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New York's proposed reformof the state's no-fault regulations - which was

i ntended to reduce fraud -- have now been rejected twi ce by the courts.

The state's Appellate Division, First Department upheld a New York State Supremne
Court decision last June that threw out reforms to auto insurance Regul ati on 68
because of errors in the way they were | aunched.

Joanna Rose, the state's Insurance Departnent spokesperson, said that the | atest
| egal decision was "made again on procedural grounds and it didn't go to the
nmerits of the regul ations" thensel ves.

"So we are currently reviewi ng the decisions of both courts and trying to

deci de the best way to proceed."

The departnent proposed a nunber of changes, including reducing the tinme an

i nsured has to report an accident to an insurer from90 days to 30; the deadline
for medical providers to file claims for auto insurance policy-related nmedica
serviced was also initially slashed from 180 days to 45.

Not surprisingly, insurance |obbyists condemmed the Feb. 6 Appellate Division
decision, and the state Trial Lawers Association appl auded it.

"This ruling will do nothing but hanper insurers' efforts to fight fraud and

| ower costs,” David Snyder, American |nsurance Association general counsel, said
inawitten statenent.

Joseph Termini, associate counsel with the National Association of |ndependent
Insurers, said in a witten statenent that the court's decision hurts consuners
and insurers alike.

"There is no reasonable or legitinate reason to allow insurance clainms to be
submitted up to six months after an accident, which is the case now," he said.
"Anyone seeking payment for a legitimte claimwould want to proceed speedily”
Suzanne Mattei, public policy director and associ ate counsel with the New York
State Trial Lawyers Association, said the unani nous higher-court judicia
deci si on was a good one.

The deci sion, she added, was arguably based on nmore than just technical reasons
as the Al A suggest ed.

"I't depends on how you want to read the decision," she said. "The regul ations
were tossed out because the Insurance Departnment didn't consider their inpact on
claimants, on health providers and al so attorneys.

"That can be seen as a procedural defect but it's also a substantive defect

the (I nsurance Department) was supposed to anal yze those inpacts and consi der
alternatives that woul d reduce those inpacts," she said.

Rose said the Appellate Division decision "contains very good | anguage about the
i mportance of the no-fault law and its purpose, which is to protect the right of
an injured party to pronpt and full conpensation..

"the Insurance Department will need to | ook carefully at this set of rules it
has re-proposed, and consider whether it can acconplish its goals in a better
way. "

But M chael Murphy, the AIA' s assistant vice president, northeast region, said

t he proposed refornms woul d benefit consuners by expediting conpensation
paynments, and al so reduci ng costs "because unnecessary treatnent costs (would
be) discovered early and mnimzed."



Al A officials want the Insurance Departnent to solve the technical problens with
the regulation it originally submtted and then reissue it.

| nsurance Ti meS: |11AA Selects New Slogan And Logo For Consumer Branding
Effort
February 20, 2001, Vol. XX No. 4

I'1 AA brandi ng canpaign is 'going to be huge'

by Mark Hol | mer
| nsur anceTi nes

Take a new name, a nodern twi st on an old slogan and a soaring eagle with a
stylistic "swoosh" in place of its tail

Al of those elenents are part of "Trusted Choice," - the new brand name the

| ndependent | nsurance Agents of America plans to roll out late in 2001

The 11 AA's board of state directors approved the eagle | ogo, "Trusted Choice"
and the "W serve you first" tagline during its January neeting in Mani, as
part of the association's new consuner brandi ng package nonths in the naking.
"It's going to be huge," said Maureen Wall, the |1 AA's vice president of
conmuni cat i ons.

"Trusted Choice" rose to the top over 1,200 suggested nmarketi ng brand nanes,
Wall said. Il AA officials, working with Addi son - a San Franci sco-based brandi ng
and communi cations firm- whittled the nunber down over several nonths of
research and focus groups.

"Choice" is neant to show consuners that independent agents are unique in their
ability to custom ze products to fit their needs, she said. And "Trust" won out
because "there is a desire to place business with a firmthat is trustworthy,
that is secure" and "going to be there tonorrow "

Agents, of course, will continue to see the "Big |I" logo in advertisements and
busi ness-t o- busi ness pronotions.

The "Trusted Choi ce" canpaign, however, will be targeted to consumers. Menber

i ndependent agents can participate in the voluntary programafter they sign a
"pl edge of perfornmance" - an outgrowth of the focus group research

"Consumers (want) agents to conmit to a certain |evel of custoner service,' Wl
said. They "want to be treated like people, not like policy nunmbers,” and "to
feel respected (like) agents are taking time with them and are hel pi ng

them.."

Agent fees haven't been deternmined yet, but I1AA board nenbers will |ikely vote
on the matter during the association's May neeting, Wall said.

"W serve you first" may seemfamliar to sone long-tine agents. It turns out

the tag line is an adaptation of "Independent Agents serve you first" - a |onger
version used by the I AAin the 1980s.
Wal |, in explaining the update, said "independent agents" as a term"didn't have

resonance in the marketpl ace. "

I1AA is trying to nodernize consumer perception of its nenbers as "financia
service professional s" instead, she said.

Leaders of state independent agencies were involved in the process by the tine
of the January vote, and they're now offering sone details to nenbers, Wl

sai d.

After this May, |1 AA hopes to have a nore detailed tinmeline on when it wll
officially launch its brandi ng canpai gn, through television, print and other
adverti sing.



The final cost will be "sizeable," Wall said, alongside the significant nature
of the project.

"It's probably the nmost inportant initiative for the association," she said.
"It's a major investnent and a mmjor program”

| nsurance Ti MBS: Consumer Groups Rai se Concerns Over Anthem
Denut al i aztion Pl an
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New Engl and i nsurance regul ators and consumer advocacy groups are raising

guesti ons about the recent announcenent from Anthem | nsurance Cos., Inc. that it
plans to demutualize in the eight states where its health plans operate.

But it's not clear they have much power to stop or influence Anthem s pl ans.

The 1 ndi anapol i s-based insurer is hoping to launch an initial public offering of
stock by the end of the year. The conversion plan will first be considered by
Ant hem s board of directors and then is subject to approval fromthe |Indiana
Depart ment of |nsurance. Final approval would be subject to a vote by Antheni s
mut ual conpany nenbers.

"This industry is consolidating, and we want to be sure we have the financia
resources to create a larger conpany,'' said Larry C. d asscock, Anthenis

presi dent and chi ef executive.

"W believe that conversion to a stock conpany structure is in the best
interests of our menmbers and our associates. In addition to distributing the
val ue of the company to eligible nenbers, it would provide Anthem wi th enhanced
financial flexibility and access to capital nmarkets; better enable us to
continue to provide our menbers with high quality health care benefits and
servi ces; enhance our nmarket |eadership and facilitate opportunities for
grow h. "

Anthem fornerly Blue Cross/Blue Shield of |Indiana, has acquired Blue Cross

pl ans i n Kentucky, Chio, Connecticut, New Hanpshire, Col orado, Nevada and Mai ne
over the past decade. |

The denutualization plan will call for payment of the conpany's entire value to
mut ual insurance conmpany menbers eligible under |Indiana |aw, the conmpany said.
That likely would include nore than 1 nillion nenbers - nostly in Indiana,

Kent ucky, GChio and Connecticut - who are covered under Anthem health pl ans.
However, not all of the menbers in those states would be eligible for paynents.
Ant hem sai d the conversion woul d not affect prem uns and other ternms of health
care plans.

But consuners groups and regul ators are not so sure.

Consuner advocacy groups are expressing concern that the reorganization could
mean hi gher prem uns and woul d create two unequal policyhol der classes.

Hi gher premiuns will reduce access to health care, warns the Conmunity

Cat al yst/ Consuners Uni on in Boston.

"As a for-profit stock insurer, Anthemw ||l owe its allegiance to its

sharehol ders and not to policyholders and the community or state where it does
busi ness. W're concerned that insurance premiuns will inevitably rise, making
it more difficult for fanmilies to afford the coverage they need, and that Anthem
woul d have the market share to force other changes to the detrinent of
consuners," said Laurie Sobel, an attorney with Consurmers Union



Q hers are concerned that not all policyholders will be treated equally under
t he pl an.

"Policyholders in sone states will receive a share of the value of the conpany
under the reorganization, while other policyholders in other states will not,"
according to Consumers Union attorney Renee Markus Hodin

Pol i cyhol ders in four states (New Hanpshire and Mai ne anong then) will have no
vote in the reorgani zation and no share in the conmpany assets. In the other
states (including Connecticut), some policyholders will not be eligible to

recei ve shares of common stock because of the type of policy they have. The
process for determination of eligibility hasn't been set as yet.

Consumner groups in Maine and New Hanpshire are worried about losing what little
| ocal decision nmaking still exists if Anthem goes public.

Speaki ng for the New Hanpshire Citizens Alliance, Dawn Touzin, counsel, said,
"Qur policyholders don't have the sane rights as those in other states.
Consequently, we don't have a voice and we have no voting rights."

In Mai ne, John Diefffenbach-Krall, executive director, Miine Peoples Alliance,
said his group was not surprised by the Anthem announcenent. "This is a further
accel eration of the corporate takeover of health care. This is bad

New Hanpshire | nsurance Conmi ssioner Paul a Rogers said she plans to | ook very
closely at the proposed Anthem denutuali zation plan

Under the terns of its takeover of New Hanpshire Bl ue Cross, Anthem nmust submt
a "detail ed analysis" of the inpact of the dermutualization on policyhol ders,
enpl oyers and contract providers, according to Rogers.

VWhen that report is available, Rogers said the departnment will reviewit to

det erm ne whether the reorgani zation will result in "treatnment of New Hanpshire
policyholders that is prejudicial or unfair" as specified by state insurance

I aw.

In Mai ne, |Insurance Superintendent Al essandro luppa is also waiting to hear
details before taking any position. "W are reviewing our law and Indiana lawto
see if there's arole for us, if any. W are just taking it one step at a tine,"
he sai d.

However, |uppa noted that since Anthem has "punped $30 mllion into the state's
Blue Cross Blue Shield plan, | don't |ose any sleep over it any nore."
Connecticut Insurance Departnent officials had planned to meet with Anthem | ast
week but those plans were thwarted by a snowstorm Until the reschedul ed neeting
t akes pl ace, the departnent states it has "no position on the proposed

reorgani zation."

| nsurance TimesS: SBLI O Mss. Upheld In First Round Over Surplus Fund
February 20, 2001, Vol. XX No. 4

But Superior Court seeks Appeals Court review of decision

by Mark Hol | mer
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BOSTON - In a potential setback for consuner-rights attorney Jason Adkins, a
judge ruled in favor of the Savings Bank Life Insurance Conpany of Massachusetts
regardi ng how the conpany cal culates its safety fund.

Adkins was the lead attorney in a 1998 class-action suit against SBLI filed on
behal f of a number of policyhol ders.

Judge Allan van CGestel, handling the case in the new Suffol k Superior Court

busi ness session, sided with SBLI in his sumary judgnent. He decided the



conpany followed the |aw by cal cul ating a deduction for sharehol der equity and a
deduction for special dividends. The second calculation is required by |law to be
paid to policyhol ders, since SBLI converted to a full stock conpany in 1992.

But in an unusual nobve, van Gestel ordered an appeal of the case with the
Appeal s Court to determne if the two deductions were appropriate under the

ci rcumnst ances.

After that action, van Gestel expects the case to cone back to himfor trial
where the court hopes to determi ne what specific anbunts could be deducted in
both scenarios, and if the specific numbers the SBLI used in its cal cul ations
wer e accurate.

"W thout guidance from (the Appeals Court) the efforts of counsel in

litigating the correct calculations, coupled with the necessary evidentiary
proceedi ngs underlying those cal cul ati ons, could be enornously expensive and
wast eful ," van Gestel wote in his Jan. 31 decision

"This ruling nmakes no determ nation as to the accuracy of any of the

actual nunbers for the original assuned surplus, the value of the sharehol der
equity or the present value of the remaining special dividend through the period
from' (the conmpany's conversion).

Peter Lyons, SBLI senior vice president and general counsel, said SBLI was

"pl eased by the ruling."

"We think the logic the judge used to exanine this is unassailable certainly
the judge took a long tine and gave a very intelligent and reasoned decision,"
he sai d.

Adkins, simlarly, said he was not unhappy with the outcomne.

"We're pleased that the court says the case goes forward to trial on factua

i ssues and di spute even under this ruling there are damages in the mllions

of dollars," he said.

Adki ns said the case has reveal ed "appeal abl e" issues down the |ine, including
the court's definition of what liability is and its use of SBLI financia
nunbers | ater deemed to be "in error.”

Adkins said the case is in behalf of SBLI's 520,000 policyhol ders, though only
four are named in the lawsuit itself.

A coupl e of conpl ex business practices were at issue in the case.

The state legislature reorganized SBLI into a privately held domestic stock life
i nsurance conpany in the early 1990s. The | aw prevented stock dividends from
being paid to the conpany's bank stockhol ders without approval of a

Pol i cyhol ders Protective Board and the Division of Insurance. In addition
policyhol ders were entitled to a special dividend paid wthout interest over 12
years if they owned policies issued under the old SBLI system

The | aw made the new SBLI subject to general insurance |aws, which restrict
donestic life insurers to keeping a safety fund no |arger than 12 percent.

SBLI clains it has kept to the 12 percent safety fund Iimt, but the class
action suit (Richard Goldstein et all vs. Savings Bank Life |Insurance Conpany of
Massachusetts) argued the safety fund surpassed 18 percent of surplus, exceeding
the allowed limt by $56.9 million in 1998.

But SBLI argued that nunber the plaintiffs used was w ong, because the
plaintiffs' calculation includes the 12-year nandated additional dividend being
paid to SBLI policyholders (worth $98 mllion), who predated the conpany's

si ngl e stock conversi on.

"This nmoney set aside seened to make the surplus higher, but it's aliability,"
Lyons sai d, which neans the added divi dend should be taken into account to

adj ust surplus nunbers downward.

| nsurance Ti mMeS: CAR Stymies Bank Attenpt To Assume ERP Status
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BOSTON - A Massachusetts bank's push to take over ERP status from an insurance
agency it is purchasing was rejected recently by a CAR subcommittee.

The case is believed to be the first of its kind to cone before Conmpnweal th
Auto Reinsurers - the state's auto residual nmarket insurer - since state |aw
began al | owi ng banks to buy insurance companies a few years ago.

The CAR Market Revi ew Subconmittee voted unani mously on Feb. 5 to deny excl usive
representative producer status to The Savi ngs Bank of Wakefield, which is

pur chasi ng the Thi bodeau | nsurance Agency, also of Wakefield.

Subconmmittee nenbers rejected the transfer because the bank woul d apparently be
required to offer ERP services at all of its branches rather than just one,

whi ch woul d violate CAR s ERP noratorium

Banki ng OK

The Division of Banks has al ready signed off on the deal; Division of |Insurance
approval is pending and expected by nid-March

CAR approval is needed to transfer the ERP status, because the agency doesn't
represent a conmpany witing auto i nsurance on a voluntary basis.

Subconmmi ttee nmenbers gave nenbers of the audi ence a chance to speak, but no one
did, and no bank officials appeared to be present.

CAR s Market Review Conmittee took the vote under advisenent at its Feb. 8
nmeeting. But no final decision has been nade yet to affirmor reject the
subcommi ttee vote, according to Sumer G I man, the ERP representative on the
Governing Conmittee.

