| nsurance Ti MeS: Low Rates Could Scuttle Mass. OEM Endor senent
Cct ober 24, 2000, Vol. XIX No. 22

Approved rate formula danpens insurers' enthusiasmfor new rider

by Mark Hol | mer
| nsur anceTi nes

BOSTON - Expected low rates could kill an optional industry endorsenent for

ori ginal equi pment manufacture parts by making it financially unfeasible for
many i nsurance conpanies to offer

The reason stens from I nsurance Comm ssioner Linda Ruthardt's recent approval of
a mechanismto calculate rates for the Autonobile |Insurers Bureau-sponsored
endor senent, which covers the use of CEM parts to replace crash-damaged ones.
Rut hardt approved | egal aspects of the proposed endorsenent on June 2 but rates
haven't been established yet. The AIB filed its plan nine nmonths ago, on Dec.
23.

Her latest decision in the matter, handed down Sept. 29, dictates that
endorsenent rates thenselves can't be cal cul ated based on this year's nunbers,
Rat her, that will happen in Decenber, when Ruthardt establishes overall auto

i ndustry rates for 2001

But the approved mechani smwould establish rates | ess than half of those
recommended by the AIB based on this year's figures, said Daniel Johnston, the
Al B president.

Lower Figures

The Al B recomrended a premiumrate of 13 percent of collision and 2 percent of
conpr ehensi ve, but Ruthardt approved the equival ent of 5 percent of collision
and 1 percent of conprehensive.

Johnston said the nunber will likely still be much [ ower using 2001 figures, and
that the nechani sm "does not | eave enough to pay clains" for conpanies that my
choose to use the optional endorsemnent.

Interviewed earlier, Richard Derrig, the Al B senior vice president, confirmed
that the rate the Al B endorsenent ends up with "could be too low ... to
proceed. "

Even if a rate is approved, Derrig said, it nmay be too | ow for the endorsenent
to go into effect.

The AIB will ultimtely have to decide whether to file the final endorsenent
once 2001 rates are set.

The mechani sm actually approved by Presiding Oficer Jean Farrington (and then
affirmed by Ruthardt), essentially follows a State Rating Bureau reconmendati on
rather than the AIB, Johnston said.

Still, Farrington, in her decision, wote that the AIB s proposed mnethodol ogy to
devel op an endorsenment rate was "appropriate" and that the AIB's estimtes for
claimcost increases regarding the difference between OEM and afternarket parts
"are reasonable."

But Farrington said the AIB hasn't "supported any adjustment to claimcosts
based on anticipated price increases froma reduction in conpetition ... | wll
t heref ore approve the Al B s approach without the proposed additional claimcost
val ues. "

Farrington al so said the 2001 endorsement rates "should reflect conmm ssion
paynments."

A voluntary endorsenent that covers OEM parts would signify a big change in the
Massachusetts insurance industry.



The state requires using aftermarket or generic auto parts for repairs rather
than new ones, as long as they are "of like kind and quality" and cheaper,

unl ess vehicle safety is affected.

I nsurance mechanics can use CEM parts if they can't find cheaper ones, or if a
vehicle is newer than 15,000 nil es.

Endi ng aftermarket parts would cost 4.6 percent nore for cars with a 1990-1997
nodel year, the AIB said in an actuary report issued earlier this year.

Rut hardt still plans to issue a bulletin regarding the marketing of the

endor senent "on a non-discrinmnatory basis" and how its details will be offered
to consumers.

| nsurance Ti mesS: Privacy, Agent Licensing Are Priorities For Conn.'S

Cogswel
Cct ober 24, 2000, Vol. XIX No. 22

by Mark Hol | mer
I nsuranceTi nes

HARTFORD - Connecticut regul ators hope they' |l be anmong the first to debut

proposed privacy regulations later this fall, but they' Il only include half of
t he NAI C nodel .
They' || address how to protect private financial information, but protection of

personal health details isn't included in the initial proposals. The Nationa
Associ ation of |nsurance Comm ssioners includes both elements in its nodel
privacy legislation intended as a guide for states.

According to Insurance Conmm ssioner Susan Cogswell, the om ssion makes sense
because the action avoids conflict with inpending federal regulations covering
the sane territory.

"The Heal th and Human Services Administration will be putting out (its) own
health privacy regulations within a nonth ... we don't know what that's going to
ook like...(or) if they will be in conflict with the NAI C nodel," she said in a

recent |nsuranceTimes interview.
Cogswel | al so spoke on a nunber of other issues during the interview, including
the year's |l egislative agenda and the Internet.

Acting Sensibly

Regar di ng proposed privacy regul ations, she said her departnment was acting

sensi bly by withholding the health portion of privacy regulations until the
federal ones kick in first.

This will allow regulators to add proposed health privacy regulations after the
fact that conplenent rather than conflict with federal ones, Cogswell said.
"We'd rather not have conpanies go through this twice," she said. "W already
have statutes on the books that protect health infornation so we can wait to see
what the feds have."

The Gramm Leach-Bliley (G.B) financial services nodernization | aw passed in 1999
al  ows banks and insurance conpanies to junp into each others' businesses.

Under the G.B | aw, states have a three-year deadline to come up with uniformor
reci procal licensing standards; at |east 29 nust do so or a federal agency would
be created to do it for them

GBinitally called for states' privacy regulations to kick in by Novenber, but
federal regulators and the NAIC have put off the deadline until July 1.



Conpany Bulletin

Connecticut plans to notify insurers about the change in a special bulletin
Cogswel | sai d.

Wthin a month, Cogswell said, the proposed regulations will be sent
successively to the Governor's O fice of Policy and Managenent, the state
Attorney General's office and a legislative conmttee for review

The public can attend the legislative conmttee, Cogswell said, but a public
hearing woul d be held only if enough people ask for one. Expect at |east for
nonths for the entire process.

O her issues Cogswel | addressed:

e Producer licensing legislation. This is the priority for the year, she said,
which also falls into place under Granm Leach-Bliley. "The NAIC has put a | ot of
work into the nodel and Connecticut would |ike to be one of the first states to
adopt (the legislation)," she said.

e One-stop-financial services. Since the G.B |law, there hasn't been a rush
nationally or in Connecticut to formfinancial-services hol ding conpani es,
Cogswel | said, under which banks and insurance conpani es nerge.

Connecticut has a leg up on the law, Cogswell said, because the state has had
banks selling insurance since at |east 1997. The state has also had a financia
hol di ng conpany prior to GLB - with Ctigroup purchasing Travel ers |nsurance.
"We began working i mediately with federal regulators,"” she said. Cogswell added
that Connecticut's practice has served as a nodel nationally for functiona
regul ati on, where federal bank and state insurance regul ators perform separate
functions, but both share information so they don't "put an undo burden on
conpani es. "

I nformati on Shari ng

Connecticut, she said, is the only state that has an information sharing
agreement with the Federal Reserve concerning insurance/banking regul atory

i ssues.

e The Internet. Cogswell said it's hard to predict how nuch of the nmarket it

will be in the future, but adnits "certain people are using it as a tool to go
shoppi ng" for insurance. She said it's up to the Insurance Departnent to "make
sure consumers know what they're doi ng when they go online to buy insurance.
"The chall enge is how best to protect consuners while allow ng that conmerce to
nove forward," she said.

e Individual Health Insurance Market. Cogswell said the market in Connecticut is
difficult as it in other states, though Connecticut "probably has nore comnpanies
than ot her New Engl and states offering the product, but it is expensive."

| nsurance Ti MBS: R A 'Showcase State' For Natural Disaster Planning
Cct ober 24, 2000, Vol. XIX No. 22

Taki ng steps to prepare towns, businesses

NEWPORT, R. 1. - The hurricane of 1938 was one of the worst natural disasters in
New Engl and history, killing hundreds of people and costing nore than $4 billion
in today's dollars.

At a recent national conference, Disaster Safety: Choice or Chance?, sponsored
by the Institute for Business & Hone Safety, an expert asked how Rhode Isl and
mght fare today in a sinmlar disaster

"What woul d happen if Rhode Island faced a hurricane, flood or other natura



di saster right now? How woul d the state cope?" asked David Vallee, a service
hydrol ogi st with the Nati onal \Wather Service.

A simlar event to the hurricane of 1938 would cause nore than $1 billion in
damage to property in the Ocean State al one. Homes, businesses, infrastructure
and the environnent are exposed to potential |osses. "Qur famlies, property,
equi prent, hi ghways, airports and waterways can be inpacted, resulting in
financial |oss, economc disruption as well as |long-term ecol ogical, social and
cultural effects,” commented David Odeh of Odeh Engineers, Inc., a structura
engi neering and consulting firmin Providence.

According to Odeh, the state can benefit frominplenentation of the |IBHS
Showcase for Natural Disaster Resistance and Resilience nodel inplenented in
Rhode |sl and t hrough an executive order signed by Gov. Lincoln Al nond in
December 1998. Organi zed around 14 el ements, including adopti on and enforcenent
of building codes, integration of natural hazard inpacts into | and use pl ans,
up-to-date response and recovery plans, and busi ness preparedness, Rhode Island
is providing a systematic and cost-effective framework for disaster preparedness
and recovery that can be adopted by other states nationw de.

Val | ee. who spoke about state nitigation efforts, noted that Charl estown,
Whonsocket and Pawt ucket were anmong the town that have taken initiatives to
actively address the threats. "These parts of Rhode Island have al ready

devel oped short and long termplans to deal with the risk, and other cities and
towns are in the process of doing the sane.™

Val | ee mai ntai ned that Rhode |sland nmust educate its consuners and the nedia
about better disaster preparation. "W mnmust continue to press cities and towns
to enforce hazard-resistant building codes and to nore appropriately use
available land in light of the flood hazards in these commnities. Partnerships
are the nost efficient and effective means to get the biggest bang for the
buck. "

VWil e better building codes, stronger code enforcenent and new buil di ng
techniques and naterials are critical aspects of a sound mitigation strategy,
they constitute only part of the total framework, according to Panela M Pogue,
fl oodpl ai n managenent coordi nator for the Rhode |Island Energency Managenent
Agency. "Decisions on where to build and how to manage devel opment within a
conmunity are just as inportant as decisions on howto build. Wthout thoughtfu
| and use planning, the franework is inconplete and efforts to contain natura

di saster |losses will be ineffective."

Pogue noted that the nbst recent disaster, Hurricane Bob, which struck Rhode
Island in 1991, causing nmore than $1.5 mllion in damage to marinas, harbors and
boats, has already faded frommenory. "W need to minimze damage to mari nas,
harbors and boats through conprehensive | and use plans, harbor nanagenent and
wat er shed managenent plans," she said.

The IBHS and its partners |aunched the Rhode |Island Showcase State for Natura
Di saster Resistance and Resilience, Pogue said, to explore just these issues.
"The state, under the | eadership of the Rhode Island Energency Management Agency
will conplete a statewi de hazard anal ysis and ri sk assessnent and provi de
assistance to nunicipalities to identify their natural hazard risks," Pogue
said. "It will also develop partnerships with businesses to provide a public-
private link for coordinated nmitigation, preparedness, response and recovery,
promot e and support enforcenment of the | atest nodel buil ding code and encourage
conmunities to participate in the National Flood Insurance Program and the
Conmunity Rating System"

According to Odeh, whose firmreceived a contract fromthe National Oceanic and
At mospheric Administration to performan initial assessnent of risk for the
showcase state, "in-state technology can help identify and create an

under standi ng of risk. Public-private partnerships can foster sustainable
econom ¢ devel opnent and better disaster preparedness. The | BHS showcase state
initiative has forged key partnerships for progress in reducing | osses from



di saster and is creating a nodel for other states."

Joseph Madden, director of external relations and comunity affairs for MetLife
Auto & Home, headquartered in Warwi ck, said the value of preparedness can't be
underestimated. "Conpanies can take initiatives to build awareness with

enpl oyees, " he said. "Retrofitting efforts, such as the use of tenpered gl ass
and shutters provide an exanple for enployees to take back to their hones and
use. "

"As an insurance conmpany, we want to do our part," Madden added. "We hope what
we're doing will inspire other businesses to participate.”

Jeffrey Johnson, vice president for community relations with Beacon Mitua

I nsurance Co., based in West Warwi ck, explained that conpanies are al so exposed
to post disaster workers conpensation clainms. "Enployers could reduce workers
conpensation clains by having a plan, and preventing enpl oyees from doi ng
emergency repair work they are not famliar with or qualified to do."

Johnson, whose conpany insures nore than 1,000 busi nesses in Rhode Island, said
t hat busi nesses need to be educated about planning for recovery. "A disaster
coul d adversely inpact your workers conpensation premuns for four or five
years," he said. "W don't want that to happen.”

Smal | busi nesses al so need to know the risks they are exposed to, explained
Robert D. Hamin, director of the state's Small Busi ness Devel opment Center
"Nearly 97 percent of businesses in Rhode Island are snall businesses. If a

di saster were to strike, how woul d these busi nesses repay a | oan?"

Ham in said that when comnpani es are thinking about a business plan, they should
al so consi der disaster planning. "Wat happens to inventory if a disaster
strikes? You need to raise the consci ousness | evel of disaster mtigation."
John Col enbeski, president, Rhode |sland Reinsurance Association, noderated the
panel .

The IBIS is a nonprofit initiative of the insurance industry to reduce the
soci al and financial costs of natural disasters. It recently relocated its
headquarters from Boston to Tampa.

| nsurance Ti meS: Anmerican Enterprise Life Insurance Conpany
Oct ober 24, 2000, Vol. XIX No. 22

Cct ober 24, 2000

Anerican Enterprise Life Insurance Conpany
Adm nistrative Ofices

829 AXP Fi nanci al Center

M nneapolis, MN 55474

The above conpany has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact Variable Life insurance in the
Conmonweal t h.

Any person having any information regardi ng the conpany which relates to its
suitability for a license or Certificate of Authority is asked to notify the
Division by personal letter to the Conm ssioner of Insurance, One South Station
Bost on, Massachusetts 02210 Attn: Financial Surveillance and Conpany Licensing,
within 14 days of the date of this notice.



| nsurance Ti meS: Mass. Board Concludes Afternarket Parts Not Equal To

OEM Parts
Cct ober 24, 2000, Vol. XIX No. 22

by Mark Hol | mer
| nsur anceTi nes

BOSTON - An industry board report concluding that structural aftermarket parts
"are not what they could or should be" and nay jeopardi ze vehicle safety is now
in the hands of Massachusetts |nsurance Conmi ssioner Linda Ruthardt.

Among t he concl usions by the Massachusetts Auto Danage Apprai sers Licensing
Board: "Structural aftermarket parts should not be allowed to nasquerade around
this Commonweal th as being |like/kind/ quality parts that are sinply nmade by a
conpetitor of the original manufacturer.”

ADALB Chairnman G | bert Cox, Jr., plus board nenmbers Walter Thomas and Joseph
Val arioti signed the majority report, which was to be sent to Ruthardt on Cct.
18 followi ng the ADALB regul ar neeti ng.

Rut hardt had asked the board to subnmit its reconmendations to her after a
Consuner Reports article |ast year suggested certain aftermarket parts were
unsaf e.

She will also be considering a six-page mnority report by board menbers Peter
Kenyon and Donald Spinelli criticizing the board' s two related majority notions
passed earlier in the year

"The majority ignores the facts that mllions of aftermarket cosnetic and
structural parts have been used in the United States for the past 20 years

wi t hout any apparent safety problens," they concl uded.

The Alliance of Anmerican Insurers issued an Oct. 18 press rel ease al so
criticizing the ADALB majority report.

"It is difficult to understand how the Board cane to its conclusion since the

I nsurance Institute for H ghway Safety ... has gone on record declaring generic
repair parts don't affect vehicle safety,” said AAl regional manager Frank

O Brien.

