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Imagi ne the ability to file every paper electronically, offer 24-hour Wb access
and sell insurance conpletely online for custoners who wanted the servi ce.
Those el enents, industry insiders say, are essential ingredients of the e-
conmer ce i nsurance agency of the future.
The insurance industry, however, is a conservative bunch

Bei ng abl e to conduct business electronically my seemlike a quantum | eap
that's too costly to make, or at |east years in future.
Yes, technol ogy doesn't come cheap, those experts adnmit, but the junp into a
technol ogy-friendly future filled with electronic commerce opportunities isn't

i mpossi bl e.
"There are a |l ot of exciting opportunities out there if you allow yourself to
get past your own fear," says Ed Hi ggins, the owner of Thousand I|slands Agency
in Clayton, N Y., which he's made ready to handl e many e-comerce functions.
And junping into e-conmerce doesn't mean abandoni ng the crucial person-to-person
contact independent agents have relied on for years.
"What agents want to be is a professional advice portal," said Madel yn
Fl annagan, vice president of education and research for the I|Independent

I nsurance Agents of Anerica.
"They want to have face-to-face contact with the consuner and not (offer a)

blind Wb site where you buy online. Wat an agent is about," she said, "is
choi ce and professional advice ... not just putting an electronic face on an
agency. "

The actual e-comrerce conclusion, where a customer can buy and pay for a policy
online, and use an electronic signature to close the deal, isn't up to speed

yet. That's because el ectronic signatures have only recently gained | egislative
approval .

Still, an agency noving ahead in an e-comerce direction does require a nunber
of high-tech tools, Flannagan said.

The goal for e-conmerce-ready agencies, she said, is to have a systemthat

all ows online quoting and customer service in addition to face-to-face human
cont act .

Specifically, this means addi ng an agency conputer systemwould allow client
records to be stored online.

Client information could be password protected but Web-enabl ed so custoners
could log in, check to see if they paid their insurance or tinker with coverage
- essentially managing their accounts from honme through the agency system
Records can be placed online through a nunber of computer systens and

software, Flannagan said, including AMS, Applied and Ebi x.

24- Hour Access

Agents shoul d al so becone accessi bl e 24-hours a day, she said, either through a
live customer service call center or online version, both of which could handle
general clains service or coverage questions.

Billing inquiries, she said, should al so be possible through the Internet or a
phone call.

Mark Parrish, a forner independent agent in New Ol eans, is now an agency
technol ogy consultant and CEO of Ajasent, an application service provider in
Loui siana that uses its data center to host agency software applications.

The servicing aspect of e-comrerce, he said, is going to be rmuch harder to build



than the e-comerce piece allowi ng conpletion of a sale online.

For starters, however, Parrish recommends that agencies have a Wb presence or
Web page that provides information but also allows customers to obtain quotes on
pol i ci es.

He said he doesn't expect online purchasing and selling of insurance through
agencies to be "heavily used" right now, but "the conponent still needs to be

t here.

Parrish said agencies can save tine and noney buy subscribing to Wb services

t hat of fer businesses Internet e-conmerce capabilities through outsourcing of
technol ogy, rather than building a systemthenselves fromscratch

Keith Savino is president of Insurehelp.com a virtual e-comrerce agency based
in Warwick, N Y. He said agencies trying to build their e-conmerce business
shoul d have cl ear |anguage and layout on their Wb sites telling what a consuner
can expect, from product inquiry to quotes and the ability (or lack of ability)
to purchase online.

Custonmers shoul d be given non-e-commerce options, too, he said, because they nay
want to conduct business online but should al so have the chance to speak to an
agency representative or emil instead.

"Be prepared to handle all of those ways," he said.

Savi no warns that agents should bal ance technology with traditional service
whi | e pl owi ng ahead with e-comrerce.

"Don't alienate yourself fromthe custonmer, but on the other hand, don't sit
back and say the Wb thing is a fad and it's going to pass,” he said.

Agenci es shoul d al so have realistic expectations about addi ng technol ogy for e-
comer ce busi ness.

"I'f you build it they won't cone," he said. "The rule is content, and if you
don't have good content on the site, there's nothing exciting or sexy about

i nsurance that's just going to nake them cone."

Online Extras

Online extras that would hel p, Savino said, include service options |ike

of fering commercial clainms forns and certificates online.

Mul ti pl e vendors can al so hel p an agency naxinm ze its e-comerce needs, he said.
Hi ggi ns, who added electronic files and will also |aunch a 24-hour online
service, said the switch to e-conmerce capacity is possible if you prioritize
and create a long-termplan to reach your goals.

Spendi ng a | ot on technol ogy nakes sense, he said, as long as you "nake sure
that you're realizing maxi mumutilization

"That means that every function that is available in an agency managenent system
is being used to create a nore efficient workflow " he said.

| nsurance Ti meS: |11AA study clains agency system faci ng best opportunity
i n decades
April 3, 2001, Vol. XX No. 7

Agency systemin renai ssance, grow ng share of PC narketpl ace

A new study by the Independent Insurance Agents of America (I1AA) finds a

renai ssance in the appeal and effectiveness of the independent agency systemis
underway --a rebirth that Paul A. Equale, |IAA chief executive officer

mai ntains is helping to grow market share for agents and their conpani es and
portends well for the future.



The concl usion of the study --The |Independent Agency System A Tinme of G eat
Opportunity-- is that agents, brokers and agency conpani es have their best
opportunity in decades to increase their portion of the total property-casualty
mar ket . Based on data provided by A M Best, the Il AA study conpares 1999
expenses and nar ket -share changes of agency insurers and conpani es in other

di stribution systens.

In personal lines, the agency systenmis nmarket share grew by nore than $20
billion during the period covering 1997-1999. In personal auto in particular

the gains realized each year were 0.8 percent in 1999, 0.3 percent in 1998 and
0.4 percent in 1997, resulting in nore than $5 billion in new premumwitten by

agents and agency conpani es. These gains cane at the expense of captive-agency
conpani es, which lost 2.2 percent in auto nmarket share over the three-year
period. Other gains went to direct-witer conpanies.

"This market-share growh is solid proof that independent agents and their
conpany partners can and are succeeding in the highly conpetitive personal |ines
mar ket pl ace against direct-witer and captive-agency insurers," says Equale. "W
bel i eve that agency diversification into personal lines will continue to nake
em nent sense in the future and be a new profit source for both agents and
conpani es. "

Overal |, independent agents and brokers currently wite about 34.2 percent of
the $153 billion personal |ines market place, the Il AA study finds.

Wil e the agency systens realized growth in total comrercial |ine prem uns over
the three-year period covering 1997-1999, its share of the marketplace dropped
by 3.5 percent. Miuch of this market-share change can be attributed to an A M
Best decision to include state workers conpensation funds in the comercia
lines figures. For exanple, the California State Conmpensation fund ($1.24
billion in premium was classified in the captive-agency witer category even
though it wites approximtely half of its business through i ndependent agents
and brokers. Fromthe 1999 A'M Best nunbers |1 AA determni ned that independent
agents and brokers wite nearly three-quarters--74.2 percent--of commercia
pol i ci es.

"Even with this | oss of market share, the position of independent agents and
brokers in the comercial market is dom nant," says Equal e.

Turning to conmpany expense ratios in the personal |ines nmarketplace, the IIAA
study found that there continues to be a wide disparity in the efficiency of the
conpani es within each distribution category. In private passenger auto, severa
regi onal and national agency witers were able to provide insurance as
efficiently as other conpani es, achieving operating ratios that beat some of the
maj or direct-response witers. National conpany CGUJ Group's 29.21 operating
rati o and regional witer Auto-Omers Goup's 29.29 was better than all sanpled
direct witers and bested by only two captive-agent conpani es. The study found
simlar operating ratio results in the delivery of honeowners and comerci a

i nsurance protection.

"This is highly significant because it proves agency compani es can surpass
direct-writer and captive-agent conpanies and get very close to others,"
stresses Equale. "It also proves that independent agency conpani es can be just
as efficient as a direct-witer conpany and still offer the val ue-added advice
and advocacy of a | ocal independent insurance agent.

"This |1 AA study shows that today's independent agencies are much stronger

busi ness organi zati ons and have an unprecedented opportunity to grow their

mar ket share in personal and conmercial lines. Mergers and acquisitions, use of
new t echnol ogy, and agent use of Best Practices tools to inprove agency
management and processes have all strengthened the independent agency system"”
says Equal e.

"A renai ssance of the agency systemis very much underway and Il AA is conmitted
to doing everything it can to help its menbers reach their full potential in
this new and exciting environment," concl udes Equal e.



| nsurance Ti meS: Ny court ruling clarifies E&O liability for insurance

agents
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Agents found not 'professionals'in negligence clains
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In aruling reaffirm ng that New York agents and brokers are not to be held to

the standard of care of professionals, the New York Court of Appeals has

clarified that a three-year statute of linmtations applies to agents and brokers

facing a negligence action.

The deci sion al so nmeans, however, that agents and brokers will continue to face

a six-year statute of limtation on breach of contract clains.

In a witten opinion, the court reaffirned its |andmark decision in Mirphy v.
Kuhn, which held that while an insurance agent has a common |aw duty to a client

to obtain coverage, there is generally no continuing duty to guide or advise as
in the case of professional relationship. The court deci ded agai nst raising the

standard of care owed by agents and brokers to the professional |evel.

Lawers fromLustig & Brown, the law firmrepresenting four defendants in the

four separate cases involved in the appeal, had argued that a three-year statute

of limtations should apply.

James Keidel, nmanaging partner of the firms New York office, said his firm
based its argument on a 1996 state |law that establishes a three-year statute of
limtations for non-nedical mal practice, but doesn't specify specific
professions to which it applies. Prior to 1996, earlier court decisions

est abl i shed that both breach of contract and negligence clainms agai nst New York

agents or brokers were valid under a six-year statute of linitations.

Kei del said the 14-page decision, issued March 22, is "very, very inportant"” for
i nsurance agents, though he al so acknow edged the m xed nature of the result.
"Basically we got sone of what we wanted," he said. "W're disappointed that

the New York Court of Appeals didn't recognize insurance agents and brokers as
prof essi onal s" - a requirenent needed under the 1996 statute.

At the same tinme, Keidel said, his firmis pleased that the Court of Appeals, in
its decision, affirnmed its earlier decision in Mirphy vs. Kuhn

The Court of Appeals based its decision on two | ead cases: Chase Scientific
Research vs. the NIA Goup, and CGugliotta vs. Apoll o Rol and Brokerage. Two ot her
cases also came into play as a third party action in the case: Santiago vs. 1370
Br oadway, and Herbert Construction Co. vs. Essential Coverage Corp

Ri chard Poppa, CEO of the Independent |nsurance Agents Associati on of New York

said his association is "disappointed that the court doesn't recogni ze the

prof essi onal nature of the way insurance agents do their business."

But Poppa said the nove that clarified when six-or three-year statutes of
[imtations apply to agents in breach of contract and negligence clainms was
"positive."

The New York Court of Appeals is one of the nost significant in the country,
Poppa sai d, adding that he expects the decision's inmpact to be felt in other

st ates.

"You'll see other courts |ooking to New York and drawi ng the same distinction,"
he said.



In addition, Keidel said, his firmis happy the Court of Appeals rejected the
plaintiff's argument to apply the continuous treatnment doctrine to agents. This
woul d be sinmilar to medical malpractice, where a statute of limtations can be
extended if there's a continuing relationship between parties.

The Court of Appeals decision resolves conflicting decisions nade in |ower-|eve
appeal s court actions.

| nsurance Ti mesS: Boston Gty Council gets into Liberty hol di ng conmpany
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BOSTON - Boston City councilors have junped into the fray over Liberty Mitual's
drive to change its corporate status.

About 15 people - nostly consuner and industry |obbyists and a few city
officials - attended a March 23 hearing called by the City Council's Committee
on Banking and Investnment to address the issue.

Bef ore begi nning the hearing, Councilors Chuck Turner and M chael Ross addressed
criticisms that they were overreaching their responsibility by taking part in
the debate.

"There are a nunber of residents in the state and city whose interests are being
af fected by this business change," Turner said.

Added Ross: "We constantly deal with issues that may or may not be in the direct
purvi ew'

Li berty Mutual is applying under a 1998 state |law to change its corporate status
to a mutual hol ding conpany. This, Liberty nanagenent argues, will allowit to
better conpete internationally.

The new corporate structure would keep Liberty fromselling nmore than 49 percent
of its stock and it would also maintain rmutuality. Opponents say the result
woul d create a conflict of interest between policyhol ders and sharehol ders.
Opponent s have al so argued that Liberty should consider denutualizing instead,
because then policyholders could benefit fromthe distribution of the conmpany's
sur pl us.

The conmittee invited both Liberty Mitual and Division of Insurance
representatives to attend but both sent letters declining, which Commttee

Chai rman Brian Honan read into the record.

Chri st opher Mansfield, senior vice president and general counsel to Liberty
Mutual , wrote Honan that it would be "inappropriate" for Liberty to testify
while the DO deliberates on its application

"Once the Division has concluded its statutory responsibilities, we would be
happy to neet with the Council," Mansfield wote.

DA Commi ssioner Linda Ruthardt, in her March 20 letter to Honan, said she
couldn't appear because she will preside over the mutual hol di ng conpany hearing
for Liberty.

In the short term Ruthardt said, she's recused herself fromthe process now
underway at the DO "in order to maintain my objectivity and avoid even the
appear ance of bias or prejudgnment on this matter."

The DO, neanwhile, has brought in "advisors" to review Liberty's application
and the departnment is also hashing out howit will hold the hearing itself.

In the absence of Ruthardt or Liberty officials, consunmer and industry |obbyists



supplied the bulk of the testinony.

Nat hani el Orenstein of the Center for Insurance Research told councilors they
shoul d take a critical |ook at Liberty's mutual hol di ng conpany application
because t he Boston-based conpany "is a large and influential player."

Li berty insures about 25,000 Boston drivers and 5,000 honeowners, Orenstein
sai d, though he admtted the policies wouldn't change under a nutual hol ding
conpany.

Consumer attorney Jason Adkins, who founded CIR, said the rmutual hol di ng conpany
process was recently rejected in New York and only reached | egislative approva
in Massachusetts after "the bill slipped through.”

(Liberty officials, in previous interviews, have cited the Massachusetts

| egi sl ature's wi de-scal e approval of the bill as reason to pl ow ahead.)

Adki ns said a mutual hol ding conpany woul d | eave Liberty's managenent
"accountable to no one." Adkins also accused the DO and Liberty of hol ding
secret neetings to hash out a "pre-approved" agreenent for the nutual hol ding
conpany pl an.

He said the action isn't nmuch different than secrecy in the former Soviet Union
"which is a disgrace."

DA spokesman Chri stopher Goetcheus, asked to respond, said "it is really
ludicrous to talk about this as if it were a clandestine operation ... the | aw
allows for the conm ssioner to hire consultants to review the plan ... the
statute allows for this type of exam nation nuch the same way i nsurance |aw
provi des for (nonpublic) financial exam nations of our |icensees.

The DO will hold a public hearing when that process is done, Coetcheus said.
Frank O Brien, regional manager of the Alliance of Anerican Insurers, defended
Li berty Mutual's mutual hol di ng conpany pl an.

"There is nothing within this company's mutual hol ding conpany plan ... that
wi Il cause current policyholders to | ose insurance coverage or other rights that
t hey enjoy as custoners ...