CAR officials, in part, are waiting for the bank's attorneys to file | ega
argunent s before naking any deci sion.

An ad hoc subcomittee was to be formed after Feb. 19 to review a nunber of

i ssues facing ERP servicing carriers. Governing Committee Chairman Charl es
Boynt on announced the news at the start of the board's Feb. 14 neeting.

The subconmittee is expected to | ook at ERP i ssues such as servicing carrier

rel ati onships, the noratorium voluntarily giving up ERP status and bank
eligibility for ERP appoi nt ments.

A rule that would prevent banks from ever beconing ERPs is one potentia

out come.

The Governing Comittee was al so to discuss the bank/ERP i ssue in executive
session later in the meeting, because of the chance that The Savi ngs Bank coul d
sue if denied ERP status.

Interviewed recently, Gl nman said he believes that banks don't qualify for ERP
status because "they are not, by definition, insurance agents.

"They are not serving the purposes that an ERP exists for, which is to provide
aut o i nsurance when there is not voluntary availability."

"CAR i s supposed to be a narket of last resort,"” he said.

I ndustry attorney Peter Robertson said the unani nous subconmittee vote was a
good nove for the industry.

"I't would be wholly inconsistent with what the ERP system was designed to
acconplish," he said, "which was to ensure the availability of auto insurance in
areas where" market failure took place.

The ERP system grew "out of control" in the md-to-late 1980s, and both CAR and
the DO spent significant efforts to reduce the size of the ERP narket, he said
Banks entering the ERP system "would threaten to undo all those efforts to bring
the size of the ERP market back under control," Robertson said.

MAI A Executive Vice President Frank Mancini wote a letter to the subconmittee
opposi ng the approval because he said the bank woul d have gai ned an unfair
exenption over the noratorium

CAR s Jan. 22 neeting agenda pointed out that the Wakefield branch of The



Savi ngs bank woul d be the only one of five branches involved with the insurance
agency.

Manci ni said the move would conflict with the |aw, because a bank must sel
insurance in all of its branches. But if The Savings Bank sold insurance at al
five of its branches, the result woul d expand ERP nunbers and violate the CAR
noratorium he said.

Br ookl i ne I nsurance agent Leonard Fisher, speaking at the Feb. 14 CAR Governing
Conmittee nmeeting, questioned why a noratoriumwas even an issue. He argued that
it has been unfairly in place for too long and that ERP matters are continually
shunted aside wi thout nmuch action

Boynton said that ERP i ssues are now being tackled nore quickly.

Gary Hennessy, senior vice president of The Savi ngs Bank, said the CAR denia
woul d not affect the bank's purchase of Thi bodeau I nsurance.

He woul dn't comment further because the deal is still "a pending application”
waiting for DO approval

The Savi ngs Bank has the right to appeal any CAR decision

| nsurance Ti MeS: Insurer For Victims Wants Rei mbursement From Killer
February 20, 2001, Vol. XX No. 4

NEW BRI TAIN, Conn. (AP) - A convicted killer who was awarded $375,000 in a
federal civil rights case is back in court fighting a | awsuit from an insurance
conpany.

Kevin King was convicted of breaking into his neighbors’ New Britain home in
1992 and rapi ng, beating and stabbing 15-year-old Patricia U banski who was
baby-sitting her then 2-year-old sister, Justyna.

Rel i ance | nsurance Co. of Phil adel phia insured the Stonegate conmplex in New
Britain, where the famly of Patricia Urbanski lived at the tine of the nurder.
The conpany settled a wongful death lawsuit filed by Ubanski's famly for an
undi scl osed anobunt of noney.

In a trial scheduled to begin |ast week in New Britain Superior Court, the
conpany was to ask to be reinbursed by King, with sone of the noney King
received as a result of a federal lawsuit he filed against the state after a
fail ed escape attenpt.

| nsurance Ti mesS: Vernont Fund Prepared For Credit General d ains
February 20, 2001, Vol. XX No. 4

MONTPELI ER - Beachwood, Onhio-based Credit General |nsurance Co. which is
licensed to do business in Vernmont has been declared i nsolvent and placed in
liquidation by the state of Chio.

In Vernont, Credit General wote coverage for approxinmately 30 to 35

pol i cyhol ders and busi nesses representing over $100,000 in total prem um The
accounts were "small enployers with generally less than five enpl oyees, the
typical ' Mom and Pop' shop," said Kenneth MGuckin, director of Insurance
Exam nations at the Vernont Departnent of Banking, |nsurance, Securities and
Heal t h Care Admi nistration.

Wor kers conpensati on coverages accounted for sonething | ess than half of the
accounts, according to McGuckin. Under Vernont insurance |aw, these

pol i cyhol ders nust be inmedi ately covered by other |icensed workers conpensation



i nsurers. "We have been working with the Labor Departnent to ensure this,"
McCGucki n sai d.

Many of the Vernont insureds covered by Credit General were part of the Reliance
related flight only to end up with Credit General and its problems, MGuckin

sai d.

The Vernont Property & Casualty Insurance Guaranty Associ ati on has been
notified and will be responsible for maki ng arrangenments for all clains to be
processed according to Vernont |aw. Approved clains will be fully covered by the
sol vency fund.

A toll-free line has been established to answer consumer questions regarding
Credit General - 800-288-6045.

| nsurance Ti MeS: Son Not Covered Under Momi's Rental Car Contract
February 20, 2001, Vol. XX No. 4

BOSTON - The son of a rental-car customer can't collect for injuries he suffered
after driving the vehicle, because he wasn't covered under his nother's renta
agr eenent .

That's the outcone of a recent Appeals Court decision, affirmng a | ower court
ruling that sided with Comercial Union rather than the plaintiff, Mark Vergato.
Vergato had taken the Enterprise rental car out to a party, drank al cohol and
then had a third party who hadn't been drinking drive himhormre.

The car struck a tree and he was injured, according to the court docunents.

"Nei ther (Vergato) nor (the driver) had the perm ssion of Enterprise, the owner
of the rental car, to use the vehicle. Consequently, as a matter of |aw,
(Vergato) is not entitled under (his mother's policy) to insurance coverage for
bodily injuries sustained in the accident," the judge concluded in the Feb. 6
deci si on.

The case began in 1994 when Vergato's nother, Gail Vergato, reported her Ford
Must ang stol en. Conmercial Union covered her autonobile, with her husband and
their three children named as additional operators under the policy.

Gail Vergato rented a tenporary replacenment car fromEnterprise and wote in the
rental agreenment that she was the car's operator, according to the Appeals Court
deci si on.

But she didn't ad any other drivers to the agreement or purchase extra insurance
from Enterprise.

"Commerci al denied coverage on the ground that (the third party) did not have
Enterprise's consent to operate the rental car," according to the Appeals Court
deci si on.

Vergato sued and his case was heard in Superior Court beginning in 1996.

| nsurance Ti mes: conn. Jury Sides Wth Killer Over Insurer
February 20, 2001, Vol. XX No. 4

NEW BRI TAIN, Conn. (AP) - A Superior Court jury has sided with a convicted
killer who was being sued by an i nsurance conpany for paynents it nmade to the
famly of the girl he raped and kill ed.

The jury took less than three hours to decide in favor of Kevin King, a
convicted killer who was awarded $375,000 in a federal civil rights case.

Ki ng was convicted of breaking into his neighbors' New Britain hone in 1992 and



rapi ng, beating and stabbing 15-year-old Patricia U banski who was baby-sitting
her then 2-year-old sister, Justyna

Rel i ance | nsurance Co. of Phil adel phia insured the Stonegate conmplex in New
Britain, where the famly of Patricia Urbanski lived at the tine of the nurder.
The conpany settled a wongful death lawsuit filed by Ubanski's famly for an
undi scl osed anount of noney.

Reliance, in its lawsuit, sought to be reinbursed by King, with sone of the
nmoney King received as a result of a federal lawsuit he filed against the state
after a failed escape attenpt. In 1996, just days before he was sentenced for
Urbanski's murder, King beat and stabbed prison guard Elizabeth Prete, before
donning her clothing in an escape attenpt.

King clainmed that after he was caught, he was abused by other guards who
violated his civil rights and in his federal suit he was originally awarded
$2.07 mllion, but a judge |later reduced that to $375, 000.

Since then, King, who is serving a |life sentence, has been sued by the state for
the cost of his own incarceration; by the famly of his victin and by Prete.
King has yet to see a penny of the award. Under a previous court order, the
nmoney has been frozen until the state's restitution case is resolved.

| nsurance Ti meS: Mss. Mitual Hol di ng Conpany Law Comes Under Fresh
At t ack
February 20, 2001, Vol. XX No. 4

by Mark Hol | mer
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BOSTON - A |l ocal consumer group and some Massachusetts state |egislators have
filed bills targeted at delaying and ultinmately changing the state's 1998 nutua
hol di ng conpany | aw.

I f successful, the legislation could directly affect Liberty Mitual's drive to
reconstitute itself under the fledgling | aw

One bill would place a one-year noratoriumon nutual insurance conpany
conversions to allow for a study on their inpact. The other would change the
denut ual i zation |l aw so property casualty and life insurers could convert to
stock conpani es, and policyhol ders could participate nore in the conversion
process.

The bills are part of a |arge package of legislation filed by the coalition that
woul d reformthe Division of Insurance, in part, by increasing public access and
addi ng nore funding.

The Center and |egislators announced their push at a Feb. 5 State House press
conf er ence.

Rep. Janes Marzilli and State Sen. Di anne W/ kerson are sponsors of both nutual
hol di ng conpany bills. WIlkerson is the new Senate vice chair for the Commttee
on | nsurance.

"Al t hough Massachusetts agreed to all ow these conversions, nost |arge nutual

i nsurers have abandoned the (mutual hol di ng conpany) structure,” Marzilli said
inawitten statenent. "It's time to ask why conpani es, industry experts and
consuner advocates ali ke have concluded that mutual hol di ng conpany conversi ons
are a bad idea."

Li berty Mutual's application is pending at the DO, spokesman Chri stopher

Coet cheus said, and officials are "review ng the plan accordi ngly" under the

I aw.

Frank O Brien, regional nmanager with the Alliance of Anerican Insurers, said he



sees hypocrisy in the consuner advocates' conplaints against Liberty Mitual's
hol di ng conpany application

"Here they are two years out fromthe John Hancock derutualization, which when
it was under consideration they were criticizing at | east as heavily as they are
criticizing Liberty's now.

"It struck me as odd that here we are two years hence, where dermutualization is
being held up as the Holy Grail when not that long ago it was being attacked as
the worst thing..."

"It seens to me the consuner advocates have never met an insurance conpany
restructuring they did like." p

Pet er Robertson, Massachusetts counsel to the NAII, said an expansi on of the
statute to give property casualty conmpanies the right to fully convert to stock
conpani es "may nake sonme sense," but stopping the mutual hol di ng conpany | aw
isn'"t the way to do it.

"The appropriate forumnow is the DO process," he said. "The people who don't
like Liberty's conversion plan, they can show up and object to it and say it
ought to be done differently."

In all, the legislativel/consuner group coalition filed nore than 12 insurance-
related bills - npbst of which would reformhow the DO does business.

The bills would pronote a nunber of changes, including a |larger insurance
departrment regul atory budget, consuner protection reformand i nprovenents in how
i nsurance conplaints are coll ected, nade public and resol ved.

Reps. Anne Paul sen and Ruth Bal ser are anong the other |egislators who submitted
| egi sl ati on.

CGoet cheus, in response, pointed out that the |egislator already gave the DO
another $1.2 million in |last year's supplenmental budget that will bring up to 24
new enpl oyees, many of which will run the new Bureau of Managed Care and help
the state conmply with new federal standards.

The DO, he said, continues to try to help consuners solve conplaints - having
recovered $2.7 million for consuners in 2000.

OBrien said the DO reformbills are old news because "nmpst of them have been
previously proposed and rejected.”

| nsurance Ti NMBS: 'Unique' Time In Wrkers Conp, Says NCCl Offici al
February 20, 2001, Vol. XX No. 4

by Mark Hol | mer
| nsur anceTi nes

ROCKY HI LL, Conn. - We're entering a period of sone of the greatest "potentia
for substantial change ever," Hel en Westervelt says.

No, she's not referring to the scientific possibilities of the 21st century, or
George W Bush's fledgling U S. presidency.

She' s tal king about workers conpensation insurance.

Westervelt is president of the regulatory services division of the Nationa
Council on Conpensation |Insurance, which recomends rates in Connecticut and
ot her states.

Looki ng at the industry right now, she sees plunging claimfrequency, an
expected increase in severity and declining prem um anong other phenonenon.
This, combined with anticipated |egislative action on a nunber of fronts makes
for interesting times for the industry, according to Wstervelt.



"There are sonme uni que things happening right now."
West ervelt spoke about industry trends recently at a Connecticut Chapter CPCU

 uncheon, held at The Marriott in Rocky HIl, Conn
According to Westervelt, a nunber of potentially conflicting trends will affect
wor kers conpensation in the nmonths and years to cone, and it will be up to

| egislators to establish sound policy to keep things running snoothly.

Westervelt said the market right now is domi nated by a nunber of m xed trends.

Declining premium Wstservelt said prenm uns have declined sharply over the | ast

several years, particularly made worse by "the growi ng use of |arge

deducti bl es." Prem unms between 1999 and 1990 woul d al nost be at the sanme |eve

wi t hout the deducti bl es.

Di scretionary discounts and falling | oss costs, she said, have al so inpacted

premn um

Performance gap. The residual market is experiencing "a |arge perfornmance gap

between its best and worst perforners,” she said. For workers compensation, that

neans "the best conpanies are witing (with) an 18 percent return on surplus.
(and) the worst are witing a (negative) 27 percent return on surplus."

This is a big difference fromthe crises in the 1980s when every conpany was

rated i nadequate, she said, adding that results vary widely fromstate to state.

Reserve deficiencies. This phenonenon is increasing again, with $18 billion in

reserve deficiencies as of 1999, Westervelt said, versus $ .5 billion in 1994,

Loss costs. These are stable because of declining clains frequency, Westervelt

sai d. She added: "frequency continues to decline at |levels that boggle the

m nd. "

Severity. Severity of clains, Wstervelt said, "is starting to up-tick." And the

result, she said, is "accident year conbined ratios are at near record |levels

despite stable | oss costs." Accident year conbined ratios reached 134 in 1999 -

a level that hasn't been reached since the m d-1980s, she said.

The future of workers conpensation will depend largely on outside actions taking

by officials and legislators in the com ng nmonths, Wstervelt said.

Among the factors Westervelt said to | ook out for: the degree of federal contro

est abl i shed over benefits and eligibility, economc and political assessnents

made by politicians, the extent and cost of nedical privacy |egislation and

frequency trends.

| nsurance Ti MBS: A Plea For Industry To Close The Perception Gap Wth
The Public
February 20, 2001, Vol. XX No. 4

Alliance's OBrien calls for industry to be nore aggressive in handling critics

by Mark Hol | mer
| nsuranceTi nes

Tal ki ng about "fair discrimnation" is comon anong insurance industry insiders.
But if you ask Frank O Brien, he'll tell you the bureaucratic termsets off
alarmbells in the outside world.

O course, insurance professionals know what the termrefers to; it's another
word for underwiting, where a risk is assessed and a fair price is ideally

det erm ned based on that risk.