"It is particularly suspect given that the prelimnary report stated it did not
recei ve any scientific evidence that shows generic parts are unsafe."

The ADALB passed two aftermarket notions by a 3-2 vote at its May 24 neeting
i n Marl borough. One concluded that "structural afternmarket parts are not of
like/kind and quality" to original manufacturer parts and "may" conproni se
vehicl e safety. The other notion stated "aftermarket parts are not the exact
duplicate of the factory original parts and may jeopardi ze" overall vehicle

saf ety and val ue.

The 10-page mpjority report attenpts to explain the board' s reasoning for the
May 24 notions, and OEM and aftermarket parts.

"It is not our intention to ban (the use of aftermarket parts) or to ignite a
crusade against their use. In fact the Board voted 4-0 that afternmarket parts
have a neani ngful place in the repair of an autonobile."

However, the board was presented "with several exanples of aftermarket
structural parts that were clearly not the equal of CEM parts with respect to
their weight, nethods of reinforcement or bracing and thickness of netal.
"These parts, because they are lighter, thinner and | ess braced are clearly not
of like/kind/quality to CEM parts,"” the report concl udes.

Manuf act uri ng Defects
Further, the report adds "afternmarket cosnetic crash parts appear to suffer from
t he sane nanufacturing defects as aftermarket structural parts. Their overal



weight, rigidity and quality of netal and plastics differs fromtheir CEM

count erparts.

"It is very safe to assert in witing that the quality and fit of

aftermarket cosnetic parts are not the equal of an original."

Aftermarket structural crash parts can include bunpers, bunper supports,

radi ator supports and frame rails, while fenders, door skins and grilles are
cosnmetic crash parts.

The majority report points out that Bay State consuners "are not protected by
any federal or state safety standards" when they purchase individual auto parts
and that "individual parts are not crash tested or otherw se certified" by any
federal agency.

The majority report urges auto body shops and consuners to choose parts based on
quality rather than bottomline (afternmarket parts can be cheaper), which "wl]|
lead to the manufacturing of better parts.™

Board nenbers did vote 4-1 to ask Ruthardt to explore ending the use of generic
parts after a car has been driven 15,000 mles or nore, and focus repair

deci sions instead on the vehicle condition itself.

Al so nentioned in the mgjority report is the board' s unani nbus vote to note
"there is no recall systemfor aftermarket parts in existence," and reconmrend
establishing a 1-800 nunber so a purchaser can verify if a part is being
recal | ed

| nsurance TimMeS: R Ruling On Insurer/Auto Body Ties Expected Soon
Oct ober 24, 2000, Vol. XIX No. 22

PROVI DENCE - Insurers and auto body shops are expecting a court decision within
the nonth on whether auto insurers can nmaintain direct relationships with
certain repair shops.

The issue at the heart of the so-called Crown Collision case is Rhode Island' s
aut onobil e direct repair program Under Rhode Island law, an appraiser is

prohi bited from worki ng out of a body shop

The case involves Crown Collision of Pawmtucket and its activities relating to
its agreement with United Services Autonpbile Association (USAA).

The Department of Business Regul ation (DBR) on June 30 ordered Crown to stop
perform ng danaged vehicl e appraisals without a |license and to stop repairing
vehicles it had appraised. The DBR al so cited Crown for not maintaining separate
of fices for the appraisal and repair activities as state |law requires. The
Cease and Desist Order was set to take effect in 60 days.

This action stemred fromcharges initially brought by the DBR in 1998. At that
time the DBR issued a conplaint charging that Crown Collision's arrangement with
USAA viol ated state | aw.

The DBR al |l eged that Crown was apprai sing damaged notor vehicles for USAA

wi t hout hol di ng the appropriate danaged vehicl e appraiser |icense. The DBR al so
clains that Crown and USAA infringed upon insureds' "free choice" to select a
repair facility.

Crown appeal ed the DBR decision and a Superior Court judge granted its notion
for a stay. Additionally, the judge's order provides that the court will hear
this matter on "an expedited basis."

The National Association of |Independent Insurers (NAIl) has been nmonitoring this
case fromthe outset. NAIl Counsel Gerald Zi mrerman notified nember comnpani es of
the recent activity. "Qur nembers should know that presently direct repair

rel ati onshi ps between insurers and auto body shops are not outlawed in Rhode



I sland. However, it is likely the Superior Court will rule on this issue at the
end of Cctober or early Novenber," Zi mernan said.

| nsurance Ti meS: PIANJ To Fund Agent Lawsuit Against |nsurer
Cct ober 24, 2000, Vol. XIX No. 22

TRENTON, N.J. - The Professional Insurance Agents of New Jersey Inc. said it
will fund the appeal in a case it believes is of "utnpst inportance" to

i ndependent agents.

The case, R J. Gaydos Insurance Agency vs. NCIC, is currently pending before New
Jersey's high court. Holding that an insurance conmpany viol ates the FAI R Act
when it termi nates an agency for a high volune of high loss ratio policies, the
New Jersey Appellate Division decided in favor of Gaydos, pronpting the Robert
Plan (the now defunct NCI C s parent conpany) to appeal to the New Jersey Suprene
Court.

Gaydos chose not to incur further |egal costs to defend his favorable ruling
before the high court.

The FAIR Act prohibits insurers from"penalizing an agent by paying | ess than
normal comm ssions or compensation because of the expected actual experience
produced by the agent's auto business or because of the the geographic |ocation
of the business witten by the agent. However, there is no | aw that says an
agent cannot be terminated for these reasons. Wth the appellate court's
favorable ruling, there is now case law in the state prohibiting such

term nations, notes PlIAN] President Kenneth Auerbach

"It is extrenely inmportant that all efforts are made to see that the Suprene
Court affirms this ruling," Auerbach said.

There is a secondary issue at stake, as well: whether an agent may bring a
private cause of action against an insurer under the FAIR Act. The defendant in
the case is arguing that the agent's appropriate renmedy is not to sue in a
private court action but to seek administrative relief fromthe Departnent of
Banki ng and | nsurance.

"The ability of an agent to bring a private cause of action against insurers for
violations of the FAIR Act would greatly benefit all agents by opening up

anot her avenue of recourse which could provide themw th noney damages."

Auer bach sai d.

| nsurance Ti NMBS: Third Quarter U S. Catastrophe Losses Lowest In Years
Cct ober 24, 2000, Vol. XIX No. 22

NEW YORK - U.S. catastrophe | osses for honeowners and busi nesses are at their
lowest third-quarter level in 11 years, according to the Insurance Services
Ofice.

Insurers paid out $315 million for the period for three catastrophic events,

conpared with $2.1 billion for seven events in last year's third-quarter period.
Both figures, however, pale with third-quarter 1992 property |osses of $17.4
billion, caused by Hurricane Andrew and seven ot her catastrophes.

The three events that affected the nbst recent third-quarter |osses took place
in 12 states, nostly in Mdwestern states including Mnnesota, Wsconsin, OChio,



M chigan and Illinois. Arong them an early July thunderstormthat caused $150
mllion in damages.

So far this year insurers have paid out $3.84 billion in catastrophe | osses
conpared to $8.06 billion in the first nine months of 1999 and $9.6 billion in
the sane period in 1998. This year's third-quarter |osses canme from over 100, 000
clai ms, |SO said.

| nsurance Ti meS: New England Fidelity Liquidation To Trigger State's

Guaranty Fund
Cct ober 24, 2000, Vol. XIX No. 22

Recei vership to seek principal of $2.75 million |oan

by Mark Hol | mer
| nsur anceTi nes

BOSTON - New England Fidelity is on the road to liquidation, |ess than two weeks
after a judge ordered the small auto insurance conpany placed in receivership
Massachusetts | nsurance Conmi ssioner Linda Ruthardt filed the state's | atest
petition for liquidation in Suprenme Judicial Court on Cct. 5.

"The Conmi ssioner has determ ned that New England Fidelity is insolvent,"”
expl ai ned Chri stopher Goetcheus, the Division of |Insurance spokesman

Nov. 15 Target Date

A hearing date is scheduled for Nov. 9 at 2 p.m, with a targeted |iquidation
order of Nov. 15. If approved, that's the date that triggers the state's
guaranty fund - which would cover outstanding clainms up to $300, 000, including
clains on policies that remain in force through Jan. 15.

Bob Florian. New England Fidelity president and chief executive officer, blamed
the conpany's failure, in part, on too rmuch ERP business. But the DO's quick

i nsol vency determ nation also revol ves around a conplicated i ssue concerning a
$2.75 mllion bank | oan, and New England Fidelity's June 30 unaudited financia
st at enent .

The conpany filed its unaudited statenent with the DO on Aug. 14 and revealed a
surplus reduction from$6.1 mllion last year to $2.7 nmillion as of June 30.
(That's far below the $5.75 mllion m ni num surplus the conpany needed.)

But $2.75 million of the conpany's assets as of June 30 are froma March 1999

| oan a Family Bank subsidiary made to New Engl and Fidelity's parent conpany,
known as LADD Fi nanci al G oup.

Loan Agreenent

The agreenent allowed LADD to use the | oan nobney to add capital to New Engl and
Fidelity, according to the receivership petition. In return, LADD pledged 51
percent of New England Fidelity stock as coll ateral

Meanwhi |l e, the DO approved the deal and LADD "drew down on the |oan" and punped
$2.75 mllion in capital into New England Fidelity.

DA receivership officials take i ssue, however, with how the conpany classified
the loan on its financial statenents.

New Engl and Fidelity reported the noney as an asset on its financial statenents,
t he recei vership paperwork said. But the conpany actually deposited the noney
"into an account with the Bank pursuant to an |Investnment Management Agreenent.”
This agreenent allowed the bank to manage the $2.75 nillion and in return, New



Engl and Fidelity could receive earnings fromthe noney as |ong as LADD didn't
default on the loan. But the contract, Goetcheus said, did not address if the
principal could be returned to New Engl and Fidelity.

Wth adjustnents for the | oan, New England Fidelity's surplus is now estinmated
to be "a negative $2.6 mllion," according to the |iquidation petition

New Engl and Fidelity may still have gone under if the bank returned the |oan
but the noney "could have given the receiver nore tine to | ook at options,"”
CGoet cheus sai d.

Though the bank has kept the nmoney for now, the DO receivership plans to fight
for return of the noney, Goetcheus said.

"The agreenment between New Engl and Fidelity and the bank shoul d have been
brought to the Division's attention and never was," he said.

"We had the right of approval or refusal."

The conpany petitioned for relief from Commonwealth Auto Reinsurers (CAR) on
July 21 because it had reached nearly 158 percent of its "ought to have"

excl usi ve representative producer (ERP) business |evel, and was oversubscri bed
by 4,554 ERP exposures. However, that relief cane too late to save the insurer
whose ERP exposures accounted for about a third of its total book of business.

| nsurance Ti MBS: Laser Surgery Benefit For City Of Hartford Enployees

"Not A Major Item
Cct ober 24, 2000, Vol. XIX No. 22

by Mark Hol | mer
| nsur anceTi nes

HARTFORD - Two nmj or newspapers generated sone buzz recently about one of the
City of Hartford' s unusual health benefits for city enployees: cosnetic |aser
eye surgery.

The New York Times and The Hartford Courant wote about how many city enpl oyees
have had some formof the |aser eye surgery benefit in their health plans for
years. But its use has clinbed, they said, as the outpatient surgery to restore
20/ 20 vision has becone nore popul ar

The Tines reported that Dr. Richard Fichman, a Manchester ophthal nol ogi st, even
began to drum up | aser eye surgery busi ness by sendi ng people to Hartford
schools and City Hall to hand out panphlets.

Fi chman did not return calls from InsuranceTi mes seeki ng coment.

According to Gene Surrett, risk nanager for the City of Hartford, the benefit is
no big deal

City enmpl oyees - including the Board of Education, teachers and City Hall

wor kers, about 5,300 in all - are covered by a union approved health plan, he
said. That plan includes the |aser eye surgery benefit, which costs a mninum
$3,600 for both eyes, according to The New York Tines.

Surrett told InsuranceTines that 408 peopl e have used the procedure since 1996,
costing about $1.4 mllion over four years out of a $37 mllion total annua
health benefit price tag for the city.

An earlier version of the procedure, known as radial keratotony, used to be
included in the city's major nmedical plan with Traveler's. Wthin | ast decade
the city switched to PPO coverage, but maintained coverage levels agreed to in
uni on negotiations. As a result, the benefit, considered non-standard coverage,
is now part of the city's coverage through Anthem Bl ue Cross and Bl ue Shiel d.
Surrett said the $1.4 million eye surgery bill, accumul ated since 1996,



represents a small nunmber in the city's total health care coverage costs.

"I't's not ... one of our najor itens," he said.

Surrett added that while cosnetic surgery insurance coverage is unusual, he's
not "totally convinced" that this is cosnetic.

"I'f you l ook at a policeman or fireman they need to have their vision as best as
t hey possibly can to make sure they do their job correctly, so it nay be an
important itemfor them For soneone |ike that, you want to nmake sure they can
see the way they're supposed to see."

Carol Pompano is Anthem s regional public relations nmanager. She said the
conpany doesn't usually cover the surgery, but "larger groups can request their
pl ans to cover what they wish (thenm) to cover."

| nsurance Ti meS: New Yorkers Gain Access To Physicians' Malpractice

Records, Hospital Report Cards
Cctober 24, 2000, Vol. XIX No. 22

Anny Kuo

Associ ated Press

ALBANY, N. Y. - New Yorkers will be able to access mal practice records and ot her
background i nformati on about physicians under a bill signed into | aw by CGov.

Geor ge Pat aki .

Under the law, the state Health Departrment will collect and post ~“profiles'' of
doctors in an Internet database that will include information |ike where doctors
were educated, the nanes of other doctors in their practice, the health care
plan they participate in and the name of the mal practice insurance provider.

The |l egislation also requires nal practice judgments, crininal convictions and
state disciplinary actions within the last 10 years to be |isted. Ml practice
settlenents within 10 years would be included if there are nore than two or if
the health commi ssioner orders that they be listed.

Patients will be able to look up a doctor's information by accessing the
departrment's Web site or through an 800 tel ephone nunber.

The new | aw i ncl udes a " physicians m sconduct reporting' ' requirenent that
narrows the time frame in which hospitals and health care plans rmust report
suspected mi sconduct by a doctor from 60 days to 30 days. They must also clearly
state the reason for a doctor's disnissal or resignation.

It also requires the state health and education departnents to i mediately alert
hospital s and health care plans of disciplinary actions against a doctor and
creates new crimnal penalties for insurers who fail to report mal practice
payments.

In addition, the state Board of Regents will need to consult the Health

Depart nent before restoring a revoked physician's |icense. The department wll

al so have veto power over |license restorations.

A state " Patient Safety Center'' will be established to collect information
about medical errors and nake recommendations to reduce such m st akes.

The Health Departnent's Wb site will also include hospital and health care plan
"report cards'' that provide infornmation about avail able services. The hospita
report cards will be based on the state's Cardi ac Report, which ranks hospitals
and surgeons on successful cardiac surgeries.

A whole new world of information is opened up to nedical consuners,'
Geri Barish, president of 1 of 9, a Long Island breast cancer coalition.

The Heal th Departnent Wb site currently includes disciplinary actions against

sai d



doctors over the past eight years. Departnent spokesman John Signor said that
wi Il be expanded to include records within 10 years in the next two nonths.
During that time the department will also collect other data such as

bi ographi cal information.

"“This is a priority at the departnment and we'll get it up on the Wb site as
qui ckly as possible,'" Signor said.

