits

and information systens. Both report to Don Hillier, senior vice
president for human resources.
Moyni han wi Il provide direction for CAUJ s expandi ng training and

associ at e devel opnent initiatives.
VanVl eet joins CGJ from I nvensys, where she was director of
benefits and hunman resources infornmation systens.

Al liance of Anerican Insurers

The Alliance of Anerican Insurers has appointed David R Anderson
vi ce president and assistant director of workers conpensation and
heal t h.

Previ ously, Anderson was vice president and associ ate genera
counsel for CNA |Insurance Cos. Anderson served in the |egal and
government affairs functions during a prior stint with the

Al l'iance.

Beacon Muitua

M chael D. Lynch, Esq., has joined the staff of Beacon Mitua
Insurance Co. in W Warwick, R 1. as vice president for |lega
servi ces.

Lynch will establish an office to nanage the | egal services

provi ded to Beacon and its policyhol ders.

He cones to Beacon after 16 years of workers conpensation | aw
experience at the firmof H ggins, Cavanagh & Cooney, where he
had been a partner since 1992.

NY Depart nment

New Yor k Superintendent of |nsurance Neil Levin has named Kevin
M Ranpe to the position of senior deputy superintendent and
general counsel. Ranmpe has been general counsel since 1999.
Levin said Ranpe will play a role in the departnent's

i mpl enentati on of the new financial nobdernization |aw

| nsurance Ti NBS: CNA To Sell Life Operations
March 14, 2000, Vol. XI X No. 6

CNA, the nation's second | argest comercial insurer, announced
plans to sell its individual life insurance and |life reinsurance
busi nesses.

"This initiative is the latest in a series of steps we've taken
recently to make CNA the underwiter of choice in the business
mar ket ," said Bernard L. Hengesbaugh, chairman and chi ef
executive officer. "W believe this strategy plays to our
strengths at a tine of tremendous change in the gl obal financia
services industry and is in the best interests of our customers,
st ockhol ders, enpl oyees and busi ness partners." p



Cigna settles with whistlebl owner

Ci gna Corp. has agreed to pay the federal government nearly $9
mllion to settle allegations it overbilled the Health Care

Fi nanci ng Admi ni stration by approxinmately that anount in a case
initiated by a G gna enpl oyee.

Phi | adel phi a- based C gna deni ed any wongdoing or liability in

t he case.

VWi st ebl ower Peter Scott, a Cigna enployee, will receive

$840, 000 of the $8,988,500 settlenent for his part in the
prosecution, according to his |awer.

Scott's conplaint alleged that Connecticut General Life Insurance
Co., a Cigna subsidiary, know ngly doubl e-counted paper costs for
docunents it printed and sent to Medicare recipients from 1990

t hrough 1997. Each docunent was printed on both sides but the
insurer billed the government for two sheets of paper, the
conpl ai nt al | eged.

| nsurance Ti meS: Redlining Case
March 14, 2000, Vol. XIX No. 6

RI CHMOND, Va. (AP) - The Virginia Suprene Court has agreed to
reconsider its decision to throw out a $100 mllion judgnent
agai nst Nationwi de Mutual |Insurance Co. in a racia
discrimnation lawsuit filed by a fair-housing organization

On Jan. 14, the court ruled 4-3 that Housing Opportunities Made
Equal could not bring its lawsuit because it was not injured by
Nati onwi de's al | eged di scrimnation against nmnorities in issuing
honeowner s i nsurance.

HOVE petitioned for a rehearing, which the court granted in a
one-sentence order. The court did not give a reason for its
deci si on.
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and C ai ns; Subrogation; Medical and Professional Ml practice;
Wor kers Conpensation; Liquor Liability; ERI SA Coverage;
Envi ronnental Law, |nsurance Agents' E&QO Directors & Oficers
Liability; Enmployment Law, Managed Care Liability; Health Law,
I nsurance Fraud
Updi ke, Kelly & Spellacy 1 State St., Box 231277 Hartford
CT 06123
860 548 2600 Fax 860 548 2680 Peter Kelly, John C. King, Frank
G Usseglio
General | nsurance Defense; Product Liability; Medical and
Pr of essi onal Mal practice; Enploynent Law, Workers Conpensation

Vetter & White

20 Washington PI.

Providence R 02903 401 421 3060 Fax 401 272 6803 Benjanin
V. White, Gordon P. Cleary, Howard A. Merten, Brooks R Magratten
General |nsurance Defense; Products Liability; |Insurance Coverage
and C ai ns; Subrogation; Professional Mlpractice; Life &
Disability; ERI SA; Environnental Law, |nsurance Agents' E&QO
Directors & Oficers' Liability; Enploynent Law, |nsurance Fraud,;
Avi ation and Maritime; Medical Device; Pharnmaceutical Defense

Wadl and & Associ at es



160 State St. Boston MA 02109 617 557 6050 Fax 617 557 6055
Joseph J. \Wadl and

Busi ness and Conmercial Litigation; Insurance Law, |nsurance
Coverage Litigation; Products Liability; Reinsurance; Mdica

Mal practice; Admralty and Maritime Law, Marine |nsurance; Cargo
Subrogation; |nsurance Fraud; Construction Law, Health Care;

Enpl oynent Law;, Adm nistrative Law, Al coholic beverages Law,
Franchi se Law and Tradenar ks

Wl f, Horowitz, Etlinger, Case & Ray, L.L.C

241 Main St. Hartford CT 06106 860 724 6667 Fax 860 293 1979
Deborah Etli nger

CGeneral | nsurance Defense; Products Liability; |nsurance

Cover age; Subrogation; Environnental Law, Professiona

Mal practice; Enpl oynment Law

| nsurance Ti mesS: P/Cinsurers Seek To Clarify Medical Privacy Rul es For
WC
March 14, 2000, Vol. XIX No. 6

WASHI NGTON, D.C. - Proposed nedi cal record privacy regul ati ons
need certain clarifications to ensure the ability of workers
conpensation insurers to process clains in a tinmely manner.
insurers told federal officials |ast week

The industry al so warned that subjecting workers conmpensation
clains to federal privacy rules would underm ne states' workers
conpensation | aws.

Over three dozen insurer and busi ness organi zati ons and conpani es
representing property and casualty insurance and direct benefit
providers joined with the American | nsurance Association in
submtting comments to the U S. Departnment of Health and Human
Services' proposed nedical privacy regul ations.

Al t hough the regul ations do not include property and casualty
benefit providers (including enployers self-insured for workers
conpensation) anong entities directly subject to the rule (i.e.
"covered entities), they are anbiguous in a nunber of respects in
the ability of property and casualty insurers to collect

i nfornmati on necessary to process clains and nanage disability
under states' workers conpensation |aws.

In addition to AlA, groups submitting comrents included the

Al liance of Anerican Insurers, Insurance Services Ofice,

Nati onal Association of Miutual Insurance Conpanies, Nationa
Counci| on Conpensation |Insurance and National Association of

| ndependent | nsurers.

"Qur conments suggest revisions clarifying the authority of

wor kers conpensation carriers to gather adequate information from
nedi cal providers in processing policyholder clains," Bruce Wod,
Al A assi stant general counsel said. "Obtaining adequate
infornmation fromproviders is critical to the ability of workers
conpensation carriers to pay clains for injured workers tinely,
ensure proper nedical treatment and ensure expeditious return to
wor k. "

Property and casualty insurers obtain nmedical information to nmake
claimrel ated decisions, not underwiting decisions on

i ndi vidual s. The individual about whom a property and casualty

i nsurer collects medical information is not its policyhol der but



is an individual making an injury claimagainst its policyhol der

Adverse Legal Parties

Insurers contend that privacy rules cannot place in the hands of
adverse legal parties the ability to control the very information
needed by others agai nst whomthe party has asserted a | ega
claim Doing so would disrupt the workers conpensation system
driving up litigation and enpl oyer costs.

Exanmpl es of suggested changes to the proposed regul ati ons include
clarifying that the term"health plan" does not include property
and casualty benefit providers. Another change sought is to
elimnate a "m ni num necessary" requirenment that seeks to
restrict the amount of information shared by a health provider
“A 'm ni mum necessary' standard puts medical providers in the
unt enabl e position of making | egal judgnents about the rel evancy
of protected health information (PH') for property and casualty
benefit determ nation purposes," according to the groups
comments. "This is inappropriate because the nature of nedica

i nformati on necessary in connection with a property and casualty
claimis not a nedical judgnment but a |egal judgnent, since the
i nfornation received can have a direct bearing on the | ega
rights and obligations of parties.”

The groups argued that subjecting property and casualty

i nsurance to a federal rule governing information rel evancy wl|
effectively federalize property/casualty clainms determnations.
Wbod said insurers are encouraged by the efforts by HHS to
recogni ze the" uni que needs of property and casualty benefit
providers."

| nsurance Ti MeS: Prenier Seeks HVD Auto Di scount
March 14, 2000, Vol. XI X No. 6

Prem er Insurance Co. is attenpting to gain approval for an auto
i nsurance di scount for insureds who use their own health

mai nt enance organi zations for medical treatnment in the event of
an acci dent.

The insurer has proposed a 15 percent discount on personal injury
and nedi cal paynents coverage for insureds using their own HMOs.
Drivers now utilize any health care provider for the first $2, 000
and turn to their own HMX>s after that. Premier wants to reward
drivers who are willing to use their own HVO fromthe start.

At |ast week's public hearing, trial attorneys opposed the

di scount, claimng that the idea seeks will confuse drivers and
di scourage them from reaching the $2,000 threshol d above which

t hey can sue.

Prem er has been trying to get a simlar discount approved for
the past four years. This latest Prem er proposal differs
sonewhat fromthe conpany's original, which would have required

i nsureds to use an HVD set up by Premier to qualify for the

di scount .

| nsurance Ti MeS: Mine Contraceptive Benefit In Effect
March 14, 2000, Vol. XIX No. 6



LEW STON, Maine - A state law went into effect |ast week
requiring insurers who provide prescription drug coverage to
cover the cost of birth control pills and other contraceptives.
The requi renent was approved by the Maine Legislature |ast year
after insurers' coverage of the male potency drug Viagra drew
attention to the lack of coverage for contraceptives.

Advocat es say wonen of reproductive age tend to spend nore on
health care than men do, |argely because of contraceptive costs.
The | aw makes Maine the fifth state to extend i nsurance coverage
to contraceptives. The law will take effect gradually over the
com ng year, as enployers renew their health plans or select new
ones, said Sara Hayes, clinical director at Tri-County Health
Services in Auburn.

I nsurance plans nust al so cover intrauterine devices (IUDs), the
di aphragm Norpl ant and Depo Provera, which is known as "~ "the
shot.'' They are not required to cover drugs that term nate

pr egnanci es.

| nsurance Ti meS: Boston Software Acquires Resource Associ ates
March 14, 2000, Vol. XIX No. 6

NEEDHAM Mass. - Boston Software Corp., a provider of Wndows
rati ng software for independent insurance agencies, has purchased
Resource Associates, Inc., a 15-year old Binghanton, N.Y.-based
rati ng vendor.

Boston Software says the acquisition makes it as the |argest
rati ng vendor in Massachusetts, with nore than 1, 2000
installations. The firmal so provides rating software to nore
than 7,000 agencies in 23 other states through customrating
contracts with insurance carriers.

"This is an inportant deal for us because it hel ps increase our
mar ket share, broaden our product offerings, and renove a

form dabl e conmpetitor,” comented Boston Software's Charlie

Wal sh.