To an outsider, however, what discrimnation is fair?

Call it "fair assessnent of risk" instead, urges O Brien, regional nanager and
counsel for the Alliance of American |nsurers.



"It is inmportant for all of us to use plain EnglishW may understand but

there nmay be others who do not."

O Brien spoke about insurers and how they're perceived by the public at the

| atest neeting of the New England 1752 Club, held Feb. 2 at Ken's Steakhouse on
Route 9 in Fram ngham Mass.

For much of his speech, O Brien focused on an idea that may not be new but is
still no less inportant to the industry: There's a big gap between how t he

i nsurance industry conducts itself and how i ndustry perceives itself to be.

O Brien cited his neighbor as an exanple of the continued divide between
consuners and the insurance industry. One day, both O Brien and the nei ghbor
were out shoveling snow, when, according to O Brien, the nei ghbor began to
conpl ain why placing his teenage son on his auto policy raised the prem um so
much.

"He just couldn't understand why his premiumhad to go up as nuch as it did,"

O Brien said.

"They don't understand what we do."

O Brien cited national statistics gathered by the Alliance, a property/casualty
i nsurance trade association -- that he said illustrates the gap: a mgjority of
honeowners and property casualty insureds are satisfied with their coverage, but
that same majority feel they pay too nuch.

A "significant mnority" of Anericans in the survey also believe insurance in
general should be nore regulated, with a simlar ninority feeling the sane way
about the pharmaceutical and oil industries.

On the other hand, only a small anpunt of people felt banks should be nore
regul ated, O Brien said.

The national statistics also reflect what's going on in Massachusetts, O Brien
sai d.

"It's safe to say that here in the Cormpbnweal th the consuner (and

| egi sl ative) perception of the industry is not wholly favorable," he said.

"The industry is frequently blamed and sel dom prai sed,"” O Brien said.

The perception-gap is re-enforced, OBrien said, by the nedia, regulators and

| egi sl ators.

OBrien cited a recent editorial that noted positive coverage of Division of

I nsurance Conmm ssioner Linda Ruthardt's decision to cut auto insurance rates for
next year. But the sanme editorial noted negative news coverage after nost
conpani es reduced or elimnated their safe driver discounts as a result.

Unf air Perceptions
The public is left with unfair perceptions of high insurance costs, and press
i magery O Brien terned as "skul | duggery."

Instead, O Brien said, community nmenbers should be rem nded that the insurance
i ndustry produces jobs, conmunity investnent, social stability and the selling
of products "that protect against bad things happening.

"We're here to manage and prevent and control risk," he said.

O Brien said i nsurance professionals, naturally conservative about public
pronotion, should take on criticismnore aggressively.

"What we need to do is be less reticent about getting our nessage out," he
sai d.
And as part of a nore aggressive marketing effort, OBrien said he'd like to see
the industry "change the way we tal k" so industry benefits and successes are
successfully communicated to the public.

"I urge you all to consider our industry, and how fol ks outside the industry
view us, to both advance and i nprove our industry's inmage," he said.



| nsurance Ti meS: Industry Hails Ruling Uphol ding Safety Standards For
Mexi can Trucks
February 20, 2001, Vol. XX No. 4

WASHI NGTON D.C. - A final report issued by the NAFTA Arbitration Pane

supported the insurance industry position that the United States has the right
to require all Mexican trucks entering the country to meet U S. safety

st andar ds.

The NAFTA panel, conprised of government representatives of Mexico and the
United States, concludes that the United States violated the North American Free
Trade Agreenent (NAFTA) by barring Mexican trucks fromfree travel under the
Agr eenent .

The panel said that the U S. violated the Treaty by its blanket refusal to
consi der any Mexi can-owned carrier applications for travel within the U S
According to the National Association of |ndependent insurers, which wel coned

t he decision on behalf of its 690 nmenber insurers, the ruling makes it clear
that the U S. nust consider each trucking application on a case by case basis
and that the ultimate responsibility for the safety of all comrercial vehicles
traveling on U S. highways, whether owned by Canada, Mexico or the U S
remains with the United States.

Specul ati on by sources in both countries is that this ruling will precipitate a
quick end to the noratorium particularly now that President George W Bush, a
proponent of free trade as Texas governor, sits in the Oval Ofice.

Lift Moratorium

"Al though the NAIIl is a staunch supporter of free trade, our nenbers have asked
us to caution President Bush against a hasty decision to lift the nmoratorium
because of the report rel eased today," said NAIl director of comrercial lines
Davi d ol den

"NAlI Il hopes the President, though a strong advocate for free trade, wll nuster
the resources necessary to provide for quality inspections at each and every
border so that only safe trucks nmeeting U.S. standards will be allowed entry.
There is no question that the free exchange of goods and products will benefit
both countries, but this goal should not be given higher priority than the
safety of Anerican |ives."

The di spute began five years ago when Mexico accused the United States of
breachi ng the NAFTA agreenent by prohibiting Mexican trucks fromventuring nore
than 20 miles into the United States. Wile the Arbitration Panel report ruled
against the U S., negotiations between the Mexi can and U S. governments are
expected over the next several nonths to resolve the issue.

The issue of the NAFTA ruling is expected to be di scussed when Presi dent Bush
visits Mexican President Vincente Fox later this nonth.

Since the noratoriumwas established five years ago, Mexican trucks have had
only linmted access inside the U S. because of concerns about the safety
standards of the Mexican vehicles.

Col den expl ai ned that Mexican drayage vehicles, now commonly used to take
products to sites within the 20 mle U S. comrercial zone at the borders, are
often in very poor mechanical shape.

"The Mexi can government and ot her sources have told us that the |ong-hau
vehicle fleets that woul d be depl oyed when the borders are opened have newer
trucks in rmuch better condition," said Golden. "However, at this time we do not
have confirmation regardi ng the safety of |ong-haul Mexican fleets."

Many of the Mexican drayage vehicl es have been put out of service at U S
borders for such safety concerns as exceeding U S. comercial vehicle weight and
length limts (80,000 pounds and 53 feet in length), having only rear axle



brakes, or having unlicensed drivers or drivers w thout insurance.

I ndustry Not Al one

According to Golden, the insurance industry is not alone in its concerns about
truck safety.

"A recent public opinion survey conducted by Roper Starch Worldw de, Inc., and
conmi ssioned by the Insurance Research Council (IRC) confirned that the Anerican
public supports safety initiatives for large trucks traveling on U S

hi ghways, " CGol den said. "OfF those surveyed, 85 percent said they oppose an
increase in the size or weight of |arge comrercial vehicles because they believe
it would increase the nunbers of accidents and deaths. Insurers and consumers
ali ke view truck safety concerns with the sane seri ousness.

"W are in agreenent that the border should be opened so that the trade benefits
prom sed under NAFTA can becone a reality," Gol den said.

"But NAIl nenmbers, who insure one/third of all the comercial vehicles in this
country and al nost half of the private passenger autonpbiles, believe that the
U S. does not yet have the appropriate nunber of inspectors and tracking
systens to effectively handle the increased volune of traffic expected when
border crossings are opened. NAIl urges the Adm nistration to take its
responsibility very seriously on this matter because otherw se the result could
be unnecessary injuries and | oss of human lives. "

| nsurance Ti meS: Court Rules State Entity Not Exenpt From Subrogation
February 20, 2001, Vol. XX No. 4

by Mark Hol | mer
| nsur anceTi nes

BOSTON- Safety Insurance Co. recently won the right to receive PIP rei nbursenent
fromthe MBTA for coverage the company paid to a passenger after a car/bus

acci dent .

In his decision, Suffolk Superior Court judge Gordon Doerfer also rejected the
Massachusetts Bay Transportation Authority's notion for sunmary judgnent.

The MBTA had argued -- citing a prior legal case -- it was exenpt from
subrogation because it's a state entity.

The case began in January 1997 after a Safety custoner, whose coverage al so

i ncl uded Personal Injury Protection, was involved in an auto accident with an
MBTA bus.

A passenger in the Safety client's car was injured in the accident and the MBTA
was at fault, according to court docunents.

Pl P Benefits

Saf ety covered nore than $2,000 in PIP benefits for the passenger, and
subsequently filed a conplaint in Minicipal Court seeking subrogation fromthe
MBTA to cover the PIP benefits.

But the | ower court dism ssed Safety's notion in 1999, accepting the MBTA s
argunent that it was exenpt. Safety brought its case to Superior Court on
appeal

In his Jan. 10 decision, Doerfer said that the prior judicial decision cited by
the MBTA to cl ai mexenption from subrogation "incorrectly extended the MBTA's
exenption from procuring PIP coverage to exenption from subrogation."

Doerfer also noted that Safety reserved its right of subrogation in its

i nsurance policy and was legally able to exercise its right with the MBTA under



conmmon | aw.

Attorneys Thonmas O Keefe II1 and Charles Gale represented Safety, and Janes
Condon represented the MBTA.
O Keefe said that this decision could affect mllions of dollars in future cases

agai nst muni ci pal agencies across the state seeking the same exenptions the MBTA
di d.

The MBTA is appealing, O Keefe said.

Condon coul d not be reached.

| nsurance Ti meS: i ni onExchange
February 20, 2001, Vol. XX No. 4

In what nay be the ultimte exanple of style over substance, a new survey by
Progressive Insurance finds that people place a premiumon the | ook and the
anenities offered in a new car rather than its safety features. The survey found
that the top five considerati ons when purchasing a new car were overall purchase
price, practicality (i.e. gas mleage, insurance, etc.), nonthly paynment anount,
| ook/style of the car, followed by safety features (i.e. air bags, anti-Iock
brakes, etc.).

The survey of consuners' new car buying attitudes on progressive.com found that
47 percent of respondents think that the color of the car was nore inportant
than side air bags in their decision to purchase a new car while 22 percent of
respondents said that a CD player was nore inportant than anti-lock brakes in
their new car purchase deci sion.

O her interesting findings: 24 percent of respondents said that |eather seats
were nore inportant than four-wheel drive in their decision to purchase a new
car, while respondents with children were nearly twice as likely to say that the
nont hly paynent ampunt for a new car was nore inportant than its safety

f eat ures.

Men were nore likely than wonen to report safety features as the primary

consi derati on when buyi ng a new car.

Safety continued to take a back seat when asked how driving behavi or would
change after purchasing a new car. Three tines nore respondents said they would
gi ve up eating and drinking when driving a new car than those who would curt ai
speedi ng or tailgating.

The survey al so found that 27 percent of respondents think that auto insurance
prem ums do not vary significantly by vehicle type, and 19 percent said that
their prem umwould be the sanme regardless of their insurer. In fact, auto

i nsurance rates vary w dely dependi ng on vehicle and i nsurance conpany. And,
vehicles with nore safety features often receive |l ower auto insurance rates.
"Whil e consuners are kicking the tires or checking the price of the |eather
package when shopping for a new car, they rarely take the tine to conpare auto

i nsurance prenmium" said Al ex Ho, progressive.com nmarketing nanager. "Sone
safety features can slightly increase the overall cost of a new car, but this
doesn't necessarily translate to higher premumrates. In fact, safer cars often
have | ower rates. Since auto insurance rates vary widely from conpany to
conpany, it's inportant for consuners to shop around and conpare rates. \Wo
knows, they m ght save enough to pay for that CD changer!"

VWil e that safety news may be di sappointing, there is also sone good safety news
to report.

Reported use of seat belts or child restraints anong bodily injury auto accident
claimants has nearly doubled in the past decade (from 43 percent in 1987 to 87



percent in 1997), according to a recent |nsurance Research Council (IRC) study.
The study found that usage is highest anong women and ol der adults and | owest
among children seven to sixteen years old. Not surprisingly, accident victinms
who reported wearing seat belts were nuch less likely to be seriously injured,
di sabl ed, or killed in an accident than those not wearing seat belts.

El i zabeth A. Sprinkel, senior vice president who heads the IRC, said, "It is
clear that increased public education on the effectiveness of seat belt use in
saving lives and the enactment of seat belt |aws have been successful in
encour agi ng Americans to buckle up. However, nore work needs to be done to

i ncrease use anong all Anericans -- especially children and teens."

By vehicle type, reported usage i s highest anbng occupants of passenger cars and
SWs and | owest anbng occupants of pickup trucks. This is of concern because
pi ckup trucks, like SUVs, have a greater propensity than other vehicles to rol
over in an accident. Rollover accidents occurring in pickup trucks result in
hi gher disability and fatality rates, perhaps in part because of |ower seat belt
usage anong these vehicl e occupants.

The study al so suggests that SUVs m ght not be the best choice of vehicle for
teen drivers, since these inexperienced drivers tend to overcorrect when
turning, resulting in an even greater likelihood of rolling the vehicle. The
data show that teenage SUV drivers (age 20 or younger) are nore |ikely than

ol der SUV drivers to roll over the vehicle. This, coupled with the fact that
teens are less likely than ol der drivers to buckle up, can nean greater risk of
injury for these drivers.

These findings are contained in I RC s new study, Characteristics of Auto
Accidents: An Analysis of Auto Injury Cains. Visit IRCs Wb site at
www. i rcweb.org for nmore infornmation.

| nsurance Ti meS: Chubb Covers Lenders' Environnental Liability
February 20, 2001, Vol. XX No. 4

WARREN, N.J. - The Chubb Group of Insurance Cos. has introduced Collatera

| mpai rment and Environmental Liability Insurance for financial institutions that
lend to comercial real estate |enders. The coverage is avail abl e through

Envi ronnental Warranty, Inc. (EW), a national insurance brokerage specializing
in environnental risk protection

The insurance, underwitten by Chubb's Departnent of Financial Institutions,
hel ps protect lenders fromfinancial |oss resulting when a loan is in default
and its collateral is contam nated. The policy reinburses the insured for the
out st andi ng | oan bal ance or cl eanup costs, depending on the coverage the insured
chooses. The policy also reinburses the insured for damages or cleanup costs it
becomes legally obligated to pay to third parties during the policy period.

Wt hout insurance, conmercial lenders rely on due diligence to identify
environnental risks on real estate collateral prior to nmaking | oans. The npst
conmon form of due diligence is a Phase | site assessment.

"Since Phase | assessnments are historical and | ack certainty, we envision that
Chubb's Collateral |npairnent and Environnental Liability Insurance will becone
the new standard in environnental risk transfer for all commrercial real estate

| enders,"” said EW's CEO Charlie Perry. "W anticipate that the narket,
especially larger commercial lenders, will convert rapidly to this type of risk
managerment approach over the next two years."”

In addition to typically costing between $1,500 and $2,500, Perry said, a Phase
| assessnent may fail to discover all contami nati on when an engi neer surveys the
property. Furthernmore, the Phase | cannot protect the | ender against future



events, nor provide financial protection

It normally takes one to three days to receive approval for scheduling a | oan
under an insurance program versus three to four weeks to conplete a Phase
report, but "it's the new 'certainty' for lenders that is expected to drive this
product," Perry added.