"The fact is that the nutual hol ding conpany structure will allow Liberty

Mut ual , and ot her insurers, optional access to capital that can spur growth and
i ncrease the conpany's overall value to its policyhol ders.™

Early in the hearing, Richard L' Europa, director of risk nanagenment for the
Bost on Housing Authority, and Dennis Di Marzio, the city's chief operating

of ficer, testified about Liberty's business with city departnents.

"L'Europa said Liberty Mutual offers a workers conpensation policy for the BHA
that woul d not be affected by conversion to a mutual hol di ng conpany, in part
because the business is "tightly" regulated in Massachusetts.

DeMar zi 0 agr eed.

As a Liberty Mitual policyholder hinself, DeMarzi o said he has "no great
concern" about the change, and he "doesn't see that at the nonent," Liberty

Mut ual is doing anything we should be concerned about."

He said the city would remain neutral in Liberty's drive "to reorganize itself"
and "let the regulatory authority do its job."

| nsurance Ti MBS: Local agencies not afraid to tackle chall enges of e-
comrer ce
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For Ed Higgins, the future is now.

Hi ggi ns, the owner of the Thousand |slands Agency in Clayton, NY, spent the

| ast three years and nore than $60,000 putting a | ong-range strategic technol ogy
plan into action.

Hi ggi ns, 55, says he made the investnent largely to increase efficiency. But he
is also trying to reposition his agency as high-tech-savvy and ready to dive
into the e-conmerce age.

"I'f you want to play in the new marketpl ace you need to be able to play. The
ones who get there soonest are going to have the best tinme and make the nost
noney, " Hi ggi ns says.

He adds: "The ones who stay behind are going to watch their custoners nigrate to
t hose who went there."

El ectronic, or e-commerce in its narrowest sense refers to a business
transaction online. It's a concept that independent agents |ike Hi ggins are
gradual | y beginning to confront.

Agents who have junped in, however, are making the biggest progress in the

br oader sense of e-comrerce, using the | atest technology to sharpen their
customer service or inprove the conveni ence of shopping for or changing

cover age.

At the sanme time, however, agents interviewed for this story add that the

t echnol ogi cal advances go hand in hand with the traditional face-to-face

i nteracti on between agent and custormer.

"We're not replacing the relationship the client has with an agent," says Keith
Savi no, of Insurehelp.comin Warwi ck, N.Y.
Adds Henry Risman, of the Risnman |nsurance Agency in Medford, Mass.: "In-person

is a nuch nore effective sales tool than the phone or e-mail is."

And while insurance e-conmerce may be growing, it hasn't exactly taken over the
i ndustry at the nonent.

There's "a very small anount at this point,

Ri sman says.
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Hi ggins invested in all-new personal conputers for his three-menber agency, plus
a digital canera, scanners at each workstation, CD-ROM s and a CD ROM burner to
allow for electronically stored files. Enployees each have their own individua
emai | address, too, and they're printed on agency stationary.

What's nore, Higgins and each enpl oyee has his or her own official electronic
signature that allows the agency to generate a binder conpletely by enunil.

Emai | becones an e-conmerce tool, Higgins says, because each electronic
correspondence is copied and pasted to the appropriate client file, allow ng for
a "full chronicle of transaction activities" with a customner.

Hi s customer service representatives can use their conputers in every part of a
clains process, to email or fax information to everyone from body shops to
underwriters as long as they're connected, too, he says.

Hi ggi ns' advances in the electronic world are relatively recent.

For the last six nmonths, his office has been able to handle repair estinates
online, where an estinmate and photo can be scanned, attached to a claimand then
email ed to an i nsurance conpany.

He's al so on the verge of plowing further ahead in the e-comerce world than
many of his rivals.

This spring, Higgins expects a contract with Ebix to kick in that will offer
online services that's essential to a true, 24-hour agency gearing up for e-
conmer ce. As planned, the systemw Il let customers click a button on the agency
Web site and access their insurance accounts, exam ne deductibl es, make coverage
changes or request new products.

Risman isn't quite far along as Higgins, but says his 11-enpl oyee agency has



made huge technol ogi cal strides, bringing himtantalizingly close to the e-
comerce worl d.

For exanple, Risman's Medford agency has used hi gh-tech inmagi ng and scanni ng for
all documents since 1999, for docunents including policy surveys, notes, or
customer or client letters. This advance has allowed R sman to convert two
storage roons into offices, because it no | onger keeps paper files (except for
the first 60 days).

Ri sman al so updated his software(using AMS for W ndows) bought new persona
conputers and a separate database server - spending about $20,000 for his
initial investment.

He says his office is nowready for full-fledged e-commerce because when Wb
sites inmprove their ability to facilitate business transactions, he'll be ready.
"Customers may be able to access their accounts and see everything from our
site," he says.

Ri sman practices el enents of e-comerce, such as handling electronic
correspondence fromclients and conpanies. He al so uses the Wb to research
prospective customers and nmarketing ideas.

But, Ri sman says, he doesn't believe that technol ogy has reached a point that
al l ows i ndependent agents to fully junmp to an e-comerce busi ness nodel, closing
deals online as well as providing custonmer service informtion.

"The consi stency of software isn't quite there yet, at |east fromthe agency
prospective," he says. "Sone of the things | thought were going to be avail able
a year ago still aren't."

For exanple, Ri sman says, he wanted his Wb site to have a rating nmechanismto
allowclients to rate their auto or honeowners policy.

Sone Wb sites can conduct ratings, he says, but they're not reliable yet.

Savi no, president of |nsurehelp.com presents an unusual foray into the

i nsurance e-conmerce worl d.

Savino al so owns Warwi ck Resource Group, and forned his "virtual agency" in a
partnership with nine different agencies.

Savi no says his company lets insurance agenci es become "e-commerce-enabl ed"”
because their Wb sites can offer his product rather than just information.
"Mbst agents have no product on their Wb sites. They have inquiry forns," he
says.

I nsur ehel p. com sel | s uni que i nsurance products such as coverage for w ne

col l ecti ons or photography equi prrent, but only through other agencies' Wb
sites. Custonmers may click onto an agency Wb site and then click a connecting
button that |eads themto Insurehelp.comand its products, though they stil
believe they're on the original agency Wb site.

Sone of the coverage can be purchased online with a credit card, and ot her
products need a signature, but custoners can print out an application and then
send it in signed with a check

"What's beautiful about this is that the agent could be playing golf and witing
this business," Savino says.

But after a customer buys the online product, Savino says, the agent still needs
to find the client "and have a conversation with them about other sales
opportunities.
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Each agent adnits that e-commerce business isn't a large part of their sales
yet, but they believe it will be.

Hi ggi ns, for example, says about five percent of his business takes place
electronically right now, but he's seen growth anyway.

"We've already seen with our custoners that a surprising nunber of themare
using email," he says.



And at |east 15 have signed up so far for the new Ebi x 24-hour service, he says.
Hi ggi ns adds he woul dn't be surprised if his e-comrerce business grows to 30
percent of the total within a few years

"Remenber the guy who was 18 two years ago is now 21," he said. "And you wll
see a younger, aging popul ati on go through and their set of expectations and

m ni mum st andards are going to be significantly different."

Hi ggi ns said he was anxi ous about naki ng the technol ogy change but now he's gl ad
he did so, giving his customers a greater nunber of choices through which to buy
products in the | ong run.

"When we made the change we found it was at |east twice as terrorizing as we
expected it to be," he said.

"When you change from one operating systemto another and you're al nost
conpletely electronic, that change creates essentially instant chaos.

"But once you comne through the wi ndow of transition and realize you' re nore
power ful than you were, you | ook back and you're glad you made the leap ..

| nsurance Ti meS: Mass. bank drops bid to retain ERP
April 3, 2001, Vol. XX No. 7

A Wakefield, Mass. bank that caused controversy at Conmonweal th Auto Reinsurers
after trying to keep the exclusive representative producer (ERP) status of the
agency it is purchasing won't need the designation after all

That's because The Savings Bank is on the verge of signing a voluntary contract
with an insurance conpany as it closes an agreenent to buy the Thi bodeau Agency,
al so of Wakefi el d.

Joseph Maher, CAR s vice president, general counsel and secretary announced the
nove at a recent nmeeting of CAR' s Market Review Committee

Garrett Hennessy, senior vice president of The Savings Bank, confirnmed the
agreement with InsuranceTimes, and that the bank woul d not need Thi bodeau's
excl usive representative producer status after all

"W have an agreenent with a company," he said, added he expected it to be
signed within a few weeks.

Earlier this year a CAR subcommittee rejected the bank's push to take over the
Thi bodeau Agency's ERP status, and the CAR Market Review Conmittee took the vote
under advi sement .

Davi d Bakst, an attorney representing the agency, said in an earlier interview
that The Savi ngs Bank sinply wanted an agency through which it could offer "a
broad array of financial services products to its custoners." ERP status, he
sai d, was not one of the bank's goals.

The Massachusetts Association of |Insurance Agents opposed the transfer. MAIA
Executive Vice President Frank Mancini said the approval would give the bank an
unfair exenption over the existing ERP noratorium

State | aw requires banks to offer insurance at all of their branches, which
Manci ni said woul d expand ERP nunbers and viol ate the noratorium

| nsurance Ti MBS: NY comercial |ines dereg put on hold
April 3, 2001, Vol. XX No. 7



Commercial lines deregulation in New York appears to be in doubt this year

State Sen. Janes Seward sponsored a bill that woul d deregul ate New York's
conmercial lines insurance market.

But Seward, chairman of the Senate |Insurance Committee, has agreed to place the
bill on hold, according to the Independent |nsurance Agents Association of New
Yor k.

"Because of sonme of the concerns |1 AANY has brought to Seward, he has agreed to
not bring it to vote, pending some further discussions and negotiations," said
M chael Barrett, the state trade association's |legislative representative.

I AANY' s "overriding concern," Barrett said, was nmoving ahead with conmercia
lines deregulation in a tightening narket.

In addition, Barrett said, New York has | aunched speed to narket initiatives
that may have | essened the need for conmercial |ines deregulation right now.

I I AANY al so questi oned how you could | egally define a "sophisticated insurer”
legally eligible to buy deregul ated products, he said.

Kristina Baldwi n, counsel to both Seward and the Senate |nsurance Conmttee,
sai d Seward hopes to pass a revised version of the bill later this year

| nsurance Ti mesS: Double workers conp payment uphel d
April 3, 2001, Vol. XX No. 7

BOSTON - CNA I nsurance nust pay doubl e workers conpensation to an injured

enpl oyee, even though the enployer is insolvent and can't pay the insurer back
a Massachusetts Supreme Judicial Court judge has rul ed.

"Unli ke some other States, ... Massachusetts (law) nakes no provision insulating
carriers from paynent of double conpensation,” Chief Justice Margaret Marshal
wote in the March 15 decision regardi ng CNA | nsurance Conpani es vs. Sli ski

CNA had tried to have the doubl e conpensation claimdisnissed, in part because
it claimed not to be liable for it because its insured had becone insol vent.
The case began in June 1988, when 18-year-old Janes Sliski fell through an

el evator shaft at work - Doane & Wl liams, Inc.

According to court docurents, Sliski's spinal chord injuries left hima

par apl egi c.

CNA insured Doane & Wl liams, accepted liability and began payi ng weekly workers
conpensati on benefits.

Sliski, according to the SJC decision, clainmd he was injured because of
"serious and willful msconduct by Doane & WIllians," so he filed a double
conpensation claimwi th the Departnent of I|ndustrial Accidents in 1989.

But Doane & WIllians closed two years later and a creditor sold off its assets.
Sliski re-filed his double conmpensation claimin 1992.

CNA denied the re-filed claimand sought its dismssal, in part because of the
statute of limtations and because it clainmed not to be Iiable under the |aw.
An enpl oyee is eligible for double conpensation paynents if an enpl oyer has
shown "serious and willful msconduct,” CNA argued. But because the enpl oyer
went out of business and couldn't pay CNA back, the insurer said the law s
purpose to punish an enpl oyer woul d be negat ed.

But the court disagreed that the | aw was designed to be punitive.



| nsurance Ti meS: InsurBanc wins FDIC clearance to open in Mass., Conn.
and N.J.
April 3, 2001, Vol. XX No. 7

by Mark Hol | mer
| nsuranceTi nes

After nearly three years of work, it looks like InsurBanc is on the way to
opening its doors by May.
The new bank - owned by the I ndependent Insurance Agents of Anerica and the WR
Berkl ey Corp. - crossed a big hurdle on March 15 when it won conditiona

approval fromthe Federal Deposit |nsurance Corp

"It has taken a bit of tine, but | think that in the end it has all been for
the best, in terms of bringing some sharper focus over time to our business
plan," said I nsurBanc CEO Ri ck Davis.

"We're sinply anxious to open our doors and be in the banking business."

I nsurBanc al ready received conditional approval in Novenber fromthe federa
Ofice of Thrift Supervision, assum ng the bank meets conditions including a
revi sed business plan, m nimm capital requirenments and an agent-training
program

Davis said the training and conpliance program nust receive OIS approval to open
for business, but he doesn't expect any problens.

Condi tional approval isn't unusual, Davis said, because it sinply depends on a
bank followi ng its business plan or any revisions added during the approva
process.

The bank has established headquarters in Farm ngton, Conn. and hired seven
people to gear up to open, hopefully by My, Davis said.

The bank is initially approved to conduct business in Massachusetts, Connecti cut
and New Jersey, with products including auto |oans, credit cards, honme equity
| oans and nortgages, noney narket funds, comercial real estate |oans and cash
managenment services.

I nsurBanc is intended to hel p agents conpete with banks selling insurance
products, giving theman alternative to selling their agencies to banks, or
form ng bank/insurance agency alliances.

Agents are ready for the bank to |aunch, Davis said.

"We've had a great deal of interest fromagents," he said. "W very much
appreciate their patience and we are excited and | ook forward to being able to
make it possible for agents, their enployees and custoners to utilize the
services of InsurBanc.

| nsurance Ti mesS: Business, |abor square off over Mass. WC benefits
April 3, 2001, Vol. XX No. 7

by M chael C. Levenson
St at e House News Service

BOSTON - Reforns passed in 1991 to the state's workers conpensation | aws were

unfair, especially to injured, |owwage workers who had to settle for reduced

benefits, officials fromthe state's | argest union argued before a | egislative
conmittee recently.



The | ocal chapter of the AFL-CIO is pushing a bill to raise benefits for injured
wor kers from 60 percent of pre-injury wages to 66.6 percent, the rate that was
pai d before 1991. Union officials said that for a worker earning $900 a week,

t he change woul d nean an extra $2, 808 per year

The union is up agai nst business groups that say the reforns inproved the
state's conpetitive standing by bringing prem unms under control, curtailing
overly generous benefit increases, and elinmnating fraud. Raising benefits and
adopti ng ot her union-backed changes could return the systemto an era marked by
enor nous case backl ogs, m sguided financial incentives and expl odi ng prem uns,

t hey say.

"We're very concerned that this could be the beginning of an effort to start
peeling back a | ot of the progress that was nade," said Gregory Beenan, director
of Associ ated Buil ders and Contractors.

Al'l Massachusetts businesses are required to protect enployees wth workers
conpensati on polici es.

Union | eaders told nenbers of the Conmmerce and Labor Conmmittee Wednesday t hat
their bill would rectify sone of the injustices of those reforns. In addition to
rai sing wages, their bill would boost paynents to medical providers, limt
insurers' ability to delay medical treatnment and nake it easier for judges to
extend workers' benefits.