The health departnent Wb site is: ww. health.state.ny.us. The profile hotline,
whi ch only takes conplaints right now, is 1-800-663-6114.

| nsurance Ti NBS: Business Groups Hope To Stall Ergonomics Rules Until
After Election
Cct ober 24, 2000, Vol. XIX No. 22

by Ji m Abr ans
Associ ated Press

WASHI NGTON, D.C. - A decade-long effort to give workers new protections against
repetitive notion injuries is comng to a head with the Cinton admnistration
over the objections of Congress, intent on inplementing workplace rules this

year.
The GOP majority in Congress is equally determined to put off the new rul es
until next year, when they hope there will be a Republican in the Wite House

nore synpathetic to the business community's strong opposition to the rules.
Both the House and the Senate this sumrer voted mainly along party lines to bar
t he Occupational Safety and Health Admi nistration fromreleasing fina

repetitive motion injury standards during the fiscal year that began Cct. 1.

The White House said that del ay was unacceptable, and has made it one of the key
i ssues, along with education spending, in ongoing negotiations over a $350
billion bill to fund I abor, education and health prograns in fiscal 2001

Bush Adm ni stration

Last Novenber, after a decade of studies that began during the Bush

adm ni stration, OSHA i ssued proposed standards to protect workers from back
injuries, carpal tunnel syndrome and ot her work-rel ated disorders.

OSHA contends that every year 1.8 million workers suffer from ergonomc injuries
and 600,000 workers | ose a day or nore of work. It says businesses pay out $15
to $20 billion each year in conpensation related to these disorders, one-third
of all worker conpensation costs.

OSHA says the rul es would cost businesses some $4.5 billion to inplenment but
woul d reap $9 billion a year in savings from nedi cal expenses and workers
conpensati on.

Busi ness groups, however, cite a study by the Economic Policy Foundation, a
think tank, that estimated costs of nore than $90 billion a year over 10 years.

Chanber Position

St ephen Bokat, senior vice president and general counsel for the U S. Chanber of
Conmer ce, said the proposed rules don't adequately define hazards and preventive
neasures, could make busi nesses liable for non-work related injuries and create
conflicts with current worker conmpensation laws. If the rules are enacted in
their current form the Chanber will challenge themin court, he said.

Rep. Henry Bonilla, R-Texas, a |eading opponent of the proposed rules, said in a
recent statenment that they could result in job |osses, hiring freezes and



| owered sal aries. The proposal "~ “has the ability to kill hundreds of snal

busi nesses across our country.'

On the other side, Peg Sem nario, health and safety director for the AFL-CI O
said repetitive stress is ~“the biggest safety and health problemthat exists'
for workers in fields ranging fromdata entry to health care to construction

Qutlast dinton

Republ i cans, she said, have consistently del ayed federal action since they

gai ned control of Congress in 1995 and are now trying to outlast Cinton's days
inthe Wihite House. "I don't think it's a matter of nobney, it's nore a matter
of ideology: They don't want the government involved in nmandating that enployers
take action, they don't want regul ati on, period."'

Senat e Republicans | ast week suggested a conpromni se under which the ban on
promul gating the final rule would be for six months rather than the full year
Sen. Ted Kennedy of Massachusetts, the top Denocrat on the Senate Health,
Educati on, Labor and Pensions Conmittee, said that proposal was unacceptabl e.
"“Every nonth we del ay, 50,000 nore workers suffer painful and often crippling

injuries,'"' Kennedy said. "It is long past tinme for Congress to |let this needed
rule take effect.’
The Labor-HHS spending bill is HR 4577.

| nsurance Ti meS: Bill Bl ocks HUD I nsurance Role
Cct ober 24, 2000, Vol. XIX No. 22

WASHI NGTON, D.C. - A House-Senate Conference Conmittee Report on the 2001
appropriations bill for VA-HUD and | ndependent Agencies |ast week supported

| anguage in the Senate version of the bill that effectively precludes HUD from
pursuing regulatory authority over property-casualty insurers.

The Conference Conmittee report is considered a victory for insurers and an
affirmation of the authority of states to regulate insurance under the MCarran-
Fer guson Act.

States' Authority

"This is a win for both insurers and state regulation,"” said Robert D bblee,
seni or vice president of governnmental affairs for the National Association of

| ndependent | nsurers (NAIl). "Once again, Congress has shown its support for

| anguage that effectively puts the brakes on HUD s continuing efforts to expand
its regulatory oversight to the property-casualty industry. As in past years,
Congress' recent action should stop the federal agency's end-run around MCarran
Ferguson and | eave regul ati on of insurance issues where they belong-wth

i ndi vi dual state regulators.”

The Conference Report now awaits final action by both the House and Senate
before being sent for signature to the President who has already signaled his
support for the bill. It was anticipated that this neasure woul d be signed into
| aw before the end of |ast week.

| nsurance Ti MBS: Insurers Blast NH'Loss O Enjoyment' Damages Ruling
Cct ober 24, 2000, Vol. XIX No. 22



CONCORD, N.H. - The insurance industry has charged that the New Hanpshire
Supreme Court's recent decision to allow separate damages for "loss of enjoynent
of life" when permanent injuries are sustained establishes a dangerous

pr ecedent.

"Prior to this opinion, New Hanpshire |aw did not address whether these damages
coul d be recoverable," said R ck Newran, counsel for the National Association of
| ndependent Insurers (NAIl). "By agreeing to uphold such damages, New Hanpshire
could be opening the floodgates to frivolous |awsuits."

The original case, Edward and Joyce Bennett v. David Lenbo, involves an auto
accident in which Lenbo rear-ended the Bennett's car while it was stopped at an
intersection. Bennett |ater sued Lenbo for negligence and | oss of consortium
after Bennett's doctor found that the 1994 accident left his patient with

per manent i npairment.

In the trial, Bennett's attorney advised the jury to consider awardi ng Bennett
addi ti onal dammges for "loss of enjoynent of life," as separate and di stinct
fromclains of economc |oss and conscious pain and suffering. The jury
returned a $75, 000 verdict for Bennett and $25,000 for his wife, and the tria
court rejected the defendant's nmotion to set aside the verdicts because such
danmages were unavail able under the state's |aw.

Inits Oct. 5 opinion, the New Hanpshire Suprene Court states that earlier case
| aw does not preclude the awardi ng of danmages for "loss of enjoynment of life,"
and hol ds that such clainms are specifically conpensable under state |aw

"This ruling has the potential to do serious damage to the New Hanpshire court
system and could disrupt the state's insurance narket," Newran said.

"The high court was doing no favors to the average consuner when it delivered
this ill-conceived opinion. The result could be insurance prem uns - not just
for auto, but for all other liability coverages as well."

| nsurance Ti MBS: Mass. Wns Support In Fight Against Bank Law Preenption
Cct ober 24, 2000, Vol. XIX No. 22

Al so, OCC is again asked by federal financial services group to overturn Rhode
Island's 1996 banks-in-insurance | aw

BOSTON - Bay State insurance agents |earned that they have influential friends
in their canpai gn against the effort of the Massachusetts Bankers Associ ation
(MBA) to have the federal governnent overrule portions of the state's banks-in-

i nsurance | aw.

In related news, a national financial services trade organization has renewed
its call for a federal ruling on whether a 1996 Rhode I|sland | aw governi ng
banks' sale of insurance is preenpted by federal |aw.

Thi s past June, the MBA petitioned the federal Ofice of the Conptroller of the
Currency (OCC) to preenpt three provisions of the 1998 Massachusetts | aw which
opened i nsurance sales to banks and other financial institutions. The MBA cl ai ns
that the federal Gramm Leach-Bliley Financial Services Mdernization Act of 1999
preenpted certain state provisions. In July, the OCC opened a 30-day public
comment period, which saw nore than 100 letters on two sides of the issue.
Support for the MBA's preenption position was limted to 14 bank trade
associ ati on and 52 Massachusetts banks.

Opposition to the MBA's preenption position, however, was voiced not only by the
Massachusetts Association of Insurance Agents and other agent groups, but also



by a variety of groups representing regulators, |egislators, consuners and

busi nesses.

Joining MAILA in opposing the MBA were the National Association of Insurance
Conmi ssioners (NAIC), the National Conference of Insurance Legislators (NCOL),
the National Conference State Legislatures (NCSL), as well as 26 state and

nati onal insurance trade associations. Also four consuner groups: the Center for
I nsurance Research, the Massachusetts Affordabl e Housing Alliance, MASSPI RG and
Spread the Risk Inc.

In addition, opposition to the MBA position was sent by the Massachusetts Ofice
of Consuner Affairs and Busi ness Regul ati on, which oversees the Division of
Banks and the Division of |nsurance.

Frank Mancini, executive vice president for MAIA expressed agents' appreciation
for the support of so many groups for upholding the state's laws in the face of
federal preenption.

"The devel opnent of the Massachusetts banks insurance sales | aw was a
cooperative effort anbng insurance and banking interests, key |egislators and
regul ators, and consunmer representatives," said Mancini. He noted that, with the
exception of the banks, all of the parties involved in the |egislation opposes
the MBA preenption request. "If the OCC gives these comrents the weight they are
due, we are convinced that it will not grant the preenption requested by the
MBA, " Manci ni added.

Concerni ng the Rhode |sland bank | aw, the Federal Register published a second
witten request for an opinion fromthe OCC about whether federal |aw preenpts
certain provisions of the Financial Institutions Insurance Sales Act (FlISA),
enacted by Rhode Island in 1996.

When the FIISA was first enacted, the association, which represents banks
selling insurance and other financial services conpanies, filed a simlar
request for the OCC s opinion. Although the issue was placed on the Federa

Regi ster for comrent at that tine, the G.B Act addressing many of the sane

i ssues was enacted in 1999 and no OCC opi ni on was ever issued.

Now FI |1 A has renewed its request for the OCC s opinion on whether federa

| awpr eenpts sone of the provisions of the Rhode Island statute and its

i mpl enenti ng regul ati ons.

| nsurance Ti NBS: opini onExchange
Cct ober 24, 2000, Vol. XIX No. 22

"OCABR has serious concerns that preenption of the waiting period requirenent
woul d interfere with the vital provisions in the Massachusetts insurance | aws
and ot her consuner protection |aws that prohibit tying. This anti-tying concern
is consistent with the inmportant goal of the Massachusetts CGeneral Laws to
protect consuners fromunfair conditions in the |ending of noney or extension of
credit...The waiting period requirement may al so be needed to elim nate possible
implicit or explicit pressure placed on a custoner to purchase insurance from
the I ender to whomthe customer has submitted a credit application. Simlarly,
the referral prohibition and referral fee prohibition are consumer-protective in
nature and guard agai nst inappropriate product recomendations, high pressure
sal es tactics, and the sale of insurance products on the basis of compensation
to the seller rather than the benefit to consumers."

Jenni fer Davis, director, Massachusetts O fice of Consuner Affairs and Business
Regul ation, in her letter to the federal Ofice of the Conptroller of the
Currency, in support of



provi sions of the state's |aw governing bank in insurance chall enged by the
Massachusetts Bankers Associ ation and ot her banking interests.

VWhen it comes to protecting consunmers from potential abusive sales practices by
banks selling insurance, Massachusetts insurance agents and conpani es appear to
have friends in inmportant places --like in the state regul atory agencies, the

| egi sl ature, and key consuner groups.

As the Massachusetts Association of Insurance Agents recently pointed out, the
roster of those backing the state's banks-in-insurance |aw reads like a who's
who in consuner protection: the Massachusetts O fice of Consuner Affairs and
Busi ness Regul ation, the Center for Insurance Research, the Massachusetts

Af fordabl e Housing Alliance, MASSPI RG and Spread the Risk Inc

Add to this teamthe National Association of |Insurance Comni ssioners, the
Nat i onal Conference of Insurance Legislators and the National Conference State
Legi sl atures and you have a form dable team This is a team whose conbined | ega
and political arguments should be nore than enough to persuade the OCC to

di sm ss banks' conplaints that the state law conflicts with federal provisions
and thus shoul d be preenpted.

It is encouraging to see such a show of support for state consuner protections
in the face of a federal threat. Perhaps this consensus can formthe basis for
future agreements in the area of insurance consuner protection

The National Association of Miutual Insurance Conpanies (NAM C) recently rel eased
a report on the Role, Function and Purpose of Rating Organizations. The 45-page
report, produced by international insurance consultants MIIliman and Robertson
Inc. (M&R), is based on conpany and rating agency interviews as well as

i nsurance agent and company surveys and eval uati ons.

The report includes seven reconmendati ons that NAM C believes will help inprove
t he accuracy of ratings, make ratings nore understandable to consuners, agents
and conpani es, and inprove the process and anal ytical factors that are

i ncorporated in the AM Best and Standard & Poors (S&P) insurance conmpany
rati ng nodels.

"This was a very interesting and thought-provoki ng project," said Jonathon
Godown, the MIIlimn & Robertson financial consultant who produced the report.
"Whil e the anal ysis produced a nunber of interesting findings, one of the nost
significant was uni que advantages to being a nutual conpany. These advant ages
are not always fully appreciated by nany external observers, including rating
agenci es. "

The report noted that while rating organizations effectively comunicate rating
i ssues and topics through various publications, industry comentary, seninars
and Web sites, this is not the primary formof interaction between rating
agenci es and the conpani es they rate. Conpani es focus on the neetings with
rati ng agenci es and other direct forns of conmunication as their primary source
of information and to understand what rating agencies are doi ng.

Unfortunately, the quality and consistency of this comunication needs

i mprovenent, and m sunderstandi ngs can have real -life consequences. In the past
year, one-third of agent respondents (36 percent) represented at |east one
conpany that was downgraded by one or nore rating services. As a result, about
one in six responding agents (17 percent) experienced a | oss of business. Also
in the past year, about one in six responding agents (18 percent) changed
carrier representation based on a rating.

The report's seven recomendati ons for inproving insurance ratings and the
rating process are:

1. Ratings fromrating agencies should ultimtely focus on nmeasuring the
probability of failure of an insurance enterprise. A conmon standard of
uniformty, such as default statistics, should be devel oped as a way of hel ping



users of the ratings to understand what the ratings represent.

2. Rating agency services beyond the assignnent of ratings provided by the
rati ng agenci es (such as offering of observations and gui dance) shoul d be
clearly perforned outside the context of the rating process.

3. Rating agencies should performand publish portfolio reviews and peer

conpari sons and inprove the benchmarking of rating standards and thresholds as a
way of addressing perceptions regardi ng accuracy and potential consistency

probl ens that may exist within their ratings.

4. Standard & Poors and A .M Best need to address the issue of consistency (both
anal yti cal and conpany-to-conpany) through the continued use of analytica

rati ng teans, analyst training, better internal conmmunication, rating
conmittees, and mninzing anal yst rotati on whenever possible.

5. Conpany specific issues and the rating inplications of changes in the rating
process, methodol ogy or criteria need to be better communi cated by the rating
agency anal ysts to conmpany managenent and done so in a tinmely manner.

6. Analysts need to be aware of the inpact that corporate structure has on the
busi ness strategy and bal ance sheet of a nutual insurance conpany - such as
taking the cost of capital into consideration to give a clearer picture of the
true capital generating power of an insurer

7. Rating agencies should strengthen their comunication efforts to accurately

expl ai n ongoi ng changes in their rating phil osophies.
Call NAM C Menber Services at (317) 875-5250 for nmore on the report.

| nsurance Ti NBS: Wat To Tell Clients About Long-Term Care |nsurance
Cct ober 24, 2000, Vol. XIX No. 22

Does your client's LTC Insurance 'cut the nustard?

VWhat to Look For in LTC

e Conprehensive benefits, including a wide array of supportive home care and
assisted living services in addition to nursing hone care.

e The daily benefit keeps pace with the increasing cost of care through a built-
in inflation protection feature.

e Daily benefits that require little or no co-paynents.
* Hone care benefits that are based on weekly or nonthly caps.