Policies are available for terms up to 20 years on individual loan limts
ranging from$1l mllion to $5 mllion, subject to an aggregate limt applicable
to a portfolio of loans. This aggregate limt ranges from$10 mllion to $50
mllion. A one time per loan premium typically ranging from$250 to $1,500, is
paid at | oan closing.

| nsurance Ti NBS: First Capital Offers Mddl e Market Property Program
February 20, 2001, Vol. XX No. 4

ROSLYN HEI GHTS, N.Y. - First Capital G oup has teanmed up with GE Enpl oyers

Rei nsurance Corp. to offer a national mddle market property program Serving as
t he program manager, First Capital's mddl e market property programwill cover
all forns of real estate, personal property and business incone individually,
but not Iimted to apartnments, nercantile, buildings, hotels/notels, banks
condom ni uns, industrial buildings, theaters, |ight manufacturing, office
bui | di ngs, shoppi ng centers and nursing homes.

According to Alvin Moss, president and CEO of First Capital, First Capital has
the ability to offer this mddle market property programon an adnmitted and non-
adm tted basis through ERC s Westport Insurance Corp. and First Specialty

I nsurance Corp., both rated A+XV by the A M Best Co.

The programoffers limts of insurance of $75, 000,000 per risk, with additiona
[imts avail able, subject to underwiting criteria.

| nsurance Ti NBS: Arica Mves To Online Bill Paynent
February 20, 2001, Vol. XX No. 4

LINCOLN, R 1. - Amca Mitual Insurance Co.'s 500,000 property and casualty

i nsurance custoners can now receive and pay bills at their choice of nearly 275
financial services Wb sites.

Am ca has inplenmented integrated software and services from CheckFree i -
Solutions of Atlanta to make these transacti ons possible.

Amica is utilizing CheckFree i-Insurance to turn | egacy data into interactive
bills and statenents designed to strengthen and enhance customer rel ationshi ps.
The conpany is al so | everagi ng CheckFree i-Processing, a service that offers
electronic bill distribution and paynent capabilities through nearly 275
financial services Wb sites including banks, brokerages, credit unions,
personal financial nmanagenent software and portals such as the United States
Postal Service and Yahoo!

Usi ng CheckFree i-Processing, Am ca custonmers can view and pay their insurance
prem um statenents online. Wth a sinple nouse click, custoners can al so approve
prem um paynents and have funds deducted electronically fromtheir designated
bank, credit union or brokerage account. Am ca consuners can al so access event
tracking information online to view the paynent process, frombill delivery and
bill paynment to the ultimate posting of the payment.



| nsurance Ti nMeS: <calif. Court Saves Insurers C eanup Costs Ordered By

State Regul ators
February 20, 2001, Vol. XX No. 4

by David Kravets
Associ at ed Press

SAN FRANCI SCO - Insurance conpanies do not have to pay their clients
environnental cleanup costs ordered by regul atory agencies, the California
Supreme Court ruled Feb. 1 in a closely foll owed case.

The high court, on a 5-2 vote, said insurance conpanies are only liable for

cl eanup costs arising fromcourt orders.

The decision is likely to produce delays in cleanups and potentially straddle
hundreds of conpanies with mllions in costs that, until this ruling, were

covered under so-called "“conprehensive general liability insurance policies.'
I nsurance conpanies hailed the ruling, the nation's third on this issue
following Maine in 1990 and Illinois in 1997. In dissent, Justice Joyce L

Kennard said the ““hig losers in today's decision are public health and the

envi ronnent .’

Since 1994, the state's water and toxic control agencies have issued some 600
admi ni strative orders to businesses to cleanup contamni nated soil or foul ed
groundwat er. The state has taken that course for 30 years to avoid costly
litigation and del ays.

Most of the orders to oil, gas, chem cal and nmanufacturing conpani es are obeyed,
and insurance conpani es have paid the costs.

But in 1998, in a precursor to the California ruling, the high court said

i nsurance conpanies are not required to defend their clients' challenges to

adm ni strative cleanup orders. The court, in agreeing with a state appeals
panel , has now taken that a step further and said the insurance conpani es do not
have to pay to cover the costs of adm nistrative cleanup orders.

The reason, Justice Stanley Mosk wote for the majority, is that the | anguage in
t hese types of policies, although vague, do not expressly demand it. It was only
assuned to be true all these years, Msk said.

Patrick A Cathcart, who represented Lloyd' s of London in the case, said the
deci si on was a huge victory for the insurance industry.

"You shouldn't be able to |layoff uncovered property damage on an i nsurance
conpany,'' said Cathcart, who represented Lloyd' s after it refused to pay $10
mllion in cleanup costs at a Santa Fe Springs refinery the state ordered

agai nst Powerine G| Co.

A host of small-to-Iarge-sized conpanies and the California attorney genera
urged the court to rule otherwi se. They argued that businesses woul d fight
instead of conply with the orders fromthe state's Regional Water Quality
Control Board or the Departnent of Toxic Substances Control

Those fights would prolong environmental cleanups and cost taxpayers in
[itigation expenses, they said. lronically, they said, the insurance comnpanies
ultimately may be liable for the cleanup once the order noved fromthe
admi ni strative arena to the courtroom

Deputy Attorney General Thomas R Patterson said the ““decision will result in a
maj or step backward for environnental |aw enforcenent and will generate a great
deal of additional, tine-consum ng and potentially conplex litigation in courts
t hr oughout California.'

Powerine said the decision wuld make it difficult to carry out state orders to
cl eanup soil and groundwater contanmination at its former refinery in Santa Fe



Springs.

"This is going to present a big challenge for us to continue to conply with our
cl eanup and abatenent orders,'' company attorney David |sola said.

Powerine's quest for coverage fromits insurer has tw sted through the courts. A
Los Angel es Superior Court judge ruled in favor of Powerine. An appeals court
overturned the ruling in 1999.

The case is Certain Underwiters of Lloyd' s of London vs. Superior Court,
S084057.

| nsurance Ti meS: Insurers Urge NAIC Mbdel On Capital Markets
February 20, 2001, Vol. XX No. 4

DES PLAINES, Ill. - Two insurance trade associations are urging a subgroup of
the National Association of |Insurance Conm ssioners to adopt a nodel act that
will enable insurers to use onshore securitization of insurance risk to access

t he capital markets.

In a letter to the NAIC s Insurance Securitization Wrking Goup, the Nationa
Associ ation of Independent Insurers (NAIl) and the Alliance of Anerican

I nsurers pointed out the advantages of allowi ng insurers to use U S. "specia
pur pose reinsurance vehicles," or SPRVs, and urged the working group to adopt
the nodel act at its February neeting.

Allowing insurers to use SPRVs located in the U S. "will encourage competition
reduce tax and regul atory conplexity, diversify capital sources, and all ow
snmal l er insurers to access the capital market on reasonable terns," said Steve
Broadie, NAlIl's assistant vice president for financial |egislation and
regulation. "ln addition, it will provide another tool for insurers to use to
manage their exposure to natural catastrophes. These benefits will accrue to
insurers, reinsurers and consuners alike."

"Banks, auto | enders, nortgage originators and credit card conpani es have | ong
had the ability to fund their operations in the capital markets through
securitization using special purpose entities simlar to SPRVs," the letter
st at ed.

"Insurers need the sane options to effectively enploy the common currently of
the financial services sector - their capital.”

Al t hough | arger insurers have conpleted nore than 50 transacti ons using SPRVs

outside the U S. totaling nore than $6 billion over the past six years, the
current process is conplex and costly, insurers say.

Onshore securitization will also bring econom c devel opnent opportunities to
the states as well, proponents argue.

| nsurance Ti mesS: Businesses Found Unprepared To Identify And Manage

Cyberi sks
February 20, 2001, Vol. XX No. 4

Survey ranks high-tech risks second only to enploynent-related risks as nost
i mport ant

NEW YORK - Busi nesses do not adequately understand the risks posed by
technol ogy, have difficulty identifying potential risks and lack the tools to
manage them effectively, according to a survey of executives at 1,500 conpanies



in the U S. and Europe.

The study of executives responsible for their conpanies' insurance coverages

al so indicated that, although conmpanies take pains to protect conputer security,
they are less prepared for new liability risks associated with informtion

t echnol ogy and "e-conmmrerce.”

The study was rel eased by The St. Paul Conpani es.

"The survey indicates that conmpanies rely chiefly on systens-based
protection, such as anti-virus software and conmputer firewalls, to prevent
| osses fromtechnol ogy risks," said Kae Lovaas, vice president-technol ogy, The
St. Paul Companies, at a news conference. "But that's not enough. Exposures
invol ving intellectual property, privacy and first-party risks from conputer
fraud, business disruption and denial of service pose significant financial risk
to conpani es doi ng busi ness on the Internet.

"Conpared to nore traditional property-casualty risks, conpanies are poorly
prepared for the risks posed by technol ogy and e-comerce,"” Lovaas said. "Not
only are compani es unsure of the risks presented by their business operations,
they al so have substantial difficulty understandi ng what types and | evel s of
i nsurance coverage they need."

The i ndependent New Yor k- based opi nion research firm of Schul man, Ronca, &

Bucuval as, Inc. (SRBI) conducted the survey. The conpani es surveyed included a
broad range of industries, as well as additional sanplings of financial services
conpani es and high-tech firms. |In the U S., insurance agents and brokers al so

were surveyed.

"The purpose of this survey was to | earn how well company risk managers
understand and identify technol ogy exposures, how effectively they nanage ri sk,
and the tools they enploy in doing so," added Dr. Mark Schul man, president of
SRBI. "This is the first such survey to gauge the preparedness of conpanies
for the energing risks of e-technol ogy."

Key Fi ndi ngs

Hi ghl i ghts and key findings of the survey included:

e Conputer, Internet and e-commerce risks are consi dered anong the nost
i mportant risks conpanies will be facing in the next few years. Anmong U.S.
corporate risk managers and their insurance agents and brokers, such issues rank
second only to enploynment-related risks. In Europe, risk nmanagers consi der
technol ogy risks to be the No. 1 concern
e Only 25 percent of U S. conpanies and 30 percent of European conpanies
surveyed had risk managenent committees or other formal structures to identify
and nonitor technology risk. O those conpanies with such a commttee or
structure, only half -- or about 13 percent of total respondents -- felt it
was effective. Only about three in 10 risk nmanagers surveyed had reviewed the
potential technol ogical risks posed by a nerger or acquisition involving their
conpany.

"In essence, there is a | eadership opportunity on this issue in nany
conpani es," Lovaas said. "Senior nmanagenent has the responsibility to take
the | ead and foster a partnership approach between their |IT departnents and
ri sk nanagenent functions."

-- Nearly all U S. and European conpani es have taken similar steps to
protect thenselves fromtechnol ogy-rel ated risks, such as installing
anti-virus software and firewalls, establishing standard security procedures,
and auditing the security of their systems. But only six in 10 conpani es have
i mpl enent ed enpl oyee-training prograns to | ower their technol ogy risk.

-- U.S. and European corporate risk managers' understandi ng of technol ogy
risk is |l ess than adequate, according to the nmanagers thensel ves. About four
in 10 risk managers say they have only a "fair" to "poor" understandi ng of



technol ogy risk. Very few (about 10 percent overall) say their understandi ng
is "excellent." Only 52 percent of U S. corporate risk managers have

i nventoried and quantified the technol ogy risks their conpanies face, conpared
to 67 percent anmong European risk managers. Corporate risk managers both in
the United States and Europe (65 percent and 57 percent, respectively) defer
to their information technology (I T) departnents as having primary
responsibility for identifying and nonitoring technol ogy risks.

"As businesses rely increasingly on technol ogy, enployees and custoners
have increased access to conmpany data and information in an environment with
untested legal liabilities," Lovaas said. "The global nature of e-comerce,
varying | egal systens and the speed with which new i nnovations are brought to
mar ket further conplicate the challenges facing conpani es today,
| eading many firms into uncharted waters of liability risks as well as those
whi ch affect their revenue streans."

-- Corporate risk managers consider their current insurance coverage for
technol ogy risk as "sonewhat adequate" at best. European risk managers are
slightly nore confident in general of their current coverage than U S. risk
nmanagers.

-- The "Y2K" issue, which required conmpanies to prepare their conputer
systens for the rollover to 2000, sensitized many conpanies to technol ogy
ri sks, but 42 percent of U S. corporations and 38 percent of European
corporations said the rollover had little inpact on their firms' approach to
t echnol ogy ri sk.

A nmodel : financial services conpanies

"For a nodel of how to prepare for technology risk, conpanies should study
financial services," Lovaas said. Risk nanagers at nore than 350 banks,
thrifts and other financial services institutions were surveyed.

"Banks and ot her financial services firns have begun to address the
problem effectively, particularly in the United States," Lovaas expl ai ned.

"OfF the types of compani es surveyed, financial services firns scored high in
awar eness, identification and managenent of technol ogy risks." Risk managers
at 75 percent of U S. financial services conpanies surveyed, for exanple, said
their firns were good or excellent at identifying and nmanagi ng e-ri sks,
conpared with the broader cross-section of U S. conpanies, where about
two-thirds of the companies were rated as good or excellent.

"And, not surprisingly, they reported fewer |osses due to technol ogy
problens," she said. U S. financial services risk managers were half as likely
(13 percent) as risk nmanagers in general (27 percent) to report |osses from
conputer viruses, and nmalicious acts to conputer systens (4 percent and
8 percent, respectively). By conparison, European financial services risk
managers were nore likely to report |osses for viruses (23 percent) than their
U S. counterparts (13 percent).

Hi gh-technol ogy firns

Researchers polled a specific sampling of risk nanagers in nore than
300 high-tech firnms in the United States and Europe. Thi s segnment incl uded
such firms as hi gh-tech product manufacturers, software devel opers,
conmuni cati ons conpani es and conputer services firns. This additional sanple
showed t hat:

-- Ri sk managers for high-tech conpani es ranked technol ogy risks as their
second- nost significant concern (29 percent in the United States and
26 percent in Europe). The No. 1 concerns were product liability (anobng the
Eur opean respondents) and enpl oynent issues (anobng the U S. respondents).



-- High-tech risk managers in Europe and the United States rate their
current coverage of technology risk as only "somewhat adequate" overall

-- Risk managers for high-tech conpanies in Europe and the United States
have each taken steps to review their exposure to and coverage of technol ogy
risk, but with striking differences. U S. high-tech risk nmanagers were nore
likely to have reviewed existing insurance coverages (82 percent vs.

72 percent for Europe), worked with insurers and brokers to identify risks

(76 percent vs. 68 percent), and reviewed the technol ogical risks posed by a
nerger or acquisition (44 percent vs. 36 percent). European risk nanagers were
nore |ikely to have inventoried and quantified the types of technol ogy risk
they faced than their U S. counterparts (68 percent vs. 48 percent).

The skeptical broker audience

Those with perhaps the nost critical view of the issue were U.S. insurance
agents and brokers (internediaries were surveyed only in the United States).
Brokers said they thensel ves have only a "fair" understandi ng of the
technol ogy risks facing their clients, and felt their clients are not much
better.

"Brokers indicated that their clients' top nanagenment has only a 'fair’
under st andi ng of technology risk, and that and front-1ine enpl oyees have the
wor st under st andi ng," Lovaas sai d.

The results indicated that brokers feel their clients have not created
sufficient safeguards agai nst technol ogy risks. Wiile the vast majority
reports that their clients have installed anti-virus software (91 percent),
far fewer have trained enpl oyees (64 percent) or installed firewalls
(61 percent). Fewer still (55 percent) say their clients have audited the
security of their systens.