John and Laura Trainor, the principals of Resource Associ ates,
will remain with Boston Software for at | east a year

| nsurance Ti MeS: Ny Doubl es Insurance Fraud Convictions
March 14, 2000, Vol. XI X No. 6

New York insurance officials announced that the nunber of

crimnal convictions in insurance fraud cases al nost doubled in
1999, junping from 101 in 1998 to 194 | ast year

"The departnment's efforts to protect New York State consuners
frominsurance fraud are working," said Superintendent of

I nsurance Neil D. Levin. "The partnership between the departnent
and i nsurance conpani es have nade the fraud fighting efforts nore
efficient and effective. W are committed to continuing this
trend to elimnate insurance fraud in the comi ng year."

There were a record 390 arrests for insurance fraud in 1999, a 41
percent increase over 1997 and a 20 percent increase since 1994.
Al so, 420 insurers inplenented fraud prevention plans.



| nsurance Ti meS: Direct Response Corp. Buys Conn. L&C
March 14, 2000, Vol. XIX No. 6

VWHI TE PLAINS, N.Y. - Direct Response Corp. (DRC), a nationa
direct seller of auto insurance, has agreed to acquire
Connecticut Life & Casualty, which wites $13 million of auto and
honeowners business in Connecticut. DRC officials said they wll
expand t he conpany nationally.

The acquisition is subject to approval by the Connecticut

I nsurance Departnment.

Robert Weiss, formerly an independent insurance agent, fornmned
Connecticut Life & Casualty in 1990. It sells directly to
CONSuUners.

DRC was initially financed in 1996. Through its operating
subsi di aries, including Response |Insurance, DRC sells | ow cost
auto insurance in New York, California, Florida, Georgia
Illinois and Maryl and.

| nsurance Ti MBS: New Twist For Trust As Insurer Wns Appeal OF CAR
Di stribution Fornula
March 14, 2000, Vol. XIX No. 6

Deci sion could be worth $20 million

BOSTON - Trust Insurance Co., currently in receivership, has won
an appeal in its eight-year challenge to a residual market

rei mbursement formula, a victory which could be worth nore than
$20 mllion

Trust's potential reward froma reworking of the disbursenent
formula - plus possible interest earned since 1992 - could go
a long way toward inmproving the financial condition of the

Taunt on, Mass.-based auto insurer. Trust was seized by |nsurance
Commi ssioner Linda Ruthardt |ast nonth after she determ ned that
t he conpany's surplus had fallen to unacceptable |evels, perhaps
as low as $12 million

Trust's attorney, Francis Sally, a partner with the Boston | aw
firmof Sally & Fitch, said the decision "does put in place
approximately $20 nmillion...which the receiver may take into
account."

Sally told InsuranceTinmes that Trust will pursue the CAR issue in
t he wake of the Massachusetts Court of Appeals decision. (Trust

I nsurance Co. vs. Comm ssioner of Insurance, No. 98-P-223). This
effort will include pressing Ruthardt to recuse herself from
deciding the CAR fornula issue due to alleged conflict of
interest stemmng fromher role as Trust's receiver.

Since 1992, Trust Insurance Co. has been battling the formula
used by Conmonweal th Auto Reinsurers (CAR) for redistributing
noni es paid by auto insurers withdrawing fromthe state.

When Aetna Insurance left the state in 1992, it paid $88 mllion
to cover its future obligations to CAR Those funds were
redistributed to the state's remaining auto insurers in
accordance with each insurer's share of the CAR deficit but

wi t hout consideration for how much of Aetna's business each

i nsurer was taking on

As a result, Trust received 3.4% percent, or about $3 mllion, of



the funds while assum ng sone 20 percent of Aetna's business.
Trust had expected to receive closer to $25 nmillion

Meanwhi | e, another insurer, Liberty Mitual, received 10 percent
of the $88 mllion w thout assum ng any of the business Aetna

[ eft behind.

Trust used this and other exanples to dramatize the unfairness of
the formula used by CAR But the governing conmmttee of CAR
resisted, voting 11-1 on June 17, 1992 not to change the

di stribution. Trust was the |one governing conmittee dissenter
After 19 nonths of adm nistrative wangling with CAR and appeal s
to the comm ssioner, Trust went to court to force the

conmi ssioner to nodify the rule.

Last week, Judge Rudol ph Kass of the Massachusetts Court of
Appeal s, cane down on Trust's side in an opinion which criticizes
the way state officials handled the matter.

The written opinion said the conm ssioner was m staken in
claimng that the insurer had exhausted its adm nistrative
renedi es when it mssed a so-called 30 day deadline. CAR s rules
contain no such requirenent, the court found.

The opinion also criticizes the comm ssioner for declining to
issue a witten opinion on the fornula after she held a March
1993 public hearing on the issue.

After that hearing "the [unp sumdistribution question vani shed
into an adm nistrative black hole," according to the court
decision. "Cccasionally, Trust rattled the comi ssioner's cage
but not hi ng happened, except for receipt of assurance that

sonet hing woul d, " Judge Kass wrote.

Finally, in March, 1994, Ruthardt responded, only to reject
Trust's request that she make a formal witten decision

"She said neither 'yes' nor 'no,' but only that she would issue
nei ther a decision nor order. Gven the nature of Trust's
request, viz., nodification and codification of the distribution
formula, a 'no action' announcenment was action; it neant the
formula would remain as it was," Judge Kass wote.

The judge wote that the court itself would not decide what

di sbursement net hod was fair but remanded that the commi ssioner
take steps to address Trust's conplaints.

"The record as devel oped provides no basis for a court to decide
whet her the existing distribution fornula and the procedure by
which it derived are fair, whether the refornms for which Trust
has pressed are nore fair, or whether sonme other fornmula is best.
It is not too much to ask of the conm ssioner that she state why
the formula chosen is preferable to others, and whether the
formula should be enshrined in CAR s Plan and Rul es of
Qperation," the decision stated.

Wil e leaving the resolution to Ruthardt, the decision goes so
far as to suggest that the nethod Trust recommends ni ght be

pref erabl e:

"One mght inmagine, for exanple, that a distribution fornula that
lines up with the formula for assigning profits and | osses to
menbers of CARis nore efficient than different fornulae for
different kinds of distributions. In the absence of sone

articul ation of reasons, the comm ssioner's actions in this case
takes on the character of arbitrary decree."

CAR officials declined to coment.

While the matter was winding its way through the courts, Trust in
many respects operated as if it had already won the estinmated $20



mllion in additional CAR funds. Various nanagenent and financia
m st akes, docunented in |ast issue's page one story (Wuy Trust
went bust and why, Feb. 29, 2000), resulted in the conpany being
pl aced under adm nistrative supervision by the state in Novenber,
1999, and culninated in the conmpany being seized by Ruthardt |ast
nont h.

Rut hardt di scl osed that the departnent had been urging Trust to
find buyers or investors since the fall of 1998, but that al
deal s fell through

Meanwhi | e, Rut hardt has set about the business of determ ning
remai ni ng options, including whether to sell off Trust's assets.
Now, Ruthardt is in at best an awkward position, having to act as
both receiver for Trust and decision-maker on the CAR
controversy.

Rut hardt was unavail able for coment.

Five nonths later, Trust filed a conplaint with the comn ssioner
asserting that the method used was unfair and unreasonabl e and
insisting that CAR had to adopt a formal rule as part of its plan
and rul es of operation to govern such di sbursenents.

Three nonths later, the comm ssioner responded with a letter

di smissing Trust's conplaint as not tinely because it cane nore
than 30 days after the governing conmittee's 11-1 vote.

But at the sane tine, the conm ssioner called for a public
hearing to consider "the current admnistrative practice of CAR
in disbursing settlenent nonies paid by withdrawi ng insurers
pursuant to Rule 11 and to determi ne whether a settl enent

di sbur sement procedure should be codified as part of the CAR

Rul es and Pl an of QOperation.”

On March 18, 1993, a public hearing was held, with CAR and Trust
the only parties subnitting briefs.

After that hearing "the [unp sumdistribution question vani shed
into an admi nistrative black hole," according to the court
decision. "Cccasionally, Trust rattled the comi ssioner's cage
but not hi ng happened, except for receipt of assurance that

sonet hing woul d, " Judge Kass wrote.

More than a year later, Trust wote to the comm ssioner asking
that she render a decision and warning that, if she did not,

Trust would have to seek judicial relief.

Finally, on March 31, 1994, Comni ssioner Ruthardt responded, only
to reject Trust's request. She nmintained that the public hearing
was for informational purposes only and that a witten ruling was
not required.

| nsurance Ti mMeS: Harvard Pilgrim Turnaround Plan Underway
March 14, 2000, Vol. XIX No. 6

by Jean MM I | an
Associ at ed Press

BOSTON - State officials and health care advocates have

di agnosed Harvard PilgrimHealth Care as alive and wel |, but
warned that the health care crisis is far fromover.

State regul ators spent two nonths soliciting interested buyers,
pori ng over financial statenments and debati ng whether for-profit
or nonprofit status would be best for the financially strapped



HMO.

In the end, they decided the best course of action was to do
not hi ng.

Attorney General Thomas Reilly announced March 3 that while state
officials worked to find a buyer or investors, the conpany nade
great strides as it continued with its internal turnaround plan
Reilly said it was suggested | ast week that the conpany work
itself out of debt.

"“That's exactly what we are going to do. We have decided to stay
the course with Harvard Pilgrim'' he said.

Harvard Pilgrim New England's largest HMOwith 1.1 nillion
nmenbers, was put into state receivership Jan. 4 after conpany
officials cane to themwith news that their expected | osses for
1999 were higher than anticipated and would likely total nore
than $150 million. Later estimates put the | osses at $197
mllion.

Reilly and | nsurance Conmi ssioner Linda Ruthardt, the state's
appoi nted recei ver, have asked the court to lift the receivership
and allow Harvard Pilgrimto continue its plans under close state
supervi si on.

State officials said two accounting naneuvers will allow Harvard
Pilgrimis net worth to inprove frommnus $88 mllion to $178
mllion.

Properties that Harvard Pilgrimowns will be assessed at market
val ue, rather than purchase price, allowing it to add $70 mllion
to its bal ance sheet.

And, the value of its tax-exenpt bonds will no | onger be

consi dered debt, allowing it to erase $196 mllion in red ink.
Among the potential investors that had been negotiating with
state regulators were Harvard University, which lent its name to
t he organi zation 30 years ago, and Texas billionaire Ross Perot.
But Reilly said the conditions they and others wanted, including
state guarantees on their investnents, were unacceptable.

VWile the inmedi ate threat of a Harvard Pilgrimmeltdown seens to
have passed, even Gov. Paul Cellucci warned that the state's
health care crisis is far from over.

“Tlt's pretty clear that the health care industry here in
Massachusetts and around the country is facing serious
chal | enges,'"' Cellucci said.

He said he planned to continue plans to neet with House and
Senate | eaders to devel op other measures to avoid such situations
in the future

We felt it was inportant to get we get this chall enge behind
us, because it was i medi ate, before we address the |arger

probl ens of health care,'' he said.

O hers sounded simlar concerns. "~ The price increases that al
the HMOs are charging is far fromgood news,'' said Alan Sager, a
prof essor at the Boston University School of Public Health.
"“This is the first battle in the fight to fix Massachusetts
health care,'' said Sager, who has been in on the Harvard Pilgrim
neetings and nade t he suggestion | ast week that the conpany be
allowed to work its problens out.