Connecticut Departnment of Social Services,
Nur si ng Hone Rate Survey, Septenber 1999.

by David J. CGuttchen
and Mary L. Pettigrew



As record nunbers of people enter their retirenment years, nany will require
costly nursing hone or hone care, known as long-termcare (LTC). And it wll
become a nore pressing issue as baby boomers grow ol der and increase the denmand
for LTC services. This neans the need for quality LTC i nsurance and wel | -

i nforned producers who sell LTC insurance are greater than ever.

LTC i nsurance pays for part or all of the LTC services a person may need. LTC
i s assistance a person nay need over an extended period of tinme to nmanage,
rather than cure, a chronic condition or to conpensate for a limted ability to
function. Someone nmay need LTC if he/she needs help to performdaily
activities, such as bathing or dressing, or needs ongoi ng supervision because of
a cognitive inpairment, such as Al zheiner's Disease. LTC can be provided in
nunerous settings, including the hone, the community, a nursing home, and a
variety of assisted living settings. It has been estimated that 75%to 80% of
all LTC is provided in the hone.

Meani ngf ul Benefits

Here are sonme pointers for determ ning whether the LTC i nsurance you are
proposing for your client will have neani ngful benefits when he/she needs them
The daily benefit of the LTC i nsurance policy plus the client's income (current
or anticipated) should equal the cost of care.

This "rule of thunb" helps to design a LTC insurance policy that relies on the
person's incone (i.e., Social Security, pension, investnment distributions, etc.)
for co-paynments. |If the LTC insurance daily benefit and the person's incone are
not sufficient to cover the cost of long-termcare, then the person will need to
use his/her assets to make up the difference in cost.

Let's take a ook at how this general rule of thunb influences sone inportant
purchase decisions: (1) the initial purchase ambunt of the daily benefit for
nursi ng hone care; (2) the initial purchase amount of the daily, weekly or

nmont hly hone care benefit; and (3) the inclusion of inflation protection on the
daily benefit.

Initial purchase ampbunt of daily benefit for nursing facility care.

The cost of LTC is very expensive, especially in Connecticut. The current

st atewi de average cost for a sem-private roomin a Connecticut nursing hone is
nore than $210/day and nore than $78,000 per year. These averages tend to be
underesti mates of the actual cost because the costs reported here reflect basic
room and board charges. The average costs do not include ancillary services,
such as therapies, or personal items, such as cable TV, tel ephone, hair care,
etc. In addition, the cost for a private roomis nore expensive than a sem -
private room

Costs also vary greatly depending on the area of the state where the nursing
hone is located. |If your client plans to receive long-termcare in Connecticut,
you may want to review the actual costs of nursing hones in the area of the
state they wish to reside. The publication, Cost of Long-Term Care in
Connecticut, is produced by the State of Connecticut's Partnership for Long-Term
Care and is available free of charge. This publication provides the cost for
roons by individual Connecticut nursing homes sorted by town.

If your client plans to retire outside of Connecticut, the cost of nursing home

care in Connecticut could still serve as a guide in selecting the initia
purchase anpunt of the daily benefit. Soneone who purchases LTC insurance based
on the cost of nursing hone care in Connecticut likely will have a very rich
benefit if he/she receives LTC el sewhere in the country. Renmenber, LTC
insurance is NOT a "use it or lose it" type of insurance. |If the cost of care
is less than the daily benefit, the remaining portion of the daily benefit wll
be rolled over into the policyholder's total lifetime benefit, increasing the

length of time that the policy will pay.



Initial purchase ambunt of daily, weekly or nmonthly hone care benefit.

Wil e hone care can oftentimes cost |ess than nursing home care, it is only |ess
expensi ve when famly and friends are available to assist in providing the care.
Because friends and famly nmenbers currently provide the nmajority of home care,
it is often assumed that the cost will be less. This in fact may be true if
your clients are older and they have famly living in close proximty to them
However, if your clients are younger, it will be helpful to keep the follow ng
information in mnd. Baby boomers have had fewer children than previous
generations, so the burden of home care will fall on fewer fam |y nenbers.

Al so, given the nobility of today's society, famly nenbers rarely live in the
sanme community and oftentimes live in other states or countries. This neans
that in the future, people nay rely nore on paid services than on famly and
friends for hone care.

Home Benefits Standard

The industry standard for home care benefits has been 50% of the daily benefit
sel ected for nursing hone care. As nentioned above, this amobunt of hone care
benefit may be adequate for someone who has a large famly and network of

friends to draw upon for assistance. |If they don't, and are reliant on paid
services, the person may be underinsured if they select the 50%I evel of
benefit. In these cases, 80% or 100% of the nursing hone daily benefit may be

nore appropri ate.

More recently, insurance conpanies have been of fering home care benefits on a
weekly or monthly basis. Because the type and amount of home care services tend
to vary on a daily basis, it would not be surprising for a claimnt to exceed
the daily benefit of their LTC i nsurance on any given day.

Havi ng the hone care benefit capped across a week or a nonth would allow daily
charges that exceeded the daily cap to be paid as long as the clainms did not
exceed the cap for the week (daily benefit times 7 days) or the nonth (daily
benefit tines 30 days). For this reason, hone care benefits that are capped by
the week or the nmonth provide nuch greater flexibility for the policyhol der

Inflation protection on the daily benefit. Mny producers still fail to
recogni ze the inportance of inflation protection, especially on the daily
benefit. As nentioned above, the current average cost in a Connecticut nursing
home i s $210/day. Nursing home costs in Connecticut have increased by 4.1%
conpounded annually for the past five years. At a npdest 5% conpounded
inflation rate, the current daily cost will increase to $330/day ten years from
now and $530/day twenty years fromnow. |f your client does not have inflation
protection on the daily benefit, he/she will be paying an ever-increasing anount
in co-paynments. As nentioned earlier, if your client's incone is not sufficient
to cover the co-paynents, he/she will need to dip into the very assets he/she

t hought woul d be protected by the LTC insurance.

Connecticut provides a valuable resource for consuners and producers. The
Connecticut Partnership for Long-Term Care educates consuners about the

i nportance of planning to neet the high costs of long-termcare. |n conjunction
with participating insurers, it also has devel oped high quality, affordable LTC
i nsurance for Connecticut residents. For producers who sell LTC insurance in
Connecticut, products approved by the Connecticut Partnership guarantee that
your clients are purchasing a quality product that includes m nimumdaily
benefits, automatic inflation protection, and flexibility in the hone care
benefit. LTC insurance policies approved by the Partnership also include a

uni que Medicaid Asset Protection feature that enables the policyholder to
protect assets equal to the amount of private insurance paid out for LTC
services, if the policyhol der needs to apply to Connecticut's Medicaid Program
for assistance.



| nsurance Ti mes: Jefferson Group nerged with Interstate
Oct ober 24, 2000, Vol. XIX No. 22

Fireman's' Fund I nsurance Co. and Allianz of America announced the merger of
Jefferson I nsurance Group into the excess and surplus operations of Interstate
I nsurance G oup.

The merger creates one of the top five donmestic excess and surplus markets in
the country with gross prem unms expected to top $400 mllion.

Gary R Dittman, president and chief executive officer of Interstate, will head
up the conbi ned organi zation.

Al'l four conpanies belong to the Allianz Goup of Miunich. Interstate, a Chicago-
based conpany, is a wholly owned subsidiary of the Fireman's Fund, witing
professional liability, non-standard personal l|ines and financial institutions
lines of business, in addition to excess and surplus lines. Jefferson,
headquartered in Jersey City, N.J., is a wholly owned subsidiary of Allianz of
Anerica, a holding conpany for North Anerican Allianz conpanies.

| nsurance Ti meS: Wb Site Ofers Boat |nsurance Estimates
Cct ober 24, 2000, Vol. XIX No. 22

Nati onal Marine Underwriters announced a new web site (www nnu.con) wth new
features, including real tine insurance estinmates for npbst pleasure boats. The
service allows NMJ custonmers and brokers to receive online estimtes 24 hours a
day. NMU offers conplete insurance coverage for pleasure craft and charter
vessels. Call 800 BOAT-I NS.

| nsurance Ti NBS: FM dobal Returns Merger Savings To |nsureds
Cct ober 24, 2000, Vol. XIX No. 22

JOHNSTON, R 1. - Insureds of FM G obal will receive a collective $250 million in
savings on their prem unms begi nning January 1, 2001. The savings result from
operational efficiencies achieved fromthe July 1999 nmerger of Allendale,
Arkwright and Protection Mitual, and their subsidiaries, into FM d obal ,
officials said.

| nsurance Ti meS: F&D Adds To Its E-Risk Protection Program
Oct ober 24, 2000, Vol. XIX No. 22



The Fidelity and Deposit Conpani es has enhanced its E-Ri sk Protection Programto
now i nclude refinenents in response to the evolution of e-comrerce. The new
enhancenent s i ncl ude:

New Rewar ds Coverage - Pays for information that |eads to the arrest and
conviction of any persons conmitting or trying to conmit any illegal act against
the insured' s e-conmerce activities.

Third Party Provi der Endorsenent- Makes E-Ri sk available to custoners whose

el ectroni ¢ busi ness systens are under the control of an outside service

provi der.

Li beralization Clause - States that is F& adopts a revised version of its E-

Ri sk policy during the policy period that woul d broaden the coverage wi thout
addi ti onal prem uns, then broadened coverage will inmediately apply to the

i nsured.

For additional information, visit ww.fidelityanddeposit.comor call 1 800-821-
4635.

| nsurance Ti meS: AA'S Expands Menber ship
Cct ober 24, 2000, Vol. XIX No. 22

The American Association of |Insurance Services announced that it added 57 new
menbers during the past year, including a nunber fromthe Northeast. AAIS is a
devel oper of standard and custom zed products for nore than 600
property/casualty insurers. It has nore than 60 years experience in product
devel opnent, actuarial and filings expertise. Anmong the new menbers are Bl ue

Ri dge Group, Sinsbury, Conn.; Cadillac Muntain | nsurance Co., Westbrook, Me.;
Citizens Insurance Co. of Illinois, Wrcester, Mass.; Eastern Casualty |nsurance
Co., Marlboro, Mass.; Excelsior Insurance Co., Keene, N H.; Hanover American

I nsurance Co., Worcester, Mss.; Honesite Insurance Co. of the M dwest, Boston
M dwestern I ndemity Co., Keene, N H; NAS | nsurance Group, Manchester, N. H.
Net her |l ands | nsurance Co., Keene. N H.; Providence Washi ngton, Providence, R I.
Saf ety Insurance G oup, Boston, Mass.; Sorema North America Reinsurance, New
York City.

| nsurance Ti meS: Hartford Program Insures Septic Tank O eaners
Oct ober 24, 2000, Vol. XIX No. 22

The nation's septic tank cl eaners now have a new option for insurance. The
Hartford Financial Services Goup, Inc. has introduced a conprehensive program
for these businesses that has received the endorsenent of the Nationa

Associ ation of Waste Transporters.

The program features property, general liability, commercial auto, inland

mari ne, workers conpensation, unbrella, crime and enpl oyment practices
liability. Other key coverages in The Hartford's Septic Tank C eaners program
are inspection and certification [imted liability coverage and extra expense
coverage for unintentional handling of hazardous waste.

The programis open to all independent agents. Agents not affiliated with The
Hartford should call 800 748-0351. Hartford agents should call 877 547-9873.



| nsurance Ti nNES: Plaintiff Attorney/State Attorney General Alliance
Threatens Tort Reform
Cct ober 24, 2000, Vol. XIX No. 22

CHI CAGO - The plaintiff attorney/attorney general alliance nay be the npst
serious threat to tort reformfacing insurers and the business comunity,
according to Victor Schwartz, senior partner of Crowell & Mring and board
nmenber of the Anmerican Tort Reform Association

Regul ati on Through Litigation

Schwartz, speaking before the National Association of |Independent |Insurers
(NAI'l) Fall Legislative Planning Meeting, described how judges, state attorneys
general and plaintiff attorneys have used the | egal systemto effect regulatory
changes through litigation.

"Initially it was the asbestos industry that faced the new phenonenon call ed
regul ation through litigation. On the heels of that success plaintiff attorneys
attacked the tobacco industry and gun nmanufacturers. This has raised the natura
guestion, who's next?" said Schwartz.

Regul ation through litigation, a phrase coined by former Secretary of Labor
Robert Reich, establishes plaintiff attorneys and judges as a fourth branch of
government with the power to overrul e established business practices and the
deci si ons of Congress, state l|legislators and regul ators.

Qutlining the successful nobdel that plaintiff attorneys have used to circunvent
state | aws he said,

Usi ng the Media

"The strategy is to put pressure on a corporation or industry by vilifying them
inthe nedia. In the case of the tobacco industry, the plaintiff attorneys
worked with state attorneys general and devel oped novel |egal theories that
resulted in the state being given nore rights than the snoker. Through these
types of tactics and economic pressure, the result is a change of behavior or in
essence - new regul ati on. Under the new paradi gm of 'Regul ati on through
Litigation' the judge takes on a new role as regulator.™

The attorneys general/plaintiff attorney coalition has also proven to be a
lucrative revenue streamfor the state and attorney firnms. The tobacco
settlenent resulted in billions of dollars for state coffers and billions of
dollars in legal fees.

Political Canpaigns

"Plaintiff attorneys are using income received fromthese settlenents to fund
political canpaigns and judicial candidates that are likely to make it easier
for themto bring nore lawsuits and continue to collect huge fees. Industry
cannot afford to be inactive and | eave these races to the plaintiff bar. The
busi ness community nmust shed its reluctance to respond to these chall enges,"”
said Schwartz

To bring about reform Schwartz highlighted several |egislative acts that would
bring greater openness and fairness to the legal system Schwartz advocated that
states adopt the Private Attorney Retention Sunshine Act. This act woul d shed
[ight on the connection between plaintiff attorneys and state attorneys general
The act would require an attorney general to hire plaintiff attorneys in the
open mar ket pl ace with conpetitive bidding.

He al so urged the business community to support the C ass Action Reform Act that



is before Congress. The act would nake it easier for nmulti-state class action
suits to be noved fromstate courts to federal court. "State class actions
shoul d only involve class nmenbers fromthe sane state. This stops cases like the
State Farmruling in Illinois where the class was opened up to the entire
country,"” said Schwartz.

NAI | supports the Class Action Reform Act and other activities ained at bringing
about tort reform "The bottomline is that these suits are costly to business
and consuners and ultimately hurt our judicial system" said M chael Duncan

seni or vice president, secretary and general counsel of NAIl. "Regul ation by
litigation circumvents | awnakers, regulators and results in bad public policy."

| nsurance Ti meS: As Tech Gadgets Becone College Norm So Mist |nsurance

Agai nst Theft
Cct ober 24, 2000, Vol. XIX No. 22

by Mark Hol | mer
I nsuranceTi nes

So much for frugal dormliving at college.

This year, a record nunber of students were expected to |ug expensive conputers,
stereo equi pnment, cellular phones and ot her high-tech merchandise with themto
col l eges and universities across the country.

That, of course, has inpact on the insurance industry, because dorm students
personal possessions are covered under their parents' homeowner policies.

School Fi gures

The Insurance Information Institute cites a survey indicating that the nunber of
students bringing conmputers to school junped from 30 percent in 1998 to 60
percent in 1999. This year, the IlIl said, the number should clinmb to 70 percent.
(The nunbers cone from a Best Buy survey.)

Nat i onwi de, one in four student brings a laptop to |l ectures on a regul ar basis,
one in five will have a cellular phone and one in 10 will have a portable
conpact disc player or pager, the IIl said.

