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Proposal s other than downward rate
devi ations have difficulty getting approved

by Mark Hol | mer
| nsur anceTi nes

BOSTON - It seened sinple enough ei ght nonths ago, when Plynouth Rock Assurance
Corp. filed its proposed endorsement with the Massachusetts Division of

I nsurance for replacement cost coverage.

The conpany wants to offer a $50 per year, two-year package that gives customers
the actual value of a new car if it's destroyed in an accident, rather than the
depreci ated val ue covered in a typical policy.

Ei ght nonths later, the conpany is still struggling to convince the DO that the
policy is legal and viable in the Bay State, and both sides appear to disagree
about why the endorsenment hasn't been approved yet.

"There is no particular, detailed, delineated process," explained Paula Gold,

vi ce president and general counsel for Plynouth Rock (and fornmer head of the
Massachusetts consuner affairs department).

"We filed sone tine ago it's taking Ionger than we'd like and we'll continue to
try and push forward, and to see what we can acconplish in terms of the (DA),"
she sai d.

But as the DO sees it, Plynouth Rock's proposed endorsenment was already
considered and rejected on a tinely basis back in March after at |east one
resubm ssi on. Subsequent neetings intended to sal vage the concept legally
haven't borne fruit.

"W do not believe we can do what they would like us to do (but) we hope that we
can try and give them sone ideas (under the existing law)," said DO

Commi ssi oner Linda Ruthardt.

"(They) already knew |l ast March that as submitted, (the endorsenment) was not
approvabl e (and) not hi ng new has been subnitted," Ruthardt said.

The Pl ymouth Rock endorsenent, she added, "is the sort of endorsement that woul d
be filed in a state that is totally conpetitive" and not Massachusetts, which is
heavi |l y regul at ed.

"Qur state law is not designed for individual conpanies to sell different

things. That's the bottomline with very, very few exceptions."

I ndi vi dual conpany endorsenents are unusual in Massachusetts because state |aw
established a "fix and establish" system where the conmi ssioner approves the
auto policy and uniformrates.

The law all ows for "downward deviations" in price fromthe approved rates (i.e
safe driver discounts); they nmust be filed within 30 days of the state rating
heari ng.

According to Ruthardt, Plynouth Rock's proposed endorsenent reflects an upward
devi ation rather than a downward one and so it doesn't work under the state's
current system

Plymouth Rock filed its proposal with the DO in January and then re-filed again
in January with sone additional details DA staff wanted concerning pricing

Rut har dt sai d.

In March, DO staff wote Plynbuth Rock a nenorandum stating the proposed

endor senent was not |egally possible, but they could submit a witten menorandum
argui ng why they though state law allowed it.

The menorandum submitted March 9, was not successful, Ruthardt said.

Since then, Ruthardt said, she or other DO officials have net with Pl ynouth



Rock representatives at | east twi ce (by phone and in person) in an effort to
hash out a solution and perhaps pursue the endorsenent another way.

The npbst recent neeting, on Oct. 6, did not produce a solution, Ruthardt said.
Still, while Massachusetts is limted by its "fix and establish" system the
state is not without endorsenents.

The Autonpbile Insurers Bureau has successfully sponsored some mnor industry-
wi de endorsenents over the years, establishing supplemental coverage for such
items as sound reproduci ng equi prent, said Al B Senior Vice President Richard
Derrig.

But there hasn't been much incentive to develop individual conpany endorsenents
because of the established rates system Derrig said.

For its latest effort, the AIB | ast Decenber proposed an optional, industry-w de
endor senent that would cover the use of original equipnent manufacturer parts to
repl ace crash-damaged ones.

Rut hardt approved | egal aspects of the proposal in June and recently signed off
on a nmechanismto calculate rates, but the nunbers will be set using 2001 rates.
AlB officials, however, have said that the rate allowed by the DO may not make
t he endorsenent profitable enough for conpanies to use.

The case of Prem er Insurance of Worcester is a little different.

For nmore than four years, Prem er has pursued establishnent of an optiona

i ndi vi dual conpany endorsenent that would give policy holders a 15 percent

di scount on personal injury protection and nedical paynents coverage as |long as
t hey used managed care services.

Oiginally, Ruthardt approved the managed care endorsenent w thout a hearing,
but the Massachusetts Acadeny of Trial Attorneys sued, arguing the endorsenent
clashed with the state's "no fault" statute and that Ruthardt should have held a
public heari ng.

Rut har dt subsequently suspended her approval and hel d heari ngs.

As of | ast week, Ruthardt approved the endorsenment itself but the rate hasn't
been set and as a result it can't be marketed yet.

Still, the endorsement has reached approval stage, a point Ruthardt said
happened for a sinple reason: "a downward devi ation allowed by the | aw the sane
as the safe driver discount."

But progress or not, Susan Scott, Premier's general counsel, said the

endor senent process for her conpany has been a long, frustrating journey.

"The ampunt of tine it's taken to get this endorsenment approved is
unacceptabl e," she said.

"We are required by statute to contain costs and we have sonething here that we
think will (do that) and pass those savings onto insurers,” she said, "and we've
been unable to" use it.

So is the endorsenent process in need of tinkering?

It depends on whom you're asking.

Speaki ng generally, DO spokesperson Christopher Goetcheus said del ays aren't
necessarily unusual, because "each case presents its own circunstances..." and
changes that affect auto insurance coverage nust be considered carefully.

Scott, of Premier, suggests that |awrakers coul d nmake changes "that require
approval (of endorsenents) within certain periods of tines."

Rut hardt said the existing |law has produced two maj or benefits in the last two
years: safe driver discounts and the new optional AlB endorsenment for origina
equi pnrent manufacturer parts.

These acconplishnments in a tight regulatory environnent, Ruthardt said, should
serve as an exanple for other conpanies to keep trying.

"W woul d encourage people to try and use the statute to try and hel p consuners
to buy what they want to buy," she said.

"One reason we net with Plymuth Rock (Qct.6) was to try and give themideas as
to how they mght sell (new car) protection even if you can't do it through the
auto policy."



Rut hardt said a change in the law could alter the process but she would not say
either way if she supports new | egislation to speed up endorsenents.

"I don't tell the Legislature what to do," she said, noting that previous
attenpts to introduce nore consumer choice into the state's auto policies have
failed on Beacon Hill.

| nsurance Ti MBS: New I1AA President
Novenmber 7, 2000, Vol. XIX No. 23

New Engl and's own W/ Iiam Hof mann
of Bel mont, Mass. was sworn in as president of the Independent |nsurance Agents
of Anerica last week in cerenpnies at the |l AA annual convention in Olando. In
his inaugural remarks, Hof mann prom sed that |11 AA would "l eave no agency behi nd"
inits efforts to pronote and protect the American Agency System

Also at the Il AA nmeeting, Rev. Jesse Jackson urged the industry to enbrace
a future of diversity.

And the results are in fromIlIlAA s 2000 Agency Uni verse Study: agencies are

stabl e, nore diverse and younger

| nsurance Ti MBS: Vernont's Costle Tackles Civil Unions, Privacy, Health
November 7, 2000, Vol. XIX No. 23

Interview reveal s i ssues before region's |ongest-serving state regul ator

by Penny WIlians
| nsuranceTi nes

MONTPELI ER - Wil e Elizabeth Costle was busy working on insurance regulations to
i mpl enent the state's new civil union |law, voters were deciding whether to
return her boss, CGov. Howard Dean, a supporter of the controversial law, to

of fice.

If Dean wins, Costle will likely be reappointed as Conmi ssioner of Banking,

I nsurance, Securities and Health Care Adninistration and only face the Senate
confirmation process that occurs every two years. Costle, who serves at the

pl easure of the governor, is already the |ongest-serving insurance regulator in
t he New Engl and st at es.

Civil Unions

In a recent interview, Costle tal ked about the civil union regul ations, health

i nsurance markets, privacy, workers conpensation, the sale of insurance over the
Internet and a host of other issues and how her department is approaching them
The recent Vernont |aw which |egally recogni zes uni ons between same sex coupl es
nmakes it necessary for the departnent to issue a draft rule.

"W've had a hearing and we're working on a bulletin," she said. "W are al so
working closely with the industry on sanple endorsenments they can put on
policies to deal with civil unions. |I think it is going quite snmoothly, although



there are still some unanswered questions, nore in the area of how the state | aw
wor ks when you get federal taxation questions."

Heal t h Mar ket

Li ke her counterparts in New Hanpshire and Maine, Costle is troubled by the

i ndi vidual health insurance nmarket, as well as the snall group insurance narket,
and feels sone regi onal cooperation nmght be part of the answer.

"The big problemis nedical costs are going up because people are getting ol der
and the doctors and hospitals can do so much nore for people," she said.

"Qur costs will go up but our prem uns should go up less this year than | ast
year. Part of |ast year's increase was catch-up for the fact that there's been
under-pricing prior to that as well as sone nandates."

Costle would like to have nmore than the four comnpanies now in the individua
market. "I would Iike nore conmpanies in but we don't want conpanies coming in
because they want to cherry pick the good risks and have a 50 percent | oss
ratio," she said.

Vernont is working with New Hanpshire and Maine to see if a regional approach
offering a tri-state market might |ook nore attractive to carriers.

"It certainly appears to be sonething we want to | ook at and I think we are
going to look at it in the individual and snmall group narket," Costle said.

"I ndi vidual narket coverage is very expensive."

The three state governors are discussing creating the first in the nation nulti-
state prescription drug purchasing pool designed to assist people enrolled in
Medi cai d prograns access | ess expensive drugs. The purchasi ng pool could al so be
avail able to others on a vol unteer basis.

According to Costle there is a fairly | ow nunber of uninsured in Vernont but
"every tine the price goes up you worry that nmore will drop out."

The U.S. Census Bureau recently published figures indicating increased nunmbers
of uninsured in Vermont. Costle takes exception to these figures, pointing out
that Vernmont insurance carrier and Medicai d program data show ot herw se

Wor kers Conp
Havi ng a safer workplace is the best way to hold down workers compensation
rates, she said. "The nore we can keep down rates, the better off we are. W had

a small increase last tinme and not having seen the upconing rate filing,
woul dn't even hazard a guess as to what's going to cone in or what it will |ook
l'ike.

Sone of the swings in individual workers conpensation classes disturb Costle and
she notes that there appears to be | ess discounting. But she views the current
upward trend as part of the underwiting cycle. "Conpanies perhaps have gone a
little bit too far so the narket had to harden eventually," she added.

Vernont will probably not submit a bill on single producer licensing this
session. "We already have reciprocity under GLB (Gramm Leach-Bliley) Act) so we
will be okay," she observed. "We will be looking at it in the future because we
want to becone uniform W want to basically get a conputer systemto register
agents - that's our goal - but | don't think we're going to do it this January."
Costle would rather let federal officials work out the kinks before dealing with
the issue at the state |evel.

Level Privacy Field

There is no insurance privacy law in Vernont, however there is one for banks, a
so-cal l ed opt-in version. Costle notes that since by |aw banks can't be

di scrimnated against in rules, the state nmust do sonething to level this field.
The department is in the mdst of gathering information internally and
externally before drafting any insurance privacy regul ati ons.

"W will probably try to stay as uniformas we can wi thout discrimnating

agai nst banks," she said. She added that she does support the Nationa



Associ ation of Insurance Comm ssioners' (NAIC) nobdel |aw on privacy. However,
given 50 different jurisdictions, and despite basically opposing federa
regul ati on, she believes "to get a real uniformty in privacy it will probably
at some point nove to the federal |evel."

Because she feels it is inmportant for insurers to understand what they have to
do, and because she feels strongly about nedical privacy in particular, she
plans to place a privacy regulation on the books. "If the legislature wants to
do sonmething different that's fine," she said. "But | just feel that | need to
get something in place."

Federal vs. State

Wil e granting that the federal governnent has a role to play in insurance
regul ati on, Costle doesn't think it always does a very good job. In terms of
consumer protections she believes states can do the better job because they are
nore focused on their consumers and can be nore innovative.

At the sanme time, she sees roomfor inprovenent by state regulators. "The states
really have to get their act together in terns of being nore uniformand nuch
nore efficient,” she maintained. She believes that an insurer should be able to
file rates and fornms once, have any probl ems worked out at one time, and then be
accepted in all the jurisdictions.

"I think states can do a nuch better job of rate and formreview, " she said. "I
don't buy the industry's wish to have everything file and use, however. | think
that may be appropriate for certain lines - and | amlooking at it for certain
l[ines - but it's not appropriate overall."

Use of credit information for insurance purposes still bothers Costle even

t hough she accepts that a connection exists between bad credit history and
accidents in sone cases. Her concern remains for those consumers whose credit
hi story doesn't have any connection with their driving record. "There is a
subset of people whomit doesn't apply to," she offered.

The Internet poses regulatory concerns but then so do 800 nunbers and cal
centers, according to the Vernont regulator. The problemis being able to
determne if the individual on a phone or at a web site is |licensed to sel

i nsurance in Vernont.

Costle believes the solution is nore and better consuner education. "The best
thing we can do is nore consuner education," she said. "W clearly can't nonitor
everything out there on the net. Consuners need to be educated so that they can
protect thenselves."

She hopes to soon provi de consuner access on the department's web site to al

i censed agents and conpani es.

| nsurance Ti meS: Conn. WC Insurers Seek Assigned Risk Rate Increase But
Market Still Considered Stable
Novenber 7, 2000, Vol. XIX No. 23

by Mark Hol | mer
| nsur anceTi nes

HARTFORD - Seven years of decreasi ng workers conpensation rates in Connecti cut
are about to end.

Advi sory | ost cost nunbers won't change overall for the voluntary market but
rates should rise an average of nore than 12 percent for the assigned risk plan,
according to the recent filing by the National Council on Conpensation



I nsur ance.

Ken Christiansen, the NCCl's state relations executive, said his organization's
latest filing does not necessarily mean workers compensation rates are heading
for large increases after years of going the other way.

"I would say that the market is stable,” he said, "but the years of the effects
of reformhave started to go away. You have certain benefit |evels that increase
annually a little bit you have nedical inflation."

The Connecticut Insurance Departnent will hold a public hearing to address the
filing on Nov. 14, beginning at 10 a.m at the Insurance Department offices on
153 Market St

In Connecticut's case, Christiansen said, the nunber of workers conpensation
clains is "pretty much flat" but the "cost of clainms has started to go up."
Many states across the nation are facing small increases in simlar situations,
he said, and California has even been socked with an 18 percent rate increase.
John Cucci, the Alliance of Anmerican Insurers' executive vice president,
northeast region, agreed.

"From what | understand, the clains costs are going up (and) nedi cal costs have
i ncreased considerably as of 1998, so the rates have to be adjusted to reflect
those rising medical expenses in Connecticut," he said.

New York is anbng states starting to experience a simlar gradual increase, he
sai d.

"The nunber of workers conpensation clainms submssions in New York were on the
decline, but they recently took a turn upward," he said. "Payments for | ost

sal ary have been even but medical costs have started to escalate that's a
situation that's going to have to be addressed here in New York (too)."

The NCCl, in its Connecticut rate filing conclusion, said "the |atest nationa
data show that workers conpensation | oss ratios are increasing.

“In many states,"” the rate filing reads, "efforts have been made to erode
legislative reform increase benefits and weaken the excl usive renedy provision
in workers conpensation. Sone reports also indicate that the savings from
reform managed-care, safety awareness and fraud prevention nay have begun to
run dry.

"Al'l these signs point to a workers conpensation systemthat is in a state of
change continued diligence is needed by Connecticut workers conpensation

st akehol ders to ensure that the systemrenmins strong and conpetitive."

I nsurance Conmi ssi oner Susan Cogswell, in a witten statenment, pointed out that
Connecticut rates have decreased 47.2 percent overall since 1993, and that this
will be the first year without an overall proposed rate reduction.

The NCCl is proposing no overall change in the advisory lost cost for the

vol untary market, but recomends a 12.2 percent overall rate increase in the
assigned risk plan rate.

Assumi ng Cogswel | approves the voluntary nmarket |oss cost filing, sone

i ndustrial classifications for the voluntary market advisory |lost costs will
actually see small increases or decreases. Manufacturing | oss costs, according
to the filing, would rise 5.6 percent and contract rates would increase 3.1
percent. Office and clerical rates, however, would decrease 3.2 percent and
goods and services will go down 1.7 percent. Farm ng and other niscell aneous
prof essi ons would dip 6 percent.

The maxi mum i ndi vi dual | o0ss cost increase within the manufacturing
classification could reach 26 percent; with the maxi mum decrease at 14 percent.
And while overall rates for the assigned risk plan would rise, sone individua
enpl oyers' rates would actually decline, according to the NCCI

Manuf acturing involuntary market rates will drop 9.2 percent under the NCC
filing, but contracting rates are calculated to junp 6.6 percent. Proposed
office and clerical rates would inch up just .1 percent, and goods and services
rates in the involuntary market would increase 1.6 percent. M scellaneous rates
will dip slightly by 2.8 percent.



| f approved, individual insurance companies can adopt the voluntary narket
advi sory |l oss costs. To produce a final rate they would then add in their own
expenses, profit and other rel evant information.

| nsurance Ti MBS: Mine, N.H, Vt. Ready Prescription Drug Purchasing
G oup
Noverber 7, 2000, Vol. XIX No. 23

Three governors announce next nove to | ower drug costs by banding together to
create nation's first regional purchasing alliance

by M ke Recht
Associ at ed Press

CONCORD, N.H. - CGovs. Jeanne Shaheen of New Hanpshire, Howard Dean of Vernont
and Angus King of Maine said the three states are ready to take the next step in
a plan to | ower prescription drug costs.

In July, they agreed to organize a regi onal buying pool to negotiate |ower drug
costs and to provide discounted prices, and now they are putting the plan out to
phar macy benefits nanagenment conpani es for bids.

First in Nation

They expect to review the bids in January, choose one in the spring and start
the plan July 1. It would be the first multi-state drug-buying pool in the
country.

The expectations are that it can add 10 to 15 percent in savings to previous
plans, cutting 23 to 35 percent off prescription drug costs.

" Too many people are struggling to pay for the prescription drugs they need to
stay healthy, and too often they can't afford them'' Shaheen said in one of

t hree news conferences held by the governors in their states.

" " For businesses and governnents, the increasing cost of prescription drugs is
al so straining budgets.

"“The Northern New Engl and prescription purchasing pool is a creative, conmmon
sense solution to a challenge facing all of our states,'' she said.

Save Taxpayers

She said it will save state governnent, taxpayers, businesses and uni nsured
peopl e noney.

"“This is crucial in holding down the cost of prescription drugs, especially for
seniors, who are literally having to make choi ces between buying food and payi ng
for medications,'' Dean said.

King called it ““literally life and death.'

71 don't think there is any nore inportant issue right now Wat's really being
purchased here is quality of life,'' he said.

"“We've decided that you can get old waiting for sonething to happen in

Washi ngton. "’

Shaheen echoed that observation

""We can't wait for action at the congressional |evel or who gets elected
president,'' she said.

King al so said he thought the plan would continue to go forward even if Shaheen
or Dean | ost re-election bids.

The buyi ng pool first would include Medicaid recipients in the three states,



about 330, 000 people, then the hope is to open it later to such people as
nmuni ci pal enpl oyees, state workers and busi nesses, Shaheen said.