Sager said the state needs to have nore oversight and shoul d
consider a stabilization fund that HMOs pay into.

"“This is our health, this isn't the corner gas station going

br oke. Anyone who foolishly pretends that there's a free narket
here we can trust with our health care is in for sone bad news in



the future, he sai d.

Reilly and others al so expressed faith in the nmanagenent skills
of Charles D. Baker, Jr., former adm nistration and finance
secretary under Gov. Paul Cell ucci

Baker took over the reins of Harvard Pilgrimlast May. Asked if
Baker had been | obbying to keep control of the conpany, Reilly
said no. But he said, " “He obviously believed in his performance
and he believed in his plan and he had a right to believe init.

| nsurance Ti meS: Vernont Enployers Face 9.9% WC | ncrease
March 14, 2000, Vol. XIX No. 6

by Penny WIlians
| nsurance Ti nes

MONTPELI ER - Vernont workers conpensation insurers are seeking a
9.4 percent increase in voluntary |oss costs and an increase of
20 percent in assigned risk rates. This represents an overal

i ncrease of 9.9 percent.

The estimated inpact in dollars is $7.7 mllion in the voluntary
mar ket and $860, 280 in the assigned risk market for a statew de
increase of $8.5 million

The National Council on Compensation Insurance (NCCl) filed the
rate proposal with state insurance officials on behalf of

i nsurers.

Four Decreases
Ver nont enpl oyers have enjoyed four consecutive rate decreases
prior to this proposed rate increase. According to the NCCl, even

after the proposed increases, voluntary loss costs will still be
27 percent below the levels in effect in July, 1994, while
assigned risk rates will be roughly 11 percent | ower.

"I'f Vernont is to mtigate future | oss cost rate increases, and
prevent re-popul ation of the assigned risk market, continued
diligence is needed by Vernont workers conpensation stakehol ders
to ensure that the systemrenmins strong and conpetitive," the
rating organi zation stated inits filing.

| f approved, the change in rates for nanufactures would average
20.3% for contractors, 6.1% office clerical, 12.2% goods and
services, 2.6% and miscellaneous, 9.1%

The assigned risk market share has fallen from 36.4 percent in
1994 to 6.5 percent in 1998. NCCl estimates that the assigned

ri sk nmarket share will be approximtely 5 percent during the next
year.

| nsurance Ti mesS: 35 Insurers Failed In '99 Conpetitive Pressures Continue
To Lead To Insurer Insolvencies
March 14, 2000, Vol. XIX No. 6

Wor kers conp nar ket pl ace hardest hit
A confluence of factors contributed to the failure of 35

i nsurance conpani es in 1999, according to Standard & Poor's.
Anmong the nost prom nent factors contributing to the rising



nunber of insurer financial problens are the liquidity crisis of
General Anerican Life Insurance Co., the related action against
Integrity Life and the Martin Frankel scandal, the global ratings
service said.

Standard & Poor's expects the trend to continue into this year -
exenplified by the recent failures of Harvard Pilgrim and
Superior National - due to increasing conpetition in the

i ndustry.

The nunber of insurance conpani es that experienced regul atory
action due to financial stress increased to 35 in 1999, conpared
with 20 in 1998. The 35 conpanies that failed in 1999 represent
only a snmall percentage of the 3000 plus conpani es operating in
the U S., says the Standard & Poor's analysis of failed insurance
conpani es.

O her Failures

More than a dozen nanaged care conpanies also failed during
1999, leaving half a mllion nmenbers w thout health insurance.
In addition, nore than half of all health plans | ost nbney in
1998, and considering statutory filings for 1999 to date, |osses
are persisting.

Exacerbating the problem solvency levels and requirenents in

many states are still very weak, pendi ng adoption of the Nationa
Associ ation of |Insurance Comm ssioners (NAIC) risk based capita
requi renents, Standard & Poor's mmintains. In 1999, only five

states had adopted the new standards, with nost of the rest are
expected to follow suit in 2000 and 2001.

The main reasons for failures in the property/casualty sector
were continuing conpetitive pressures which have led to

i nadequate pricing, |eading to weakened reserve positions. The
wor kers conpensati on busi ness was particularly hard-hit in 1999,
Standard & Poor's said.

VWiile the life insurance market is considered to be the npst
stabl e among i nsurance sectors, Standard & Poor's believes that
the majority of failures that could and have occurred are the
result of a high concentration risk either on a conpany's asset
or liability side.

STANDARD & POOR' S: | NSURANCE COVMPANI ES EXPERI ENCI NG
REGULATORY SOLVENCY- RELATED ACTION IN 1999

14 Heal thcare Organi zations
Arerican Healthcare Trust, Inc. TN NA
DayMed Heal th Mai ntenance Plan, Inc. OH $8.0 mllion
Garden State Hospitalization Plan NJ $5.4 nmillion
Geater Pacific HMO Inc. CA Under $1 mllion
Harvard PilgrimHealth Care of New Engl and (Rhode Island)(1) R
$95.1 nmillion
Heal thChio, Inc. d/b/a HealthFirst OH $20.2 nillion
H P of Pennsylvania Inc. d/b/a H P Health Plan PA PA $1.4
mllion
Kit sap Physicians Service WA $26.0 nmillion
MedQuest KY N A Physicians Care PPO Inc
PA $4.0 million Prem er Healthcare of Arizona, Inc. AZ $13.5
mllion
Wel | care of Connecticut Inc. CT $4.4 million
Xant us Heal t hpl ans of M ssissippi, Inc. M5 Under $1 nmillion



Xant us Heal t hpl an of Tennessee TN $ 34.1 nillion

- On January 4, 2000 Harvard PilgrimHealth Care affiliates were
pl aced into receivership. Those conpanies, with the exception of
Harvard PilgrimHealth Care of New Engl and (Rhode |sland), do not
appear in this report due to the fact that the regulatory action
did not take place until 2000.

9 Property/ Casualty Insurers

Back of the Yards Nei ghborhood Council Risk Mgnt. Assn. IL NA
Fidelity National Insurance Co. FL $7.0 mllion

FTBA Mutual Inc. FL $41.1 million

II'linois Electrical Enployers Wrkers Conpensation Assn. Inc. IL
N A

[Ilinois Insurance Co. IL $30.1 nmillion

Nonprofits Mutual Risk Retention G oup VT Under $1 million

Par adi gm I nsurance Co. IN $51.2 million

Sac Farners' Mitual |nsurance Association | A Under $1 million
Uni star Insurance Co. TX $5.5 million

12 Life Insurers

Fam |y Quaranty Life Insurance Co. Inc. M5 $28.9 million
Farmers & Ranchers Life Insurance Co. OK $13.7 million

First National Life Insurance Co. of America MS $126.2 nillion
Franklin Anerican Life Insurance Co. TN $76.1 million

Franklin Protective Life Insurance Co. M5 $24.1 million
General Anerican Life Insurance Co. (1) MO $14,044.1 mllion
Integrity Life Insurance Co. AZ $7,408.6 mllion

International Financial Services Life Insurance Co. IL $206.9
million

Life Insurance Co. of Al aska AK N A

National Affiliated Investors Life Insurance Co. LA $4.6 mllion
Settlers Life Insurance Co.(4) VA $205.9 nillion

Universal Life Insurance Co. TN N A

(1) The conpany was acquired on 1/6/ 2000 by Metropolitan Life
I nsurance Co. (4) Although not influenced directly by Martin
Frankel, the primary reason for the failure of the conpany

I nsurance was a failed rei nsurance transaction with a conpany
that was all egedly defrauded by the former financier. On
12/16/99, Settlers Life was acquired by National Guardian Life
I nsurance Co., and is currently free fromregul atory control

| nsurance Ti mMeS: Congress Begins Wrk On Patients' Rights Conprom se
March 14, 2000, Vol. XIX No. 6

WASHI NGTON - House and Senate | awrakers are starting work on
conprom se legislation that would afford Americans some rights
when dealing with HMOs and heal th pl ans.

They have set a tight deadline of March 31.

The House and Senate passed bills last fall that contain many of
the sane patient protections. But the two bills differ on two
touchy issues - whether Americans should be allowed to sue HV3s
and whet her a federal patient protection | aw should apply to
everyone or only to those whose plans are not already regul ated
by states.

Denocrats argue that patients need protections from HMOs and
managed care plans. Republicans say lawsuits will drive up



health care costs and force enployers to drop coverage.
But with patient rights a popul ar issue anong voters, GOP
| awrakers in the House joined Denpcrats last fall to pass a
bi partisan patients' rights bill that allows |awsuits and applies
to all people with private insurance. The Senate bill, crafted by
Republ i cans, doesn't allow |lawsuits and applies to fewer people.
A bipartisan comittee appointed to draft a conprom se net for
the first time |ast week. The House and Senate bills both give
patients a variety of rights, including:

Ability to appeal HMO decisions to an outside panel

CGuar anteed access to reasonabl e energency room care.

Ability to see pediatricians and obstetricians without
perm ssion fromprimary care doctors.

Timely access to specialists.

A requirenment that plans not prohibit doctors fromtelling
pati ents about all their nedical options.
Both bills would also all ow anyone to buy nedi cal savings
accounts, which let people set aside noney, tax-free, to pay for
routine care, and would | et self-enployed peopl e deduct from
their taxes what they spend to purchase their own insurance.
They differ on who is covered and whether health plans can be
sued.

The House bill would allow patients to sue HMOs, the Senate bil
woul d not .

The House bill would apply to every Anerican with private health
i nsurance. Most provisions of the Senate bill would apply to

peopl e i nsured through enpl oyer-based plans that are exenpt from
state regulation. One exception is a requirement that plans |et
pati ents appeal to an outside review panel if care is denied that
woul d apply to everyone with private health insurance.

| nsurance Ti NMBS: Insurers Find Draft FTC Financial Privacy Guidelines

Encour agi ng
March 14, 2000, Vol. XIX No. 6

WASHI NGTON - Proposed financial privacy rules issued |last nonth
by the Federal Trade Conmi ssion (FTC) add wel cone guidance to
insurers regarding i nplementation of the new federal financia
servi ces noderni zation |law, but uncertainty remains, according to
i nsurers.

"The proposed FTC rul es hel p answer questions that nany insurers
have concerni ng how the Gramm Leach-Bliley Act will apply to
their everyday operations," said Rey Becker, vice president of
the Alliance of Anmerican Insurers. "These include a reassurance
that the new privacy |aw applies only to products and services
for personal, fam ly or household purposes, as well as gui dance
as to when a privacy notice is actually required.™

In terns of insurance policies, the privacy notice would be
triggered when the consuner executes the contract. "ln nost

i nsurance situations, this would nmean the application process.
Thus, nerely discussing an insurance policy with a prospective
customer would not require any formal privacy notice," Becker

sai d.

"There even is flexibility for insurers or agents marketing over
t he tel ephone," Becker added. "The rules would allow the insurer



and the consuner to agree to delay the initial privacy notice
until after the product or service is provided, rather than
before."

The FTC also has indicated it will issue separate standards
governing insurer confidentiality regarding the use of nonpublic
personal infornmation on custoners.

"For better or worse, these standards should assist insurers in
nmeeting the concerns of state insurance comm ssioners," Becker
said, noting that the New York |nsurance Department has already
asked insurers for this type of infornmation.

He did note sone negatives in the proposed rules, including" an
expansi ve definition of what constitutes 'financial information'
that pronmpts special treatnment, even where there i s nothing
renotely 'financial' about the data."