Mary Ann Avnet, marketing manager for New Jersey-based Chubb, said her conpany
is aware of the trend, and covers students' itens whether they live on or off
canpus. Many conpanies will cover students under their parents' homeowners
policies only if they live in the dorns.

St udent Computers

Avnet said her company noticed the increase in student computer use over the

| ast three years. Chubb has about 18,000 hormeowner policies in Massachusetts,
25,000 in Connecticut, 60,000 in New Jersey and 75,000 in New York

"It's to the point where it used to be nice to have a conputer in school to this
summer ... our agents have told us that nearly every one of their custoners that
has a son or daughter going to college is taking a computer with them"

Avnet said she expected the 70 percent prediction for student computer use would
end up even hi gher by next spring.

I ndustry-w de, conpani es have responded to the trend, the Ill said, by naking
sure students' possessions are covered, or by offering floater coverage for
expensi ve itenms. Fl oater coverage costs nmore but usually doesn't have
deducti bl es, and does include accidental |oss coverage.

Most honeowners policies have a $5,000 coverage limt for conputers and up to



$10,000 for jewelry, the Il said.

Covering the grow ng nunber of student high-tech possessions doesn't necessarily
cost conpani es nore, Avnet said.

"We take it into consideration that people in a household are going to own these
things," she said. "So nmany people travel now and take equi pnment with them
"Granted they're targets of theft but people are very aware that they need to
keep an eye" on their cell phones and other high-tech tools, she said.

SO is also proposing a new policy formto cover full-time off-canpus students
under age 24, who have parents or relatives who are insured homeowners.

| nsurance Ti NMBS: R Driver Safety School Lets Students Ht The Skids
Cct ober 24, 2000, Vol. XIX No. 22

Li berty Mutual and police sponsor Skid Schoo

SQUTH KI NGSTOMWN, R I. (AP) - Driving is sonething nost people can do wi thout
even t hi nki ng.

But when a driver |oses control of his vehicle, there usually isn't much tine to
think. That's where the Skid School cones in.

Skid School is a driving-safety course sponsored by the South Kingstown Police
Department and Liberty Mitual |nsurance.

The school teaches drivers what to do when their wheels [ ock up and they | ose
control

"“We're hoping to rai se awar eness anbng peopl e about what to do when that
happens,'' Patrol man Paul Horoho said. ~“We're hoping this will be a solution.'

Pot enti al Danger

Randi e Blunt, a sales manager with an insurance conpany, has Skid School to
thank for thwarting a potential brush w th danger

Blunt was driving on Interstate 95 near the Route 4 nerger when another car cut
himoff. Blunt was forced onto the medi an and began to skid on the dirt.

He pull ed out of danger by relaxing his foot on the brakes and steering the car
forward agai n.

““You don't think that this stuff sticks with you, but when you're in trouble
that notion cones right back,'' Blunt said. ~“This class saved ny life.'

Lose Traction

Ski ddi ng takes place when a car's wheels lose traction with the ground, said
Davi d Money, who has taught classes like this for 30 years. Once that happens,
braki ng and steering are inpossible.

"“The whole key is to get the wheels rolling again,'' Mney said.

The training center has a blacktop with a constant stream of water |aid down for
the cl ass.

Tailgating is also a problem Mney said.

"It takes the average driver three-quarters of a second to perceive what's
goi ng on, another three-quarters of a second to react, and by that tinme it may
be too late,'' Mney said.

Twenty-three people attended Saturday's three classes at the Union Fire District
Training Center and the South Kingstown Police Station



| nsurance Ti mesS: [1VANS, Applied Systems Form Joint Communications
Vent ur e
Cct ober 24, 2000, Vol. XIX No. 22

I VANS, Inc. and Applied Systens, Inc. announced the formation of a joint venture
for the purpose of a consolidated communication infrastructure for the insurance
i ndustry.

The joint venture between | VANS and Applied Systens is designed to deliver a new
i ndustry conmuni cation infrastructure, offering cost effective conmunication and
col | aborati on between all participants in the insurance transaction. The basis
of the new infrastructure is a new data exchange which will conbine the

t echnol ogi es of | VANS and Applied Systems to provide products and services for
nore efficient and cost effective end-to-end conmunication, collaboration and
aggregation for agency, conpany and third party transactions.

The new data exchange wi |l provide universal comunication tools assisting
conpani es, and their partners, in the comrunication of industry standard ACORD
transactions. This will be an exchange that will be open to all vendors and open
for all agency-conpany interface. The joint venture will also collaborate on

uni versal comuni cati on engi nes for agencies and conpani es.

The data exchange provides a single-source platformfor industry-wi de
initiatives between diverse business partners. Additionally, the exchange will
provi de conmuni cation tools for non- ACORD transactions, including conpany or
transacti on uni que and proprietary data, as well as commrunication with

peri pheral third parties for enhanced transactions.

"This joint venture will once again provide the industry with a common pl atform
usi ng best of breed technol ogies to conduct EDI transactions as well as real -
time Internet transactions ensuring that we are not creating separate channels

and that the insurance distribution systemis tightly integrated,"" said Dan
Carmi chael , president and chief executive officer of IVANS, Inc. "W feel that
this new relationship will be beneficial to all of the custonmers of both

organi zati ons. Applied Systens has been a val ued partner of |VANS, and brings a
strong know edge of real-tine Internet communications."

| nsurance Ti MBS: Senior.ComTo Sell Sinplified Hancock LTC
Cct ober 24, 2000, Vol. XIX No. 22

Seni or.com and John Hancock I nsurance Co. have joined forces to offer long-term
care insurance over the Internet with a sinplified application and approva
process.

Called Sinplecare, the offering is a long-termcare product that individuals nay
apply for at www. senior.com It is the first in a series of insurance products
to be offered by senior.com

A six question application formtakes just mnutes to conplete, say officials.
Consumers who want to discuss their needs can gain access to licensed insurance
agents via a toll-free phone nunber or email. Agents are avail abl e Monday
through Friday, 8 a.m to 7 p.m



| nsurance Ti mes: LowA Banks Devel oping | nsurance Education
Oct ober 24, 2000, Vol. XIX No. 22

ATLANTA - LOVA and the Association for Banks-in-Insurance (ABI) are devel opi ng
the first conmpliance education programtargeting banki nsurance providers. The
first set of course materials for the Banki nsurance Regul atory Conpliance
Education Programw || be available in the spring of 2001.

The programwi || cover the regulation of annuity products, life, health and
property and casualty insurance. It is intended for all bank enpl oyees from

i censed sal espeople to call center staff to bank conpliance personnel

"The programis designed to help ensure that bank affiliated agencies don't

i nadvertently enbarrass thensel ves through a technical violation of the |aw "
sai d Ken Reynol ds, executive director, the ABI. "It is very inportant that bank-
affiliated agents adhere strictly to both the letter and the spirit of insurance
regul ations. This is especially inportant for those regul ations that are unique
to agents affiliated with banks."

For more information, visit ww.loma.org .

| nsurance Ti MBS: NEF Introduces Universal Survivorship Policy
Cct ober 24, 2000, Vol. XIX No. 22

BOSTON - New Engl and Financial recently introduced a new universal |ife second-
to-die policy to round out its conpetitive survivorship life insurance
portfolio.

The new policy, called ULtraflex Survivorship Life, ranks in the top-quartile of
conpeting products in two key categories: mninmmprem umto-endow and death
benefit internal rate of return based on i ndependent studies conducted by New
Engl and Fi nanci al

"W designed the product to be especially attractive to estate pl anning
customers seeki ng the conbi nati on of guarantees and flexibility," said Vice
President Paul LeC air, FSA, Individual Product Managenent for New Engl and
Financial. "In addition to its flexible universal life chassis, ULtraflex
Survivorship Life offers a full array of riders so that our producers can help
clients customnize the policy to meet their specific estate planning needs.”

To help customers mininize investnment risk, the new product incorporates an

i nterest-bearing cash value account with a guaranteed m ninmumcrediting rate of
4 percent and a current interest rate of 6.6 percent. ULtraflex Survivorship
Life al so features guaranteed maxi mum charges and fees. In addition, the new
product allows the producer the choice of prem um based conpensati on or asset-
based trail conpensati on.

O her ULtraflex Survivorship Life features include: "lInside" and "Qutside" term
riders; an expanded death benefit rider that addresses the preservation of the
death benefit beyond age 100 of the younger insured; choice of five death
benefit options; choices of Definition of Life Insurance (DOLI), test and two

di sability waiver riders.

To date, ULtraFl ex Survivorship Life has been approved for sale in 35 states and
the District of Colunbia.



| nsurance Ti meS: CFP Ranks Reached Record Nunber In Sept.
Oct ober 24, 2000, Vol. XIX No. 22

Denver - The Certified Financial Planner Board of Standards (CFP Board)
announced the nunber of individuals authorized to use the certification narks
CFP, CERTI FI ED FI NANCI AL PLANNER and CFP reached an all time high last nonth.
As of Septenber 30, 2000, the CFP Board reported 36,221 CFP professionals in its
dat abase.

O the current CFP professionals, 25 percent are wonen, 89 percent hold a
bachel or's degree or higher and 84 percent identify thenselves as being in the
practice of financial planning.

In addition, 41 percent |ist the business focus of their firmas persona
financial planning, 15 percent list securities, 7 percent |list accounting, 7
percent list insurance, and the remaining |ist the business categories banking,
education, governnent, human resources, |law, real estate and tax preparation

| nsurance Ti NBS: Mjor LIMRA Report
Cct ober 24, 2000, Vol. XIX No. 22

I ndustry optimstic about future of individual Disability Income sales

W ndsor, Conn. - Conpanies active in the individual disability incone (D)

mar ket foresee growth in the guaranteed renewabl e market but decline in the
noncancel abl e market, based on a new study rel eased by LI MRA | nternational
CGeneral |y, speaking, the study found that conpanies are fairly optimstic about
the outl ook for DI sales over the next three years. Over two thirds feel that
the market will grow at |east noderately for both group and individual products.
The LI MRA study, Individual Disability Incone: Trends and Qutl ook, was directed
by Jenni fer Douglas of LIMRA s Industry Performance Research Unit, and Patrick
Leary, of LIMRA's Benefits Marketing and Research Unit.

Their conclusion is that conpanies are cautiously |ooking beyond individual D's
shaky track record. Conpani es have | earned sone very tough | essons over the past
decade and that has resulted in a smarter industry that is realistic about
obstacles it nmust overcone and nore discerning in its strategies to nmake

i ndividual DI the profitable and val uabl e product it can be.

Twenty-two executives participated in this survey. Respondents represent 21
conpani es that market individual D products; all but one of the top 10
conpanies in the industry is represented.

The report notes that the individual disability income market had not lived up
to the expectations of many. Nunerous conpani es di scontinued offering the
product, sold off their in force business, and have not | ooked back

But what about the conpanies that have stuck it out and |l earned fromthe

nm st akes of the 1980s?

General | y speaking, respondents are fairly optimstic about the outlook for D
sal es over the next three years. Over two thirds feel that the market will grow
at least noderately for both group and individual DI products. No one feels
that the group market will decline over the next three years and only one
respondent anticipates a decline in the individual market.

Conpani es specifically foresee growh in the guaranteed renewabl e market but



decline in the noncancel able market. Over 70 percent of the respondents fee
that we will see growh in the individual guaranteed renewabl e market, which
gives the insurer the right to increase premiumfor an entire class of insureds
on their policy anniversary.

LI MRA's 1999 Individual Disability Incone Issues and | n-Force survey found that
guar ant eed renewabl e products represented approxi nately 25 percent of the

i ndividual policies in force as of Decenber 31, 1999. However, this product
accounted for over 40 percent of sales in 1999. Respondents feel this trend
wi Il continue.

More than hal f anticipate that the individual noncancel abl e product w |l not
recover fromits dramatic drop in the mid 90s. |In fact, 24 percent foresee
further declines. Here, the insurer does not have the right to nake any change
in provisions or premiumwhile a noncancel able contract is in force.

However, some apprehension about this nore expensive product did not seemto
have nuch of an inmpact on the respondents' overall outlook for the individual D
mar ket .

LI MRA al so asked about factors that could potentially affect the individual D
mar ket over the next few years, either positively or negatively. Respondents
nost often mentioned the econom ¢ environnent as having a mgjor inpact on sales.
Low unenpl oynment rates create a |l arger narket and hi gher wages call for bigger
policies. At the sane time, a good econony nay | essen the consuners' fears
about financial issues, resulting in a negative inpact on D sales. Merger
activity was also cited as a major factor.

Recent nergers and acquisitions have led to further narket concentration and
nore focused conpetition within the industry. Ofering voluntary products has
al so energed as a key strategy enployers use to attract and retain quality
enpl oyees while controlling their benefit costs.

Future Markets
Traditionally, carriers have focused on a few distinct markets for their Dl
sales. But what markets will lead the way in the future? Respondents feel that
sal es to business owners and executives will drive individual D in the future.
Respondents al so cite managers/adm nistrators and the technically trained as
potential markets. In the past, we saw insurers actively target people in the
nedi cal and legal fields. A Mercer study found that 84 percent of physicians
and 68 percent of attorneys have DI insurance, while professionals, nanagers,
and m ddle incone markets are the | east penetrated narkets with 3, 2, and 1
percent penetration, respectively.

It's likely that conpanies are hoping to reach other, nore profitable, narkets
as the nedical field has proven it's not only highly penetrated, but also has
had rather unfavorabl e clains experience.

Li kewi se, respondents nost often chose a nore nodest, $50,000 to $74, 999,

i ncone range as a desirable market. Few selected incones of under $40, 000,
despite the Mercer finding that this large population has very little
penetration. |It's probable that insurers are realistic about this group's
ability to afford the insurance.

Married people, particularly males, in their md 30s and 40s are viewed as idea
candi dat es for purchasing individual DI. However, a recent Health Insurance
Associ ation of Anerica (H AA) public opinion study shows that 76 percent of
single parents said they are "very concerned" about having inconme protection if
t hey becone di sabl ed.
And wonen are found to be nore worried then men. HI AA points out that the
groups nost concerned about the need for disability insurance are often the
least likely to be able to afford it.

Chal | enges
Lack of product awareness or expertise anong producers was the nost frequently



reported marketing obstacle. This was a significant concern to respondents
across various areas w thin conpanies, including actuarial, marketing, sales,
and underwiting. There is considerable unease over the lack of consuner

awar eness as well. Technol ogy issues were al so considered a top challenge. A
director of sales for a snaller DI witer suggests naking the transaction much
sinpler "without the nightmare of obstacles we now face."

Vol untary Products

Nearly all of the respondents predict growth of voluntary DI sales. These are D
products marketed t hrough the worksite where the enpl oyees pay 100 percent of

t he cost of coverage.

Many factors are driving the growh of voluntary products. Benefit costs are
again on the rise, to where the growh in the cost of benefits outpaces the
gromh in the cost of wages. As a result, enployers are using voluntary
products to help control their benefit costs while still offering a

conpr ehensi ve benefits package. The tight |abor market is also driving interest
in voluntary products. As enployers try to attract and retain quality

enpl oyees, they are using voluntary products to offer unique and conpetitive
benefits, including voluntary disability plans. Buy-up plans are al so becom ng
popular. And finally, voluntary products are being targeted to underserved

mar kets. Many career agents have noved upscal e, focusing on higher incone
markets. As a result, there is an underserved mddl e i ncome market that
carriers are targeting on a nore cost-effective basis through worksite

mar ket i ng.

I nternet Sal es
In 1999, |less than one half of 1 percent of individual D sales were nade
t hrough direct response. This includes the Internet as well as through the

mail. Going forward, only 24 percent of the respondents believe that the

Internet will impact DI sales over the next three to five years. However, 86
percent feel that the Internet will offer a great opportunity for marketing Dl
CGeneral | y speaki ng, respondents feel the Internet will play nore of a role in

marketing disability products as opposed to an outright source of sales. Sone
obstacles to selling over the Internet are the conplexity of the product,
consuner awareness of need, underwiting issues, and antiselection. A DI
actuary points out, "Awareness - D needs to be sold. Consuners are not | ooking
for it like they are terminsurance."