Jeff Trewhitt, spokesman for the Pharmaceutical Research and Manufacturers of
America, a trade organi zation in Washington, D.C., representing about three-
quarters of those conpanies, said the plan has potential

"“1t depends on whether it involves the pharmacy benefit nmanager truly
negotiating with pharmaceutical conpanies in the conpetitive, private

mar ket pl ace,'' he said.

But he cautioned, ~~W would have concerns if existing Medicaid programs woul d
be conbined with the PBM plan we think Medicaid is a well-established program
that should renmain separate.’

He said the conpanies also would have a problemif the plan is governnent
mandat ed.

He said about 60 percent of the pharnmaceutical marketplace invol ves managed care
groups that, in nost cases, negotiate good discounts for their clients. The
manager of this plan would be in a position to do the same, he said.

Donal d Shumnay, the New Hanpshire director of Health and Human Services, said
t he plan would not be conbined with Medicaid. It would use one or the other
dependi ng on which offers the best cost benefit.

In addition, he said the plan does not include any government nandate.

The states already have tried other plans on their own.

NH Di scount

Last Decenber, New Hanpshire offered a senior discount of about 16 percent, but
many pharmaci es did not take part, and it was offered only in part of the state.
Three weeks ago, New Hanpshire announced the Seni oRX plan to offer deeper

di scounts to an estinated 72,000 people who individually earn | ess than $25, 050.
Shaheen seeks a federal waiver to create the plan.

Under the | atest pool plan, the discounts would be paid by drug manufacturers
and nanaged by a pharnmacy benefits nanagenent conpany.

| nsurance Ti meS: Insurer Groups Back NY C ains Rul e Change
Novenber 7, 2000, Vol. XIX No. 23

New York - Changes in New York's no-fault auto insurance regulation (Regulation
68) will help prevent fraud and | ower costs, according to an anicus brief the
Nati onal Association of |ndependent Insurers and the American |Insurance

Associ ation are seeking to file in the Appellate Division of New York State
Suprene Court.

The brief seeks to support the state Departnent of Insurance's (DO) appeal of a
lower court ruling in June that overturned the new regulation. Also joining in
the brief are State Farm Mutual Autonobile Insurance Co., Nationw de Mitua

I nsurance Co. and the New York | nsurance Associ ation

The regul atory change requires earlier notice of clains and health care billing
in auto insurance cases ained at reduci ng the nunber of fraudul ent cl ains.

Trial |awers and health care providers challenged the changes in court.
Backers of the change maintain it will save nbney w thout causi ng any hardship
on cl ai mants.

| nsurance Ti meS: Mass. Agents Agree To $1 Auto Conmission Hi ke
Noverber 7, 2000, Vol. XIX No. 23



The State Rating Bureau, Attorney Ceneral's office and the Massachusetts

Associ ation of |ndependent Agents recently agreed to the deal as part of the
state's ongoi ng annual auto insurance rate case.

I nsurance Conmi ssi oner Linda Ruthardt and the hearing officer also signed off on
t he measure.

What this nmeans is that agents will receive a $111.50 per vehicle comm ssion for
2001, versus $110.50 in 2000.

MAI A announced the agreement in an Cct. 15 bulletin to agents, noting that the
increase is the third in three years.

Inits advisory filing, MAIA had asked for a $118.78 conm ssion, which equals
the $114.43 it originally wanted for 2000, trended forward using various trend
factors.

Meanwhi |l e, rate hearings are continuing. The AIB filing proposes 2001 rates that
are about the sane as this year, though guarantee fund assessnments for Trust
could change the number. The SRB wants a 14.1 percent rate decrease and the
Attorney General's office is also seeking | ower rates.

Inits bulletin, MAI nade nention of the "spirit of cooperation and wllingness
to negotiate denmonstrated by the SRB, the AG and the Division of |Insurance..."

| nsurance Ti MBS: Insurer Ordered To Pay $100,000 Dog Bite C aim
Novermber 7, 2000, Vol. XIX No. 23

QUI NCY, Mass. (AP) - A dog bite four years ago may bring a Plynouth wonan nore
than $1 mllion in damages.

Di ane Moores was visiting the Marshfield home of M chael Callahan to give an
estimate on seal-coating his tennis court when Callahan's dog Harl ey, a bl ack
Labrador retriever and Gernan shepherd m x, bit her thigh

Moores say she lost five pounds of flesh in the 1996 attack

Si nce then, Mores has undergone several surgeries and skin grafts, but doctors
have not been able to replace the flesh she |ost.

Moor es sued Cal |l ahan, and the Massachusetts Appeals Court ruled that the conpany
that insures Callahan's Marshfield hone nust pay up to $100, 000.

Cal | ahan al so has hones in Randol ph and Tuftonboro, N. H The conpanies that

i nsure those hones have each agreed to pay $500, 000.

Moor es has separate | awsuits pendi ng agai nst Cal |l ahan and the Town of

Mar shf i el d.

In the three years before Miores was bitten, Harley bit two phone conpany

wor kers, an insurance appraiser, a jogger, a UPS delivery man and a Greenpeace
solicitor, according to the town's animal control officer

He was put to sleep after attacki ng Mores.

| nsurance Ti "BS: Federal Judge Puts Maine Drug Law On Hol d
November 7, 2000, Vol. XIX No. 23

PORTLAND, Maine (AP) - A federal judge has put Miine's pioneering prescription
drug bill on hold, finding that the drug industry presented an "~ overwhel m ng'
constitutional argument against the |aw

The Pharnmaceutical Research and Manufacturers of Anerica, known as PhRMA, asked
U S. District Judge D. Brock Hornby for a prelinmnary injunction to keep the |aw



fromtaking effect until its constitutional challenge is heard.

The | aw woul d al |l ow Mai ne to negotiate |ower prices for 325,000 residents

wi t hout insurance coverage for nedications.

PhRMA, which represents about 100 U.S. drug comnpani es, contends that the Mine
Rx Programis unconstitutional because it would regulate transactions outside
the state and because it conflicts with federal Medicaid | aw

In granting the injunction, Hornby suggested that PhRVA has a strong |ikelihood
of winning its federal lawsuit filed in August.

"“For purposes of the prelimnary injunction notion, the record is essentially
undi sputed. On that record, |I find the plaintiff's |ikelihood of success on the
nerits of nobst of its constitutional challenges to be overwhelnmng,'' he wote.

| nsurance Ti meS: Vernont Department Earns NAIC Accreditation
Novenber 7, 2000, Vol. XIX No. 23

MONTPELI ER - Vernont was anong the four states at the recent Fall Meeting of the
Nati onal Association of |nsurance Conmi ssioners (NAIC) that received second
round accreditation certificates from NAI C s Financial Regul ation Standards and
Accreditation Program The total of states receiving second round accreditation
now stands at forty.

The accreditation programrequires accredited state insurance departnents to
undergo a top-to-bottomreview every five years to assure they still neet the
basel i ne standards.

Fol | owi ng an anal ysis of the program by NAIC menbers and ot her interested
parties, the nenbership adopted a revised set of Second Round Accreditation

St andards that continue to enphasize the nenbership's commtnent to strong
financial regulation prograns within the state insurance departments. The
standards are considered nore flexible and focus on critical solvency issues.

| nsurance Ti NBS: Insurbanc Clears Major Hurdle; Officials Eye 2001 Start
Dat e
November 7, 2000, Vol. XIX No. 23

OrS finally agrees application is conplete

by Mark Hol | mer
| nsuranceTi nes

I nsurBanc, the II1AA's response to increasing bank competition, cleared a major
hurdl e recently and coul d open for business by early next year

After two years of submitting docunents and answering questions, the Ofice of
Thrift Supervision decided recently that InsurBanc's application was conplete.
OrC approval would cone next and is antici pated.

"Managenent is highly confident that the application will be approved," said
M chael Herlihy, InsurBanc president and CEO since |ast Novenber.

"W do expect to hear shortly, within a few weeks."



The Federal Deposit Insurance Corporation is also review ng the application

and, Herlihy added "we're confident that we will receive good news fromthem"

t oo.

In addition, the fledgling bank is already in the process of hiring its first
si x "managenent people" and is close to signing a |l ease for space in Farn ngton
Conn., where the bank will be based.

The I ndependent |nsurance Agents of Anmerica has pushed for an associ ati on-
affiliated bank for years to give agents a tool through which they can offer
better and nore diverse financial products. Organizing efforts kicked into high
gear in 1996, when the I1AA invested $1.5 nmillion in seed noney. WR Berkl ey
Co., a regional insurance holding conpany has al so contributed $13 mllion in
start up funds.

The OTC approval process has been a |l engthy one, Herlihy said, and it began with
nore than 150 initial followup questions that were gradually addressed and
whittled down.

Bank officials tinkered with their plan over tine to address OTC concerns,
Herlihy said, but "the prinary function of the bank really renains the sane" as
far as scope, rollout of products and services and the bank's mi ssion" to serve
i ndependent agents.

I nsurBanc, once it opens, is intended to provide banking products and services
to nenber agents and their custoners, and enpl oyees.

The OTC granted a bank charter in a simlar proposal earlier this year, to
Assurance Partners Bank in suburban Indianapolis -- an outgrowh of The Nationa
Associ ati on of Miutual |nsurance Conpani es.

Regul ators had reservations about the proposal, but Assurance Partners addressed
their concerns, particularly about how agents woul d refer business to the bank,
and how the bank would be able to control independent agents' professiona
conduct relating to its services.

Simlarly, OTC regul ators have expressed reservati ons about how I nsurBanc will
work with independent agents, but Herlihy said the OTC is now satisfied with how
the systemwi |l work.

"W addressed those issues through a conprehensive training programto nake the
agents aware of what policies are, and various consumer |aws."

The goal of the InsurBanc training program he said, will be to help agents
"under stand the process and understand rules and regul ations involved in

mar keting and referring bank products.”

Wl liam Berkley, of the WR Berkley Co. spoke briefly about the bank's progress
foll owi ng a breakfast speech at the CPCU Society, Central Mssachusetts Chapter
nmeeting held in Wrcester on Cct. 19.

Berkl ey was asked about InsurBanc's status and said the bank should open for

busi ness by January.

“I't will change the way insurance agents are perceived by customers,
"We think it is an exciting thing."

he said.

| nsurance Ti NBS: Cell Phones Raise Public Safety Issues For Sone
Lawraker s
November 7, 2000, Vol. XIX No. 23

by Elisabeth J. Beardsley
St at e House News Service

BOSTON - Battle lines are formng up over the use of cell phones in cars, with



state legislators, Cellucci adninistration officials and industry
representatives staking out their positions.

The Public Safety Committee appears poised to file legislation for the next
session cracki ng down on yakking while driving. Critics say the distraction of
dialing and talking | eads to reckless driving and nore accidents. The issue has
been thrown into sharp relief since a driver allegedly talking on a cell phone
struck and killed Medfield police officer Daniel MCarthy, a father of five,

[ ast nont h.

' Responsi bl e' Bil

At an infornmational State House hearing, Senate Chairman Janes Jajuga (D

Met huen) announced that the commttee would file a "conprehensive, responsible"
bill in December. Noting that cell phones have proliferated from 500, 000

nati onwide in 1983 to over 100 nillion today, Jajuga wondered al oud whether the
Bay State should "follow Suffolk County's | ead." The New York county | ast week
banned the use of hand-held cell phones in cars, authorizing a $150 fine for

vi ol ati ons.

Wth two million wireless phone users in Massachusetts alone - that's one third
of the state's popul ation - Jajuga conceded that people |ove the convenience
associated with their nobile phones. But there are nore drivers, nore registered
cars and nore traffic than ever before, not to nention road rage, he said.
"Throw into this mx the notorist that's using a hand-held cell phone, sitting
intraffic, stop and go, he's frustrated, she's frustrated, they' re dialing on
the cell phone. They certainly can't be paying attention to the road, can they?"
Jajuga said. "W're going to try to find a bal ance between consuner convenience
and public safety.”

But nmost of the testifiers urged | awmakers to step back fromthe regul atory
brink, arguing that there's no conclusive evidence on the risks of cell phone
use, that the benefits such as emergency comunication are often ignored, and
that rapidly evol ving "hands-free" technol ogy ought to solve nany problens.
Using a cell phone while driving "definitely poses a risk," but that risk is
much snal | er than nany comonpl ace encounters, said David Ropeik, director of

ri sk comuni cation for the Harvard Center for Ri sk Analysis, which conducted a
study on cell phones this sumrer.

Ri sk While Driving

The risk of being killed while using a cell phone in a car is about 6.4 in 1
mllion - about half the risk of driving a small car instead of a big one, eight
times less risky than driving without a seatbelt, and five tines |less risky than
driving drunk once per nonth, Ropeik said. The risk of being killed by sonmeone
el se using a cell phone is even snaller, at 1.5 in a mllion. That's 10 tines
less than the risk of being hit by a "large truck” and 15 tines |less than the
risk a pedestrian will be killed wal king down the street, he said.

In interviews with cell phone users, |aw enforcenment and energency personnel

the center found that wireless capability boosts workers' productivity, inproves
soci al networking and solidifies fanmily connections, Ropeik said. Paranedics
reported faster rescues because cell phone callers hel ped pinpoint crash
victinms, and police reported better |uck catching drunken drivers and clearing
acci dent scenes.

"The Harvard Center for Risk Analysis is neither for nor against cell phones
while driving," Ropeik said. "W sinmply don't think there is enough reliable
infornati on yet to nake an intelligent decision."

Cel lucci administration officials al so expressed reservations. Public Safety
Secretary Jane Perlov said that in all the time that she was responding to
accidents as a New York City cop, she never concluded that cell phones were a
primary factor. Existing evidence is "basically anecdotal ," she said. People do
| ots of dangerous things in their cars, |like tweeze their eyebrows or read the



newspaper, she said. "I think it's premature to put legislation at this tine,"
Perlov said. "Wiat we want is quantitative data on both the benefits and risks
of cell phone use."

State Police Colonel John Di Fava said that of the 21,127 car accidents his
department investigated in fiscal year 2000, only one was directly attributable
to a driver using a cell phone. That works out to | ess than five one-thousandths
of 1 percent. Di Fava said police have plenty of laws at their disposal

i ncludi ng reckl ess driving, marked | anes violations, care in turning, care in
stopping, and a law requiring drivers to keep one hand on the wheel while using
a nobil e phone or citizen band radi o. "There's thousands of reasons to stop and
cite a notor vehicle," D Fava said. "If people are acting in an inappropriate
manner on a cell phone, they can be cited by a police officer."

RW Testi nmony

Wil e distractions such as drinking coffee, snoking cigarettes and swi tching
radi o stations have conme to be par for the course, the novelty of cell phones
nmakes them an easy target, said Registrar of Mdtor Vehicles Dan G abauskas.

Li keni ng proper cell phone usage to adjusting speed according to weat her
conditions, Grabauskas said, "compn sense really has to be the order of the
day. "

"I't ought to be allowed, but conditions both inside and outside the car ought to
be taken into account," Grabauskas said. "Technology's likely to be the solution
to this whole thing."

At Jajuga's request, G abauskas promi sed to incorporate industry videotapes of
cellular safety tips into the driver education courses that all young drivers
are now required to take.

Representatives fromsix wireless conpanies told | awmakers they support state
efforts to gather data on all forns of driver distraction, but said drivers
shoul d not be conpelled to switch to hands-free phones, which can cost severa
hundred dollars. The conpanies said they want to continue their own consuner
education efforts, and devel op newer, cheaper technol ogies. "W don't think it's
fair to punish responsible drivers. W believe our custoners should have the
option to pick what's best for them" said Thonas Welton, director of public
affairs for Cellular One. He added that |egislating phone design is virtually

i npossi bl e because, "Three years fromnow, | don't know what a phone's going to
l ook Iike."

Verizon Wreless is the exception to the industry's position. Verizon supports
statew de | egislation nandating that cell phones in cars be "hands-free."

Veri zon's support hinges on certain conditions, however, including an "explicit"
exenption for energency calls, uniformstatew de applicability, a three-year
phase-in period, and penalties no greater than current "carel ess driving"

char ges.

| nsur ance Ti nes: Lumber | nsurance Latest Mass. Insurer To Enter

Recei vership; Sale O Run-Of Expected
Novenmber 7, 2000, Vol. XIX No. 23

The conpany has reportedly struggled for nonths and attenpted to find a nerger
partner

by Mark Hol | mer
| nsuranceTi nes



The receivership ax fell on Lunber Insurance - a 100-plus-year old Fram ngham
conpany - | ast week as InsuranceTi mes went to press.

Di vision of Insurance officials and the Attorney General's office filed a

recei vership petition with the Suprene Judicial Court on Nov. 1

A judge appointed I nsurance Conm ssioner Linda Ruthardt as receiver |ate that
af t ernoon.

The petition calls for cancellation of the conpany's 16,000 remmining policies
in force across the country by the end of the year, according to DO Spokesman
Chri st opher Goet cheus.

Formed in 1895, the conpany offers insurance for the |unber industry through
Lumber Mutual and North American Lunber, and offers comercial insurance to New
Engl and busi nesses through SEACO I nsurance Co.

Al'l branches are known collectively as Lumber |nsurance Conpani es on the
conpany's web site, www. | unberins.com Lunber Insurance enploys 175 people in
Fram ngham and 250 across the country.

CGoet cheus said the receivership would try to manage the conpany's assets, pay
clains, and attenpt to deternmine if Lunber Insurance can be sold. If not, the
conpany woul d be run-off - which neans its business would face a gradual w nding
down and cl osure.

But a run-off isn't the sane as |iquidation, Goetcheus said, because the
guarantee fund isn't required in that case. And the DO won't be headi ng down
that road just yet.

"At this point and time we don't anticipate needing the guarantee fund," he
said. This "could be subject to change further down the road, but we don't
anticipate a liquidation order in the imediate future."

According to the receivership request, Ruthardt has been conducting an

exam nation of the conmpany since the mddle of this year

Lunber Insurance's troubles come froma nunber of areas, according to the
request documnents.

Anmong the DA 's concerns:

e Lunber Insurance lost its reinsurance as of the end of this year

* The conpany reported a $39.2 million surplus as of Aug. 31, which is a $17.7,
or 31 percent drop since Dec. 31, 1999. |In 1999, the conpany reported a $32
mllion, or 36 percent drop in surplus.

e As of August, Lunber Insurance reported a net |oss of $884, 859, and DO

of ficials believe the conpany "will continue to incur operating | osses

t hr oughout the remai nder of 2000," according to the receivership petition

* In light of the financial exam nation of the conmpany, Ruthardt concl uded that
Lunber Insurance's surplus wouldn't be enough to keep the conpany goi ng without
recei ver ship.

« AM Best was expected to downgrade its rating of Lunber Insurance's financia
condition to "C' or weak.

"Such a downgrade will make it extrenmely difficult for (Lumber |nsurance) to
retain desirable business and obtain reinsurance at rates which will permt them
to operate profitably," the receivership request read.

Ri ght now, the conmpany's web site lists its rating as B++, or very good.

Lunber Insurance has apparently struggled for nonths, and hired an investnent
banker to | ook for an investor or conpany with which to merge, according to the
recei vershi p request.

Back in March, Lumber |nsurance brought in a fornmer bank president -- Nea
Finnegan - as its new president and chief executive officer

Fi nnegan was the former chairman and CEO of U.S. Trust Co.