"I'n 1991, we did sonething |I think was unconscionable: we actually cut workers
pay 10 percent," said AFL-Cl O Presi dent Robert Haynes. "When they're injured on
the job and they're worried about providing for their fanmlies, this is maybe
one of the nmost traumatic things that can happen.™

Ri chard Marlin, the union's chief |obbyist, said the benefit cut directly

af fects workers who nake | ess than the weekly average pay. That's because
benefits are capped for workers who nake nore than the statew de weekly average
wage.

"What this is going to hit is the middle-income people,” Marlin said. "This is
not a huge cost thing. But for those workers who are that level, it's a 10
percent pay cut, so it's a big issue for them"

Haynes said doctors in Massachusetts receive the |lowest rates in the nation for
treating injured workers. "These | ow rei nbursenent rates are del ayi ng and
denyi ng access to many, many injured workers," he said. The AFL-Cl O wants

nedi cal services to be paid for at Medicare rates plus 10 percent for
"adm ni strative overhead."

Busi ness | eaders base their opposition to the |egislation on what they see as

t he success of the 1991 reforns. "Fromthe md 1980s to 1991, our workers
conpensati on was seriously out of control," said Rick Lord, president of

Associ ated | ndustries of Massachusetts. "Many workers then were better off
financially on workers conp than they were returning to work."

Lord al so said the | aw hel ped reduce clains from49,725 in 1991 to 21,535 | ast
year.

The union bill would put Massachusetts at a conpetitive di sadvantage and coul d
return the state to the "seriously out of control" pre-1991 workers conpensation
system he said. "Tinkering with that now, in the face of great econonmc
uncertainty, is too risky."

Lord said that any changes to the | aw shoul d be preceded by a cost-benefit

anal ysis to determ ne economic viability and fairness.

Busi ness and union | eaders al so di sagreed about whether the state's 60 percent
conpensation rate is on par with other states. Lord called it an "appropriate

| evel " and sai d Massachusetts "is anmong the states offering higher than average
benefits to injured workers."

Marlin disagreed. "The najority of states are at 66.6 percent, we're actually
bel ow what the average is," he said. "W're the anomaly here."

Both sides al so debated whether the insurance industry could afford to pay for
the benefit expansion. Rep. WIlliam Greene (D-Billerica), co-chair of the



Conmer ce and Labor Committee, said he left the hearing with |ingering questions
about insurance conpany profit margins. He said he wanted to explore the issue
bef ore making up his mnd on the bill

| nsurance Ti MBS: For I1AA President Hofmann, ethics matter in everyday
life
April 3, 2001, Vol. XX No. 7

by Mark Hol | mer
| nsur anceTi nes

BOSTON - W liam Hof mann insists its true: he's never spoken badly about a

busi ness rival.

I will tell you why | think I'mbetter but I will never knock a conpetitor
because | don't think that's ethical," he said.

Hof mann has had years to put those thoughts to practice, as principal of the
Provi der |Insurance Group in Bel nobnt and now president of the |ndependent

I nsurance Agents of Anerica.

He spoke about ethics in the insurance business during the CPCU Society, Boston
Chapter March neeting, held March 5 at Anthony's Pier 4 in Boston, as part of
the group's ethics awareness nonth.

Hof mann said he takes ethics seriously in both business and Iife, and is upset
when national figures like fornmer President Bill Clinton seemto not hold

t hensel ves to the same standards.

"When we | ook back at the (Cinton) did and the standards he was | ayi ng out
there for every citizen in the country ... | becanme extrenmely troubl ed by what
exanpl e he was setting," Hof nann sai d.

"If this is what the whole world was seeing, (that it is) OKto do sone of the
t hi ngs he (and other public figures) has done, (then) how do we teach our Kids,
and how do we teach the people in this roomthat there is an ethical way to
conduct your busi ness?"

Hof mann has faced simlar frustrations locally, he said.

Once, Hof mann recalled, his agency |ost a piece of business because the insured
"had too many clains" and "the conpany wanted to get rid of it."

Al ong cane a regional agent who filled out a regional application for the
account with the same conpany. But "the agent knew the |oss history of this
account and failed to put it down on the application."

Once he found out, Hofnmann called the conpany and faxed officials there sone
related claims reports, and as a result, "that agent to this day does not
represent that conpany.”

Hof mann said he was proud to take that action because "it just so troubled ne
that an agent would sit there and knowingly lie on an application.”

He of fered basic guidelines for day-to-day ethics. Anong them

« "Always be straight-up and honest with your clients and tell themthe truth."
* "When you don't know sonething don't make up an answer."

« "Be fair to your enployer ... giving thema days work for a days pay. You owe
t hat enpl oyer honesty and integrity, to be on tine every day when you show up,
and to give a days work for a days pay."

* Gve enployers "a reasonable tine of notice" if you' ve accepted another job
In the long run, Hofrmann said, it's sinply inportant to "make sure you conduct
your business so that you can hold your head up high."

Asked about the Il AA's new branding effort, Hof mann made it clear that "Trusted



Choi ce" and "W serve you first" won't be cheap, but investing in their use wll
hel p agencies thrive in the long run

"Agents have got to reach into their pockets and put some noney (out) there,"
sai d Hof mann.
The 11 AA board of state directors unveiled the new brand name and tag line in
January after nonths of conducting focus groups, research and di scussion

Now, Hof mann said, the IlAAis trying to determ ne how nuch it wll ask menber
agents to contribute if they want to participate in the brandi ng canpai gn.
Carriers, he said, will also be approached.

| nsurance Ti MBS: Investors' view of insurance stocks: many overval ued
April 3, 2001, Vol. XX No. 7

by Mark Hol | mer
| nsur anceTi nes

As technol ogy and many ot her stocks continue to slide on Wall Street, insurance
stocks have attracted investnent as a relatively safe financial risk.

So naturally, brokers should shift their funds to insurance stocks, right?
Wong, according to V.J. Dow ing.

I nsurance stocks, he said, "ended the year at 166 percent of book value and are
now at 150 ... as a sector ...it's overvalued, " said Dowing, co-founder of
Dowl ing & Partners Securities of Hartford.

"Why should we pay 1 11/42 times the book value for sonething that earns a
single-digit operating return?"

Dowl i ng was anpbng three insurance industry/stock anal ysts who took part in the
Casualty Actuaries of New England spring neeting, held March 20 at Foxwoods
Casino in Ledyard, Conn

He spoke as part of a panel that discussed "Investors' Views of the Insurance

I ndustry." Jay Cohen, vice president of equity research at Merrill Lynch, and
Erica Partosoedarso, a property/casualty insurance company credit analyst for
Standard & Poor's, also participated.

I nsurance stocks becone popul ar investnents not just as an escape val ve when
tech and other stocks drop in value, some of the panelists said, but also when
interest rates go down.

They' re popul ar, Cohen said, because of conpanies' earnings growth and

consi stency conpared to other industries.

I nvestors' short-termfocus on insurance stocks may have |eft many of them
overval ued, but Dow i ng, Cohen and Partosoedarso said |ong-term financi al

pl anni ng means | ooki ng beyond stock price.

But if insurance conpany stocks are overval ued, why invest in themin the first
pl ace?

The key, Dowling said, is to differentiate between industry and i ndividua

st ocks.

"Some conpanies are still doing quite well," he said.

The key to invest in insurance companies, Dowing said, is to "focus on what is
going to be the return (on investnent), what is the m x of business, what's
their |everage ..."

Cohen agreed.

"There are some companies with real organic growh opportunities,” he said.
Part osoedarso al so pointed out that the overcapitalization, particularly in
property casualty insurance, tends to be concentrated in |arger conpanies.



Cohen said investors should | ook at earnings growh and consi stence, book val ue
and book val ue per share.

| nsurer Managenent

In addition, Partosoedarso said, Brokers and investors should also be famliar
with an insurance conpany's managenent because wel | -informed bosses are nore
likely to tinker with a conpany's structure as needed to address changi ng
econom ¢ demands.

Dowling offered similar sentinments.

"Managenent is probably the first, second or third thing about |ooking at the
stocks, (but) not fromany short-term point of view

"When you begin to understand what drives (managenent), what they think about

t he bal ance sheet, shareholders ... there are a whole host of factors that cone
into play.

"Looking at the (financial) nunbers in a vacuuni wi thout considering managenent,
Dow i ng said, "has not proven to be a very successful strategy in the sector."
When the panel noderator asked which insurance conmpany showed noteworthy
characteristics ideal for investors, Cohen said Al G stands out fromthe pack

For exanpl e, Cohen said the conmpany's managenent is high quality, and that shows
up in "a remarkabl e consistency in earnings, continued growh and the
sustainability of that growth."

The panel al so touched on a nunber of other issues, including the oncom ng

har deni ng market, and how conpanies aren't raising rates as much as they want or
need to because of conpetitive pressures.

| nsurance Ti MBS: Bush insists patient's right to sue nust include cap,
no state suits
April 3, 2001, Vol. XX No. 7

ORLANDO, Fla. (AP) - President Bush told a convention of cardiol ogists that he

wants to sign patient protections into |aw by year's end, but will not accept
any of the options currently before Congress.
"So, enacting a patients' bill of rights this year is going to require sone

di fferent thinking, a new approach based on sound principl es, Bush sai d.
Specifically, the president rejected bipartisan Senate |egislation that would
al l ow patients who sue their insurance plans after treatment is denied to seek
up to $5 mllion in punitive danages.

He sai d such danage al |l owances woul d encourage "frivolous litigation and
excessi ve awards.'

"To nmake sure health care coverage remains affordable, | will insist any federa
bill have reasonabl e caps on danage awards,'' Bush said.

That line in a formal speech that Bush read froma Tel ePronTer was neant as a
veto pl edge, Wite House press secretary Ari Fleischer told reporters without
speci fying what | evel of danages the president m ght support.

Anot her admi nistration official privately signaled that Bush intended to endorse
efforts by Sens. Bill Frist, R-Tenn., Janes Jeffords, R Vt., and John Breaux, D
La., who are drafting legislation along the contours Bush laid out last nmonth in
a letter to Congress.

Their bill, which has not yet been introduced, would cap nonecononi ¢ damages at
$500, 000 in federal courts and would not allow punitive damages.
"I want to sign a patients' bill of rights this year, but I will not sign a bad

one and cannot sign any one that is now before Congress, Bush sai d.



"After independent review, if you have been harned by your HMO s refusal to
provide care, you have a legitinmate conplaint and you shoul d have recourse in
court,'' Bush said.

He spoke before the annual convention of the American Coll ege of Cardiol ogy.
In Capitol Hill discussions, the Wite House is insisting that whatever

| egislation is devel oped allow patient lawsuits only in federal courts, not in
state courts, where danage awards typically are |arger

Ri val |egislation supported by Sens. John McCain, R Ariz., and Edward Kennedy,
D Mass., would send nost cases to state courts without Iimt on damages. The
McCai n- Kennedy bill essentially caps punitive damages in federal courts at $5
mllion.

| nsurance Ti meS: Suprene Court: ERISA pre-enpts state divorce | aws
April 3, 2001, Vol. XX No. 7

by Laurie Asseo
Associ at ed Press

WASHI NGTON (AP) - State laws generally cannot divert a deceased person's

enpl oyee benefits to soneone other than the designated beneficiary, the Suprene
Court ruled | ast nonth.

The justices ruled 7-2 in the Washi ngton state case of a nman who di ed w t hout
renoving his ex-wife as the beneficiary of his enployer-provided insurance and
pension. His children froma previous marri age sued, saying they were entitled
to the benefits, but the justices decided for the ex-wife.

Di vorce Law

A Washington state | aw says getting a divorce autonatically revokes a spouse's
desi gnation as beneficiary.

The justices said that law is overridden by a federal |aw governing enpl oyee
benefit plans, the Enpl oyee Retirenment |ncome Security Act.

Witing for the court, Justice C arence Thomas said the state law "directly
conflicts with ERISA' s requirenents that plans be adm ni stered, and benefits be
paid, in accordance with plan docunents.'' Therefore, the state lawis pre-
enpted by the federal |aw, he said.

The case invol ved Donna Rae Egel hoff, whose ex-husband, David, died in an
accident shortly after they were divorced in 1994. He died without a will, and
his ex-wife still was designated as the beneficiary of his enployer-provided
pensi on and $46,000 in life insurance.

Hi s children, Samantha and David, sued to recover the life insurance.

A state judge ruled for Ms. Egel hoff, but an appeals court and the Washi ngton
Suprene Court reversed and said the children were entitled to the benefits.

The Suprene Court said Washington's top court was w ong.

The federal |aw pre-enpts state laws relating to enployee benefit plans. One of
ERI SA's goals is to establish uniformadm nistration of enpl oyee benefits,
Thonmas sai d.

"Unifornmity is inpossible, however, if plans are subject to different |ega
obligations in different states,'' Thonas wote.

The justice noted the children argued that such |ogic would mean ERI SA al so pre-
enpts state "slayer'' |laws that keep nmurderers fromcollecting benefits fromthe
person they kill ed.



That principle cones froma long tradition predating ERISA, and it is "at |east
debatable'' whether it interferes with the federal [aw s ains, Thomas said.

Hi s opinion was joined by Chief Justice WIliamH Rehnquist and Justices Sandra
Day O Connor, Antonin Scalia, Anthony M Kennedy, David H Souter and Ruth Bader
G nsburg.

Justices John Paul Stevens and Stephen G Breyer dissented. Witing for the two,
Breyer said famly property is traditionally regulated by the state, and the
Washi ngton state |law did not create a significant obstacle to the federal law s
goal s.

The case is Egel hoff v. Egel hoff, 99-1529.

| nsurance Ti meS: i ni onExchange
April 3, 2001, Vol. XX No. 7

As insurance departnents tackle the process of inplenenting the privacy

provi sions of the Gramm Leach-Bliley (G.B) Act, the Alliance of Anerican
Insurers points out that they are increasingly sticking to the basics.

Fifteen insurance departnents have published regul ati ons (Col orado, Connecti cut,

the District of Columbia, Illinois, Indiana, |owa, Kentucky, Louisiana, New
Hanpshire, New York, South Carolina, Vernmont, WAshington and Wsconsin), while
10 have filed substantive legislation (Arizona, Ceorgia, Hawaii, Massachusetts,

M nnesota, Montana, Nebraska, North Carolina, Oregon and Virginia), according to
the Alliance's |atest statistics.

O these, eight have jettisoned or deferred the ill-conceived health informtion
portion of National Association of |nsurance Conmi ssioners (NAIC) nodel
regul ati on [ Connecticut, the District of Columnbia, CGeorgia, Hawaii, Illinois,

I ndi ana, lowa and Loui siana]. Seven also have declined to interfere in the

adm ni stration of state workers conpensation systens [Arizona, the District of
Col unbi a, Georgia, Illinois, Massachusetts, Oregon and Virginia]. Mre are
expected to follow suit, said Rey Becker, vice president of property/casualty
for the Alliance.

"Even in states where the departnments have yet to see the light, legislators are
stepping in to assert their rightful roles," he noted.

A conmpeting nodel drafted by the National Conference of |nsurance Legislators
(NCO L) has been introduced in eight states (Georgia, |Indiana, Massachusetts,

M nnesota, M ssouri, New Hanpshire, Rhode |Island and Texas) and nore are

expect ed.