He al so expressed concern about |anguage that could trigger
privacy requirenents when an insurer 'collects' data on a
potential consuner from other sources but has no custoner

rel ati onship yet.

The FTC is expected to issue final rules on or before May 12. The
privacy provisions of the financial nobdernization act take effect
Nov. 12.

| nsurance Ti NBS: Legislative States
March 14, 2000, Vol. XI X No. 6

In New Hanpshire, an insurance industry-opposed bill (SB 440)
expandi ng the definition of after nmarket parts and restricting
their use by insurers has been killed in conmittee.

The bill will not be referred out of conmittee but it could stil
cone before the floor of the Senate, industry observers think
this is unlikely.

The Anerican | nsurance Association, The National Association of
I ndependent Insurers and the Alliance of Anerican Insurers al
opposed the bill

Four states are taking steps toward noderni zing their insurance

| aws by working to reform agent countersignature requirenents.
The states in question - Al abamm, Massachusetts, West Virginia
and Woning - are four of only eight states left with absolute
countersignature |aws on their books. The others are Florida,

M ssi ssi ppi, Nevada and South Dakota. Twel ve states have so-
called retaliatory laws in place

The Houses of Representatives in Massachusetts, Wst Virginia and
Woni ng have passed legislation to repeal their respective
countersignature laws. All three bills now await consideration in
their respective senates.

Oficials who run a large prescription assistance programin New
Jersey want to stop covering ~“cosnetic'' treatnments for problens
such as bal dness and age spots.

Proposed anendnents to the Pharnaceutical Assistance to the Aged
and Di sabl ed program woul d end funding for the popul ar drugs
Propecia, Retin-A and Meridia for nmany patients.

State officials said the costs of offering prescription aid are
rising at an unacceptable rate around the country. The cuts in



New Jersey's $280 million program which covers the |owincone
el derly and di sabl ed, would save the state about $200, 000 per
year.

" " Most peopl e woul d argue that we shoul d not be paying for drugs
that are purely cosnetic,'' the progranis director, Kathleen
Mason, told The Star-Ledger of Newark

Many private insurers already restrict coverage for such
treatments

But drugs to treat sonme of the external effects of aging are
increasingly in demand by senior citizens. Their large interest
group, AARP, does not believe that the treatnments in question
shoul d be automatically off-linits to coverage.

The prescription program covers 190,000 | owi ncone New Jerseyans
on a $5 co-pay plan.

I nsurers are opposing a Massachusetts bill (H 5028) that would
repeal the sunset provision for the joint underwiting
association for liquor legal liability insurance.

In testinony before the Joint Conmittee on Insurance, the

Ameri can | nsurance Association pointed out that the sunset
provi si on has existed since the JUA was formed in 1985. The
nunber of risks witten by the JUA has declined steadily for the
past several years.

"As a matter of public policy, the governnent should not be
maki ng residual markets permanent. Rather than perpetuate this

i nvoluntary market, it is better public policy to allow these few
risks to be taken care of by the voluntary market," said James T.
Harrington, Al A vice president, northeast region.

Federal financial services reformdid nore than sinply renove
barriers between banks, insurers and securities firns. The G amm
Leach-Bliley (G.B) Act al so addresses the collection, use and

di scl osure of inonpublic personal informationi on custoners by
these same entities.

Even t hough the federal act provides new privacy protections,
there has been a flurry of state |legislation on privacy issues,
notes Rey Becker, vice president for the Alliance of Anerican
Insurers. While sone seek to build-upon G.B, he mmintains that
others are solutions in search of problens:

Opt-In: Wile GB allows consuners to opt-out of having their

i nfornmati on shared, these bills would prohibit such sharing

unl ess the consuner affirmatively gives permssion. The industry
believes that this denies potentially valuable information to
consumers who forget to fill out and return a form Such bills
have surfaced in Arizona, California, Delaware, Massachusetts,

M nnesot a and Washi ngton and M nnesot a.

No di scrimnation agai nst custoners who decline to share:
According to insurers, this negates one of the key benefits of
G.B by effectively denying prem um di scounts and speci alized
products to those who want them nost. These bills have surfaced
in California, Massachusetts and New Jersey.

Information Collection: These bills prohibit the collection of

i nformati on, not the use or distribution. Since accurate
information is crucial to underwiting and rating, insurers have
problens with these. Washington is considering one.

Identity Theft: Some bills would crimnalize efforts to obtain
personal financial information for fraudulent or crimna



purposes. Insurers are concerned that sone of the bills are so
over-reaching as to nake felons out of |aw abiding

busi nesspersons. Variations on this are pending in nine states

i ncluding California.

Enforcenent: Many of the bills would create a private right-of-
action to encourage attorney involvenent (California, Hawaii and
Washi ngton). Still others would involve sate attorneys general in
policing this area, thereby duplicating i nsurance depart ment
oversi ght.

| nsurance Ti meS: Latest Agency Mergers
March 14, 2000, Vol. XIX No. 6

Fred C. Church, Inc. of Lowell, Mass. has acquired the Gornman-
Litchfield I nsurance Agency in Dracut, Mass. The acquisition
brings to 10 the nunmber of branches Fred C. Church has in
northeastern Massachusetts and sout hern New Hanpshire.
Gorman-Litchfield has 4,000 clients, 60 percent of whomare from
Dracut.

In addition to Lowell and Dracut, Fred C. Church operates
Massachusetts offices in Chel msford, Andover, Methuen

Wl mngton, Littleton, Haverhill, Wburn and an office in
Portsmouth, N H

The purchase was formalized on March 1 by Fred C. Church
President John F. Reilly, Jr., and Gorman-Litchfield owner Frank
CGor man.

Anmeri cana Financial Services, Inc., a New York City-based

i nsurance brokerage, has acquired Mrstan General Agency, Inc., a
whol esal er serving a network of nore than 7,000 independent
brokers with products for small and nedi um sized busi nesses.

Ameri cana Financial Services, Inc. sees the acquisition as a good
fit with its online e-comerce business, BrokersUSA

Mor st an, based in Lake Success, New York, represents nore than 65
i nsurance conpani es and prem um volune in excess of $125 mllion
It has offices in New York, New Jersey and Fl orida.

Ameri cana, started in 1998, has 250 enployees in six states with
projected revenues for 2000 of $21 million

The NIA Group of Paramus, N.J., has nmerged National Associates, a
maj or sout hern New Jersey insurance agency, into NIA. Both firns
have entered into a joint venture with two other insurance firnmns:
Consol i dated National Insurance and | nsurance Managenent

Servi ces.

Nati onal Associ ates, headquartered in Cape May, will add its 50
enpl oyees and offices in Marlton and Turnersville to NIA's 500
enpl oyees and New Jersey offices in Randol ph, Sonerset, Cranford,
Freehol d, Paramus and in New York City.

M&T Bank Corp. of Buffalo, N Y. and its principal subsidiary,
Manuf acturers and Traders Trust Co., has conpleted the
acquisition of Matthews, Bartlett & Dedecker, Inc., a
property/casual ty insurance agency |ocated in Buffalo.

MBD wi Il operate as a subsidiary of M&T Bank. MBD s president,
Gerald C. Saxe, will continue with the conpany as president of
t he subsidiary.



| nsurance Ti MBS: pinion Exchange: The following i s taken from
Harrington's testi nbny before the Massachusetts Legi slature On H 4994 rel ating

to financial privacy rights
March 14, 2000, Vol. XI X No. 6

by Janes T. Harrington
Vice President, State Affairs
Anerican | nsurance Associ ation

The following is taken from Harrington's testi nony before the
Massachusetts Legislature On H 4994 relating to financial privacy
rights

Thi s past year Congress enacted broad financial services reform
| egi sl ati on designed to keep America conpetitive in banking,
securities and insurance. As a part of this legislation whi ch
is known as the Gramm Leach-Bliley Act Congress established for
the first time a conprehensive privacy policy for the financia
servi ces sector.

This policy carefully bal ances privacy considerations with the
need to encourage comerce. As part of this bal ancing process,
Congress intended that its policy be applied in the sane way for
all three financial services sectors: banking, securities and

i nsurance. For the banking and securities sectors, Congress
provi ded that the policy be inplenented and enforced by federa
agenci es. For insurance, Congress provided that it be

i npl enented by state insurance regulators, with each state
responsi ble for inmplenenting the standards for insurers that are
domiciled in that particular state. The challenge and the

i nperative is that the policies, in fact, be the same across
the financial services sectors and anpong the various states.
Wth uniformty, commrerce will flourish and privacy rights wll

be protected. Wthout uniformty, there will be a crazy quilt of
differing and conflicting standards. Everyone except possibly
those in the litigation business will |ose.

For banking and securities, unifornmty is being achieved by the

i ssuance of coordi nated regul ations by the major federal agencies
such as the Departnment of the Treasury, the Federal Reserve
Board, and the Securities and Exchange Conmi ssion. For

i nsurance, uniformty nust conme fromstate regulatory action in
fifty separate states. To achieve this, the states will need to
proceed with a disciplined adherence to Title V of the federa
law, which is where the federal privacy standards are

est abl i shed.

It is critical, therefore, that states not enact insurance
legislation that is at variance with the federal standards. To
do so would not only destroy the bal ance that Congress
establ i shed, but woul d adversely affect the ability of insurers
to conpete with banks and securities firns. It night also place
sone insurers at a conpetitive disadvantage with other insurers,
nerely because of their corporate structure.

How t hen shoul d this national policy be carried out with regard
to insurance? The first inperative, we believe, is to reject the
enact ment of substantive state insurance legislation that alters



t he Congressi onal bal ance or that changes Congressiona

requi renents. The second inperative is that each state ei t her
under current state law or with a new inplenmenting statute

promul gate regul ations to inplenent the federal privacy
requirenent for their domciliary insurers.

As each state proceeds with inplenmentation, it should fee
confortable in knowi ng that the new federal privacy standards are
both rigorous and fair. Under them custonmers will have nore
protections than ever before. They will have nore know edge than
ever before. And they will have unprecedented rights to tel
financial firms not to share non-public personal information
about them Specifically, under the federal |aw, each financia
institution must for the first tinme:

Clearly and conspicuously disclose to custoners at | east once
each year their policies for collecting and sharing the
custoners' non-public personal information;

Al ow custoners to "opt out" of the sharing of persona
i nformati on between their financial institution and unrel ated
third parties (with linited exceptions), thus adopting the
approach that has worked so well under the Federal Fair Credit
Reporting Act;

Restrain fromdisclosing information to third party narketers
that would allow for direct access of their customers' account
nunbers; and

Conply with new standards to protect the security and
confidentially of customers' non public personal information.
These privacy rights are bal anced agai nst other needs that are
just as critical to a functioning econony. W nust allow
information to flow for conmercial purposes. W nust be able to
bring new product and service information to those who are likely
to be interested in them W nust allow businesses to manage
transactions and prevent fraud. W nust not take the
"information" out of "information technol ogy."

Sone peopl e have argued for a different balance than the new
federal |aw provides, including a requirenment that essentially no
i nformati on be shared for any purpose wi thout an individual's
prior approval the so called "opt in" approach. |In choosing
"opt out" over in", Congress recognized that the "opt out"
approach, also featured in the Fair Credit Reporting Act, has
worked well to protect customers who prefer to preserve the
confidentiality of their personal financial information.
Moreover, Title V includes specific provisions to nake sure that
customers are aware that they have the right to "opt out" and
know how to exercise that right. Thus, Congress rejected the
"opt in" approach, with good reason. A systemthat relies on
clogging the mails (or the enmails!) with a never-endi ng barrage
of prior review notices is a terrible choice. |n any case the
careful bal ance represented by the federal bill should not be
upset by some individual states.