About the survey

Schul man, Ronca, & Bucuvalas, Inc. (SRBI) conducted tel ephone surveys wth
1,350 risk managers in large corporations in the United States and Europe
bet ween August 25 and Novenber 15, 2000. The U.S. and European cross-section
sanpl es conbi ned total ed nore than 800 conpanies in all industries (excluding
i nsurance conpani es and government organi zations), with annual revenue of
$250 million or nore. Interviews were conducted with the senior executive in
each conpany who has primary responsibility for managing his or her conpany's
exposure to all classes of risk including technology risk. 1In the United
States a nationw de sanple of 150 insurance agents and brokers al so was
surveyed.

The financial services conpany sanples represent cross sections of
financial services conpanies with annual revenue of $100 million or nmore. The
hi gh-t echnol ogy conpany sanpl es represent cross sections of high-technol ogy
conpani es with annual revenue of $100 million or nore. |In the European
sanpl es conpanies were selected fromthirteen countries: Belgium Denmark
France, Germany, Ireland, Italy, the Netherlands, Norway, Portugal, Spain
Sweden, Switzerland and the United Ki ngdom

The St. Paul Conpanies is headquartered in Saint Paul, Mnn., USA and
provi des conmercial property-liability insurance and non-life reinsurance
wor | dwi de. The St. Paul reported 2000 revenue of nore than $8.6 billi on,
total assets of $41 billion, and is ranked No. 204 on the Fortune 500 |ist of
| argest U. S. conpanies. For nore information about The St. Paul and its
products and services, visit the conpany's web site, http://ww. st paul.com

For conplete results of the survey, "The E-Frontier: New Challenges to
Cor porate Ri sk Managenent," log on to http://ww. stpaul.com cyberrisk-survey



I N EUROPE -- ALTERNATE MEDI A CONTACT:

Peter Elliott (U K.)

Tel ephone: Mobile - (+44) 07770 273424; or: (+44) 0173 7787223
E-mail: peter.elliott@tpaul.com

IN THE UNI TED STATES - ALTERNATE MEDI A CONTACTS:
Kerstin March
Tel ephone: 651 310 4823

E-mail: kerstin. march@t paul . com
Ki m O Connel

Tel ephone: 651 310 2883

E-mail: kim o' connel | @t paul . com

CONTACT: Media, New York, Mark Hanel, Mobile 612-770-9163, through
Feb. 2, 2001, 651-310-3588, St. Paul, M nn., mark.hanel @tpaul.com or Europe,
Patrick Hirigoyen, Mbile, +1 651 261 2054, pat.hirigoyen@tpaul.com, both
for The St. Paul Conpani es.

SOURCE The St. Paul Conpanies

| nsurance Ti mes: cConptroller MA| speaks to Pl ANY group
February 20, 2001, Vol. XX No. 4

NEW YORK - Close to 400 insurance professionals crowded Manhattans New York
Marriott Wrld Trade Center |last nmonth to be part of the PIANYs ninth annua

Met r opol i t an Regi onal Awar eness Program sponsored by the Professional |nsurance
Agents of New York

How did it go?

"Its a greater success each year,'
Conmittee.

Attendees expl ored new markets, networked with col | eagues, earned conti nuing
education credits and caught up on Pl ANYs | atest agenda.

cl ai med Harvey Leff, chairman of the MetroRAP

McCal I's Comments

They al so heard New York State Comptroller H Carl MCall's thoughts on the new
year and on the industry's future.

McCal |, who has been chief fiscal officer of the state since May 1993, noted
that he is looking forward to working with PIANY and its menbers in the com ng

year.
"As an industry, you're doing very well," MCall noted, "but there's no

qguestion, everyone in the insurance business and all sectors are facing a | ot of
uncertainty about the future. | |look forward to neeting with your | obbyists and

representatives of the industry in Al bany so | can be nore aware of your
concerns."
McCall is expect ed to run for the Denpcratic nomination for governor

Federal Act

McCal | al so touched on the industry and its changes, from mergers to e-conmerce.
"The federal Gramm Leach-Bliley Act is a reflection of how quickly things are
changing in the financial services sector," MCall said. " There's no question
government is having a hard tine keeping up with the massive social, economc



and technol ogi cal transformation that's happening all around us W need new
rules for the new econony."

McCal | noted that everyone needs to work together to be successful in the
future. "If our |eaders want to get public support for their initiatives, they
need to fornmulate those initiatives in public and include all of the

st akehol ders. "

| nsurance Ti meS: Dunlap Acquired By Hilb, Rogal Hamilton
February 20, 2001, Vol. XX No. 4

RI CHMOND, Va. - Hilb, Rogal and Hamilton Co. (NYSE:HRH) has acquired all of the
out st andi ng stock of The Dunlap Corp., a full-service insurance agency system
with four locations in Maine and New Hanpshire.

Terns of the transaction were not disclosed.

Generating in excess of $13 million in revenues annually, The Dunlap Corp., one
of the largest independent insurance agencies in New Engl and, was forned nore
than 130 years ago. It is headquartered in Auburn, Maine.

Dunl ap's staff of approximately 150 will continue operating fromtheir current

| ocations under the | eadership of Stephen F. Dunlap, chairman and president of
this subsidiary, and the direction of Robert B. Lockhart, HRH s Northeast

regi onal director.

Andrew L. Rogal, HRH s Chairman and Chief Executive O ficer stated,

Hi | b, Rogal and Hanilton Conpany has about 80 offices in the U S and is ranked
as the country's seventh |argest insurance internediary. p

Bert hol on- Rowl and buys D. C. area broker
Bert hol on- Rowl and Corp. (BR Corp.) has purchased the assets of the professional
liability business from Adninistration Associates, Inc. This purchase solidifies

BR Corp.'s position as the | eading broker of |awer's professional liability
i nsurance on the East Coast.
BR Corp.'s professional liability coverage for lawers is underwitten by

Chi cago I nsurance Co., a nenber of the Interstate |Insurance Group, which is
whol | y-owned by the Firenan's Fund/Allianz | nsurance G oup.

Since 1956, BR Corp. has been the exclusive adm nistrator for the New York Bar
Association's liability program Anobng its other clients are the Association of
the Bar of the City of new York, the Boston Bar Association, and the Nassau
County Bar Associ ation.

The enpl oyee- owned conpany is headquartered in Manhattan, with branches in the
Bost on, Chicago and Washi ngton, D.C. areas.

AAl has been in business 25 years and is one of the | argest brokers of

mal practice coverage in the Washington, D.C. area, Maryland and Virginia. p

Managenent buys out Frenkel & Co.

NEW YORK - Frenkel & Co., Inc., an international insurance brokerage firm has
been acquired through a managenment buyout |ead by Robert Shunk and John Kelly.
Shunk will continue to serve as chairman of Frenkel, while Kelly will serve as

presi dent and chief executive officer

O her senior appointnents include Gary Smith as executive vice president and

chi ef operating officer, Mchael Feinstein as executive vice president and R P.
Wl f as executive vice president, general counsel and secretary.

Founded in 1878, the conpany had been enpl oyee- owned since 1985. Frenkel has 225
enpl oyees and offices in New York, Los Angel es and New Jersey.



Amnest undertakes restructuring

CALABASAS, Calif. - Amwest Insurance Group Inc. has begun a reorgani zation plan
to focus on the smaller, nore specialized surety accounts that have been its
hi storical strength. The conmpany said that it will concentrate its business
activities in five regional offices located in California, Illinois, Texas and
New York. Historically, the company operated through 29 branches | ocated

nati onwi de. The conpany al so announced that its work force, which currently
stands at 347 enployees, will be cut to 255 enpl oyees foll owi ng conpl eti on of
t he branch cl osi ngs.

The conpany is working on a resolution of its outstanding |oan with Uni on Bank
of California and on restructuring its reinsurance programto address its
present needs. p

Rl broker, Boston Special Risk venture

EAST PROVIDENCE, R |I. - As of January 1, 2001, Starkweather & Shepley Insurance
Corp of Mass. has forned a joint venture with Boston Special Risk Insurance
Agency of Canton, Mass., in an effort to expand services and product offerings

i n Massachusetts.

Peter W Northrup, senior vice president, Starkweather & Shepley Insurance
Brokerage, Inc. said, "W didn't acquire any ownership in Boston Special Risks

I nsurance Agency. Rather, it is |ike an engagenent - we are sharing joint office
space and have three of our people up there and we are paying a share of the

of fice space rent."

To this Fred R Tripp, president of Starkweather & Shepl ey |Insurance Brokerage,
Inc., added, "The joint venture between Starkweat her & Shepley Insurance Corp

of Mass and Boston Special Risks Insurance will provide greater convenience to
our existing custonmers in Massachusetts, while giving us a strategic opportunity
to expand our custoner base in the region." p

St ar kweat her & Shepl ey | nsurance Brokerage, Inc. enploys nore than 100
prof essional s that service New England wi th enphasis on Rhode I sl and
Massachusetts and Connecti cut.

| nsurance Ti mes: cConptroller McA | speaks to Pl ANY
February 20, 2001, Vol. XX No. 4

NEW YORK - Close to 400 insurance professionals crowded Manhattans New York
Marriott World Trade Center last nmonth to be part of the PIANYs ninth annua

Met r opol i t an Regi onal Awar eness Program sponsored by the Professional |nsurance
Agents of New York.

How did it go?

"Its a greater success each year," claimed Harvey Leff, chairman of the MetroRAP
Conmi tt ee.

Attendees expl ored new markets, networked with col | eagues, earned conti nuing
education credits and caught up on PIANYs | atest agenda.

They al so heard New York State Comptroller H Carl MCall's thoughts on the new
year and on the industry's future.

McCal |, who has been chief fiscal officer of the state since May 1993, noted
that he is looking forward to working with PIANY and its nenbers in the com ng
year.

"As an industry, you're doing very well," MCall noted, "but there's no
guestion, everyone in the insurance business and all sectors are facing a | ot of
uncertainty about the future. | |look forward to neeting with your | obbyists and



representatives of the industry in Al bany so | can be nore aware of your
concerns. "

McCall is expect ed to run for the Denpcratic nomination for governor

McCal | al so touched on the industry and its changes, from mergers to e-conmerce.
"The federal Gramm Leach-Bliley Act is a reflection of how quickly things are
changing in the financial services sector,” MCall said. " There's no question
government is having a hard tine keeping up with the massive social, economc
and technol ogi cal transformation that's happening all around us W need new
rules for the new econony."

McCal | noted that everyone needs to work together to be successful in the
future. "If our |eaders want to get public support for their initiatives, they
need to fornmulate those initiatives in public and include all of the

st akehol ders. "

| nsurance Ti meS: Florida Shuts Down Viatical Conpany
February 20, 2001, Vol. XX No. 4

TALLAHASSEE, Fla. (AP) - An Ol ando conpany lost its |icense on Feb. 5 to buy
and resell life insurance policies owed by termnally ill people.

I nsurance departnent regul ators said Accel erated Benefits Corporation purchased
11 fraudulent policies frombrokers who in some cases hel ped hide the fact from
i nsurance conpani es they were purchased by men who |lied about their HV status.
In six of the cases, an enpl oyee of Accelerated Benefits Corporation paid the
prem um from a personal checking account to hide the fact a sal e had al ready
been conpleted prior to the expiration of the contestability period.

"The pattern of viatical fraud puts both consuners and investors at risk, many
of whom are senior citizens who invest their life savings in these policies,’

I nsurance Conmi ssi oner Tom Gal | agher sai d.

Vi atical brokers buy the policies at a discount, in nost cases, from soneone who
is terminally ill and resell themto investors who make noney upon the insured' s
death. It gives the dying person nobney to pay living and medi cal expenses,

i nstead of the higher anpbunt that would be paid at death.

| nsurance Ti MBS: sSun Life OF Canada Rated #1 By DALBAR
February 20, 2001, Vol. XX No. 4

VELLESLEY, Mass., - Sun Life Assurance Co. of Canada (U. S.), a nenber of the Sun
Li fe Financial group of conpanies, has been rated #1 for overall Operations
Support anobng m d-size variable annuity firns in the DALBAR 2000 Fi nanci a

Pr of essi onal Survey. The survey was conducted anong investnment firns' nmain

of fice operati ons managers. The conpany will receive the prestigious Crysta
Pyram d Award for operational excellence from DALBAR in recognition of this
achi evenent.

Formerly known as the Broker/Deal er Survey, the survey requested operations
managers to rate financial services organizations on a variety of categories,

i ncludi ng "Ease of Doing Business," "Problem Resolution," "Service Relationship
Managenent, " "Transaction Processing," "Response to Inquiries," "Com ssion
Processing” and others. Thirty-three broker/dealer firns responded to the
survey.



| nsurance Ti neS: Linra's New Career Test Debuts
February 20, 2001, Vol. XX No. 4

W NDSOR, Conn. - Linra International's Career Profile+ enploynent test,
featuring 50 personality questions, recently made its debut when a New Engl and
Fi nanci al sal es candi date conpleted the questionnaire at ww. exseltool kit.com
the sir of Limra's Internet-based ExSel selection system

The new Career Profil e+ combi nes biographi cal and personality testing into one
guestionnaire that reduces turnover, increases productivity and cuts training
and managenent costs by hel pi ng managers hire the best sales representatives.
The personality questions measure four key differentiators, personality

di mrensions that differentiate high and | ow perforners: Persuasiveness, Energy,
Achi everment Drive, and Initiative and Persistence.

The test hel ps managers | earn whether candidates are likely to effectively
change t he opinions or perspectives of others; work quickly and effectively in a
fast-paced environnment; set and achi eve chal |l engi ng personal goals, and take on
new chal | enges and over come obstacl es.

The Career Profile+ also provides ratings of candi dates' overall success
potential, probability of becoming MIlion Dollar Round Tabl e nembers, and how
wel | they match an office's unique profile. Minagers al so di scover each
candi dat e' s personal notivators, job concerns, expectations and work style.

| nsurance Ti mMeS: Quotesnith. Com Adds Online LTC Quotes
February 20, 2001, Vol. XX No. 4

DARIEN, Ill. - Quotesmith.com the buyer-driven insurance information exchange
whi ch provides instant auto, |life, health, dental and disability insurance
gquotes from nore than 300 conpani es, has now i ntroduced LTConpare, a new \\éb-
based | ong-term care insurance price conparison and purchasi ng service.

Launched with an initial lineup of several househol d-nane insurers, LTConpare is
a free long-termcare insurance policy search tool and is now i mediately
available to residents of all 50 states at www. quotesmith.com.

Wth the goal of seeking to slash research, underwiting and policy delivery
times, LTConpare offers: user-controlled, user-defined search paraneters;

unbi ased information, freedomto purchase fromany conpany shown; instant quotes
for residents of all 50 states; financial and clains-paying ratings from major
rati ng agenci es along with each quote; ability to view actual underwiting

gui del i nes and personal service froma |licensed customer care representative.

| nsurance Ti mes: Baby Booners Not Planning Ahead To Care For Parents
February 20, 2001, Vol. XX No. 4
They are not alone in facing decisions about aging parents

by Lisa Lipman
Associ ated Press



BOSTON- Clara John's ability to do many of life's routine tasks started to drift
away 10 years ago as Al zheinmer's di sease took hol d. Her husband, Janes, now 84,
could not bring himself to admit that she needed nore care than he could give.
That left Clara's two adult sons to ponder the difficult questions about their
nother's future - questions that had never before occurred to either of them
"W were two guys who didn't really know anything about caring for their elderly
parents,'' said G eg John, now 43, who co-owns a nmarketing and advertising firm
"Qur parents were always healthy. It seemed |ike a few weeks earlier, they were
doing great - and then we were at this point where we thought, 'How did this
happen so qui ckly?"'