Lunber Insurance's pending receivership follows the ongoing |iquidation of Trust
I nsurance and the pending |iquidation request for New England Fidelity.



| nsurance Ti NEBS: MAA To Administer CIC, Cl SR Prograns
Novenber 7, 2000, Vol. XIX No. 23

New Engl and i nsurance agents will no | onger have to call a Texas nunber to set
up sone of their professional classes.

The Massachusetts Association of |Insurance Agents (MAIA) has expanded its
coll aboration with the National Alliance for |Insurance Education and Research
which for years has administered Certified |Insurance Counsel or and Certified

I nsurance Representative courses in New Engl and

Now, the Texas-based National Alliance will cede that job to the MAIA In
addition, the MAIA will administer Certified R sk Manager courses and the
Dynam cs series of prograns.

"W will be taking over that role for them" said Frank Mancini, the MAIA's
executive vice president.

The switch begins this January.

"To nost agents it will be invisible and in sone cases where an agent may have
call ed an 800-nunber in Austin to get information they'll call an 800-nunber in
Fram nghamto get infornmation,” Mancini said.

For nmore information, visit ww.scic.com

| nsurance Ti NMBS: 11AA Urges Clinton To Sign Tax Package Wth Install ment

Sal e Feature
Novenmber 7, 2000, Vol. XIX No. 23

WASHI NGTON, D.C. - A tax-cut package with small business tax relief,
retirenment-savi ngs boosting neasures and health-care incentives has been
approved by Congress but faces an anticipated presidential veto.

The proposal offers considerable benefit for a wi de swath of people, including

i ndependent agents, says the Independent Insurance Agents of Anerica (I1AA)
Executive Vice President Robert A. Rusbul dt.

The House approved the omibus tax, retirement incentive and health care

| egislation by a 237-174 vote, clearing the bill's path to the Wite House where

President Cinton already has said he will not sign the bill into | aw

In a letter sent to House Speaker Dennis Hastert (R IIl.) and Senate Majority
Leader Trent Lott (R-Mss.) dinton outlined Wite House concerns with the
bill's Medicare/ Medi caid, school construction, health care, and pensions
provisions. In the letter's primary nessage, Cinton said: "If this current tax
and Medi care/ Medi cai d package is presented to ne, | will have no choice but to
veto it."

"This | egislation contains several very inportant provisions for independent
agents and other small business owners," says Rusbuldt. "W appl aud Congress for
conpleting its work on this conplicated but nonethel ess inmportant package,
however, we are deeply troubled that the Administration will not support the
proposal. W believe the bill to be a delicate bal ance between neeting the needs
of small business people while at the same time maintaining fiscal discipline.”

Agent Hi ghli ght
The highlight of the package for independent agents is the reinstatement of the
install nent sales nethod for tax purposes. The so-called installment sales



net hod was repealed |ate |ast year. This repeal required the i nmedi ate paynent
of all taxes owed even if the seller receives installnment paynents over severa
years.

I 1 AA has been |l eading an effort on Capitol H Il to reinstall the availability of
t he provision, which would all ow busi ness owners to sell their entity for a
series of payments and pay the taxes as the noney is received. A proposal to
acconplish rei nstatenent has garnered significant support in both chanbers of
Congress, but has been relegated to inclusion in this omibus tax bill instead
of being noved on its own through the | egislative process.

"The reinstatenent of the installnent sales nmethod is a top priority for

i ndependent agents and thousands of other small busi ness owners across Anerica,"
says Maria L. Berthoud, II1AA vice president of governnent affairs.

"It is both unfortunate and tragic that this critical provision is being caught
in the crossfire fromthe controversies surroundi ng other proposals.

"Many snal |l business sales are on hold because of the negative inpact the repea
of the installnment sales nethod has had on the tax side of the equation,"”
continues Berthoud. "Until Congress and President Clinton are able to break this
| ogjam current and prospective small business owners will continue to be

puni shed and sal es of existing enterprises will come to a stand still. This wll
only lead to stifling of the Anerican econony, which any novi ce econom st knows
is driven by snmall business."

O her Provi sions

The bill also includes several retirenent security provision backed by I1AA
These provisions would raise IRAlimts to $5,000, increase contribution limts
for 401(k)-type plans to $15,000, increase portability of retirement plan assets
making it easier for enployees to roll over assets when they change jobs, and
simplify pension systemto encourage small businesses to offer pension plans.
"The sinplification of the pension systemwould nean that nore snall businesses
will be able to offer retirement security to their workers," explains Rusbul dt.
O her proposals contained in the bill include providing i nmedi ate 100 percent
deductibility for health insurance for the self-enployed, creation of a health
care deduction for people who purchase health care outside of their enployer, a
substantial deduction for long-termcare expenses, and a $1 raise in the mnimm
wage over a two-year period.

"I'l AA calls on Congress and the Administration to iron out the dividing issues
in this tax-cut package," says Rusbul dt.

| nsurance Ti MBS: Federal Privacy Comments Cpen Until Dec. 4
Novermber 7, 2000, Vol. XIX No. 23

WASHI NGTON (AP) - Federal regulators are seeking public conment on rul es
spel I i ng out how banks, brokerages and insurers under the same corporate roof
must give custoners the right to block them from sharing personal financia
dat a.

An exanpl e: banks would not be able to deny consumers credit or charge them
hi gher interest because they asked for their data not to be shared.

The new rul es were published Cctober 20 by the Federal Reserve, the Federa
Deposit Insurance Corp., the Ofice of the Comptroller of the Currency and the
Ofice of Thrift Supervision.

Comments fromthe public are due by Dec. 4.

"You have a very limted right to privacy'' under the new rul es, said Ednmund



M er zwi nski, consuner programdirector for Public Interest Research G oup

Under the proposed rules, financial companies wi shing to share custoner
information with affiliated firns nust first give consuners a notice telling
them of their right to block such sharing by witten request, the rel ease says.
They al so would be required to give consuners "a reasonable opportunity and
conveni ent means to exercise this right,'' it says.

In contrast, consuners would not have the right to prevent the sharing of their
checki ng account history and other data related to transactions.

The banking industry is "going to look at this a little bit harder and
participate in the rul e-nmaki ng process,'' said Catherine Pulley, a spokeswonan
for the Anerican Bankers Association

Supporters of the change, including the Clinton administration, have said one-
stop shoppi ng for checki ng accounts, |oans, insurance policies, nutual funds and
other investments will save American consuners sonme $15 billion a year in fees
and comi ssions and give them greater choice and conveni ence.

But consumer groups and privacy advocates have worried that, for exanple, people
applying for | oans fromtheir banks could be turned down because the | oan

of ficer found out fromthe affiliated insurance conmpany that the applicant has
cancer or Al DS

Newly affiliated banks, investrment firms and i nsurers want to share custoners'
personal data because it can help themfind potential custonmers for new products
in their marketing canpai gns.

Conments on the proposed rules can be sent to Mary M West, Federal Reserve
Board Cl earance O ficer, Milstop 97, Board of Governors of the Federal Reserve
System Washington, D.C 20551

| nsurance Ti mesS: Berkley: Cut Expenses And Add Technol ogy
Novenber 7, 2000, Vol. XIX No. 23

Change creates opportunity for those who are prepared, WR. Berkley founder
tells CPCU chapter

by Mark Hol | mer
| nsur anceTi nes

WORCESTER, Mass. - Elimnate duplication of expenses, slash overhead costs and
adapt to nodern technol ogy.

In short: change or get run over.

That's what busi nessman W1l iam Berkl ey says is needed to successfully sel

i nsurance into the future and keep conpani es conpetitive.

"Distribution is too expensive," said Berkley, founder of the WR Berkley Corp
and chai rman of many of the billion-dollar conpany's subsidiaries.

Berkl ey tal ked about the future of insurance distribution during an Oct. 19
speech before the Central Massachusetts Chapter of the CPCU Society, at the
Holiday Inn in Wrcester.

Di stribution Costs

According to Berkley, insurance distribution eats up about 20 percent of a
conpany's budget, but technol ogy and conpetition can help reduce that figure in
a nunber of ways.

"Conpani es spend billions marketing policies to agents and insurers (on paper).
In a day of electronic movenent of information it's a huge waste," Berkley said.



But the ability to deliver products and insurance informati on over the Internet
will |ower overhead by reducing the use of paper, Berkley said, and "I ow cost
adm nistration will deliver value to customers."”

Brutal comnpetition between phone conpanies is al so hel pi ng i nsurance comnpani es,
Berkl ey said, as tel ephone costs continue to decline.

"They're down 50 percent now and going | ower," he said.

An audi ence nenber asked about the progress of InsurBanc, the national bank
spear headed by the Independent |nsurance Agents of America and other investors.
(See related story.) Berkley is a major investor in the project.

InsurBanc is close to final approval and could be open for business by January,

Berkl ey said. Agents will use the bank to sell a broad arrange of products to
custoners, |ike bank credit cards.
"It will change the way insurance agents are perceived by customers,"” he said.

Berkl ey said InsurBanc is a good exanpl e of how an insurance company's

di stribution system nust be nodern because it "needs to conpete with banks."

In addition, Berkley urges conpanies to | ook at general distribution costs and
el i mnate duplication of expenses. The factor doesn't affect agents per say, but

| ower overhead will allow agents to "make nore nobney by keeping service high,"
he sai d.

Berkley is trying to follow his own advice. He said his own conpany is switching
to heavy use of the Internet, and the electronic systemw |l benefit affiliated

i ndependent agents.

"Agents with Berkley won't have to keep any files,
conpanies will likely foll ow

In the end, Berkley offered some general reconmmendations for insurance

prof essionals faced with changi ng technol ogy and grow ng conpetition

"I can tell you to be thoughtful exam ne what's going on (and) identify your
needs, " he said.

And then, Berkley said, insurance professionals should ask themselves: "is ny
busi ness structured to neet those needs?"

The noderni zed di stribution of insurance products, through the Internet or other
neans, is good in the long run, Berkley said.

"These are exciting tinmes. Change creates opportunity and you' ve already taken
(some of) those steps.

"We are fortunate to be in a society that rewards i ndependent perfornmance and
the ability to deliver," he said.

Overall, Berkley said, insurance professionals should keep | ooki ng ahead,

antici pati ng change and seeking ways to do their business nore efficiently.
"Change is what this is all about," he said. "Wat you need is to be arned and
t hi nki ng. "

he sai d, adding that other

| nsurance Ti meS: i ni onExchange
Novenber 7, 2000, Vol. XIX No. 23

The | ndependent |nsurance Agents of Anmerica should be conmended for its recent
mnority outreach efforts at its annual convention, where Rev. Jesse Jackson
addressed a Big | audience that included nenbers of the National African-
Anerican | nsurance Association and the Latin-American Association of |nsurance
Agenci es.

Figures from Il AA s nost recent Future One study highlight why the industry and
I AA must do nore to reach out to wonmen and minorities.



The good news is that nore wonen and mnorities are owni ng agenci es. Agency
owner shi p by wonen has increased by about 25 percent.

But whites still own 81 percent of agencies. Only 6 percent are now owned by
Lati no/ Hi spanic owners, 3 percent by Asian Anericans and 1 percent by African-
Aneri cans.

As Jackson said, reaching out to minorities is not just the norally right thing
to do, it's also smart business.

He mai ntai ned that bl acks, Hispanics and other nminorities represent an $800
billion insurance market waiting to be served.

They are also waiting to be trained for insurance jobs and grooned for agency
ownership in an industry that needs diversity in its ranks.

“I'f we are going to insure the world, we have to know who they are," Jackson

told agents at their meeting in Ol ando.
Setting aside race, just who are today's independent agencies?
The Future One study paints a rather surprising picture.

Wil e not exactly Ceneration Xers, independent agency owners are also not as old
as they used to be, according to the Future One study.

That's because nore young peopl e have been getting into the agency business.
Two-thirds of primary agency principals are between the ages of 45 and 64, four
years ago 89 percent of agencies were run by owners between the ages of 55 and
69.

How big are today's agencies? Well, while there are nore |arger agencies with
multiple locations than ever before, not all are |arge busi nesses. Some 64
percent of agencies have annual revenues |ess than $500, 000, according to the
st udy.

The study al so contradicts the notions that no new agencies are being started.
VWil e the overall number of agencies declined slightly due to nmergers, of the
total 42,000 i ndependent agencies in operation, 17 percent of all agencies were
establ i shed since 1995 and about 8 percent in 1999 al one.

For the npst part, the study shows that these are good tines for independent
agenci es. The decline in agencies has stopped. Mre agencies are grow ng, hiring
and changi ng.

The question rai sed by Rev. Jackson and others is whether independent agencies
can continue to grow, hire and change wi thout further enbracing the diversity of
Amer i ca.

In his inaugural speech, new Il AA President Bill Hof mann vowed to "l eave no
agenci es" behind as the association helps its nenbers neet today's chall enges of
education, markets, technol ogy and regul ation

Hopefully, the Il AA and its state affiliates will seize the spirit of their
uplifting convention to al so devel op actual prograns to encourage nore mnority
owner ship, hiring and marketing, thereby |eaving no opportunities behind.



| nsurance Ti mMeS: Ny Enacts Law Creating Life Broker's License
Novenber 7, 2000, Vol. XIX No. 23

by Mark Hol | mer
| nsur anceTi nes

Until recently, only agents could sell life insurance and annuities in New York
br okers were not all owed.

That all changed on Oct. 4, when CGov. George Pataki signed a new | aw t hat
creates a broker's license to sell life insurance and other related products,

i ncluding annuities; disability, accident or health coverage, and HVO contracts
and | egal services insurance.

The | aw actual |y becomes effective in April

New York consuners have al ways been able to buy property casualty products from
ei ther agents or brokers, but were restricted to agents for life insurance.

The New York Association of Financial & Insurance Advisors (fornerly NYSALU) was
a big supporter of the change.

Potential Brokers

According to Benjam n Brewster, the association's director of governnent

affairs, the change nay not affect a whole |ot of potential brokers because many
agents deal with a nunber of carriers, which makes them de facto brokers anyway.
The inmpact of the new law, he said, "may not be trenmendous"” but it is of some
significance to some people.

"There are a growi ng (nunmber) of nen and wonen in the life insurance business
who have no conpany affiliation (and) it gives themcapacity under the law to
act on behalf of insurers wthout being licensed with them"

Brokers can legally list and make quotes for a person froma conpany they're not
licensed with yet, but agents rmust be licensed first with all conpanies they
deal with.

The Professional Insurance Agents of New York detailed the new law in a recent
news rel ease

According to PIANY, there is overlap between the new life broker license and the
current property/casualty broker |icense, because the latter "allows the
licensee to broker 'any and every kind of insurance, except life insurance and
annuities."

A property/casualty license will still be available, according to the agents
associ ati on.

Persons are eligible for a life broker's license if they' ve been licensed to
sell life, accident and health insurance for at |east five years.

Anyone appl yi ng nust take a 40-hour licensing course, versus the 90-hour version
for the property casualty broker |icense. But work experience can be counted in
pl ace of the course.

The New York | nsurance Superintendent can al so waive all or part of the exam
dependi ng on the applicant's professional designations or academ c degrees.

| nsurance Ti meS: MEMC Reports ' Great' Progress In NH Market



Novenber 7, 2000, Vol. XIX No. 23

MANCHESTER, N.H. - O ficials at MEM C Indemity Co. are pleased with their early
success in introduci ng New Hanpshire enployers to the safety, |oss control and
clains services chanmpioned by its Miine parent, Miine Enployers Mitual |nsurance
Co. (MEM Q).

MEM C brought in fornmer Wausau | nsurance Co. executive Russ Shakelford to be the
chi ef operating officer of MEMC Indemity. John Leonard, MEM C s president and
chi ef executive officer, has assuned the sane positions in the subsidiary.

MEM C I ndemmity wote its first account August 31 and since then has added 12 to
14 additional accounts totaling just over $1 million. Shakelford said the
accounts include "one |arge account with the bal ance being a m x of small and
medi um si zed accounts."

According to Shakel ford MEM C I ndemity is not only "on target for where we want
to be conme January," but also is actually "ahead of where we expected to be at
this point. W are very pleased with the size of the accounts we have and with
what we're also getting in. Qur progress is great and | amelated."

MEM C | ndemmity has appoi nted about 15 agents throughout New Hanpshire and
Shakel ford thinks that this is about the right nunber for now. "We're very well
represented throughout the state with the possible exception of the southwest
corner," he said.

The Manchester office has been staffed with an underwiter, a claim
representative and a | oss control representative. Shakelford calls these people
"t he New Hanpshire connection” to the full MEMC resources in Portland, Mine.
But, he hastened to add, these representatives are attuned to the New Hanpshire
mar ket and i ssues while having all the tools and resources of the Portl and
operation at their fingertips - sonething that has been the big selling point,
Shakel ford sai d.

| nsurance Ti NBS: Specialty Insurance Adds Hospitality Package
Novermber 7, 2000, Vol. XIX No. 23

Specialty Insurance, O Brielle-NJ., has added A- rated Republic Wstern

I nsurance Co. for hospitality accounts. Accounts in the programinclude
restaurants, taverns, bars, pizza parlors, caterers, fast foods, hotels/nmotels
and ot hers.

Specialty Insurance has witten nore than $300 nillion in profitable prem um
volunme in this niche nmarket since 1984, nmaking it the |longest running programin
the country.

The new package policy is avail able through appointed brokers in 13 states,

i ncl udi ng Connecticut, Delaware, Illinois, Massachusetts, Maryl and, Maine,

M chi gan, New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, and
Ver nont .

The coverages include property; general liability and liquor legal liability
with limts of $1 million per occurrence/$2 mllion aggregate; business incong;
crime; enpl oyee dishonesty; inland marine; enployee benefits; and unbrellas up
to $2 mllion. In addition, a Plus D Endorsenent is avail able that adds 21

di fferent enhancenents, such as noney and securities, nechanical breakdown, EDP
equi pnment systens breakdown, back-up of sewer/drain; accounts receivable, extra
expense, ordinance or |aw, outdoor signs, fine arts, fire departnent service
charge, building glass and property in transit.

For additional information, call 1 800 836-1400 or fax 732 223-4676.



| nsurance Ti MBS: Five Agencies Join Gencorp Insurance NetworKk
November 7, 2000, Vol. XIX No. 23

EAST GREENW CH, R 1. - The Gencorp Insurance Network recently added five new
affiliates to its network throughout New Engl and

The new i ndependent agencies in the Gencorp fanmly are Northgate |nsurance,
Springfield, Mass.; Lynch & Conboy, Brockton, Mass.; A to Z Insurance, Handen
and Hartford, Conn.; D.W Mighmaw, Rindge, N H and MShea Insurance, Hyannis,
Mass. Gencorp currently has affiliates with close to 50 offices witing nore
than $100 million in prem um across New Engl and

| nsurance Ti MBS: XL Unit Targets Weather |nsurance Products
November 7, 2000, Vol. XIX No. 23

Ham | ton, Bernuda- XL Capital Ltd. has forned a new unit, Element Re, to
provi de weat her risk nanagenent insurance, reinsurance and financial products.
Element Re will offer custoners a range of non-catastrophic weather risk
mtigation products designed to protect against the negative inpact that normnal
weat her fluctuations can have on the financial performance of comnpanies
operating in a variety of industries.

Initially, energy and utility conpanies were the primary market for weather-
rel ated ri sk nmanagenent products, conpany officials said. Now, conpanies from
agriculture, construction, retail, transportation and entertai nment are
realizing the effects weather can have on the bottomline.

