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California apparently did it first.

And now Connecticut state | awnakers are considering a bill -- no.
579 -- that would provide | owcost auto insurance to inner-city
residents who can't afford regular policies.

But there's a catch: The proposed urban policy will offer only

hal f the m ni mum coverage typically required for the average
driver.

Supporters of |ow cost auto insurance say the plan nakes sense
because it woul d reduce the nunber of uninsured drivers in
Connecticut cities.

“I'f (uninsured drivers) do hit sonebody, there's no coverage,"
State Rep. Art Feltman, the bill's co-sponsor, states sinply.

Extra Consuner Costs

But others warn that a | ow cost insurance plan nust not create
extra consumer costs. Such an insurance program they say, should
be sel f-sustaining and not foist higher prem ums on other
drivers. The Connecticut plan has a projected base pren um of
$450.

"If the premiumand that programis inadequate, and there are

| osses, that will have to cone from prem umthat other drivers
are paying," said Mchael Mran, spokesman for the American

I nsurance Associ ati on.

Warren Ruppar, executive vice president of the |Independent

I nsurance Agents of Connecticut, has simlar reservations about
the bill.

"Proponents of the bill suggest the amount of premiumthey will
col l ect under (the measure) will be enough to nake the product
available in three cities on a stand-alone basis ... we have not

seen credi ble nunbers that indicate that's a factual statenent.”
Legi sl ators including state Sen. John Fonfara and Fel t man
sponsored the bill, which has already passed through the

i nsurance, real estate and judiciary conmttees. The matter was
recently placed on the full Senate cal endar

Al most First

Lawrakers are considering action on the bill wthout any
functioning national precedent. It's nodeled on a California | aw
only in effect since January, and there hasn't been enough tine
yet to evaluate its success, said Susan Cogswell, chief of staff
of the Connecticut insurance departnent.

Residents in Hartford, New Haven and Bridgeport would be eligible
for the pilot program envisioned for a January |aunch and an
initial annual renewal of four years. According to Feltnan, a
singl e person would have to make $16, 480 or less to qualify. For
a famly of two, the nunber junps to $22,120. A famly of three
qualifies at $27,760. Qualifying residents couldn't make nore
than 200 percent of the federal poverty |evel.



The state's Assigned Ri sk Pool would administer the insurance
pl an, and any licensed producer certified by the ARP could sel
the product. The ARP is a state-regul ated agency that insures
drivers who can't get coverage fromthe private narketpl ace.

Current Proposa

Details of the | owcost coverage could change as the bill noves

t hrough the |l egislative process. But right now, the proposed |aw
woul d establish coverage of 10-20-5 -- $10,000 per person for
bodily injury or death, up to $20,000 to cover aggregate bodily
injury or death, and up to $5,000 for property damage. M ni mum
coverage in Connecticut is double those rates.

Among the bill's other provisions:

Eligible residents woul d pay $450 per year for the policy prior
to rate adjustnents. A 25 percent surcharge kicks in for single
men between 19 and 24.

Qualified custoners nust not have nobre than one accident over
the last three years that caused injury or death, or have a notor
vehicle violation in the same period.

A potential custonmer can apply for coverage through any
licensed certified pursuer and would be required to produce a
federal or state incone tax return or other documents that show
i ncorme.

The policy won't cover damage to the owner's vehicle or |osses
fromthe owner's personal injury or death. But other insurers
could cover the extra cost.

Supports Concept

Ruppar said the Il AC -- a trade association that represents 500

i ndependent agencies in the state -- supports the bill in spirit.
But the proposed law, he said, won't work in its current form
"W support the concept of bringing insurance to as nmany people

as possible, (but the) bill does not take care of the problem™
Ruppar sai d.

"It's an attenpt to build an insurance product with lowlinmts

(and) a fixed premium... in just three cities ... it's an arbitrary
fixed premiumnunber ... there's no actuarial science that says

this nunmber will work."

Ruppar adds that a customer with the proposed | ow cost policy
woul d place a regularly-insured driver at a disadvantage if both
ended up together in an auto accident.

Assuming the | owcost insured driver is at fault, the policy
woul d only cover $5,000 in property damage on the other car, far
| ess than what may be necessary. So the other driver would have
to cover the difference with the "underinsured portion" of his or
her policy.

"There's cost shifting right away," he said.

I nsurance associ ati ons and conpani es nay be concerned about the
bill's potential costs, but Feltman said the |law is necessary for
poor people struck by a recent state | aw that cracks down on

uni nsured notorists.

"W feel we should allow them an opportunity to buy insurance by
maki ng a cheaper product avail able," he said.

Fel t man added that residents with better and costlier insurance
won't be allowed to switch to the cheaper policy. And residents
who are eligible for the cheaper plan can't buy collision on top
of the base plan.



The state "will keep clains down and costs down by screeni ng who
is eligible," he said.

About 8 percent of Connecticut drivers are uninsured, according
to Departnent of Modtor Vehicle statistics. And just over 41
percent of those uninsured drivers would buy insurance if it were
af fordabl e, according to a 1999 study fromthe Insurance Research
Counci | .

Meanwhi | e, Connecticut |Insurance Conmm ssi oner Ceorge Reider, Jr.
is taking a neutral position on the proposed |law. He said his
office is providing legislators with statistics they need to
debate the bill's pluses and m nuses.

More Conpetition

At the same tinme, Reider said, Connecticut is already
experiencing nore conpetition between insurance conpanies who are
of fering a broader ranger of policies. Sone are beginning to
lower their rate in cities nore than in the suburbs.

"They are beginning to reach in," he said before speaking at a
recent industry luncheon in Hartford.

In a subsequent interview, Cogswell added that Reider is hoping
the conpetitive market will bring |ower costs to urban drivers.
And the conpetition has heated up recently. The state now has 163
conpanies licensed to wite auto insurance policies, 63 nore than
in 1994.

That sanme conpetition, Cogswell said, has hel ped reduce how many
peopl e needed coverage fromthe Assigned Ri sk Pool

The pool insured as many as 180, 000 vehicles in 1998, but the
nunber dropped to about 55,000 drivers five years ago. That

nunber is now down to 4,500, she said, adding that nmore companies
in the voluntary market are offering products to riskier drivers
who couldn't get autonpbile insurance in the past.

Law Enf or cenent
Rei der also cites greater |aw enforcenment and nore car safety
devi ces as reasons for the decline in insurance rates.

O course, it's still early in the process to determne if
there's enough support in the Legislature or with the governor's
office to pass the bill into | aw

But Feltman is hopeful. He points out that the bill passed the
Legi slature's I nsurance Conmittee, "which is an inportant first
step.”

| nsurance Ti mesS: Trust: A Sinking Ship?
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Nearly 20,000 policy holders junped ship over the two nonths

since receivership began, draining nore than $19 million in
prem ums. About 40 enpl oyees left, too, but those that remain
will get extra nmoney each nonth for staying on board.

Meanwhi | e, a buyer hasn't surfaced yet for the floundering Trust



I nsurance Co.- which is now entering its third nonth of

recei vershi p under Massachusetts I nsurance Conm ssioner Linda L
Rut har dt .

That's in part because the receivership is still trying to
determ ne the true financial shape of the Taunton, Mass. insurer
"There is significant uncertainty (regarding) both Trust's assets
and liabilities," according to the eight-page status report
witten by J. David Leslie, special assistant to the state
Attorney General's office, who is managi ng the receivership of

t he conpany.

These and other details are part the April 10 status report filed
with the Supreme Judicial Court, the first since Ruthardt took
temporary control of the conpany on Feb. 10. She'll try to find a
solution to Trust's financial crisis including the potentia
sel |l -of f of the conpany or its assets.

Since that tinme, the receivership has nade some progress.

Recei vershi p nanagers fired Trust Insurance Co. President, CEO
and founder Craig Bradley. They also let go Bradl ey's daughter
Andrea Brandeis, the senior vice president of administration and
her husband, David Brandeis, senior vice president of marketing
and comercial |ines underwiting.

Bradl ey Qusted

In Bradl ey's place: Paul Cantiani. The Trust G oup - the parent
conpany of Trust Insurance before the receivership - recently

el ected himits new president, CEO and chairman of the board.
Cantiani, a Wrcester insurance agent, is a conpany founder and
has served on the board, and won't draw a salary. The conpany's
vi ce presidents of claims and managenent information services

operations are also still with the company. (Bradley also renmins
on the Trust Group board.)
Even with the changes so far, the receivership will need nore

time to unravel Trust's financial problens to the point where it
can consider selling the conmpany or its pieces to other auto

i nsurers.

The receivership contacted the 20 | argest personal autonobile
insurers in Massachusetts and invited themto enter into
confidentiality agreements needed prior to negotiations to sel
the conpany or its assets. Qther organi zati ons have contacted the
recei vership, too, according to the status report.

But after two nonths, according to the report, "discussions have
not yet been conpleted with all parties who have signed
confidentiality agreements" before submitting proposals.

Several "entities" - conpanies and individuals - have signed
confidentiality agreenents, said Division of |Insurance spokesman
Chri st opher Goet cheus.

Runored to be anbng the interested parties: David Massad (who
want ed to purchase Trust for $20 million but pulled out),
American International Goup, Rutgers Property and Casualty, and
at |least one other financial group

Cantiani said he's not "privileged to whether or not they're

i nvol ved or not," but added he's submitted his own proposal to
"rehabilitate" the company that includes four interested

i nvestors. (See related story this page.)

Recei ver shi p Update
Here's a summary of the receivership update:



Trust had about 190, 000 autonobile and honmeowner policies with
$177 million in annual premuns as of Dec. 31. That nunber
dropped to 176,000 policies and $167.5 nmillion in premuns a
month later. By the end of March, Trust |ost 20,000 nore
aut onobi | e and honeowner policies and saw its annual prem uns
drop to $148 million. Those handling the receivership blame "the
gradual process whereby many of Trust's agents have been noving
their ... business to other carriers upon the annual renewal dates
of Trust's policies.” The | oss of business is also blaned on bad
publicity for Trust's 1998 operating | osses and its efforts to
find nore noney or a buyer. Receivership terns won't |et Trust
wite any new busi ness, but the conpany can continue wth
exi sting clients.

Trust's loss reserves were probably deficient by nore than
$13.5 mllion by Dec. 31, 1998, according to the status report,
and its prem umreceivabl es were overstated by as nuch as $7
mllion.

The recei vership has held several meetings with attorneys for
Fl eet Bank regarding the now defaulted $20 mllion loan it issued
to Trust, and neetings are continuing. The bank issued Trust the
loan in 1996 assum ng the insurance conpany naintained its
surplus above $26 million. The conpany's 1998 financial report
reported a $27.9 mllion surplus, but then revised the nunber to
$23.2 million - below the mnimum The |oan, industry observers
say, was to allow Bradley to expand his conmpany but al so nmintain
a healthy premi umto-surplus ratio.

Al'l permanent enpl oyees at Trust who stay on as of March will
receive a 3.5 percent "retention pay" per nonth for the rest of
2000, under a new Job Retention Program beginning in July.
Qualified enpl oyees nust stay at Trust until their jobs are
el i m nated, and nmust not be fired. Enployees have al so been
assured of a two-nonth notice before their jobs are cut. The
percentage will be figured based on individual salaries, and be
paid at intervals.

Comput er System

Trust's new "Trust Enterprise" conputer software may still have
a future. The conpany invested substantially in the new system
into which it converted its private passenger autonobile
i nsurance policies last fall and winter. The change created "a
significant policy processing backlog," according to the status
report, but it has "substantially been addressed."

The conpany has reduced some of its backl og of pending cl ains.
Trust had 25,000 pending claims as of January 31 under its
policies of insurance. That nunber dropped by about 500 a nonth
| ater.

| nsurance Ti meS: Merger Foes Ask Maine Blues To Accept Mass.

Assi stance But Maine Insurer Insists Anthem A Better Dea
April 25, 2000, Vol. XIX No. 9

S. PORTLAND (AP) - Opponents of the proposed nerger of Blue
Cross and Bl ue Shield of Maine with an Indiana i nsurance conpany

Bl ues



want Blue Cross officials to take a | ook at anot her potentia
partner.

About 35 protesters of the proposed sale to Anthem | nsurance
Cos., a for-profit conmpany, denonstrated outside Blue Cross
headquarters, where the conpany's 15-nmenber board was neeting.

Teachers' G oup

Leaders fromthe Maine Educati on Association, Blue Cross' |argest
customer group with 60,000 people including teachers and their
fam |y nmenbers, spoke with the board's vice chairman about Mine
Bl ue Cross staying a nonprofit by teaming up with the Blue Cross
plan in Massachusetts.

The union believes premiuns will rise and quality of care will go
down if Anthem a for-profit conmpany, is allowed to take over the
pl an.

Blue Cross Maine officials rejected a proposal fromthe
Massachusetts plan | ast year because it seemed to offer only a
short-termsolution to the insurer's long-termfinancial problem
t hey said.

Massachusetts Blue Cross's president suggested that the Mine
branch coul d remain i ndependent, with sone financial and
management hel p from Massachusetts, because of changi ng market
conditions in New Engl and' s nanaged-care industry.

Mass. Bl ues' Interest

“TQur interest renmains genuine and significant,'' said WIliam
Van Faasen, president and chief executive officer of
Massachusetts Blue Cross. “"If they want to | ook at an
alternative, we're ready to cone up and talk.'

Van Faasen sees strength in a regional alliance of New Engl and
Bl ue Cross plans.

Massachusetts Blue Cross has 2 mllion menbers, nmade about $61
mllion in net income |ast year and has annual revenues of nearly
$3 billion. The conpany has posted financial gains for nine of

t he past 10 years.

O fers of what ampunts to short-termloans to hel p Mai ne Bl ue
Cross boost its reserves have come fromthe Massachusetts pl an
and froma coalition of Blue Cross plans in Mnnesota, Florida
and M chi gan, Miine officials said.

Mai ne Blue Cross has lost tens of nmillions of dollars in the |ast
four years, largely because of its need to hold down prenmiuns to
conpete with national managed-care conpanies, according to
conpany officials.

But | eaders with Massachusetts and other Blue Cross plans believe
Mai ne' s plan could remain i ndependent and becone conpetitive
again with a short-termloan as the market fluctuates.

Mai ne Bl ue Cross board nenmbers di sagree and instead see a future
mar ket domi nated by big players with thick wallets. They also did
not |ike that the Massachusetts of fer gave Massachusetts plan
officials too nmuch say over Mine decisions. Anthenis offer is
nore attractive, they said.

"“The decision they made was the right one at the time,'' said
Karen Foster, a senior vice president at Blue Cross. "~ "And it
continues to be the right one.'

Needs Large Partner



After the neeting with the union, Foster stressed that the board
still believes the market will be domi nated by national players
and that Blue Cross needs to be part of a large, well-financed
conpany to conpete

Meanwhi l e, in Augusta at the close of public hearings into the
health insurers' merger proposal, Insurance Superintendent

Al essandro |uppa agreed that the value of Blue Cross and Bl ue
Shield of Maine has dropped to $81.7 million - far less than the
$120 mllion value originally placed on its sale.

The ruling on puts the price inline with earlier revisions in
Bl ue Cross and Blue Shield' s value. The value at the tine Anthem
I nsurance Cos. agreed to buy Maine's Blue Cross | ast year was
$120 million.

Ruling Wthin 30 Days

luppa's ruling canme as the insurance bureau's weekl ong technica
hearings on | egal evidence came to a conclusion. The bureau wl|
issue its ruling within 30 days.

Shoul d the deal receive final approval, the reduction in value
woul d have inplications for a trust that woul d be established.
Anthem a for-profit insurance conpany based in Indiana, nmust set
up the charitable trust to help the underinsured pay for health
i nsurance to nmake up for the |l oss of Blue Cross' nonprofit
st at us.

Early estimates pinned the trust at between $90 nmillion and $100
mllion, but |osses have reduced that anmpunt to about $81.7
mllion.

The val ue of Maine's Blue Cross has dropped because of its

| aggi ng performance. The insurer lost $17.3 million | ast year
and the poor performance over the past few years was the reason
Bl ue Cross sought to nerge with a well-funded conpany.

Opponents of the deal have argued that the | andscape has changed
with the withdrawal of the Tufts Health Plans from Mai ne and the
continuing troubles of Harvard Pilgrim Health Care.

Si nce January, Blue Cross and Blue Shield of Miine has added
70,000 custoners, bringing its base to 440,000 custoners.

The top |l eaders in the Maine House and Senate have declined to
interject thenselves into the process followed by the insurance
bureau. But some | awmrakers say the sal e denands attention

71 would like to prevent the sale. There's no doubt that the
apprai sed value of the business is up,'' said Rep. Edward Dugay,
D Cherryfield.

| nsurance Ti meS: Purchasing Goups Need Agents To Succeed, Report
Concl udes
April 25, 2000, Vol. XIX No. 9

Desi gners ignored the inportance of agent support

Organi zations designed to make it possible for small enployers to
get a better deal by collectively purchasing health insurance
coverage have experienced sone successes, but have not captured
enpl oyers' interest in a big way nor gai ned the nmarket share that
many had hoped they woul d.



A new report concludes that a | ack of support from health plans
and insurance agents has been anpong the npost inportant reasons
H PCs have not been able to become |arge enough to offer nore
favorabl e prices.

Expl ai ni ng these disappointing results is the purpose of a new
study conducted by the Econom c and Soci al Research Institute
(ESRI') under a grant from The Robert Wod Johnson Foundation's
Changes in Health Care Financing and Organization initiative.

I nsuf ficient Scale

The report, "Barriers to Small-Goup Purchasing," says that the
probl ens of health insurance purchasing cooperatives (H PCs) stem
mainly fromtheir inability to achieve sufficient scale. Because
H PCs have remmined relatively small, they have not achi eved
econom es of scale or gained the bargaining clout that would
allow themto offer |ower-priced coverage.

"Smal | enpl oyers are price sensitive, and unfortunately,

pur chasi ng cooperatives haven't been able to offer sufficient
cost savings to attract enployers in |large nunbers," says Elliot
W cks, senior fellow at ESRI and co-author of the study. In fact,
wi th one exception, even the nbst successful cooperatives account
for no nore than 5 percent of the potential narket.

The data for the report was gathered through a series of face-to-
face interviews with purchasing cooperative officials, health
pl an executives, state insurance regulators, and insurance agents
in six states. The purchasi ng cooperatives studied included
general |y successful efforts, such as the California H PC, as
wel | as |l ess successful initiatives, including the Texas
cooperative, which closed its doors last July.

Agent Support Critica

The report |abels a | ack of support from health plans and

i nsurance agents as anong the nost inportant reasons H PCs have
not flourished.

"It isn't possible to have a successful purchasi ng cooperative
wi t hout the participation of at |east one or two highly visible
health plans," says Jack Meyer, president of ESRI and co-aut hor
of the report. "Health plans haven't found participation very
profitable, and many haven't been enthusiastic about the head-to-
head conpetition that is inherent in selling through H PCs."

In addition, "The early H PCs thought they could assign agents a
| esser role or even do without thementirely," says Wcks. "But
they were mi staken. Few small enployers will purchase health

i nsurance wi thout the assistance and advi ce of insurance agents."
According to co-author Mark Hall of Wake Forest University,
cooperatives sonetinmes hurt thenselves by trying to give specia
attention to high-risk groups or very small groups. Focusing on
t hese hi gher-risk groups put themat a conpetitive di sadvant age
with respect to other insurers. "They failed to recognize that
they couldn't succeed if they adopted practices that were
dramatically different fromthose followed by insurers conpeting
in the conventional nmarket," Hall says.