The Johns eventual ly sought the help of an elder care consultant and in 1997 got
their nother, now 77, into a nursing home in Lawence where she still lives.
Their father visits frequently fromhis home less than 3 miles away in Methuen.
They are not alone in facing tough decisions about aging parents.

A survey by AARP of seniors 65 and older with children 35 or ol der reveal ed that
67 percent had not talked with their children about what their future needs

m ght be.

The San Franci sco-based Family Caregiver Alliance estimates that the nunber of
ol der persons needing |long-term care may doubl e over the next 25 years to over
14 million

Many of them have no plan for their end-of-life care.

"W don't | ook at death as a natural part of life. W fear it,'' said Suzanne
M ntz, president and co-founder of the Kensington, M. -based National Famly
Caregi vers Association. "So we don't want to go there. | think that's one of the

primary reasons that people don't talk about end-of-life of issues with their
parents. Sonme don't even want to talk about it with their spouse.'

M ntz knows firsthand what del aying an end-of-1ife discussion can do.

VWhen her own father had a stroke, her nother became his primary caregiver.
Though M ntz urged her nother to straighten out her father's finances and figure
out a long-termplan, it took a while before her nother gave in. Just as the
fam |y was about to jointly decide what to do, Mntz's father had a nedica
enmergency that required himto be adnitted to a constant-care facility

i medi atel y.

"Instead of being a proactive neeting, it becane, 'Ww, we have to find a
nursing hone this weekend,''' Mntz said. "~ You never know when that major
problemis going to occur, and it pays to put in order, what you can, as soon as
you can."''

The costs of a parent's care can be astrononical even in the best of situations.
Bef ore the Johns put their nmother in a nursing hone, they had in-house care for
her to help with her bouts of denentia. Wen the period covered by insurance ran
out, the Johns paid $30,000 of their own noney for a year's worth of hone health
ai des.

Greg John said his costs would have been even hi gher had he not used an el der
care consultant to help him

"You can waste a |lot of nmoney if you don't know what's goi ng on, sai d Margaret
Shaheen, president of Elder Care Coordinators in North Andover. ~ W' re not
brai n surgeons, but we have the information.'

Even inforned people can spend a | ot of noney on care. A year of nursing hone
care will cost, on average, $56,000, according to Elinor G nzler, AARP's Manager
of Long-Term Care and | ndependent Living. The average stay at a nursing hone is
roughly two and a hal f years.

G nzler said that Medicare only covers nursing hone costs under very specific
conditions for a very short period of time _ and eventually, doesn't pay
anyt hi ng.

For weal thy people who want to protect their assets, there is a solution: |ong
termcare insurance. Most people don't know this specialized kind of insurance
exists. Only 5 percent of nursing home costs are paid for by long termcare



insurance. But it is available in every state (each state's insurance

conmi ssioner has a list of the conpanies that sell it).

"Here's the nost inportant factor about long termcare insurance: You' re best
off if you purchase it way, way, way ahead of when you need it,'' G nzler said.
"Because annual and nonthly prem uns increase with age. It's also not

i nexpensive. It's inportant to renenber this is not an option for everyone.'

| nsurance Ti meS: LOWA Forecasts Slight Increase In Sales; Continuing

I ndustry Mergers
February 20, 2001, Vol. XX No. 4

Sal es and profits for the financial services industry are expected to be up
slightly in 2001, especially for equity-based products, such as variable life
products and vari abl e annuities.

These and other findings are part of the 2001 Industry Forecast published in the
January issue of LOVA's Resource mmgazi ne. Each year, Resource conducts an

opi nion survey of LOVA's board of directors who are senior executives at mgjor

i nsurance conpanies in North Anmerica.

"Sales and premiuns will be slightly up in the year 2001. The equity-oriented
products shoul d have good, sound, solid growh-in the 10 to 12 percent
conpounded annual |l y range over the next five years," said Howard Fricke,

chai rman and chi ef executive officer for Security Benefit Life |Insurance Co.and
chai rman of LOVA's board of directors.

Denographic trends are expected to influence the sales of certain products.,
noted David Hol |l and, president and CEO, Munich American Reassurance Co.

"The first menmbers of the baby boom generation will turn 55 in 2001, and over
the next decade there will be a tidal wave of people concerned about funding
their retirement years. Simlarly, this generation will focus nore intensely on
the issue of long termcare as the decade progresses,” Holland said.

The trend in mergers and acquisitions is also expected to continue, according to
LOVA' s board of directors, who see passage of the Gramm Leach-Bliley Act in the
United States paving the way for future consolidation.

The structure of the overall financial services industry is expected to change.
Law ence Arth, chairman and CEOQ, Aneritas Life Insurance Corp. said, "The
ultimate result of continued consolidation will be fewer independent insurance
conpani es and few, but stronger, conpetitors in the financial services

i ndustry."

O her Key Findi ngs

* To increase profitability, conpanies need to continue to nove away from a
product-driven orientation to customer-focused busi ness objectives. Meeting the
"real " needs of customers is key.

e The U S. Gramm Leach-Bliley legislation is generally viewed as "good" for the
i ndustry, but will |lead to nore change through continued consolidation
Traditional insurers will tend to be the "acquirees", rather than "acquirers"”.
It is possible the U S. may see increased international acquisition activity.

« Wiile the trend in mergers and acquisitions is expected to continue,
denut ual i zati ons are expected to slow. There will always be room for successfu
ni che pl ayers.

e E-commerce will have a "profound"” influence on the industry in the com ng
years; specifically in the areas of support for distributors, customer/conpany
rel ati onshi ps, and cost savings.

e The maj or technol ogy challenge for 2001 wi |l be safeguardi ng agai nst the



i mpl enentati on of technol ogy nerely for "technol ogy's sake."

e Key challenges in the area of human resources include outsourcing non-val ue-
added skills, more distribution for products, and confronting change managenent.
The survey may be read in its entirety at the Resource section of the LOVA web
site at www. | ona. org.

| nsurance Ti MBS: CFP Associate Advises On Life Settlenments
February 20, 2001, Vol. XX No. 4

DENVER (AP) - Increasingly, seniors are taking cash out of the death benefits of
their life insurance policies before they die, but this isn't always the best
financial nove, an insurance expert cautions.

"I"ve not been a big fan of selling a |life insurance policy for cash or

ot herwi se consuni ng sone of the death benefits before death,'' says M chae
Snowdon, an academ c associ ate at the College for Financial Planning.

"Part of the problemis abuses in the viatical settlement industry. It's been

wi ld and wooly, though states are beginning to enact statutes in this area,'' he
sai d. "However, often of greater concern is that heirs may need the life

i nsurance death benefits nmore than the insured needs the i mediate cash. Still,
someti nmes using death benefits before death is a wi se nmove.'

Pol i cyhol ders tap the death benefits early for a variety of reasons, says
Snowdon. Peopl e who are dying may need the cash to pay for nedical expenses.

A der policyholders nay find they cannot afford the prem unms any | onger and can
sell the policy for cash, or they may no | onger need the policy. Some may even
sell a policy early in order to reduce estate planning taxes.

Using the death benefits froma life insurance policy before the insured dies is
| oosely called “"life settlenents. These conme in four basic forns, says
Snowdon, and all types of |ife insurance policies may be used, including term
and cash-val ue.

Viatical settlements started it all back in the 1980s. People dying of AIDS sold
their life insurance policies before their death to a third party, normally

t hrough a broker. The buyer paid cash for the policy, but at a discount fromthe
policy's face val ue.

As nedi cal therapies extended the |ife expectancies of AIDS patients, viatica
settlenent firns began to broker policies for people with cancer or other

term nal di seases.

I nsurance conpani es responded by offering accelerated benefits. In this case,
the insurance carrier pays out a portion of the death benefits in cash to the

i nsured, mnus a discount, and pays any remaini ng death benefits to the
beneficiary when the insured dies. Typically the insured nust have a life

expect ancy of one year or |ess.

A newer twi st on viaticals, says Snowdon, is the energence of senior
settlenents. Here, policy holders, usually 65 and older with a |life expectancy
of six to 12 years or nore, sell their life insurance policies for cash. Oten
they sell policies they no | onger need, that are outdated, or whose prem uns
they no |l onger can afford to pay.

Anot her reason the insured mght sell the policy instead of keeping it and
letting the heirs collect the death benefits is to nove the policy out of the
estate, says Snowdon.

The fourth variation of life settlenents is a viatical loan. A viatica
settlenent firmissues a line of credit based on a percentage of the face val ue
of the policy. It charges interest on whatever anount of cash is borrowed. Wen



the insured dies, the principal and interest is paid back, and the beneficiaries
collect the remaining death benefits. Wth viatical |oans, the insured nust
continue to pay prem ums.

One advantage of a viatical loan over a viatical settlement is that |oans are
not treated as taxable incone, whereas senior settlenents, or viatica
settlenents involving |ife expectancies over two years, generally are treated as
t axabl e i ncome.

Despite all these variations of life settlenments, Snowdon advi ses people to

t horoughly review their options with a professional financial adviser. A key
issue is to anal yze how badly heirs nay need the death proceeds. It may be
better to find alternative sources for cash and allow the heirs to receive al
the death benefits.

| nsurance Times: a@lf Pacific And Metlife Form Strategic Alliance
February 20, 2001, Vol. XX No. 4

EL DORADO HILLS, Calif. - @ulf Pacific, Inc. a business consulting firm
specializing in assisting snmall to nedium size busi nesses, and MetLife,
announced a broad strategic narketing agreenent that will provide Gulf Pacific's
web site menbers with a wide range of insurance and retirenent services.

The alliance is a result of the Gulf Pacific Marketplace

(www. gul f paci fi crmar ket pl ace. comj, a B2B e-conmmerce engi ne that helps its 6,000
clients to buy, sell and trade goods or services on the web.

MetLife will have access to @ulf Pacific's current and future clients to market
its services. Simultaneously, Gulf Pacific will promote the MetLife alliance in
order to provide its clients with insurance and retirenent services at

Mar ket pl ace prici ng.

Qulf Pacific.'s clientele includes companies froma range of industries

i ncl udi ng manufacturers, contractors, distributors, retail, engineering and
architectural firns, service businesses, agricultural operations and conpanies
in the health care field.

| nsur ance Ti nes: Colonial's TermLife Provides Choice O 3 Rates
February 20, 2001, Vol. XX No. 4

COLUMBIA, S.C. - Anewlevel termlife insurance product, a supplenental,
payrol | -deduction individual termlife insurance plan with cost of insurance
rate guarantees to age 95 and guaranteed renewability, is now available in 46
states from Colonial Life & Accident Insurance Co..

Premiuns are in three rate bands: $10,000 to $100, 000; $100,001 to $150, 000; and
$150, 001 to $500, 000.

The new policy also offers true guaranteed issue at initial enrollnent for
groups with nore than 100 enpl oyees with participation, and nodified guarant eed
i ssue for groups without participation up to applicable limts.

"This is an ideal product for enployers who don't want to deal with the on-going
adm nistration of a group termlife plan that nay require a census, with rates
driven by participation and group experience at renewal," said Colonial Director
of Life Products Mel ody Bouknight.

For face amounts from $10, 000 to $150, 000, 10/10/YRT provi des two consecutive



10-year |evel prem um paying periods (past age 60, one |evel prem um period)
before noving to yearly renewable termrates. For face anpbunts from $150,001 to
$500, 000, the nore conpetitively priced 10YRT provi des one 10-year |evel prem um
payi ng period before nmoving to yearly renewable termrates.

O her key features include a $2,500 cash draft and Living Benefit Provision.

The $2,500 cash draft pays the beneficiary imediately while the remai nder of
the claimis being processed. O fered at no additional prem um the Living
Benefit Provision (Accelerated Death Benefit in some states) provides a one-tine
advance of up to 75 percent of the death benefit not to exceed $150,000, if the
insured is diagnosed with a terminal illness.

| nsurance Ti NBS: Enployees Can Plan Retirement Online
February 20, 2001, Vol. XX No. 4

LI NCOLNSH RE, I11- Mre than one mllion enployees are expected to retire this
year and Hewitt Associ ates, an enpl oyee benefits delivery and managenent
consulting firm recently launched an online tool to hel p them manage the
conpl i cated process.

Hewitt's "Retire Online" tool allows enployees to manage the entire retirenent
process online, including pension benefit estimtes, beneficiary choices and
pl an paynment choi ces. Self-paced, the tool enables enpl oyees to nmove through the
process as quickly or as leisurely as they'd |ike.

"Once an enpl oyee decides to retire, there are several inportant decisions that
need to be carefully considered,"” said Leslie Pontello, global practice |eader
at Hewitt Associates. "By providing personalized information and step-by-step
instructions in an easy-to-digest format, we're hel pi ng enpl oyees manage what
can be a very overwhel mi ng process.”

Available to Hewitt's clients, the service went live first for Wachovia Corp., a
financial hol ding conmpany and with nore than 19,500 enpl oyees.

Enpl oyees considering retirenent gain access to the tool via the Internet and
can click on different categories to | earn about the preparati ons needed to
retire, such as retirenment incone, expenses and retiree health benefits. They
can al so calculate their pension benefit estimtes, choose the best pension
paynment option for their situation and | earn about Social Security benefits.
Once enpl oyees are ready to retire, they click on various categories to conplete
t he process, including verifying personal information and beneficiaries.

| nsurance Ti NBS: Bush To Support Patient's Right To Sue Hms Wth Limts
February 20, 2001, Vol. XX No. 4

by Laura Meckl er
Associ at ed Press

WASHI NGTON, D.C. - President Bush says he can support popul ar new patient
rights, including new | awsuits agai nst HMOs and other health insurance
conpani es, but he is worried about allow ng massive jury awards.

Refl ecting those concerns, Wite House officials said |ast week that the
admi ni stration would insist on limting any danage awards these | awsuits ni ght
produce.



Movi ng Forward

The politically potent issue moved forward in Congress as the Wite House worked
to sl ow momentum peeling off a key House Republican as the Bush admi nistration
tries to take control of the debate.

But in the Senate, supporters picked up Republican John MCain, giving the nan
who chal | enged Bush for president a fresh issue where he can play the gnat in
Bush' s agenda.

Last week, |awrakers introduced the |atest version of the patients' bill of
rights, arguing the time has cone to send the measure to the president's desk.
"This | egislation has been debated. It's been discussed - on and on and on,'
sai d Sen. Edward Kennedy, D-Mass. "Every day we fail to pass this |egislation
famlies are being hurt.'

But a sign of just how nuch progress Denbcrats and their GOP allies have nade is
that the debate is now over how to structure |lawsuits, rather than whether

| awsuits or even a new | aw i s needed

The latest bill would send sone types of |awsuits to state courts, where jury
awar ds can be substantial, and others to federal court, where patients could win
no nmore than $5 nmillion in punitive damages.

VWi te House aides said they would prefer that nost if not all cases be directed
to federal court and would insist on | ower caps on danmges.

"W can't have a patients' bill of rights that encourages and invites all kind
of lawsuits,'' Bush said. "The ultimte effect would be to run up the cost of
busi ness. "'

He added: "I'ma little concerned about the size of the cap on punitive
danmages.'' Aides pointed to a Texas |aw, which Bush signed as governor, that

limts damages to $750, 000.