"The NCO L nodel bill nore closely follows the letter and spirit of G.B, while
avoi di ng the excess baggage that nakes the NAI C nodel regulation so costly and
unwor kabl e, " said Becker, who has testified or offered coments on privacy in
nost of these states.

The industry is pleased that commbpn sense is gaining nonentum Those departnents
still planning to publish regulations should be urged to continue the nonmentum

It seens every few years there is a new report announcing that the agency system
is more alive and kicking than anyone thought.

That's news worth repeating as many tinmes as organi zati ons want to study it.

The | atest study by the Independent |nsurance Agents of Anerica (I1AA) --The

| ndependent Agency System A Tinme of Great Qpportunity-- concludes that agents,
br okers and agency conpani es have their best opportunity in decades to increase
their portion of the total property-casualty market.

In personal lines, the agency systenmls nmarket share grew by nore than $20



billion during the period covering 1997-1999. These gains cane at the expense of
capti ve-agency conpani es, which lost 2.2 percent in auto market share over the

t hree-year period. Qther gains went to direct-witer conpanies.

Even nore interesting, perhaps, was the finding about company expense ratios in
the personal |ines nmarketplace. The |l AA study found that there continues to be
a wide disparity in the efficiency of the conpanies within each distribution
category. In private passenger auto, several regional and national agency
witers were able to provide insurance as efficiently as other conpanies,

achi eving operating ratios that beat some of the nmjor direct-response witers.
"This is highly significant because it proves agency conpani es can surpass
direct-writer and captive-agent conpanies and get very close to others,"
stresses || AA CEO Paul Equale. "It also proves that independent agency conpanies
can be just as efficient as a direct-witer conpany and still offer the val ue-
added advi ce and advocacy of a | ocal independent insurance agent."

Such success does not just happen. It takes innovation, education, hard work and

a willingness to change-- attributes the agency systemis supposedly lacking if
you listen to its persistent critics.
But once again, independent agents have had the last word. Well, probably not

the Iast word but a convincing statement on their resilience and
resour cef ul ness.

| nsurance Ti meS: Merchants introduces identity theft option
April 3, 2001, Vol. XX No. 7

BUFFALO, N.Y. - Merchants Insurance G oup has introduced Identity Theft Expenses
Coverage as part of its homeowners product. This optional coverage becane
avai l able April 1, for new business and June 1 for renewals.

Merchant's new endorsenent reinburses for the expenses a person may incur as a
result of an identity theft. It may be added only upon new busi ness inception or
renewal of any homeowners policy.

Wth nore than 500, 000 peopl e expected to becone victinms in the next year, many
| aw enforcenment officials consider identity theft to be the fastest grow ng
crime in Arerica. ldentity theft occurs when a crimnal steals a person's
financial identity, usually through means of a Social Security nunber, date of
birth, and/or other personally identifying information, in order to fraudulently
obt ai n nobney, credit, goods and services.

CGeneral ly, victins of identity theft are not responsible for debts fraudulently
incurred in their nanme. Neverthel ess, they can suffer serious damage to their
credit history that requires many hours, significant effort, and occasionally an
attorney's assistance to remnedy.

| nsurance Ti MBS: Chubb enhances programfor wineries
April 3, 2001, Vol. XX No. 7

WARREN, N.J. - The Chubb Group has enhanced its w nery insurance programwth
the introduction of Customarqg for Wneries. This broad package policy offers
flexibility, worldw de protection and nore standard features unique to the

wi nery industry than ever before.



Chubb's new wi nery program features a $250,000 bl anket Iimt for selected
property coverages, including accounts receivable, consequential |oss,

el ectroni c data processing property, extra expense, fine arts, fire departnment
service charges, |easehold interest, outdoor trees shrubs, plants or |awns,
personal property of enpl oyees and val uabl e papers. The entire bl anket may be
all ocated to any one or any conbination of these coverages.

Customarqg for Wneries provides protection for a broad range of perils,

i ncluding | oss or damage caused by change in tenperature/humdity, spoilage and
surface water is insured up to policy limts.

The program al so features val uation nethods that respond to the uni que needs of
the wine industry. For exanple, irreplaceable cellared, rare or vintage wine is
val ued on the date of |oss at the average narket listing of three well-

est abl i shed and reputabl e wi ne nerchants sel ected by Chubb

O her features include a pollutants exclusion; up to $25,000 for w ne | eakage; a
limt of $25,000 for trellis or grape vines; and a $25,000 limt for |oss of
utilities, including water, electricity and the Internet.

| nsurance TimeS: 1SOlinks with stol en equi prent dat abase
April 3, 2001, Vol. XX No. 7

NEW YORK - National Equi pment Regi ster (NER), a new database of |ost and stol en
heavy construction and agricultural equipnent, will be Iinked with I SO

Cl ai nSearch, the insurance industry's all-clains database operated by Insurance
Services Ofice, Inc.

The NER dat abase will be used by insurers, equi pnent owners, and | aw enforcenent
agencies to help identify stolen equipnent and facilitate its recovery and
return to its owners. The |ink between the | SO Cl ai nSearch and the NER dat abase
will enable insurers to register equi pment | osses.

Heavy construction and agricultural equipnment, frequently stolen fromrenote,
poorly-guarded work site, is estimted to cost manufacturers, dealers and
insurers nore than $1 billion a year. NER estimates that only 10 percent of | ost
and stol en equi pment is recovered.

| nsurance Ti nmeS: Atlantic Mitual site adds OSHA features
April 3, 2001, Vol. XX No. 7

NEW YORK - The Atlantic Miutual Conpani es has added Cccupational Health & Safety
Admi ni stration (OSHA) Logs and Loss Triangle features to RiskPoint.com the
conpany's interactive, web-based ri sk nanagenent resource for policyhol ders and
agents.

The OSHA Act of 1970 requires conpanies to prepare and maintain detailed | ogs of
occupational injuries and illnesses. Ri skPoint's OSHA Logs accesses current

pol i cyhol der clainms data, which is then used to create an autonmated injury and
illness record that conforns to OSHA requirenents.

The Loss Triangle feature enables users to create a custoni zed electronic |oss
history up to and including five years of data-- aggregated in real-tine on an
annual basis-- providing users with an integrated picture of how | osses for

wor kers conpensati on, autonobile and general liability have devel oped over tine.



| nsurance Ti mesS: Defense | awyers watching for D& suits as dot-com stock

val ues drop
April 3, 2001, Vol. XX No. 7

New York - The drastic drop in the stock valuations of dot-com conmpanies wll
not necessarily generate a surge in securities class actions agai nst those
firms, panelists representing the plaintiff's and defense bar told the recent
PLUS Directors & ficers Liability Insurance Synposi um

Panel i sts at the symposium agreed that the crash of stock prices experienced
recently by many Internet conpanies did not by itself nake themtargets for

litigation.
"Sinply a big drop in the price of a stock is insufficient," said Robert N
Kapl an, partner, Kaplan, Kilsheimer & Fox. "There has to be a specific reason

that relates to w ongdoing, "

Kapl an noted that when you | ook behind sone of these cases, there mght be

evi dence of wrongdoing. However, "it's been nmy experience a |ot of them have
not materialized into cases,"” he said.

David J. Bershad, partner, MIberg, Wiss, Bershad, Hynes & Lerach, said these
cases were fact specific. "As the plaintiff's bar has been saying, every tine a
stock goes down ten to 50 percent, we don't sue," he said. "The percentage of

t hose conpani es that are sued is surprisingly |ow"

He stressed that you have to | ook for a specific reasons to bring a suit. For
exanpl e, Bershad observed that stock anal ysts expectations for revenue growh

m ght have pressured sone dot-com conpanies to mani pul ate sales figures to neet
their targets. "There are a lot of incentives to do something, " he said.

Art hur Abbey, partner, Abbey, Gardy & Squitieri, pointed out that because dot-
cons have not been around very |long, there has not been a | ot of opportunity for
the insiders to take profits by selling stock, often a tip-off that something
may be w ong.

He al so observed that nost dot-coms are service businesses rather than producers
of products. "It's nore difficult to 'cook the books' in service conpanies than
product conpanies," said Abbey. "W have not filed a | ot of dot-com cases,

unl ess there are some specific facts that cone right to the surface," he said.
"Sinmply because the price is up, or the price is down doesn't nmean there is a
case."

Dougl as M Schwab, sharehol der, Heller, Ehrman, Wiite & MAuliffe, said the rea
i ssue whether the dot-cons will be around and with enough noney to respond to a
judgrment or large settlement.

Mor eover, he noted that there are significant dot-comissues that center
primarily on how conpanies deal with barter transactions. "A lot of the revenue
that is recognized by dot-cons conmes frombarter transactions," said Schwab.

"I'f you are a D& underwriter seriously evaluating how a dot-com conpany reports
its revenues, you have to focus on barter issues.”

nserving other litigation trends, Jay B. Kasner, partner, Skadden, Arps, Slate,
Meagher & Fl om observed that the center of securities litigation appears to be
shifting fromnorthern California (9th U S. Crcuit Court of Appeals), the hone
of Silicon Valley, to New York and Wall Street (2nd U.S. Crcuit Court of
Appeal s) .

"It does appear that the nunber of cases filed in the Southern District of New
York has outpaced every other district in the country for some period of time,"
sai d Kasner.



He traced the increase to the 2nd U.S. Circuit's new broad interpretation of
standards for pleading scienter - the degree of know edge that makes an

i ndi vidual legally responsible. Conversely, the 9th Crcuit recently adopted a
narrower scienter standard, according to Kasner

"Looki ng around the country, there really is now a range of views on pleadi ng
scienter, ranging fromthe extrene view on one end in the 9th Crcuit to the
extreme viewin the 2nd Circuit with all the other circuits sonewhere in
between, with nost |eaning towards the 2nd Circuit's view," said Kasner

Thomas C. Newkirk, associate director, U S. Securities and Exchange Comm ssion
reported on the enforcenent of Regulation FD (Fair Disclosure).

He expl ained that the purpose of the regulation is to level the playing field by
prohi biting "selective disclosure" of material non-public information by public
conpani es to securities analysts and institutional advisors. "W are actively
pur sui ng enforcenment of cases in this area," Newkirk said.

"The trick is finding the cases," he said. "Typically, we have to rely on

i nfornmants and someti nes conpetitors, but nore commonly on the press.”

Press Reports

According to Newkirk, mpost of the inpetus behind the adoption of the rule cane
fromdramatic stories in the press, which do not seemto be appearing as
frequently.

"That's not because people aren't talking to the press as freely as they used
to," he said. "I think there has been substantial discipline that's been
focused on CEGs, CFGs and others who are responsible for comrunicating

i nformation."

Newki rk said the SEC is | ooking hard for information. "W have a nunber of

i nvestigations currently underway," he said.

He al so noted that Regulation FDis not intended to be the basis for private
litigation for violations. The SEC, however, can refer violations to the
Departnent of Justice for crimnal prosecution. "I think people can expect to
see sone results from SEC i nvestigations sonetine in the next year," said
Newki r k.

Tower C. Snow, Jr., partner, Brobeck, Phleger & Harrison, said defense counse
are spendi ng an enornous amount of time explaining the inplications of

Regul ation FD to public conpanies, telling executives "what they can say, when
they can say it and to whomthey can say it."

"The challenge is that a |ot of CEGs and CFOs don't understand the regul ation
and even if they do, when they're at an anal ysts conference they have a | ot of
troubl e disciplining thenselves at the podium" said Snow, who noderated the
panel .

| nsurance Ti mesS: Toyota, Honda top stolen car |ist again
April 3, 2001, Vol. XX No. 7

by Ji m Suhr
Associ ated Press

DETRO T (AP) - The Toyota Canry and Honda Accord doni nate another |ist of nost-
popul ar vehicles nationwi de, but it's nothing their makers relish.

The two nmodel s hold 17 of the top 25 spots in a ranking of vehicles nost stolen
inthe United States | ast year, according to CCC Information Services Inc., an

i nsurance industry tracker of trends in theft and other vehicle damage.



The 1989 Camry led the way for the fourth year in a row, followed by 1990, 1991
and 1988 versions. Honda's 1994, 1996, 1990 and 1995 Accords placed fifth,
sixth, eighth and tenth, respectively.

Canry and Honda Model s

Overall, five Canmry nodels and a dozen of the Accords placed anong the top 25 in
Chi cago-based CCC s yearly list. Last year's list had 19 Canrys and Accords.
Refl ecting a growi ng appetite for pickup trucks anong thieves, the 1994
Chevrol et C1500 4x2 pickup truck placed seventh - up four spots - while the 1997
Ford F-150 4x2 pickup canme in ninth. In last year's listing, the F-150 nodel
placed fifth as the only vehicle in the top 10 - foreign or donestic - that
wasn't a Canry or Accord.

Al so of note: 1993 Jeep Grand Cherokee 4x4 sport utility vehicle placing 20th,
marking the first time an SUV made the list in four years, CCC spokeswoman
Jeanene O Brien said.

Absent fromthe list for the first tine in at |least four years is the Chevrol et
Caprice, perhaps reflecting declining consuner appeal for donestic nid- and

| arge-si zed donestic sedans, O Brien said.

Still, cases of major vehicle theft dropped 8.5 percent in 2000, following a 15
percent decline the year before, CCC said its data showed.

Qbservers say Canrys and Accords remain popul ar anong thieves because there's a
great demand for their spare parts, they have been top-sellers for years and can
be driven for hundreds of thousands of niles.

Those two nodels also tend to change little each year - making nore parts

i nt erchangeabl e bet ween nodel years - and hold their value better than
conpetitors, neaning fewer ended up in junkyards and nore still were on the
road.

Toyota and Honda don't take any pride in their rankings, saying it's nore a
reflection of how CCC neasures car theft - based only on stol en vehicles never
recovered, or stripped to the point of being a total | oss.

Toyot a spokesman John McCandl ess said the study is skewed for cars with
durability - "I don't think it's good math'' - and isn't a representative
sampl i ng because it excludes joy rides, ampong ot her things.

"The headline is we've been leading the list for years for the same reasons -
because our cars last, and the study's biased,'' he said.

Sai d Honda spokesnman Kurt Antonius: "It's a |list we're not particularly pleased
to be on."'

Honda has said the Accord would be in the nmiddle of the pack if the rankings
were weighted to show the proportion of stolen cars to total sales of that
nodel .

The National Insurance Crinme Bureau reported in Novermber that Accords and Canrys
al so were the nost stolen vehicles nationwi de in 1999. That nonprofit bureau

whi ch al so tracks thefts for insurance conpanies, conmbines theft reports for al
years of a particular make and nmodel. CCC ranks the cars annually by make, nodel
and option groups.

Thi eves' tastes for stolen vehicles vary w dely anong di fferent regions.

Ameri can vehicles were nore popular in the Mdwest, while Japanese brands

domi nated the East and West coasts.

CCC tracked 80,299 vehicle thefts that resulted in a total |oss |ast year, as
wel | as crash and other danage clains. That's down from 87,752 in 1999. Those
nunbers reflect the vast majority, but not all, of such clains filed nationw de.



| nsurance Ti MeS: 11AA endorses | VANS el ectronic docunent tool for
agenci es
April 3, 2001, Vol. XX No. 7

The | ndependent |nsurance Agents of Anmerica (I1AA) has endorsed | VANS Busi ness
Tracker as an industry-standard technol ogy, announced || AA CEO Paul Equal e.

| VANS Busi ness Tracker is a distribution tool that allows conpanies to
electronically circul ate docunments via the Internet. It is designed to receive
reports fromcarriers' mainframe and client/server systems and make them

i medi ately avail able to agents by neans of a Wb browser.