Visit www. el enentre. com

| nsurance Ti NES: Software Tracks Home |nprovements, Val uables
Novermber 7, 2000, Vol. XIX No. 23

I nnovative Software has rel eased Version 1.0 of The Conpl ete Hone Journal, a
program for Wndows that allows honeowners to organize their home inprovenent
project details and keep an inventory of everything they own.

The software all ows the homeowner to easily track any inmprovenents to the
interior, exterior and mechanics of their home fromw ndow treatments to a
kitchen or bath renpdel. |In addition, a conplete inventory of everything in the
hone can be kept either by roomor category. Detailed reports can also be
created for the home journal and inventory information which can be a val uable
tool for hone resale and insurance purposes in case of a |oss.

Honmeowners can print detailed reports to keep in a safe |location such as their
saf e deposit box.

The Conpl ete Home Journal can al so handle multiple hones, naking it useful for
keepi ng track of a vacation home or investnent property.

Visit ww. t hehomnej our nal . com



| nsurance Ti meS: 1VANS Focus Group
Novenber 7, 2000, Vol. XIX No. 23

Smal | busi nesses | ook to agents for hel p buying coverage over the Wb

Greenwi cH, Conn. -Trust and | ack of custoner service functionality are the
maj or factors bl ocking small busi ness owners from obtai ni ng busi ness i nsurance
online, according to a study and focus groups conducted by |IVANS, an e-business
integrator for the insurance industry.

Only four percent of those surveyed said they would definitely buy business

i nsurance online; while nmore than half (51% are interested in researching

busi ness insurance online.

The role of the agent will be inportant, the focus group participants said, in
gui ding smal |l business owners through online transacti ons and extending the
trust of traditional agent/custoner relationships to the Wb.

As the fastest growing part of the United States economnmy, and one that is
becom ng increasingly connected to the Internet, small business owners represent
an unt apped narket for online business insurance. Snall business owners said
they are happy with traditional channels, however, they would like their agents
to nove to the Web where both agent and custoner could access information nore
easily 24 hours a day, seven days a week.

Unt apped Mar ket

"When it comes to small business insurance, custonmers rely on insurance agents
to informthemof their options," said Clare DeNicola, |VANS vice president of
sal es. "Agents need to develop an Internet presence now to nmeet the grow ng
demands of this untapped narket. As conparative shopping and bidding via the Wb
becomes nore common, agents and conpanies will need to be able to participate,
respond, and keep pace with the process."

The focus group participants echoed findings fromIVANS Storefronts on the
Internet survey conducted earlier this year anbng 250 small business owners.
Bot h survey respondents and focus group participants said they perceived online
busi ness insurance to be better than traditional nethods in several respects,
including filing clainms and policy changes. Currently, the focus group

partici pants said clainms and renewal s are typically handl ed by phone and f ax,

al t hough some were comunicating with their agents occasionally by e-nail.
Overall, the focus group participants were open to the prospect of using e-nai
nore extensively to comunicate with their agents or insurance conpani es and
predi cted the Web and phone comuni cati ons woul d be the primry methods for
researchi ng, conparing, selecting, and maintaining conplicated business

i nsurance policies. They al so envisioned that in the not-too-distant future the
ability to research or purchase "standardi zed" types of business insurance via
the Web.

Transacti ons Sought On Wb

For now, survey respondents said accessing policy information (59% and billing
inquiries (56% topped the types of transactions they would Iike to conduct via
the Internet, with the ability to make policy changes (46% and clai nms/ notice of
| oss (44% follow ng closely behind.

"A well-focused Wb site has the potential for playing a critical role in
conveyi ng expectations of relevant expertise and responsive service to both
current and potential customers," explained DeNi cola. "Conpanies and agents who
excel in small business insurance have the opportunity to powerfully reinforce



and extend their expertise via the Wb. For instance, snall busi ness owners
shoul d have the opportunity and conveni ence to downl oad i nsurance certificates
or e-mail policies for review"

Many questions resulting fromthe conplexity of business insurance, small

busi ness owners say, pose a higher risk of failing to acquire appropriate
coverage via the Web. The lengthy applications online currently nake an al ready
conpl ex transaction nore difficult, therefore, small business owners say they
seek the know edgeabl e, responsive service of their agent to guide themthrough
t he process. But knowing they are dealing with a "real person" presents another
i ssue. Small business owners said they would need to authenticate the identity
of their agent in order to have the trust necessary to conduct business

i nsurance transacti ons onli ne.

Traditionally, those who had experienced business growh or changes in business
conditions, had concerns about cost, or were disappointed with the expertise or
responsi veness of their agents, did not hesitate to "conparison shop," typically
by all owi ng other agents to review their current polices and submt alternative
reconmendati ons.

"The amount of tine spent on billing inquiries does not facilitate productivity
for agents and carriers,” added DeNicola. "If billing inquiries could be pushed
out to the end user via the Internet, time and cost savings and i nproved
custoner satisfaction would likely result. The bottomline is if agents and
carriers are not positioned to provide the service desired, small business
owners will click sonewhere else for their answer."

Smal | busi ness owners participating in the study and focus groups represented
retail and personal services, such as dog kennels, building repair shops,

phot ographers, and delicatessens.

| nsurance Ti meS: Population And Wealth Drive U.S. Flood Danage Costs,

New St udy Fi nds
Novenber 7, 2000, Vol. XIX No. 23

BOULDER, Col 0. - Societal changes, much nore than increased precipitation
spurred a steep rise in flood-damage costs in the United States over nuch of the
past century, according to a new study published Cctober 15 in the Journal of
dimte.

U.S. annual flood |l osses, adjusted for inflation, rose from$1 billion in the
1940s to $5 billion in the 1990s.

| mportant Role

"Climate plays an inmportant but by no neans deternmining role in the growh of
damagi ng floods in the United States in recent decades," wite the authors,
Roger Pielke Jr. and Mary Downton, both of the National Center for Atnospheric
Research. NCAR s primary sponsor is the National Science Foundation

Pi el ke and Downton examined 10 different neasures of precipitation. They found a
strong rel ati onship between fl ood damage and the nunber of two-day heavy
rainfall events and wet days. They al so found a somewhat weaker relationship
bet ween fl ood damage and two-inch rainfall events in npbst regions. However,

t hese rel ationshi ps could not explain the dramatic growth in fl ood | osses,
according to the authors.

Preci pitation
In a series of recent articles, including this one in the Journal of dimate,



Pi el ke, Downton, and col | eagues | ooked at the role of increasing precipitation
popul ati on, and national wealth. They found that popul ation growth al one
accounts for 43%of the rise in flood damages from 1932 to 1997, with a nuch
smal l er effect fromincreased precipitation.

"Most of the other 57%increase is due to burgeoning national wealth," says

Pi el ke. Downton's work suggests that nore detail ed disaster reporting al so
contributes to the trend.

Climate scientists have observed a rise in precipitation in sone areas of the
United States and el sewhere over the past century. The Intergovernmental Pane
on Cimte Change (IPCC) has witten that a warner clinate could |l ead to nore
heavy-rain events. The Pi el ke- Downt on paper found that flooding increases with
precipitation, depending greatly on the tine and |ocation of the rain or
snowfal | . However, "even without an increase in precipitation," they wite,
"total flood danage will continue to rise with the nation's grow ng popul ati on
and wealth unl ess actions are taken to reduce vulnerability."

Piel ke, a political scientist, has often stated that his work "is consi stent
with the conclusions of the I PCC," whose consensus viewis that the earth's
climate is changing at |east partly because of human activity. "But," he argues,
"debate over the science of global warm ng need not stand in the way of
effective actions to better address climate inpacts.”

"We know enough to act now," said Pielke in a recent presentation at NCAR "W
can nanage spiraling flood costs wi thout waiting for precise answers from
climate change research. In this sense the debate over global warning nisses the
mark." Disaster mitigation policies regarding floodplain nanagenment are already
in place and can curtail the rising costs, he said.

d obal |y, between 1970 and 1995 floods killed nore than 318,000 people and | eft
nore than 81 nmillion honeless. During 1991-95 fl ood rel ated danage total ed nore
than $200 billion worldw de, representing close to 40% of all econom c damage
attributed to natural disasters in that period.

Contact the National Center for Atnospheric Research at 303-497-8604, or fax,
303-497-8610.

| nsurance Ti mesS: Medical Fraud, Staged Auto Accidents, WC Scans Top

Fraud Concerns
Novenmber 7, 2000, Vol. XIX No. 23

DES PLAINES, I1l. - Medical fraud rings, staged auto accidents, arson, and

wor kers conpensation scans top the |list of fraud concerns for the nation''s

i nsurance conpani es, according to a recent survey conpiled by the Nationa
Associ ation of |Independent Insurers (NAII).

In working toward the devel opnent of its National Insurance Crine Training
Acadeny (NI CTA), NAIl -- along with the National Insurance Crinme Bureau (N CB),
the FBI Academny, the National Wite Collar Crinme Center, the Internationa
Associ ation of Special Investigative Units (IASIU), and other public-private
groups -- surveyed nore than 350 insurers about what they wanted from N CTA
Respondents included Al G Specialty Auto, GEICO Harleysville Goup, Kenper

I nsurance, Liberty Mutual, MetLife Auto & Hone, Progressive |Insurance Conpany,
SAFECO, State Farm The St. Paul, Travelers, and USAA

Conmon Bond
"While NAIl is taking the | ead on NICTA, the conmpanies that are comitted to
becom ng involved with NI CTA transcend NAIl nenbership,"” said John G Eager,



director of clains services for NAII. "Active N CTA participants and survey
respondents include insurers of all sizes, locations and specialties. The
conmon bond is a determination to elimnate insurance fraud."

NICTA is a not-for-profit partnership between private entities |like insurers,
and public entities including the FBI and the National Wite Collar Crine
Conmission. NCTA's initial anti-fraud training, which will incorporate

di stance |l earning with hands-on training for |aw enforcenent and i nsurance

i nvestigators, will focus on inmproving the detection, investigation, and
prosecution of organized insurance crime. Online and "live" courses should be
avai | abl e early next year.

Order of Inportance

Survey respondents ranked the followi ng fraud concerns in order of inmportance:
* Medical fraud rings. Mre than 78 percent of respondents rated nedical fraud
rings as "very inportant” for NI CTA to address.

* Staged accidents. Alnpost 71 percent of the respondents considered auto

physi cal damage and staged accident "very inportant.”

* Crime committed by organi zed groups. Al nost 64 percent of respondents
considered this a "very inportant" concern.

* Arson. For honeowners' arson, 44.6 percent of respondents considered arson a
"very inportant” problem and 33.3 percent viewed commercial dwelling arson as
"very inportant."”

* Workers conpensation fraud. More than 35 percent of respondents ranked
capper/runner investigations as "very inmportant” in preventing fraud.

* Vehicle fires, slip-and-fall schenes, insider fraud. Respondents who ranked
these type of fraud as "very inportant” at 40 percent, 32.3 percent, and 32.3
percent, respectively.

O her concerns rated "very inportant"” by respondents included catastrophe fraud
(26.2 percent), cyberfraud (15.4 percent), and contractor fraud schenes (9.2
percent).

I nvesti gati on Met hods

Survey respondents were al so asked about which investigation methods they
considered to be nost inportant to their conpanies. For the follow ng types of
fraud, respondents considered the follow ng types of anti-fraud training as nost
important, in a range from1 to 5 (highest to | owest):

* Medical fraud. |Illegal activity involving nedical clinics was ranked nost

i mportant at 1.7.

* Staged auto accidents. Claimpattern analysis was ranked nost inportant at
1.7.

* Arson. For honeowners, determination of fire origin and cause, 2.1; for
conmerci al dwel lings, scene investigation involving |ack of verifiable contents
| oss, 1.6.

* Crime commtted by organi zed groups. Russian Mafia rings were ranked at 1.9.
* Workers conpensation. Medical claimanalysis involving extensive or
unnecessary treatment for nminor subjective injuries was ranked 2.0.

Final ly, respondents were asked about type and cost of training they preferred.
On delivery, nmore than 41 percent preferred a traditional classroomstructure,
whil e 28.4 percent wanted sel f-taught, with interactive CD, and 24.2 percent
preferred Internet study. On cost, nore than 27 percent assuned that each ten-
week class should range from $101 to $200; 15.3 percent expected to pay $302 to
$300; 11.9 percent expected $50 to $100 per course; 10.2 percent expected to pay
nore than $300; 8.5 percent said courses should top out at $49; and 27.1 percent
were not sure.

"The needs assessnent survey is an invaluable blueprint for NICTA to devel op
deliver and price its course offerings,"” Eager said. "It will provide us with a
clear idea on what direction to take in the devel opnent of an organization to



serve everyone involved."
NAI I, based in suburban Chicago, represents property-casualty insurance
conpani es.

| nsur ance Ti nes: Deer-Auto Collisions Cause 120 Deat hs
Novenber 7, 2000, Vol. XIX No. 23

NEW YORK - The nont hs of Cctober through Decenber are the npbst preval ent tines
when deer-auto collisions take place. Last year, 750,000 deer-vehicle accidents
occurred nationally, up from 500,000 the previous year. These accidents resulted
in 120 deaths, thousands of injuries and more than $1.2 mllion in property
damage.
Deer/auto collisions cost the auto insurance industry about $2,000 per claim
according to the Insurance Information Institute (l111).
The deer popul ation has proliferated, according to the Insurance |Information
Institute.

In the 1980's the deer popul ati on was approxinmately 10 mllion. Today, there
are nore than 25 mllion. Losses due to deer and car encounters will only
i ncrease as the deer popul ation continues to grow and urban habitats encroach
upon rural environnents.

| nsurance Ti NBS: 7 Essential Questions Shaping Future Of Wrkers Conp
November 7, 2000, Vol. XIX No. 23

by Bill Schrenpf
Presi dent and CEO
Nati onal Council on Conpensation |nsurance

In the summer and early fall of each year, those of us located in South Florida
begin to scan the skies anxiously and we never venture far froma radio or
television for fear that we mght not |earn of an approaching hurricane.

That sanme nervous sense and worry of an inpending stormon the horizon m ght

al so be applied to the current situation in the workers conpensati on i nsurance
market. Certainly, storns are brewing in the marketplace - with perhaps the

dar kest cl ouds and strongest w nds since the very conception of workers
conpensati on i nsurance as a national standard.

Year 2000 Environnent:
A Tinme of Major Change?

O late, there have been a significant nunber of narket events and trends that
we have been tracking at NCCl - all with the ability to have a significant

i mpact on the nature and future of workers conpensation. Anpong the nost
pronounced trends that we have been follow ng are:

e New calls for conp benefit increases

* Proposals to roll back reforns

« Attacks on mamnaged care

e Privacy goals that could limt ability to nanage cl ains



 Federalization proposals
e Rapidly rising | oss costs
 Challenges to Comp as the sole renedy for injured workers
* Inadequate returns and deteriorating profits for insurers

These changes could not conme at a worse tine for nobst insurers.

Over-capacity and aggressive conpetition has resulted has led to deep price

di scounting - in nmany cases to levels that are sinply unsustainable if a conpany
is torealize a return anywhere near its cost of capital. For exanple, NCC
estimates that the in-force book of Conp business in 1999 produced a 9% | oss of
surplus. By contrast, the current cost of capital is probably in the

nei ghbor hood of 12-15%

In addition to the above concerns, sone of the nost fundanental assunptions of
the social contract under which Conmp was created are being called into question
In fact, fromour perspective, there are seven essential questions whose answers
wi Il shape the future of workers conpensation for the next decade

These questions, as well as a broad discussion of the inplications and issues
surroundi ng each foll ows.

Seven Questions That WI |
Shape the Future of Conp

1. What is driving frequency declines - and can it last?

Al t hough worker injury frequency has been on the decline for sone tine now,
expecting conti nued decreases appears to be counter-intuitive. A boom ng econony
such as ours, for exanple, typically causes an increase infrequency if for no

ot her reason than the record |l evels of untrained and unskilled workers who are
brought into the workforce.

Sone of the potential reasons for such changes include broad denographic
wor kf or ce changes such as fewer young workers and an increasing percentage of
worren in the workforce. Most states and enpl oyers have al so been effective at
establishing better (and faster) return-to-work prograns.

Further defining and understanding frequency trends will be critical to
understanding the future health of the worker conp system and market
participants will need to continue to collaborate in examning the issues

driving frequency.

2. WIl W Have a State, Federal, or Bl ended Systenf

It's hard to recall a tine when there was nore workers conp-related activity at
the Federal |evel. Arong the current Federal initiatives that involve conp (and
their potential costs) are

*+ OSHA ergonomics ($4-18 Billion cost)

« Safety in the home Wrkpl ace

* Black Lung changes ($3-7 Billion Cost)

* Nucl ear exposures (Beryllium

e Medical privacy restrictions

Not only are these initiatives broad and expensive, nobst propose far higher
benefit | evels than needed to restore wage | oss. The proposals also typically
broaden the definition of injury and could enconpass al nost all snoking rel ated
illnesses. Finally, proposed nedical privacy rules, even as they exist today,
could dramatically change cl ai m processes and increase costs

3. WIIl Conmp Remain the Sole Remedy for Injured Workers?

Since its inception, one of the nost fundamental assunptions of the workers conp
system has been that it is the sole, exclusive renmedy for injured workers.

Enpl oyers are nmandated to partici pate and they agree because of the sole renedy
provision - in other words, they do not face other related | egal or nedica



exposur es.

Today, that assunption is under attack, both at the Federal level and in

i ndi vi dual states. The costs, if the exclusive renedy standard becones seriously
weakened, are unpredictable and hard to track - leading to a | ess stable narket.
It's also possible that, if exclusive remedy goes away, enployers wll
ultimately conclude that they would be better off w thout workers conp | aws. As
in other parts of our litigious econony, the rare injured worker nmight be better
of f however, it seems very unlikely that the average worker would benefit from
such a change

4. WIIl Conpensability Definitions Be Broadened?

In today's narket, conpensability standards are closely related to the exclusive
renedy standard. As such, exclusive remedy challenges - or even reformroll-
backs -- could also lead to a broadeni ng of conmpensability definitions.

For exanple, the new Federal proposals on itens such as ergonom cs, Black Lung
di sease, etc., broaden the definition and conpensability standards of injury. In
sone cases, the proposals appear to call the very nature of the 'workplace-
based-i njury' standard into question, allow ng outside behaviors or injuries to
be consi dered compensabl e by workers conp. The ergonom cs proposals, for
exanpl e, seemto suggest that anything that "could have happened at work" shoul d
be conpensable. New Bl ack Lung proposal s appear to cover any snoking rel ated
ill ness whether they were aggravated by work or not.

5. What Inpact WII Changes Have on Costs? Return to Wrk? Fraud?

The existing workers conpensation market represents a very conpl ex system
wherein a seem ngly sinple change in one system aspect can have many
unanti ci pated consequences. For exanple, a procedural change in adm nistrative
law i ntended to be 'benefit neutral' mght actually increase the tine before a
heari ng can be hel d.

That extended time can increase total benefits awarded, which often leads to

i ncreased attorney involvenent -- and an even nore extended period before the
worker is returned to the worksite since nost |awyer-involved clains lead to

| onger return to work periods. In other words, the unintended consequences of
many of the proposed changes could be substantial, and their costs and inpacts
will be very difficult to estimate. Thus, a "benefit neutral change" could | ead
to increased disability benefits and | awer involvenent.