Still Has Appea

The report notes that the H PC concept still has much appeal, as
evi denced by congressional support for structures like health
marts and association plans. The authors believe the idea stil



has merit. "There's nothing nmuch wong with H PCs that being

| arge wouldn't cure,” adds Wcks. "The problemis how to reach
that size threshold."

The report outlines policy options that could hel p cooperatives

reach critical-mass size -- including creating strong incentives
for enployers to use H PCs and providing i ncentives for health
plans to participate -- but notes that neither purchasing

cooperatives nor any other incremental public policy provides a
quick fix for the problenms of the uninsured. Cooperatives' nost

i mportant contribution nay be to make it possible for snal

enpl oyers to offer their enployees a choice of health plans.
Requests for "Barriers to Snmall -G oup Purchasing” can be sent to
LeAnne DeFrancesco at defrancesco@c.org, or by calling the
Econonmi ¢ and Soci al Research Institute at 202-833-8877, ext. 10.

| nsurance Ti NBS: New CEQ, Agent Cantiani, Among Bidders Hoping To Save
Si nki ng Trust
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Paul Cantiani -- the Trust Group's new president, CEO and
chairman of the board -- said he's subnmitted a plan to
Massachusetts | nsurance Conmi ssioner Linda Ruthardt that would
hopefully rescue the 11-year-old conpany.

Four investors are interested in backing the proposal, Canti ani
sai d, though he wouldn't nane who they are because of "delicate
negoti ati ons" still underway.

"They' ve | ooked at nmy proposal. They like it and they know the
nunbers | need," said Cantiani, 60, the owner of Paul Cantian

I nsurance in Wrcester and the East Dougl as | nsurance Agency in
East Douglas. Both are property and casualty agenci es.

Cantiani , speaking generally about his plan, said it involves
"options such as trying to find out revenue and expenses, and how
many agents are still (at Trust) and how many have left.

“I'f I can make the conpany whole | can get back some of those
agents," he said.

The proposal also includes up to 12 people who would act as a
managenment teamto advise the conmpany, Cantiani said. Some are
professionals in the industry and others are retired conpany
presidents. They'll help "with no conpensation expected."

Canti ani was anpobng several businessmen who hel ped found Trust in
1989 with Craig Bradl ey, his predecessor in the top Trust spot.
Canti ani al so served on the board of directors over the years
until the state receivership that took the struggling conmpany
renoved Bradley fromthe job two nmonths ago.

Several conpani es and individuals have reportedly expressed
interest in buying the conmpany or its pieces (see related story).
Cantiani said he presented his proposal to Ruthardt and her |ega
staff recently and he believes his plan has a chance for success.
"I believe that (Ruthardt) has given nme a period of tine to
pursue ... investors," he said.



Canti ani wants people to know that he's not being paid to be CEO
of Trust Group (the parent conpany of Trust Insurance Co. unti
Rut hardt placed it in receivership because of financial woes).
Rat her, Cantiani said he's focusing on trying to save the conpany
to preserve jobs of the renaining Trust enployees.

"I't is ny understanding that 60 to 65 percent are single
parents," he said. "My main thrust is to be able to save those

j obs.™

Canti ani added he's al so "very concerned about the hundreds of

t housands of policy holders of Trust" and the market disruption
it would cause for themand other agents if Trust fails.

Cantiani said Ruthardt has assured himthat "politics will not
enter into this" process, and hopes that continues to be the
case.

"She was clear to me that there is a need for a quality property
and casualty conpany in Massachusetts," he said.

For now, Cantiani said he continues to work with the Trust

recei vers and hopes the state will give his proposal a chance.
"The state really should want to save this conmpany," he said.
"“I"'mbanking on that and ... if | bring the proper people to the
table and the state is not willing ... then |l will go to ... whoever
| have to to find out why not."

| nsurance Ti meS: Mss. House Approved Di abetes Mandate
April 25, 2000, Vol. XIX No. 9

BOSTON - The House has approved a plan to require insurance
conpanies to pay for supplies, education and other preventive
care for diabetics.

The requirenent would apply to health insurance plans that are
al ready regul ated by the state, or about half of the state's
400, 000 di abetes sufferers, said Angus G MQil ken, chief of
staff for Sen. Cheryl Jacques, D Needham who sponsored the bill
The effects of diabetes can be | essened through preventive care,
such as maintaining a proper diet, nonitoring bl ood sugar |evels,
sai d Jacques, a nenber of the Board of Overseers for the Joslin
Di abetes dinic.

The bill, which passed the House, must be approved by the Senate
and CGov. Paul Cellucci in order to becone |aw.

| nsurance Ti meS: R Blues Subsidiary Fined For Backdating
April 25, 2000, Vol. XIX No. 9

PROVI DENCE - The Department of Health has fined a Blue Cross &
Bl ue Shield of Rhode Island subsidiary for violating state | aw by
backdati ng responses to custonmer conpl aints and appeal s.

The departnent began investigating BlueCH P after a tenporary
enpl oyee reported that the health nmmi ntenance organi zati on was
deliberately putting the wong dates on docunents, The Providence
Journal reported. By Rhode Island |law, health plans have to
respond to custonmers within a certain nunber of days.



Bl ueCH P has already paid the $10, 000 fi ne.

After the Departnent of Health investigation, Blue Cross
conducted its own internal audit of BlueCH P and fired an

enpl oyee, Blue Cross spokesman Scott Fraser said. ~~Qur own group
cane in and nade some changes in the departnent to ensure that
sonething like this is not going to happen again,'' Fraser said,
calling the backdating an "“isolated incident.'

But Bl ueCHi P's grievance and appeal s departnment has a history of
vi ol ati ons dating back to 1998, and it was because of the HMO s
““continued nonconpliance'' that the fine was inposed, according
to the Departrment of Health.

"“These problenms were taken very seriously,'' said BlueCH P
president Lynne Urbani, ~“and we took imedi ate steps to ensure
t hat each issue was appropriately addressed.’

| nsurance Ti NBS: NH To Hear 'Double Dip' Bill
April 25, 2000, Vol. XIX No. 9

CONCORD, N.H. - The New Hanpshire Senate Commttee on |nsurance
was schedul ed to consider a bill |ast week that woul d prevent

enpl oyees from col |l ecti ng both workers conpensation and their own
uni nsured notorist (UM coverage for the same claim

H B. 1241, which has already passed the House, was drafted to
correct a state Suprene Court ruling, Gorman v. National G ange,
whi ch allowed an enployee to collect both workers compensation
and U Mafter being injured in a truck on the job. The bill was
drafted by the National Association of |ndependent |nsurers
(NAIL).

"Unless it's corrected through | egislation, the Gornman ruling
could seriously disrupt New Hanpshire's auto insurance market by
forcing the UM U M systeminto something it wasn't designed to
be," said Gerald L. Zi mernman, associate counsel for the NAII

| nsurance Ti MBS: WR Berkley Envisions Future Wth Agents, H gh Tech And
Acadi a
April 25, 2000, Vol. XIX No. 9

by Penny W Ilians
| nsur anceTi nes

S. PORTLAND - Inmmgine a future where Agency Managenent Systemns
(AVB) and ot her insurance technol ogy vendors do not exist and
some insurers pay only 3.5 percent comi ssion

W R. Berkley envisions such a future, even as one of his own
conpani es struggles to stay alive in the present.

Ber kl ey, chief executive officer of the corporation that bears
his nane and that is parent to Maine's Acadia Insurance Co., had
a two-pronged nmessage for the Miine |Insurance Agents Association
(M AA) neeting here recently. He sought to reassure agents that
his conpany and Acadia are committed to the agency systemand to



success in New England and Mai ne, while al so enphasi zi ng how
technol ogy is quickly changing the industry.

Berkl ey' s speech came on the heels of across-the-board price

i ncreases averaging 10 percent and a reorganization at Acadi a

whi ch saw the conpany's foundi ng managenent team Richard Sawyer,
chairman, and Rick Cote, president, replaced on an interimbasis
by Robert Cole. The noves are part of Berkley's strategy to
return to profitability. For 1999, Berkley reported an operating
loss of $23.3 million and a net loss of $37.1 million-- financia
woes to which Acadi a contributed.

"W're not going away. We don't have plans of closing down
anything; we don't have plans to close Acadia down. One of the
mai n reasons for the changes we've nmade is because we have a
conmitment here and we think that conmitment will be even greater
because we see nuch greater opportunities as the nmarket tightens
and others withdraw," Berkley told Mine agents.

"We've invested $100 million and | ost half of that in the seven
years buil ding Acadia," he said. But Berkley insisted that Acadia
isinthe region for the long haul and is conmitted to the

i ndependent agency system

Sharing his take on the industry and its future, Berkley told the
group that success will be predi cated on agency and conpany
utilization of technology to elimnate redundancies and to reduce
cost.

"Technol ogy is where we have to go," the CEO decl ared.
"Technol ogy provides the data and the facts. It shows us the
nunbers that reflect what is going on in our business. These
things all require change on our part and on your part," he said.
He stressed that agencies and comnpani es rmust elimnate
duplication. It nmakes no sense for agents and conpanies to both
keep copies of the same files, he noted.

Agents shoul d have access to all the information their conpanies
have when they need and want it and custoners shoul d be kept
inforned on a real-tine basis of what is happening with a claim
or a policy, he maintained.

Al so, agents nust be enpowered to obtain actual quotes directly
fromtheir insurers' systens, a devel opnent which could render
agency systens |i ke AMS obsol ete, he added.

El i mi nati ng redundancies and cutting costs will have ot her
effects.

"I't neans nore uniformty of products. You're not going to have
quite so nmany tailor-nmade things and when you do get them they
wi Il be nore expensive because it requires nmore work," Berkley
mai nt ai ned.

Berkley also envisions a future with Internet insurance
conpani es doi ng everything electronically, using nothing but

i ndependent adjusters and having no | oss control. These conpani es
will offer 3.5 percent conmm ssion and have an expense ratio
estimated at no nore than 15 percent. "They are going to be able
to cut price and price at sone point neans sonething," Berkley
war ned.

A 15 percent expense ratio is half that of Acadia's, he noted.
"W don't have to have a 15 percent loss ratio, but we can't have
a 30-plus percent loss ratio," he said. "This vision isn't
tonmorrow, this vision is three years down the road. But it is
goi ng to happen."



| nsurance Ti MeS: Severance For Unum CEQ $20 MIlion In Cash
April 25, 2000, Vol. XIX No. 9

PORTLAND - James F. Or |11l will receive nore than $20 mllion
in cash under a termination agreement linked to his resignation
as chairman and chi ef executive of UnunProvident.

Or's severance package was detailed in a filing with the
Securities and Exchange Comm ssion. A company spokeswonan

def ended t he conpensati on package as standard, even as the
conpany is planning to cut thousands of jobs.

Or stepped down Nov. 1 after 13 years with Unum Corp., presiding
over its transformation froma mutual insurance conpany to a
Fortune 500 corporation that domi nated the disability nmarket.
Last year, he oversaw Unum s nerger with Provident Conpanies, of
Chatt anooga, Tenn. But in the nonths follow ng the nerger, the
conbi ned conpany's stock plunmeted in response to di sappointing
financial results.

The conpany estimates that it will have cut nore than 1,600 jobs,
ei ther through nerger-related |ayoffs or early retirenent
packages. The company enpl oys about 12,000 peopl e, including
about 3,400 in Mine.

In the SEC filing, UnunmProvident said Or would receive an
initial paynment of $6 million and four subsequent installments of
$750, 000 each by next April. The conmpany agreenent also called
for payment of an additional $11.44 nillion in cash to settle
Or's accrued retirenent benefits.

The Nov. 1 agreenent anended one that Or had signed only nonths
earlier for his role in hel ping merge Provident and Unum
UnunProvi dent spokeswonman Cat hari ne Hartnett said the conpany
consi ders the severance package given to Or as fairly standard
within the industry.

The conpensation package is ~“not unusual'' for the CEO of a
Fortune 500 conpany, said Joe Sabounghi, senior vice president of
Conpensati on Resource G oup, a New York-based consulting firm
"“The nunbers are big, but are they out of line? | don't think

so, Sabounghi sai d.

| nsurance Ti MBS: Ny Agent Groups Join In Brandi ng Canpai gn
April 25, 2000, Vol. XIX No. 9

New York's two competing agent associations, the Professiona

I nsurance Agents of New York and the | ndependent |nsurance Agents
Associ ati on of New York, recently announced they are joining
forces to develop a statew de brandi ng canpaign to pronote

awar eness of agents.

The two organi zati ons have hired The Tobol Group, a Port

Washi ngton, N.Y. advertising agency, to direct the program

In a joint statenent, PlIANY President Robert Franzese and || AANY
Presi dent Paul W Babbitt called the initiative an unprecedented



al liance between the two organi zati ons.

"The purpose of this branding programis to pronote the val ue of
al | independent and professional insurance agents in New York,"
their joint statenent stated. "As agents, we cannot afford to sit
on the sidelines and |l et others define us. The nenbers of both

Pl ANY and |1 AANY expect no |less fromthe associations that
represent them?"

They noted a recent survey by the |Independent |nsurance Agents of
America (see story page 3) that found consumers do not understand
what i ndependent agents bring to the insurance process.
"Custonmers want the kind of service our menbers offer. However,
we need to informthe public of the benefits they recei ve when
doi ng business with one of our agents," according to the New York
associ ations.

The announcenment of the joint branding initiative foll ows nonths
of negotiations between the tow groups. The two will be equa
contributors to the canpaign, which will also involve insurance
conpani es.

| nsurance Ti meS: PIA State Affiliates To Cooperate On Services
April 25, 2000, Vol. XIX No. 9

A group of state affiliates of the National Association of

Pr of essi onal | nsurance Agents has agreed to a system of greater
regi onal cooperation on programs and services.

PIA affiliates in Connecticut, Delaware, Indiana, Maryland, New
Jersey, New York, Chio and Pennsylvania are part of the

agr eenent .

"The nmodel of regional cooperation set by these affiliates is
supported and encouraged by the National Association of

Pr of essi onal | nsurance Agents," said Gary Eberhart, executive

vi ce president of PIA National

"Many of the PIAinitiatives that benefit agents in one state
will be just as valuable to agents in nearby states. The use of
strong regi onal agreements is one of the approaches that wll
make Pl A a stronger organi zations and their efforts will benefit
the entire PIA famly."

Al though a detailed plan will be released in the near future, the
groups in the agreement have al ready coll aborated on automation
consul ting, curriculum devel opnent and nenber publicati ons.

| nsurance Ti mMeS: Consuners Want 24/7 Service, Online Access And Agency
Standards, |1AA Survey Discovers But Agents Don't See Eye-To-Eye Wth Public
April 25, 2000, Vol. XIX No. 9

Ei ght y-seven percent of personal |ines buyers
want 24-hour custoner service fromtheir insurance provider, and



85 percent say having professional standards for agencies is

i mportant - yet a nere one-third of independent agents believe
these are vital to custoners.

Additionally, 59 percent of personal |ines consunmers want online
access to their account information.

These di screpanci es were anong a nunber of conpelling findings
froma recent branding study undertaken by the | ndependent

I nsurance Agents of Anerica (I1AA).

Basi s for Brandi ng Canpai gn
The study, conducted by Addison, a San Franci sco-based brandi ng
and comuni cations firm exanined a variety of issues that could
af fect independent agents' market share, including purchase and
service preferences, understanding of the independent agency
channel, and | ogo recognition. Mre than 600 personal and snal
conmer ci al consuners, agents, conmpany executives and industry
prof essionals were surveyed for the research. The study results
are being used as the basis for |1 AA's branding initiative.
"Creating a powerful independent agent brand that will resonate
with consunmers is a top priority for the association. This eye-
openi ng research provides us with significant data to build that
brand," said Alex Soto, CPCU ARM chairman of I1AA' s
Conmuni cati ons Conmittee, which is spearheading the initiative.
Among the other findings that highlight opportunities for agents
to better reach and respond to consuners:

I ndependent agents can effectively deliver on the top four
factors consumers named as inportant influences when buying
i nsurance-and often better than other channels. Consuners named
"conpetitive pricing,"

"advocacy in a clainms dispute," "custom zed policies" and "one
source for all insurance needs" as the four nobst inportant
factors when purchasing coverage. 1In fact, other distribution

channel s are not as capable of offering all these benefits as are
i ndependent agents.

I ndependent agents' personal |ines custonmers don't realize
their agent offers a choice of products. Only 8 percent
nentioned "choice" as a reason for using an independent agent.
However, when given a list of attributes to choose from 61
percent of all personal |ines consumers using all distribution
channel s said choice was inportant. The difference shows agents
are failing to communicate to their custoners that a major
advant age of using an i ndependent agent is that choice of
conpani es. This despite the fact that 40 percent of agents
surveyed t hought choice was a client priority.

Custoners don't want to buy insurance on the Internet, but they
do want to service their accounts online. Only 5 percent of
personal lines buyers would |like to purchase coverage on the Wb,
but 59 percent would Iike online access to their account
information. A mere 6 percent of independent agents thought
online access was a priority for custoners.

The Big "1" logo is valued by the industry, but not by
consuners. Wthin the industry, the Big "I" is very wel
recogni zed and | ooked upon favorably. But only one-in-five
consumers correctly recogni zed 11 AA's | ogo, conpared to 70
percent for State Farm More significantly, only 7 percent of
personal |ines consuners and 8 percent of small conmmercia
custoners said they would "definitely be encouraged to use an



agency" because it displayed the Big "I."

"The data indicate a need for education on two fronts," said Phi
Seefeld, a principal of Addison. "W nust tell agents what is

i mportant to the changi ng custoner base, and show consumers what
added val ue they get fromindependent agents."

Based on the research, I1AA nowis creating strategies to address
three issues: 1) enabling its agents to provide 24/7 and online
service to their custoners, 2) the viability of creating

prof essi onal standards for agencies, and 3) the devel opnment of a
marketing brand that will covey to consuners the benefits of
usi ng an i ndependent agent.

Recomendati ons for these strategies will be nmade to I AA's

Nati onal Board of State Directors in late April, imrediately
prior to the National Legislative Conference.

| nsurance Ti MBS: Mine Patients' Rights Bill Awaits Gov. King Signing
April 25, 2000, Vol. XIX No. 9

by
Francis X. Quinn
Associ ated Press

AUGUSTA - The Senate followed the | ead of the House of
Represent ati ves and endorsed a Denocrat-backed patients' bill of
rights neasure that has sparked sharp debate for nore than a
year.

The Senate tally was 21-12; the House vote was 87-60.

Under the provisions of the bill, patients could sue health

mai nt enance organi zations for as nmuch as $400, 000 i n danages over
wrongf ul denial of care.

External reviews would be available in cases of disputed HVO
deci sions. The neasure woul d set a three-year statute of
[imtations.

The House- and Senat e- backed neasure has rai sed expressions of
concern from Gov. Angus King, although aides stopped short of
saying he would veto it.

The governor and other critics, including some fromthe insurance
i ndustry, have warned that a right to sue and the |evel of
l[iability would raise health care coverage costs.