This functionality enabl es agencies to receive and work on reports

el ectronically, instead of receiving hard copies in the mail. Business Tracker
features an industry standard 'foldering' systemthat allows agents to access-in
one location-information fromall the companies their agency represents.

"Il AA believes that insurance conpani es shoul d adopt industry standards
approaches |i ke Busi ness Tracker because they are cost-effective and provide

i ndependent agents with a practical business resource," said Equale. "IVANS
Busi ness Tracker is an e-business solution that all ows conpanies to distribute
reports in a variety of formats and enabl es agents to retrieve all their conpany
reports froma single location."

"Busi ness Tracker was devel oped to nmake |life easier, by allow ng conpanies to
distribute reports to agents over the Internet through one user-friendly
interface," said Anna Engl and, Vice President of E-Business Sol utions for |VANS
"As nore conpanies look to inprove the productivity of their agents by

i mpl enenting Internet solutions, they should | ook at adopting industry standard
technol ogi es |i ke Busi ness Tracker."

| nsurance Ti meS: Mking the most of the Internet Devel oping a realistic
strategy for auto insurance sal es

April 3, 2001, Vol. XX No. 7

by Davi d Madi gan

It's not exactly a war, but the battle wages on. On one side are the pundits

who insist that, given the opportunity, nost people will shop for their auto
i nsurance online, ultimately getting used to this distribution nmethod just as
they did to direct mail. Ohers insist that the Internet is, nore

appropriately, a vehicle by which consuners gather information - and then cal
their agent.

Perhaps, as is often the case, the truth is somewhere in between. Certainly,
the recent dem se of many dot.cons has done little to reassure consumers about
the Internet. Thirty-three percent of Anericans suffer from"digital distress,"”
according to a Harris on-line survey. One hundred and eight mllion Amrericans
have no desire to even get on the Net. And, according to | VANS (G eenw ch, CT)
whil e 59% of those who participated in a recent survey had Internet access from
hone or business, only 8 percent had | ooked to the Internet for infornmation
about purchasi ng insurance.

Add this to the fact that, at the present tine, |ess than one percent of new
auto policy sales are transacted on the Internet, and it seens clear that anyone
who relies on the Internet as a distribution nmedium at least in the foreseeable
future, is headed for failure.



So what is the Internet good for?

In today's auto insurance nmarketplace, the Internet is nost effective as a too
with which to support all channels of distribution, serving a function rmuch
like the 800# did in the early 1980s. Way back then, direct witers of auto

i nsurance used their 800# as a tool to help sell their products. Since then, of
course, the role of the 800# has expanded to its current ubiquitous use by both
captive and i ndependent agency distribution organizations to handle first
reports of |osses fromcustoners, to handle billing questions, and nost ot her
first line custonmer service issues. That is, the 800# has beconme a mmjor tool -
not a distribution system

The Internet should be |ooked upon in a sinmlar way. That is success lies in
using the Internet as the foundation for conducting business - supporting both
sal es and servicing efforts.

The Myth of Internet Efficiency

For years, we have heard that the Internet would be a cheaper way to sell auto
policies to the public. The truth is that this has not materialized. Perhaps
it's the old chicken and egg issue. |Insurance conpani es cannot reduce prem ums
they charge to custonmers who buy on the Internet unless the conpany can achi eve
a savings - a savings that can only be achieved if the cost of a sale on the
Internet is less than the traditional distributions systens, i.e. agency-sold
and direct sales. But, results to date have not net anyone's expectations
(except perhaps for a few naysayers). Wy? Because customers sinply will not
buy on the Internet unless they realize a savings over their current cost - and
why should they? For the Internet to realize it's potential it nust first take
sone of the cost out of the selling and servicing of auto insurance.

Sal es on the Internet

In the current environnment, aggregators operate on the prenise that the consuner
wants to conpare price before they purchase their auto insurance. A fair
assunption perhaps, but not a new one. They are, in essence, adopting the sane
approach to the marketpl ace as the i ndependent agent - with the ability to sel

a variety of products -- has done successfully for years.

I nsurance conpani es that use the Agency Distribution systemw |l have a problem
with their agents if they adopt a strategy that insists that "the internet is a
di stribution system - a strategy that will, unavoi dably, be viewed by agents as
a threat to their very existence

Rat her than expecting that the Internet will add directly to revenues by working
as a stand-al one sal es nedium (as sone conpani es seemto be doing), a productive
and profitable investnent in the Digital Age will have a very different focus.
There are a nunber of good reasons for an agency insurance conpany to reconsider
their investnment in the Internet. First, of course, is the potential backl ash
fromagents. But, nore inportant, is the need in an increasingly conpetitive
environnent to nake sure that every marketing dollar works its hardest.

Agency based auto insurance conpanies, on the other hand, should adopt an
Internet strategy that establishes the Internet as a cost-savings vehicle.
Agents should be provided with the ability use the Internet to quote their
conpany's policies thus allowi ng agents to use the Internet much Iike the
aggregators are trying to do now - that is to provide potential custonmers with
conparative pricing while still having the opportunity to create and naintain a
rel ati onshi p.

"Let our licensed Agents assist you with your insurance needs. Find an agent
near your home or office. Get agent office hours. Send an e-nmail. Contact an
agent en espanol. Request a personal quote. Reevaluate your coverage needs.
Determ ne what's right for you, " suggests Allstate on the site,

www. al | st ate. com



Renenmber, the aggregator's biggest problemis the cost of driving potential
custonmers to their sites. Many have little or no nane recognition, thus adding
significantly to the cost of driving customers to their sites. Local agents on
t he other hand often do have name recognition and can drive potential customners
to their sites at less cost than either the present aggregator's or the present
i ndependent agency process.

There's little question that the aggregators of the future will be independent
i nsurance agents. The question really is, who will these agents be? WII the
present independent agent become aggregators or, will present aggregators becone

our future agents?

I ndependent Agency conpani es nust take a hard look at this potential issue and
if they are happy with their present agency distribution force, change their
view of the Internet.

It should be | ooked at has a tool that can help themand their distribution
system

On the other side of the coin, insurance conpanies who rely on the direct

di stribution systemnust viewthe Internet as a tool with which to enhance their
marketing efforts. Al direct marketing material should have a web site address,
driving prospects and to a site where they can easily retrieve an instantaneous
quote, get information, and, when necessary allow the custoner to speak to a
sal es agent by a sinple click on the nouse. Utimately, this can dranmatically
reduce the cost of selling an auto insurance policy by transferring nmuch of the
wor k now done by conpany enpl oyees, such as devel oping a quote, to the custoner.
It's a good thing fromthe custoner perspective as well, who can now save tine
by obtaining an auto insurance quote quickly and easily, w thout on-hold nusic
and voice nmail tag.

A live transfer to a sales agent would be required by | ess than 40% of those
potential custoners who respond to a direct nmarketing solicitation , thus
reduci ng the cost of a sale. In addition, over tine and as nore peopl e becone
nore confortable with on-1ine purchases, the nunber of people requiring help
wi Il decrease making this distribution systemeven nore conpetitive.

Utimately, price sells in the auto insurance market and | ower prices sel
nore. The challenge therefore is for conpanies to utilize the Internet to
decrease their costs, taking the first step towards reducing the ultimte price
and increasing sal es.

Cust omer Servi ce

on the Internet

Now is the tine for conpanies to establish an Internet presence that will allow
custonmers to easily service their policies - by thenselves, on-line and in rea
time. Wiile other options, including well-trained custoner service
representatives, must maintain a key presence, Internet savvy custoners shoul d
be able to change their address, add or replace cars and drivers on their
policies, report clainms, follow up on the status of clainms and nore - all things
that auto insurance conpani es now pay people to do. Conpanies |ike Progressive
(www. progressi ve.conm, Response |nsurance (wWw.responsei nsurance.com, Geico
Direct (ww. geicodirect.con) and nore have al ready begun their nove offering on-
line access to quotes, on-line paynents, clainms service, account nanagenment and
even, in the case of Geico, an on-line store where you can purchase mnerchandi se
with the Gecko | ogo.
Al steps in the right direction certainly, but all need to go further to
realize their true cost-savings potential. |If conpanies can nove these
functions to the custoner via the Internet, there is no reason why these savings
can't reach, even exceed, as much as 4% points, translating to 15 to 20% of the
expense ration for nobst insurance conpanies. This savings could then be passed
on to the Internet custoner, offering themthe price advantage that is needed to
make the Internet a successful sales medium



Li ke nobst things, this shift is easier said than done. |nsurance conpanies
woul d have to change some wel | -entrenched paradignms. First, policy changes nust
be accepted through direct entry into the policy issuance system- without the
need for review by an underwiter. Second, as direct nmarketing insurance
conpani es have found out portfolio underwiting can give the same or better
results as individual policy underwiting. Third, the custoner is basically
honest and will not try to cheat. |It's a leap, but nmaking it to the other side
will be worthwhile and systenms can be devel oped that woul d provide the proper
checks and bal ances to keep everyone honest

Agency conpani es nust allow their custoners to use the Internet to make policy
changes w t hout going through their agent (although a built-in "cc" capability
m ght not be a bad idea.) This woul d reduce the expenses for both the agent
and the insurance conpany. In essence, the agent would do what the agent does
best - sell - and be able to | eave the servicing to the customer, the Internet
and the conpany.

On the other side of the coin, direct response conpani es nust use the Internet
as a servicing tool, integrating online and offline channels to drive people to
the Internet much as they have done for years with 800 #s. Here too it nakes
the utnost sense to allow the custoner to go to the Internet to nake all policy
changes and report clains.

One caveat. None of this is to say that the information gathered in an online
envi ronnent should exist in a vacuum That is, conpanies should conpile al
prospect and custoner data, and, if appropriate, pass on to the appropriate
service or sales representative or use the data for marketing.

Utimately, the nore the auto insurance industry allows direct custoner
participation, through the Internet, the nore cost-effective their servicing and
sal es processes will be. And, it is only when these savings are passed on to
the consuner, that the Internet will reach its true sales potential. p

Madi gan is a Consulting Associate with JCG Ltd., an international insurance and
financial services consulting group. Madigan has spent 30 years in insurance
direct narketing, |eading creative and successful prograns for conpanies

i ncluding USAA, Colonial Penn, CNA, The Mutual Assurance Conmpany and AIG He
can be reached at dmadi 98406@ol . com or by phone at 302-378-0218 or 760-773-
5970.

| nsurance Ti mes: sStates attempt to fashion own uniforme-conmerce | aws
April 3, 2001, Vol. XX No. 7

Crucial time for electronic conmrerce as states attenpt to wite their own rules
for businesses and consuners wi thout sacrificing desired uniformty

by M chael P. Norton
St at e House News Service

BOSTON - Last COctober, President dinton signed a |law that officially validated
signatures and contracts recorded electronically. Now states, including
Massachusetts, are trying to figure out how to fashion their own el ectronic
conmerce | aws without hurting consumers and busi nesses and whil e maintaining the
uniformty required in a global marketpl ace.

Val Asbedian, who directs the state's information technology efforts, told

| egi slators on Beacon Hill recently that it's a "crucial tinme" for |awnaking in



t he boom ng area of e-comerce. Wth thousands of e-transactions already
occurring every day, it's inportant that in crafting an e-commerce | aw,

| egi sl ators make sure it's workabl e and defensible, for both busi nesses and
CONSUNEr S.

"You can't have too nany fal se starts," Asbedi an warned nenbers of the Senate
Sci ence and Technol ogy Conmittee, which is nmulling an omibus bill filed by its
chai rman Sen. David Magnani (D Fram ngham

The conmittee is trying to determ ne whether the state should sinply copy or
stray fromthe provisions of the Uniform El ectronic Transactions Act. UETA, as
it is known, is a set of uniform guidelines recormended by the Nationa
Conference of Comm ssioners on Uniform State Laws, a non-profit nationa
associ ati on of comm ssions on uniformlaws. A goal of UETA is to create a |l eve
playing field, but the federal government, with last year's E-SIGN law, is
giving states sonme flexibility.

"E-SIGN was passed in an interesting way," Magnani said after the public
hearing. "There were not very many consuner protection provisions, although
there were a few. And it was clear when E-SI GN was done that the federa
government really expected states to adopt their own version, a nore
conprehensive bill. E-SIGN was done primarily to get the ball rolling."

As for what Massachusetts can and will do, Magnani heard conflicting opinions
fromofficials representing the Cellucci adnministration and Attorney Genera
Thomas Reilly.

Assi stant Attorney General Panela Kogut suggested that | awrakers woul d be acting
responsi ble to "beef up" any uniformelectronic transactions law wi th additiona
consuner protections. "W actually think you'd be okay doing that," Kogut said.
But Linda Hanel, general counsel at the Information Technol ogy Division
cautioned | awrakers to pass a "clean version" and suggested consuner-oriented e-
conmer ce i ssues be tackled in separate |egislation. Hanel warned that business
i nvestment here might slowif there's uncertainty about e-conmerce |aws. Hanel
said the Cellucci admnistration, which is pronmpoting its e-governnent
initiatives, plans to file its own e-conmmerce bills - two separate pieces of

| egi slation are expected - "fairly quickly."

Magnani said major players in tech-dependent Massachusetts want a nodel |aw. He
plans to hold further meetings to iron out conplex legal issues. "W are all in
untested territory here," he said. "Everybody wants the bill to pass and
everybody wants the consuner protections to be included. In terns of the best
way to get that done, | think it's still an open question."

| nsurance Ti meS: Ny Insurance Dept. issues e-commerce guidelines
April 3, 2001, Vol. XX No. 7

NEW YORK - The New York | nsurance Departnent has issued gui dance to the industry
concerning the application of the New York insurance |law to i nsurance
advertisenents, referrals, and solicitations on the Internet.

"E-comrerce hol ds enornous potential for both econom c expansi on and consuner
conveni ence. As the department continues to encourage and pronote the use of

el ectronic commerce, it is vital that we provide guidance to the industry,"”
Levin said. "The nunber of insurers, agents, and brokers who are advertising and
of fering their products and services on the Internet has grown rapidly and this
grom h requires guidelines that will safeguard New York State consuners," said
Superintendent Neil D. Levin.

The departnent, in Circular Letter No.5 (available on the departnent's web site



at www. i ns.state.ny), provides specific guidance to the insurance industry wth
regard to advertisenents, referrals, and solicitations over the Internet.
General guidelines include

Advertisenents: Merely operating a web site that contains information about
specific insurance products or services that is accessible to New York's
consunmers is not considered solicitation under New York insurance |aw. A web
site that merely contains advertisenents for insurance products or services also
does not constitute solicitation. Advertisenents for insurance products or
services that are not being offered by a New York authorized insurer should

i ndi cate that such products are not available in all states. Non-licensees
hosting such advertisements on their web sites may receive conmpensation

calcul ated in any manner as long as the advertisenent does not contain

endor senents, pronotions, or reconmendations of the non-licensee concerning the
i nsurance products. Such endorsenents are referrals.

Referrals: Referrals by non-licensees to New York State |icensed insurance
agents or brokers are pernmitted under a recent change in New York |aw, provided
that there is no discussion of specific insurance policy ternms and conditions
and the conpensation to the non-licensees for the referral is not based upon the
purchase of insurance by the referred person. Referrals may not direct consuners
who are New York State residents to products or services of unlicensed agents or
br okers.