6. How W1 I Decision-Mikers Strike a Bal ance Anbng Conpeting Interests?

G ven all of the proposals and pressures outlined above, market participants can
expect the 2001/2002 | egislative sessions to be nore frenetic than usual -- with
proposal s for benefit increases, reformroll-backs and perhaps even a voter
initiative or two.

Not all of these proposals are bad. In fact, sone benefit increases may well be
warranted, particularly if unintended consequences can be avoi ded. To be cl ear
such changes will also raise risks of reduced conpetitiveness and sl ower job

gr ow h.

Clearly, there are third parties -- |awers, nedical providers and doctors anong
them-- who will seek to expand their role and incone during this debate,
potentially, siphoning noney from enpl oyers and benefits frominjured workers.
For their part, enployers - insulated by the extreme conpetition in the conp

mar ket pl ace -- are concerned about increased regulation and increased costs but
have not yet begun to taste their costs and consequences.

7. How W1l Political Decision-Mkers Assess the Ri sk of Accountability?
Clearly, insurers are |osing substantial anmounts on workers conpensation today -
driven by over-capacity. Anpong the current facts:

e The accident year 1999 conbined ratio suggests a return on surplus of -9%



nationally and -14%for California

* Reserve deficiencies are estimated to be about $18.3 billion or 28%

* Medical and indemity costs appear to be poised to rise

Pol i cymakers' assessnent of these realities, along with their judgenents about
potential political risks will play a critical role in what happens next. |If

t hey conclude that substantial price increases for conp are inevitable and wll
occur in the next few years, they may hesitate to be the | ast one given credit
for changing the system It may be far nore appealing to let price corrections
work their way through the system before considering any changes that could

i ncrease system costs.

If they advocate and acconplish benefit changes, will they be blaned for all the
resulting price changes including any conpetitive correction, especially if that
correction is very severe? 1In the end, if governors, |egislatures and

regul ators understand the nmarket conditions as outlined above -- but believe
action will hurt their political futures -- it is very likely that costs and
benefit changes are likely to be fewer and snaller than m ght be necessary.

Can a Stable Loss Cost Environnent be Mintai ned?

Beyond sinmply posing questions, it is instructive to |ook at the nmarket context
in which these debates will take place. On the positive side of the | edger, conp
| oss costs have been stable, premiumrates have declined and frequency is down
24% over the last 10 years - which has been a huge benefit.

The bad news is that prem umdeclines are a one-tinme windfall -- they are not
sustai nable. Plus, the industry is losing 9% on surplus, has an $18 billion
reserve deficiency (28%, and clains costs appear to be rising rapidly by a
margi n of at |east 10-15%

In real terns, the future stability of workers conmp will depend heavily on: the
degree of Federal control established over benefits and eligibility; on the

wi |l l'ingness of politicians to risk being blamed for rapidly rising rates, and on
political assessments and actions regarding the relative nerits of a
"conpetitive" conp systemversus the needs of injured workers.

So what is our forecast for the future of the workers conpensation narket? To
refer to our earlier hurricane analogy, it seens safe to say that conp's now
under a hurricane watch - participants need to know that conditions exist for a
wor seni ng environnent and they need to begin to act to protect their interests.
Whet her or not the "watch' conditions will escalate to a 'warning' and an actua
stormremains to be seen. For now, it is sinply safest to say that people should
be prepared for the worst. W stand on the edge of what could be the greatest
change in conp since it was created waiting to see whether the stormwll strike
| and and how nuch change it will weak.

| nsurance Ti meS: Mass. Registry Chief Touts Inprovements In Agency
Novenber 7, 2000, Vol. XIX No. 23

Formmer consumer affairs chief who is now running the agency the public loves to
hate tells MAIWneeting that progress is being nade

by Mark Hol | mer
| nsur anceTi nes

Dani el G abauskas is trying to nake |ife better for Massachusetts' 4.4 nmillion
l'icensed drivers.



He once ran the Bay State's Departnent of Consuner Affairs and Busi ness
Regul ati on, which oversees the Division of Insurance. But today, Grabauskas is
the top official at the state's Registry of Mdtor Vehicles, an armof the state
bur eaucracy not exactly known for stellar customer service.

Grabauskas told a recent audience that he's trying inprove service for the
mllions who nust deal with the RW - including auto deal ers and insurance
agents.

"My old job in sone ways led nme into this job (as far as) my appreciation of
what you do," he said.

"I want to make the Registry work for you."

Grabauskas tal ked about sonme of the Registry's recent inprovenments during his
Cct. 10 speech at the Massachusetts Association of Insurance Wonen, Norfol k
chapter neeting.

I nsurance agencies regularly use RW branch offices (and specialized RACE units)
to place or renew clients' autonobile registrations. Sone agents conpl ai ned that
sparse staffing or poorly managed |ines caused annoyi ng del ays for their

busi nesses in addition to the public.

In his first year on the job, G abauskas said, he's focused on a "multi-pronged"
effort to inmprove customer service.

The Regi stry expanded and inproved branch staff and service, he said. He is also
| ooki ng at expanding | ocations, increasing its Internet presence and focusing on
service partnerships with "the auto i ndustry and now, hopefully with sone

i nsurance agents."

Ri ght now, about 390 auto deal ers and 160 i nsurance agents are online using the
RW' s El ectronic Vehicle Registration program G abauskas is hoping to add nore
i nsurance agents to that numnber.

Onl i ne Program

The RW's online program actually began a few years ago with a dealer-friendly
system (al so used by sone agents).

But the California technol ogy vendor AutoStory should bring nore agents onto the
web to conduct registrations. RW officials are working with the Massachusetts
Associ ation of |ndependent Agents and AutoStory to train agents to use the new
program (See related story.)

Bot h conputer systens |et agents or autonpbile deal ers conplete new
registrations, title transfers and other services for clients right fromtheir
of fices.

EVR probably isn't for small agencies, G abauskas said, but |arger agencies that
handle multiple registrations a day could benefit fromit.

And greater agent participation in auto registrations would help both the RW
and agents do a nore efficient job, he said.

"We have so much work at the RW, that we can use some assistance from . ot her
resources," he said.

| nprovenents
Here's a breakdown of some other RW i nmprovenents:

e The RW now has a "zero tolerance policy for long waits and di scourteous
service" as well as "untidiness" at the office, G abauskas said. To that end,
RW branch of fices now use Wal -Mart-style greeters and nore staff are working
custonmer wi ndows. The Registry has hired 47 additional enployees for branch
of fices and has a new request for 47 nore.
 RW officials are also planning to nodernize the departnment's phone and
conput er systems. G abauskas added the RW purchased its conputers second-hand
in the early 1980s, and that "young people coming into get their I|earning
permts are actually younger than sone of the conputers we're using."

e The RW continues to try and inmprove its "turnaround" service for processing
registrations for custoners including insurance agenci es.



Additionally, RW officials are also working to inmprove the departnent's

I nternet service, G abauskas said

Among them customer can now change their address online, and many nore are
renewi ng their registrations by mail or through the Internet, G abauskas said,
sonetines at "1, 2, or 3 am"

Grabauskas said the RW isn't worried about online fraud regardi ng change of
address, but would consider using bank-style pin nunbers if problenms crop up

| nsurance Ti MBS: Autostory Aims To Put Registry Procedures Online For

Mass. Agenci es
Novenmber 7, 2000, Vol. XIX No. 23

by Mark Hol | mer
| nsur anceTi nes

VWhat once took an hour or nore has been whittled down to m nutes.

Kirra Kot siopoul os uses this tine conparison to descri be how she now hel ps
clients register their autonobil es.

Kot si opoulos is a |licensed broker fromthe Lawence F. Briggs Agency in
Brockton. In the past, she'd help auto insurance clients fill out their forms,
and then a runner trucked themdaily to the Registry of Mtor Vehicles office -
a process that took "an hour, plus."

But now with a computer and some clicks of a npuse, Kotsiopoulos can register a
client's automobil e and even give thema license plate -- on the spot.

The new way, she said, takes as little as eight ninutes.

"It's great custoner service because the insured really doesn't want to wait at
the Registry," she said.

Kot si opoul os is among 30 i ndependent agents who have trained to use AutoStory, a
new | nternet-based systemthat |ets agents issue passenger nornal, special and
commercial plates right fromtheir offices, as well as the registration and
decal . Agents can now al so handl e transfers.

Anot her 200 agents have begun their three-day free training prograns, said Donna
McKenna, the Massachusetts Association of Insurance Agent's (MAIA) director of
conmuni cati ons and registry liaison. The Registry conducts two days of training
whil e MAI A and AutoStory handl e the third.

The web-based pil ot programbegan in July. It represents a grow ng industry
change that allows agents to use technology to register clients' vehicles right
fromtheir office, by accessing the RW via conputer.

O her RW Pl ans

The RW has actually pursued an online vehicle registration programfor a few
years, beginning with DRIVE, a systemthat |et dealers issue plates, process
transfers and handl e registrations online.

That system evolved into the EVR, or Electronic Vehicle Registry Program which
i mproved the DRI VE program and expanded to insurance agenci es.

RW of ficials have worked with one vendor - Conputerized Vehicle Registration -
since they | aunched the DRI VE program

Many deal ers, agents (and direct-witer Am ca) already use CVR, which offers
conpar abl e services to AutoStory, but AutoStory is the first to work directly
with both the RW and Bay State insurance agents.

AutoStory is comng to Massachusetts through a cooperative agreement between the
RW and the MAIA, which is offering a training programto nenber agents.



Aut oStory has also inked a sinmlar deal with Safety Insurance, which allows the
conpany's agents to access its service through Safety's Agent's Virtua
Conmunity web program

AutoStory is a year-old California-based company that offers a web-based

busi ness-to-business framework that |ets businesses and governnent exchange
infornmation on the Internet. Businesses pay a fee up front for each transaction
and AutoStory covers costs to create secure |inks between their servers and
gover nment processors.

In the past, agents either sent an enployee or a runner to the RW on behal f of
a client to handl e autonobile registration

But that systemisn't as convenient because the Registry limts agency branch
transactions to two a day, MKenna said. She added that the regional processing
centers set up for agencies and runners (RACE units) aren't always convenient.
Wth AutoStory, the big change is that agents will no longer have to visit the
Regi stry to process paperwork, because the paperwork can all be processed
online.

The new systemw || save agents' valuable tinme, and add to what they can offer
clients, MKenna said.

RW does all ow for individual electronic registration online and sone agents
have already used the system as a custoner convenience.

But using an RW individual electronic registration doesn't get provide an
automatic registration formin hand. Custoners get an Internet confirnmation and
the registration is mailed |ater

Everyt hing At Once

The AutoStory registration, MKenna said, gives custoners everything at once.
"It's instant gratification, so to speak," she said, adding that consumers wl |
benefit.

"Most of their transactions will be able to be handled right in their agent's
office, and it's a service that agents can provide a | ot nore cheaply than when
dealers do it," MKenna said.

"One deal er in Massachusetts charges $245 for doing the sane work that agents
are doing for anywhere fromfree to $30."

McKenna adds that the Registry won't charge agents for the service.

Kot si opoul os said the new systemis very easy to learn, simlar to navigating
Anerica On Line.

But not everyone is running to serve as both an insurance agent and the RW.
Donni e Hull, marketing nanager with Rogers & Gray lnsurance - six locations with
a South Dennis headquarters - said the new systemis "the wave of the future"
and "woul d be great for the custoner."

But she said her bosses are "just looking into this" and studying the natter
first.

"We're insurance people. W're not Registry people,” she said. "You'll get a
whol e I ot of different opinions on that this has been in the works and tal ked
about for a long time we're not sure that we've made up our m nds.

"W want to do what's best for the customer but I"'mnot sure it's going to be
great initially for the agent because it's going to involve a lot of tinme and
effort, and naking sure that we do achieve what we're trying to achieve for the
customer, which is better service."

Hul | said sonme issues to be resolved include figuring out howto effectively
train enployees in nultiple-office agencies, and deciding to use the systemin
every office or just one.

But Kot si opoul os said the systemwi |l help the insurance industry and keep

i ndependent agents conpetitive.

"I't's one-stop shopping (where a) custoner busy a car, conmes in here, purchases
i nsurance, has (the car) registered and | eaves happy.

"Car deal ers have been doing it and it's just keeping up with the tines."



| nsurance TinmesS: WIlliamF. Hofmann 11, CPCU, CLU, AAl, CIC, LIA
Novenmber 7, 2000, Vol. XIX No. 23

Bel nont, Massachusetts
I | AA President

WlliamF. Hofmann 111, CPCU, CLU, AAl, CIC, LIA partner in Provider Insurance
Group, Inc., was installed as President of the |Independent Insurance Agents of
America (11 AA) during the association's 105th annual convention |ast week in

O lando. The follow ng excerpt is from Hof mann's inaugural address at the
conventi on.

Provi der | nsurance Group, Inc. has offices located in Bel nont, Brookline and
Needham Mass.

Who is Bill Hof nann?

Hof mann i s an unrel enting advocate for independent agents with |egislators and
regul ators, as well as the public, the nedia, insurance conpani es and other
i ndustry organi zati ons.

He was elected to the Il AA Executive Conmittee in Septenber 1995.

Prior to serving on the Executive Conmnmittee, Hof mann chaired |1 AA s Education

Conmittee for four years, and in 1994 he received a Presidential Citation for

his work in this area. He has been a menber of I|1AA s Menbership and Dues Task
Force, |1 AJC and Finance commttees. |In addition, he teaches the ERC and || AA
Errors & Onm ssions Loss Control Sem nar around the country.

On the state | evel, Hof mann served as president and state national director for
t he I ndependent Insurance Agents of Massachusetts. In 1980, he received the M.
Chairman Award fromthe Anerican Association of Managi ng General Agents for
chairing its state's Education Conmittee.

Active in his conmunity, he served as president and on the Board of Directors
for the Boston Children's Service. He al so has been active in the Bel nont Youth
Basket bal | program Chanber of Commerce and Boosters C ub, and he has served as
chairman for the Bel nont Red Cross and as treasurer for the Bel nont Religious
Council. Hofmann is an el ected town neeting nmenber, finance conmittee nenber,
and registrar of voters in Belnont, as well as an el ected nmenber of the
Republ i can Town Conmittee.

Hof mann hol ds a master's degree in business adm nistration from Suffolk
University in Boston, and a bachelor's degree in business administration from
Boston University. He and his wife, Mrilyn, have two daughters,

Hei di and Kristy.



| nsurance Ti meS: Hofmann: 11AA Wil 'Leave No Agencies Behind'
Novenber 7, 2000, Vol. XIX No. 23

New |1 AA President vows Big | will help agents change and renews call for merger
with National PIA

by WIIliam Hof mann 11

As independent agents we have w tnessed rapi d change.

Thirty-seven years ago when | first started out in the business, carbon paper
was an integral part of ny operations. Today we have copy nachi nes, faxes and
email .

And, we are in the nmidst of an e-comrerce revol ution

Your association is |eading nmany changes, both in the nmarketplace and in
technol ogy so agents can grasp new and exciting opportunities. The outlook is
positive for all agents.

As your president, | will lead the effort to guide this change so no agency is
| eft behi nd.

We are spearheading an exciting branding initiative, which your board of
directors will vote on in January.

This programwi |l tell consunmers what | already know. that |ndependent Agents
are the best way to buy insurance and financial services. A branding program

will build market share -- and that is what the Big | is all about.

The catchwords today are downl oad, upload and SEMCI

I will use the Agents Council for Technology to push for greater efficiencies in
the way we use autonation.

Through ACT and our autonmation partners, we will revolutionize how we provide

our custoners the best service in the insurance-buying process.

We have one of the best government affairs teanms not only in the industry, but
al so in our country.

As the front-line defense on Capitol Hill, they have expertly protected your

i nterests in Congress.

| pledge to enploy our professional |obbyists and harness our grassroots power
to safeguard your interests on state insurance regulation, natural disaster
reform agent licensing reformand a host of other concerns.

I will infuse new energy into the Association's product offerings including Big
| Markets, the E&O program our retirenent program and the Eagl e Agency.
W will bring to your desktop the neans to boost your professionalismand

education through the Virtual University.

Qur Best Practices, ACSR |nVEST, technical affairs and contract reviews are
unmat ched in the agent comunity.

W will continue to strengthen these prograns.

As your president, | pronmise that the Big | will finish what we've started,
bol ster existing prograns, and use your tinme and dues wi sely.

We have heard a | ot about disinternediation and nore recently about
reintermediation.

One has only to look closely at the latter to understand that decision nakers
see the positives of the agency system

Conpani es that traditionally did business exclusively in other distribution
systenms recogni ze the val ue i ndependent agents bring to custoners. They are now
turning to us to deliver their products to consuners.

The outl ook is positive for |ndependent Agents.

During ny presidency, IIAA will continue to protect and pronote the interests of
all nembers -- large brokers and small agencies alike.
No agencies will be |eft behind.

But, agencies will have to change the way they do business, and the Big "I" w |



assist themw th the process.

To infuse positive change into our business, we need new, young producers on
boar d.

We nust continue to build the future of our agencies and the agency system

G ving these young faces opportunities will pay inmense dividends.

To be truly successful, we nust stop being order takers. W nust go back to
telling people about the value we bring to the insurance equation, the val ue
added services we offer and to sinply ASK consumers to do business with us.

We nust reinforce why we are the best distribution system-- illustrate it to
our conpany partners and prove it to them

The changes we have wi tnessed al ready and the abundant opportunities is paying
off in the formof increased nmarket share for the agency system

If we continue this trend, we will be the dom nant providers of insurance.

To be nore effective in the future, the agent community nust speak with one

voi ce.

We cannot afford to duplicate efforts.

To that end, | call on our colleagues at the National Association of

Prof essi onal | nsurance Agents to discuss nmerger with us. W must | ook beyond
our differences and forward to the betternent of the independent agency system
We need one voice and one trade association representing ALL i ndependent agents.
Merged states prove that there are efficiencies created through joining as one.
We can create that sane dynam c organi zation on the national stage through a
union of the Big | and PI A

| have learned a valuable |l esson as a fan of baseball and the Boston Red Sox.
Real students of the gane know that Babe Ruth was not just the hone run king,
but also the strikeout Kking.

The lesson is to swing for the fences and not be afraid to fail

I will use that |esson as the guiding principle of my presidency.

We are blessed with a dedi cated, professional staff at the national association
that is totally focused on our future.

On behal f of all agents, | want to say thank you to themfor all that they have
done, and we | ook forward to working with them over the next year

Tom Ahart and | will work closely together over the com ng year for the benefit
of all agents.

To ny fellow agents, ny promse is that you will have nmy undying commitnent to
this great association and to our way of doing business.

Thank you for the honor and privilege to serve as your president.

| nsurance Ti MBS: 11AA Profile: Agencies Stable, G ow ng And Younger
Novermber 7, 2000, Vol. XIX No. 23

ORLANDO - The last four years have been a period of financial growh and agent
consol i dation, according to the 2000 Agency Universe Study, a definitive study
of the independent agency system conducted by Future One, a cooperative effort
of the Independent |nsurance Agents of America (I1AA) and 19 | eadi ng insurance
conpani es.

The study al so shows continued growth of wonan and minority ownership, narked
gai ns in technol ogy use, nodest staffing increases, and a greater presence of
younger owner shi p.