Bought or Sol d?

Regardl ess of the distribution nethod, all but two respondents concur that
disability is a product that nust be sold - that is, the producers need to build
awar eness of the product anong their clients. Despite their concern for incone
protection, consumers are not taking the next step by actively seeking
disability insurance. Therefore, it continues to be the insurers' job to
educate them and sell the solution

Conpani es are cautiously | ooking beyond individual D's shaky track record.
Havi ng | earned sonme very tough | essons over the past decade, LIMRA sees a
smarter industry that is realistic about the obstacles and discerning inits
strategi es to nake individual D insurance the profitable and val uabl e product
it can be.

Partici pati ng Conpani es

AAL, Miutual of Oraha, Berkshire Life, Nationw de Financial, Conbined of

Ameri ca, New Engl and Fi nancial, Conseco Compani es, Northwestern Mitual Life

Great-West Life, Principal Financial. Guardian Life of Anerica, Reassure Anerica
, Illinois Miutual Life, Standard Lutheran Brotherhood, State Farm Mitua

Aut onobi | e, MassMutual Financial G oup, Union Central Life, MetLife,



UnunProvi dent, M nnesota Mutual Life.

| nsurance Ti meS: Hartford Life CEO Urges More Life Sales By Banks
Oct ober 24, 2000, Vol. XIX No. 22

The president and chief executive officer of Hartford Life recently chall enged
the nation's bankers to seize the "enornmous opportunities" to sell nore life

i nsurance to their custoners.

"I can tell you one thing your custoners want. They want |ife insurance,’
Smith told a gathering of executives at the recent Association of Banks in

I nsurance annual conference in Chicago. "Sonmeone will fill the need for

i ndividual life insurance products. | challenge you to be that soneone."
Smith cited a survey by the Life Insurance Marketing and Research Association
(LI'MRA) that found 38 percent of Anericana believe their househol ds need nore
[ife insurance.

Yet, the nost recent LIMRA survey (1977) found that only 12 percent of al
househol ds purchased life insurance, Smith noted. "Of those who do buy

Lon

i ndividual life insurance, few purchase it through a bank. And one of the
reasons i s because no one at the banks asks them"
"This is a good business for banks,"” Smith said. "It creates new dollars, helps

your overall relationships with custoners, |ocks out the conpetition, and
creates a bridge to the next generation.”

"Utimately, | believe banks are going to be a major distributor for the broad
market. You (banks) did it with annuities; there's no reason why you can;t do it
with individual life."

He suggested that banks don't sell nore life insurance because they think it's
too conplicated. That's why Hartford Life and other insurers are sinplifying
sal es for banks and othe institutions, he added.

| nsurance Ti mMeS: AFLAGC Like Duck Sound In Georgia Political TV Ad

Ruf fl es Feat hers
Cct ober 24, 2000, Vol. XIX No. 22

by Dick Pettys
Associ at ed Press

ATLANTA - Sounding al nost as angry as its | oudnouthed TV duck, AFLAC, the
Ceor gi a- based suppl enental insurance conpany, warned Mack Mattingly | ast week to
stop running a television ad in his canmpaign for the U.S. Senate in Georgia that
closely resenbles its own ads.

Mattingly, a Republican challenging appointed Denocrat Zell MIller on Nov. 7 for
t he bal ance of the late Sen. Paul Coverdell's term It is his first television
spot of the canpaign.

It closely resenbles one in a series of ads featuring a tal king duck which the

i nsurance conpany has been running nationally to pronote itself. But instead of
squawki ng, ~~AFLAC,'' Mattingly's duck says, "~ Back Mack.''

T AFLAC has fornmally requested that the Mattingly canpaign i medi ately cease and
desist all use of this comrercial and any other m sappropriation of the AFLAC



duck,'' AFLAC spokeswonan Kat hel en Spencer sai d.

“T1If the Mattingly canpai gn does not honor this request, AFLAC is prepared to

t ake what ever necessary steps, including |egal action, to protect AFLAC s
interests in this matter.'

Mattingly canpaign director Jeff Finger said he had not been contacted by his
attorneys.

““Until | have the letter in hand and have had an opportunity to reviewit,
we're going to keep running with the ad.'

The conmercial features a man and woman seated on a park bench discussing their
choices in the Nov. 7 election

A duck waddles up froma pond and squawks ~~Back Mack'' at various points in the
spot, growi ng increasingly persistent.

The ad is designed to drive hone Mattingly's contention that Georgia should

el ect a Republican senator so it will have a | awmmker from both parties in

Washi ngton. Georgia's other senator, Max Cleland, is a Denocrat.

"“The ad's obviously a parody,'' Finger said. ~“W're just trying to have sone
fun here and communi cate with the voters.'

In Washington, MIler said, “°| think the Chick-fil-A cows are com ng next. |

wi sh he would tell us where he stands on the issues, not what political party he
bel ongs to. That's basically what the people want to hear.'

| nsurance TimeS: Goup LTC It's Not Just For The Fortune 500
Oct ober 24, 2000, Vol. XIX No. 22

Leadi ng LTC expert explains why small businesses represent a very hot nmarket for
wor ksite marketing of Long-Term Care |nsurance

by Margie Barrie

Long- Term Care Insurance in the enployer market is an area where | think there
is a tremendous amount of potential for sales and for expanding an al ready
thriving insurance practice.

To protect your book of business, you need to at |east understand the basic
conponents of LTC in the worksite so that you can be relatively confortable
broachi ng the subject with your corporate clients. And then you need either to
be prepared to work the case yourself or have someone already |ined up to whom
can refer the client - perhaps a LTC specialist who you have confidence in and
soneone with whom you have negotiated a commi ssion sharing arrangenent.

Wy will this be such a good narket? | see three major reasons.

Vi abl e Targets

1. This market consists of thousands and thousands of snaller conpanies which
are viable targets. | amdefining the smaller enployer as those conpanies with
1500 enpl oyees or less, |ess being even 25 people. Huge conpanies, with

t housands of enpl oyees, have al ready been approached by the carriers thensel ves
- such as the divisions specializing in true group at, for exanple, Hancock and
CNA. | will shortly explain the differences between true group and what we cal
affinity group. For many of these mammoth comnpani es, LTC pl ans have al ready been
put in place. But that |eaves a virtually untapped market for the snaller
conpani es. These small er conpanies are going to be turning to brokers either

wi th whom they al ready have an existing business relationship or someone they



know t hrough networking or socially. | learned this the hard way. Several years

ago, | did a direct nail canpaign to the 900 conpani es that were nenbers of the
Maryl and Chamber of Commerce. | received only two responses. Tal k about a poor
response fromdirect mail - this was it! Subsequent investigation reveal ed that

- when it cones to insurance - conpanies do not want to hear from sonebody they
didn't know. They rather talk to soneone they already know and trust.

More Efficient

2. This is a good market to focus on in that selling LTCin the worksite is
definitely a nore efficient use of time. Wiy pursue just individual sales when a
group can provide a fertile narketplace generating nmany nore qualified | eads -
particularly if the enployer is pronoting the programand a discount is
avai l abl e for enployees and their fanlies.

3. Wiy worksite LTCwill be hot is the tax incentives provided to enpl oyers by
the H PAA legislation (Health Insurance Portability and Accountability Act)
passed several years ago. This legislation sent a clear nmessage to consuners
that if you have assets to protect, you should do so with private LTC i nsurance.
It's clearly the individual's responsibility - and not the government's - to pay
for LTC expenses. To encourage individual sales, the |egislation specified that:
e Benefits are received tax-free. This is the nbst inportant benefit.

e LTC premiuns are eligible for medi cal expense deduction to the extent that
they exceed 7.5 percent of an individual's annual gross incone.

The | egi sl ati on encouraged worksite sales by providing that if the enployer pays
the prem um then:

e Premiumcontributions on behalf of an enpl oyee can be deducted as a busi ness
expense.

e The value of prem uns paid by the enployer is not taxable as incone to

enpl oyee.

Enpl oyees paying the prem unms thenmsel ves can treat their paynents in the sane
way as unrei nbursed nedi cal expenses. And regardl ess of who pays the prem um
benefits are received tax free by the enpl oyee.

However, you need to be aware that LTC cannot be part of a Section 125
(Cafeteria) Plan or a Fl exible Spending Account.

Sel f - Enpl oyed

For the self enpl oyed, owners may deduct a percentage of the LTC prem um based
on a schedule. For exanple, for this year and next year, 60 percent may be
deducted. The rest of the expense can be itenized on the individual tax return.
And in the year 2002 that increases to 70 percent and to 100 percent in year
2003.

These incentives are provided only for Tax Qualified Policies. | don't want to
get into the debate of Tax Qualified vs Non-tax Qualified policies. But | wll
say that | only recomrend Tax Qualified policies. If you sell a non-TQ policy, |
hope you have a | ot of paid-up E & O I nsurance.

What is really significant about the H PAA | egislation is the opportunity for
doi ng an "executive carve out." Businesses nay discrimnate by class, so owners
can purchase LTC policies for thensel ves and ot her key executives and deduct the
full premium If your business owner clients are |ooking for ways to get dollars
out of their corporations wthout paying taxes, the executive carve-out approach
is an ideal way to acconplish that.

How am | defining group or multilife LTC? There are two types of programs -
"True Group" and "Affinity Group." How do they differ?

"True Group" is an actual group product designed for the enpl oyer market. The
"Affinity Goup" product is an individual LTC policy with a discounted rate
structure for use within the group environnent, either by a conpany or



associ ation. For true group, mninumconpany size is usually 1000 enpl oyees, and
provi des guarantee i ssue for enpl oyees. The plan has pre-sel ected benefits that
do not all ow enployees to customnize the policies for their individual needs.
Conmi ssion levels are | ow, at some conpanies, the agent receives only a finder's
fee. There is a higher chance of rate increases because the risk is spread only
over the enployer's bl ock of policies. (Enployees who | eave the group and take
the policy with themare placed in a special pool which is even snmaller - thus
further increasing their chance of rate increases.)

Affinity Group Plan

Wth the affinity group plan - using the individual policy at a group discount -
enpl oyees are offered the full array of choices in designing a policy that best
suits their individual needs. A group discount - usually 5 percent or 10 percent
is offered to enpl oyees, their spouses and, dependi ng upon the policy, their
famlies. This is in addition to the other available discounts, such as spousa
and preferred rating (when offered by the carrier). The conbi nation of discounts
usual ly results in |lower premuns than the true group policy.

Affinity group policies provide higher commission |evels - the agent receives
the regul ar conmi ssion levels nmnus a slight cut to offset the group di scount.
The nunber of participants needed will be fewer than required with true group -
sone conpanies require only three applications.

The di sadvantage with affinity plans is underwiting. Al though sone policies do
of fer a nodified guaranteed issue, nost applications are fully underwitten;

t herefore, some declines may occur.

At this time, my preference is the individual policy with the affinity group

di scount, rather than "true group" since it provides greater flexibility for the
client and is usually | ess expensive.

Don't think that LTC insurance is just for the elderly! Wen | started working
inthis field over 10 years ago, it was perceived as only a senior product. But
that's not not the case now. First of all, contrary to popul ar perception, the
elderly are not the only ones receiving LTC services. It's inportant to know
that 39.6 percent of the people receiving LTC are worki ng age adults, neaning
they are between the ages of 18 to 64. Certainly, Christopher Reeves is a
pertinent exanpl e.

And second, the elderly are not the only ones buying this product. Although you
have probably read that the average age in the industry of buyers is 64 or 65,

t he average age at BI SYS was 57. And the conpanies doing true group plans in the
wor k place are reporting even younger average ages - from43 to 47.

Wiy are seeing such an interest in LTC as an enpl oyee benefit? Wl I, as the

ol dest baby booners approach their 50's, nanagers can expect to see el der care
repl ace child care as the nunber one dependent issue for enpl oyees. Another
interesting fact is that today's woman can expect to spend nore years taking
care of aging parents than she spent raising her own children - and for nore
parents than children

The probl ens caused by caregiving will becone of mmjor concern to enpl oyers.

Dol | ar Perspective on Caregiving

From a dollars and cents perspective, the annual cost to companies for |ost
productivity fromcaregiving responsibilities is already $17 billion a year or
$3, 142 per enployee. (Wall Street Journal, 7/19/95). The Anerican Medica

Associ ation estinates that long termcare can cost a conpany with 1000 enpl oyees
as much as $400, 000 a year

Chances are alnost half of a firms enployees will have to care for an ol der
relative at sone point in their careers (The Wrk and Fam |y Institute, Business
I nsurance, 11/12/90).

This is really nore of a wonen's issue than a man's. Wnen nmake up whopping 72



percent of the caregiver force. Fifty-two percent of these caregivers are
enpl oyed full tinme, and 41 percent still have children under age 18 living at
hone.
It's not easy being a caregiver. It is even harder having to do it while
wor ki ng. A recent study showed that 92 percent of enpl oyees responsible for
el dercare experienced negative changes in their work habits.

10 percent took | eaves of absence

33 percent mssed work

45 percent used vacations/sick days

33 percent canme in late or left early

12.5 percent give up jobs

Enpl oyer Benefits

So you can see that this caregiving situation is going to becone a nmjor
headache for enpl oyers. Besi des hel ping enpl oyees better cope with being
caregi vers, and thus stay productive, how el se do enpl oyers benefit?

e The plans are easy to inplenent and administer - it requires witing one check
for payroll deduction.
» There can be no cost to the conmpany - it can be all enpl oyee paid.

e It's portable, so if the enployee | eaves, it becones an individual policy.

e It helps to attract and retain quality enployees - which is particularly

i mportant since many areas are experiencing full enploynent.

Wy do enpl oyees appreciate this benefit? Besides hel ping them neet caregiving
demands, it:

e Protects their pension, assets and savings.

e Saves themtine researching products on their own.

e Provides the neans to afford quality hone health care, adult day care or
facility care

* Can include spouses, parents and parents-in-I|aw.

| nsurance Ti NBS: Understanding LTC Underwiting As An Agent's Best Sal es
Aid
Cct ober 24, 2000, Vol. XIX No. 22

Sem nar Secrets
by Marilee Driscoll

Have you ever spent hours in neetings with a prospect, not to nmention running
illustrations, only to find out fromthe insurance conpany that the case has
been declined for nedical reasons? Organizations report to nme that 20-30
percent of long termcare applications are eventually declined by underwiting.
Not only is this outcone upsetting for the proposed insured, but it adversely

i npacts the agent's wall et!

Part of my business involves long termcare (LTC): as a speaker and trainer
I'"d like to share with you sone state-of-the-art information and strategies on
LTC underwiting. This information was conpiled after interview ng hone office
enpl oyees, MGAs and i nsurance agents.

Different fromLife

Most i nsurance agents understand that the nedical underwiting process is
dramatically different for LTC i nsurance versus life insurance. At the heart of
this matter is the fact that long termcare usage is not related to nortality,



or lifespan, but norbidity: illness or injury that results in the insured
needi ng assi stance. So, for exanple, soneone who had triple bypass heart
surgery or a cancer history may be uninsurable for Ilife insurance purposes (or
very highly rated), but insurable at standard rates for LTC i nsurance. Most LTC
applicants are famliar with norbidity underwiting - they've bought life

i nsurance in the past. They are not usually fanmliar with the type of
underwriting a LTC application goes through. This presents both a problem and an
opportunity for the LTC agent. By educating the people and advisors in your town
or region about LTC underwiting, you provide a public service and generate
goodwi | I .

