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McConaghy strives for balance in regulation

Supports state regulation with nmore uniformty; planning privacy, |icensing
rul es

by Penny WIlians
I nsuranceTi nes

PROVIDENCE, R 1. - Even if the required 29 states enact the provisions of Gamm
Leach Bliley Act, the result may be nore unifornmity in state regul ati on but not
necessarily reciprocity, clains the new business regulator in Rhode Island.
"Even if 29 states do enact this, we haven't seen the last of this. | think this
wi Il be an on-going discussion," comrented Marilyn Shannon McConaghy, the new
director of the Rhode Island Departnent of Business Regulation, in a recent
interview wi th I nsuranceTi nes.

In an interview wth InsuranceTines |ate |ast nonth, MConaghy addressed the
role of state regulation and her departnent, financial services deregul ation
producer licensing, privacy and other issues.

Woul d you explain the overall role of the Department of Business Regul ati on and
the role of the DBR in insurance?

McConaghy: The DBR is structured somewhat differently here in Rhode Island from
ot her states. The DBR has been given different industries by the Legislature to
regul ate. W cover everything from banking, securities, insurance, a division
call ed comercial |icensing, covering various and sundry areas such as

uphol sterers, real-estate sales and brokers, nobile hones, auto body repair and
wr eaki ng and sal vage, to racing and athletics. In all there are five divisions.
In terms of the DBR s role in insurance, we are by statutory construction the
entity that is the regulator for all of our donestics and licensed entities who
cone in and conduct business activities in the state. W do all of the licensing
functions, the regulatory oversight, adnministrative actions where these are
necessary and the conplaint process as well as doing financial analysis and
exam nations. W al so regul ate HVOs here.

VWat role do you see the federal government vs. state government playing in

i nsurance regul ation? Does a dual system allow ng i nsurance conpani es to choose
whet her they want federal or state regul ation nake sense?

McConaghy: We're living that scenario daily as this is playing out under the
Gramm Leach-Bliley Act. W are, as are all of the other states, attenpting to
see what the responsibilities of the state insurance division are, to determn ne
what initiatives would be necessary to allow us to be one of the 29 states or
nore that initiate the Ganm Leach-Bliley requirenents so as to avoi d NARAB

| guess the federal governnent has deci ded under Gramm Leach-Bliley if the
states are not going to interject some uniformty and reciprocity in the process
of licensing that it will do it for them So we are in the process of attenpting
to develop legislative initiatives and regulatory initiatives that wll
hopefully allow us to be one of the 29 states that conplies with G anm Leach-
Bliley because we do think it's inportant to have state regul ati on of insurance.
But, we on the other hand, also believe froma business perspective that it is a
good i dea for conpanies to be able to rely on uniformty state-to-state in both
their conmpany and producer |icensing functions. So | guess our position is that



there are good points on both sides. One, the federal initiative to interject
sone uniformty is a good one from a busi ness perspective. People can do

busi ness nore efficiently and they can have nore predictability in terns of what
they need to do to not only get licensed but also to conply with regul atory
requi renents once they are licensed. But it's also a good idea for individua
states to be able to regulate the entities that do business within their borders
to take control of that aspect of it.

And | see that as the balance that the G anm Leach-Bliley Act is attenpting to
achi eve.

As for the second part of the question concerning a dual system that is really
what Gramm Leach-Bliley is getting at because to the extent that we have 29 or
nore states, but sonething | ess than 55 states, we are going to have a dua
system W're going to have nore than a dual system

We' Il have the systemthe 29 or nore states are operating under and then we'l]|
have anot her whol e set of systens that the individual companies and producers
are going to have to conply with in each of those states that are not G amm
Leach-Blil ey conpliant.

We did | ook at the issue of what woul d happen to those other states and right
now it |ooks Iike under Gramm Leach-Bliley they are going to be allowed to
continue to operate as they have been. But whether or not the federal governnent
will see that as the next area to address in ny mnd renains to be seen

The question becones, what if the other states don't at sone point conme on
board? Is the federal governnent going to be satisfied having 26 states off
doing their own thing, or will there be pressure put on the federal government
to address that issue?

The other question is: Even if we have an avoi dance of NARAB because 29 states
have adopted this initiative, we may end up with uniformty in the sense of

uni f orm producer licensing but not necessarily have reciprocity.

We're still working through some of the very fine nuances of G amm Leach-Bliley
and how much devi ation can there be state-to-state in order still to achieve
reciprocity remains in question

W nay end up in a situation where we have 29 states that have uniform
producers' |aws but there nay be sonme variations that are all owed under G amm
Leach-Bliley that would | ead us to not necessarily have reciprocity with sone

states. So in ny mind that's an area that is still being fl eshed out
particularly at the NAIC
To ny mind, the question is how nuch can Rhode Island vary, if at all, and stil

be able to say we have the uniform act but because of certain tweaking we are
not going to be reciprocal ?

| think that will all be fleshed out as reasonabl e ninds cone together and agree
where the different shades of gray should be. W have sone requirenents now in
our licensing |law that other states don't. W have an errors and om ssions

requi renent, for instance. Can we still have that or do we need to repeal that
inthe first instance in order to have the uniformact and secondly be

reci procal ?