The | ast four years have been a period of stable consolidation for independent
agents. There are 42,000 i ndependent agencies in operation in the U S. today, a
slight decrease (5 percent: 44,000) since 1996. By conpari son, between 1983 and



1987 t he nunber of agencies plunmeted 23 percent, and between 1987 and 1992 the
rate of decline was 14 percent.

Still, 29 percent of all agencies have been involved in a merger or acquisition
in the past four years, generally resulting in larger, nore profitabl e agencies.
Sol e proprietorshi ps have declined and corporations have increased.

Most agenci es (about 72 percent) classify their business as a corporation. N ne
percent of agencies belong to networks, which have an average of 22 nenbers; 11
percent are parts of clusters, or huddles, which have an average of 21 agency
menbers.

Cul tural and Gender Diversity

Wor kpl ace diversity is increasing as nore wonen and mnorities increase

owner shi p of agencies. Agency ownership by wormen has increased by about 25
percent. Still, non-Hi spanic whites own 81 percent of agencies, 6 percent are
now owned by Latino/ Hi spanic owners, 3 percent by Asian Anericans and 1 percent
by African-Anmericans.

Revenues and Grow h

The survey finds that 62 percent of independent agents reported revenue growh
in 1999 over the year prior (just 15 percent experienced a decline). Conmercia
i nes-dom nant agents were highest with 68 percent growth; while 64 percent of
bal anced agenci es and 57 percent of personal |ines-dom nant agencies indicated
revenue increases.

Aver age agency prem umvolune is up 72 percent over the past 8 years.
Conmrer ci al - dom nant agencies those with 70 percent or nore of revenues derived

fromcommercial |ines report higher-than-average total revenues, while al nost
two-thirds (63 percent) of agencies that sell predom nantly personal |ines have
total revenues of |ess than $250, 000. About 7 percent of agencies produced nore
than $2.5 mllion in revenues, up from4 percent in 1996.

The sources of revenue for the average agency renai ned consistent with 1996: 50
percent of revenues coming from property/casualty personal -1ines conm ssions, 37
percent from property/casualty comercial lines and 5 percent fromprofit-

shari ng conti ngenci es.

Ni nety-ei ght percent of agencies report having sone non-insurance revenue. About
19 percent of the agencies said noni nsurance revenue exceeds insurance revenue.
The maj or sources of non-insurance revenue for nobst agencies are investnent-
product conmi ssions (29 percent), real-estate sales and services (20 percent)
and banki ng product sales (8 percent).

Seventy-three percent of agencies have one |ocation, 25 percent report having
fromtwo to 10 | ocations, and 2 percent say they have 11 or nore | ocations. SiXx
percent of agencies report operations in nore than one state.

Continuation of the business is clearly a big issue for today's agency owners.
Seventy-one percent of agencies have one or nore perpetuation tools in place, 56
percent have a witten plan. Fifty-nine percent are using life insurance as a
tool to perpetuate their business, and 21 percent have retai ned earnings.

Enpl oynent and Oanership

Agencies polled in the 1996 survey predicted nuch |arger increases in their
staffing than actually occurred. Wile six-of-ten predicted they would increase
their sales staff that year, |ess than one-of three did. One-half believed they
woul d i ncrease their support staff, but |ess than one-in-five did.

In the past four years, overall enploynent has increased only slightly, with the
average nunber of enpl oyees per agency increasing from10.1 to 11. 4.

Sevent een percent of all agencies were established sine 1995; eight percent in
1999 al one.

The typi cal agency has three i ndependent producer contractors, eight enployees
licensed to sell property/casualty lines of coverage and four enployees |icensed



to sell life and health products. On average, agency enployees maintain
nonr esi dent property/casualty licenses in 3.5 states and nonresident life/health
licenses in one state.

Younger Owners

An influx of younger people holding an ownership interest in agencies also is
encouragi ng. Two-thirds of primary agency principals are between the ages of 45
and 64, four years ago 89 percent of agencies were run by owners between the
ages of 55 and 69.

Fifty-nine percent of principals with the highest proportion of ownership are
under age 55. O those agencies with nore than one owner, 68 percent of the

i ndividuals with the second-hi ghest proportion of ownership are under age 55.

| nsurance Ti MBS: Rev. Jackson Says Industry Future Depends On Diversity
Novermber 7, 2000, Vol. XIX No. 23

ORLANDO - Rev. Jesse Jackson chal | enged i nsurance and the industry to nmake
reparations for past discrimnation and to becone "broader, nore diverse and
better” in marketing and hiring in remarks before the 105th annual meeting of

t he I ndependent |nsurance Agents of Anerica (I1AA).

He said the industry should reach out to mnorities as enpl oyees, agents and
custoners, not just because it is the right thing to do, but because it is good
busi ness.

VWall Street Initiative

He said that the insurance industry would be the main target of his Rai nbow
Coal ition/PUSH event January 23-27, which he ternmed a "day of reckoni ng" where
he will seek to address past alleged racial discrimnation by the industry and
build new alliances with the industry.

He said all of America has becone better, and markets have been expanded, as
barriers agai nst bl acks, wonmen and ot hers have been renoved.

"Each barrier down, each bridge built is value added," Jackson told his

audi ence.

Noti ng that Maj or League baseball has becone better since racial barriers were
struck down 53 years ago, he asked if "the insurance industry has caught on yet
that diversity means nore markets, nore talent, nore noney and growth."

He added, "It's the norally right thing to do. It's also cost-efficient.”

Basebal | Exampl e

He noted that since Jacki e Robinson broke the racial barrier in baseball in
1947, baseball owners and other sports teans have prospered by seeking the best
tal ent regardl ess of race or geography.

Unl i ke baseball owners, the insurance industry doesn't have to travel far to
reach a gi ant untapped market, Jackson said. The "$800 billion market" made up
of bl acks, Hispanics and other minorities is easily within their reach

"I't's Anerican - you can drive to it," he said.

"Behind the redline zone there are great athletes, actors, scientists, teachers

and others who all buy insurance, sell insurance and think creatively," he said.
Jackson argued that the industry's own survival depends on it increasing its
di versity.

"If we are going to insure the world, we have to know who they are," he said.
He urged the industry's participation in prograns to i nprove the "econonic



literacy"” of minorities. His organization is bringing mnisters to Wall Street
so they can learn how to set up investnent clubs in their churches.

"When people are nore economically literate, they choose insurance over the
lottery," he said. Too nmany poor people are "living on luck instead of a plan"
and must be educated about finances.

"I'f they don't grow, you don't gain." he told agents, adding that his mssion is
to "build a bridge" between the insurance industry and the untapped market of
mnorities.

| nsurance Ti MBS: 11AA Honors Rl Agent, Sen. Bates
November 7, 2000, Vol. XIX No. 23

ORLANDO - David E. Bates, an architect and driving force behind the adoption of
a | andmar k Rhode | sl and banks-in-insurance oversight |aw, was presented the

| ndependent | nsurance Agents of Americas (I1AA) highest individual governnent
affairs honorthe Sidney O Snith Award.

Bat es was presented the honor during the Il AA National Board of State Directors
neeti ng.

The Smith Award is bestowed annually by the | ndependent |nsurance Agents of
CGeorgia to an individual independent agent for his or her outstanding service to
I[1AA in the field of government affairs.

Bates is president and owner of A N Nunes Agency in Barrington, RI. and a
state senator in the Rhode Island |egislature.

During the presentation, |1AA President WIliam M Houston, CPCU ARM I auded
Bates for outstanding work on behalf of all independent insurance agents and

I 1 AAs government affairs efforts. In his role as a state senator, Bates pl ayed
an instrunental role in advancing the Rhode Island bank-insurance |aw through
the state legislature to Gov. Lincoln Al nond for enactnment. The |aw was the
first of its kind in the nation followi ng the Suprenme Courts Barnett Banks
decision that effectively preenpted state | aws barring bank-insurance sal es
activities and opened the door to w despread bank entry into the insurance

busi ness.

The Rhode Island | aw spawned similar laws in 28 other states, all of which in
part owe their success to the success Dave Bates achieved in his |egislature,
accordi ng to Houston.

Houston al so praised Bates for his four years of service on the |1 AA State
Government Affairs Subcommittee and his continuing Il AA involvenent as a nenber
of the Il AN Future One State Covernnment Coordi nati on Task Force

| nsurance Ti NBS: Tech Update
Novenber 7, 2000, Vol. XIX No. 23

I nsuranceTi nes
by Mark Hol | mer

Smal | busi nesses can now get better teeth through the Wb.
But there's a catch: they nust sign up with Delta Dental Plan of Massachusetts



and enpl oy between two and 49 peopl e.

Delta Dental Plan of Massachusetts recently |aunched a new online service geared
to small businesses in the Bay State who want to | ook into or buy denta

i nsurance over the Internet.

Here's how it works:

First, companies must log on to Delta Dental's web site at www. del tamass.comto
obtain direct price quotes on Delta's four prinmary products.

Wthin mnutes, enployers can buy their favorite dental plan and al so enrol

t heir enpl oyees.

"Provi di ng conpani es with product quotes on-line, on-demand (for) 24-hours-a-day
is the wave of the future for the entire health industry," said Fay Donohue-
Rol f, the conpany's senior vice president.

Delta Dental is the state's |largest provider of private health coverage.

Hi gh technol ogy cane to M ckey Muse country | ast nonth.

The | ndependent Insurance Agents of Anerica held its 105th Annual Convention &

I nfoXchange in Orlando Fla. |ast week, and The Agents Council for Technol ogy was
to hold a newtechnol ogy denonstration on Hall oween.

The goal of the presentation was to show how i nsurance agenci es coul d use the

| at est ACORD XML standards to do their jobs better.

AMS/ Tower street, Applied Systens, Ebix, Channel point, PMSC/ MYND, Nekema, JCRS

| VANS, MetLife Honme and Auto, Travelers, The Hartford and | BM Lotus were anpng

t he presenters.

Wth all of the Wb communities on the Internet, wouldn't it be nice to have one
for property casualty insurers?

StarNex a Wentham Mass. -based busi ness-to-busi ness Wb technol ogy service
conpany, is hoping to do just that.

St ar Nex al ready | aunched BrokersPortal in May, as an online insurance
"mar ket pl ace" for life and health i nsurance brokers and compani es to exchange
gquotes and proposals, industry informati on and al so provi de custoner servi ce.
BrokersPortal registered nore than 6,000 peopl e and about 40 vendors and
carriers, according to a recent press rel ease.

Next, the conpany hopes to expand BrokersPortal to the property casualty market.
"The i ndustry response to BrokersPortal has been very positive," said John

Uni pan, the StarNex president and CEQO

"Havi ng established both credibility and a nunmber of key relationships, we are
wel | - positioned to expand our reach."

For more information, call JimKerley at 1-800-903-7827, ext. 236 or emnil him
at jim@rokersportal.com.

Conpani es now have a new way to conmuni cate industry-standard ACORD
transactions.

That's because | VANS Inc. and Applied Systens, Inc. have formed a joint venture
that will allow custoners to exchange data onli ne.

The conpani es' partnership will focus on devel opi ng uni versal comruni cation

I nternet engines for agencies and conpanies. In addition, the deal focuses on
providing a single-source platformto launch industry-wide initiatives.
Conpani es can al so use the exchange for non- ACORD transactions including the
sharing of proprietary information.

The conpanies are focusing initially on nore standardi zed comuni cati on between
agenci es and conpani es.

| VANS, based in Greenwi ch, Conn., is a consulting and e-busi ness conmpany that
works with nore than 500 i nsurance and heal thcare conpanies in the United States
and Canada. Applied Systens is a |eading automati on vendor for property and
casual ty agenci es.



CI GNA. com has a shiny new | ook.

The conpany recently launched its redesigned Wb site and is pronbting it in a
press rel ease as "cleaner” and "crisper."

The site is also "witten in the | anguage customers understand,” said WIIliam
Bashan, senior vice president of CIGNA's E-Commerce offi ce.

The web site, of course, is still at ww. cigna.com

New features include nore self-service options, specialized gatew des, a
"Benefits & Services" nmenu, a provider directory and a features section.

In the future, conmpany officials said, the Wb site will also feature online
benefit plan enrollment and eligibility processing.

"As a | eading provider of enployee benefits, we believe the Internet is a
crucial tool for inproving the way we reach our custoners," Bashline said,
changi ng the way we can best neet their needs." p

and

BenefitMall.comis noving up to wreless.

The conpany is now offering its registered snmall group brokers wirel ess access

to nmulti-carrier quotes.

The conpany's top-produci ng brokers will also receive a free Palm VIl hand-held
in early 2001 to help themnore easily check case applications and edit quotes.

| nsurance Ti MBS: Answer Financial teams with gfn.com
Novermber 7, 2000, Vol. XIX No. 23

Online financial-service sites Answer Financial and gfn.com the Gay Fi nancia
Net wor k, have allied to provide gfn.comusers with access to Answer Financial's
array of insurance products via gfn.coms Internet portal. Alan C Snyder

presi dent and CEO of Answer Financial Inc., and Walter B. Schubert, gfn.com
founder and CEQ, nmde the announcemrent.

New Yor k- based gfn.com an online provider of financial and business news,

i nfornmati on and services for gay and | eshian individuals and sane-sex coupl es,
has col |l aborated with Answer Financial to provide a stream ined online
experience for gfn.comusers interested in | earning about and purchasing

i nsurance products. Further, the two conpanies are coll aborating on Answer
Financial's agent-training program to ensure an inforned and effective servi ce,
tailored to handl e insurance-rel ated questions of particular interest to nmenbers
of the gay and | esbian community.

Answer Financial, host of answercenter.com delivers a variety of insurance,

| egal and heal thcare products over the Internet to its 13 million-plus menbers
of affinity and enpl oyee groups nationwi de. Answer Financial's Wb site is
conpl emented by a 24-7 call center (888-888-3249) staffed by |icensed, salaried
financial professionals to help consuners 365 days a year

NY Life adds to survivorship life series

NEW YORK - New York Life Insurance and Annuity Corp. (NYLIAC), a subsidiary of
New York Life, has |aunched a new Survivorship Universal Life (SUL) product to
add to the company's Survivorship Variable Universal Life and Survivorship
VWol e Life offerings. The survivorship policy covers two individuals and pays
life insurance benefits after the death of the last surviving insured. The
flexibility and affordability of this type of product is attractive to custoners
who are interested in estate creation/conservation, business planning, or
charitabl e giving.
"We are proud to be one of the conpanies offering all three types of
survivorship products. This new survivorship product will be particularly
attractive to those seeking a | arge amount of pernmanent |ife insurance at an



af fordabl e price," says Mchael Gllo, senior vice president of the individua
life departnment. "SUL enhances our existing nenu of conpetitive products which
are designed to address the wi de variety of needs of our policyhol ders."

NYLI AC s SUL provides adaptable life insurance protection with a flexible
prem um paynment arrangenent to neet the policyhol der's changi ng needs as well as
accessi bl e cash val ue through | oans or withdrawals. Ot her benefits include
liberalized underwiting and the fact that it is not limted insureds in spousa
rel ati onshi ps.

Pol i cyhol ders can custom ze the benefits to neet their needs using a no | apse
guarantee rider, life extension rider, first-to-die rider, first-to-die nonthly
deduction or living benefits Rider

This product is now available in 43 states.

Manul i fe changes universal |ife offerings

BOSTON - Manulife Financial has announced changes to its universal life
products. Manulife Universal Life (MJL) and Survivorship Universal Life (SUL)
mai ntain strong policy guarantees, and can be structured to provide lifetine
guar ant eed coverage or ultra | ow cost death benefit protection, as well as
flexible prem um paynments and flexi bl e death benefit options. (1)

These insurance products will continue to offer conpetitive secondary guarantees
ina Triple X environment.

MJL and SUL features include a pay up-front feature, which allows clients to
prepay prem uns at a guaranteed rate.

The latest additions to Manulife's Universal Life products include the Policy
Protection R der (PPR) which can protect the policy owner's coverage up to the
age of 100 even if net surrender value falls to zero. And when the Policy
Protection Rider is conmbined with Manulife's Age 100 Advantage, clients are
assured guaranteed coverage for life.

In addition, the new Supplenmentary Term I nsurance Rider (STlI) allows the policy
owner nmore flexibility to find the right nmx of price and protection. These new
features are in addition to existing policy riders, such as the estate
preservation rider, the accelerated death benefit for MJL, and the policy split
option for SUL.

Both of Manulife's Universal Life products provide death benefit coverage for
beneficiaries at a reasonable cost and offer the liquidity to pay estate taxes
or fund the transfer of closely held businesses.

| nsurance Ti meS: Insurers Advised Not To Mss Comi ng Boom In Annuities
November 7, 2000, Vol. XIX No. 23

NEW YORK - Insurers need to imrediately commit substantial time and resources

to education, narketing, product design, and distribution of payout annuities in
order to benefit fromthe coning boomin the annuities sector, according to five
speakers at a Briefing on Retirenent that was sponsored by Tillinghast - Towers
Perrin recently in New York City.

"Planning for retirenent has never been so inportant," according to John M
Fenton, principal at Tillinghast - Towers Perrin in Atlanta. "Wth individuals
retiring younger and living longer, the insurance industry needs to devel op
payout annuities that are nore responsive to the uni que needs of the nodern
retiree, who is actively looking for incone that will supplenent Socia
Security."

Fenton was one of the featured speakers at the Tillinghast - Towers Perrin



Briefing on Retirenent, along with Nancy M Kenneal |y, Jonathan Hecht, and
Charles Wl stein of Tillinghast - Towers Perrin, and Farrell Dolan, Senior Vice
Presi dent of Marketing at Fidelity |Investnents.

Tap Into Market
The speakers also noted that the insurance industry, though faced with a
custoner population that is ready for nultiple retirenment products, does not yet
fully understand how to tap into this burgeoning market.
"Whil e the anpbunt of assets built up in some retirenent products has grown
dramatically in recent years, the payout annuities narket has not yet fulfilled
its potential," according to M. Hecht. "G ven the avail abl e choi ces, such as
deferred annuities, |IRAs, 401(k) plans, and mutual funds, it is surprising that
there has been so little growmh in the sector. Even with current asset levels in
excess of $6 trillion, there is still roomfor inprovenent. The industry needs
better education, better marketing, better products, and better distribution."
"You need to change sone attitudes before this nmarket grows to its potential,"
Fenton said. "Custoners need to recognize how annuities can supplenent their
savi ngs and pensions. Insurers need to make these products nmore attractive for
customers and distributors. It can be done, but someone has to take the first
step." The briefing exam ned sonme of the barriers to acceptance in the annuities
mar ket , i ncl udi ng:

Lack of product know edge: In general, the population knows very little about
payout annuities, how they work, and when they are appropriate.
» The conplexity of annuities: These relatively conmplex products cone in
several forns, such as fixed versus variable and have multiple paynment options.
Consuners may have difficulty wunderstanding the differences, according to the
speakers. -
e The mindset problens: In addition to changing the enphasis from savings to

i ncome, there are other issues involved. For exanple, purchasers who invest in
annuities may feel a lack of control over their own noney. Al so, there nay be a
gap between the perceived needs and the real needs of an individual's
retirenment plans.

In order to overcone these obstacles, the speakers called on annuity insurers to
develop a four-part strategy for success, consisting of focused education
repositioning products in the retirenent planning process, redesigning current
products in order to nake themnore attractive and nore practical, and

i npl enenting reliable distribution channels for the products.