Senate President Mark Law ence took the floor to argue for
passage, saying that enacting the bill would be ~“reversing a
difficult trend ' in which consumers and doctors have been
““losing control of health care decisions.'

Law ence and ot her backers nmintain that the right to sue need
not produce nore | awsuits agai nst HMOs.

I nstead, Lawence said, it would ~“put the pressure on insurance
conpani es to sel f-manage t hensel ves.'

The Senate, voting 20-13, rejected a Republican-backed
alternative nore acceptable to King that woul d | ower the danages
cap to $150,000 and allow but further limt |awsuits.

The defeated competing nmeasure carries a one-year statute of
[imtations.

Two-third majorities in both the House and Senate woul d be



required to override a gubernatorial veto.

| nsurance Ti meS: Ny Coastal HO Markets |nproved Over Last Year,

Restrictions Remain Hurricane Deducti bles A Problem Agents Say
April 25, 2000, Vol. XIX No. 9

New York's coastal honeowners market appears to be

i mproving, judging fromthe results of a recent survey by the
Pr of essi onal | nsurance Agents of New York State Inc. (PlIANY).
New York insurance agents report that markets for honeowners

i nsurance in coastal areas are "nore open" rather than "less
open" conpared to | ast year

Pl ANY conducted its survey of agency nmenbers in seven counties
with coastal exposure. O the 114 agencies respondi ng, 38
percent said they wite "a lot" of coastal homeowners business,
defined as within two mles of the shore.

Witing Wth Restrictions

About half (58 percent) said there has been no change in

i nsurance conpanies' willingness to wite coastal honeowners
coverage, but 32 percent found their markets nmore open, while 19
percent said the markets are | ess open

Fewer than one in four (23 percent) had any companies witing the
coverage with little or no restrictions, however. "Requirenents
are very restrictive," explained one respondent.

Frequently cited were restrictions on homes cl osest to the water,
with 1,500 or 1,000 feet nmentioned as the di stance wi thin which
carriers are unwilling to wite.

Anot her restriction is the requirenent that policyhol ders accept
hurricane deductibles. Despite recent publicity about some
carriers filing to use nore |iberal deductibles, only 12 percent
of surveyed agents said that any of their conpani es had changed
their hurricane deductible provisions to favor the policyhol der
in the past year.

Agents' reactions to the deductibles were nmixed. "I think
deducti bl es for hurricanes are reasonable," conmented one, while
anot her called them "a necessary evil." Another agent said "the
use of wind/hurricane deductibles should have opened the narket
nore than it did."

Sone agents were concerned about confusion generated by
deducti bl es. "Mst insureds don't truly understand hurricane
deducti bl es and those who do resent it," one agent comented.
"Conpani es are not specifying when the deductible triggers,"
added anot her.

In response to a question about which conpani es are using
triggers geared to a Category Il hurricane vs. a Category I
hurricane, sone respondents al so appeared confused. "l urge
standardi zati on of the trigger, such as at |east Category I
maki ng landfall in the county of residence," one agent suggested.
"I feel there should be a standard deductible such as $2, 5000, "
sai d anot her.

O hers mai ntai ned that the prem um di scounts for the hurricane
deducti ble are insufficient, even "worthless," as one put it. "It

But



seens the discount offered is not consistent with the dimnution
of coverage," another commented. "Wnd deductibles of 3 to 5
percent can be a financial disaster in case of a |large dwelling
[imt," another agent noted.

"Where's the buy-back?" asked one respondent. "Cients should be
abl e to buy back a hurricane deductible," another agreed,

poi nting out one conpany which allows this for an additiona

premnm um

The survey al so asked how often agents need to use nonadnitted
conpani es or the New York Property Insurance Underwiting

Associ ation to get coverage in coastal areas. Mst agents do not
need to rely on these markets. One-fourth or 29 percent said they
"never" use nonadm tted compani es, while 37 percent never use the
NYPI UA. Si xty-four agents (56 percent) said they "sonetinmes" use
nonadnmitted markets, while 49 percent said they "someti nes" use
the NYPIUA. Only 15 percent said they "al ways" use nonadnmitted
mar ket s and 21 percent "always" or "often" use the NYPIUA
Conment s di scl osed plenty of disincentives to using nonadnitted
markets or the NYPIUA. One agent observed that nonadnitted
conpanies "fill a great need-- very hel pful” but others commented
on the usually higher prem uns, additional work, possible

excl usions, errors and om ssions exposure, and procedura

obst acl es invol ved when usi ng nonadmi tted conpani es.

Regardi ng the high risk insurers NYPIUA agents pointed to a
limted coverage, the need to get liability coverage el sewhere
("at a reasonable rate"), the extra work in coordinating the two
policies, the lack of binding authority, plus required

engi neering inspections, as reasons they avoi ded the NYPIUA if
possi bl e.

However, several agents conmented on the inportance of NYPIUA as
a market of last resort. "NYPIUA should be a permanent option and
it has becone very efficient,"” one agent wote. (PlIANY supports

| egi slati on to nake NYPI UA permanent. )

"The conments of our menbers selling homeowners policies in
coastal areas show that the narket may be inproving slightly and
t hat coverage can generally be found, though maybe not with ternms
and the price that agents and consuners mght prefer," conmented
Pl ANY President Robert Franzese.

Franzese said the survey results show a need for inproved

conmuni cati on by the industry.

"W believe conpani es and agents alike need to concentrate nore
on clear comunication about the carrier's deductible options and
terms, both with each other and with the policyhol der."

Franzese al so said Pl ANY hopes nore conpanies will nove to a
hi gher, Category |l deductible trigger and offer a buy-back
option.

"W believe that the actions of New York state have all owed
carriers to fine-tune their exposures to coastal |oss and we
encour age conpanies to | ook continually at the market
opportunities that New York's coastal areas have to offer."

| nsurance Ti meS: Mine Not In Great Health, luppa Tells Agents'
April 25, 2000, Vol. XIX No. 9

Meeti ng



by Penny WIlians
| nsur anceTi nes

S. PORTLAND - Miine's top insurance regulator can't discuss the
proposed merger of Maine Blue Cross with Anthem | nsurance Co.
because he is the hearing officer, but he can tal k about the
state's health insurance market in general

VWhat he says isn't very positive.

Group insurance rates have risen in the state by as nmuch as 30
percent and individual insurance rates, 100 percent, he noted in
a talk before the Maine Insurance Agents Association (M AA) at
the group's mid-year neeting.

Only one health plan in the state has shown a profit, albeit a
very nodest profit, over the last two years -- Central Mine
Partners. Tufts is gone. Harvard Pilgrimis still in
recei ver ship.

Two ot her plans in Miine, CignaHealthsource and Aetnal/ NYLCare,
are substantial conpani es but neither has nmade any noney, he
st at ed.

Bl ue Cross of Maine has seen its surplus drop from around $100
mllion to about $30 mllion in the last six years.

"None of these conpanies are tremendously strong, at least at the
local level, and there's a laundry list of reasons that have at

| east contributed to this," said |uppa.

"One reason is a |lack of conpetition," he nmintained. "W had
seven HMOs doi ng busi ness here. W don't have seven provider
networ ks up here. All or nmost of the providers contract with nore
than one of these plans. It is an economnic necessity.

"It is an emotional topic," he conceded.

luppa admitted that there is no safety net in place to prevent
the Maine health care narketplace fromending up in a situation
simlar to that of the workers conmpensation marketplace in the
1980s. "I am not sure what kind of safeguards we could put in

pl ace. W have a dwi ndling nunber of conpanies who are willing to
wite here in Miine."

And there's another reason

"The reality here in Maine," luppa told the group, "is that this
is not the healthiest population in the United States. The

| eadi ng causes of death in the state can be attributed in |arge
neasure to life style choices."

The HMO market remains a focus of his staff but |uppa maintains
t hat deregul ation of some rates and fornms is needed to make
regul ation nmore efficient.

If such |egislation doesn't conme from other sources soon, he
commented, "I may sponsor sonething nyself. 1'd rather have ny
staff spending nore tine in the field doing conpliance work than

dealing with the constant backlog of filing reviews," he said.
He predicted the state will soon have its own |law pernmitting the
formati on of mutual hol ding conpanies. The bill has passed both

t he House and Senate and is supported by Governor Angus King.

| nsurance Ti mes: Self funding 101



April 25, 2000, Vol. XIX No. 9

Everyt hing you need to know to sel

Sel f - Funded Group Pl ans Reserve space for a date in your area.
The first 100 registrants will receive a copy of the Duncanson &
Holt nanual entitled Stop Loss 101; an excell ent

ref erence manual for anyone experienced in self-funding or just

| ear ni ng the busi ness.

These sem nars are open to insurance brokers, agents or any staff
t hat needs to understand the concepts of self-funding group

nmedi cal benefits.

Space is limted so respond today!

Sout h Shore Sheraton Inn Pl ynouth

Pl ymout h, MA May 24, 2000 9: 00-
11: 30AM Weést of Boston Marriott Boston Newt on

Newt on, MA May 19, 2000 9: 00-
11: 30AM New Hanpshire Hi ghl ander | nn

Manchest er, NH May 17, 2000

9:00- 11:30 AM
Pl ease reserve your space by contacting us at
sal es@enefirst.com O call 781-837-4402 ext. 201

| nsurance Ti MBS: 11AA Urges Congress To Pass Homeowners Disaster
Protection
April 25, 2000, Vol. XIX No. 9

Agents mai ntain reinsurance neasure woul d reduce tax burden for
all Americans by naking insurance nore avail able in disaster-
prone areas WASHI NGTON. - The | ndependent |nsurance Agents of
America (11 AA) believes the homeowners insurance market wll
continue to have probl ens dealing with mega-catastrophes unl ess
t he reinsurance backstop provided in the Natural Disaster
Protection and Insurance Act (S. 1361) is enacted, |IlAA witness
Charlie Brown told a Senate Conmerce Conmittee hearing.

The panel was hearing testinony on S. 1361 from Il AA and ot her
private-sector organi zations. Introduced by Sen. Ted Stevens (R-
Al aska), the |egislation would boost honeowners' insurance
availability in regions susceptible to hurricanes and earthquakes
by providi ng nuch-needed rei nsurance protection, sold by the
Treasury Department to state disaster progranms and insurance
conpani es and rei nsurance conpani es, agai nst nmega-cat astrophes
that are expected to occur once every 100 years.

Beyond Capacity

"Insurers and reinsurers are well equi pped to handl e the normnal
types of losses-fires, theft and others-that occur everyday,"
sai d Brown, vice president of Baker Wl man Brown | nsurance in
Kennett, M. "But the financial |osses that a major earthquake or
hurricane can present to many regi ons of Anmerica are beyond the

i ndustry's capability to manage w t hout assistance."

Fol | owi ng Hurricane Andrew and the Northridge Earthquake,



i nsurance conpani es, reinsurance conpanies and insurance rating
agenci es exam ned the potential for large disaster |osses and the
i mpact these | osses could have on a conpany's ability to pay
clains. Faced with the probability for staggering |osses that
could drive nany out of business, insurance conpani es began
exiting the honmeowners markets in nmany states or significantly
limting the nunber of policies they have in effect in disaster-
prone conmunities. As a result, many honeowners are having a
difficult tinme finding affordable protection for their nost

i mportant asset-their hone.

Brown' s honmet own of Kennett is |ocated near the New Madrid fault,
whi ch runs through five states-Arkansas, |llinois, Kentucky,
Tennessee and M ssouri. Experts predict that a major event along
the fault would devastate St. Louis and Menphis.

"Even though Hurricane Andrew and the Northridge Earthquake did
not affect my area, attention has been focused on the potentia
for natural disasters there,"” explained Brown. "W have seen our
mar ket s for earthquake coverage on homeowners policies dw ndle at
an alarnmng rate. W have seen conpani es cancel their policies,

i nvoke noratoriuns on new polices with earthquake coverage,
change earthquake coverage to exclude all contents of a hone, and
i ncrease prem uns on either the earthquake coverage or the entire
honeowners premium a nove that forces nany homeowners to reduce
or cancel their insurance."

Aver age Honmeowners

Brown said that S. 1361 would hel p average Anericans afford
honeowners i nsurance protection that would pay for |osses caused
by a natural disaster.

"Sonme taxpayer groups have tried to paint S. 1361 as a bail out
for rich people who have been foolish to build expensive hones on
t he beach or on an earthquake fault line," testified Brown.
"Not hi ng can be farther fromthe truth. Mst of ny clients in
sout heast M ssouri live in nodest homes ranging from $50,000 to
$150, 000. These hones are not nmansions, but they are the nost

val uabl e asset that they possess."”

House Ver si on

The 11 AA representative also took on critics of S. 1361 and the
House's Honeowners | nsurance Availability Act (H R 21)).

Addr essi ng opponent's contention that there is adequate

rei nsurance for insurance conpanies, Brown said: "Wth all this

"sufficient' reinsurance, there are still many insurance
conpanies that will not wite homeowners insurance in southeast
M ssouri. Qther conpanies still have a noratoriumon witing new

honeowner s busi ness,"” he said. "And, we have nmany ot her conpanies
that have continued to take the approach of avoiding witing
honeowner s i nsurance by meking sure that their prem uns are too
hi gh. "

Maki ng the case for senators fromstates not susceptible to
natural disasters to support the Stevens bill, Brown said al
Ameri can taxpayers share in the cost of disaster relief.

"Any money that we can eventually save in future disaster relief
will reduce the tax burden of all taxpayers," said Brown. "The
best way for Congress to shift the burden of paying for disaster
relief to those who receive it is by nmaking sure that Americans
in disaster-prone states have the ability to purchase honmeowners



i nsurance and thereby prepay for the assistance they will receive
fromtheir insurance conpanies."

| nsurance Ti MeS: Gorman Branches Qut On His Om In NH
April 25, 2000, Vol. XIX No. 9

by Penny WIlians
| nsuranceTi nes

SOVERSWORTH, N.H. - After nearly 20 years in sales and managenent
with the well-known Dunlap Corp., and after contenplating agency
ownership for the | ast several years, Christopher CGorman has
purchased the Somersworth branch of |arge Dunlap Corp

He is now owner of the renanmed Gorman | nsurance & R sk Managenent
Servi ces.

The change in ownership of an agency frombeing a part of a large
corporation to being under |ocal ownership isn't always easy to
bring of f. The new owner must know what to keep and what to drop
fromthe previous operation

The agency has a total of seven enpl oyees. According to Gorman,
"Al'l the agency enpl oyees were offered enpl oynment with the new
agency along with two additional hires to handle the increased
service needs."

In addition to retaining enployees, the new old agency is
sticking with some other long-tine partners, too. "W have

mai nt ai ned relationships with virtually all of the same comnpanies
that we had through the Dunl ap agency," he said.

One Key Change

He's already nade one key change. Were much of the persona
lines service was performed out of state at the Dunlap Service
Center, CGorman has brought this servicing operation hone.
"Reactions fromour insureds have been very positive," he said.

"They are pleased to have the servicing of their personal lines
accounts retained locally."

The agency's business is roughly 45 percent commrercial |ines and
55 percent personal lines. Life, health and disability |ines of

busi ness are new to the operation but Gorman sees "great growth
opportunity there."

Gorman is a licensed consultant for risk management although
"right now pure risk managenment is not a significant part of our
operation."

Gorman is | ooking forward to putting his own particular stanp on
t he agency.

"I am | ooking forward to inplenenting ny own ideas and

phil osophies into the day-to-day operations," CGorman said. "Qur
conmitment is to educate our insureds, as well as neet their

i nsurance needs."



| nsurance Ti mesS: After 20 Years Meeting Region's P/C Agents On The Road,

Tobe Gerard Takes A New Turn Wth Her Om LTC Agency
April 25, 2000, Vol. XIX No. 9

by Mark Hol | mer
I nsuranceTi nes

Even a lunch-tine food tragedy couldn't keep Tobe Gerard from
sel li ng.

Years ago, as a representative of the old Professional |nsurance
Agents of New Engl and, she drove to Castleton, Vt. to visit
nmenber agents and stopped between appointnents to eat lunch in
her car.

In the rush, she accidentally dropped the neal in her |lap
soiling her only business suit. But Gerard found a quick solution
-- a dry cleaner who was willing to clean the suit as she waited
in the back room

An hour later, Cerard got dressed, paid the cleaners and
continued with her day.

"I just wal ked out of there | ooking brand new and went off to ny
next appointnment," said Gerard. "And then | stayed overni ght and
conpl eted (my) whol e next day" of business.

A former insurance librarian, Gerard has spent nore than 20 years
representing the Professional |nsurance Agents of New Engl and and
then the Massachusetts Association of I|nsurance Agents. She spent
ei ght hours a day in her car driving to make crucial face-to-face
visits with nenber agencies across the region, pronoting the
associ ati ons' products and servi ces.

And now Gerard, 46, is heading out on her own.

She's selling Long Term Care coverage from her new office
attached to her home. She pronotes the self-titled business with
the tag line, "lnsuring your golden years."

O course, Cerard, a married nother of a teenage daughter, stil
plans to drive regularly and visit potential clients. She's

al ready signed about a dozen so far, and the list is grow ng.

So why | eave a 20-year career with "a good incone, retirenent,
disability, health insurance and dental" to venture into a new
busi ness from scratch?

Gerard said her reasons are both personal and professional

The tine is right to start a business now, she said, because her
daughter (1l4-year-old Danielle) is older. Gerard also said she's
dealt with fam |y menbers and friends who have been financially
devast at ed because they paid for nursing care for a | oved one

wi t hout Long Term Care cover age.

In addition, Gerard said, Long Term Care coverage was one of 10
di fferent products she sold to nmenbers, "and it was the one
really, really liked

"I felt like I was hel ping people solve a problemwhen | sold
this product. It's a very inportant piece of the puzzle."

Gerard said her target base for clients are both baby booners
like herself, with children who are getting ready for coll ege,
and al so her peers' parents.

Adults in their 40s and 50s are potential custoners, she said,
because "it's the first tine since your children are born that
you can see the light at the end of the tunnel and you're
starting to think about retirement."



Their parents are also valid clients, she said, because of what
estate planners are telling them The elderly have "assets to

protect ... and if you buy Long Term Care insurance ... that at |east
of fers sone protection to the estate or inheritance," she said.

And both of those reasons nake it a great time to get into the

mar ket, Gerard said.

"We've got all the baby booners starting to turn 50 ... and many of
(them) are well-educated, intelligent, affluent and they are
willing to spend noney to take care of thenselves."

Gerard said those sane affluent baby booners are al so buying
coverage for their parents "because it is really protecting their
i nheritance."

Gerard has already gotten the word out about her new busi ness by
sendi ng out "hundreds" of post cards to MAI A nenbers she's worked
with.

"There are sonme agencies that just specialize in Long Term Care
their revenues are ... like, $5-$10 nmillion a year |I'mjust

ne.
She said she's gotten "tons of enthusiastic phone calls and
letters" in response, even though association nmenbers generally
sel|l property/casualty products.

The nmenbers, Cerard said, have told her they don't want to take
on Long Term Care coverage personally but ask "WIIl you do it for
me? M clients are asking for this.”

Gerard hopes to work with MAI A menbers and devel op a third of her
busi ness fromthose col | aborations. She's al so negotiating with a
| ocal bank to be its Long Term Care specialist - which covers
another third. Leads from general agents, she said, should cover
the rest.