Qur concern with H 4994 is that it does change the federa

bal ance and it does so in a particularly difficult way. First it
adopt s wi t hout any substantial support or exanination an "opt
in" policy in contravention of the new federal |aw Second, it

i nposes particularly onerous notice requirements for every
transaction. Third, it fragments the legal structure by applying
its rules to sone insurers, but not others; it does this by
applying its standards to insurers that are affiliated with



anot her financial services conpany, but not to insurers that have
no such affiliation

Therefore, we urge Massachusetts to concentrate on inpl enenting
the new federal standards consistent with those standards, rather
t han adopti ng other approaches. By inplenenting the new federa
standard for insurers, all financial services customers in
Massachusetts the custoners of banks and securities firms, as
well as insurers - wll enjoy the protections of the new federa
requi renents, and all financial services firns will be operating
under the same rules. Let's not lose this inportant opportunity.

The American |Insurance Association is a country w de property
casualty insurance trade associati on whose nenbers wite in
excess of 35% of property casualty insurance provided in
Massachusetts.

| nsurance Ti meS: Mss. Bill Wuld Shift Costs To Auto From Health
Il nsurers
March 14, 2000, Vol. XI X No. 6

BOSTON - Massachusetts auto insurers took aimlast week at a bil
(S.2104) they said would shift costs fromhealth insurers to auto
insurers and increase costs for all consunmers as a result.

The | egi slati on woul d undo a ruling handed down by the Suprene
Judi cial Court in Domi nguez v. Liberty Mitual, 706 N. E. 2d 647
(MA. 1999). In Dom nguez, the court ruled that Massachusetts
Personal Injury Protection Benefit statute provides for a carefu
bal ance between the responsibilities of the auto and health care
i nsurers. Under Massachusetts' law, the auto insurer is
responsible for the first $2,000 of nedical expenses under the
PIP statute (MG L. c. 90, sec.34A). Coverage for nedica
expenses between $2,000 and $8,000 rests with the claimant's

heal th i nsurer.

In Dom nguez, the claimant was injured in an auto accident. He
submitted $2,785 in nedical expenses to the auto insurer which
paid the statutorily required $2,000. The claimant's health

i nsurer refused to pay the $785 bal ance because the clainmant did
not follow the health plan's procedures and received the care
outside of its network. The clainmant then sought payment again
fromthe auto insurer, which refused. The court upheld the auto
insurers' refusal, ruling that the clainant cannot frustrate his
obligation to coordi nate nedical benefits with his health carrier
by refusing to abide by the health plan's procedures. He cannot
shift the cost to his auto insurer, sinply by refusing to foll ow
the health plan's rules.

"I'f claimants are allowed to sinply ignore the procedures of
their health plan and shift the costs back to their auto
insurers, it is not hard to i magi ne sonme health care providers,
free from any oversight, over treating

claimants to buttress their liability case," said James T.
Harrington, Anerican |Insurance Association vice president,
northeast region

"The Legislature crafted the coordi nation of benefits in the PIP
statute in such a way as to provide clai mants i medi ate cover age
for their medical costs, while keeping the inmpact on auto



i nsurance costs to a mnimm" added Harrington. "S. 2104 undoes
that careful balance. Al the claimnt needs to do to receive
full reinbursenent is to followthe rules of his or her health
plan, as they would for any other health care coverage."

| nsurance Ti meS: Arguments Begin In Major Lloyds Lawsuit
March 14, 2000, Vol. XIX No. 6

LONDON - Venerabl e i nsurance col ossus Lloyd' s of London took up
the fight of its 312-year life |ast week when | awers began
argunents in a lawsuit accusing the conpany of nmssive fraud.
Hundreds of Lloyd's investors, known in the business as Nanes,
al l ege they were duped into joining the institution at a tine
when Ll oyd's faced overwhel mi ng | osses due to clains by victins
of asbestos-related ill nesses.

The Nanes argue that top Lloyd' s executives knew about these
enornous liabilities but deliberately conceal ed them as they
 aunched a worldwi de drive to recruit thousands of new investors
to help absorb the potential |osses.

The | awsuit, expected to | ast several weeks, seeks danages of up
to $237 mllion

| nsurance Ti mesS: Almss Goup To Sell Directly In Brockton
March 14, 2000, Vol. XIX No. 6

BROCKTON, Mass. -lIn a path-breaki ng nove for an agency network,
all Mass Group Inc., through its subsidiary, the allMass | nsurance
Agency, has begun selling insurance to consuners in the

Brockton, Mass., area. It is offering auto, hone and small -
busi ness i nsurance.
"Qur goal is to make profits that will support expansion of

our services to our nmenbers services and ultimately reduce
dues, " said Stephen J. Ledogar, allMass G oup president and CEQ
Because the nearest all Mass nenber is about 15 niles away,
all Mass won't be conpeting with any of its own nmenbers, he
added.
Previously, allMass Insurance Agency served only all Mass
nmenbers, offering themadditional nmarkets with A-rated carriers.

That will still be its main role.

"We have a full-function agency, and it makes sense to use it
toits full potential," Ledogar said. The agency is nanaged by
Joyce O Neill, allMass G oup's executive director, who is a

i censed broker.

Ledogar believes that all Mass | nsurance Agency eventual |y may
produce enough conmi ssions and profits to elimnate all nenber
dues and assessnents.

al | Mass Group (www. al | mass. com) of fers menbers appoi nt nents
with top carriers, profit sharing, statew de consuner
advertising, branding, specialty narkets, and access to
acqui sition capital and nmanagenent consulting.

Owmned by agents, all Mass G oup nenbers have about 30
| ocations and wite nore than $60 million in prem uns.

For more information, call all Mass at (800) 899-8929.



| nsurance Ti MeS: InsuranceTransl ation.comsite re-|aunched
March 14, 2000, Vol. XI X No. 6

New Haven, Conn. - MiltiTech Communications, Inc., a provider of
forei gn-1anguage translation services to i nsurance and rel ated
sectors worl dwi de, has re-launched its |InsuranceTransl ation.com
Wb site.

In addition to expanding the information available on the firms
services, the recently re-launched site enhanced its d ossary
Agent and Language Perils sections by organizing them according
to topic.

A ossary Agent is InsuranceTranslation.conm s expandi ng set of
links to online glossaries in a variety of |anguages in

i nsurance, reinsurance, healthcare, |aw, shipping, and ot her

di sciplines of interest to insurance industry professionals.
Language Perils, InsuranceTranslation.coms e-letter, offers an
interactive forumfor insurance and rel ated professionals
wor | dwi de to address issues of their nmarkets through the unique
prismof term nology. For exanple, recent contributors have

di scussed consequential |osses in Germany, the problenms of
conmuni cating U S. healthcare terns to Russian em gres,
segregated cells in captives, and proximate cause in Argentina.
I nsuranceTransl ati on. com wel cones contributions to Language
Perils fromindustry professionals worldw de. Mre information
is available at the firms Wb site.

| nsurance Ti meS: Wwather Insurer Offers Consunmer Policies
March 14, 2000, Vol. XI X No. 6

Wor | dwi de Weat her, a specialist in providing weather insurance
for conmercial operations and major sporting events including
Maj or League Baseball's Al Star Game, has | aunched a new web
site - www. Rai nDay.com - making rain insurance available to
CONSUnNers.

Rai nDay. com of fers protection for single day or vacations
cancel ed due to rainy or inclenent weather.

The Vacation Protection Plan provides up to $100, 000 i n coverage.
The One Day Protection Plan offers coverage up to $50, 000 per
hour, per day, for single day events such as weddi ngs, sporting
events, holiday outings and nore.

Rai nDay.com al l ows visitors to the site to obtain instant quotes,
file applications, and submit claims online.

| nsurance Ti MeS: P/Clinsurers Set Record For Arbitration Use
March 14, 2000, Vol. XI X No. 6

Property/casualty insurers and sel f-insureds resolved nore than
$1 billion in inter-conpany clains disputes through arbitration
in 1999, according to Arbitration Forums, Inc. (IlAF).

The record use of arbitration | ast year narked the second
consecutive year in which the $1 billion mark was exceeded, noted
D. Kay Smith, chief executive officer of |AF.

An | AF study found that for every dollar a conpany spends on



i nter-conpany arbitration, the return on investnent is $18.92.
Cost itens reviewed in the study included the salary of the
clains handler, file preparation tinme and copying and mailing
costs.

| nsurance Ti mesS: Conputer Hack Attacks Spark Interest In Internet Loss

| nsur ance
March 14, 2000, Vol. XI X No. 6

I nsurance is security blanket for risky business

As federal authorities investigate a recent string of conputer
hack attacks that tenporarily shut down sone of the Wb's npst
popul ar sites, a growi ng number of insurers are offering policies
that cover Internet |osses.

Marsh Inc., a San Franci sco-based i nsurance broker, recently
began of fering up to $200 nmillion in coverage in its NetSecure
policy. A handful of smaller firns offer simlar policies.
Coverage options vary, but typically clients pay to protect

agai nst revenue |l ost due to w despread Internet outages or if
their site is inaccessible to consuners for any number of reasons
froma service outage to a hacker attack

Mar sh has sol d about 100 policies so far, and has seen a fivefold
increase in inquiries about the coverage since recent Wb
attacks, said Bill Power, a nmanaging director in Houston
"“Technol ogy is not bulletproof,'' said Em |y Freeman, director
of the conpany's e-business division. “"It's a business-risk

i ssue and needs to be addressed.'

Handango, a Dallas startup that sells hand-held technol ogy and

of fers software downl oads through its Wb site, bought
““cyberspace liability coverage'' earlier this year after an
internal review reveal ed potential for heavy Internet | osses.

The Internet “"is everything that we do,'' said CEO Laura Ri ppy
is CEO "“lInsurance is a security blanket in a Wb world that
does not provide a whole |lot of security.'

Net insurance is a budding nmarket that has growth potential as
onl i ne business continues to expand, said Martin Sheffield, vice
president of the PCratings division at AM Best Co.

““Certainly it's a niche,'' Sheffield said. "1 think as the

I nternet exposure becomes nore apparent, there will be nore
products that align thenselves with that exposure, and with any

i nnovative enterprise the insurance industry conmes along to fil
in any of those risks.'

Sean Kal dor, an e-business analyst for Internet researchers
International Data Corp., said there are “~"a few' insurers who
currently offer Internet policies, but the number is grow ng
steadi | y because of the demand.

Most big sites such as Yahoo! and eBay are insured, but generally
don't discuss it because businesses _ not custoners _ are covered
by the policies, Kaldor said. Snaller sites and traditiona

busi nesses that have Wb sites will need Internet-specific
coverage, he said.

71 think that anyone doing business online realizes that it
presents unique risks. Any way you can nitigate those risks is
goi ng to make your investors feel nore confortable doing business



with you as well as your custoners,'' Kal dor said.

For now, large insurers are steering clear of the Wb because
there is no definitive data showing how big a liability the
coverage could be, Sheffield said.