Focused Education: Since both distributors and consuners have |imted know edge
of payout annuities, insurers need to focus on educational tactics such as
speci ali zed marketing naterials, agent training, and dedi cated newsletters.
"Peopl e are hungry for information," Wlstein said. "And we need to devel op
reliable distribution channels for getting it to them"

Reposition Products in the Planning D al ogue: Both insurers and distributors
need to consider how annuities should be positioned in discussions of
retirement, Fenton and W)l stein said. "Retirees need to know how annuities can
fit into their big picture," according to Wlstein. "If the financial planning
conmunity were to enbrace these products, we would see a quantumleap in
activity."

Redesi gn Products: Kenneally noted that, although current annuity offerings have
several features that could make themattractive to the average retiree,
including lifetime incone and favorable taxation, insurers need to devel op nore
payout options in order to nmake them even nore enticing to custoners and

di stributors.



Devel op Reliable Distribution: The industry needs to develop reliable, renewable
net hods of distribution for products and information about them This neans that
mar ket i ng, sales, and administration must all be coordinated for nmaximum effect
and benefit, according to Wl stein.

According to Tillinghast - Towers Perrin, the immedi ate annuities market has the
capacity to grow from$5.6 billion in year 1999 to $19.2 billion in year 2003.
"That's a potential tripling, or nore, of investnents in payout annuities. To
get there, we need to start now. This opportunity may not happen again," Fenton
added.

| nsurance Ti meS: Mass. Man Charged In Viatical Settlement Scam
Novenber 7, 2000, Vol. XIX No. 23

BOSTON (AP) - A Gardner, Mass. nan di agnosed with Al DS has been charged with
defrauding life insurance conpanies of nmore than a half mllion dollars.

The U.S. Attorney's Ofice in Boston charged Darrin J. Stafford, with multiple
counts of mmil fraud and noney | aundering in connection with the insurance
schenme, which allegedly netted Stafford at |east $550, 000.

According to the U S. Attorney's Ofice, Stafford used so-called ““viatica
settlenents'' to harvest noney frominsurers. Such settlements involve selling
shares of life insurance policies of terminally-ill policyholders to investors,
who pay a portion of the value directly to the policyhol der

Viatical settlenments allow dying policyholders the chance to get nuch-needed
cash fromtheir policy, but they are illegal if the terminally ill person lies
about their condition.

Staf ford, who was di agnosed with AIDS around 1995, allegedly applied for life

i nsurance after his diagnosis and fal sely answered questions on the policy
applications relating to his nmedical history, according to U S. Attorney Donald
K. Stern.

Stafford then presented his $950,000 worth of insurance to brokers in order to
obtain the percentage paynent of the death benefit, according to Stern's office.
Stafford also allegedly applied for nore than $7 mllion worth of life insurance
under other people's nanes. He then gave his own nedical records and false
identification to viatical brokers to obtain payments, which he deposited into
hi s bank accounts.

| nsurance Ti MBS: Hancock Bank Fixed Annuity Attaches LTC Benefit Wth No

Underwriting
Novermber 7, 2000, Vol. XIX No. 23

BOSTON - John Hancock Financial Services recently introduced GPA Care, a fixed
annuity with long-termcare benefits that will be sold through banks.

The new product, which builds on Hancock's suite of Revolution variable
annuities, is a single-premumfixed deferred annuity. GPA Care will offer

i ndividual s additional benefits in the event of a |long-termcare need, w thout
requiring underwiting. It is the first fixed annuity to offer eldercare
referral services and provider discounts.



Saf eguard Assets

"Wth GPA Care, buyers of fixed annuities can build and hel p safeguard their
assets," says Bruce Jones, vice president, annuity product nanagemnent.

For banks, GPA Care will provide a vehicle for their representatives to help
clients address long-termcare as part of their retirenent planning.

According to TimWaterworth, vice president, John Hancock Fi nancial Institutions
Group (JHFI G, nany individuals do a good job saving for retirenent, but don't
pl an for the unforeseen |l ong-termcare event that can devastate savings. "By
addressing a wi der spectrum of client needs, banks can deepen and add
significant value to their custoner relationships."

LTC Benefit Basis

The armount of the long-termcare benefit, called CARESol utions Plus, is based on
the greater of the initial prem umor account value. It is paid into the annuity
account val ue should the owner need | ong-termcare, and can be used for |ong-
termcare or any other rel ated expenses, with no surrender charge. (As with any
annuity distribution, the benefit will be treated as incone.)

The benefit, which costs 45 basis points annually, varies with the clients' age
at time of issue, with younger clients, ages 40-59, receiving the maxi mum 3
percent benefit. The benefit is 2 percent for issue age 60-69 and 1 percent for
age 70-79.

For exanpl e, an individual deposits $100,000 into GPA Care at age 52. Qut of the
total premum $70,000 (the maxi mum prem um for the CARESol uti ons Pl us benefit
for issue ages 40-59) is earmarked for the long-termcare benefit, should it be
needed. At 64, the individual has a severe stroke and enters a nursing hone.
Assunming a 5 percent growh rate, the long-termcare benefit would be 3 percent
of $125,000, for a total nonthly benefit of $3,750.

The benefit can remain in the annuity and continue to grow tax deferred if the
owner chooses to |liquidate other assets to pay for |long-termcare.

Hancock wi |l pay the sane benefit for nursing hone, assisted-care |living and
hone- health care. The home health care benefit is prorated based on the nunber
of days the person received care.

Most people prefer to receive home health care, the cost of which could rise
from$61 per visit in 2000 to $260 in 2030, according the American Council of
Life Insurers.

GPA Care's CARESol utions al so provides:

--A nursing honme/critical illness waiver(1l) of surrender charges that can be
triggered by the annuity owner or spouse, even if he/she is not a party to the
contract

--The first elder care resource and consultation service for a fixed annuity
owner or any fam |y nenber through SeniorLink, a nationally renowned el dercare
i nformati on provider

--An annuity benefit that offers discounts(1l) on long-term care services,

t hr ough Hancock's Advantage List of providers, to help annuity owners stretch
t he noney spent on |long-termcare

The CARESol utions Plus nonthly benefit is available up to 36 nonths, six years
after the annuity is purchased, followi ng a 100-day waiting period. Benefits are
received after the annuity owner is unable to perform2 of 6 activities of daily
living such as bathing, dressing, or eating, or denpbnstrating cognitive

i mpai r ment .

In addition to its unique |long-termcare assistance, the GPA Care provides
features and benefits found in | eading fixed annuities, including:
--Conpetitive interest rate, including a 1 percent first-year bonus rate
--Guarantee of principal, should the contract be surrendered

--Flexible, free withdrawals - 10 percent of contract value as of the first

wi t hdr awal s



For nmore information, call 1-877-KEY4121 (1-877-539-4121).

| nsurance Ti mes: MssMitual schol arship
November 7, 2000, Vol. XIX No. 23

SPRI NGFI ELD, Mass. - The MassMiutual Financial G oup announced a nationa

schol arshi p essay conpetition that will provide a total of $20,000 to 20 college
juniors.

Al full-time third-year college students are invited to take the "Financia
Services Chall enge" -- the name of the new essay contest -- and becone eligible
for a $1, 000 schol arshi p.

Entries must be submitted by Dec. 1. Applicants nust wite an essay of no nore
than 1, 000 words describing how a current event or trend they identify will

i npact the future of the financial services industry.

Additional information may be found at www massmut ual . com

| nsurance Ti meS: CFP Adds Universities
Novenmber 7, 2000, Vol. XIX No. 23

Denver - The Certified Financial Planner Board of Standards' (CFP Board)
subsi di ary Board of Examiners has registered 10 new financi al pl anni ng prograns.
The universities whose prograns were newy registered with the CFP Board are

Al bertus Magnus Col | ege (Connecticut), International College (Florida), Lakel and
Col l ege (Wsconsin), Slippery Rock University (Pennsylvania), University of
Baltinore (Maryland) and Villa Julie College (Maryland).

Students conpleting the curriculumat any CFP Board regi stered program are
eligible to sit for the national CFP Certificati on Exan nation

Vi sit www. CFP-Board. org.

| nsurance TimesS: @ardian's Abilityguard Offers Custonized Options
Novenber 7, 2000, Vol. XIX No. 23

NEW YORK - The Guardi an Life Insurance Co. of Anerica's newy redesigned
AbilityGuard group disability insurance policy has been enhanced to offer

enpl oyers the opportunity to custom ze their benefits program providing both
enhancenents for enployees and cost-saving options for enployers. The new
contract is designed to create a cohesive partnership between the plan hol der
enpl oyee and CGuardi an

"Wth AbilityGuard, we have devel oped a full spectrum of disability plans that
can be as basic or as conprehensive as an enpl oyer chooses. The new AbilityGuard
of fers enpl oyers increased flexibility, while nmaintaining top-notch coverage for
enpl oyees, " says Thomas A. Ml nteer, second vice president for group life and

di sability.

Features that offer broader coverage for enployees include AbilityGuard' s new



option, Critical Care Medical Famly Leave Act Benefits, which provide nonthly
benefits to enpl oyees who are not disabled but nust take | eave fromwork to care
for a sick or injured dependent. Benefits can be extended for as |ong asl2
weeks.

Anot her Guardian feature is the Retirenent Savings Benefit, an alternate nethod
of providing retirement incone for seriously disabled enpl oyees who do not have
a pension or 401(k) plan.

Inherent in the newy revanped AbilityGuard policy are enployer friendly options
designed to hel p pl anhol ders control costs. These include Tiered Benefits, under
whi ch the benefit percent and/or the naxi mum nonthly benefit decrease over a
pre-set nunber of nonths, as well as a Subjective Disorder Limtation option, in
whi ch an enpl oyer can elect to place a two-year linitation on benefits for
conditions that cannot be supported by current clinical standards.

The policy also includes electives such as Mandatory Rehabilitation, an option
that all ows Guardian to cease paying benefits if an enpl oyee refuses to
participate in a prescribed rehabilitation programand worksite nodification
conpensation for expenses of nodifying the workplace for a returning disabled

enpl oyee. p

NY fines 21 HMOs, insurers for late claimpaynents

ALBANY, N. Y. (AP) - The state has fined 21 health i nsurance conpani es and
heal t h mai nt enance organi zations a total of $575,000 for failing to pay clains
pronmptly.

The state's Pronpt Pay Law enacted in 1997 requires HM>s and insurance conpani es
to pay undisputed clains within 45 days. More than 67,500 pronpt pay conplaints
have been nade.

The conpani es have paid the fines and agreed to correct procedures to avoid
further late payment, according to the state Insurance Departnent.

"“Patients and health care providers deserve to be paid in a tinely fashion and
we will use all of our enforcement tools to ensure that insurers and HMOs
fulfill this basic obligation to their custoners,'' said | nsurance

Superi ntendent Neil Levin.

The fines range from $1, 000 paid by Heal thsource of New York/New Jersey to
$215, 000 paid by Oxford, according to the department. Anobng the | argest fines
were $116,000 charged to U S. Healthcare Inc., $37,000 assessed to Health

I nsurance Plan of Greater New York, and $34, 500 assessed to Wtra Health

Servi ces Inc.

Heal t hnow New York Inc. was fined $28,500. In August, the state fined Heal t hnow
$500, 000 for violations, including failure to pronptly pay clainms and

under payi ng sone cl ai ns.

Heal t hNow, whi ch operates Blue Cross Blue Shield of New York in western New York
and Blue Shield of Northeastern New York in the Al bany area, was charged in
August with regul arly underpaying clainms for physician outpatient psychiatric
services and del eting thousands of unpaid clainms wthout keeping permanent
records of them An official at the firmsaid new infornmation systenms shoul d
prevent nore problens.

The fines were the fifth round of pronpt-pay fines. The total accounts for nore
than the total fines paid in the previous rounds.

"“The industry can expect the frequency and |l evel of fines to increase until al
conpanies are in conpliance with the law,'' Levin said.

More information is available on the Internet at www. ins.state.ny.us/ p

Conn. publishes updated managed care report

HARTFORD - The Connecticut |nsurance Department has rel eased the 2000 version of
its managed care report card, A Conparison of Managed Care Organizations in
Connecticut, which reviews the state's health nmai ntenance organi zati ons and the
top 15 managed care organi zations.



"The information contained in the report card, when used in conjunction with
pl an specific infornmation received fromthe conpani es and enpl oyers, should
provi de the consumer with information which will prove useful in selecting a
health plan." said Comm ssioner Susan F. Cogswell. In addition to statistica

and quality neasures, nore nenber satisfaction survey results have been included
in this year's guide, she added.

Copes are available fromthe departnent.

| nsurance Ti "MBS: Mass. Readies One-Stop Health Care Wb Site For
Consuners
November 7, 2000, Vol. XIX No. 23

Site to include insurance cost informtion

by Hel en Wbodnan
St at e House News Service

BOSTON - The public will soon have access by way of the Internet to a w de
range of information about the delivery of health care in Massachusetts, the
financial stability of providers, the cost of insurance coverage and even the
availability of flu vaccines in their area.

Begi nning in January, visitors to the state's web site will be able to click on
Rx for conprehensive data on providers and denmand in their area, the financia
condition of facilities, and consumer information.

AG Reilly

Attorney General Thomas Reilly is heading up the project that will eventually
provi de infornmation about hospitals, HMOs and nursing homes, along with data on
quality of care, insurance and other issues. The bulk of the information is
currently available in several |ocations but when the Health Benchmark Project
goes online, it will be integrated and available to the public.

The project is a joint effort of Uvass and the Executive Ofice of Health and
Human Services designed to examne trends and identify problens before they
erupt into crisis, as did the Harvard PilgrimHealth Care bankruptcy and

recei vership of |ast year. Reilly called it an "early warning system"™
"W have a systemin stress and facing a very serious challenge," the AG said at
an afternoon news conference with Gov. Paul Cellucci. "W need reliable

i nfornmati on" and "a fact-based approach to making policy during very difficult
tinmes."

Uvass Presi dent

"Health care problens are conplex," agreed University of Massachusetts
President WIIliam Bul ger, "and the solutions nust be based on credible and
current information."

Decisions will have to be nade about possible hospital closings and premn um

i ncreases, Reilly said, and the state will need information about how nany beds
and what kinds of beds are in each region and how such factors as unenpl oynent
af fect the overall system "There's so nuch change, the public is overwhel ned

and they shoul d have sone say," said Reilly.

"W have no agenda," Reilly said of the bipartisan group making the
announcement that includes Health and Hurman Services Secretary WIlliam O Leary
and UMass Medi cal School Chancellor Dr. Aaron Lazare. "W want to provide



unbi ased informati on about possible prenmiumincreases, hospital closings or
consol i dati ons.

"Ri ght now these decisions are being nmade in private. | saw that in the
Harvard Pilgrimcase," the AG said. "The public has little voice init."

Reilly said other information m ght address the supply of a certain vaccine or
the availability of free health coverage for children

Expl ai ni ng how the system nay work, Cellucci said a reporter might go to the
site and access data on how many children don't have health insurance in
Berkshire County. A nother in Pittsfield night then read the newspaper story
containing informati on about the state's free coverage for youngsters. "She
reads the story, clicks on the state site, goes to Rx and signs her child up for
the health insurance," Cellucci said.

Fewer than three percent of children in this state are uninsured, Cellucci said

proudly. "And we have the | owest uninsured rate in the country."

National ly, 15 percent of the popul ati on has no health coverage while the
figure here is 6 percent. "W're a little bit like Tiger Wods in this
regard," said the governor.

Secretary O Leary said those involved in the Benchmark Project will spend the

next several nonths making policy decisions about, for instance, what
i nfornmati on shoul d be communi cated to the public.

| nsurance Ti meS: Cchanges At Top For Maine's Anthem Bl ue Cross
Novenber 7, 2000, Vol. XIX No. 23

PORTLAND, Maine (AP) _ Five nonths after its purchase by Anthem I nsurance Cos.,
Bl ue Cross and Blue Shield of Maine is poised to get a new | eadership team

Kei th Vangei son, Blue Cross chief executive officer, and Senior Vice Presidents
Francis McG nty and Karen Foster, have resigned, Anthemsaid. A third senior
vice president, Elizabeth Shorr, left the conpany at the end of Septenber.

Each of the executives nade individual decisions to | eave and none was fired,
sai d Lauren Green-Cal dwell, an Anthem spokeswoman.

Ant hem pl ans to nane replacenments for the top jobs at Maine's |argest health
insurer later this nonth, although Vangei son, McG nty and Foster are expected to
stay on until year's end.

Al four of the departing executives will receive lucrative severance packages

t hat becane a focus of controversy prior to the sale. Vangei son, for example, is
inline for a three-year package worth $1.4 mllion

Opponent s’ Concer ns

Opponents of the sal e have suggested that the personnel changes woul d nmake the
conpany | ess connected to the concerns of customers in Mine.

““Decisions will be made out of state,'' said CGordon Smith, executive director
of the Maine Medical Association. "I think it will be very bad for Mine.'
Steve M chaud, president of the M ne Hospital Association, said he was al so
concer ned about how qui ckly Anthem acted. He had gotten the inpression from
Ant hem t hat the conpany woul d nmove slowy and keep Maine executives in key

rol es.

" They gave us a | ot of assurances about |ocal decision making and not a | ot of

changes,'' M chaud sai d.
At Anthem Green-Caldwell defended the conmpany's intentions, saying Blue Cross
enpl oyees who deal with customers and providers will stay in their positions.

TIt's a tinme of transition, she said. ~“"We are committed to | oca



| eadership.""’

Al essandro luppa, the state's insurance superintendent, noted that managenent
changes are comobn when comnpani es nmerge or are sold. At the sane tine, he said
he woul d rem nd Anthem of its commtnents follow ng the sale.

"They told us this was going to be a plan with a local direction and | oca
input,'' luppa said. "I want to continue to see that.'

Meanwhil e, in related news |ast week, Anthem named a public relations executive
as its new general manager of Maine operations.

James T. Parker was announced as the vice president and general manager of the
Mai ne Cust oner Business Unit.

Par ker has been with Anthem Insurance Cos. for 11 years, the last four as vice
president of public affairs.

Parker said he will be responsible for |ocal sales, marketing, customer service
and clainms. Some areas, like legal affairs, will be handl ed regionally, he said.
"My job, as | see it, will really be of providing directions and | eadership
Clearly, | don't have a clai ns background or nore specific background in that
regard,'' he said.

Cl ark Durmont, a spokesman for Anthem in Miine, New Hampshire and Connecti cut,
sai d Parker was very involved in representing Anthem during the purchase of Blue
Cross and Bl ue Shi el d.

The appoi ntnent drew criticismfrom opponents of the nerger.

"Not hi ng against Jim but that one action speaks vol unmes about Anthemand its
conmitment to the people of Maine,'' said Joseph Ditre, executive director of
Consumers for Affordable Healthcare.

"What's next?'' he said. " Soneone from sal es doubling as the nedica
director?"’

The Mai ne Hospital Association was neutral about the sale, but its president,
Steve M chaud, said he was concerned by Anthem s actions since the deal closed.
He said Ant hem had made assurances about |ocal control

"W have been surprised by conparing their comments before the purchase and sal e
and what's happened si nce regardi ng Mai ne-based deci si on-nmaki ng,'' he said.

| nsurance Ti meS: Troubled Mass. HVD Reachi ng Recovery Goal s
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BOSTON (AP) - Harvard PilgrimHealth Care, which was under state receivership
until May, is making significant progress in its financial turnaround, state
regul ators said in a report.