Gerard said she'll mss her old colleagues at the MAIA but she's

| ooking forward to running her own business.

She's even getting good vibes fromher hairstylist.

"The guy who cuts my hair said 'whatever you think you' re going
to do, you'll do 20 percent nore,'" she said.

"And that's a good goal ."

| nsurance Ti meS: pinion Exchange: The Lack Of Public Awareness O The

Val ue O | ndependent Agents |Is Startling
April 25, 2000, Vol. XIX No. 9

Even nore di sconcerting is how out of sync with customers'
expect ati ons i ndependent agents appear to be.

The bad news is laid bare in a recent report fromthe |Independent
I nsurance Agents of Anerica. (See story on page 3.)

VWhat is perhaps npst astounding is the public's ignorance of the
rol e of independent agents. |Independent agents' personal |ines
custonmers, while citing choice as an inportant ingredient, don't
realize their independent agent offers a choice of products. Only
ei ght percent mentioned "choice" as a reason for using an

i ndependent agent.



Agents are failing to conmunicate to their custoners that a najor
advant age of using an i ndependent agent is a choice of conpanies.

The report shows that eighty-seven percent of personal |ines
buyers want 24-hour, 7 days-a-week custoner service fromtheir

i nsurance providers, yet a nere one-third of independent agents
believe this is vital to custoners.

Agents tend to downplay the conveni ence of Internet access to
account information for custoners. A nere six percent of agents
think this is a priority for their custoners. However, the survey
says that 59 percent would |ike online access to their account

i nf ormati on.

The study al so shows that the Big "I" logo -- the one chanpi oned
by Raynond "Perry Mason" Burr years ago -- is valued by the

i ndustry but not by consuners. Only one-in-five consuners
correctly recogni zed Il AA's | ogo, conpared to 70 percent for
State Farml s synbol .

More than 600 personal and snmall commercial consuners, agents,
conpany executives and industry professionals were surveyed for
t he research.

There is room for hope, of course. The fact that Il AA is sounding
the alarmis typical of the agency systemthat is constantly
striving to better itself and its service to insureds. |I1AA
intends to use the study as the basis for a nationw de branding

canpai gn.

Most encouraging is the realization that agents can effectively
deliver on the top four factors consunmers nanmed as i nportant

i nfl uences when buying insurance - and often better than other
channel s.

Consuners naned "conpetitive pricing," "advocacy in a clainms
di spute,"” "customni zed policies" and "one source for all insurance
needs" as the four npst inmportant factors when purchasing

cover age.

In fact, other distribution channels are not as capabl e of
offering all these benefits as are independent agents.

Based on its research, I1AA nowis creating strategies to address
three issues:

enabling its agents to provide 24/7 and online service to their
cust oner s,

the viability of creating professional standards for agencies,
and

t he devel opnent of a marketing brand that will convey to
consuners the benefits of using an i ndependent agent.

Recommendati ons for these strategies will be nmade to |1 AA' s
Nati onal Board of State Directors in late April.

Agents and agency conpani es should take this study and the || AA



brandi ng reconmendati ons to heart.

There may be no nore inportant work that agents and their conpany
partners can do for thenselves in the com ng nmonths than get
behind Il AA's brandi ng efforts.

There's a lot nore than a | ogo at stake.

| nsurance Ti meS: Consunmer Group Hits Low Funding OF Mass. Depart ment
April 25, 2000, Vol. XIX No. 9

by
Mar k Hol | ner
| nsuranceTi nes

BOSTON - The Massachusetts Division of Insurance budget relative
to other states ranks last in the nation, and its policing of
insurers for insolvency and fraud is also insufficient, according
to a consuner advocacy group study rel eased April 19.
"The Massachusetts insurance industry is enornmous and conpl ex,
yet oversight is treated as an afterthought,” said Nathanie
Orenstein, policy analyst for the Center for |Insurance Research
i n Canbri dge.
"Unl ess Massachusetts is brought into line with states with
simlar-sized insurance industries, consunmers will be vul nerable
to bankruptcies and unscrupul ous marketing and clains settl ement
practices.”
Di vi sion of Insurance Spokesman Chri st opher Goetcheus strongly
di sagreed with the group's assessnent.
"Any state agency woul d want greater resources," he said. "But we
like to think here we do a darn good job regulating the industry
and providing oversight with the resources we have. W think we
gi ve the taxpayers a good return on their dollar."
CGoet cheus added that the group drewits information fromthe
Nat i onal Association of |nsurance Conmi ssioners, through which
each state characterizes its market conduct actions differently.
States submit their data to the NAIC voluntarily.
The group cites Harvard PilgrimHealth Care's receivership as an
exanpl e of the division's shortfalls. The Center for Insurance
Research study concludes that Harvard Pilgrim s problenms "my
have been averted if the Division of |Insurance had adequate
funding and staffing to police the industry."
But all that's needed to prevent another Harvard Pil grim probl em
are "regulatory tools to police the HMO i ndustry" like the state
has with property/casualty and |ife insurance, Goetcheus said.
Legi sl ati on that woul d have addressed the probl em over the years
has repeatedly been voted down, he added.
Among the Center For Insurance Research report conclusions (based
on 1988 nunbers):

The Division of Insurance budget woul d have needed to be
tripled from$8.6 million to $27 mllion to put it on a |eve
wi th average insurance departnent budgets around the country. The
Center criticizes the state for only increasing the 2001 Divi sion



of Insurance budget by $500, 000.

Massachusetts filed 15 financial and conbinati on exam nati ons
in 1998. Oher states filed far nore. Delaware filed 44, Al abanma
filed 29 and Vernont filed 63. Forty-five states produced nore
exans, according to the Center for Insurance Research's
i nformation.

The Massachusetts Division of Insurance initiated 64 nmarket
conduct reports but only filed one with the National Association
of I nsurance Conmi ssioners in the |ast eight years. But initiated
exans aren't made public until they're filed. This ranks the
Division 47th in the nation for industry size.

The study recommends pl aci ng conpany financial and narket
conpl i ance exam nations, plus consumer conplaint information on
the Internet to make both regulators and the industry nore
accountable to the public.

CGoet cheus al so points out that the consunmer group's use of 1998
figures is somewhat m sl eading. Through 2000, the division

conpl eted nore than 90 exami nations of the state's donmestic

i nsurance conpani es to determ ne Y2K conpliance, he said. Each
coul d have been classified as a separate narket exam

The divi sion opened 286 enforcenent cases in 1999 and cl osed 287,
he sai d.

| nsurance Ti mesS: Trust Pushes For Independent Officer In CAR Formula
Di sput e
April 25, 2000, Vol. XIX No. 9

by Mark Hol | mer
| nsuranceTi nes

BOSTON - An attorney with Trust Insurance Co. wants the state to
appoi nt an i ndependent hearing officer to consider the struggling
conpany's continued challenge to a CAR residual nmarket

rei mbursenent fornul a.

Andr ea Peraner-Sweet argued during an April 18 hearing that the
Di vi sion of Insurance should renpve itself conpletely from
hearing Trust's eight-year old case, because of potentia

conflict of interest.

I nsurance Conm ssi oner Linda Ruthardt has already recused herself
fromdeciding the issue, to avoid perceptions of conflict of
interest after placing Trust under temporary receivership a few
nmont hs ago, because of the conmpany's financial problenms. Julie
Bowl er, the first deputy Conm ssioner of Insurance, is now
handling Trust's eight-year |egal battle against CAR - the
state's high-risk auto insurer

Per aner - Sneet expl ai ned during the hearing that Trust's | atest
nmotion calls for the "disqualification ... of any and all agents
concerned with Trust because of the receivership issue.

"Not only does the conflict exist to the Conm ssioner herself but
her officers in these proceedings," she said. "W need to guard
agai nst the slightest hint of inpropriety."

Trust is fighting the formula that CAR uses to redistribute noney
auto insurers pay when they |eave the state. Trust argued in 1992



that the formula is unfair and arbitrary, but CAR voted to not
change the distribution, and then Trust went to court. A
Massachusetts Court of Appeals ruled recently in Trust's favor,
asking that the comm ssioner take steps to address Trust's case.
But the judge stopped short of deciding howto create a fairer

di sbur sement et hod.

The 1992 departure of Aetna Insurance fromthe state sparked the
ongoi ng case.

According to the CAR fornula, the conpany paid $88 mllion to
cover its future CAR obligations. Trust expected to receive
nearly $25 million, but actually got $3 nmillion or 3.4 percent
even though the conpany assuned about 20 percent of Aetna's

busi ness. By contrast, Liberty Mitual received 10 percent of the
$88 million but didn't assune any of Aetna's old Massachusetts
busi ness.

The next date in the ongoing case is April 28. That's the new
deadl ine for both sides to file respective responses, and CAR
attorneys will also submt what information they can give Trust.
Trust also filed notions to allow for discovery, or the gathering
of information about CAR rei nbursenents. Trust is also seeking to
switch the proceedings froma regulatory nature to a judicia
one, so it can gather "evidence" on reinbursenent details to
determine a nore fair way to conduct themin the future.

CAR attorney Mark Matuschak said the Division of Insurance has
al ready addressed conflict-of-interest issues by placing Bow er
in charge of the proceedings. He also said Trust mssed its
opportunity a long tinme ago to change the proceedi ngs from

regul atory to judicial.

"It's alittle late now," he said. p

CAR del ays relief

for 2 insurers

BOSTON - Two conpani es seeking relief from oversubscribed CAR
busi ness will have to wait.

Conmonweal t h Aut onpbil e Reinsurers - the state's high-risk auto

insurer -- referred petitions from Am ca Mutual Insurance Co.
and the M ddl esex Insurance Co. to its actuarial conmttee on
April 12.

Conpanies are allowed to petition for relief of CAR business if
they are continuously oversubscribed by nore than 125 percent of
t heir "ought-to-have" assigned business for a year

Am ca has been oversubscribed by nore than 125 percent (and over
1, 000 exposures) for about four years, according to a letter to
the CAR board from Ronal d Rai ner, the conpany's senior assistant
vi ce president.

M ddl esex was oversubscri bed by 6,044 exposures as of February
23, according to a nmeno fromthat conpany submitted to CAR
Attorney Peter Robertson, who represents Ami ca, said the CAR
governing conmittee has granted relief to conpani es nore quickly
in the past.

"We're not happy it's been slowed down and it's not the way in
whi ch the nobst recent ones of these petitions has been handl ed, "
he sai d.

Attorneys for M ddl esex could not be reached. p

CAR npves to | owner
conpany quota



BOSTON - I nsurance conpanies will qualify for CAR obligations in
Massachusetts with only half as nmany exposures if a proposed
change in rules gains state approval.

The Conmonweal t h Aut omobil e Rei nsurers (CAR) governing committee
voted on April 12 to recommend changi ng the nunber of m ni num
exposures from 10,000 to 5,000. CAR initially proposed reducing
t he nunber to 3,000 but nudged the nunmber up in a conpronise
neasur e.

I nsurance conpanies in the state nmust take on CAR obligations
after their exposures reach that nunmber. CAR is the state's high-
ri sk auto insurer.

The change will theoretically spread out CAR obligations nore
evenly to conpanies, particularly those who cone in from out of
state that traditionally haven't had to neet the CAR burden
because they're under 10,000 exposures.

Farm Fam |y Casualty Insurance Co. challenged the 3,000 neasure
because it woul d have been adversely affected by the proposal
said attorney Peter Robertson, who represented the conpany at the
CAR heari ng.

Farm Fam |y has about 3,000 exposures in Massachusetts, Robertson
sai d, but the conpany could have theoretically had to deal with a
CAR service obligation as high as 25,000 exposures.

"The 1 oss on that business would drive Farm Fanily out of the
state. It would overwhel mthemfinancially," Robertson said.

I nsurance Conmi ssioner Linda L. Ruthardt has 30 days to either
approve or reject the recommended change.

| nsurance Ti meS: china, India Among Big Emerging Markets For

Says Conn.'S Rei der
April 25, 2000, Vol. XIX No. 9

by Mark Hol | mer
| nsuranceTi nes

HARTFORD - Wondering where the next big market for insurance
providers is? Try India and China, according to Connecti cut

I nsurance Conm ssi oner Ceorge Reider Jr.

"A tremendous market is going to be there," he said.

Rei der spoke about energing markets and the future of the

i nsurance industry on April 12, during the Honorable O der of the

Bl ue Goose Annual | nsurance Conm ssioner's Luncheon -- held at
the U S.S. Chowder Pot |V restaurant in Hartford.
Both countries , he noted, have over a billion untapped custoners

each. Reider said American insurance conpani es shoul d take
speci al note of the opportunities for growh in both places.

Rei der nentioned India and China as two exanpl es of the grow ng
gl obal nmarketplace that's benefiting Anerican businesses at |arge
as well as the insurance industry.

He told an audi ence of about 110 industry insiders that Anerican
conpani es are dealing in Germany, Ml aysia, and China and

i nternational conpanies are increasing their presence here, too.
Even locally, the Internet and other technol ogi cal advances have
changed how i nsurance conpani es conduct their business, he said.

I nsurers,



Conpani es shoul d work hard, he added, to keep up

"W have to be sure we stay in touch with technology ...," he said
Rei der al so pointed to new federal legislation that elin nates

the barriers between the banking, insurance and securities

busi nesses as another factor that will revol utionize insurance.
The | aw may make t he busi ness nore dynamic, he said, but he urged
caution as conpanies begin to enter each other's businesses.

"It should be done in a way that does not take away from state
regul ation," he said.

"The state regul ation of insurance has worked pretty well."

| nsurance Ti MeS: State Farm Goes National Wth Bank
April 25, 2000, Vol. XIX No. 9

After testing the services on its enployees and on customers in two states for
al nost a year, State Farm | nsurance Conpani es has decided to go
national with its new, nostly el ectronic bank

Bl oom ngton, Illinois-based State Farm the biggest autonobile,
property and casualty insurance conpany in the United States,
plans to combine Internet, autonated teller and tel ephone
transactions with help fromits 16, 000-plus insurance agents to
run the State Farm Bank.

" Custoners can access the account on the Internet, so there is
interest fromclients that are confortable with the conveni ence
of that technol ogy, but on the flip side, we have our agents for
the custoners who are nore confortable dealing with someone they
know one-on-one,'' said John Sullivan, one of the conpany's
agents in Chanpai gn whose staff has been trained to deliver the
new servi ces.

Inits trial run, State Farm opened about 6,000 deposit accounts
and got another 4,000 | oan customers, Stan Omen, the bank
president and chi ef executive officer, said. The bank had $53
mllion in deposits and $151 mllion in total assets as of Dec.
31.

The conpany is training agents a few states at a tine to offer

t he banki ng services, but electronic services will be now
avai | abl e nati onwi de. Anyone can open accounts, Vview statenents,
transfer noney and pay bills fromthe web site at

wwv. statefarm com O her services will handl ed through agents, a
call center (1-877-734-2265) and traditional mail.
Asked how many banking customers State Farmprojects it will get,

Omen said he woul d be guessing.
"“No one has ever tried to do a bank |ike we've done this one,"’
Omen said. "W are really just going into this venture with our

eyes wide open. Qur limted experience in Illinois and M ssour
isn't enough to tell ne what we are going to do down the road
someday. '

State Farm got federal approval to open a savings and |oan from
the Ofice of Thrift Supervision in Novenber 1998, and began

of fering services in Illinois and M ssouri the next spring.

The O fice of Thrift Supervision reports it has approved about 30
bank charters for insurance firns since fall 1997.

Omen sees State Farnis nanme and national presence giving it an



edge against other Internet banks, regardl ess of ownership

"W already do a |l ot of business with the folks in those
comunities,'' he said. "~ The custoners already know our agents.
The fact that we've got 16,000 insurance agents scattered

across the United States, that is something the Internet-only

pl ayers don't have. AAIS devel ops new personal unbrella

A new personal unbrella policy devel oped by the Anerican

Associ ation of Insurance Services (AAIS) will give insurers a
standard form for addi ng excess liability coverage beyond the
[imts in an account's auto, homeowners, and ot her underlying
policies. The AAIS personal unbrella will also provide "drop
down" coverage above a "retained limt" (deductible) for
liability for personal injury, such as |ibel, slander, or

i nvasi on of privacy.

"Personal unbrellas are beconm ng a standard conponent of a
personal |ines account," says Ed Budd, AAIS nanager of research
and devel oprment for personal lines. "The growh in unbrella
coverage reflects a growi ng concern anong fanilies that they my
become the target of a lawsuit It also reflects the grow ng val ue
of assets they have to protect.” Budd is the principal devel oper
of the new unbrella program which consists of a base form and
endor senents, plus advisory nanual rules and | oss costs.

The unbrella pays damages in excess of the specified lints of
t he underlying policies, plus defense costs. If an insured fails
to maintain any policy at the proper limt, he or she will have a
coverage gap for the difference between the required linmt and
the actual limt.

The unbrella excludes coverage arising fromthe business
activities of an insured, except for incidental rental exposures
covered under a standard unendorsed honeowners policy, and for
busi ness use of a vehicle covered under a standard personal auto
policy. Personal unbrella coverage can, however, be extended to
busi ness activities using the "business activities" endorsemnent
filed with the program

| nsurance Ti MeS: Reliance Launches Online BOP
April 25, 2000, Vol. XIX No. 9

Rel i ance Group Holdings, Inc. is expanding its portfolio of e-
conmer ce i nsurance coverages with the introducti on of eBOP
(http://ww. reliance-ebop.con) - a new product that enables

i nsurance agents to obtain price quotes and bind comercia
property and liability coverage online in a matter of m nutes.
Reliance's eBOP is a Business Ower's Policy tailored for snal
busi nesses.

eBOP, along with Reliance's other online products, Unrbrella
Online and CyberConmp will be marketed through Point, Cick &
Bind, Inc., a new Reliance conpany focused on e-comrerce

i nsurance busi ness.

Li ke Cyber Comp and Unbrella Online, the eBOP system consists of
an online application containing a brief set of questions that
agents conplete for their clients. Once an agent inputs the data
into the password-protected web site, a conputer program



det ermi nes whet her the el ectronic subm ssion neets Reliance's
underwriting criteria. If the custonmer qualifies for coverage, a
price quote is generated, and the agent can bind coverage and

sel ect a paynment plan with a few sinple keystrokes. The entire
transaction typically takes | ess than seven minutes online.

The eBOP product is designed for retailers and service busi nesses
with up to $5 mllion in gross revenues; wholesalers with up to
$7 mllion in gross revenues; fast food establishments with up to
$3 mllion in gross revenues; artisan contractors with up to $2
mllion in gross revenues; and building owers with property
valued up to $5 mllion

For additional information, agents should call 914-949-9611

| nsurance Ti mes: Atlantic Mitual Offers Joint Education Policy
April 25, 2000, Vol. XIX No. 9

Atlantic Miutual and United Educators Insurance Ri sk Retention
Group have partnered to offer a new package for universities,
col I eges and i ndependent schools called @antage for Education
The portfolio conbines United's liability products with
Atlantic's property, autonobile and workers conpensation into one
program

The new programis being initially offered through Atlantic
Mut ual agents in New Engl and, New York, New Jersey and

Pennsyl vani a.