Even if 29 states do enact this, we haven't seen the last of this. | think this
wi || be an on-going discussion

VWere do you see the appeal to the OCC by banks regarding the R banks/insurance
| aw endi ng up?

As we sit here, our legal division is drafting a response. | don't see this as
being terribly different fromthe challenge | odged in 1997 that was based on the
Barnett Bank case. This challenge is obviously filed in light of G anm Leach-
Bliley. | know our position is not going to change. Qur regul ation hasn't
changed; our |law hasn't changed. W don't see the basis of the chall enge as
being significantly different.



Where does the dispute with Massachusetts' officials over |icensing of non-
resi dent agents in that state stand?

McConaghy: The npbst current information on that particular issue is that those
i ndi vidual s or agencies in Rhode Island that were the subject matter of the
inquiry in Massachusetts are in the process of resolving their differences via
an agreenent entered into between the Massachusetts Conmi ssioner and the

i ndi vidual Rhode I|sland non-resident |icensees and that they are working their
way through coming into conpliance.

Massachusetts was taking enforcement action agai nst Rhode |sland non-resident
i censees but we were assured that Rhode Island was not being singled out. This
was an issue of enforcement. They felt that there were certain violations of
their state statutes that they needed to address.

We currently have pendi ng here Massachusetts applications fromresidents for
non-resi dent |icensees and maybe a handful of renewals that have come in while
this dispute has been pending. We're currently awaiting a resolution of it and
clarification of exactly what the Massachusetts requirenents are going to be.
That's an on-going process that will be fleshed out with Massachusetts and the
i ssues will become clearer as these consent agreenents are resol ved. Rhode
Island is a reciprocal state so our goal is just to be reciprocal with all of
the states we're dealing wth.

Do you think a one-stop financial services is really the wave of the future?
McConaghy: | think what | see as the wave of the future is choice - giving the
consumer the ability to do all of their transactions at one place. |If consuners
want to do their financial business and their insurance business and their
securities business at one place that's now an option that is broader than it
was prior to this tinme. But they still have the option of dealing with their
bank separately, their broker separately, their insurance agent separately. So
really, in my mnd, it's a question of choice as opposed to consolidation or
elimnation of any particular option

It always benefits the consumer to have choi ce.

VWhat is the status of privacy |legislation/regulation in Rhode |Island and do you
support the NAIC Mdel ?

McConaghy: W are in the process, at this point, of pronulgating an energency
regul ation that will extend the effective date for privacy until July 1, 2001.
just reviewed it last night. But, absent that regulation it would have been

ef fecti ve Novenber 13.

We felt it was prudent to nake the date for the financial side and the health
side the sane. So there will be an energency regul ation, probably within the
next week.

That energency regul ation has a short life so it will have to becone a pernanent
regul ati on. So al nost simultaneously with the energency regul ation, we will be
drafting and promul gating and putting out for coment a pernmanent privacy
regul ati on which we hope to have in place well before the July 1st effective
date. W're ainmng for January or February to have a public hearing

We nay have a substantive privacy regulation or two regul ati ons. W don't know
whet her we're going to split them but at this point, we think we are going to.
So we woul d give an opportunity for entities that are going to be affected by
this to cone and comment on it and then have it in place in a significant anount
of time prior to July 1st so people will be able to conply with it.

VWhat is the status of Rhode Island' s Single Producer Licensing Act?

McConaghy: As for the Single Producer Licensing Act, we received the fina
versi on of the NAIC Mdel |ast Thursday or Friday. | amcurrently reviewing it.
We anticipate in our |egislative package, which will be submitted to the
Governor on Novenmber 6th for the Governor's review, that it will contain a



proposal for a Single Producer License bill

This is sonething that the Recodification Commttee has been working on and the
Si ngl e Producer Licensing sub-comittee is trying to mesh the NAIC s fina
version with what they're working on to send ne as their recommendati ons. That's
al | supposed to happen between now and Novenber 1.

W' ve heard there are sone concerns in the market over the elimnation of the
section regarding CSR |icensing. W' ve asked themfor specific comments so that
we can have sone input fromthe agents on that issue.

In Rhode Island, CSRs are required to be licensed so the issue for us is whether
the status quo should change or not in connection with the Single Producer
Licensing Act. It's a policy decision that we're going to have to nmake.