Solicitations: Insurers, agents, and brokers that nmaintain web sites where the
solicitation of insurance takes place nust be |icensed, and comm ssions for such
solicitation may only be paid to |licensees. Wb sites of non-licensees nust
prevent insurance transactions with New York residents.

| nsurance Ti MBS: New York assigned risk rates rising
April 3, 2001, Vol. XX No. 7

NEW YORK - New York's assigned risk drivers are facing an average 18. 3 percent
increase in their auto insurance rates this year

I ncreases kicked in on March 1 for new business and they start on April 15 for
renewal s, according to Joanna Rose, spokesperson for the New York |nsurance
Depart nment.

The hi gher average rates will affect |ess than 500,000 drivers - all part of the
state's assigned risk plan.

Rose bl aned the increase on the "gaps" in the state's no fault insurance setup
"and the fraud and abuse that occurs (which) is something we're trying to get a
handl e on. "

Rose said officials fromthe assigned risk plan - known as the New York

Aut orobi | e I nsurance Plan - actually asked for a "nuch bigger increase."

Last year, rates for assigned-risk drivers increased around 7 percent, she said.
By contrast, the state's general market has remained relatively stable, Rose

sai d.

"We're not seeing significant increases," she said.

Among the exceptions: Allstate Indemity raised auto rates 16 percent this year
(affecting 3.8 percent of the state's total narket), and Progressive's non-
standard lines increased rates 8 percent, Rose said.

State Farm even decreased its auto rates |ast Decenber by 1.9 percent, she said.



Last year, New York's general auto insurance rates increased an average of 2.9
percent, affecting 70 percent of the market, Rose said. The other 30 percent saw
no rate increase.

| nsurance Ti MBS: Interactive web sites can hel p agents excel in customer

service
April 3, 2001, Vol. XX No. 7

by Paul D. Luongo

Ever since conputers first came into agents' offices in the 1970s, the insurance
i ndustry has strived to stream ine comruni cati ons between agenci es and conpani es
and elinmnate duplicate work. The advent of download in the '80s was a huge
step forward. Download, though, is only part of the solution because it only
covers one-way transfer of conpany information to the agency.

Today, the devel opment of interactive conpany Web sites, coupled wth downl oad,
is finally providing the |ong-sought full solution-or at |east getting pretty
close to it. Over the past year, sone insurers have made their Wb sites a
practical tool to help agents better serve their personal and comercial I|ines
customers and | and nmore good busi ness. These conpanies | et agents and CSRs | og
onto the conmpany site, get accurate quotes, enter new business, nake policy
changes and check on the status of billing, policy changes and cl ai ns.

This information is always available, not just during the company's business
hours, but 24/7. Through the Wb, agents can act as if they're part of the
conpany, providing inmediate service to customers. The bottomline is a
significant conpetitive advantage for participating agencies.

Using the Wb doesn't take any exotic technology or special software. Any agent
with a personal conputer and access to the Internet can start using it today.

To make it work for agents, the insurance conmpany shoul d provide the follow ng
features on its interactive Wb site.

Ease of use. Besides having a sinple graphical user interface--like that
of famliar Wndows-based software--the site should mnic the agency's workfl ow
and environment. It should follow formats the agency is used to working wth.

Forms for new busi ness, endorsenents and policy changes should | ook I|ike
fam | iar paper forms. The |ook and feel should be consistent across different
functions. Built-in edits, options and pull-down wi ndows al so sinplify things
for users and reduce the chance of errors.

Support. Though a properly designed site is very easy to use, users are bound
to have questions fromtinme to tinme. The insurer's staff should be available to
answer their questions and wal k new users through the system

A high level of security. Use of encryption and passwords ensures the integrity
of custonmer information and restricts access to authorized individuals.

Al'l key business functions. If the functions are |limted, agents and CSRs wil |
get frustrated and stop using the Web. The site should provide all the key

busi ness functions needed by agents daily, including quoting, new business
applications, endorsenments, policy changes, down-paynment processing and cl ai s
tracking. This will let agents support the policy during its life-cycle, from
the quote to the new busi ness application, to replacing vehicles, adding
drivers, maintaining property values and addi ng cover ages.

The Web is particularly valuable for handling down payments nore efficiently.
The custoner can wite the agent a check, and the agent can process the check

t hrough the conpany site. Behind the scenes, the Internet acconplishes a



secured exchange of funds.

Additionally, the conmpany site should be integrated with third-party providers
of underwiting information, such as the registry of nmotor vehicles, MR and
CLUE reports. Providing this information directly to the agent's PC hel ps the
agent underwite and nanage the business, and in the long run, can hel p enhance
t he agents performance and i nprove profit sharing.

Wth full functionality, the agency has a powerful tool for tapping into the
conpany and handling al nbost any customer request-imediately. Wile insurers
have already done a lot, they are continually adding nore functions to their
sites.

VWhile the onus is on the insurer to provide an easy-to-use, full-functioned
site, the agent needs to do sone things. The agency nust have the necessary
technol ogy-no bi g deal today. Every reasonably up-to-date personal computer

al ready includes the hardware and browser software needed to connect to the
Internet. Wile a high-speed Internet connection (cable service or a DSL phone
line) may be desirable, it's not mandatory. Using the PC s built-in 56K nodem

with an ordinary tel ephone Iine works perfectly well, especially for typica
agenci es.
The agent's conmitment to using the interactive Wb site is nmost crucial. It's

easy for staff to continue doing business the old, confortable way, but that
doesn't advance the cause. Agency principals need to encourage their staff to
use the Web. Once they get used to it, they'll becone true believers and active
users. p

Luongo is vice president of information technology and chief information officer
wi th the Boston-based Pl ynouth Rock Assurance Corp., a |eading underwiter of
auto insurance in Massachusetts. He joined the conpany last fall and has nore
than 20 years of experience in information technol ogy for property and casualty
i nsur ance. Pl ymout h Rock's site, www. prac.com offers independent agencies a
full range of new business and service functions for auto and honeowners

i nsurance.

| nsurance Ti mesS: Tech Update
April 3, 2001, Vol. XX No. 7

by Mark Hol | mer

Who has the best property casualty insurance Wb sites in the country?

kasi na - a Massachusetts high-tech strategi c management consulting firm- has
conpiled its list of the top 20 in the U S. The wi nners were judged on branding,
content, online services, usability and Wb technol ogy.

The winners are part of a snmaller crop than you m ght think. According to

kasi na, 284 of 1,000 property and casualty conpanies in the U S. even have a V&b
site, and only 22 percent of those let custonmers obtain online policy quotes.
Among the winners: AIG Allstate, Amica, California Casualty, GE Financia

Net wor k, GEI CO Direct, The Hartford, Liberty Miutual, Metropolitan Life,
Progressive, Prudential, State Farm and Travel ers.

* * *
I nsurance conpanies in New York can now appoint or termnate |icensed agents

t hrough the Web. The New York | nsurance Department, touting the nmove in a recent
press rel ease, says the technological switch is made possible by PIN - the



Producer Information Network, "an electronic conmunication network that |inks
state insurance regulators with the entities they regulate.™

PIN, which just recently came online after a trial period in Decenber, lets
conpani es send appoi ntnment or term nation transactions through the Internet by
way of the National |nsurance Producer Registry - a non-profit division of the
Nati onal Association of Insurance Comm ssioners (NAIC). Fromthere, the
transactions then travel electronically to the New York Insurance Departnent for
processi ng.

* * *

Meanwhi | e, the Massachusetts Division of |Insurance has issued a bulletin
updating insurers and agents about their "obligations in the energing real mof
the Internet and insurance nmarketplace." The two-page docunent outlines a number
of concepts for insurers, producers and all state licensees. Anbng them an

i nsurer must indicate on its conpany Wb site that it's licensed in
Massachusetts. The Wb site nust also contain the conpany's nane exactly as it
appears on its license.

In addition, all state insurance |icensees must make sure custoner records and
nonpubl i c personal information remains confidential

For more information, call the DO office of general counsel at 617-521-7309

* * *

El ectroni c signatures becane | egal on March 1. That's the date that a federa
law |l egalizing el ectronic signatures - nmaking themthe | egal equival ent of
signing a docunent with a pen -- went into effect. Congress approved the neasure
| ast year.

The American | nsurance Association narked the occasion in a press rel ease.

" One can al nost hear the trees celebrating," said John Savercool, the AlA
vice president of federal affairs. "Relief fromthe need to create, store and
transmt paper copies of all docunments will fuel the nbve to online insurance
transaction,"” Savercool said.

Custoners, of course, will still be able to use paper transactions if they
choose to, with the industry expected to convert to e-signature capacity over

t he next few years.

* * *
Life and health insurance agents seeking |licensing or continuing education can
now take a practice test online. The PASSTRAK exam prep systemw || offer the

test. The systemis being | aunched t hrough Dearborn, a Kaplan professiona
conpany.

The system provi des practice exans, final exans that resenble |icensing exans,
an interactive format, detailed explanations regardi ng each question and

i medi ate examresults. The test drills can be used in 22 states including
Massachusetts, New Hanpshire, New Jersey and New YorKk.

* * *

Here cones E-Speed Filing.

Arbitration Foruns is intruding its E-Speed Filing Programto hel p speed up

i nter-conpany arbitration for snmall-dollar auto physical damage clainms. It will
now t ake 40 days fromthe date of filing to paynent of an award, conpared to a
112-day average for other Arbitration Forumauto arbitration progranms. Call 1-
813-931-4004.

* * *

It looks like NAM C Online is now the Next Big Thing.
The National Association of Miutual |nsurance Conpanies |aunched its Wb site in
1996. But for the first tine, the site recently drew 1,000 hits a day for a



nont h straight.

Over the last year, the site recorded alnmost 1 mllion page views.

Larry Forrester, NAMC s president, said the site has beconme the insurance

i ndustry equi valent of a daily online newspaper, "that keeps our visitors up-tO-
speed on the | atest devel opnents in our industry

" ... people have cone to depend on us," he said, as a trusted source for

rel evant information and anal ysis."

| nsurance Ti meS: True value of web lies in integrating functions
April 3, 2001, Vol. XX No. 7

The majority of property - casualty insurers did not have a guiding Internet
strat egy when devel oping their web sites and only a few insurers use the
Internet effectively to reinforce their existing corporate strategies.

A new Conni ng & Conpany study also finds that insurers have achi eved many
technol ogi cal capabilities on the Wb, yet npbst insurer web sites fail to give
consuners a conpelling reason to use them

According to the study, " ~The Internet and Property - Casualty Insurance: Lost
in Cyberspace,'' the conpetitive pressures within the industry to be online and
be there quickly, has resulted in a number of strategic disconnects that have

inmpaired and will likely continue to inmpair insurers' Internet efforts.
Conni ng assessed the functionality of 44 leading primary personal |ines and
commercial lines insurers and well-known aggregates, as well as several smaller

insurers that are heavily focused on Internet sales. Wb site findings include
some successes (agent locators), and failures (lead generations, online quotes)
as well as functions that are inmpractical (online clains filing in the persona
[ines.)

However, the Conning study finds that the true value of the Internet will not
cone fromspecific technical applications, but froma conpany's ability to
effectively integrate, via the web, its marketing, operations and
conmuni cat i ons.

Sound Busi ness Strategy

"The conpani es that use the web successfully will not succeed because they have
some secret key to the Internet,'' said dint Harris, vice president at Conning.
"“Rather, they will succeed because they have a sound business strategy, a solid
nodel with a viable value proposition, insightful |eadership and the right
peopl e to execute their strategies. The Internet itself will be incidental.’

The Conning study notes that initially insurers believed that the Internet would
be a maj or source of new sales. But, in reality, online sales have accounted for
only about 1% of today's personal |ine property-casualty premium Part of the
problemwas a failure on the part of many insurers to recognize where their

busi ness was likely to come fromand to design products and systens that woul d
tap into that narket. It has not been uncomon for insurers with strong agency
networ ks, for exanple, to spend heavily on systenms whi ch provided direct-to-
consumer on-line applications. They learned that building it and driving an
audience to it were two different things.

Additionally, many insurers ignored what is enmerging as the true value of the
Internet. It is unprecedented as a source of support for customer service,

di stribution channels, and as a vehicle for streamining business processes and
transactions, both internal and external. The study found that the chief reason
for these oversights was that insurers' Internet initiatives were being | ed by

t echnol ogi sts, not experienced insurance busi ness | eaders.



The Conni ng study recogni zes four distinct groups of insurance entities who
currently use the Internet. They are pure agencies, aggregators, "cyber

agencies,'' and traditional insurers. Utimtely, it is likely that only a few
conpanies will dom nate the online insurance sal es channel. However, the
Internet probably will not save any conpany's business nodel and it will not, by

itself, destroy any conmpany's busi ness nodel, according to Conning.

| nsurance Ti meS: Ny Life I aunches new single premum VUL
April 3, 2001, Vol. XX No. 7

NEW YORK- New York Life introduced the NYLIAC (New York Life |Insurance and

Annui ty Corporation) SPVUL product, a single prem umvariable universal life
product that gives policyholders the benefit of life insurance protection and
the opportunity for their premumdollars to grow on a tax-deferred basis
through a variety of investnent options. A guaranteed death benefit equal to the
policy's face anpbunt is also available to qualified policyhol ders.

"SPVUL nakes perfect sense for those individuals who have a life insurance need
and a single sumof nobney to invest that can be passed along tax free to a naned
beneficiary, such as a famly menber or philanthropic entity," said Mchael P
Gall o, senior vice president of the individual |ife departnment of New York Life
SPVUL has streanlined underwiting and is currently available fromissue age O
to 90 in 38 states and the District of Colunbia. Transfers anmong 21 investnent
divisions, in addition to a fixed account, are easy and tax free, enabling

pol i cyhol ders to change their investnent allocations to suit inmrediate and | ong-
termneeds within their own risk tolerance. The m ni mum single prem umfor issue
ages 18 and up is $10,000 and $5,000 for issue ages 17 and bel ow

O her product features include: streamined policy underwiting; surrender
charge free policy withdrawal s available annually wth limtations; death
benefit that passes tax-free to the named beneficiary and no-cost features that
hel p manage risk, including Automatic Asset Reallocation and Dol |l ar Cost

Aver agi ng.

| nsurance Ti MBS: Mnulife Venture VU stresses flexibility
April 3, 2001, Vol. XX No. 7

BOSTON- Manul i fe Financial recently | aunched Venture VUL Accumul ator, its new
cash accunul ation product. In addition to offering death benefit protection
this variable universal life product is designed for naximum flexibility to suit
a diverse range of clients |looking to increase wealth.

Venture VUL Accunul ator is unique anong |life insurance products as it offers

t hree comi ssion options, three | oad options and three different client groups
to target. Wth tax advantages and extensive investnent options, Venture VUL
Accunul ator offers the benefits needed to nake it a key part of a client's |ong-
termfinancial plan.

O her features include zero net-costing borrowing and a quit snoking incentive.



| nsurance Ti mes: Jefferson Pilot hopes TV ads boost brand
April 3, 2001, Vol. XX No. 7

GREENSBORO, N.C. - Jefferson Pilot Financial announced a national advertising
canpai gn that puts the conpany on prine-tine network TV for the first tine. The
canpai gn, which is thened "Financial Freedom It has its advantages," runs

t hrough Decenber 2001. Jefferson Pilot's commercials will air on a nunber of
top-rated network prograns, including "Frasier," "The West Wng," "Law and
O der," "The Practice,” "Dateline" and "60 Mnutes." The comrercials also wll

appear regularly on cable TV programm ng, including sponsorshi ps of "Mneyline"
on CNN and "The News with Brian WIlians" on CNBC.