United Educators is owned by nore than 1,000 educationa
institutions.

| nsurance Ti MBS: SIAA Plans Identity Program To Pronote Network
April 25, 2000, Vol. XIX No. 9

The nation's |argest networks of independent insurance agents,

t he New Hanpshire-based Strategi c | ndependent Agents Alliance
(SIAA), is rolling out a new identity program ai med at devel opi ng
consumer loyalty to its menmber agenci es.

Among the programis features is a new website,

www. i nsur ancedeal s4u. com which permts consuners and snal

busi nesses to easily |l ocate their nearest SIAA nmenber agency and
use an online formto request quotes on auto, honeowners, flood,
life, health and other |ines of insurance.

SI AA has al so introduced a new Advantage Card, which provide

enmer gency service assistance to insureds 24 hours a day.

At its recent neeting, SIAA distributed nore than $300,000 in
overrides frominsurance conpani es to nenber agencies.

SI AA currently represents nmore than $1.1 billion in network
prem um volume. It currently enconpasses | arge master agencies in
12 territories in 44 states. Satellite Agency Network G oup

Inc. (SAN Group) is the New Engl and and eastern New York menber
of Sl AA



| nsurance Ti meS: 11AA's Yates Urges Maine Agents To Uphol d Mar ket

Direct Response Firms WIIl Spend MIlions On Advertising
April 25, 2000, Vol. XIX No. 9

by
Penny WI i ams
| nsur anceTi nes

S. PORTLAND - Maine independent agents enjoy one of the highest
mar ket penetrations in the country but even they can't be

conpl acent in the face of today's conpetition, warned an
executive fromthe nation's | argest independent agents

associ ation, the Independent |nsurance Agents of America (II1AA).
Jeffrey Yates, |IAA executive director, told the Miine |Insurance
Agent Association (MAA) that there are challenges to the

i ndependent agency system but by and | arge "nobst of the issues
are in the independent agent's control."

Must Be Fl exible

Yates told agents he sees a world of opportunities just waiting
for independent agents but only if they are willing to adapt and
be fl exible.

Mai ne i ndependent agents in particular have every reason to be
optim stic about their future, according to Yates.

"You have the second hi ghest personal |ines and comercial |ines
mar ket share in the country," Yates told Mine agents, citing
figures showi ng that Mine independent agents hold 61 percent
mar ket share in personal lines - 27 percent better than the
countrywi de average. Direct response companies only have a 4.6
percent market share in Maine - 2.7 percent bel ow the countryw de
average. Direct response conpani es nationw de have | ess than 10
percent market share. In commercial |ines, Mine independent
agents have an 84 percent market share, some nine percent better
than the countryw de average.

But he urged Mine agents not to relax in the face of direct

witers' willingness to spend nmillions of dollars in advertising
to consumers. "The direct response conpanies will try to change
that paradigm They will try to show consumers how a policy can

be sold w thout an agent."

Focus on Personal Lines

"You can beat the conpetition," Yates told the group. "That is,
if you focus on personal l|ines and grow your business and not
treat it as an acconmpdation.”

Yates |ist of challenges include: the need to continuously grow
and i nprove an agent's business by being flexible and willing to
adapt and take advantage of change; the need for a greater

di versity of products and services to offer their customers; the
need to devel op a brand; and the chall enge of adopting and
utilizing technology to i nprove and increase one's business.

Yat es described various |1 AA managenent and educational services
t hat can hel p agencies, including assistance with their agency's
t echnol ogy needs.

"The cost of keeping up with technology is high," Yates observed.
"But the cost of not doing it is even higher. You should get

Shar e



every agency enployee wired for the Internet and e-nail
"Technology's promise is to nake the | ndependent Agency System as
cost effective as any distribution systemout there," said Yates.
"But we need to nove i ndependent agency web pages from brochure-
wear to transactional pages. Mking use of the Internet standards
will allow agents and conpanies to freely nove information up or
down, inputting it just once. "

Recent |1 AA research shows that branding is nore inmportant to
consumers than to agents, a matter of concern to Il AA | eaders who
are enbarking on a canpaign to inmprove the brandi ng of the

i ndependent agent in the marketplace, Yates reported. The |IAA
branding initiative is the core of the association's nationa
conmuni cati on programin partnership with a dozen insurance
conpani es: Atlantic Miutual, CGQU, Chubb, CNA Conmercial, CNA
Personal, Fireman's Fund, The Hartford, MetLife Auto & Home,

Nati onal Grange, Progressive, Safeco and St. Paul

| nsurance Ti meS: Small Business Said To Favor Conmercial Deregul ation</
headl i ne>
April 25, 2000, Vol. XIX No. 9

MALVERN, Pa. - The majority of firms with sal es between $5
mllion and $100 mllion that responded to the Insurance Research
Council's (I RC) recent business survey believe they could
negotiate a |l ower premum for their comercial insurance under
conpetition than under state regul ation. The survey of nore than
1, 200 conpani es found that 61 percent of respondents believe they
woul d be able to negotiate a better premium wth 15 percent
saying they definitely would and 46 percent saying they probably
woul d.

Have Expertise

In addition, nost firns surveyed feel they have the expertise to
operate in an environment with | ess regul atory oversi ght of

i nsurance policy forns. Nearly 9 in 10 (88 percent) of these
firms are confident they can understand the insurance-rel ated

ri sks they face and can judge whether they have sufficient

cover age.

The survey respondents believe, overwhel mingly, there should be
no restrictions on which businesses are allowed to participate in
deregul ated i nsurance markets. Only 10 percent of the firns agree
that there should be some restrictions based either on size or on
the use of a professional risk manager. Only five percent of
respondi ng conpani es naintain that there should be a mninum size
requi renent.

The majority of the conpani es surveyed (53 percent) believe they
will receive nore custom zed insurance rates and coverage in a
deregul ated environment. Only 15 percent think they will get nore
custom zed insurance in an environment where insurance rates and
forms are regul at ed.

"These businesses are confident in their ability to understand
their insurance needs and negotiate price," according to

El i zabeth A. Sprinkel, senior vice president who heads the IRC



"They do not want restrictions placed on deregul ati ng comerci a

i nsurance. Conpani es believe the NAIC s proposed restrictions are
set far too high, and that perhaps m nimum participation |evels
shoul d not be set at all."

The results contained in the IRC s recently rel eased report,

Busi ness Attitude Mnitor 2000, are based on a survey conducted
by Roper Starch Worl dwi de. The survey consisted of 1,206

tel ephone interviews with individuals nost familiar with their
conpani es' purchase of commercial insurance. In addition to
deregul ati on i ssues, the survey addressed conpani es' satisfaction
with comercial insurers.

Visit the IRC web site at http://ww.ircweb.org for nore

i nf ormati on.

| nsurance Ti NBS: Lloyd' s Fortunes Rise And Fal|l But I ndustry I nterest

Remai ns Hi gh
April 25, 2000, Vol. XIX No. 9

Study uncovers trend of insurer-backed Lloyd' s agencies

Four years after Lloyd' s conpleted its reconstruction

and renewal, interest ampng insurance conpanies in Lloyd s
remains high, in spite of its growi ng | osses.

A new study by Hartford-based Conning & Co., updating a 1996
Conni ng study, predicts that Lloyd's will continue to face

i ncreasi ng pressures and chal | enges.

New Trend: Lloyd's Agencies

In spite of Lloyd's earnings volatility and dinnishing investor
interest, a newtrend seenms to be emerging: insurer-backed

Ll oyd' s agencies. A number of major insurers continue to be
interested in participating in the Lloyd s market, many by
establ i shing their own managi ng agenci es.

Much of this interest is generated by Lloyd' s strengths:

excell ent financial ratings, world-wi de |licenses, a recognized
brand i mage, access to business and a shared service
infrastructure. The Lloyd's image is bolstered by a centuries-old
tradition of flexible and innovative underwiting and the nany
long-termrelationships that its underwiters have mai ntained
with insurers and customers throughout the world.

Underwriting Cycle

In spite of these strengths, Lloyd' s continues to face serious
chal | enges. The "annual venture" causes Lloyd's results to be

al nost exclusively reliant on underwiting profit and, thus, the
underwriting cycle. Wth rmuch of its business concentrated in
"nonstandard" lines, like marine, aviation, satellite, etc.
Lloyd's results are volatile. A high overall expense ratio and
particularly high expenditures for reinsurance put additiona
pressure on Lloyd's underwiting results. Finally, Lloyd' s
continues to be plagued by restrictive and expensive distribution
processes.

Conning's study discusses the ways in which Lloyd' s is dealing



with its problenms and the possibilities for its returnto
profitability. Lloyd' s of London: An Update is avail able by
calling toll free (888) 707-1177 or (860) 520-1521 or at its web
site at www. conni ng. com

| nsurance Ti MBS: Questions For Agents
April 25, 2000, Vol. XIX No. 9

Il AA Executive Director Jeff Yates left Maine agents with a
list of questions he said agents shoul d be asking of thensel ves:

Are we responding to the changi ng needs and desires of the
consuner ?

Have we enbraced the technology that is available to us?

Do we know what business we're in? Are we selling insurance to
buyers or hel ping them nanage their risk?

Are we prepared for the new conpetitors (not the direct
response compani es but the new up and coming | nternet companies)
who ... will enbrace technology, will operate efficiently and
will respond to the needs of the consuner?

Are we asking and expecting nore from oursel ves and our
busi ness partners?

Are we actively aggressively finding ways to elimnate
i nefficiencies, duplications and waste? and,

Do we know strategically where we can best position ourselves
for the future?

| nsurance Ti NMBS: Ny Is 29th State To Join NAIC Agent Database
April 25, 2000, Vol. XIX No. 9

The New York Departnent of Insurance is the 29th state to join
the I nsurance Regulatory Infornation Network's (I RIN) Producer
Dat abase (PDB)

The Producer Database is one of the key components of the NAIC s
t echnol ogy-based initiatives collectively known as State
Regul ati on 2000. Wth the addition of New York to PDB

i nfornmati on on 100, 000 additional producers will be available

i medi atel y.

"This is a crucial step in making the Producer Database an

i nproved tool for state regulators. The financial services
industry is changing rapidly, and state regul ators nmust continue
adapting to neet the denands of that market," New York State

I nsurance Superintendent Neil Levin said. "W must work
diligently to achieve a seam ess national producer |icensing
structure.”

The PDB is an el ectroni c database consisting of information
relating to insurance agents and brokers. The PDB I|inks
participating state regulatory |licensing systens into one conmon
system establishing a repository of producer information.
Information nmaintained in the database is updated daily by



participating state insurance departnents and includes genera
denographic information relating to all producers such as nane,

soci al security nunmber, address(es) and phone nunber(s), license
i nformati on such as states licensed, |icense nunbers, authorized
lines, license status, and conpany appoi ntrment/term nation

i nformation.

QO her states currently participating in PDB are: Arizona,
Arkansas, California, Colorado, Connecticut, Florida, |daho,
[Ilinois, Indiana, |owa, Kansas, M chigan, M nnesota, M ssouri
Nebr aska, New Hanpshire, New Jersey, North Carolina, North
Dakot a, ©hio, Pennsylvania, South Dakota, Tennessee, Texas,
Virginia, Washington, Wsconsin, and Wom ng.

| nsurance Ti MeS: Channel Point acquires LifeLink
April 25, 2000, Vol. XIX No. 9

Channel Point, Inc., a provider of I|nternet-based insurance
products for agents, has acquired LifeLink Corp., the Park City,
Ut ah- based provider of illustration software applications to the
[ife insurance industry.

The integration of LifelLink's capabilities into the Channel Poi nt
exchange platformtechnology will enpower life insurance
professionals with Internet-based sales illustrations, carrier
reports, and term conparisons. Financial terns of the acquisition
were not discl osed.

"The acquisition of LifeLink is a natural extension of our
conmitment to life insurance professionals who are | ooking for
tools to streanline sales processes and get closer to their
custoners," said Fred Eppinger, executive vice president of

i ndustry services at Col orado-based Channel Poi nt.

Li feLink Corp., formerly United Systems, has been selling life

i nsurance sal es software applications for over 20 years.
LifeLink's flagship application, Wnflex, offers a Single Entry,
Multi-Carrier Interface (SEMClI) for nore than 30 carriers.

Li feLink's term quoting engine, Vital Term is used on many of the
i ndustry's websites. LifeLink's carrier reporting tool

Vital Signs, is a tool for distributing carrier financial and
rating information.

| nsurance Ti mesS: Metlife To Sell Via Qther Financial Institutions
April 25, 2000, Vol. XIX No. 9

Metropolitan Life Insurance Co. has set its sights on being a
maj or manuf acturer and distributor of financial services products
sol d through other financial institutions and i ndependent

i ntermediaries.

To prepare the way, MetlLife announced the hiring of two well -
known executives in this arena, Jam e Shepherdson and G eg
Brakovi ch, who until recently ran Equitable Distributors, Inc.
(EDI). Under their |eadership since its inception in 1996, ED
has grown to manage nore than $6 billion in assets, with a



current annual sales rate of nmore than $3 billion

Shepherdson and Brakovich will serve as co-CEGs of Security First
Group, Inc. (SFG, a Los Angel es-based subsidiary that will serve
as MetLife's key organi zati on to design, nmanufacture and

di stribute financial services products through financia

i nternediaries, including NASD firns, New York w rehouses,

regi onal investnent firns as well as banks and credit unions,
according to Janes M Benson, president of individual business at
Met Li f e.

According to Benson, MetlLife has been very successful in the sale
of financial services products through its agency distribution
networks, primarily MetLife Financial Services, New Engl and

Fi nanci al and General Anerican. "W have an opportunity to be
just as successful by distributing through other financia
institutions," he states.

| nsurance Ti MeS: Lincoln Life Annuities Partners Wth SEl
April 25, 2000, Vol. XIX No. 9

Lincol n Life announced a step to greatly enhance its position in
the fastest growi ng and | argest annuity distribution channel --
the financial planner channel

Lincol n Life has been selected by SEI Investnents, a |eading
nmutual fund "wrap progrant conpany, to nanufacture a variable
annuity offering SEI funds as underlying investnent options.
Lincoln Life will provide product design, custoner service, and
adm nistration and will assist SEI with marketing the product to
i nvest ment advi sors. The variable annuity is slated to roll out

i n August 2000.

| nsurance Ti MBS: Ny Life Analyzes Policies Wth Bl aze Advisor
April 25, 2000, Vol. XIX No. 9

New York Life Insurance Co. has inplemented a policy conformance
application using the Blaze Advi sor Solutions Suite software

whi ch anal yzes individual custoners' new variable |ife and

vari abl e annuity policies to ensure regulatory conpliance and
custonmer suitability.

"Bl aze Advi sor enables us to anal yze and check each policy for
suitability to the custoner's goals and preferences. At the sane
time, we can check for regulatory and conpliance issues to make
sure that we are applying our rules of operation consistently and
accurately," said Barbara Hal ecki, corporate vice president with
New York Life.

Agents in all 50 states submit customer information and newy
requested policies each day to a local office. New York Life
processes the information after the end of the working day as
part of a corporate-w de busi ness subm ssion and adm ni stration
process. Wthin 15 minutes, up to 400 policy requests are
accessed by the application, checked agai nst data from externa
systenms, analyzed for regulatory conpliance, matched to the
stated financial goals of the custoner, and reported for approva



or further action.

| nsurance Ti mesS: Gore, Bush Offer Conpeting Heal th Insurance Plans Tax

Breaks Or Expanded Public Prograns?
April 25, 2000, Vol. XIX No. 9

by Karen Gullo
Associ at ed Press

WASHI NGTON - George Bush wants to give poor families a tax refund
to buy private health insurance. Al Gore wants to get nore of
theminto governnent health prograns.

Heal th experts applaud both candi dates for giving health care a
prom nent place on the political agenda and say the proposals are
good first steps toward addressi ng one of the nation's nost

vexing problens: MIlions of working poor people can't afford to
see a doctor.
But both plans would still |eave substantial nunbers of poor

peopl e scranbling to afford health care, the private experts and
activists say.

May Not Be Enough

Bush's plan to give people tax breaks for buying insurance my
not be enough to cover the cost for nmany, and Gore's plan may

| eave many Americans uncovered by government prograns.

The Bush plan calls for giving tax credits of up to $2,000 to
fam lies earning $30,000 so they can purchase private health

i nsur ance.

The aimis to give working poor famlies on Medicaid or people
with no coverage the freedomto choose their own insurance - and
to provide tax relief to those famlies that have al ready
purchased private insurance, said John Goodman, president of the
Nati onal Center for Policy Analysis, who has hel ped GOP | awmrakers
craft simlar tax credit proposals.

"*So many peopl e assune that the only goal here is get people
insured,'' said Goodman. "~ The goal is tax fairness."'

He said the tax credit would cover about half of what a famly
woul d spend to purchase a basic health insurance policy froma
private insurer.

Bush al so proposed $500 nmillion in grants for comunity health
projects targeting specific problens, such as diabetes.

"“The nost difficult places to build a quality health facility
are the very areas where the need is greatest and where patients
have the least ability to pay,'' Bush said at a nei ghborhood
health center.

His critics say many famlies would still not be able to afford
heal th coverage because the tax credit would cover only about
one-third of a famly's health insurance costs, which they say
run at |east $6,000 a year, not the $4,000 Goodrman esti mates.

" " The overwhel mi ng nunber of people won't be able to get coverage
through this plan,'' said Ron Pollack, president of Families USA
whi ch advocates for universal health care

Karen Davis, president of the Commpnweal th Fund, says studies



show that people won't buy health insurance if their out-of-
pocket costs exceed 5 percent of their income. Under Bush's plan
a famly earning $30,000 woul d be spending nore than 10 percent
of their earnings to get covered.

"“This is really not affordable for anyone bel ow $40,000,'"' said
Davi s.
Goodnan sai d those who don't choose to buy insurance will be

taken care of by “~“safety net'' providers such as public
hospitals and free health clinics. Studies have shown many of
those are in precarious shape because of budget cuts and the | oss
of paying patients.

Bush sees tax-free nedical savings accounts as a way for famlies
to set aside nmoney for expensive treatments. Now linmted by the
government to self-enpl oyed people and workers at snall

conpani es, MSAs woul d be available to all people under Bush's

pl an.

Gore and other Denocrats contend that MSAs are " “tax shelters for
t he weal t hi est and heal t hi est Americans,'' and Bush's plan woul d
drain them fromthe general insurance pool

"By luring themout of the regular health insurance system he
woul d actually drive up health insurance costs for working
famlies,'' Gore told newspaper editors.

Uni versal Cover age

Core says his goal is to eventually get coverage for all 44
mllion uninsured Anericans. The first step toward universa
coverage, he says, is to expand a state-federal health plan for
children and let famlies who nake too much noney to be eligible
for Medicaid buy into the program

Under his $146 billion plan announced | ast year, CGore would raise
income limts on the Children's Health Insurance Programto get
nore uni nsured kids covered and all ow their parents into the
program

Core's plan also includes a 25 percent refundable tax credit for
uni nsured people for the purchase of individual health policies.
The plan is designed to help between 11 million and 15 mllion
children and adults who now | ack insurance.

Pol | ack at Fanmilies USA praised Gore for targeting uni nsured
children and fanmilies first. But he said the vice president's
proposal would not help mllions of uninsured adults who don't
have chil dren.