We will nake the best decision we can but there are going to be a ot of things
t hat happen between now and the end of the |egislative session, which is the end
of next June.

It is going to be a work in progress as we go through the session and the

Legi slature considers it. Even if they pass it, it is always subject to
amendnment. So, we are going to continue to give everyone the ability to have
input on this. The bill submitted will go to hearing - heard in both the House
and Senate and then there will be those policy decisions that are made.

But, right now, we do have the licensing requirenent for CSRs. This is a very
gray area because it depends on really what the CSR i s doing.

Fromthe consuner's perspective, they're not sure whether sonmeone is |icensed or
not licensed or whether they're engaging in a licensed activity and are supposed
to be licensed. It's a very difficult area. It depends so much on what the CSR

i s doing.

What is your assessnent of Rhode |Island's overall health insurance and HMO
market? Is it conpetitive? Are prices rising?

McConaghy: We've just been through the Harvard Pilgrimand Tufts situations. W
have both ancillary receiverships that are still alive and kicking here in Rhode
I sland. After we get beyond those issues | would say that Rhode I|sland right now
has a very conpetitive narket for health insurance and HVGs.

Prices are rising, as you know. Health insurance is very cyclical in nature.
We're in an upswing in terns of pricing at this point. I"'mnot sure if the
products were under-priced to begin with because we haven't done an analysis on
that. | can say that historically, the cycle has been up and down for various
mar ket reasons and right now we're in an upswi ng. But, the market is also very
conpetitive, which is the countervailing force that will control prices and
hopeful | y put them where they shoul d be.

The individual mnmarket has several major players - four or five - and lots of
quite snall players. It is healthy and conpetitive with Blue Cross, Blue Chip
and United having the major share of the market.

VWhat is your perception of the role the independent insurance agents play in the
i nsurance industry?

McConaghy: M perception is they have played a very inportant role in the

i nsurance industry in Rhode Island and that there is nothing that | see that
woul d change ny perspective.

| nsurance Ti meS: Ny Issues Rules On Health And Financial Privacy
November 21, 2000, Vol. XIX No. 24

State takes lead in setting forth



i nformati on shari ng standards

by Mark Hol | mer
| nsur anceTi nes

NEW YORK - New York's |nsurance Department issued enmergency approval Nov. 9 for
a regul ati on governi ng consuner privacy standards.

Under the new gui deline, conpanies will be allowed to share personal financia
information with third parties unless customers ask themnot to, and they nust
send out an annual notice explaining the choice to "opt out."

But conpanies won't be allowed to share personal health information with third
parties w thout consuner approval first to "opt in."

New York | nsurance Superintendent Neil Levin announced the new regulation in a
Nov. 9 press release. He insisted the measure i s workabl e and bal anced.
"Appropriate protections are in place as New York | eads the way in

i mpl enenting the law and in shaping insurance regulation in this new era of
financial nodernization," Levin said in a witten statenent.

"Consumers must be made aware of their rights so that they can make informed
deci sions regarding the use of their personal information Under the new

regul ation, all of New York's insurance consuners will be given the opportunity
to prevent unwanted di scl osure of their nonpublic personal information."

New York is one of the first states to conplete the nove in response to the
federal Gramm Leach-Bliley Act, which | ets conpani es and banks expand i nto each
ot her's busi nesses.

Privacy standards are a mmjor conponent of the new |l aw, and states needed to
establish them before Nov. 13 or face having federal regulations inmposed on
them Levin's energency approval allowed New York to beat the deadline (many
states have extended the date until July).

But deadline or not, sone in the industry argue that the regul ati on goes farther
than it needs to.

Bob Zenman, a | obbyist for the National Association of Independent |nsurers, said
Gramm Leach-Bliley specifically covers regulation of financial privacy

i nformati on but not health privacy.

"The I nsurance Department in New York did not need to go into this area because
it was really not covered by G amm Leach-Bliley," he said

But, Zeman added, the NAIl isn't necessarily opposed to health privacy
regul ati ons.

The NAIl had urged the departnent to hold off on health privacy regul ation unti
expected federal regulations on health privacy cone out |ater this year, he

sai d.

New York was going to try and nmake sure its health privacy regulation didn't
conflict with the expected federal version, he said, adding: "that would be a
good step."

New York's new regulation is in line with versions proposed by both federa
financial services regulators and the National Association of |nsurance
Conmi ssi oners, the Insurance Departnent said.

O her industry associations reacted nore favorably to the news.

The American | nsurance Associ ation "appl auded" the new regulation in a press
rel ease.

M chael Murphy, Al A assistant vice president for the Northeast region, said the
new regulation is a positive step toward unifornity that states nmust take to
conply with Granm Leach-Bliley.

"W support it on the basis of uniformty," Mirphy said, adding that "this new
regul ati on (has) meani ngful consumer protection" also built in.