In addition, Kaldor said, there are other issues that need to be
ironed out, such as who will evaluate and set rates and what
happens if there is a major online disaster

There's also a risk that the cushion of an insurance policy could
conprom se security awareness, he said. ““Wiat we don't want to
see is online nerchants getting sloppy and saying, "Oh if this
happens we'l|l be covered.

| nsurance Ti MBS: Iroquois Doubl es Mass. Size Wth Merger
March 14, 2000, Vol. XIX No. 6

New Engl and General I|nsurance Agency has nerged with the Iroquois
Group, the conpani es announced Feb. 17

New Engl and General, a network of 22 independent Massachusetts
agencies, wites more than $4 nillion in premuns annually. The
transaction roughly doubles the O ean, N.Y.-based Iroquois G oup
presence in Massachusetts to 41 agents. The conpany said that
the deal is part of a continuing plan to expand i nto New Engl and
"New Engl and General agents already have a strong custoner base,"
said WIliam Branch, president of Iroquois Goup, in a prepared
statement. "Now, through the Iroquois network, they will have
vastly inproved access to a broad array of quality insurance
conpani es, plus better training, technol ogy and adm ni strative

support. As lroquois nenbers, they will be able to |lower their
costs and increase their volunme."
Bill Genovese, chairman of New Engl and General, called the merger

"the |l ogical solution to our growth requirenents."

"New Engl and General has focused primarily on comrercial business
and hi gh val ue hone insurance," said Genovese. "Now we can do
all that and nmore. W're excited about joining Iroquois."

The conpani es said that New Engl and General will continue to
provide centralized underwiting authority to area agents out of
its Whburn office. Agents will place business for their clients
with a single application. Central staff will then search

mar ket s and sel ect the company whose underwriting posture,

phi | osophy, and pricing best suits the account.

"New Engl and General is a prinme exanple of the type of

organi zation that benefits fromjoining the Iroquois network,"
sai d Branch. "Even the nobst established agenci es need access, at
one time or another, to additional standard and specialty
markets. W inprove their access to insurance markets so they
can offer nore products to their clients. Plus, their nmargins
are much better, because our network nmenbers can achi eve vol unme
requi renents that are beyond the reach of small operations.”
Iroquois calls itself the ol dest, |argest network of independent
i nsurance agents in the country, with nearly 1000 rural and
subur ban agencies in 22 states, representing $2 billion in
prem um vol ure.



| nsurance Ti mesS: Demand For Online Purchasing And C ai ms Handl i ng
Continues To | ncrease
March 14, 2000, Vol. XIX No. 6

Auto coverage nost likely to be bought online, followed by life

GREENW CH, Conn.- Nontraditional players nmay be breaking into
the online insurance market, but consunmer loyalty is with

i nsurance carriers, according to a recent survey conducted by

I VANS Inc., an e-business solutions provider for the insurance

i ndustry.

Thirty-six percent of respondents said they would nost |ikely
purchase insurance over the Internet directly froman insurance
carrier opposed to a search engine (20%, insurance mall (8%, or
a brokerage (5% or banking (4% site.

Nearly half of the consumers surveyed said they woul d be nopst
likely to purchase autonobil e coverage el ectronically, foll owed
by life (23%, homeowners (20% and health (13% coverage.
Forty-ei ght percent of those respondi ng have Internet access at
hone while one-third have access to the Internet at work.

Fi ndi ngs indicate a parallel between those interested in
researching cars online and researching auto i nsurance onli ne.
Nearly a third of the 36% who researched buying a car online said
t hey have al so researched buying auto i nsurance onli ne.

"The nunber of educated consunmers is growi ng as the Internet
continues to provide easy and conveni ent access to information on
products and services," said Dan Carm chael, president and CEO of
I VANS, who presented the findings at | VANS Chi ef Executive Forum
in New York

"I nsurance carriers nust devel op a solid e-business strategy
today if they want to respond to grow ng customer demands and
retain custoner |loyalty tonorrow "

Al ready, the electronic narket is testing the survival of the
industry's fittest. Ten percent of survey respondents said they
woul d switch insurance carriers if their insurance carrier did
not offer the ability to purchase insurance and file clains
online, if another carrier did. This nunber is likely to increase
as nore insurance conpanies strive to secure their niche on the

I nternet.

W ndow Shoppi ng

"Qur survey shows that consuners are using the Internet to w ndow
shop for nuch nore than books, CDs and hones," added Carni chael
"Online insurance is the next |ogical step consurmers will be
taking, and carriers must be ready to turn browsing into

busi ness. "

More than a third of all respondents said they are aware that
their auto, health and Ilife insurance carriers have an online
presence. Nearly half (44% of respondents said they are aware of
their health insurance carrier's Wb site; 39%said their auto

i nsurance carrier has a Wb site; and 33%said their life

i nsurance carrier has a Wb site.

But only seven percent of respondents said they access their
auto, health or life insurance carrier on a nonthly or daily
basi s. Respondents said they are nore likely to visit auto (23%
and health (209 insurance carrier Wb sites over life insurance



(13% sites.

IVANS Inc. is an e-business solutions provider for the insurance
and heal thcare industries. Mre information on | VANS may be found
on the Internet at ww.ivans.com

| nsurance Times: calif.'S Biggest Conp Witer Seized
March 14, 2000, Vol. XIX No. 6

SACRAMENTO, Calif. (AP)- State regulators on March 2 seized the
Superior National Insurance Group, California' s |argest workers
conpensation insurance entity that authorities said was in severe
financial straits with scant reserves.

I nsurance Conmi ssi oner Charles Quackenbush went to court on March
6 in Los Angel es and Sacramento to seek a formal court order

pl aci ng the managenent of the group under state authorities. The
action neans the state takes over conplete control of the group's
operations, and can sell the off conpany, which the conmi ssioner
said had $730 million in assets and $240 million in prem um

i ncome during 1999.

Quackenbush said Superior suffered excessive |losses and a

depl etion of reserves, anong other problens.

" Superior National faced unforeseen |loss ratios and an adverse

clains history that has resulted in a significant shortfall in
reserves,'' the conm ssioner said. "~ Superior National must be
conserved (seized by the state) to ensure that clains will be
paid,'' he said.

Superior National - actually a collection of five conpanies - is

the | argest private workers conpensation i nsurance group in the
state, with about 9.8 percent of California' s market share,
according to AAM Best, an independent research firmthat targets
i nsurance.

Quackenbush said four of the five conpanies were seized by
California regulators - California Conmpensation |Insurance Co.,
Conbi ned Benefits Insurance Co., Superior National Insurance Co.
and Superior Pacific Casualty Co.

A fifth nenber of the Superior group, based in New York, is under
financial scrutiny by New York regulators, according to the

Cal i forni a comi ssi oner

" " The workers conpensation insurance market here in California is
fiercely conpetitive. A by-product of that reality is the
possibility of circunstances arising such as these, where a
carrier cannot renmain conpetitive and financially solvent at the
sanme,'' Quackenbush sai d.

I ndustry observers generally agreed with conmm ssi oner

"“It's disappointing that the conpetition has been so severe, and
that | osses have been accumulating for the last three years at an
i nordinate rate. Sooner or later, the damhad to break,'' said
Barry Carnody, president of the Association of California

| nsurance Conpani es, a trade association and | obby in Sacranento.
Mar k Webb, who heads the Sacramento office of the American

I nsurance Association, said ~“workers conp conpanies that mainly
rely on business fromwithin the state face special stress.

“T1It means that a conpany that wites exclusively workers conp
and primarily in California is in mjor danger, for solvency

pur poses, than conpanies that diversify, both by line and



geogr aphy,'' Webb said.

Calls to the conpany's Wodland Hills office went unanswered.
Superior National has been hurt in recent years unexpectedly high
cl ai s payouts and by an intensely conpetitive market. In recent
nonths A.M Best had downgraded the conmpany's bonds because of

| ow reserves and Superior's acknow edged difficulty in collecting
$175 million in claims froma re-insurer. Standard & Poor's put
the conpany on credit watch, an indication that it mnight

downgr ade the conpany's rating.

In 1995 the California Legislature revised state law to all ow

wor kers conpensation insurers to set their own rates. That, plus
atrend in recent years of relatively |low clains paynents, has
pronpt ed i nsurance conpanies to slash prices to gain marketshare.
The | ower prices, plus higher-than-expected clains, have put a
squeeze on a nunber of conpanies. The California Wrkers
Conpensation I nsurance Ratings Bureau recently estimted that the
state workers conpensation narket as a whol e has a reserve
deficiency of $3.2 billion.

| nsurance Ti mMeS: Ethics Awareness Mnth Projects Pl anned
March 14, 2000, Vol. XIX No. 6

A national survey on business ethics, a nonograph with ethics-

rel ated case studies and an ethics awareness electronic bulletin
board will be the focus of Ethics Awareness Month (EAM 2000 in
Mar ch.

Established in 1990, EAMis a nationw de educational program
designed to pronote awareness of ethical issues affecting the

i nsurance and financial services industry. The event's four
sponsors are The American Coll ege, The Anerican Institute for
Chartered Property Casualty Underwiters, the CPCU Society, and
the Soci ety of Financial Service Professionals (SFSP).

A survey being conducted for the SFSP will exami ne ethical issues
i n enmpl oyer/enpl oyee rel ations. Key questions will address how
enpl oyees and managers perceive their conmpany's policies on drug
testing, using video caneras in work areas, and nonitoring e-nai
correspondence and web-surfing behavior. results of the study
will be released in md-Mrch

The American Institute for CPCU will publish a nonograph, "Ethics
in the Insurance Industry: A Case Study Approach." David H
Brownel | and Steven Heal d prepared the study, which was funded by
the Insurance Institute for Applied Ethics, a division of the
Anerican Institute for CPCU

The American College will add an ethics awareness bulletin to its
website at www. anercoll.edu It will include case studies
addressing sone ethical dilenmas facing today's financial service
pr of essi onal s.

| nsurance Ti MBS: MssMitual buys Hong Kong firm
March 14, 2000, Vol. XIX No. 6

SPRI NGFI ELD, Mass. (AP) - Springfiel d-based MassMutual Fi nancia
Group said it is buying a Hong Kong insurance conpany, j 0ining
other U S. firms entering Japan and other Pacific R mcountries.



Ternms of MassMutual's purchase of CRC Protective Life |Insurance
conpany were not disclosed. CRCis owned by HKCB Bank Hol di ng Co.
of Hong Kong and Protective Life Corp. of Birm ngham Ala.

CRC Protective will be renaned MassMutual Asia.

““Strategically, we were trying to get into Asia w thout having
to start a company fromscratch, and this was a perfect way to do
that,'' Robert O Connell, MassMitual's chairman and chi ef
executive, said Wednesday.

O Connel | said Massmutual woul d soon expand into Ml aysi a,
Thai | and, the Philippines, and possibly Japan

The deal neans that MassMutual is joining other U 'S. financia
institutions entering the Asian market in the wake of a banking
and currency crisis that swept that part of the world. Struggling
Asian financial institutions are selling off operations to U. S
conpani es.

In April, John Hancock Financial Services Inc. of Boston was
given permssion to sell life insurance in Shanghai through a
joint venture with a | ocal company. Hancock hoes to start selling
its products early next year.

| nsurance Ti meS: First Colony, GE Capital Revise Term Portfolio
March 14, 2000, Vol. XIX No. 6

Two GE Fi nanci al Assurance conpani es have announced new termlife
i nsurance packages to replace their current portfolios and
pricing.

First Colony Life Insurance Co. and General Electric Capita
Assurance Co. introduced products with both fully and partially
guaranteed | evel prem um periods. Earlier, the two insurers had
announced they woul d stop of fering 1999 products and pricing by
the end of February.