"“That's the next |ogical step,'' said Pollack

| nsurance Ti meS: dus Back Repeal OF Retirees' Earnings Test
April 25, 2000, Vol. XIX No. 9

The Soci ety of Financial Service Professionals recently endorsed H R 5, The
Senior Citizens Freedomto Wrk Act, which repeals the Socia

Security earnings test for retirees aged 65 to 69.

"The unani nous passage of this bill in both houses of Congress

underscores the need and inportance of this legislation for the

country's senior population,” said Society President Clark B

McCl eary, CLU, ChFC, a Houston financial adviser



The House of Representatives passed HHR 5 last nonth, and the
Senate passed the bill with a technical anendment on March 22.

H R 5. President Cinton has already commtted to signing the
neasur e.

"Senior citizens have nuch to offer the country at this tinme of

pervasi ve | abor shortages. Their experience and willingness to
work are very much needed by businesses of all types. This
proposed legislation will renove a major financial penalty for

t hose seniors who want to work, and in many cases who need to
work to supplement their retirenment inconmes,”" said MC eary.

The Social Security earnings test was originally designed to

di scourage retirees fromworking in order to make jobs avail abl e
to younger workers. "The Social Security earnings test represents
one of the last vestiges of the Great Depression era, and its
repeal is long overdue," said Md eary.

Specifically, the bill will elimnate the reduction in Social
Security benefits that is inmposed on retirees between ages 65 and
69 who earn nmore than $17,000 this year. Earnings limts woul d
remain in place, however, for retirees aged 62 to 64. According
to Social Security Commi ssioner Kenneth Apfel, the legislation's
cost is negligible as the Social Security benefit reductions are
restored to retirees in |later years through a credit which

i ncreases |ater paynents.

"Society nenmbers serve their clients' needs in retirement, estate
pl anning, and all |ines of personal risk insurance," offered

McCl eary. "Because nmany seniors today are living |longer in
retirement, they face the serious reality of outliving their

har d- earned savi ngs and i nvestments. Repealing the earnings test
for Society Security treats seniors who nmay especially need

suppl enental retirenent incone nore fairly and equitably."

"As financial counselors, Society nenbers are encouraged by the
ent husi asm that the Congress and the Admi nistration have shown
for this legislation,” concluded MC eary.

| nsurance Ti MBS: 30% Found Using Iras |nproperly: Skandia Survey
April 25, 2000, Vol. XIX No. 9

Nearly 30 percent of investors are using their

I ndi vi dual Retirenment Accounts (IRAs) inproperly, according to a
survey conducted by American Skandia, a Shelton, Conn-based g

di stributor of insurance and retirenent products.

The poll indicated that these investors are planning to use their
I RAs to pass along wealth to their children

Not Efficient Use

Using IRAs to hold wealth to eventually transfer to heirs is not
the nost efficient use of these financial vehicles because of the
enor nobus tax consequences, according to financial planning
professionals at Anerican Skandia. These investors stand to | ose
close to 75 percent of their assets in taxes to the government
when I RA dollars are transferred to their heirs.

The survey polled 200 people in the age bracket of 50 and above.
Resul ts showed



71% have an | RA

O those with an IRA, 23.4%said they plan to use it to pass
along to their children and fund retiremnent.

5.5% said they plan to use it solely to pass along wealth to
their children.
"Wth the proper underlying investnents, |IRAs are great vehicles
to accunmul ate wealth, but the nobney should be used during an
investor's lifetime," said Patricia J. Abram senior vice
presi dent and national sal es manager at Anmerican Skandi a.

W ong Reasons

"Qur poll indicated that despite the popularity of I|IRAs, many

i nvestors continue to use themfor the wong reasons,"” Abram
said. "Wth msunderstandi ng the best use of an IRA investors

ri sk exposing thenselves to a hidden tine bonb in the form of
enor mous taxes.

"The unfortunate reality in nany cases can anount to the federa
government beconming a primary beneficiary, due to inefficient use
of an IRA in an overall financial plan. I nvestors can | ose as
much as 73 cents on every dollar they've saved. To avoid this,
the key to tax-efficient transfer of wealth is proper planning.
Variable life insurance as well as a nunber of financial products
can ensure that an investor's health is not deci nated before it
reaches surviving heirs and beneficiaries. Variable life

i nsurance products are efficient vehicles for accunul ati ng assets
t ax-def erred, depending on the performance of the underlying

i nvestnment, and transferring them federal incone tax-free to
beneficiaries."

Many |ife insurance products today are specifically designed to
mnimze the inpact of incone and estate taxes. Variable life

i nsurance allows any earnings to grow tax-deferred - free of

i ncome and capital gains taxes that can limt a portfolio's
appreci ation. And, because the products are life insurance, the
death benefit is passed to beneficiaries federal income tax-free.

| nsurance Ti NeS: Mtual O Omaha Drops HV Cap
April 25, 2000, Vol. XIX No. 9

OVAHA, Neb. (AP) - Mitual of Oraha is elimnating its nedica
coverage cap for policyholders infected with HV or AIDS

Such clients will receive the same medi cal coverage as those with
other ailnents, effective May 1, conpany spokesman Ji m Nol an

sai d.

The insurance gi ant, which has policyholders in nearly every
state, is elimnating the cap after |earning nore about nedica
coverage of AIDS-rel ated probl ens, Nolan said.

Al DS i nsurance caps were instituted in the |late-1980s when little
was known about the ailnment or the insurance risks, Nolan said.
““Increased nedical know edge regarding H V/ AIDS al |l ows insurers
today to better understand and manage the financial risk
associated with AIDS-related clains,'' he said. He declined to

el abor at e.

Two Chi cago-area nen, who are Hl V-positive, sued Mutual of QOmaha



saying the limts violated the federal Anericans Wth
Disabilities Act. Earlier this year, the U S. Suprene Court
declined to hear the case, thus upholding a | ower court decision
al l owi ng the cap.

One man's policy covered $25,000 for AIDS-rel ated conditions,
conpared with $1 million for other ailnents.

Heat her Sawyer, an attorney for the two nen represented by Lanbda
Legal Defense and Educati on Fund in Chicago, called the cap

di scrimnatory and wel comed the end to the court battle. ~"This
type of unjustified practice should be and will be eradicated, '’
Sawyer said.

| nsurance Ti mes: Metlife To Become Mbst Wdely Hel d Stock
April 25, 2000, Vol. XIX No. 9

NEW YORK (AP) - MetLife's decision to go public is naking it the
nost widely held stock in the United States.

Earlier this nonth, MetLife becanme the | atest insurance conpany
to convert from mutual ownership by its policyholders to public
ownership. On April 4, underwiters priced 202 nmillion shares at
$14.25 apiece that are now being sold on the New York Stock
Exchange.

In the second part of its conversion, MetLife will issue shares
to about 9 mllion policyholders in exchange for their fornmer
owner ship stake. That will make MetLife the nost wi dely held

stock, surpassing Lucent Technol ogies Inc., which has about 4.7
mllion sharehol ders.

For years, AT&T was the npbst widely held stock in the nation. In
1996, AT&T spun off its tel ecomunications equi pment busi ness as
Lucent Technol ogies and its computer business as NCR Corp
Everyone who held stock in AT&T got shares of the new company as
wel | . Lucent eventually overtook its former parent as the nost
wi dely held issue. AT&T currently has nore than 4.1 mllion

shar ehol ders.

| nsurance Ti MBS: Life Agents Face The Future Now
April 25, 2000, Vol. XI X No. 9

To be a traditional |ife agent or becone a financial advisor?
Wi chever agents choose, technol ogy plays a role.

by Mark Hol | mer
| nsur anceTi nes

It was nore than a year ago when Stephen Israel decided to master
using his computer on the job.

Israel, 53 -- a New Engl and Financial agent in \Waltham Mass.
with over 28 years in the business --took his Dell |aptop hore.
Next, he spent nore than 10 hours figuring out how to use his



conpany's Financial Profiles program Back at the office,
Israel's secretary al so hel ped teach hi mthe basics.

Today, |srael brings his laptop to client neetings and uses the
software to denonstrate how a product will work-long term giving
the client a clearer vision of the future.

In the past, the process would be cunmbersone at best.

"I would have to run off reans of paper to show the difference,"

| srael said.

Hi gh- Tech Process

Custonmers have al ways bought life and health insurance to address
four sinple issues: premature death, a |longer than expected life,
retirement and disability. And they still do, although sonewhere
al ong the way, the whole process became nore high-tech

More and nore, clients are using detailed financial planning to
chart a path to their twilight years. Life or health insurance
is one piece of a larger puzzle that now i ncludes mutual funds,
estate planning, stock market investnments and an ever-grow ng
array of financial products.

But industry insiders differ about how to adapt best to a
changi ng market that is making a grow ng nunber of agents
financial advisors of sorts as well as sal esmen and wonen.

To address this change, some say agents should increase their

di versification and become financial and insurance industry
experts to keep up with client denmands. O hers argue that

tradi tional agents are al ways needed. They say those agents wl|l
serve clients best by form ng business partnerships wth other
non-i nsurance experts rather than trying to be nasters of every
financial -rel ated issue.

Still, nbst agree on another point: Keeping up with training and
technol ogy can only help agents do their job better, whether it's
face-to-face or giving policy quotes to potential clients over
the Internet.

Agents "nust be conputer know edgeable ... nore cost efficient
and service oriented," said Israel, the incom ng president of the
New Engl and Fi nancial's Leaders Associ ati on, which represents
about 3,000 |ife and health agents across the country..

Marvi n Fel dman, second vi ce-president of the MIlion Dollar Round
Tabl e, adds: "Agents must be better educated then they were in

t he past."

Evol ving into Advisors

Mark Trencher, the vice president of research for Conning and Co.
in Hartford, C., handles research on life-insurance industry
trends. He says agents shoul d understand that technology is "
tool they can use" to inprove their jobs. And that technol ogy
wi Il increasingly beconme necessary, he said, because insurance
agents have evolved and are evolving into an "advi sory capacity
beyond just selling insurance."

Israel is a typical exanple of today's life/health agent. He is a
contract agent with New England Financial but he's also a broker
which allows himto work through New Engl and Securities to sell a
wi de variety of investnment products with other conpanies.

Trencher uses John Hancock as a | arger exanple of what is a
standard for many conpani es. The conpany has about 1,000 agents,
he said, who are also required to becone registered
representatives who can al so sell equity-based products ---

a



heading into territory once consi dered exclusive by financia

pl anners and ot hers.

Statistics, he said, are a partial baronmeter of the change.

The Life Insurance Marketing and Research Associ ation counted
250,000 life/health agents in 1986. That nunber dropped to about
195, 000 sone 10 years later, Trencher said. But only some of that
nunber drop reflects a decline in life/health agents, he said.
Many still sell those products but those agents are no | onger
count ed because they've added financial products to their roster
The industry also has nore agents now who are independent

busi ness-peopl e rather than "captive agents" who stay with one
conpany, he said.

In addition, Trencher sees the industry nmoving away fromthe
traditional mddle markets, which includes househol ds that make
bet ween $30, 000 and $75, 000 per year. |nstead, agents are noving
upscal e, targeting upper-Ilevel inconme earners who can afford
sophi sticated financial/life-planning packages now avai l abl e.
They' re buyi ng up-and-com ng products |ike variable universa
life and long termcare.

"And that's continuing to go on," Trencher said. "But one of the
results is that there is a big, mddle narket that doesn't have
life insurance. That really is a market that's available," he
said, for those who can figure out howto sell toit."

M ddl e Marketing

To reach this denographic, Trencher said, conpanies and agents
are using direct nmail, the Internet and the workplace to fil

t hat voi d.

O course, federal |aw now all ows banks, insurance comnpanies and
traditional financial conpanies to get into each others

busi nesses, addi ng new conpetition to the industry.

Fel dman, al so the co-owner of the Fel dman Agency in East

Li verpool, Onio, agrees that agents nust be better educated than
in the past. He said many, in fact, have better skills and
training today than 10 years ago

Fel dman is a New York Life agent, and cites the conmpany's 2-to-4
day "universities" that offer intensive training in specialized
mar ket s as just one exanpl e.

At the same time, he said, he agents don't have to be experts in
everything. Instead, Fel dnan encourages agents to create
strategi c marketing alliances - which nmeans know ng about and
working with experts who can fill in the gaps.

"It's something that has been around for a long time but it's
really becomi ng nore and nore prevalent," he said. "Conpanies are
realizing that they can't be an expert in everything."

Fel dman sees "a flow of new and i nnovative products" continuing
in the future, such as critical illness policies to cover soneone
who has a heart attack and survives.

O course, there's always a niddle ground. Sone conpanies are
sticking to tradition while | ooking to the future at the sane
tinme.

Ed Boyce, corporate vice president in agent training at New York
Life, said his conmpany is actively using conmputers and technol ogy
and focusing on total life planning for clients.

Shift to Internet
But while sonme conpanies are shifting toward distributing their



product on the Internet or through a brokerage house, New York
Life is staying with its traditional career agent distribution
system

The conpany has about 6,800 agents, he said, and it is "stil
very actively recruiting and bringing new agents into the life

i nsurance busi ness" even though their nunber "has renai ned fl at
over the years."

An agent will always be necessary, he said, to help custoners
"buy the right type of insurance and give other reconmendati ons
as well."

And the Internet, he said, illustrates a good reason why. Even

t hough i nsurance is available on the Internet, not nuch of it is
selling online.

"Peopl e don't know what they're buying or why they're buying it
and that's one of the things we try to help themw th," he said.
Si dney Friednan, president of Corporate Financial Services in
Phi | adel phia, agrees with those who believe that sonme parts of
the industry will never change.

Fri edman, an agent with Guardian Life Insurance, is a 46-year
veteran, and at 65, he has diversified, earned additiona
financial services/related degrees, and uses a conputer.

But as nuch as the industry has changed and conti nues to change,
Friedman said, agents will never be "everything to everybody."
Deep down, he said, today's agent is still a sales person
focusing on the sanme universal issues: "living too |ong, dying
too soon ... beconing disabled" and retirement.

The only thing that has really changed, he said, is how you solve
t hose i ssues.

| nsurance Ti NMES: ATale O Life Settlements The A, B, Cs Agents Shoul d
Know About What Coul d Be A Boomi ng Mar ket
April 25, 2000, Vol. XIX No. 9

by Dave Goodwi n

This is a tale of three agents. One of them m ght be you.

This tale also carries a challenge and a test to see what you
would do in a not-too-rare scenario.

Here's the situation: Cdients Jerry Jones was unhappy with his
universal life policy. At age 62, he had a serious heart

condi tion. For $650,000 face anpbunt he was paying $8, 400

annual |y, but the cash surrender value was only $2,000. Due to
its poor performance, Jerry wanted to drop the policy. He asked
agent A, who had witten the policy, what to do.

"renew it," agent insisted.

Agent B advi sed buying a new policy fromhimand dropping the old
policy, using its cash value toward his new policy.

Agent C advised Jerry t sell his policy through a |ife settlenment
firmand use the noney toward a new rated policy which he

of f er ed.

VWi ch agent offered the npst attractive sol ution?

As it turned out, agent C did. Jerry received $169, 000 for his
policy with its $2,000 cash surrender val ue.



If you were agent A or B, would you have a strong defense for
your advice?

This is not a theoretical exercise; it's based on a true story
and many nore like it are occurring.

VWhat is a life settlenent and why is it inportant to life and
property/casual ty agents?

Alife settlenent is the sale of an existing life policy to a
non-rel ated party at a discounted price. The seller, for various
reasons, may no |l onger want to keep the policy, may not afford
it, may not need it, or may sinply prefer getting cash now. The
policy may be term cash value, group, individual. The insured
may be healthy or not, but a general rule of thumb in that

hi s/ her |ife expectancy should be about 15 years or less and the
policy face should be about $100,000 or nore.

The concept is inportant to a huge and growi ng market. A recent
report by Conning & Co. says that this narket is "set to expl ode
in the next decade" as nore healthy seniors ook to sell their
policies. Conning estimates the narket at over $100 billion of
life insurance as agi ng baby boomers use this new financia
instrument for additional flexibility.

"Wth nore than $492 billion in life insurance in force, the 65-
and- hi gher popul ati on represents an enornmous marketing
opportunity," says Conning, with nany seeing the transaction as a
financial boon, especially if they have a term policy which they
may ot herwi se view as worthless if it's dropped.

Formerly labeled "viaticals," the industry has cone a | ong way.
Viaticals are now generally defined as those involving life
expect anci es of 24 nmonths or less; "life settlenments,” two years
or nore. In viaticals early days, scandals occurred too
frequently. Fraud was commtted, sone firnms were closed, wld
prom ses were nmade, sone investors were hurt. Now, nornmal care is
still needed, as in any transaction, but |egitinmacy prevails.
I nsurance conpani es are anong those buying the policies and
hol di ng t hem as i nvest ments.
On first hearing of life settlements, nmany agents don't visualize
conmon situations in which the concept applies. Policy owners --
i ndi viduals or corporations or trusts or charities -- sell their
policies for sone of these reasons:

the policy's performance is poor (as in the above case)

prem uns becone unaffordable or a | ower prem umor better-
sui ted policy becones avail abl e

the coverage is no | onger needed or the need no | onger exists,
such as coverage on a paid-up nortgage or for kids who are no
| onger dependent, or for a key corporate officer who retires, or
for estate liquidity when liquidity has been achieved

when the beneficiary is no | onger alive and no other potentia
beneficiary is apparent

when retirenent or disability change priorities or plans

when accumul ating interest on policy loans starts to "choke"
the value f the policy

when the need for inmredi ate cash outwei ghs the need for paynent
to the beneficiary

when investnent potential of a cash settlenent seens nore
attractive than maintaining the policy

when the owner is a nonprofit organization which prefers
current cash

when policies funding buy-sell or corporate stock-redenption



pl ans are no | onger needed

Here are some real life cases:

64 year old female, $500,000 policy with $75,000 cash surrender
val ue. Policy owner received $190, 000. Agent's referral fee:
$7,500 (1/2% of policy face val ue)

68 year old male, 2 termpolicies totaling $6 mllion face,
annual increasing prem um $102,500. Cient received $270, 000.
Agent's referral fee: $60,000 (1% of face)

84 year old female, nursing hone resident, $1 mllion face,
cash surrender val ue $200, 000, annual prem um $15,303. dient
fam |y received $520, 000.

Many agents can identify situations which are best served by life
settlenents. Failure to informclients about them when
appropriate, may be a terrible disservice. It nmay al so deprive

t he agent of a huge fee-- some have been reported in the six
figure range. It may also lose inportant clients or, in worst
case scenarios, |lead to E&QO cl ai s.

On the positive side, though, life settlenents may be very usefu
i n denpnstrating an agency's professionalism people generally
want to hear new concepts, even if only for possible future use.
O referrals now. They ought to hear about it fromyou first.

Mor eover, agents may use this tool at seminars for |awers or
accountants, for exanple, for comercial accounts.

| suggest that a gents-- especially property/casualty agents and
their life associates-- add a question or two to their standard
fact-gathering fornms, just as they already have (I hope) added
guestions | eading to other products such as annuities, life,
critical illness, and others. These new questions should identify
potential prospects for life settlements. Agents m ght also | eave
or mail a sinple outline of life settlements as a reminder to
clients to call the agent for further information.