Jefferson Pilot Financial Chairman David A Stoneci pher said the new adverti sing
canpaign is intended to create greater nane recognition for Jefferson Pilot.
"Thi s canpai gn represents an exciting, daring departure from our previous
advertising efforts. Qur research indicates that we are recogni zed w thin our

i ndustry as being one of the top insurance and investment conpanies in the
United States. But on the consuner side, Jefferson Pilot is not as well known
out side the Sout heast as we'd |like," Stonecipher said. "This canpaign is

i ntended to make Jefferson Pilot nore of a household nane across the country.
That's the reason we're stepping into the national spotlight of prime-tine
network TV."

| nsurance Ti nMeS: F&G Life termproduct fill brokerage need
April 3, 2001, Vol. XX No. 7

BALTIMORE - Fidelity & Guaranty Life Insurance Co. (F&G Life) has introduced
Saver's Select Term a newtermlife insurance product that gives consuners the
advant age of an optional Return-of-Premiumfeature that can ultimately give them
a full refund of all premiuns at the end of the policy term

Saver's Select, with its two underwiting bands - Preferred and Standard, also
allows life insurance agents to sell a premumrate with confidence.

"According to Harry N. Stout, president of F&G Life, "This policy is easy for
clients to apply for and allows agents to earn better than average income by

pl aci ng a custoner focused life insurance policy that has |ong been mssing in

t he brokerage term narketpl ace."

Saver's Select Term features other flexible options for policyhol ders that

i nclude 15-, 20-, and 30-year termperiods with a | evel death benefit; and

prem ums guaranteed for their choice of 10 years or, for an additional cost, the
full term period.

| nsurance Ti MBS: Prudential stock could debut by end of 2001 if approved
April 3, 2001, Vol. XX No. 7

Intends to trade as Prudential Financial Inc. on the NYSE using the ticker
synmbol PRU



by Jeffrey Gold
Associ at ed Press

NEWARK, N.J. (AP) - Prudential Insurance Co. of Anerica, the nation's |argest
life insurer, has filed its plan for becoming a publicly traded conpany with
state regul ators.

Under the plan delivered to Banking and | nsurance Conm ssioner Karen Suter on
March 14, Prudential proposes giving stock, cash and other considerations to 11
mllion policyhol ders.

The conpany anticipates it could becone one of the nost widely held U S. stocks,
wi th each policyhol der getting at |east eight shares.

Val ued at $20 Billion

Anal ysts believe Prudential will be valued at about $20 billion when it goes
public. The conpany said the average worth to policyhol ders cannot be cal cul ated
because of the varied forms of compensation

Sut er nmust deci de whether the deal is good for policyholders and the conpany.
After she conducts a public hearing, Prudential policyholders could vote on the
proposal this sumrer, and Suter then has six weeks to make a decision

I f approved by regulators and policyhol ders, Prudential stock could nake its
debut by the end of 2001, executive vice president Mark Gier said.

The conpany intends to trade as Prudential Financial Inc. on the New York Stock
Exchange using the ticker synmbol " "PRU "'

Less than three nmonths ago, however, Prudential hoped to have its application in
by February and the public offering by Cctober.

The delay was related to Prudential's efforts at reorganizing a bankrupt
Japanese conpany, the Kyoei Life Insurance Co., Prudential spokesman Bob

DeFilli ppo said.

The Newar k- based financial giant maintains it needs to go public ~"to respond to
rapi d changes in today's marketpl ace.'

Grier said Prudential is confident the plan will strengthen the conmpany and
benefit policyhol ders.

"We've taken the time necessary and believe our plan is the best for

pol i cyhol ders and the company,'' Gier said in a statenent.

I nsurance Departnent spokesman Wlliam K. Heine said the conm ssioner has 30
days to deternmine if it is conplete, after which policyholders can vote. But
that clock may not begin ticking until Prudential subnmits recent financia
results in April, he said.

Pl an Summary

A Web- based summary of the plan shows that Prudential proposes a reorganization
that woul d keep its insurance business separate fromits other services,

i ncl udi ng car insurance.

It will set aside $48.7 billion in bonds and i nvestnents to keep a prom se that
it would pay benefits into the next century on life insurance policies, the
sunmary sai d.

The conpany al so plans to give its thousands of enpl oyees a chance to obtain
stock options, along with former policyhol ders who were victins of agent

nm srepresentation during the 1980s.

Prudential said the total value of the conpany woul d be distributed to those who
held eligible policies as of Dec. 15, the date its board adopted the
denut ual i zati on pl an

Prudential first announced in 1998 that it planned to convert to a publicly
traded conpany from a nutual conmpany owned by policyholders for the last 85
years.

Prudential's effort to convert to a public conpany cones after other major

i nsurers, such as Metropolitan Life Insurance and John Hancock Mutual Life, did



Sso.

Al so scrutinizing the plan will be by New Jersey Citizen Action, a consuner

wat chdog group.

"The main thing we're interested in seeing is the actual formula on how the

val ue of the company will be distributed anbng policyholders, and howit wll be
di stributed anong executives,'' said Leila Amrhanzeh, a group organi zer

A summary of the plan said, Enployee ownership is inportant to notivate our work
force to conpete nore effectively and to enable the conmpany to successfully
attract and retain enpl oyees.'

The plan includes a stock-based conpensati on programin which workers may get a
one-time grant of stock options on the date that the | PO cl oses. Lower-|eve
conpany officers could get options after six nonths, while senior officers and
board menbers may not receive any grant of stock options for a year after the

| PO, according to a summary of the plan

Prudential had nore than $363 billion in assets under managenent as of Dec. 31,
maki ng it anong the |largest financial-services institutions in the world. Its
products and services include |life insurance, property and casualty insurance,
mut ual funds, annuities, pension and retirement-rel ated services and

admi ni stration, asset managenent, securities brokerage, real estate brokerage
franchi sing, and rel ocation services.

| nsur ance Ti nes: Life insurers' conservative investnents hurt val uations
April 3, 2001, Vol. XX No. 7

HARTFORD - Life insurance conpanies did not alter their conservative approach

to take advantage of the strong stock market from 1995 -1999 and their capita
hol di ngs remain far nore conservative than the industry guidelines, according to
a recent study from Conni ng & Comnpany.

The conservative managenment of capital by life insurers appears to have hurt
their valuations and thus, their attractiveness as acquisitions to other
financial services firns.

The study consisted of 247 |ife insurance conpanies representing 90 percent of
the industry's total prem uns and deposits.

According to the Conning study, "lInvestnent Profile of the Life |Insurance
Industry," total fixed-income investments remained flat from 1995 - 1999 at
about 94 percent. In search of higher yields, life insurers becane somewhat nore

aggressive with their bond investnents and the overall credit quality of the

i ndustry's bond portfolio declined. Bel owinvestnment-grade bonds increased from
5.4 percent of the bond portfolio in 1995 to 7.6 percent in 1999, nore than a 40
percent increase.

In spite of nore aggressive fixed income investnents, gross yield on insurer
bond portfolios, the main source of investnent inconme, fell 52 basis points,
from8.28 percent in 1995 to 7.76 percent in 1999.

Stocks remained a mniscule investnment during this period, accounting for only
two percent of industry assets, after excluding the comon stock of affiliates
(nmost often a corporate structure rather than an investnent decision). This
figure is up from1.4 percent in 1995, but the anpbunt of this increase is |ess
than the appreciation of existing holdings and does not reflect a net increase

i n new i nvest nent.

"Life insurers are not being as productive as they could be with their avail able
capital ," said George P. MKeon, CLU, assistant vice president at Conning and
aut hor of the study. "The issue is whether this approach reflects the intentions



of conservative managenent or whether it reflects an industry that is uncertain
of where to invest. It is no wonder that bank/insurer nmerger activity has been
so low. Cautious capital retention has depressed the ROE of many insurers,
maki ng them unattractive as potential partners.”

Mort gages as a percentage of invested assets dropped from13.9%in 1995 to 12.2
% in 1998, before rebounding slightly to 12.7%in 1999. Comrerci al nortgages
constitute the largest portion of insurers' investments in nortgages, accounting
for about 92% of nortgage | oans.

There are several reasons for reduced investnment in nortgage assets. First, the
yi el d advantage of investing in this class has declined. Aggregate yield spreads
for nortgages relative to the industry's yield on bonds have declined by 24
basi s points over the past five years.

Second, nortgages are illiquid assets, which create risk if cash is needed

qui ckly. Insurers wishing to obtain sone of the advantages of nobrtgages at
reduced liquidity risk can do so by investing in nortgage - backed securities.
St ock conpani es have a greater percentage of assets held in bonds conpared to
nut ual conpanies, 77.7%to 67.6% Mitual conpanies are far nore aggressive in
their comon stock hol di ngs; 4.5% of nutual conpani es' assets are allocated to
conmon stocks vs. 1.2%for stock conpanies.

O the six peer groups Conning analyzed in their study, the accident and

heal th and rei nsurance groups have the | argest allocation of cash and short-tem
bond investnents, in keeping with the shorter termcharacter of their
l[iabilities and the corresponding need for liquidity. At the end of 1999, the
percent age of investnent assets in cash and short - term bonds by peer group
was:

Rei nsurance 4. 7%

A& H 4.5%

Life & Annuity 3. 7%

M xed 3. 4%

Annuity 2.8%

Life 2. 4%

I ndustry Average 3.2%

| nsurance Ti mesS: Mst life agents now al so hold securities |icenses
April 3, 2001, Vol. XX No. 7

Series 6 now standard but demand for Series 7 grows

More than two-thirds of U S. life insurance conpanies say the vast majority of
their agents hold Series 6 securities |icenses and 36 percent of the conpanies
require themto do so, according to a survey by Securities Training Corp., New
York, in cooperation with LIMRA International

In 1997, only about one-third of the country's nearly 200,000 life insurance
agents held an NASD securities |license of any kind, according to LI MRA
Furthernore, a quarter now require agents to obtain their Series 7 |license, said
STC President Paul Weisman.
The Series 6 allows agents to sell variable products and nutual funds, while the
Series 7, a general registered representatives license, pernits sale of a ful
range of securities and investnment products.
Wei sman noted the trend towards NASD licensing in the life insurance industry
has been under way since the early 1990s, when conpani es began of fering variabl e
products. Holding a Series 6 has only becone standard in the |ast three years.



"It's practically a nust that agents be licensed now that al nost 70 percent of
life insurance products, such as variable annuities and variable life, are

equi ty-based, " Wi sman explained. "Also driving the licensing trend is the
shift towards fee-based, investnment advisory work and away from conmi ssion or
transacti on- based conpensation. The fact that a quarter of insurers now require
agents to be Series 7 licensed speaks to the increasingly sophisticated

i nvest nent products they offer or expect to offer in the near future."

STC devel ops training prograns for the securities, banking and i nsurance

i ndustries. STC has offices in New York, Boston, Chicago, Los Angeles, San
Franci sco and affiliates in Boca Raton and London. Visit STC at www. stcusa.com

VWhat Percentage of Your Agents Are Series 6 Licensed?

Less than 25% 19%

26-50% 6%
51-75% 6%
76-100% 69%

| nsurance Ti MBS: Report: Mass. Blues fastest grow ng HVO
April 3, 2001, Vol. XX No. 7

BOSTON - Bl ue Cross Blue Shield of Massachusetts' HMO Bl ue was the fastest
growi ng health plan during 2000, a study by a M nnesota research organization
reported

Inits HMO I ndustry Report, InterStudy of St. Paul found that HMO Bl ue added
nearly 200,000 new nenbers between July 1999 and January 2000, ranking first in
grow h anong the 25 plans revi ened

HMO Bl ue's total enrollnent as of January 2000 was 1, 020, 310. For all of its

pl ans, BCMSMA added 465, 000 new menbers, bringing its total enrollment up to 2.2
mllion.

For 2000, the insurer posted a $110 mllion net gain

| nsurance Ti mMeS: Mine House lets donestic benefits policy stand
April 3, 2001, Vol. XX No. 7

AUGUSTA, Maine (AP) - The Miine House voted to let stand wi thout further
scrutiny a state policy extending health-insurance benefits to same-sex and
opposi te-sex donestic partners of state workers.

Rep. Brian Duprey sponsored an order directing the Appropriations Conmittee to
hold a public hearing on the expanded coverage before conpleting work on the
state budget that would fund it for the next two fiscal years. Wth its
rejection by on 85-56 roll call in the House of Representatives, the order is
dead and needs no Senate vote.

The State Enpl oyee Health Conmi ssi on approved the domestic partners policy weeks
ago, and Gov. Angus King let the decision stand without any |egislative

i nvol venent .

Duprey, R-Hanpden, said his proposal calling for new review of the action is not



about gay rights, but is about spending public noney and foll owi ng appropriate
channel s.

The admi nistration's action drew a critical reaction froma group that battled a
gay-rights referendum proposal that was defeated at the polls | ast Novenber.
"This is outrageous,'' said Mchael Heath, executive director of the Christian
Cvic League of Maine. "It's not only norally troubling but al nbst unbelievable
when consi dered fromthe point of view of procedure or process.'

The Maine State Enpl oyees Association, the [argest union of state workers in

Mai ne, supported the policy and said it received a full public airing before the
State Enpl oyee Heal th Commi ssion authorized it.

"This is not a free benefit,'' added MSEA Executive Director Carl Leinonen
noti ng that enployees pay a portion of the prem uns .

Lei nonen said the health comm ssion, which has jurisdiction over enpl oyees of

t he executive and judicial branches, technical colleges, Mine Maritine Acadeny
and Mai ne Turnpi ke Authority, has statutory authority to adopt the policy. He
said the MSEA drew attention to the policy in a publication it sent to

| egi sl ators nmont hs ago.

| nsurance Ti meS: Linra: Humen capital key to successful nergers
April 3, 2001, Vol. XX No. 7

W NDSOR, Conn. - Consolidation anmong financial firnms is a fact of life, but
conpani es that show they value their human capital nmanage through nmergers better
than those that don't, according to Linra International in a report titled, "Now
That We're Married, How Do W Live Together? The Human Factor in Making Mergers
Work. "

Joy |I. Hansen, MS., an information consultant in Lima's InfoCenter and author
of the paper, said seven strategies energed fromthe experiences of the
conpani es exam ned for the paper

* Prepare for change well before change actually occurs.

* Mai ntai n open, honest and ongoi ng conmuni cati on throughout the process.
* | nvolve staff nmenbers fromall |evels of both conpanies.
* Address cultural differences directly.
* Pay particular attention to internal human resource issues and ways to manage
channel conflict.
* Ensure that what the customer sees does not change.
* Take advantage of strong brand identity.

"During the nerger process, conpanies that seize the opportunity to speak
directly to the human side of change managenent have a big junp on ensuring a
snooth transition and successful integration,” Hansen said.

| nsurance Ti NMBS: Ghio National, Canada Life in strategic alliance
April 3, 2001, Vol. XX No. 7

Cl NClI NNATI - Ohio National Financial Services and The Canada Life Assurance Co.
announced a strategic alliance for the sale and servicing of group life and
heal t h products.

As part of the agreement, Canada Life will purchase Chio National's existing



group insurance busi ness and nake avail abl e an expanded |ine of group insurance
products for sale by Chio National group sal es associ ates.