They need to know that, not only are nedical underwiting guidelines different
bet ween i nsurance conpani es (sonetines dramatically), but the natura

inclination to wait to buy is illogical. By purchasing LTC insurance today, the
insured transfers the future risk to the insurance conmpany. Any del ay keeps this
catastrophic risk on the individual's (uninsured) shoulders. Since every year
of waiting increases the LTC i nsurance purchase price, waiting to buy cannot
(even) be cost justified!

Many potential LTC clients consider thenselves healthy because their medica
problems will not shorten their lifespans; in reality, they are wecks froma
norbidity point of view

| magi ne the 75-year-old who suffers fromosteoporosis and arthritis. She has
suffered two fractures because of the one disease and needs hel p getting dressed
because of swollen armand hand joints. These horrible diseases will |ikely not
shorten her life - however, she is likely to require substantial assistance for
years. She's a great |life insurance risk and a clear decline for long termcare
i nsurance. |If you called on her for LTC insurance, she would probably describe
hersel f as heal t hy.

Pr obi ng Questi ons

How does an agent ferret out medical problenms before investing a lot of tinme in
a case? Through probing questions. Proper probing allows you to mninze
surprises and allows you to match the prospect with the conpany nost likely to
approve their application.

The three | eading causes of underwiting surprises involve:

CANCER - The extent of cancer or grade of tunor was nore serious than reported
by proposed insured. O the tunor had netastasized to another site, or the
proposed i nsurance has had a recurrence on the sane site. Agents can avoid this
type of surprise by asking for a lot of details for anyone with a cancer

hi story.

FAI LI NG FACE- TO FACE - Most ol der (age 75+) applicants for LTC i nsurance mnust
pass a face-to-face assessnent. Field exam ners |ook for the obvious (such as

stability, use of devices, etc.) and assess cognitive ability. If a child is
present at the neeting or has initiated the sal es process, or one spouse "does
ALL the talking," a red flag goes up for the experienced agent. It may be that

the famly nenber is trying to get insurance after noticing a serious decline in
cognitive capacity (a denmentia |like, Al zheiner's, for exanple).

SERI QUS DI SPARI TY BETWEEN MEDI CAL HI STORY ON APPLI CATION and DOCTOR S REPORTS -
One of the nost disturbing trends in LTC underwiting is the "APS surprise.”
Most LA&H agents have had the experience of a proposed insured concealing a
condition fromthem and not disclosing it on the application. The "secret" is
in the doctor's records and the application is declined. This is a typica
probl em which afflicts neophyte agents, who are not yet adept at field
underwriting. | amtalking about sonething different. There is a grow ng and
di sturbing trend of doctors to not disclose their findings to their patients.
Doctors have an ongoing relationship with their patients, while underwiters
have only a snapshot with which to view a future lifetime of risk. A doctor may
choose to "keep an eye on" a problem w thout ever communicating it to the



patient. However, the APS lists this potential, unresolved, problem Savvy
agents ask questions such as, "Wen the insurance conpany reads your doctor's
records, will there be anything in those records that you haven't told ne? How
many doctors have you seen in the last three nonths, and why?"

O her Reasons for Declinations

O her foreseeabl e causes of ratings and declinations include: not enough tine
has el apsed since a nedical event; surgery pending; weight exceeds conpany
limts for height; use of nedical device; on current disability; activity
coupled with a condition (i.e. asthmatic with COPD who snokes).

Agents should ask their LTC carrier for a |ist of pre-screening nedica
qguestions, such as:

Have you been hospitalized in the last five years? For what?

Do you take any nedi cations? Please read for me right off your prescription
bottles what you are taking. What is it for?

Do you use any nedical devices such as wal kers or canes?

Do you have any nedi cal appoi ntnents scheduled for the future? Wy?

Are you schedul ed for any procedures or surgery?

Forge Rel ati onship

Proper probing before an appointnment or at the beginning of a long termcare

i nsurance sal es can help you forge a relationship with your client.

It should also reduce surprises in underwiting. You can advise a prospect up
front if they don't qualify for your carrier's best rates.

Finally, it can help you identify shoppers vs. buyers. Sonmeone who is unwlling
to give you personal nmedical information is not allow ng you to do your job and
is unlikely to ever beconme a valued client.

For more practical information on long termcare underwiting, visit

www. mari | eedriscoll.com click on long termcare, click on subscribe for the
FREE | ong term care newsl etter

Marilee Driscoll is a professional speaker on LTC and an expert on sem nar

mar keti ng and LTC pl anning. Based in Plynouth, Mass., she speaks to audi ences
across the country who want a never-endi ng stream of highly-qualified |Ieads.

Her new book is Sem nar Secrets: A Hands-on Guide to Marketing to Baby Booners
and Their Parents. Marilee can be contacted at (508)830-9975, or at her new web
site ww. maril eedirscoll.com

| nsurance TI NMBS. Long-Term Care Insurance: Another Cross Marketing Door
For Property Casualty

Agenci es

Cct ober 24, 2000, Vol. XIX No. 22

by Dave Goodwi n
This is another in the Insurance Tines series on cross-marketing opportunities
for property casualty agencies. Previous articles discussed Critical Illness,

Life Settlements and cross-marketing in general

The Long-Term Care famly of products includes coverages for nursing hone, adult
day care, hone health care, assisted living facility and other related benefits.



There are many variations anong the carriers.

LTC has unique qualities. Unlike critical Illness and Life Settlenents, LTCis
not a new concept; it has been around (nostly very quietly) for decades. Only
recently has the coverage been wi dely discussed. The new wave, roughly the past
five years, has seen sales take off slowy, then build up, then level off. Al
of which adds up to this picture: LTC s prospects have heard about the product
but in large part have not yet bought it. Reasons include

Wiy Sl ow Sal es

A. Unfamliarity with the coverages. Despite consuner articles about it, LTC has
not yet been widely seemin action. The typical consuner doesn't have nany
friends -- perhaps none-- who have been through the clainfbenefit/satisfaction
cycle. And despite statistics which predict that he may well need coverage, the
consumer does not see its use as inevitable as the life policy.

B. Limted range of carriers offering LTC. The nunber of LTC carriers can be
counted in the scores in nost states, rather than the hundreds.

C. Limted acceptance by agents. LTC is a product which calls for a specialized
expertise for agents who want to scan the nmarketplace of products. In addition
many have found that it is often a two-call sale. So agents tend to prefer to

call in LTC specialists, splitting comm ssions but gaining a confort |evel.
D. Difficulty in prospecting. Wile semnars, |ead prograns and adverti si ng
produce business -- sonetines very handsonely-- nost LTC specialists (like npst

life/health agents in all categories) spend too nuch tine prospecting.

Cross- Marketing M nded

In sum there is a need for this product, a large market to be seen and sold,
and a need for the prospect and the agent to be brought together efficiently on
a professional level. This is the scenario best satisfied by the cross-

mar keti ng m nded property casualty agency.

The property casualty agency has (or can easily build) a volune of prospects for
LTC on its books. It already has a good-- sonetinmes very close-- relationship
with those LTC prospects, having provided other coverages and built a base of
trust with them And the property casualty agency may al ready know many of the
fam |y factors which play on LTC. where the prospects' fanmly nmenbers are, what
the financial pictures are, and other kinds of "feeling" factors which are nore
i mportant in LTC than in other fornms of insurance.

To the property casualty agency nmanagenent, the chall engi ng questi ons may not be
whet her to nobunt a serious canpaign to sell LTC but rather howto do it. If
there is already an in-house life and health staff of one or nobre, devel oping

| eads may be all that's necessary (provided, of course, that the staff's
expertise and time permt the added line to be handl ed properly).

Qut si de Expert

Unl ess the agency is |arge enough to support an in-house LTC specialist, |
bel i eve that nost would be well served to consider working with an outside
source specializing in LTC is one is avail able. That source could be a PPGA, an
MZA or perhaps a "circuit-rider," a trusted agents serving nore than one agency.
Group cases should al so be devel oped, now that group LTC is avail abl e

| stress the specialization in LTC because | feel that the product demands a
prof essional sale, and anything |less could lead to problens. It's inportant not
only to develop LTC expertise but also to keep current with its devel oprments.
The rewards are anpl e: roundi ng-out of client coverages thus reducing errors and
om ssi ons exposure ("my agent never offered nme this coverage!"), greater client
retention, referrals (which can lead to entire accounts) and, of course, profit.
The tine is ripe, |'mconvinced, for property and casualty to devel op full-bl own



life and health marketing operations, LTC should be an inportant part. p

Goodwi n, a veteran contributor to |InsuranceTi mes and ot her publications, is a
cross-marketing consultant who distributes Critical Illness and other products
nati onwi de through property casualty agencies and ot her channels. He may be
reached at 800 622-0576.

| nsurance Ti meS: Providence Mt ual
Cct ober 24, 2000, Vol. XIX No. 22

Parillo el ected president at Providence Mitual, CEO at G ange Mitual; Jenness
heads || ANH, Starkweat her & Shepley pronbtes 3; Anctil joins Protector G oup
Kenmper nanes 2

Provi dence Mit ua
Sandra G Parillo, senior vice president and secretary, has been el ected
presi dent of The Providence Miutual Fire Insurance Co., based in Warwick, R I.
and vice chairman and chief executive officer of Grange Miutual |nsurance Co. of
Rochester, N. H
Richard L. Allen will continue as chairman of the board of both conpanies.
Parill o began her career with Providence in 1977 as a college intern. She becane
seni or underwiter in 1982 and was appoi nted senior vice president and secretary
in 1999.

Provi dence is New England's ol dest fire insurance conpany, founded in

Provi dence in 1800. G ange was founded in 1888. The conpanies wite throughout
New Engl and, New York and New Jersey.

The Protector G oup

The Protector Group recently hired Mchelle A Anctil as client services manager
for personal lines, conmercial |lines and enpl oyee benefits/financial services
departments in its three offices in MIIbury, Leom nster and Wellesley and its
hone office in Wircester. She joins Protector Group from Wrcester Insurance Co.

I | ANH

CGeorge B. Jenness was recently el ected president of the Independent |nsurance
Agents of New Hanpshire at the association's 101st annual neeting in North
Conway. Jenness is president of Jenness & Jenness Agency in Rochester, N.H He
is the third generation in the famly to head his agency.

Zurich Kenper Life

Ken O son has been naned vice president of national accounts for Zurich Kemper

Life's brokerage unit. O son will enhance the |life brokerage division' s product
portfolio, technol ogy, marketing and service delivery as it ainms to extend its
sales in variable universal |ife and related cash-val ue products. Prior to

joining Zurich Kenmper, O son served as field vice president at The M dl and.

Met Li fe

Janmes M Benson, president of individual business for MetlLife, announced the
appoi ntnent of Gary Schulte as senior vice president of distribution strategies.
Schulte will be responsible for evaluating and expandi ng distribution systens
across the company's individual business franchises. This will include MetlLife
Fi nanci al services and affiliates, Boston-based New Engl and Fi nancial and St
Loui s-based GenAnerica Financial. He comes to MetLife fromMIIliman & Robertson



Consul tants.

Kemper I nsurance

Davi d Snol ensky and Andrea S. Forman have joined the Corporate Conmunications
Depart nent at Kenper |nsurance Conpani es.

Snmol ensky joi ns Kenper as Senior |Integrated Conmunications Manager for Kenper's
Busi ness Custoner Group (BCG. H s responsibilities include overal
conmuni cati ons strategy for BCG in addition to various other corporate

conmuni cations activities.

Smol ensky cones fromthe National Association of |Independent Insurers, where he
handl ed public affairs activities for a nunber of major states in addition to
runni ng the association's grassroots program

Andrea S. Fornman joins Kenper |nsurance as the new | ntegrated Comunications
Manager for the Kenper Casualty Conpany (KCC) based in New York City's World
Trade Center. Her responsibilities at KCC will include handling all interna
and external conmunications for the unit as well as other corporate duties.
Formerly, public relations nmanager for the Risk and | nsurance Managenent
Society, Inc. (RIM5), she has al so worked as a news producer/witer for CBS,
ABC, NBC and FOX | ocal news stations in New York City, Rochester, New York and
Cl evel and, Chio.

St ar kweat her & Shepl ey

St ar kweat her & Shepl ey | nsurance Brokerage in East Providence, R 1., announced
several key pronotions.

Steven E. Deware has been pronoted to senior vice president. He is responsible
for sales, servicing and marketing of commercial lines and ri sk managenent
services. Deware joined the firmin 1997 as vice president. He has nearly 25
years of experience in the industry, including 15 years with |Insurance
Underwriters, Inc., a Providence agency acquired by Starkweather & Shepley in
1997.

A.J. Rockwell has been pronoted to vice president and will be responsible for
sal es, servicing and marketing of commercial property and casualty insurance.
Rockwel |, a fornmer underwiter at Providence Miutual from 1985 to 1988, has been
assi stant vice president.

Davi d B. Sof orenko has al so been pronoted to vice president responsible for
commer ci al insurance sales. He rejoined Starkweather & Shepley in 1997 and was
pronoted to assistant vice president in 1998.

Sun Life Financia

Sun Life Financial in Wllesley, Mss. has appoi nted Janet \Witehouse to the
position of vice president for strategic initiatives. In this position, she wll
report to James McNulty, |11, executive vice president for U S. operations and
wi || assist senior managenment executives with initiatives planned for 2001 and
beyond. Whitehorse nost recently as with Duncanson & Holt, a subsidiary of Unum
Cor p.

Sun Life Financial also named Ruby E. Kovel eski as assistant vice president for
human resources. She will be responsible for hunan resources functions of the
retirement products and services division of Sun Life of Canada (U. S.)

Di stributors, Inc.

And Thomas L. Cahill has been appointed assistant vice president and controller
in the Individual Insurance Division. He spent the |last 23 years at John Hancock
Life Insurance Co., nobst recently as director of financial analysis and planning
for broker/dealer life insurance distribution.

Young | nsurance Professionals Network
The Young | nsurance Professionals Network el ected M chael A. Loguerico Jr. of
New Provi dence, as president at the Professional Insurance Agents of New York



annual neeting recently. Loguerico is a national sales representative for Life
Instructors Inc.

Frank K. Dani berg of Lagrangeville, a senior marine underwiter for G eat
American I nsurance Co., was elected vice president; Richard Werchol uk of
Schenect ady, who works for Preferred Coverage, was named secretary; and Leslie
Bullis of New York City, who works for Lee & Hawt horne Credit |nsurance, was
el ected treasurer.

1752 C ub

The Robert C. Dwelly Schol arship award fromthe 1752 Cl ub has been awarded to
Mary L. G bbs of the Oceanside Insurance Agency in Hyannis, Mass. and Rachel
Joy Granger of the Avery Agency in Wl feboro, N.H The award goes toward tuition
for enrollment in the Certified Insurance Counselor (ClC) designation program

1 ANJ

Gary S. Newborn of G S. Newborn & Associates of Flemi ngton, N J. has been

el ected president of the Independent |nsurance Agents of New Jersey. Kenneth
Hager man of Laurel Coe & Associates in Stratford will serve as president-elect.
Deni se M Ronan of the Ronan Agency in Brock was el ected vice president and
Jeanne Heisler, also of the Ronan Agency, will continue as State Nati onal
Director.

M ddl esex Mut ual

M ddl esex Mutual Assurance Co.'s Bruce Anderson, right, presents the Estelle
Gawl ak CI C Menorial Scholarship to Christine Gonfriddo, left, recipient of the
schol arship for 2000. The schol arship is awarded annually by the Connecti cut
Certified Insurance Counselors (CIC) to a woman and pays the full tuition to
each of the five classes conprising the ClC designation.