Sone agents are reluctant to deal with a product unless they know
it thoroughly. This should not be a drawback here. The concept is
sinmple, the paperwork is clear and help is available in semnars
or on an individual basis. p

Goodwi n, a forner property/casualty agency principal, is an

i nsurance cross-selling consultant who distributes life and life-
rel ated products nationwi de. He may be reached at 800 622-0576 or
P. O Drawer 54-6661, Surfside, FL 33154-0661; fax 305n 861-3696;

emai | : dsgoodwi n@ uno. com

Wat ch for announcements in |InsuranceTimes for Goodwi n's semi nars
i n New Engl and

| nsurance Ti mMeS: A new survey by the Society for Human Resource

Managenent (SHRM) suggests that enployers are being nore cautious about
nunber of benefits they offer
April 25, 2000, Vol. XI X No. 9

A new survey by the Society for Hunman Resource Managenent

t he



(SHRM) suggests that enpl oyers are being nore cautious about the
nunber of benefits they offer. The SHRM R) 2000 Benefits Survey
shows overall decreases fromthe previous year's survey in the
nunber of enployers who offer such benefits as rel ocation

assi stance, health well ness prograns, subsidized cafeterias and
certain types of |eave.

"Slight decreases in several benefits nay be due to enpl oyers
focusing their resources nore effectively," according to SHRM
Presi dent and CEO M chael R Losey, SPHR and CAE. "Many enpl oyers
initially responded to the tight |abor narket by inplenenting new
and nore generous benefits packages in an attenpt to boost their
recruitnment and retention efforts. The slight cut- backs we're
seeing this year may be indicative that a nunber of enployers
found the new benefits were too costly or not as effective as

t hey had hoped."

Housi ng and Fi nancial Benefits

Al t hough the majority (60 percent) of human resource (HR)

prof essional s responding to the survey report that their

organi zations offer relocation benefits, that number is down as
conpared with 68 percent in 1999. One in ten respondents offer a
cash bal ance pension plan, a nemy listed benefit on the survey,
and the nunmber of organi zations offering a defined benefit
retirement plan fell from52 percent in 1999 to 47 percent in
2000. Nearly one in three offer a conplete cafeteria plan in

whi ch workers can choose anpbng an array of benefits (29 percent),
an increase from23 percent in 1999. Mre than one- quarter of
conpani es (26 percent) offer a sign-on bonus for non-executive
positions and 37 percent offer such bonuses for executives.

Fam | y-Friendly and Leave Benefits

Benefits that focus on flexibility continue to be popular wth
little variance from 1999 figures. Mre than half (51 percent) of
HR prof essionals surveyed said their organization offers flextine
as an enpl oyee benefit. In addition, approxi mately one-quarter of
respondents said their organizations of fer options such as
conpressed work weeks (27 percent), telecomuting (26 percent),
and job sharing (22 percent). As another natter of convenience,
15 percent offer lactation programs, up from6 percent in 1999.
The nunber of organizations offering el der care benefits,
however, essentially stayed the sane, despite projections that
workers will have responsibility for providing for aging
relatives as a result of advances in medicine, increased

| ongevity and an agi ng popul ation

Per haps as evidence that enployers are struggling to find enough
qualified workers to staff their organizations in the current
tight | abor market, the survey noted several decreases in |eave
benefits for enpl oyees over the 1999 survey. According to the
survey, 87 percent of HR professionals say their organizations

of fer paid vacation and 41 percent offer paid personal days, down
from 94 percent and 55 percent respectively in 1999.

In addition, 12 percent of respondents reported offering | eave
through a Paid Tine Of plan in which all types of |eave, such as
si ck, personal and vacation, are bundled into one general bank of
| eave to be used by the enployee.

Heal th Care Benefits

Al t hough the vast majority of organizations offer denta

i nsurance (96 percent) and sonme type of health insurance (99
percent), the nunber of enployers offering wellness benefits fel



in 2000. For example, the nunber of respondents that offer
wel | ness programs, resources and information fell from 56 percent
to 49 percent. Health screening programnms continue to be popul ar
especi ally anong | arger enployers, but still fell from 48 percent
to 41 percent in 2000. More than one in six respondents (65
percent), however, offer on-site vaccinations such as flu shots,
representing an increase from57 percent in 1999.

Personal Perks and Unusual Benefits

Sone organi zati ons seemto go above and beyond when providi ng
personal perks to their workers. Mre than one in ten (11
percent) organi zations offer paid dry cleaning services to

wor kers, 8 percent offer nmmssage therapy, 4 percent offer

conci erge services and 1 percent of respondents offer pet health
i nsurance, nap time during the workday or already prepared take-
hone neals. The popularity of subsidizing food or cafeteria

servi ces appears to have peaked in 1999 when 37 percent of
respondents said they offered this benefit. In 2000, the nunber
fell to 30 percent, the same percentage reported in 1998.

New to the SHRM Benefits Survey are several unusual benefits
centered around enpl oyee entertai nment. According to the survey,
41 percent of HR professionals say their organizations pay for
enpl oyees to attend sporting or cultural events and nore than
three in ten offer Hall oween parties (36 percent), theme days (34
percent) or ice creamsocials (32 percent).

| nsurance Ti MBS: Wy Wrksite Marketing Wrks
April 25, 2000, Vol. XIX No. 9

M ddl e Anerica's best opportunity to obtain popul ar benefits

Nobody's home in mddle America, or

so it nust seemto insurance agents trying to sell to

i ndi viduals. Phone calls go unanswered; direct nail is thrown
away; referrals are few and far between.

VWere is everyone? They' re at work.

So it makes sense that nore and nore insurers and agents are
going to the workplace to sell new insurance products as

vol untary benefits.

Worksite marketing on an industry-w de basis reached $9 billion
in 1998, reports the Life Insurance Marketing and Research
Associ ati on.

One conpany, CGuardi an, has seen its worksite business nearly
triple to $125 mllion in the last four years, says Stuart Shaw,
second vice president for group worksite managerment at the New
Yor k- based i nsurer

In 1994, only 34 percent of enployers offered a voluntary
benefit. Today 56 percent offer at |east one voluntary benefit,
according to Linra. And, Linra says, the nmarket is expected to
grow even nore: 34 percent of enployers are considering adding
vol untary benefits within the next two years.

Wrksite marketing is taking off because it makes enpl oyers and
enpl oyees -- not to nention insurers and agents -- happy.



Enpl oyers, under pressure to attract and retain enployees in

today's tight job market, |ike being able to nake new benefits
avail abl e to enpl oyees without having to pay for the benefits. In
some cases, voluntary benefits can |ower payroll taxes -- another

feature favored by enpl oyers.

Enpl oyees |i ke the conveni ence of being able to sel ect benefits
at the workplace and pay for themw t hout hassl e through payrol
deducti on.

"Enpl oyees are very confortable buying at the workplace; in fact
they seemto prefer it. It's very convenient," Shaw says.

For many of these custoners, worksite marketing represents their
best, nmmybe even only, opportunity to obtain certain benefits
because agents are largely focused on other opportunities.
"Tradi tional insurance agents are linmting their focus to
affluent markets. Fewer and fewer individuals in households are
bei ng contacted,” Guardian's Shaw said

For the industry, worksite marketing is an efficient way to reach
mar ket s that night otherw se be ignored.

Hi gh technol ogy and high end professional firnms tend to already
have rich benefit packages and are not the best candidates for
worksite marketing efforts.

I nstead, worksite marketers tend to target start-ups, gray collar
firms, municipalities and sinmlar enterprises with mddle income
enpl oyees, according to Shaw, whose conpany | ooks for enpl oyees
in households with income bel ow $75, 000 and, even bel ow $35, 000.
When si zing up prospects, Guardian prefers firms with a mni num
of 30 to 50 enployees. The maxi mumis about 1,000, although
CGuardi an does have sone | arger accounts.

"But beyond size we look for commitnment froman enployer. It's

i nportant for the enployer to endorse the plan," Shaw says,
noting that the nore involved and enthusiastic the enployer is,
the nore enpl oyees are likely to respond.

In Guardian's experience, the nost popul ar suppl emental benefits
are dental, supplenmental termlife, short and |ong term
disability and, increasingly, vision care.

Al so gaining popularity are long termcare, pre-paid | egal, auto,
honeowners and nutual funds-- although Guardian itself does not
now offer these in its worksite program

Shaw acknow edges that worksite marketing is not an easy sell in
all situations due in part to bad experiences and certain

nm sconcepti ons about the administrative work and costs invol ved.
Sone of the industry's earlier high-pressure enrollnent tactics
left a bad taste.

"The success of renewal s/retention of business tends to vary with
the enrol Il ment met hod and product value. Higher pressure,
"here's the product, take it , you need it' enrollment mnethods
tend to produce higher |apses," Shaw maintains.

Wil e a high pressure enroll ment nethod conbined with a | ower

val ue product can easily produce a 40 percent first year |apse
rate, a nore professional, educational enroll ment approach

conbi ned with products that provide a decent value to the
consunmer will typically result in |apse rates around 10-15
percent, he noted.

"Whil e comm ssion | evels can vary considerably, a key issue for



agents to consider is the | evel of service provided by the
carrier," Shaw advises. "Quite often, individual policies pay a
high first year conmission with the agent responsible for

enrol ling enployees in the voluntary benefit plan; the agent will
then need a portion of this conmi ssion to pay enroll nment
conpani es, engage additional agents, etc. While group policies
typically provide a | ower first year conmm ssion, sone group
carriers, such as Guardi an, nmanage the entire enroll ment process
for the agent with no additional charge."

Sone carriers expect agents to handle all the work, including
enrol | ment, adm nistration, clainms handling and enpl oyee
conmuni cati ons. Ot hers give agents whatever support they need.

An agent or broker who hel ps an enpl oyer set up a worksite
programusual ly finds it worthwhile.

Conmi ssions on voluntary benefits vary significantly by contract
type (group vs. individual) as well as product but voluntary
benefits witten on individual policies typically have higher
first year and | ower renewal comm ssions - such as 50 percent+
first year, 5-10 percent in renewal years.

Vol untary benefits witten on group policies typically have |eve
conmi ssions, often in the 10-15 percent of prem umrange.
Voluntary benefit plans are often eligible for special producer
programs, generating additional agent compensation

"For any selling effort, it nay be hel pful for agents to conpare
the anticipated conm ssion streamto the amount of tine they wll
need to provide servicing the plan," Shaw continued. For exanpl e,
he said, a group voluntary life plan with $40,000 i n annua
prem um woul d produce around $ 5,000 in annual conm ssion. The
time required for an agent to service a voluntary life planis
typically mninal, perhaps averagi ng just two hours per nonth.
Under this scenario, the agent woul d be receiving over $200 per
hour spent on the plan.

Al so, voluntary benefits can typically be added to an agent's
existing clients, cutting down on the need for prospecting for
new clients.

"Most enpl oyers do not have a conpl ete spectrum of benefits in-
force, and there are often opportunities to add dental, short- or
long-termdisability, supplenental termlife or universal life,"
Shaw added.

Once the foundation has been set, agents should be able to build
upon it. Quardian's experience has shown that if a conpany offers
one suppl enental benefit, chances are good it will agree to offer
another later on. This is borne out by Linra, which found that
anmong enployers with at |east one voluntary benefit, 41 percent
woul d prefer to use the sane carrier if they add additiona

vol untary benefits, 13 percent would prefer a different carrier
and 46 percent have no preference.

| nsurance Ti MBS: Enployers Exhibiting Caution About Fringe Benefits
April 25, 2000, Vol. XIX No. 9

A new survey by the Society for Human Resource Managenment (SHRM



suggests that enployers are being nore cautious about the nunber
of benefits they offer

The SHRM 2000 Benefits Survey shows overall decreases fromthe
previous year's survey in the nunmber of enployers who offer such
benefits as rel ocation assistance, health well ness prograns,
subsi di zed cafeterias and certain types of |eave.

"Slight decreases in several benefits nay be due to enpl oyers
focusing their resources nore effectively," according to SHRM
Presi dent and CEO M chael R Losey, SPHR and CAE

"Many enployers initially responded to the tight |abor nmarket by
i mpl enenting new and nore generous benefits packages in an
attenpt to boost their recruitnent and retention efforts. The
slight cut- backs we're seeing this year may be indicative that a
nunber of enployers found the new benefits were too costly or not
as effective as they had hoped. "

Housi ng and Fi nancial Benefits

Al t hough the majority (60 percent) of human resource

prof essi onal s responding to the survey report that their

organi zations offer relocation benefits, that number is down as
conpared with 68 percent in 1999. One in 10 respondents offer a
cash bal ance pension plan, a nemy listed benefit on the survey,
and the nunber of organi zations offering a defined benefit
retirement plan fell from52 percent in 1999 to 47 percent in
2000. Nearly one in three offer a conplete cafeteria plan in

whi ch workers can choose anpbng an array of benefits (29 percent),
an increase from23 percent in 1999.

Fam |y Leave Benefits

Benefits that focus on flexibility continue to be popular wth
little variance from 1999 figures. Mre than half (51 percent) of
HR prof essionals surveyed said their organization offers flextine
as an enpl oyee benefit. In addition, approxi mately one-quarter of
respondents said their organizations of fer options such as
conpressed work weeks (27 percent), telecomuting (26 percent),
and job sharing (22 percent). As another natter of convenience,
15 percent offer lactation programs, up from6 percent in 1999.
The nunber of organizations offering el der care benefits,

however, essentially stayed the sane.

The survey noted several decreases in |eave benefits for

enpl oyees over the 1999 survey. According to the survey, 87
percent of HR professionals say their organizations offer paid
vacation and 41 percent offer paid personal days, down from 94
percent and 55 percent respectively in 1999.

In addition, 12 percent of respondents reported offering | eave
through a Paid Tine Of plan in which all types of |eave, such as
si ck, personal and vacation, are bundled into one general bank of
| eave to be used by the enpl oyee.

Al t hough the vast majority of organizations offer denta

i nsurance (96 percent) and sonme type of health insurance (99
percent), the nunmber of enployers offering wellness benefits fel
in 2000.

Sone organi zati ons seemto go above and beyond when providi ng
personal perks to their workers. Mre than one in 10 (11 percent)
organi zations offer paid dry cleaning services to workers, 8
percent offer nmassage therapy, 4 percent offer concierge services
and 1 percent of respondents offer pet health insurance, nap tine



during the workday or already prepared take-hone neals.

The popul arity of subsidizing food or cafeteria services appears
to have peaked in 1999 when 37 percent of respondents said they
of fered this benefit.

New to the Survey are several unusual benefits. According to the
survey, 41 percent of HR professionals say they pay for enpl oyees
to attend sporting or cultural events and nore than three in 10
of fer Hall oween parties (36 percent), thene days (34 percent) or
ice creamsocials (32 percent).

| nsurance Ti meS: Senate Encouraging Stock Option Benefits
April 25, 2000, Vol. XIX No. 9

Federal |abor laws would be streamined to clear the way for
hourly enpl oyees to receive stock options and gain a stake in the
nation's prosperity, U S. senators said in passing a measure.
““This bill sinply says it makes no difference if you work in the
corporate boardroomor on the factory fl oor. Everyone should be
able to share in the success of the conpany,'' said Sen. Mtch
McConnel I, R-Ky., the bill"'s sponsor

CGovernment officials |last year realized that under the 1938 Fair
Labor Standards Act, an hourly enpl oyee's stock options nust be
counted as part of his base pay when cal cul ating overti ne.

The busi ness community, as well as | awmakers, were concerned that
t he exorbitant costs involved would force enployers to elimnate
stock options for hourly workers but not salaried enpl oyees.
McConnel | ''s bill, which passed 95-0, exenpts stock option gains
fromovertine pay. Stock options would be treated as an enpl oyee
benefit and could not be used in lieu of a worker's regul ar
salary or used in calculating overtime conmpensation

Sen. Janes Jeffords, R Vt., said the neasure was a " “synbolic
first step in the process of aligning our |abor aws with the new

econony. "'’

A simlar bill is pending in a House conmttee. Labor Secretary
Al exi s Herman, whose agency hel ped draft the |egislation, has
said she will recommend that President Clinton sign the bill if
it passes.

| nsurance Ti meS: Risk Managers' Average Sal ary Rises 7%
April 25, 2000, Vol. XIX No. 9

The average salary for senior risk nmanagers in 1999 in the U S
i ncreased seven percent from 1998 up to $110,000, according to
the 2000 RI M5 Conpensati on and Benefits Survey.

The average enpl oyee benefit manager's sal ary has gone down
$1,000 in the past two years to $57, 000.

The survey found that the top risk nmanager in an organization
wor ks 47 hours a week and supervises 11 enpl oyees.

The survey is published by the Ri sk and | nsurance Managenent



Soci ety.

| nsurance Ti mesS: Mss. Blues Agrees To Pay For Longer Visits
April 25, 2000, Vol. XIX No. 9

Bl ue Cross and Blue Shield of Massachusetts has backed off a
decision to refuse paying additional fees to doctors who conduct
| onger, nore expensive patient visits.

The decision by the state's | argest insurance conpany foll owed a
protest by the Massachusetts Medical Society after Blue Cross
deni ed paynent to 1,400 doctors for services the insurer believed
wer e unnecessary. The society said the doctors were treating
patients with the care they believed appropriate.

The insurer bal ked at paying the doctors in February, after
exam ni ng paynent clains from 14, 000 Massachusetts doctors. The
revi ew reveal ed about 10 percent of doctors routinely conducted
| onger and nmore costly office visits than appeared necessary.
The doctors were treating patients during 40- and 80-m nute
office visits and charging $38 and $50 nore than briefer exans.
The insurer will continue to scrutinize bills and will work with
doctors to make necessary adjustments, said conpany spokesman
John Schoenbaum

| nsurance Ti MBS: Goup Disability Posts Double-Digit G owh
April 25, 2000, Vol. XIX No. 9

Total group disability sales, based on annualized prem uns,
posted their fourth consecutive year of double-digit growh in
1999, increasing 11 percent, according to LIMRA International's
US. Goup Disability Sales and I n Force Survey.
Short-termdisability (STD) sales increased 21 percent for the
year as sales were strong for both fully-insured and ASO pl ans.
Long-termdisability (LTD) sales increased over 5 percent, with
fully-insured plans increasing just under 5 percent while ASO
sal es increased 14 percent.

The LI MRA survey, which tacks group disability insurance sales
and in force data for 47 conpanies, found that the top five
witers of group disability accounted for al most 69 percent of
new sal es in 1999, based on annualized prem uns. The top 10
witers accounted for 87 percent of new sales.

| nsurance Ti MeS: Ameritas Assumes BMA Dental Business
April 25, 2000, Vol. XIX No. 9

LI NCOLN, Neb.- Ameritas Life Insurance Corp. announced the
transiti on of Business Men's Assurance Company of America (BMA)
group dental business to Ameritas, effective July 1, 2000.

This transition -- which brings to Areritas approxi mately $15



mllion of in-force dental premium 410 dental cases and 41, 500
new | ives -- coincides with BMA's recent announcenment of its
intent to sell its group insurance operations to MetlLife.
Ameritas has been the clains processor and reinsurer of BVA' s
dental insurance business since 1996. Therefore, the transition
to Aneritas will be seanl ess and dental coverage for the affected
pol i cyhol ders and i nsureds can continue uninterrupted.

| nsurance Ti NBS: Doctors Admit Lying To Insurers To Get Care For Patients
April 25, 2000, Vol. XIX No. 9

More than one-third use deceitful tactics CHI CAGO (AP)- More
than a third of doctors surveyed nati onwi de adnit deceiving

i nsurance conpanies to help patients get the care they need,
researchers report.