The new portfolios are designed to neet custoner need in the new
regul atory environnent created by Triple X regul ation

Featured in each portfolio are two series of term products: one
which offers level-rate guarantees for as long as 30 years of
coverage (fully guaranteed), and another that offers |ast year's
low termrates but with |l evel-rate guarantees for only a portion
of the coverage period (partially guaranteed).

| nsurance Ti NMeS: Ny Life LTC Custonizes Benefits
March 14, 2000, Vol. XIX No. 6

New York Life Insurance Co. has unveiled LTCSel ect Plus, an
enhanced | ong termcare insurance product with a w der range of
benefits. Were approved, LTCSel ect Plus enables individuals to
recei ve custonized plans for their insurance protection

Pol i cyhol ders can receive benefits for home and conmunity-based
care, informal care fromfriends or relatives, assisted care
living facilities or respite care for caregivers.

Sone new benefit options include inflation protection and waiting
peri od and wai ver of premi umoption. Policyholders can al so
select linmted plans for two, three, four or five years or
unlimted coverage.

LTCSel ect Plus elimnates the mental illness exclusion and does
not exclude pre-existing conditions. Visit www. newyorklife.com



for nmore information.

| nsurance Ti nMeS: Critical Illness Insurance Offers Cross Marketing

Qpportunities
March 14, 2000, Vol. XI X No. 6

Agents urged to | earn about this special product
by Dave Goodwi n

Critical Illness, or Critical Illness Survivor, insurance is a
new concept in the U S. It pays the insured a |unp sum no
strings attached for being diagnosed or treated for a nanmed
condition and surviving for 30 days.

It's that sinple.

The [ unp sum may be bought in anmounts ranging from $25,000 to
over $1 mllion. Annual premuns start in the $400 range.
Policies are available individually or through payroll deduction
The concept originated in South Africa in 1983 when Dr. Marius
Barnard, brother of the doctor who pioneered open heart
transpl ant surgery, noted the financial hardships which wecked
the survivors of cancer, transplant and other severe procedures.
Rui nous noney | osses struck even after insurance covered the
bills. Lost income for the survivor, lost time or lost jobs for
t he spouse or caregiver, hone or auto nodifications and other
expenses often cane atop |ost incone.

Surviving a Covered Condition

The Critical Illness Survivor policy my be used for any of the
above, or anything else. Atrip, or a luxury item or medica
costs not covered by insurance, or whatever the insured wants.
Policy benefits are not based on nedical expenses, but sinply on
surviving a covered condition for 30 days. Covered conditions
usual Iy include life-threatening cancer, stroke, heart attack

Al zheinmer's. In addition, sone policies pay full or partia
benefit for major organ transplant, paralysis, blindness, kidney
failure, deafness, heart bypass surgery. Coverages vary w dely
anong carriers.

In 1987, the concept was introduced in England, where nore than
70 U.K. carriers adopted it. In Australia, all but two Aussie
life conpanies offer it. 1In Japan, a linmted benefit version
sold nmore than 6 mllion policies within 4 years.

Al t hough issued (nostly) by life conpanies, this isn't alife
policy. Nor is it a nedical expense or disability incone policy,
and it should not replace any such coverages.

It holds its own special niche.
Peopl e may confuse this policy with Survivorship Life or with

Accel erated Benefit. It isn't anything Iike either, and it
doesn't replace or overlap either. It's limted only to
speci fied al beit comon catastrophic conditions, and

then only after 30-day survival. |It's easily described and

understood. But of course it should be sold only on a
prof essi onal |evel; even here, abuses may be perceived.
The coverage is provided by individual policies, or as riders on



life or coming soon ---on disability policies.
Prospects range fromblue and gray-collar to executive and
pr of essi onal categories.

| deal Product for Agents
This is an ideal product for agents with any insurance clientele
for several reasons:

appoi ntnents are easily made;

presentations are relatively short and sinple;

prospects are not |likely to have been approached by
conpetitors.

Yet, surprisingly, nost life or property/casualty agents are not
yet selling Critical Il ness coverages. Typical reasons:
"it's too new "
“"never heard of it;"
"nmy conpany(ies) don't offer it;"
"can't take tine to | earn a new product;"
"afraid of being asked a question | can't handle."

These and ot her objections, however, won't help an agent's client
who missed a chance to have the coverage when it was needed. And
it won't help the agent's potential E&O exposure, nor relieve his
duty to informhis clients. For the clients' sake, it should be
shown. For the agents' sake, it should be shown.

On the positive side, the coverage offers i mmense prospecting
potential, not only for the sale of a policy but for gaining a
new client for total needs.

Goodwi n, a veteran contributor to Insurance Times, is a cross-
mar keti ng consultant who distributes Critical Illness and ot her
products nationw de through P/ C agenci es and ot her channels. He
may be reached at 800-622-0576.

| nsurance Ti meS: CFP Courses Merged Into One Track
March 14, 2000, Vol. XIX No. 6

W ndsor, Conn. - Effective March 1, 2000, field managers who
enroll in the CLF (Chartered Leadership Fellow) designation
programw ||l foll ow one, seven-course track

Thi s new agreenent between The Anerican Col | ege, GANA
International, and LIMRA International is the result of

i ncreasi ng cooperati on anong these three organi zations in an on-
going effort to support the professional devel opnent of field

| eaders throughout the financial services industry.

Prior to this date, students had to choose between "track A"
(AMTC and Foundations in Managenent) or "track B" (Essentials of
Managenent Devel opnent and 4 FT).

"Student evaluations of the CLF Capstone course, in terms of
content, presentation, and instruction, have been outstanding,"
conment ed American Coll ege President Samuel H \Wese, Ph.D., CLU
CPCU "but managers and honme offices did not |like having to
choose between the two tracks. | amvery pleased to see LI MRA
GAMA, and The Anerican Col | ege worki ng together closer than ever
before to address these issues.i

To earn the CLF designation, a person must conplete seven



courses. The first six can be taken in any order. The seventh
Capstone course nmust be taken | ast.

The CLF is the first managerial | eadership designation created
specifically for financial services professionals. For
information, or to register for a CLF course, please contact The
American College's Ofice of Student Services at 888- AVERCOL
(888-263-7265) or access information on the Internet at

www. aner col | . edu.

| nsurance Ti mesS: Fidelity Launches Insurance. Com As Life-Event
Consuner Site
March 14, 2000, Vol. XIX No. 6

BOSTON - | nsurance.com perhaps the nost desirable domain nanme in
t he i nsurance industry, has been |ying dormant since 1994, when
nmutual fund giant Fidelity Investrments first bought it out from
under established insurance interests for the lowy sumof $70.
The insurance industry has been waiting for Fidelity to put it to
use but the financial firmhas been sitting on the name and on

t he sidelines, watching other insurance sites before acting.

In June 1999, things began to stir when Fidelity fornmed

I nsurance. com | nsurance Agency.

Then on March 1, the waiting was over, when Fidelity |launched its
newest affiliate, Insurance.com an Internet site which gives
consumers resources to organize a personalized and sel f-directed
i nsurance pl an.

The conpany plans to take |Insurance.com public eventually.

At www. i nsurance. com consunmers can access life event-focused

i nsurance information, conpare quotes, shop for insurance and
store their insurance information and policies in a secure online
file cabinet.

The site vows to be an objective research and quote tool, with
products avail abl e from hundreds of |eading carriers. No Fidelity
products are available on the site now and the Fidelity name is
not evident - all part of the strategy to maintain it as an

i ndependent and objective site.

Fidelity has outsourced with several |eading insurance quote
services including Quotesmth.comfor rate and quote information
for termlife insurance; InsurQuote for auto insurance queries
and Heal thAxis for health insurance. |nsurance.com has al so
linked directly to several home/renters insurance providers,

i ncluding Amica, Anerican International Goup (AIG, Century-
National and Nationw de Insurance. The result is that users can
access policies and rates from hundreds of conpanies.

To provide financial advice and counsel to shoppers,

I nsurance. com has hired Forefield, Inc., a financial planning
firmbased in Wrcester

"Despite the conplexity of insurance, consuners don't have nany
unbi ased resources to turn to for information and gui dance," said
Lou Cerenia, president of Insurance.com "Wen consuners visit

I nsurance. com they have access to inpartial infornation supplied
by a | eadi ng professional advice firm including profiles
tailored to unique personal situations. Arnmed with that

i nformati on, users can nake better decisions about their

i nsurance purchases.”

Based



The sal es strategy enphasizes the life events that pronpt people
to buy insurance -such as a nmarriage, new house, birth or new
car, although users can access information in a number of other
ways, too,including profiles, products, a glossary and a search
function.

"I nsurance.coms focus on "life events' is truly unique, and a
great way to attract insurance shoppers, in an intuitive and
conpr ehensi ve way, " claimed Jenni fer Blacknore, an anal yst for
International Data Corp. (IDC), "Until now, online shoppers have
been generally limted to searching for insurance policies by
product, carrier and price, which tends to drive away peopl e who
want nore personalized information."

Once consuners decide on the type and ampunt of coverage they
need, they can conpare quotes froma variety of carriers and
ultimately purchase the insurance.

In addition to taking visitors through the process of purchasing
i nsurance, |nsurance.conm s Personal Organizer allows users to
keep track of multiple policies in a secure online |ocation
regardl ess of whether the policies were purchased through the
site. Over time, the Personal Organizer will also provide users
with rem nders and infornation given their specific persona
profile.

"The Internet has changed the way many peopl e think about their
personal finances. It puts the individual in control, while also
keeping themon a path to a secure financial future. Wth

i nsurance, there's a lot of confusion. W want to be the voice of
reason and provide users with the resources they need to direct
their own insurance strategies," said Gerem a

"I'n general, lInsurance.comls entry strategy is a strong one,"
sai d Blacknore of IDC, "In addition to outsourcing to |eading
technol ogy partners for their necessary tools, |ike quote

conparisons fromnultiple carriers, the site offers a new way to
search for a policy online."

| nsurance Ti meS: oxford Health Results Show Tur naround
March 14, 2000, Vol. XI X No. 6

TRUMBULL, Conn. - In an apparent econom c turnaround, Oxford
Health Plans Inc. posted fourth-quarter earns of $256 mllion, or
$3.05 per diluted common share.

The figures reported by the conpany show significant gains
conpared with | osses of $18.8 million, or 23 cents per share in
the fourth quarter of 1998.

For the year ending Dec. 31, 1999, Oxford posted net earnings of
$274.4 mllion, or $3.26 per diluted common share. That's up from
a loss of $624.5 nmillion, or $7.79 per share, in fiscal 1998.
""We are enornously pleased with the fourth quarter results,

whi ch exceeded our expectations. Qur continued success in
healthcare initiatives coupled with the strength of the Oxford
brand contributed to our excellent results,'' said Chief
Executive O ficer Norman C. Payson.

The managed care conpany saw its fortunes change suddenly in

Cct ober 1997 when it revealed it would take heavy | osses because
of billing delays and underesti mated costs.

Fourt h-quarter revenues in fiscal 1999 were $1 billion, down
slightly from$1.1 billion in the fourth quarter of 1998. Year-



end revenues were $4.1 billion, a drop from$4.7 billion in the
prior year.

The conpany absorbed a one-tinme charge of $24 mllion to
[itigation insurance coverage in the fourth-quarter

Oxford's nenmbership at Dec. 31 was approximately 1.6 mllion
down froman estimated 1.9 million in the previous year

| nsurance Ti NBS: R Blues, Hospitals In Contract Dispute
March 14, 2000, Vol. XIX No. 6

PROVIDENCE, R I. (AP) - A tenporary agreenent reached between
Blue Cross & Blue Shield of Rhode Island and the Care New Engl and
hospital network means patients won't be affected while the two
sides try to resolve a heated contract dispute.