Behi nd the Scenes

Behi nd the scenes, the Wite House worked feverishly to sl ow down the neasure -
bot h because Bush worries about runaway | awsuits and because ai des fear he won't
get credit for inprovenents that nove forward wi thout his stanp of approval.
They succeeded in renmoving Rep. Charlie Norwood, a Georgia Republican who has

I ed the House fight for strong protections. Norwood pulled his nane fromthe
bill following a three-hour neeting with Wite House aides.

"I want him (Bush) to get all the credit,'' Norwood said in an interview
Tuesday. "This is going to be a George Wal ker Bush initiative that finally puts
us together, and he's going to be the one to sign it, so he ought to get all the
credit."'’

Anot her concern, Bush aides said, is that enployers thenselves could be held
Iiable for decisions nmade by health insurance conpanies. Backers say the bill is
careful to hold enployers responsible only if they participate in a coverage
decision; that's tricky |language to wite.

Bush Principl es

The White House plans to outline its principles and nake clear that Bush
supports reforns that apply to all Anericans. Senate Republicans, by contrast,
have pushed | egislation that would affect only a part of patients who are not
protected by a patchwork of state | aws.

Bush is unlikely to put out a fully devel oped plan of his own, planning to work
with legislators on their plan instead, a Wite House official said.

Wth all 50 Denocrats and a handful of Republicans on board, the legislation is
likely to pass if it cones to a vote in the Senate. Backers contend they have

t he qui et support of 60 senators, enough to force a vote, but Wite House aides
say they doubt it.

House Bi |
The House has al ready approved an even broader patients' rights bill and



probably will do so again if the matter conmes to a vote there.

An ai de to House Speaker Dennis Hastert, R-1ll., said the speaker wants to nove
ahead but will take his cues fromthe \Wite House.

Under | egislation proposed Tuesday, a federal court would deal wth questions
about how to interpret a contract, such as whether a particular benefit is
covered under the health plan. State courts woul d get nedical questions, such as
whet her a particular test was nedically necessary, or whether a treatnment was
experi nment al .

The Il egislation also gives patients easier access to emergency room care and
specialists and the right to take disputes with insurance conpanies to

i ndependent appeal s panel s.

| nsurance Ti meS: IBMRetirees Balk At Paying For Medical Benefits
February 20, 2001, Vol. XX No. 4

ENDI COTT, N. Y. (AP) - Retirees fromI|IBM are angry that the conmpany soon will
start to charge them for medical benefits.

"It was a good outfit,'' Charles Aswad told the Binghanton Press & Sun-Bulletin
The 75-year-old Aswad retired in 1987 after 22 years at the busi ness nachines
giant. "All of sudden, they're not loyal to us anynore.'

VWhat was free for Aswad and his wife will now start to cost $130 a nonth to fil
the gaps left by Medicare.
The conpany acknow edges it will begin having its retirees pay for nedica

benefits starting in March but says it nust to stay conpetitive and that it has
warned retirees about the change for years.

The issue was discussed in newsletters six nonths ago and some retirees were
mai | ed videos to explain the upcom ng change, spokesman Todd Martin told the
newspaper.

"Health care costs are on the rise,'' Mrtin said. "It's growing faster than
inflation. 1BM knew - and has continually discussed with retirees - that
continuing to provide health care coverage woul d one day nean retirees would
have to share in the costs.'

Statistics show a quarter of businesses paid for supplenental insurance for
Medi care eligible retirees in 2000, down from 40 percent in 1993.

At I1BM free health care coverage is being elinmnated for those who retired
bef ore 1993. The conpany is offering all retirees, regardl ess of when they

st opped working, five health care options, each with a different cost. p

| BM had nearly 11,000 people at its Endicott plant, near Binghanton, until it
started reducing the work force in the md 1980s. It currently enploys about
5, 500.

| nsurance Ti mesS: Average 401(K) Gew 18% To $55,500 In 1999 But Bal ances

Varied Wdely
February 20, 2001, Vol. XX No. 4

WASHI NGTON, D.C. - The average account bal ance for active 401(k) participants
grew by 18 percent in 1999, due to contributions and strong equity narket
performance, according to the |atest analysis by the nonpartisan Enpl oyee
Benefit Research Institute (EBRI) and the Investnment Conpany Institute(lCl).
However, the EBRI/ICl database- the largest of its type in the nation - also



shows wi de variation around the $55,502 average bal ance at year-end 1999.

Forty-two percent of the participants had account bal ances of |ess than
$10, 000, while 15 percent had account bal ances greater than $100, 000. This
variation can be attributed to factors such the age of 401(k) participants, how
I ong they have been at the current job, and their contribution behavior. The
nmedi an (m d-poi nt) account bal ance anbng active 401(k) participants was $15, 246
at year-end 1999. These figures represent the bal ances with the enpl oyee's
current enployer and do not include amounts |eft with previous enpl oyers or
rolled over into individual retirement accounts (IRAs).

Key findings fromthe anal ysis include:

e For all 401(k) participants in the 1999 EBRI/ICl database, three-
quarters of plan balances are invested directly or indirectly in equity
securities. Specifically, 53 percent of plan balances are invested in equity
funds, 19 percent in conpany stock, 10 percent in guaranteed investnent
contracts (A Cs), 7 percent in balanced funds, 5 percent in bond funds, 4
percent in noney funds, and 1 percent in other stable
val ue funds.

« The average account bal ance (net of plan loans) for all participants was
$55,502 at year-end 1999, which is 18 percent higher than the average account
bal ance at year-end 1998. The nedi an account bal ance was $15, 246 at year-end
1999, which is 17 percent higher than the nedian account bal ance at year-end
1998. The reported account bal ance represents retirenent assets in the 401(k)
plan at the participant's current enployer. Retirement savings held in plans at
previ ous enployers or rolled over into individual retirement accounts (lIRAs) are
not included in this analysis.

e Investnent options offered by plan sponsors influence participants' asset
all ocation. Participants in plans not offering G Cs or company stock tend to
have t he highest allocations to equity funds.

Participants in plans offering G Cs but not conpany stock have | ower
al l ocations to bond, noney, and equity funds.
e The asset allocation of participants' account bal ances varies with age.
Younger participants tend to concentrate their assets in equity fund
i nvestments, while older participants invest nmore in fixed-incone securities.
e The ratio of account balance to 1999 salary varies with salary, increasing
slightly as salary rises from $20,000 to $80,000. The ratio tends to fall a bit
for salaries greater than $80,000, |argely because of contribution and
nondi scrimnation rule constraints.

| nsurance Ti mesS: Disability Managenent Technol ogy Tracki ng Enpl oyee
Absences
February 20, 2001, Vol. XX No. 4

By Mark Hol | mer
| nsur anceTi nes

The Web will revolutionize how enpl oyers keep track of absences - known formally
as "withdrawal s fromthe narketplace" - and mnimze their occurrence in the
future.

So says M chael Scofield, a Wb-technol ogy workpl ace consul tant.

But Scofield, senior vice president of Nucleus LLP, quickly added that enployers
haven't made the conpl ete technol ogical |eap just yet.

"Qur interest has evolved fromjust deternining what's happeni ng (regarding



absences) to how it inpacts the business," he said.

"But the leap really hasn't been done yet."

Scofield spoke to nmore than 30 people at the Jan. 24 gathering of the Disability
Management Enpl oyer Coalition, Boston chapter, held at Watson Watt & Conpany's
Wel lesley Hills offices.

The forum-- the first 2001 neeting of the group -- was sponsored by Synchrony,
an integrated disability nanagenment division jointly sponsored by MetLife and
Travel ers.

Scofiel d s discussions about managi ng workpl ace disabilities and absences anpng
staff ties into the integrated disability managenent trend - which invol ves
managi ng both occupational or non-occupational injuries under the sane,
stream i ned set of rules.

According to Scofield, Wb-based technology will help supervisors share al
ki nds of data about enpl oyee absences, fromthe kind of absence to how long it
lasts, and the outcone will increase efficiency all around.

"The nost effective way to manage absences and return(s) to work is to enable
supervisors to have nore tools to manage (situations as to) why people aren't
showi ng up."

Supervi sors can answer those questions by gathering that information and pl acing
it in a central Web-based repository, Scofield said, including information such
as absences by departnent, enployee reasons for mssing work and total hours

nm ssed over a certain period.

Scofield suggested that a supervisor could gather details on absences in his or
her departnent over a period of tinme and conmpare themto other interna
departments - a process known as "internal benchmarking."

This is better than conparing absentee data with other conpanies, Scofield said,
because different |abor contracts and office rules can skewer that data.

Wth internal benchmarking, a manager can see qui ckly where absences are a
problem "and drill into this group and see (about begi nning) to isol ate what

the real problens are," Scofield said.

Different departments in a large conmpany will always experience a w de range of
absences. According to Scofield, this happens for a nunber of reasons including
geography, different attitudes toward workers conpensation, the job market,
staffing levels and different hiring practices in a division.

Q her conparisons that woul d hel p a conpany group deterni ne why absences take

pl ace, according to Scofield, include types of absences, how | ong absences | ast,
managed care plans per departnent versus access to care, and accident rates
versus short termdisability rates.

Web- based technol ogy nakes these compari sons possible and they can help drive
change and inprovenent in how conpanies are run, Scofield said.

In the end, nmanagi ng absences due to short or long-termdisability or for any

ot her reason can be inportant parts of integrated disability managenent.

And the use of metrics - standardized statistics to create comnpari sons over tine
- is also important to the practice, Scofield said, such as working with vendors
(i nsurers) who nanage a conpany's workers conpensation or disability clains.
"The thing lacking in the past is effective nmetrics for vendor nmanagenent," he
sai d. "Managi ng vendors need information in just as tinely a fashion" as

wor kpl ace supervisors do

Conpani es can even go further in their disability data collection by conpiling
di sabi lity/ absences al ongsi de business results, Scofield said.

Looki ng at both sets of data together can reveal many details, Scofield said,

i ncluding the relationship between enpl oyee satisfaction and productivity.

After all, he said, issues that affect enployee productivity could also affect
absences.

In many cases, he said, people who |ike working have the shortest |evels of
disability or absences, and the reverse can be true for people dissatisfied with
their work environnents.



"Al'l of this seens intuitive," he said, "but unless you can show supervisors the
data" it can be hard to communicate that point.

Scofield rem nds people that these conparisons weren't possible in the past.

But times, he said, are changing.

"The technology to do this hasn't existed in a cost-effective way until now, " he
sai d.

| nsurance Ti mesS: Getting Managenent |Involved Early In Return-To-Wrk
Efforts
February 20, 2001, Vol. XX No. 4

VWhen enpl oyees claimshort- or long-termdisability, their bosses often stay
out of the effort to bring the individual back to work - |eaving the insurance
conpany and others to fill the void.

A far better approach can involve something as sinple as taking an enpl oyee
aside to listen privately to a problemor concern, says a |ocal expert.

That's part of a newer concept involving early intervention and coll aboration
bet ween | abor and nanagenent to return an enpl oyee to work

W Iliam Shaw, a researcher for Liberty Mitual Group's Center for Disability
Research in Hopkinton, Mass., spoke about early intervention during a Jan. 24
gat hering of the Disability Management Enpl oyer Coalition, Boston chapter, held
at Watson Watt & Co.'s Wellesley, Mass. offices.

In short, enployers nmay be nore successful working closely with their enpl oyees
early on, Shaw said, in finding out why they're out of work and what would
create a better environment receptive to their speedy return.

Hi s presentation, "The Role of Cccupational Health Psychology in Return to Work
Initiatives," sunmarized sonme various approaches being tested that would invol ve
active invol venment by nmanagenent and hopefully reduce short- and | ong-term

di sability.

Traditionally, Shaw said, enployers give up control of the process, and don't
conmuni cate directly with enpl oyees about their injuries - the other parts of

t he bureaucracy including physicians, case nanagers and insurance conpanies tend
to handl e the | oad.

To cut through this barrier, Shaw said, it's inportant to |earn the psychol ogy
of why enploys return or don't return to work.

About 624 mllion work days were lost in 1994, Shaw said, with workers
conpensation issues filling up half of the |ost days.
And about half of those who return to work feel linited in what they're capable

of doi ng, he said.

Based on various studies, Shaw said a new nodel of approaching disability should
i nvol ve col | aboration between injured workers and managenent, as well as nedica
personnel involved in the enpl oyee's case.

Shaw argues that this nethod addresses a nmmjor issue: that workers don't
necessarily go back to work because they "feel separated" fromtheir own
recovery process.

"Enpl oyers tend to blame workers for (the problem, on psychol ogi cal issues,"” or
other matters, Shaw said.

The solution, Shaw said, is to take a problemsolving role in hel ping an

enpl oyee recover and return to work

Shaw cal l ed the concept "integrated case nanagement," where you put workers in
the driver's seat and hel p them devel op their own solutions, whether its
treatment for depression or anxiety or another medical issue.
Long-termdisability can also be mnimzed, Shaw said, if supervisors respond



early to an enployee's injury or problem

Managers who |isten and respond better to enpl oyees' concerns can be a good step

toward preventing or inproving how disability clains are handl ed, Shaw sai d.
Mar k Hol I mer

| nsur ance Ti nes: NY Court Denies Insurer's Bid For $74.6M From Bl ues
February 20, 2001, Vol. XX No. 4

ALBANY, N. Y. (AP) - A state judge recently rejected an attenpt to get Blue Cross
and Blue Shield plans in New York to pay an extra $74.6 mllion for nedical

mal practi ce i nsurance coverage for some doctors and dentists.

State Supreme Court Justice Bernard Malone Jr. decided in Al bany that several
mal practice insurers failed to show that they had | egal standing to bring the
cl ai m agai nst the Blue Cross pl ans.

Even if the insurers did, Ml one said they had not denonstrated how forcing the
extra paynents fromthe Blue Cross plans would further the purpose of the | aw
whi ch created the assessnents for the insurance coverage: to | ower the cost of
health care in New York state.

"Those paynments would in some nmanner be passed along to health care consuners, '’
Mal one sai d.

The di spute concerns a systemthe state Legislature and fornmer Gov. Mario Cuonp
set up in 1985 and 1986, when there were fears that rising nmedical malpractice

i nsurance preniuns would drive sone doctors and dentists out of the state.

A pool of money was devel oped through a $170 million-a-year charge on health

i nsurance providers. Eventually, about $2 billion was accunulated in the "excess
medi cal mal practice'' fund, even though Mal one noted that by the end of 1996,
only $1 mllion had been paid out fromthe fund to cover clains from

underinsured doctors and dentists.

Twi ce, however, the governor and state Legislature raided the fund for a tota

of $1 billion to help bal ance the state budget.

Assessnents for the fund were stopped in July 1, 1997, and it has becone self-
sust ai ni ng.

Mal practice insurers argued in the case before Ml one that the Blue Cross and
Blue Shield plans had failed to nmake all their required contributions to the
fund, a charge the health provider denied.

A spokesnman for the state Conference of Blue Cross and Blue Shield Pl ans,
CGeoffrey Taylor, called Malone's ruling a "great victory'' for New Yorkers

i nsured through Blue Cross pl ans.

The intent of the excess nedical malpractice fund was to prevent qualified
doctors and | awers from | eaving New York because they could not get mal practice
i nsurance, Taylor said, "not to create profits for excess mal practice

carriers.'