Tactics included: exaggerating the severity of an illness to help
pati ents avoid being sent hone early fromthe hospital; listing
an inaccurate diagnosis on bills; and reporting nonexi stent
synmptons to secure insurance coverage.

In a random mai | ed survey of 720 physicians nationwi de in 1998,
39 percent said they had used at | east one of those tactics
““sonetines'' or nore often within the |ast year

The results were published in the Journal of the American Medica
Associ ati on.

Caimlt's Necessary

Thirty-seven percent of those surveyed said their patients
““sometinmes'' or nore often asked themto deceive insurers. Mre
than a quarter - 28.5 percent - said it is necessary to ~“gane''
the systemto provide high-quality care.

O the doctors who reported using deceitful practices, 54 percent
said they did so nore often than in the past.

"“As pressures to control health care costs increase, it is
likely that manipul ating rei nbursenment systens will increase,’
wote the authors, led by Dr. Matthew K. Wnia of the AMA's
Institute for Ethics in Chicago.

"“Health plans in which the use of these tactics is comon shoul d
carefully review their rules and procedures and work with
physicians to reduce the perceived need for covert advocacy,'

t he aut hors said.

A snal l er survey published in the AMA's Archives of Interna
Medi ci ne |l ast year found that nore than half approved of using
deceitful practices with insurance conpanies; the authors of the
current survey say theirs is the first to report actua

practi ces.

Reasons Suggest ed

Al t hough physici ans were not specifically asked why they engaged
i n deception, the authors suggest reasons ranging from
restrictions on reinmbursements associated with nmanaged care to
patients' demands.



An editorial acconpanying the report says Wnia's study calls the
findings ~“stunning.'

The practice may result in part fromthe public's contradictory
expect ati ons of medicine and i nsurance - wanting costs contai ned
but demandi ng access to the finest health care and expecting
““their physicians to be faithful, unconprom sing agents,'
the editorial's author, Dr. M Gegg Bl oche of the

Geor get own/ Johns Hopki ns University Programin Law and Public
Heal t h.

Dr. Charles M Cutler, of the American Association of Health

Pl ans, said physicians who deceive insurers are ~“essentially

al l owi ng people to get benefits for which they haven't paid.

" " The people who pay for that are everybody el se who's paying for
the premuns,'' said Cutler, whose group represents nore than
1,000 HMOs and ot her health pl ans.

wr ot e

| nsurance Ti meS: Aetna Settlement May Be Landmark
April 25, 2000, Vol. XIX No. 9

DALLAS (AP) - In a deal that could set a national precedent, the
health insurer Aetna Inc. has settled a lawsuit with Texas,

prom sing to give doctors nore power over medical treatments and
agreeing to prohibit financial incentives for doctors to limt
care.

Texas Attorney General John Cornyn said the settlenent could be a
nodel for other suits around the country against HMOs and ot her
managed care conpani es, which allege that the health plans harm
patients in the nane of profits. Aetna said it woul d consider

i npl enenting the deal's provisions el sewhere.

"“This settlenment puts nedical decisions precisely where they
bel ong, and that is in the hands of patients and their
physicians,'' Cornyn said. ~“W believe this agreenent sets the
i ndustry standard, not just to our state borders, but to a

nati onal |evel.'

Under the deal, Aetna will also broaden patient rights to appea
its decisions to deny coverage for medical care, and wll
establ i sh an onbudsman's office to advocate for patients and
assi st in appeals.

Hartford, Conn.-based Aetna Inc. is the nation's biggest health
i nsurer, covering 21 mllion Arericans, including 2.4 mllion in
Texas.

The Texas case is part of a national backlash against HVMO care
restrictions that includes dozens of suits, along with patient
rights legislation in Congress and in state | egislatures.

The suit against Aetna's U S. Healthcare unit and several other
insurers was filed in 1998 by Cornyn's predecessor, Dan Moral es.
Among ot her things, Mrales alleged the conpanies illegally
conpensat ed doctors who limted patients' nedical care and
penal i zed those who didn't.

HMOs have | ong argued that such conpensation plans are |egal, and
are designed to stop doctors from ordering unnecessary tests and
procedures that drive up the cost of heath insurance.

Under the deal, Aetna wasn't assessed any penalties or required



to admt anything illegal

Extend to Qther States

Aet na spokeswonen Joyce Oberdorf said the conpany is considering
vol untarily extending sone provisions of the deal to other
states, even those in which it hasn't been sued.

""We are revising our entire healthcare nodel. W are in an area
of increased consumer enpowernent. W want to have better

rel ati onships with physicians. W woul d be doing this to achieve
t hose goal s.'

Anong the pact's other major provisions:

Aetna will expand its definition of medically necessary care,
which is often the subject of disputes. Texas physicians will
gain authority in determ ning what care is necessary.

Aetna will provide nore information to consumers about how it
pays doctors and how it determ nes what care is nedically
necessary. It also will broaden the circunstances under which
Aet na nmenbers can appeal denial of coverage.

Aetna will allow individual doctors to choose whether to
participate in some or all of the conpany's health plans
operating in Texas. Previously it required doctors to participate
in all of them even though doctors conplained they were woefully
under pai d under sone pl ans.

Aetna will waive protection under the federal Enployee
Retirenment |Incone Security Act, known as Erisa. That | aw exenpts
heal th pl ans doi ng business with self-insured enployers from
having to conply with state health insurance regul ati ons.

The settlement cones at a time of great uncertainty for Aetna.

Ri sing health care costs and its deteriorating relations with
doctors have hel ped pumel the conpany's profits and stock price.
In February, company chairman Ri chard Huber resigned and the
conpany has since said it plans to split its health insurance

di vision and financial services division into separate conpanies.
Ti m Brown, Aetna regi onal manager, said the agreement woul d not
force the conpany or doctors to increase costs.

Wall Street viewed the deal as mildly positive for the conpany.
Bear Stearns anal yst John Rex said the terns will potentially
have "“positive inplications'' for Aetna as it tries to soften
its inmage with consumers and doctors.

Aet na shares gained slightly on the New York Stock Exchange

Tom Mayo, a | aw professor at Sout hern Methodist University in

Dal | as, praised the deal. ""It takes the nobst direct and
potentially abusive financial incentives away so that physicians
aren't financially coerced into making decisions,'' he said.

The other HM>s sued in Texas were Humana Heal th Pl ans of Texas,
Paci fi Care of Texas, NYLCare Health Plans of the Sout hwest and

NYLCare Health Plans of the Gulf Coast. Cornyn said that if the
others don't agree to a simlar settlenent, he'll seek to bring
t he cases against themto trial.

Not everyone was pleased with the deal

"Y1 think it |ooks like Aetna's new practice will benefit
consuners, but Aetna is being left off the hook for past
practices that harned consuners,'' said Craig MDonal d, director

of Texans for Public Justice, an Austin-based watchdog group
" Aetna should have at |east paid the costs of the
i nvestigation.""'



| nsurance Ti MBS: Senior Citizens Wthout Coverage Pay 15% More For
Prescription Drugs: Study
April 25, 2000, Vol. XIX No. 9

Cinton says findings bolster call for drug coverage for Medicare beneficiaries

by Karen Gullo
Associ at ed Press

WASHI NGTON - Presenting another argument for addi ng drug coverage
to Medicare, the Wite House rel eased a study Sunday show ng
Ameri cans without prescription coverage spend at |east 15 percent
nore for their nedicines than what insurers pay.

Wth the discounts they get for buying in bulk, insurance
conpani es pay |less for drugs - passing savings along to their
enrol |l ees - than Americans who pay full price at the pharmacy

wi ndow, according to a survey of drug prices and coverage by

Heal th and Hunan Servi ces Departnent.

Wi te House officials said the findings bolster President
Cinton's call for drug coverage for Medicare beneficiaries.

Under dinton's proposal, which would cost $195 billion over 10
years, the government would contract with the same drug-
purchasing firnms used by many private health plans to get

di scounts and rebates for bul k purchases.

That would |l et seniors on Medicare benefit fromthe sane | ower
prices for drugs that younger people in private health plans do,
the officials said.

The adm nistration study al so echoed other findings that retirees
wi t hout suppl enmental private drug coverage in addition to

Medi care - which doesn't cover drug costs except those
adnmi ni stered in hospital or clinical settings - get fewer drugs
they need. It found that although health status between the two
groups is simlar, senior citizens without drug coverage purchase
one-third fewer drugs and pay nearly twi ce as nuch for them as
those with coverage.

Usi ng new data from Medi care and audits of pharmacy pricing, the
HHS study al so sought to disprove Republican assertions that |ack
of drug coverage is nainly a problemfor poorer Anericans.

It showed that one out of every four Medicare beneficiaries with
hi gher incomes, defined as about $45,000 for a couple, |ack
coverage for prescription drugs.

"“There is no significant decrease in the gap in drug spending as
i ncome rises, suggesting that drug coverage nakes a difference
across all incones,'' the Wite House said in a statenent.

The study, ordered by President Cinton last fall, cones as the
admi ni stration and Congress are |locked in a heated debate about
how to help elderly and di sabl ed Aneri cans who get health

i nsurance through Medicare pay for drugs.

Cinton wants a drug benefit available as an option for all 39
mllion Medicare beneficiaries that would pay up to $1,000 in
drug costs for about $26 nonthly prem um

He has criticized drug conmpanies for high prices, in particular
price disparities between drugs sold in the United States and



Canada, where the same nedicines often cost much |ess.

Drug conpani es say prices are |lower in Canada because the
government has inposed price controls, sonething they fear could
happen in the United States if drug benefits were extended to
Medi care patients.

Private Sector Response

Al an Hol ner, president of the Pharnaceutical Research and

Manuf acturers of Anerica, said that pressure is building in
Congress for a private sector solution and urged Cinton to work
with | awnakers.

"“The president's plan is the wong sol ution, said Holmer in a
statement. ~“Momentumis growing in Congress for a private sector
approach and we hope the president joins in that initiative.'
Congr essi onal Republicans want to target aid to | ow i ncone people
who they say need the nobst help in paying for prescriptions. GOP
| awrakers have proposed di fferent solutions, such as subsidi zi ng
prem ums or giving tax credits to lowincone retirees who buy
private insurance.

Last week the Senate passed a budget blueprint that earnarked $40
billion to help older Anericans pay for drugs. But the budget
does not require the new program or propose specifics.

VWite House officials say the HHS study probably understates the
price disparity for people w thout drug coverage because insurers
often get rebates and other forns of conpensation after bul k drug
purchases, which further lowers their costs.

| nsurance Ti meS: GE In LTC Agreement Wth Citicorp/ Travel ers
April 25, 2000, Vol. XIX No. 9

GE Financial Assurance will underwite and distribute ong term
care insurance through a long termstrategic alliance with
Citigroup. Under the agreenment, GE will acquire 90 percent of the
long termcare insurance portfolio of Citigroup's Travelers Life
& Annuity unit, as well as enter into a continuing marketing
agreenment with the distribution channels of both Citigroup and
Travel ers.

Terns of the agreement were not disclosed.

GE will provide long termcare insurance to custoners of

Ctibank, Primerica, Salonon Smith Barney, Copel and, and
Travelers Life & Annuity.

According to George C. Kokulis, president and CEO, Travelers Life
& Annuity, "GE s execution capabilities and conmmtnent to offer
quality long termcare insurance nake it a natural partner for
our professional independent agency force and our affiliated
Citigroup distribution channels."

| nsurance Ti MBS: Former R Gov. Diprete Sells Insurance Agency
April 25, 2000, Vol. XIX No. 9



CRANSTON, R 1. - The famly of fornmer Gov. Edward Di Prete has
sold its insurance business but will retain its real estate
conpany.

Di Prete, who was rel eased fromprison in Decenber after serving
11 nmonths on corruption charges, sold insurance policies before
he becane gover nor

He al so sold insurance when he was on work rel ease fromstate
prison | ast year. But five days into the work rel ease, the state
revoked his license, citing federal |aw barring convicted fel ons
fromselling insurance

A DiPrete famly nenber told The Providence Journal that the

busi ness on Reservoir Avenue in Cranston was sold to a Cranston
man, Angel o Menna.

No further details of the sale were rel eased.

Di Prete, a Republican, held office from 1985 to 1991. In Decenber
1998, he adnmitted to trading state contracts and | eases for about
$250, 000 i n canpai gn contri butions.

| nsurance Ti mesS: Personal Lines: Kelly succeeds Countryman as Liberty
Mut ual chai rman; SI AA nanmes Boynton; former U.S. Attorney Budd joins John

Hancock; NAI FA reorgani zes staff; Shroat naned by Travelers
April 25, 2000, Vol. XIX No. 9

Li berty Mitua

Li berty Mutual Insurance Co. chairman Gary Countryman has
announced his retirenent. He'll be replaced by current president
and chi ef executive officer Ednund Kelly, who was el ected by the
conpany's board of directors.

Countrynan, 60, will remain with the conpany as chairman eneritus
and will also serve on the board.

Countryman becane chairman and chi ef executive officer in 1992
and continued as chai rman when Kelly, 54, took over as chief
executive officer in 1996.

During Countryman's tenure, Liberty Mitual's revenues grew from
$4.9 billion to $13.6 billion and assets increased from $10
billion to $54 billion

Last August, Liberty Miutual G oup announced 1,500 job cuts and
said it woul d reduce expenses by $150 nmillion. It blaned the cuts
on industry w de stagnation

Kelly said a prol onged comercial insurance price war had pulled
down profits.

""We nust inprove our operating performance and produce nore
sati sfactory earnings in several of our comercial insurance
busi nesses,’'' he said in a statenent.

Li berty Mutual is ranked 111th anmpong the Fortune 500 | argest
corporations in the United States. The conpany has nore than $54
billion in consolidated assets and $65 billion in assets under
managemnent .

SI AA and SAN Group

Strategi c I ndependent Agents Alliance (SIAA), the nation's

| argest network of independent insurance agents, and Satellite
Agency Network Group (SAN Group), the largest independent agency



network in New Engl and, have appoi nted Cynt hia Messer Boynton of
Swanzey, N H., as director of comunication and public relations.
Boynton is responsible for witing press rel eases, menbership
conmuni cati ons, newsletters, recruitnent publications, and
advertising and comruni cati on strategies. She is also in charge
of website managenent and devel opnent.

Boynton brings to SI AA SAN a vari ed background in conmuni cati ons
and news gat hering. Her experience includes positions as

tel evision news reporter, local cable news director, public
relations and publicity assistant, and nedi a sal es
representative. During her years in the television news industry,
Boynton covered | ocal, regional, and national events and received
honors for her work.

SI AA and SAN Group currently wite nore than $1.25 billion in
networ k prem um vol ume. The network has experienced rapid
expansi on in nmenbership and currently enconpasses master agencies
in 111 territories in 44 states. SIAA is now conposed of 441
menbers.

NAI FA

In a nove to enhance its legislative and regulatory efforts, the
Nati onal Association of Insurance and Financial Advisors (NAlFA)
has announced staff changes.

"NAl FA continues to evolve with the financial services industry
and is extrenely fortunate to have talented and flexible staff to
hel p us nove to where we want to go as an association," said
Arthur Kraus, NAIFA's executive vice president and chief
executive officer.

David A. Wnston has been naned vice president of government
affairs and will oversee NAIFA' s federal governnent affairs
operation, including determ ning |egislative strategy and

coordi nating the association's grassroots and politica
activities. Wnston joined NAl FA as counsel for governnent
affairs in 1980 and was pronoted to associate general counsel in
1989. He has al so served as executive director of NAIFA' s
grassroots political involvenent program

WIlliam R Anderson, a 22-year veteran of the NAIFA | egal team
has been named vice president and associ ate general counsel of
the I aw departnent, with primary responsibility for state

i nsurance | egislation and regul ation

M chael L. Kerley, senior vice president and senior associate
general counsel, will assunme the position of executive vice
presi dent of the Association of Health Insurance Advisors (AH A).
In this newrole with AHHA, Kerley will be the chief staff

of ficer of this Conference of NAIFA and responsible for federa
health legislation. He will also retain his duties as

adm ni strative supervisor of NAIFA PAC.

Since joining the NAIFA staff in 1969 as counsel, Kerley has been
engaged in all aspects of the government affairs departnment,
particularly in the area of federal |egislation

Founded in 1890 as the National Association of Life Underwiters
(NALU), NAIFA is a federation of alnost 1,000 state and | oca
associ ati ons representing nearly 100,000 insurance agents.

Al lied Anerican
Al lied Anerican Insurance in Natick, Mss. announced several new
appoi nt nent s.



Joseph T. Carroll has been naned a vice president. Carroll has
nore than 18 years of experience in insurance sal es and service.
In 1982, he joined Mahoney & Wight in 1982, which Alied
acquired in 1997.

Roy T. Grafton has been hired as an assistant vice president and
clains nanager. Grafton will be responsible for managing Allied
American's clainms departnents, clains services, and establishing
rel ati onships with clients and carriers.

John Hancock

Wayne A. Budd, a former U S. Attorney for Massachusetts and
Associate U S. Attorney General, wll join John Hancock Fi nanci al
Services as the company's top | awer.

Budd was appoi nted executive vice president and general counsel

t he Bost on-based conpany announced.

Currently group president of Bell Atlantic-New England, Budd will
begin work as executive vice president on May 25. He will assune
the role of general counsel on Nov. 1, when Richard Sci pione
retires fromthe post.

A native of Springfield, Budd has been a nenber of John Hancock's
board of directors since 1998. He will remain a nmenmber of the
boar d.

Pr oMut ua

ProMut al Group, Boston-based nmedical mal practice insurer
recently appointed Janice Wlson Allegretto as vice president and
general counsel. Allegretto joined the conpany in 1997 as

associ ate counsel and was pronoted to counsel in 1998. Prior to
joining ProMutual, she held positions with the Massachusetts

Di vision of Insurance and the Plynmouth County District Attorney's
of fice.

Travel ers

Jerry Shroat, fornmerly head of strategic distribution for

Travel ers Property Casualty, has been appoi nted chief executive
of ficer of personal lines for the conpany.

He reports to Jay Fishman, chairman and chief executive officer
Shroat joined Travelers after years with G eat Anerican and
Progr essi ve.

New York Life

Parra Elizabeth Vaughan has joined Axa Client Solutions as senior
vi ce president for marketing comuni cations. She is responsible
for marketing Axa Advi sors and Equitable Life Assurance Society
of the U S

The MONY G oup

The MONY Group announced that Panela J. Duffy has joined the
financial services firmas vice president of product devel oprent.
Duffy will oversee the conpany's conpensation programfor nore
than 2,100 career agents. |In addition, she will also be
devel opi ng new products for the conpany's alternative

di stribution channels. Mst recently, Duffy was with Metropolitan
Life.

GAMA Hal | of Fane
Al an Press, a Guardi an general agent eneritus and current



consul tant, was inducted into the GAMA I nternati onal Managenent
Hal | of Fane during the group's recent annual neeting in Boston.
Press is the first Guardi an general agent to receive this honor.
The award is based on outstanding contributions to the career
system of marketing |ife insurance.