Harvard Pilgrims financial results through August are better than projected,
Attorney General Thomas F. Reilly and | nsurance Conmi ssioner Linda Ruthardt
sai d.

Monitor for Two Years

Reilly and Ruthardt are under court orders to nmonitor the health nmai ntenance
organi zation for at |east two years.

The report cones at a critical juncture for the health plan: in com ng weeks,
40 percent of its nmenbers nmust decide if they will re-enroll. Harvard Pilgrim
menber shi p has dropped 25 percent since Decenber, to 940, 000.

"W recognize that this is an inportant period for Harvard Pilgrim as it is for
all insurance conpanies,'' said Assistant Attorney General Dean Richlin. ""lIt's
i mportant for the public to know that this is a conpany perform ng reasonably
well and is at this point a reasonabl e choice.'



Drop in Enroll ment

Harvard Pil gri mchief executive Charles D. Baker Jr. has said he expects
enrollment to drop to 915,000 or | ower because sone national comnpanies have
deci ded not to offer the plan

Harvard Pilgrimwent into state receivership on Jan. 4 after losing $227 nillion
in 1999. A state Suprene Judicial Court judge ended state control on May 25
after regulators came up with a rescue plan. That plan included increasing the
HMO s net worth by raising the narket value of its 14 health centers.

According to the report, the first since Harvard Pil gri menerged from

recei vership, the HMO turned a profit in July and August. Hi gher prem uns and

| ower adm nistrative costs nmade up for higher-than-expected nedi cal costs.

The report said the HMO s cash on hand is lower than it was in January, but has
general ly remai ned above $100 nmillion for the past several nonths. The plan
currently reports $117.6 mllion in cash on hand.

The state report also said Harvard Pilgrimhas |ost nore nenbers than
anti ci pat ed.

To increase public confidence, regul ators have asked i ndependent accounting firm
KPMG t o deternine whether Harvard Pilgrimhas accurately estimated its 1999
liabilities, and the amobunt needed to pay themoff this year

Richlin said, ~~We're hopeful that by the tine they get to the end of the year
their operating |osses conpared to last year will be relatively nodest.'

| nsurance Ti NMBS: [11AR elects Hunter president; Swett & Crawford/ Maine
promotes 5: Sparta named president at Mrse, Pyason & Noyes; LICONY appoints

Fai st and Byrne
November 7, 2000, Vol. XIX No. 23
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The | ndependent |nsurance Agents of Rhode Island installed Brian Hunter of
Hunter Insurance in Lincoln as president at its recent annual neeting in
Newport .

The association also elected Robert G Slocum The Sl ocum Agency in Warwi ck, as
president-elect; Richard Rheinberger, of Affiliated |Insurance Managers in
Warwi ck, as vice president; and Robert B. Loiselle of Pawtucket as state

nati onal director.

Everett "Fred" Federici was re-el ected executive vice president and treasurer.

Swett & Crawford

The Portl and, Mine branch of Swett & Crawford G oup, a whol esale comercia
property and casualty broker, has announced five key managenent and staff
pronoti ons.

Pet er Dumas, branch manager, has been naned senior vice president. Dumas joi ned
the conpany in 1981 and has served in various underwiting and brokerage

posi tions, including comrercial property and casualty, financial services and
transportation.

Patricia Martin, transportati on manager, has been nane vice president. Martin
joined the conpany in 1985 and is responsible for all transportation
underwriting activities.

M chael Hi ght has been named vice president. Hi ght joined Swett & Crawford in
1990 and has extensive experience in produci ng conrercial casualty and financia
servi ces business.



Frederick Jefts, who heads nmarketing and busi ness devel opnent at the Portl and
branch, has al so been nanmed a vice president. Jefts joined the firmin 1996 and
is responsible for the nanagement of Swett's retail producer base.

Estelle Farris, office nanager, has been named assistant vice president. Farris
has served in various underwiting capacities since joining the firmin 1984.
She is responsible for all underwiting and brokerage support services.

The Portland, Maine office, with a staff of 25, serves independent insurance
agent s t hroughout New Engl and and upstate New YorKk.

Morse, Payson & Noyes

Peter L. Sparta has been naned president of Mrse, Payson & Noyes |nsurance of
South Portland, Maine. Sparta, who fornerly served as regional vice president
for Maine, joined the conpany in 1984. He replaces John R Curran, who served as
president since 1996 and is retiring.

Morse, Payson & Noyes, one of the | argest insurance brokers in New England, is a
whol | y- owned subsi diary of Peoples Heritage Bank . Last nonth, parent conpany
Banknorth Group, acquired The Watson Group in Wthersfield, Conn and, in June

t he conpany purchased Pal ner Goodell Insurance in Springfield, Mass. QO her

acqui sitions have included Catal ano | nsurance in Methuen, Mass. and A.D. Davis,
Inc,. of North Conway, N.H.

LI CONY

Thomas W Fai st has been appoi nted executive vice president and Elizabeth J.
Byrne has been appointed as senior vice president of the Life Insurance Counci
of New York, Inc. He will head the association's Al bany |obbying efforts.

Fai st was fornerly president of Bogdan and Faist, a government affairs law firm
in Al bany. From 1980 to 1986 was chief counsel to then New York State Senator
John R Dunne.

Byrne, fornerly counsel to the American Council of Life Insurers, will handle
regul atory issues.

The appoi ntnents were announced by Thomas E. Workman, LI CONY president and chi ef
executive officers.

GAB Robi ns

Larry Sadowsky has been naned national general adjuster for the Hartford region
for GAB Robins. Sadowsky wi |l be responsible for insurance clains adjustnment for
| arge and conpl ex |osses involving comrercial, industrial and institutiona

property damage and tine el enent insurance.

The Provi dence

Ri chard A Sinnigen, assistant treasurer, has been elected secretary of The
Provi dence Mutual Fire Insurance Co. and Grange Mutual Insurance Co. Sinnigen
joined the conpany in 1978 and was nanmed assistant treasurer in 1983.

The el ecti on was announced by Sandra G Parrillo, president and chief executive
of ficer.

USI New Engl and

Dan Quarella has joined USI New Engl and's Rhode |sland operation (formerly

Shi ppee-Warburton) in North Kingstown to head up the firmis new y-created
construction services group. He is a former executive vice president at Carlin

I nsurance Agency in Natick, Mass.

Al so joining the Rhode island office is Brian Bonollo, who will serve as an
account manager in the construction services group. Bonollo was al so previously
with Carlin |Insurance.

Zurich Kenper Life
Ken O son has been naned vice president of national accounts for Zurich Kenper
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. O son
previoul sy served as field vice president at The M dl and.

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
assi st seni or managenent executives with initiatives planned for 2001 and
beyond. Whitehorse nobst recently as with Unum Corp

Sun Life Financial also nanmed 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.)
Distributors, 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
Li fe I nsurance Co.

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 Counsel or (CIC) designation program p

Young | nsurance

Pr of essi onal s Net wor k

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 I|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 Rache

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 Flem 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 national
director.

Del and G bson | nsurance

In celebration of the agency's 100th anniversary, enployees of Del and, G bson
I nsurance Associ ates of Wellesley, Mass. departed for a Col unbus Day weekend
crui se to Nassau and CocoCay. The agency was founded in 1900 by Charles E

Del and. Hi s nephew, George W G bson, becane president in 1935 and Charles W
G bson, the current president, took over |eadership in 1982. He is joined in
managenent by Karen A. Cora, executive vice president, who joined the firmin
1988.



M ddl esex Mit ua

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 nemory of Gawl ak, a M ddl esex Mitua

enpl oyee in 1960.

Arbel | a

Arbella Mutual 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
Captai 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 growh
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 Company | nsurance Agency; Parent Prakop &

Associ ates, and Partridge-Zschau | nsurance Agency.

Photo: 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. Cushman & Son Agency.

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, I11, 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 nanmed Ruby E. Kovel eski as assistant vice president for
human resources. She will be responsible for human 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., nost recently as director of financial analysis and planning
for broker/dealer life insurance distribution.

| nsurance Ti MBS: <caterpillar Insurance Conpany
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Novenber 7, 2000
Caterpillar Insurance Conmpany

2120 West End Avenue
Nashvill e, Tennessee 37203



The above conpany has nade application to the Division of Insurance for a
license/ certificate of authority to transact 1- Fire, 2A Ocean and Inl and
Marine, 6F Liability other than Auto, and 6G Auto Liability insurance in the
Comonweal t h.

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

| nsurance Tinmes: Merit Life Insurance Co.
Novenmber 7, 2000, Vol. XIX No. 23

Novenber 7, 2000

Merit Life Insurance Co.
601 NW2nd St.
Evansville, IN 47701

The above company has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact Life & Health insurance in the
Commonweal t h.

Any person having any informati on regardi ng the conpany which relates to its
suitability for a license of Certificate of Authority is asked to notify the

Di vision by personal letter to the Comm ssioner of Insurance, One South Station
Bost on, Massachusetts 02210 Attn: Financial Surveillance and Company Licensing,
within 14 days of the date of this notice.

| nsurance Ti meS: Anerican Enterprise Life Insurance Conpany
Novenber 7, 2000, Vol. XIX No. 23

Cct ober 24, 2000

Anerican Enterprise Life Insurance Conpany
Adm nistrative Ofices

829 AXP Financial Center

M nneapolis, M 55474

The above conmpany has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact Variable Life insurance in the
Comonweal 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 neS: Patriot General
Novenber 7, 2000, Vol. XIX No. 23

November 7, 2000

Patri ot Ceneral

I nsurance Conpany

1800 North Point Drive
Stevens Point, W 54451

The above conpany has nade application to the Division of Insurance for a
license to transact a line of insurance entitled "6F Liability other than Auto"
in the Comopnweal t h.

Any person having any informati on regardi ng the conpany which relates to its
suitability for a license is asked to notify the Division by personal letter to
t he Conm ssioner of |nsurance, One South Station, Boston, Massachusetts 02210
Attn: Financial Surveillance and Conpany Licensing, within 14 days of the date
of this notice.

| nsur ance Ti nes: I nsurers Fear Aftermath OF Mass. Aftermarket Auto Parts

Repor t
Novenber 7, 2000, Vol. XIX No. 23

by Mark Hol | mer
| nsur anceTi nes

BOSTON - Auto body | obbyists have fail ed before to persuade Bay State
legislators to restrict or ban the use of generic aftermarket crash parts.

That failure, of course, has translated into benefits for the insurance industry
because aftermarket parts are cheaper and keep repair costs down. More

i mportantly, a number of safety groups have expressed that the parts are not
unsafe to use.

A majority report fromthe Massachusetts Auto Damage Appraisers Licensing Board
could threaten the status quo, however, by stating that structural afternmarket
parts aren't of like kind or quality and may be unsafe.

Aftermarket parts have faced auto body industry chall enges before, but insurance
| obbyists say this tine is different.

"Fromthe auto body fol ks' standpoint there was al ways a trenendous |ack of any
evi dence, report or any type of body saying these (parts) were unsafe," said
Geral d zi mrer man, associ ate counsel with the National Association of |Independent
I nsurers.

Wth the ADALB report, however, Zi nmernman argued that the auto body industry now



has its "snoking gun" through which |obbyists will try and nake a stronger case
than in the past.

"I"'msure part of this exercise was to convene this board, hear testinony,
hopefully get a report that questions the safety of these parts and there's your
snoki ng gun When you're in a legislative battle (you can say) 'see, right here,
ADALB did find a safety issue.... That's the basis they can use now. "

1999 Bills

Their nost recent chance cane during the 1999 Massachusetts |egislative session,
when two bills were heard in the Public Safety Committee regarding the proposed
restriction of aftermarket parts.

The bills stalled in conmttee and were shifted to a proposed insurance industry
study that never actually happened, Zi mrerman said.

St ephen Regan, the Massachusetts Auto Body Association executive director, said
the three-person report validates doubt about generic aftermarket part safety
hi s organi zati on has expressed for years.

"It's a justification of the concerns that MABA nenbers have been bringing to
regul ators and consuners for over a decade about problens associated with

aft ermar ket parts.

"We're pleased that the board took the tine that it did (about seven nonths)
maki ng sure that the hearing process was fair they're recommendati ons shoul d be
taken seriously."

The three-person majority report represents votes taken by Chairman G | bert Cox,
Jr., an attorney; Walter Thomms, an appraiser with Thomas Auto Body in
Worcester; and Joseph Valarioti, an appraiser with Central Auto Rebuilders in
Mar | bor o.

ADALB nmenbers Peter Kenyon, of the Bourbeau & Hi nch I nsurance Agency in Hanpden
and the Jones Neylon | nsurance Agency in Amherst, wote a mnority report
criticizing the majority opinion.

Regan acknow edges that sone people nmay not consider the board inpartial because
of its split industry affiliations, but he points out that Cox "doesn't have any
relationship to any industry."

"W had one inpartial person readily agree (with us)," he said.

Cox himself insists he's neutral and the board conducted its research and public
hearings fairly.

"I didn't consider nyself biased one way or another and | don't believe |I was,"
he said. "Even though | have an active law practice | do no insurance business
what soever. "

Regul at e Apprai sers

The legislature initially set up the board in 1982 to regul ate notor vehicle
appr ai sers.

Conmi ssi oner Linda Ruthardt asked the board to | ook into aftermarket parts
safety after a 1999 Consunmer Reports article suggested sonme of those parts

aren't safe. She'll now take the report under consideration and could either
decide to take regulatory action or defer to |legislators.

"I anticipate she'll take anple tinme needed" to make her decision, said
Chri st opher Goetcheus, the DO spokesman.

Not surprisingly, Reagan said that MABA will |ikely use the docurment "as

addi ti onal evidence that an inpartial government body who |istened to testinony
fromofficials has come up with the decision that we feel supports our
contention all a |ong.

"It's something we can use to show |l egislators, the nedia and the public that
there is concern about the use of these parts in the nmarketplace," he said.
Massachusetts regul ations require the use of aftermarket, or generic auto parts
for repairs assumng they don't adversely affect vehicle safety and they are "of
like kind of quality, at the | owest possible price."



Repair shops don't have to use generic parts if a vehicle has been driven under
15,000 mles or if cheaper parts can't be found.

The two ADALB notions in question passed at the May 24 ADALB neeting in
Mar | bor o, 3-2.

One notion said "structural afternmarket parts are not of |ike/kind and quality"
to original manufacturer parts and "nmay" conprom se vehicle safety.

The second notion reinforced a new gray area with the parts, stating that they
"are not the exact duplicate of the factory original parts and may jeopardi ze"
overall vehicle safety and val ue.

Witers of the majority report enphasize they want to create an environnment
where both OEM and afternarket parts have a place in the auto repair world.

But the majority report concludes that the evidence shows afternmarket parts are
inferior to their OEM counterparts in terns of "weight, methods of reinforcenent
or bracing and thickness of netal."

Aftermarket structural and cosnetic crash parts have simlar manufacturing
defects, the report concl udes.

The majority report calls for auto body shops and consuners to choose parts
based on quality rather than cost, which will encourage better manufacturing
standards. In addition, the report recommends switching repair focus to the
vehicle condition itself rather than the 15,000-m | e requirenent.

M nority Report

The two-person minority report countered the ADALB majority docunent by
recappi ng evidence fromthe National H ghway Traffic Safety Adm nistration and
ot her sources that they say show afternmarket parts do not affect vehicle safety.
Meanwhi | e, trade associations, industry-related groups and the state Attorney
CGeneral's office sounded off over the |ast two weeks on the report and its
signi ficance.

The American | nsurance Association rel eased a quick press rel ease blasting the
ADALB majority report as "not supported by the facts" and "anti-consuner."
"Conpetitive replacenent parts bring down the cost of auto repairs and auto

i nsurance," said Janes Harrington, the Al A vice president, northeast region

"I'f the carmakers' enjoy a nmonopoly in the replacenment part market, prices wll
soar."

| ndustry Groups

Frank O Brien, regional counsel for the Alliance of American Insurers, said the
t he Massachusetts | egislature would be making a "grave error" to take

| egi slative action in support of the ADALB report, because "we don't think the
concl usi ons are supported by the evidence."

He predicts "further action on the issue" either through the State Legislature
or regul ation.

The NAI'l and the AAl continued their public relations offensive a few days |ater
in press releases referring to "a recent blind fit test of generic aftermarket
auto parts (which) found themto be equal or superior to car conpany replacenent
parts."

The ratings cane froma "recent" Collision Industry Conference in Nashville,
Tenn., after blind tests were conducted on a 1998 Honda Civic.

Zimrerman of the NAIl took the offensive one step further in a subsequent press
rel ease, calling for the ADALB to be di shanded because it "is a self-serving
group with its own agenda" that "serves no useful purpose.”

Even the Insurance Institute for Hi ghway Safety stepped into the fray, witing a
letter to Ruthardt stating that the majority report nakes "unwarranted
concl usi ons" about aftermarket parts.

The letter, witten by IIHS Senior Vice President Stephen Cesch, includes

i nformati on that OCesch said proves generic afternmarket crash parts are as safe
as their CEM counterparts.



Anmong the details: A remnder that the National H ghway Traffic Safety

Adm ni stration did not establish standards for aftermarket cosnmetic crash parts
because they weren't needed.

"The board shoul d have concl uded that cosnetic body parts do not influence the
safety performance of a vehicle," Qesch wote.

"To conclude otherwise is to give credibility to allegations that date back nore
than 10 years, even though no one has produced one piece of docunented evi dence
to support those allegations.”

Jack Gllis is executive director of the Certified Autonotive Parts Association
a non-profit organization that certifies a small percentage of auto repl acenment
parts on the market.

Gllis' organization says the ADALB najority report is out of line and "wel
outside the jurisdictional oversight and expertise of the ADALB."

"What the ADALB has done," he said, "is to try in this very thinly veiled way to
cast aspersions on one category of part, sinply by virtue of who nakes it which
does not hing nore than protect the nonopoly of car conpanies (and) cost
consuners dearly."

Gllis called for a nore conpetitive auto parts systemto keep quality high and
prices | ower.

A few weeks ago, Gllis also wote a letter to the ADALB criticizing the board
for its "premature” release of only the majority report before both the najority
and mnority conclusions officially cane out.

"Not only does this severely bias the public on what was the cl osed possible
conmittee vote (3-2)," Gllis wote, "but it also calls into question whether or
not menbers of your commttee were truly unbiased in their report.”

Sone details were reportedly cited by MABA officials in a various nedia
accounts.

The Attorney Ceneral's office is "monitoring the situation"” for now, said Joanna
Connol Iy, an assistant attorney general and deputy chief of the departnent's
regul ated industry division

Connol Iy points out regulations already exist in Massachusetts governi ng how
aftermarket parts are used.

"There is already a regulation in Massachusetts which states that safety has to
be consi dered when aftermarket parts are being used and al so that aftermarket
parts nust be of like kind and quality," she said.

"So we would anticipate that to the extent that an aftermarket part is not of
like kind and quality that (it) would not be used in any event."

The federal General Accounting Ofice is |ooking at the issue, and Connolly's

office is waiting to see what the GAO response w |l be.
And if legislation is filed to change how afternarket parts are used in
Massachusetts, Connolly said, the Attorney General's office would still focus on

maki ng sure "that consuners are protected.”