For now, the insurer will continue to cover its subscribers who
seek treatnent at the network's facilities, including Butler

Kent County Menorial and Wonen & Infants hospitals, even though
Care New England has filed a | awsuit agai nst Bl ue Cross.

A Superior Court judge scheduled an April 17 hearing in the case.
Care New Engl and and Bl ue Cross each claimthe other violated a
menor andum of understandi ng that was part of their negotiations
for a four-year contract.

Nei t her side woul d di scuss specifics, citing a need for
confidentiality as tal ks continue.

Wthout the tenmporary agreement, patients would have been
required to pay their own bills, then seek rei nmbursenent fromthe
insurer. Blue Cross likely would not have covered the full anopunt
since the hospitals woul d be considered "~ out of network.'

John Hynes, president and chief executive officer of Care New
Engl and, said Blue Cross was trying to "~ ~squeeze further rate
reductions from us

““Clearly, the demise of Harvard Pilgrimin Rhode |sland has
enbol dened Bl ue Cross to conclude that they can dictate the terms
of health care for everyone in Rhode Island,'' Hynes said in a

st at ement.

Harvard PilgrimHealth Care, suffering nmllions of dollars in

| osses, shut down its Rhode Island operations in Decenber,

| eavi ng 125, 000 subscribers to find new i nsurance

And Tufts Health Care of New Engl and, which had about 5, 000 Rhode
I sl and subscribers, also quit the state.

Bl ue Cross argued the matter was nothing nore than a contract

di spute and the health care network had rejected a proposal to
operate under a tenporary systemthe two sides have used in the
past .

The Health Care Organizing Project, a consuner advocacy group
urged the two sides to quickly resolve the dispute.

""We're glad that Blue Cross is not going to be keeping pregnant
worren from giving birth next week, however we're extrenely
concerned about this,'' project spokesworman Marti Rosenberg said.
""We're hoping that in the next two nonths they're going to be
able to work this out because in the mddle of it all is the
consumer, who is scared

| nsurance Ti MBS: Geat Wst Acquires Allmerica Group Lines



March 14, 2000, Vol. XI X No. 6

W NNI PEG - G eat-Wst Lifeco Inc. announced that its U S
subsidiary, Geat-Wst Life & Annuity Insurance Co. of Denver,
Col orado, has conpleted the acquisition of Allnerica Financia
Corp."'s group life and heal th business.

Great-West Life & Annuity, with 6,800 enpl oyees, provides a ful
range of group life, health and financial products to 4.6 mllion
Ameri cans. The company is also a recogni zed | eader in
admi ni stering tax-qualified annuities for public/non-profit

cust oners.

Great-West Lifeco Inc. is a financial services holding conpany
with interests in the life insurance, health insurance,
retirement savings, reinsurance and general insurance businesses.
Great-West Lifeco is a nenber of the Power Financial Corp. group
of compani es.

| nsurance Ti NBS: Aetna Target Of Takeover By |ING And \Wél | poi nt
March 14, 2000, Vol. XIX No. 6

CEO Huber replaced; insurer nulls offer

by Noel | e Knox
Associ at ed Press

NEW YORK - Aetna Inc., the nation's |largest health insurer
confirmed that it received a $10 billion takeover offer from
conpetitor Well Point Health Networks Inc. and the Dutch

i nvest nent bank | NG G oup.

At press tinme, Aetna's board had not yet responded to the $70-
per-share, cash-and-stock offer, which was received Feb. 24, the
day before Aetna ousted its chief executive officer, Richard L
Huber .

Huber was replaced with WIliamH Donal dson, a board nenber
since 1977, and co-founder of the investnent banking firm

Donal dson, Lufkin & Jenrette.

"“The Aetna Board of Directors will reviewthe letter in due
course. Aetna chairman and CEO W | i am Donal dson has previously
announced that Aetna has comenced a conprehensive review of the
conpany's strategy and operations,'' according to a statenent
fromthe Hartford, Conn.-based conpany.

Aetna's shares soared after a report of the offer aired on the
financial news network CNBC

"“This is certainly the best news we've had in a |long, |ong
time,'' said Joseph France, an analyst with Credit Suisse First
Bost on.

Wel | Point and | NG offered $44 in cash and $26 in Wl | Poi nt conmon
stock for each share of Aetna

Vel | Point, based in Thousand Caks, Calif., sawits shares fall 8
percent on the NYSE after the announcerment. ING s U S. shares
were up 25 cents.

Executives of Well Point and ING based in Ansterdam could not be
reached.

For WellPoint, it is a bold bid by chairnman and CEO Leonard D
Schaeffer. Aetna is three tines larger than Well Point with



revenues of $21 billion and $7 billion, respectively. Vel Point
has 10, 600 enpl oyees to Aetna's 55, 900.

"“It's a surprising offer given it's so nuch |larger than anything
Vel | Poi nt has ever done,'' said France.

But Aetna is in a weak position.

Aetna's stock, which traded as high as $99.87 | ast May, has been
under pressure as the conpany struggled with high nedical costs,

l aggi ng profits and controversy over its policies toward
patients.

Last fall, the conmpany becane the target of several class-action
| awsuits all eging, anpbng other things, that its system of paying
doctors rewards them for skinping on care.

The suits were filed by the sane trial attorneys who won big

awar ds agai nst the tobacco conpanies. Aetna deni es w ongdoi ng.
Aetna has also had nore difficulty than expected in turning
around Prudential Healthcare and NYLCare, two noney-losing health
i nsurance conpani es that it bought |ast year

Despite the $70-a-share offer on the table, Donaldson's first
order fromthe executive suite was to hire Robert S. Mller, a
turnaround expert. MIller just left insurer Reliance G oup
Hol di ngs I nc., where he had been president since Novenber. Before
that, he served as interimpresident and chief executive officer
of Waste Managenent Inc., the trash-hauling conpany.

| nsurance Ti MeS: Hispanics Facing Health Insurance Crisis: Study
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NEW YORK, N.Y. - Eleven mllion H spanic Anericans |ack health
care coverage and often delay or forgo medical treatmnment because
t hey cannot afford the cost of care, says a new study by Kevin
Qui nn of Abt Associ at es.

According to "Working Wthout Benefits: The Health | nsurance
Crisis Confronting Hispanic Anericans," Hispanics account for an
al arm ng one-quarter of the nation's 44 mllion uninsured people.
Hi spanics are twice as |likely as the general population to go

wi t hout coverage. The nunber of uninsured Hi spanics nore than
doubled to 11.2 mllion from 1987 to 1998.

"The health of Hispanic working famlies in the United States -
particularly those at the Iow end of the income scale - is
suffering because too nany don't even have the option of getting
health insurance, " said Karen Davis, president of The
Conmmonweal t h Fund, which funded the report.

"Wthin the past year alnmost half of uninsured Hi spanics have not
seen a doctor, filled a prescription, or received recommended
nmedi cal tests or treatnment because of cost."

O the 11 mllion uninsured Hi spanics, 9 mllion are in famlies
where at | east one person works, but 40 percent of working-age

Hi spani cs are uninsured. A key reason why so may | ack insurance
is that Hi spanics are concentrated in | owwage jobs at small
firmse - jobs least likely to offer insurance. Regardl ess of what
sector of the econony or what type of job they hold, Hi spanics
are less likely to be insured through their enployers.

"Hi spani cs today conprise an increasingly vital share of the
nation's workforce, a share that is certain to increase in the
future. Yet they appear not to be receiving the same benefits as



ot her working Anericans, " said Cathy Schoen, vice president of
research at The Commonweal th Fund. "When they are offered
coverage they are just as likely as other groups to accept it."
The study says the best way to give nore Hi spanics access to

i nsurance is through initiatives that make enpl oyer-sponsored
pl ans nore avail abl e and nore affordable. The author cautions,
however, that to help Hi spanics these initiatives nust focus on
the sectors of the job market in which Hispanics are nost
concentr at ed.

The Commonweal th Fund is a private foundati on supporting

i ndependent research on health and social issues.

| nsurance Ti MBS: Study Finds Pets' Prescription Drugs Often Cost Less

Than Those For Peopl e
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Cost for people for sane drug sonetines five tines higher

WASHI NGTON (AP) - If the pill went down with a M|k Bone chaser
chances are it cost a lot |ess.

Congressi onal investigators conpared whol esal e prices of 14
popul ar prescription drugs narketed to people and pets, often
under different brand names, and found the cost for people can be
up to five tines higher

Rep. Bill Del ahunt, who requested the study for the House
Government Reform Conmittee, said the prices make sonme drugs

unaf fordabl e for people w thout insurance.

““I"'mall for healthy pets, but not at the financial and nedica
expense of their owners,'' said Del ahunt, D- Mass.

Drug conpany representatives called the study ridicul ous and said
the prices nust be seen in context.

" The study basically conmpares apples to oranges, or for that
matter, apples to el ephants,'' said Meredith Art, a spokeswonan
for the Pharmaceutical Research and Manufacturers of Anmerica.
Medi ci nes given to aninmals " piggyback'' on the I engthy and
expensi ve approval process needed for use in humans, Art said.
Costs of that process nust be absorbed by the narket for which
the drug was originally intended, she said.

Pati ent advocacy groups say the drug conpani es are hiding behind
research.

"“The reality is the prices of prescription drugs have no rhyne
or reason related to the cost of producing those drugs,'' said
Ron Pol | ack, executive director of Families USA

Phar maceuti cal conpani es charge hi gher prices for drugs for
peopl e because insurance conpanies often foot the bill, while pet
owners usual ly pay out of pocket, he said.

I f drug conpanies "~ could reasonably charge considerably nore for
pets they undoubtedly would do that,'' Pollack said.

Prices for the drugs in the study were gathered frominside

Del ahunt's sout heastern Massachusetts district but are conparable
nati onwi de, commttee investigators said. Mdications surveyed
were anong the top 200 sellers nationally in 1998.

The study found Augnentin, a popular antibiotic narketed as

Cl avamox for pets, cost nore than three tinmes as much when the
drug was intended for humans instead of a dog, cat or horse.



The study al so | ooked at ““directly conparable drugs'' _

nedi cati ons marketed under the sanme name and given in the sane
dosages to people and pets. For these drugs, manufacturers

char ged whol esal ers an average of 131 percent nore when the drug
was i ntended for human use.

For exanple, the study found a one-nonth supply of Medrol cost
$3.90 when purchased as an anti-inflammatory medication for Fido
but $20. 10 when bought by Fido's owner for asthna.

Di sparities appear to be "“deliberate pricing strategi es of the
drug manufacturers'' and cannot be attributed to drug production
costs or research and devel opment expenses, the report said.

The study said "~ “drug nanufacturers are engaged in systematic
price discrimnation that adversely affects nmillions of senior
citizens and ot her consumers who | ack prescription drug

cover age.

Del ahunt suggested fixes, including expanding state health

i nsurance prograns and establishing a Medicare prescription drug
benefit. President Cinton has proposed providi ng prescription
drug benefits to all Medicare recipients.

Art said the pharnmaceutical industry is "~“very nuch at the
table'' in the debate over prescription drugs, and it's now tine
for a " “serious policy debate instead of denonizing the
pharmaceutical industry to get votes.