A spokesnman for the lead plaintiff in the case, the HANYS I nsurance Co., was not
avai |l able to conment.

| nsurance TiI NMBS: D Alessandro To Assume Chai rmanshi p When Brown Retires
In May At John Hancock; |1SO Nanes Two For International Markets; Van Aartrijk
El ect ed NCEF Chai r man
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John Hancock

Stephen L. Brown will retire as chairman of John Hancock Fi nancial Services,
Inc. in May. David F. D Al essandro, current president and chief executive
officer, will become chairman upon Brown's retiremnent.

Brown has been with John Hancock for 43 years. He becane president in 1987 and
subsequently served as chief executive officer and chai rnan

Si nce 1987, when Brown becane president, John Hancock's assets under nanagenent
have grown nmore than 270 percent. During that same time, the company's operating
i ncone grew from near break-even point to a record $570 mllion as of Septenber
30, 2000. The conpany al so exited a nunber of non-core businesses, focused on
its nmore profitable and growmh-oriented life insurance and investnent |ines, and
enhanced its investment nmanagenent expertise.

Per haps the greatest challenge was the conpany's recent demutualization and
initial public offering.

"The 1 PO was the greatest challenge faced by our conpany in its 139-year
history," said D Al essandro. "Steve agreed to | ead us through that chall enge and
see through our first year as a stock conpany. W've cone through that
transition with high grades and a solid stock performance."

| nsurance Services Ofice

I nsurance Services Ofice, Inc. (1SO has named two new vice presidents to
advance strategic acquisitions and strengthen the conpany's expansion into
i nternational markets.

Mark Anquillare has been pronoted to the new position of vice president -
strategic finance. Christopher J. Cron has joined | SO as vice president -

i nternational

Anquillare will focus on strategic acquisitions and investnents for 1SO s

expansi on.

Cron, nost recently nmanaging director - Asia for Reliance National Insurance
Co., will be responsible for devel oping international narket opportunities for
| SO

Until his pronotion, Anquillare served as assistant vice president - financia
systens and management reporting.

Cron managed Reliance's operations in Australia, Japan, India and China. He has
nore than 25 years of international experience.

MassMut ua

MassMut ual Fi nancial G oup's conmunity rel ations executive in Hartford has been
presented with a distinguished | eadership award by the National Eagle Leadership
Institute, a nationw de executive devel opment organi zation for African-Anerican
and Hi spani c-Latino professionals. Ronald A Copes, vice president of conmunity
rel ations, was selected to receive the 2000 Eagl e Award from anbng nore than 100
busi ness | eaders throughout the U. S

Di stingui shed Prograns

Carla Vel and Judy Sigel have been nanmed co-chief executive officers and co-
presidents of Distinguished Prograns |nsurance Brokerage and Di stingui shed
Programs Ri sk Managenment in New York. Sigel and Vel will report to Andrew

Pot ash, who is relinquishing his role as president and CEO to focus on

acqui sitions and the running of the conpany's reinsurer, Saranac |nsurance Co..
Di stingui shed Prograns devel ops group prograns for snmall business.

Sage Life

Nancy F. Brunetti has been appointed by Sage | nsurance G oup, Inc. of Stanford,
Conn., as executive vice president and chief admnistrative officer. Brunett

will oversee the systens and operations for U S. and offshore variable annuities
and variable |ife products.



Chubb Executive Risk

Debra A. Pal ermino has joined Sinmsbury, Conn.-based Chubb Executive Risk, Inc.
a subsidiary of The Chubb Corp., as director of human resources and a nenber of
the executive comrittee, reporting directly to Ralph E. Jones II1l, chief
executive officer. Prior to joining Chubb, Palermi no was with Aetna, Inc., where
she held a wide variety of donestic and international positions over a 20-year
career.

NCEF

Peter van Aartrijk Jr., CIC, a 20-year veteran of insurance industry

comuni cations, has been el ected chai rman of the board of directors of the
Nat i onal Consumer Educati on Foundation (NCEF), based in Chel sea, Mass.

NCEF supports comruni cation efforts to inprove consuner understandi ng of

i nsurance issues. A major focus is supporting a nationally syndicated radio
program the programis hosted by NCEF President WlliamE. Bailey, CPCU, J.D
The program "It's Your Mney," is carried live on 700 stations.

The NCEF Board al so el ected two new nmenbers: Paul Barrios, president of the
Latin Anerican Association of |nsurance Agencies, and president of C overl eaf

I nsurance Brokers, Mam ; Edward S. Rice, Jr., president and CEO of Sable

I nsurance Co., San Franci sco.

van Aartrijk is CEO and nanagi ng director of The van Aartrijk Goup LLC a
Springfield, Virginia-based insurance brandi ng and nmarketing comuni cations
firm He is former vice president of comunications of the Independent I|nsurance
Agents of Aneri ca.

O her nenmbers of the NCEF Board include Wallace P. Barlow, Jr., a Dallas
attorney who serves as general counsel; Robert Bischoff, fornmer senior vice
president of State Farm W IIliam Boone, former vice president of Allstate; Larry
Forrester, president of the National Association of Miutual Insurance Comnpani es;
Gregory Ceorgieff, senior vice president and managi ng director of Chubb

I nsurance; Eric Hall, vice president, Rough Notes Co.; Jack Roberts, marketing
consultant; WlliamSirola, public affairs nmanager, State Farm | nsurance Co.;
Al ex Soto, chairman of the Branding Task Force of the |ndependent I|nsurance
Agents of Anerica, and president of InSource, Inc.; Philip Stichter, president
of The Giffith Foundation for Insurance Education; and Thonas Tate, vice

presi dent of Advest, Inc. in Boston

| nsurance Ti MBS: North Anerican Elite
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February 6, 2001

North Anerican Elite

I nsurance Conpany

650 Elm Street, 6th floor
Manchester, NH 03101- 2524

The above conmpany has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact 1- Fire. 2A Ccean & I nland Mari ne,
4 Fidelity & Surety, 5A Boiler, Fly Weel Machinery Expl osion, 6E Wrkers Conp,
6F Liability other than Auto, 6A Accident -All Kinds, 6B Health Al Kinds, 6G
Auto Liability, 7 dass, 8 Water Damage and Sprinkl er Leakage, 9 El evator
Property Danmage, and Collision, 10 Credit, 12 Burglary. Theft, Robbery, Forgery,



Larceny, 13 Livestock, 17 Repair Replacenent, 19 Legal Services, 54C

Conpr ehensi ve Motor Vehicle, 54D Personal Property Floater, 54E Dwelling, 54F
Conmer ci al Property insurance in the Comronweal 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
Division by personal letter to the Conmm ssioner of Insurance, One South Station
Bost on, Massachusetts 02110 Attn: Financial Surveillance and Conpany Licensing,
within 14 days of the date of this notice.

| nsurance Ti MeS: Mnnesota Lawers Mitual |nsurance Company
February 20, 2001, Vol. XX No. 4

February 6, 2001

M nnesota Lawyers Mitual | nsurance Conpany
90 South 7th Street, Suite 3850
M nneapol is, M 55402

The above conmpany has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact Liability insurance in the
Conmonweal 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
Division by personal letter to the Conmm ssioner of Insurance, One South Station
Bost on, Massachusetts 02110 Attn: Financial Surveillance and Company Licensing,
within 14 days of the date of this notice.

| nsurance Ti meS: The Doctors' Conpany
February 20, 2001, Vol. XX No. 4

February 20, 2001

The Doctors' Conpany,

an | nterinsurance Exchange

185 Greenwood Rd.

Mapa, CA 94558- 0900

The above conpany has nade application to the Division of Insurance for a
license/Certificate of Authority to transact liability other than auto i nsurance
in the Commobnweal t h.

Any person having any information regardi ng the conpany which relates to its
suitability for a license. Certificate of Authority is asked to notify the
Division by personal letter to the Conmm ssioner of Insurance, One South Station
Bost on, Massachusetts 02110 Attn: Financial Surveillance and Conpany Licensing,
within 14 days of the date of this notice.

| nsurance Ti mesS: American Risk Funding
February 20, 2001, Vol. XX No. 4



February 20, 2001

Ameri can Ri sk Fundi ng

I nsurance Conpany

12222 Merit Drive, Suite 1660

Dal | as, TX 75251

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

Any person having any informati on regardi ng the conpany which relates to its
suitability for a license/ Certificate of Authority is asked to notify the
Division by personal letter to the Conm ssioner of Insurance, One South Station
Bost on, Massachusetts 02110 Attn: Financial Surveillance and Company Licensing,
within 14 days of the date of this notice.

| nsurance Ti MBS: SAFECO Surpl us
February 20, 2001, Vol. XX No. 4

February 6, 2001

SAFECO Sur pl us

Li nes | nsurance Conpany

SAFECO Pl aza

Seattle, WA 98185-0001

The above conpany has nade application to the Division of Insurance for
aut horization as a Surplus Lines Conpany under section 168, Chapter 175
Massachusetts General Laws.

Any person having any informati on regardi ng the conpany which relates to its
suitability for a such authorization is asked to notify the Division by persona
letter to the Comm ssioner of |Insurance, One South Station, Boston
Massachusetts 02110 Attn: Financial Surveillance and Company Licensing, wthin
14 days of the date of this notice.

| nsurance Ti nMeS: Allstate's Profits On Rise As Court Battle Wth Agents

Loons
February 20, 2001, Vol. XX No. 4

by Dave Carpenter
Associ at ed Press

CHI CAGO - Allstate Corp., the nation's No. 2 property-casualty insurer, saw
fourth-quarter profits rise 29 percent as it nears the mdway point of a cost-
savi ng reorgani zation shifting it away from agents and toward the Internet.
The gains in part reflect early success for Allstate' s expansion beyond
traditional life insurance into financial and investnent products - a strategy
pegged to changing U. S. denobgraphics.

The conpany said growh in both its nmain auto and hone i nsurance busi ness and
its fast-growing financial unit enabled it to offset declining revenues from
prem umns.

The insurer, however, faces the prospect of a |l egal battle over the conversion



of its 15,000-nmenber sales force to independent contractors. A breakdown in
tal ks aimed at resolving a discrimnation conplaint by 6,500 agents and for ner
agents is expected to send the dispute to court.

Net earnings for the quarter were $547 million, or 74 cents a share, up from
$425 million, or 54 cents a share, a year earlier

Beat V&l | Street

Excl udi ng the inpact of significant restructuring and acquisition charges in
both years, operating inconme rose 12 percent to $589 mllion or 80 cents a
share. That beat WAll Street's estimate of 72 cents a share, as based on a
survey by analysts by First Call/Thonson Fi nanci al

Revenues rose 3 percent to $7.22 billion from$7.01 billion, although revenue
fromproperty-casualty premuns fell 2 percent to $5.3 billion

All state shares rose 78 cents to close at $40.82 on the New York Stock Exchange
The conpany's stock has nore than doubled since hitting a five-year |ow of
$17.19 last March but is still trading below where it was three years ago.

Anal yst Steve Musser said the conpany's financial unit _ recently renaned
Allstate Financial, fromAllIstate Life Goup of Conpanies _ is driving the
conpany's grow h.

"They're attacking the financial planning and financial services areas, and
that's working well for them'' said Miusser, of St. Louis-based A G Edwards and
Sons. "The market's growi ng nuch better than the property-casualty business. The
denogr aphics are in favor of it."'

Edward Li ddy, the Northbrook, IIl.-based insurer's chairman, president and chi ef
executive, said the quarter showed positive results fromstrategic initiatives
to inprove the profitability of the property-liability business.

He said the restructuring, which is expected to be conpleted in early 2002, is
"“on plan and on budget.'

Allstate's goal is to shift 20 percent of its sales to the Internet within five
years - challenging direct marketers such as Geico - and cut annua

admi nistrative costs by $600 mllion

Under the restructuring, first announced in 1999, 4,000 non-agent positions were
elimnated and the sales force was reduced by 2,000 to the current 13,000

i ndependent contractor agents.

I nternet Sal es

Custonmers can now buy insurance over the tel ephone or, in 15 states, through the
Internet, elimnating the need to go through agents. But agents clained in a
conplaint that Allstate violated federal statutes by requiring those who w shed
to either becone independent agents or receive enhanced severance benefits to

pl edge not to sue.

Allstate confirmed that tal ks ained at settling the conplaint have failed - an

i npasse that could | ead the Equal Enmpl oynment Opportunity Commi ssion to take the
i nsurer to court.

A spokesnman for the EEOC, which is barred fromtal ki ng about cases not in
litigation, declined coment.

Al | state spokesman M ke Trevino noted that the conplaint was filed by 300 agents
and forner agents, a small proportion of its work force.

However, it was filed on behalf of all 6,500 ex-Allstate agents who did not
becone i ndependent contractors.

Allstate is the nation's largest publicly held insurance conpany and No. 2
overal|l behind State Farm

For the year, net income dropped 19 percent to $2.21 billion, or $2.95 a share,
down from $2.72 billion, or $3.38 billion in 1999. Revenues rose 8 percent to
$29.1 billion from $26.96 billion



| nsurance Ti mes: Pendi ng Federal Regul ations Cost Concern For Insurers
February 20, 2001, Vol. XX No. 4

by Mark Hol | mer
| nsuranceTi nes

VWil e sone state refornms have been nore than wel cone, insurers may face

unwel cone costs stemm ng from new and pendi ng federal regulations.

So says industry attorney Ed Donahue, who predicts federal consuner privacy
regul ati ons and OSHA standards could add unnecessarily to an insurer's price
tag.

" The series of changes are going to create a scheme of regul ations that

wi Il make what we fought to get out fromunder (look) not so bad," said Donahue,
an attorney with Mrrison, Mahoney & MIler in Boston

Donahue was the featured speaker at the Feb. 8 neeting of the CPCU Society, held
at the Holiday Inn in Randol ph.

Donahue, a veteran industry |obbyist, said that many changes over the | ast
several years have been good. The positives, he said, include the focus on
deregul ation of rate formfilings at state and national |evels, agent |icense
uniformty and speed-to-narket reforns.

But, Donahue said, sone |egislative or regulatory changes could add unnecessary
expense to the industry.

And consumer and medi cal privacy standards, he said, could be "the greatest
cost" to the industry.

The federal Gramm Leach-Bliley Act , which allowed insurers and banks to get
into each others' businesses, requires states to establish uniform privacy

policies by July 1. Federal standards will kick in if states don't neet the
deadl i ne.

As a result, regulations nust be carefully crafted, Donahue said. Privacy

regul ations could affect commercial |ines transactions, for exanple, depending
how any standardi zed rul es and regul ati ons change the adm ni stration and paynent
process.

"Nobody is against privacy," Donahue said. "The issue is how efficient the
process is done, and what kind of regulatory burden is placed" on insurers.

For exanpl e, Donahue said, costs could clinb if privacy regul ati ons keep a

clains adjuster fromgetting access to nedi cal records after an accident.
Donahue said he's al so concerned by the publishing of new federal standards

fromthe Cccupational Safety and Heal th Adm nistration, signed in the waning

days of President Clinton's adm nistration

Schedul ed to kick in this October (but put on hold by President George W Bush),

t he new standards are tough enough to "threaten the state-based worker
conpensati on system" Donahue sai d.

The federal regul ations, Donahue said, are far-reaching but general. For
exanpl e, he said, the new federal injury standard would allow 100 percent
disability for three nonths.

The federal standard, Donahue said, is "vague enough, open enough and expansive
enough to be potentially uninsurable."