The cl osing, which is expected April 6, 2001, will result in a cash paynent by
Canada Life to Chio National for terns which were not disclosed.

The strategic alliance includes group Iife and health products only. In its
group operation, Chio National offered group termlife insurance, group short-
termand long-termdisability insurance and stop | oss plans. G oup pension
annuities are not affected by this agreement.

| nsurance Ti NBS: NY weighs health premumtax credit for snall
busi nesses
April 3, 2001, Vol. XX No. 7

by M chael Gorm ey
Associ ated Press

ALBANY, N.Y. (AP) - The Senate Republican najority has a plan to save the
state's small est businesses $235 nmillion a year while securing health coverage
for mllions of workers.

The tax credit proposal that the Senate nmajority is trying to get in the 2001-02
state budget would apply to businesses with 50 or fewer workers pulling in

$290, 000 or less in net inconme. It would give enployers an income tax credit
equal to 10 percent of their health insurance cost as long as the conpany pays
for at least half of the prem umns.

Senate Majority Leader Joseph Bruno said as many as 600, 000 small busi nesses
could qualify for the credit that could help cover 5 million enployees w thout

i nsurance or whose coverage is threatened as prem uns ri se.

Bruno said small firnms would save big bucks: An enployer with six enpl oyees
coul d save as nuch as $3,200 a year and an enployer with 47 enpl oyees coul d save
$14, 000.

One of themis Dean Canpbell. The owner of Colonie Craft Hones in Saratoga
County said his health care premumfor eight full-time enployees increased 30
percent in recent years. He said he's always offered the benefit because solid
benefits packages are needed to attract and keep skilled enpl oyees at his hone
construction firm

Many enpl oyers nust consi der dropping health coverage or passing off nmore of the
cost to enployees as premuns rise as nuch as 10 percent a year. Canpbell said

t he Senate Republicans' proposal would curb that, while giving businessnen an

i medi ate savings and capital to expand or upgrade.

"One in 20 businesses said prem um hi kes forced themto drop enpl oyee
coverage,'' said Mark Al esse, director of the National Federation of Independent
Busi ness.

Al esse said a recent survey of his group's nenbers found that just under half
reported their insurance prem uns increased by nore than 11 percent in the past
year and 25 percent saw increases of over 15 percent.

"Enpl oyers are faced with the difficult decision of whether to shift nore of the
i nsurance cost to enployees or drop health care coverage entirely,'' Bruno said.
About 40 percent of snall business enpl oyees have conpany heal th insurance,
according to the Senate. The average cost is $2,300 a year for an individual and
$5,000 a year for fanmly coverage. Ninety percent of New York's small businesses
pay nmore than half those costs.

Assenbly | eaders discuss this type of proposal in budget negotiations with the



Senate, said Dan Weiler, spokesman for Assenbly Speaker Shel don Silver.

| nsurance Ti mes: Job stability up for women; down for men
April 3, 2001, Vol. XX No. 7

WASHI NGTON, DC- Regardl ess of the current economic slunp and recent economc
boom job tenure anbng Anmerican workers has been increasing for wonen and
decreasing for nen-resulting in little overall change, according to the
nonparti san Enpl oyee Benefit Research Institute (EBRI).

An article featured in the March EBRI Notes finds that underlying econonic
conditions, which appear to have changed in the latter part of the 20th century,
may play an inportant role in the interpretation of recent job tenure data. The
article anal yzes these data, fromthe U S. Bureau of Labor Statistics, and

di scusses their inplications for the retirement security of

Recent research shows two distinct tenure trends: a general decline in nedian
tenure for all male age groups, versus an overall increase in tenure for female
enpl oyees. The net effect across all workers was a slight decrease in tenure

| evel s. Despite this overall decline, however, recent tenure figures remain
conparable with those of past decades.

Specifically, over the 1983-2000 period, the fraction of all wage and sal ary
workers with two years or less of tenure with their current enployer was in the
36 percent to 39 percent range. Job tenure for males fell for all age groups
from 1983 to 2000, but has |evel ed out the past couple of years. Job tenure for
virtually all fenale age groups has been rising since 1951, and has risen the
nost for women in the 45-54 age group

EBRI President Dallas Salisbury noted that the report illustrates that job
tenure data are not necessarily a good yardstick to gauge enpl oynent security,
unl ess underlying economc factors are al so considered. For instance, he said,
many anal ysts may regard increases in enployee tenure as a sign of inproving job
security and decreasing tenure as a sign of a decline in job security, when in
fact the opposite could be true.

"An increase in enployee tenure may reflect |ower overall job security if it
occurs during a recession, when relatively junior workers |lose their jobs nore
rapi dly than do workers with | onger tenure," Salisbury said.

"Conversely, a decrease in enployee tenure can result during economnic expansion,
particularly in a tight |abor market, as nore job opportunities beconme avail abl e
and experienced workers find better jobs."

| nsurance TimMmeS: R Blues fined by state for not offering required

heal t h pl ans
April 3, 2001, Vol. XX No. 7

PROVIDENCE, R I. (AP) - The state's largest health insurer has been fined

$10, 000 for failing to honor legislation that required it to offer four tiers of
i nsurance plans to small busi nesses.

Blue Cross Blue Shield of Rhode Island also is required to refund any

busi nesses that paid nore because it could not offer the expanded plan options,
according to the state Departnent of Business Regul ation, which |evied the fine.



Under the ruling, the conpany cannot offer or renew health plans to smal
conpanies until it adds the options.

Blue Cross Blue Shield will appeal the decision, spokesman Scott Fraser told
The Provi dence Journal. The conpany believes the statute did not require it to
of fer more health options.

Fraser said adding the options would cost up to 2,500 hours of overtine.

Under the law, health insurers are required to offer four plans to businesses
with 50 or fewer enployees by Oct. 1 last year. The four plans are for enrollee;
enrol |l ee and spouse; enrollee and children; and enrollee, spouse and children
Fraser said the conpany can have the options by April 1.

The conplaint was filed by UnitedHeal thcare of New Engl and, the second-| argest
insurer in Rhode Island. The firmhas lost clients to Blue Cross & Blue Shield
after conplying with the |aw, said Budd Fisher, UnitedHeal thcare's president and
chi ef executive officer.

| nsurance TI NMBS. PIACT elects Benson its new president, honors Dougherty
and Johnson; Col oni al Life names Rather for east region; Kerzner pronpted at
Hartford Life; Lebo named interim COO at Safeco

April 3, 2001, Vol. XX No. 7

Pl ACT

Pr of essi onal | nsurance Agents of Connecticut Inc. elected officers during its
recent annual convention in Waterbury. Followi ng are the new officers who will
| ead the association in 2001-2002.

Presi dent: Janes Benson, vice president of Merit Insurance in Bridgeport, has
been an active nenmber since 1987, serving on administrative, executive, budget
and government affairs conmttees. He is also a past president of the
Connecticut Young I nsurance Professionals and the southern Connecticut chapter
of the Chartered Property Casualty Underwiters.

President-el ect: James Pascarella, president of Orange Insurance Center in
Orange, has been a PI ACT nenber since 1982 and serves as the governnent affairs
chairperson. He was treasurer of the association in 2000.

Vi ce president: Robert Gyle, a personal |ines account executive for Davidson

I nsurance Services in Danbury.

Vice president: Jeffrey Parnenter, a principal with S H Smith & Co. in West
Hartford.

Treasurer: Joseph Bishop, vice president and secretary of Associated |nsurance
Agenci es i n Handen.

Secretary: John Di Matteo, president of A.A Di Matteo Insurance Service Center in
Trumbul | and Bet hany.

Edwin G Kline will serve as imediate past president. Kline is a producer for
the John M d over Agency in Ridgefield.

Pl ACT al so elected the following to its board of directors: Dene Myher, office
manager of Hanmilton, Kl arman and Shanley Inc. in New Haven; J. Kyle Dougherty,
presi dent of Dougherty Insurance Agency in Stratford; Gerard Prast, president of
Continental Agency of Connecticut; Janmes Pascarella, president of Orange

I nsurance Center in Orange; M chael Gergler, owner of WIlcox & Reynolds in
Storrs; James A. Goodnmn, president of Goodman Insurance Inc. in Shelton

M chael F. Keating, president of Mchael J. Keating Agency Inc. in \West
Hartford; M chael E. Wederlight, president of The Insurance Exchange in
Stanford; John Di Matteo, general nanager of A A D Matteo | nsurance Service
Center in Trunbull; Jeffrey Parmenter, principal with SSH Smth & Co. Inc. in



West Hartford; and Brian J. Schmitt Sr., president of Curtiss, Crandon &
Mffette Inc. in Trunmbull.

In other news out of its annual convention, PIACT awarded its Professional Agent
of the Year Award to Maynard "Doc" Dougherty, vice president of Dougherty

I nsurance Agency in Stratford. He has played a highly active role in PIACT since
t he 1980s.

The Conpany Professional of the Year Award went to Leslyn Johnson of Quincy
Mutual Fire Insurance Co. Johnson, a marketing nanager, was recogni zed for the
prof essi onal service she has provi ded her conpany, the conpany's clients and

i nsurance agents in Connecticut, Massachusetts and Rhode Island during her years
of service.

Al so, Craig D. MacGovern, of the Arthur A Watson & Co. Inc., was honored as
Chai rperson of the Year for his work on the convention and executive commttees.

Colonial Life

Dave Rather has been naned public sector state nanager for Colonial Life &
Accident Insurance Co.'s eastern region. He will be responsible for building
public sector business in New Hanpshire, Rhode Island, Connecticut, Virginia,
Ohi o, Kentucky and M chi gan

Hartford Life
Bob Kerzner has been pronpted to executive vice president at Hartford Life in

recognition of his leading the individual life division to record sales and
profits.
When Kerzner took charge of Hartford Life's individual |ife operations in 1998,

the division notched $163 million in sales. Last year, sales topped $200
mllion. Kerzner joined the conpany in 1974,

Ameri can Col | ege

The American Col | ege announced that Marcia H Burns has been appointed vice
president of nmarketing. Prior to joining the college, Burns worked in various
capacities for Advanta/Fleet Credit Services and, before that, with C gna Corp
The col |l ege, based in Bryn Maw, Penn., offers long distance |earning for
financi al services professionals.

El ement Re

El ement Re Capital Products Inc., a provider of weather risk managenent
products, has added six new enployees to its Stanford, Conn. team The conpany
has named Scott Edwards as vice president and controller; Erik Banks as chief
risk officer, and Adel e Raspe as general counsel for derivatives. It has also
added three people to its research team Robert Henderson, vice president; Niraj
Si nha, vice president; and Yu Li, assistant vice president.

Saf eco

Saf eco has nanmed |long tinme conpany executive Bill Lebo as interimchief
operating officer for Safeco Personal |nsurance, the conpany's |argest insurance
segment .

"We're focused on quickly inmproving the financial performance of Safeco's auto

and hormeowners lines," Lebo said. "W will stress disciplined underwiting, and
t ake necessary actions to make these |ines of business consistently profitable.”
Lebo will continue to serve as executive vice president for Safeco's property
and casualty conpanies. In this role, Lebo is responsible for field operations
nati onwi de, and for marketing and claims of the property and casualty conpani es.



| nsurance Ti meS: COWONVEALTH OF MASSACHUSETTS
April 3, 2001, Vol. XX No. 7

O fice of Consuner Affairs and Busi ness Regul ation
DI VI SI ON OF | NSURANCE
One South Station Boston, MA 02110-2208

Noti ce of public hearing of the proposed nerger of Healthsource |nsurance
Conpany with Berkshire Life Insurance
Conpany of Anerica

The Division of Insurance (the "Division") will hold a public hearing (the
"Hearing") at 10:00 a.m on April 19, 2001 regarding the proposed merger of
Heal t hsource | nsurance Conpany ("Heal thsource"), a Tennessee stock insurance
conpany, with and into Berkshire Life Insurance Conpany of Anerica ("BLICOA"), a
Massachusetts stock insurance conpany. The Hearing will be held at the offices
of the Division of Insurance, Fifth Floor, One South Station, Boston,
Massachusetts, 02110-2208 pursuant to Massachusetts General Laws chapter 175,
section 19A.

Under the terns of the project nerger, Healthsource will nerge with and into
BLICOA with BLI COA as the surviving Massachusetts entity. If the nerger is
approved, the merged conpany will be a wholly owned subsidiary of The Guardi an

Life I nsurance Conmpany of America ("Guardian"), a New York mutual insurance
conpany, which currently has a pendi ng application before the Division seeking
approval of a nmerger with Berkshire Life Insurance Conmpany ("Berkshire"), a
Massachusetts rmutual insurance conpany. The nerger of Berkshire with and into
Guardian will be the subject of a separate hearing to be held at a later date at
Counci | Chambers, Pittsfield City Hall, 70 Allen Street, Pittsfield, MA 01201.

Any person who wishes to testify nmust file a Notice of Intent to Testify with
the Division on or before April 17, 2001. Al other parties who wish to testify
wi Il be heard subsequent to those who notify the Division in advance. Persons
wi shing to subnmit witten comments may do so until the record of the Hearing is
closed. Al subni ssions must be sent to: Docket O erk, Hearings and Appeals,

Di vi si on of Insurance, One South Station, Boston Massachusetts, 02110-2208, and
nmust refer to Docket No. F2001-01A.

M chael T. Caljouw Richard A Cody
Presiding Oficer Presiding Oficer

March 21, 2001

| nsurance Ti MBS: st. Paul Guardian Insurance Conpany
April 3, 2001, Vol. XX No. 7

April 3, 2001
St. Paul Guardi an | nsurance Conpany

385 Washi ngton Street
St. Paul, MN 55102



The above conpany has nade

application to the Division of Insurance for a license/ Certificate of Authority
to transact Boil er & Machinery insurance in the Compnwealt 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 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: Innovation Group acquires Pyram d Acquisition Corp. of
Danbury, Conn.
April 3, 2001, Vol. XX No. 7

The I nnovati on Group has acquired Pyranm d Acquisition Corp., the parent of
Pyram d Services, Inc., a Danbury, Conn. provider of software for third party
adm nistrators of insurance clains, insurance carriers and self-insured

busi nesses. The Innovation Group is based in the United Kingdom p

Lowel | 's Enterprise Bank partners

with The McCarthy Cos. for insurance

Enterprise Bank of Lowell, Mass. has | aunched a new i nsurance subsidiary,
Enterprise I nsurance Services, in partnership with The McCarthy Conpanies, Inc.
a national insurance and risk managenent firm headquartered in WI mi ngton, Mass.
Enterpri se Bank and Trust has offices in nine cities in the Lowell area. p

I ns\Web count er sues eHeal t hl nsurance

SACRAMENTO, Calif. - InsWb Corp. has responded to recent allegations and | ega
action taken by eHealthl nsurance Services Inc. In a filing with the U S
District Court, Northern District of California, San Jose Division, on March 22,
I ns\Web deni ed earlier allegations that it breached an online-distribution
agreenment with eHeal t hl nsurance, and counter sued for damages caused by

eHeal t hl nsurance's all eged early and inproper term nation of their agreenent.

In a news rel ease i ssued Feb. 21, InsWb announced that it tenporarily suspended
online health-insurance quoting. Ins\Web said the suspension was due to the
deci si on by eHeal t hl nsurance, fornerly the conpany's excl usive provider of
online health-insurance quotes, to unilaterally term nate their relationship