The schol arship was present during the Professional |nsurance Agents of Conn.
annual neeting. The scholarship is in nenory of Gawl ak, a M ddl esex Mt ual

enpl oyee in 1960.

Arbel |l a

Arbella Miutual Insurance Co. recently honored its top personal |ines agencies at
a Cotton Cub-style evening conplete with a swing band and gaming tables at the
Westin Hotel in Waltham Mass. The insurer recogni zed agents who have attained a
conbi nati on of prem umvolunme, long termprofitability and sales growmh with
Arbella. Sixty-two agencies were honored as Admiral Agents and another 91 as
Capt ai n Agents.

In addition to the Admral and captain awards, 12 agencies were selected to
receive the Territory Excellence Award for achi eving the highest [ evel of growth
and profitability in their respective nmarketing territories. These award w nners
were Al bert G Brock Co.; Campbell, Flaherty & Ring; Chisholmlnsurance Agency;
Arthur L. Cushman & Son; Dow ing | nsurance Agency; Jensen-Sheehan |nsurance
Agency; Mone, Lawrence & Carlin Insurance Agency; Norcross & Leighton; Norris

I nsurance Agency; O Connor and Conpany |nsurance Agency; Parent Prakop &

Associ ates, and Partridge-Zschau | nsurance Agency.

Phot o: Arbella Mitual President and CEO Richard Brewer (left) and Arbella, Inc,
Chai rman John Donohue (right) present one of 12 Arbella Territory Excellence
Awards to Ted Lane (left) of the Arthur L. Cushnan & Son Agency.



| nsurance TinmMeS: U'S Sun Life Rewards LTC For Return To Work
Cct ober 24, 2000, Vol. XIX No. 22

Enpl oyers carrying U.S. Sun Life Assurance Co.'s group |long-term care coverage
can earn financial benefits when they take an active role in hel ping disabled
enpl oyees return to work.

The program Return to Wirk Rewards, is being offered at no additional cost to
all US. Sun Life Goup LTD policyhol ders.

To receive a reward, an enployer must nodify the enployee's job duties, change
t he physical location of the position, or create a new position that

accommodat es the injured enployee's physical limtations. If the enpl oyee
returns to work full-tine within 24 nonths of his or her data of disability and
stays on the job for six nmonths, the enployer will receive a prem umcredit

worth up to three nonths of the enployee's net nonthly LTD benefit to a maxi num
of $10, 000.

In addition, enployers may also qualify for Sun Life's Reasonabl e Accombdati on
Benefit of up t $2,000 if special equipment is needed such as an ergonomic
keyboard or chair

| nsurance Ti NBS: Cobraquarterly.Com Includes Alert E-Mil
Cct ober 24, 2000, Vol. XIX No. 22

BKC&G I nc. has | aunched COBRAQuarterly.com an online version of the conpany's
publication that contains nore than 600 pages of COBRA-rel ated information,
including all required forns and notices and a full search feature. The site
hel ps i nsurers, enployers, and insurance agents conply with COBRA requirenents.
COBRAQuarterly.comal so has an alert feature that e-mails topical COBRA news
directly to a subscriber's e-mail account.

| nsurance Ti MeS: Low Cost, Reduced Fee Health Plan Avail abl e
Cct ober 24, 2000, Vol. XIX No. 22

Affordable Health & Benefits LLCis offering a | ow cost, reduced-fee-for-service
heal th package that it says often reduces prem uns and increases benefits. The
conpany has contracted with several mmjor nationw de provider networks, enabling
menbers to take advantage of | ower negotiated rates for medical, dental
prescriptions, vision, alternative medicine and other plans. A choice of three
plans is available, starting a slow as $9 per nmonth for an individual and $15
for a famly. The nmenbershi ps plans' rates are guaranteed for two years,
according to the comnpany.

The conpany is | ooking for agents to market the plans. For nore information,

call 970 613-0392 or fax, 970 461-0820.



| nsurance Ti mesS: Anmeritas Offers ASO Dental Plan Option
Oct ober 24, 2000, Vol. XIX No. 22

Amreritas Life Insurance Corp. of Lincoln, Nebraska, now offers an Adm nistrative
Service Only (ASO dental plan option for businesses that self-insure denta
coverage for their enployees. The plan also cones with a unconditional guarantee
on the quality of services provided to businesses.

The program does not require any advance deposit for dental claimprocessing
services, unlike many others. The Aneritas ASO is a Pay-as-you-go" plan under

whi ch the conpany deposits noney when notified of the anpbunt of a clains.

| nsurance Ti meS: Ebdirect.Com Selling 40 Insurers' Products
Oct ober 24, 2000, Vol. XIX No. 22

Greenwi ch, Conn.-based ebDirect.comis a Wb-enabl ed enpl oyee benefits service
now of fering group health, life, dental, disability life, and vision coverage
fromnmore than 40 maj or insurance carriers, as well as human resource

admi ni strative tools.

Enpl oyers can purchase and manage their benefit plans independently online or
with help fromlicensed insurance representatives and account managers offline
t hrough ebDirect's six regional offices.

The conpany has partnered with several other firns-- Staples.com Vertical Net,
Bi zBuyer and Buyer Zone.com - to extend its programto enpl oyers.

Among the carriers participating are Oxford Health Pl ans, Blues Cross and Bl ue
Shield Plans, PacifiCare and Kaiser Pernmanente. ebDirect is |licensed in 40

st ates.

| nsurance Ti meS: Hartford Life Added To CBI A Group Program
Oct ober 24, 2000, Vol. XIX No. 22

SI MSBURY, Conn. - Hartford Life has been chosen to provide group life insurance,
acci dental death and di smenbernent, short-termdisability, and |long-term
disability plans to Connecticut business that participate in the Connecticut
Busi ness & I ndustry Association's Health Connections enpl oyee group program
CBIA is the state's |argest business organi zation, with 10,000 nmenber conpani es.
Hartford Life becones the fifth insurer participating in the group program

| nsurance Ti MBS: NH Insurers Forecast Double-Digit Hkes In Health Plan
Prem uns
Cct ober 24, 2000, Vol. XIX No. 22



Enpl oyers in tight job narket forced to absorb costs

CONCORD, N.H. (AP) - For the third straight year, the price of health insurance
in New Hanmpshire will rise by double-digits

That's | eaving sone enpl oyers scranbling to find cheaper ways to insure their
enpl oyees.

The hi gher prem uns under review are worryi ng enpl oyers who cannot easily pass
the increases on to enpl oyees. The boom ng econony has conpani es scranbling for
wor kers, and nobst enployers can't afford to risk giving their enpl oyees
incentive to find other places to work.

Ti ght Labor Market

"One of the things | hear a ot when | speak to small businesses is that it is
very difficult to keep up but at the sane time, it is very difficult to |ose an
enpl oyee over not having insurance in this tight [abor nmarket,'' said Katharine
Eneguess, the vice president who oversees health care matters for the Business
and I ndustry Associ ati on of New Hanpshire. ~ Mst enployers are saying that they
are doing their best to try to absorb these costs.'

Ri si ng i nsurance costs have enployers are scranbling to find new ways contro
costs, including by using the Internet to find cheaper coverage for workers.
""We really believe e-commerce and the Internet are going to play an extrenely
powerful role, first in allowing enployers to find the right plans to offer and
then in allowing their people to find the plan that is best for them'' said
Jack Bruner, a health care specialist for Hewitt Associ ates.

Hewi tt has conducted two Internet auctions that allow participating insurers to
bid for the business of |arge enployers.

Eneguess sai d she knows of three groups of enployers who are trying to forma
purchasing alliance, which would allow themto bypass insurers and negotiate
directly with doctors and hospitals for the care of their enpl oyees. She expects
at least one of themto succeed by early next year

Few Enpl oyer Options

An insurance industry shakeout has |eft enployers few options. Five conpanies
are licensed to sell managed care insurance in New Hanpshire, but three cover
relatively few people. Between them Anthem Blue Cross Blue Shield of New
Hanpshire and Ci gna Heal thcare of New Hanpshire control about 90 percent of the
state's managed care narket.

Ci gna Rates

Prem um i ncreases, which fell just beneath double digits three years ago at
Cigna, will average between 15 percent and 20 percent for the second year in a
row, said Brian Wells, president and general manager of Ci gna New Hanpshire.
""We will continue to work diligently to ensure that quality care is affordable,
but ultimately these costs are passed on to enployers and enpl oyees through

hi gher premi uns. W worry about how | ong enployers in New Hanpshire will be able
to afford them'' Wells said.

The hi kes have also raised fears that the rolls of the uninsured, which fel

| ast year, will begin grow ng again.
"“For uninsured adults who cannot afford to buy into the individual market but
who don't qualify for Medicaid - | don't know what to say,'' said David Sky, a

life and health insurance actuary with the state's insurance departnent.

I ndi vi dual Preni uns

| nsurance prem uns in the nongroup market serving individuals will probably rise
by an average of 20 percent, Sky said. About 850,000 New Hanpshire residents have
heal th i nsurance, but only sonme 20,000 people are in the nobre expensive,
nongroup fully-insured category.



Frustrated Buyers

The doubl e-digit hikes have frustrated buyers and health care providers alike.
Doctors fear that renewed efforts to curb costs will mean |less control and nore
battl es over patient care.

““When you have two conpanies controlling 90 percent of the patients, it is hard
for the provider community and physicians to have any ki nd of bargai ni ng power
or say yes or no,'' said Pal ner Jones, executive director of the New Hanpshire
nmedi cal society.

Hospitals, too, fear that they will suffer as a result of rapidly escalating
prices.

Access Concern

"“We are incredibly concerned about access,'' said Mke Hill, director of the
New Hanpshire Hospital Association. ~ You would like to be able to blane
sonebody and go get them and it is really hard to do that

National |y, experts estimate that with every one percent increase in the price
of health insurance, 300,000 people will | ose coverage.

| nsur ance Ti nes: Vernont Health Premiuns To Ri se But Less Than This Year
Cct ober 24, 2000, Vol. XIX No. 22

MONTPELI ER, Vt. (AP) - Health insurance rates in Vernont will rise once again
in 2001, although they are not expected to do so at the 16 percent clip seen

this year.
The actual figures won't be known until later this year, when health insurers
will have to file their new rates with the state

Leigh Tofferi, a spokesnman for Blue Cross and Blue Shield of Vernmont said his
conpany's rates likely will clinb by a percentage ~“fromthe high single digits
to the | ow teens.'

Tofferi said the higher rates were being driven by increases in the use and cost
of medical care, and even faster increases in the price and use of prescription
dr ugs.

Bl ue Cross Drug Cap

In an effort to counter those increases, Blue Cross is planning sone changes in
the way it covers prescription drug costs.

The non-profit conpany will cap its drug benefits in sonme plans, Tofferi said.
Basi c prescription drug benefit programs that had provided unlimted drug
coverage will now be capped at $2,500, with the consunmer picking up costs after
t hat anobunt has been reached.

Tofferi said the organization had determ ned that fewer than one percent of
custonmers who had prescription drug benefits ever reached the $2,500 level in a
year. The conpany will assign individual case managers, he added, to work out
alternatives for custoners whose prescription drug bills rise above that anount.
""We woul d anticipate that for the small nunber of people that may exceed the
cap we will have strategies on how to best treat their illness,'' Tofferi said.
He added that Blue Cross was al so planning to offer new prescription drug
packages that would provide incentives to encourage people to shop for the | east
expensive (but still effective) treatment.

Blue Cross is the state's largest single insurer, with nore than 170, 000 Ver nont
cust oners.



Vernont's second | argest health insurer is MVP, which assuned many of the
custonmers of Kaiser Pernmanente when that conpany left the state.

In 2000, MVP's rates rose an average 25 percent, said M/P Regi onal Adm nistrator
James Hester. As with Blue Cross, he said rate increases will be smaller this
year.

| nsurance Ti meS: Frustrated Doctors Use Comedy To Spoof System
Oct ober 24, 2000, Vol. XIX No. 22

BOSTON (AP) - Doctors frustrated with the endl ess red tape and bureaucracy
associ ated with managed health care coul d take a page out of Barry Levy and G eg
LaGana's book.

In addition to fighting it, the classnates from Cornell Medical School decided
to spoof it.

The pair signed up for a class at the New School for Social Research in New York
City called Witing for Miusical Theater in 1994. Levy comruted from Sherborn,
LaGana from Paterson, N.J.

A year later at their 25th medi cal school reunion, their classmates w tnessed

t he debut performance of the duo's 45-minute cabaret act, " ~Damaged Care.'' The
show spoofs the medical comunity's angst about HMOs and for-profit health care,
pi nni ng the bl ane on insurance and drug conpani es, hospitals, and doctors.
LaGana and Levy are trying to make a point with their hunor. The nessage is that
doctors nust | ead the way to solve the probl enms of nanaged care.

LaGana, with a gray beard and a white coat, plays a disillusioned former hippie
turned doctor. Levy, clean-cut in a dark suit, plays his entrepreneuria

col | eague.

The two rmuse on nedicine losing its soul in one scene, before breaking into a
song about drug conpani es marketing WD-40 as a cure for constipation

They have perfornmed for nore than 30 groups, including those who are the targets
of their nmerriment. They get away with it, they say, because of the anger

agai nst managed care, and the novement to control health care costs. Insurers,
adm nistrators, and doctors alike consider thenselves victinms of a flawed
system

““It's the insurance conpani es who are being | anpooned,'' said Judy d asser
spokesworman for the Massachusetts Hospital Association, which hired Damaged Care
for its June nmeeting on Cape Cod.

" " They brought down the house,'' said Newell Warde, executive director of the
Rhode |sland Medical Society. ““It's fun to be able to | augh together with your
col | eagues over something that hurts so much.'’

LaGana and Levy, both 56, nake up for a few sour notes with charm and

ent husi asm

The doctors shimmy across the stage, belting it out to the Irving Berlin tune
from  Annie Get Your Gun''

Heal th care business ain't fair business, we gain when care's denied!
Needl ess urgent care we have been scorning!

Care wit hout approval's a ni stake!

Take two aspirins, call ne in the norning!

The I ess we do now, the nore we nake!

They scorn online nmedici ne, poke fun at insurance executives with horns and
tails, and doctors being replaced by dogs. But the show s enotional peak cones



with its only original tune, ~ Two Doctors of Medicine,
acconpani st Brad Ross.
The two tell stories about why they becane doctors: Levy because when his

conposed by

physi cian uncle delivered him he said, “"It's a doctor!''; LaGana because of a
doctor who held his hand during an asthma attack when he was 7.
""We cried when we wote it,'' LaGana said

The show ends with a call to action, set to the revolutionary finale of Les

M serabl es. "'

| nsurance Ti MBS: Yahoo! Turns To Lloyd's For Buyer Protection
Cct ober 24, 2000, Vol. XIX No. 22

NEW YORK (AP) - Yahoo! Inc. is launching new initiatives that protect purchases
made on its auction and shopping sites.

The programis backed by insurance obtained fromLloyd s of London

Yahoo!'s noves are designed to "add another | ayer of confidence for consuners
during the shopping season,'' according to Brian Fitzgerald, producer for Yahoo!
auctions. "“Fraud is very low,'' he said, noting that it represents |ess than
one percent of all transactions on the Yahoo! comerce site. For the first three
quarters, Yahoo!'s sales totaled $3 billion.

For its auction site, called auctions.yahoo.com the protection targets
transacti ons, whose closing price is above $25 and bel ow $10, 000, and is either
paid for and not received, or "nmaterially'' different fromwhat was described by
the seller. Consunmers will be protected for up to $250 with a $25 deduction. For
those using direct paynent, coverage goes up to $3,000. with a $25 deduction

As for its shopping site, shoppers are protected free of charge for the ful

val ue of any itemup to $750. Protection up to $1,000 is available to consuners
who store their billing and shipping information on the site.