About 33 states individually extended their deadline to create a privacy

regul ation until July, according to the NAIC, which has proposed nodel privacy
regul ati ons.



Connecticut, Massachusetts, Miine, New Hanpshire, New Jersey, Rhode Island and
Vernont are anong the states with a delayed conpliance date, according to the
NAI C.

In New York, Levin's emergency approval seens to fall somewhere in the mddle
The emergency approval is inmmediate but only good for 90 days, which | eaves the
new regul ati on technically still "proposed" rather than final. During this

peri od, public coment will begin on Nov. 29 and |ast for 45 days.

Levin is expected to officially approve the new regul ation after that period.

N. Y. Details

In reality, the new regul ation won't becone effective until July 1 for financia
i nfornmati on and Dec. 31, 2001 for the health conponent.

Among the details of the new regul ation:

e Insurers will have to give an initial notice to consunmers describing in what
situations they'll share a client's nonpublic personal financial and health

i nformation.

e Insurers must tell consumers annually that they can "opt out" of the sharing
of nonpublic personal financial information, which would be shared unl ess
consumers say ot herwi se.

e Custoner health information will be strongly protected. Aside from"carefully
drawn busi ness exceptions,"” insurers can't share nonpublic personal health

i nformati on unl ess custoners give perm ssion and "opt in."

But that perm ssion nust say how |l ong the informati on can be shared. The nmaxi mum
time is two years.

e Consuners can't be discrimnated against if they ask their financia
information to be withheld or don't share health information. Conpanies can be
cited for unfair trade practices if they violate this.

The New York departnent drafted proposed privacy regulations in June and then a
second draft in August follow ng i ndustry and consuner-group feedback

Oficials held a public hearing in Septenber, where at |east 17 people and
organi zati ons commented on the new rul es.

Last week, |IAANY announced it was "generally pleased" with the state's new
privacy regul ati ons.
At the Septenber hearings, the NAIl had wanted a better bal ance between

i nsurers' business needs and a consuner's privacy rights, an approach the NAI
sai d was taken by the National Conference of Insurance Legislators.

| nsurance Ti mesS: Lunber Mitual Felled By Tough Pricing Wars
Novenber 21, 2000, Vol. XIX No. 24

Insurer pulled out of Mdwest |ast sunmer

by Mark Hol | mer
| nsuranceTi nes

Chris Zimer had heard runors that Lunber |nsurance was struggling to survive.
But Zi mer works for the conpetition. As Wausau | nsurance's coordinator of
underwriting and pricing for |unber insurance, he had his own business to worry
about .

Then came the cryptic phone call

A lumber conpany owner had contacted Zinmrer earlier this year to ask for a
policy price quote.

The man, Zimrer said, initially turned the policy down because his existing



coverage with Lunmber |nsurance was cheaper

A few weeks ago, the nman called himback and asked him for a reauthorization of
t he nore expensive price quote. Zi mer took special notice, he said, because the
man had served on Lunber I|nsurance's board of directors.

"That kind of spurred in ny nind that something el se was going on," Zi nmer said.
As I nsuranceTinmes reported | ast issue, the Supreme Judicial Court approved a
recei vership order for the conmpany on Nov. 1. And now Lunber Insurance's future
- after nore than 100 years in business -- appears to be a short one nowin the
hands of the Division of Insurance.

Al'l Lunber Insurance policies (including those at its divisions) nust be
cancel ed by Jan. 1, according to the receivership order

Fi nnegan woul d not conmment directly for this story, but sone industry insiders
specul ate a nunber of factors brought the conmpany down, including declining
rates versus rising costs.

"Mar ket price |levels have been decreasing at a double digit |Ievel over the | ast
several years," Zimer said.

"You go to any business and tell themto decrease prices for the | ast seven
years, and what's going to happen to your profit?"

Added Peter Robertson, Massachusetts counsel for the National Association of

I ndependent Insurers: "It's a warning signal on rate inadequacy the canary

in the coal mne, so when the canary dies you know you've got a problem and you
have to get out"

Lunber Insurance formed in 1895 and today includes at |east three divisions.
Lunber industry insurance is sold through both Lunber Mitual and North Anmerican
Lunber, and the conpany's SEACO | nsurance division offers commercial insurance
to New Engl and busi nesses.

Chi ef Executive O ficer Neil Finnegan, who joined the conpany only earlier this
year, said he was unable to discuss the conpany's nisfortunes with the press
because of receivership restrictions.

Wthin a few days of the receivership, however, the conpany posted a statenent
fromFinnegan on its Wb site - addressed to "the clients, staff and friends of
Lunber Insurance" - announcing a "business run-off."

Condi tions had grown dire, Finnegan wrote, reaching a point where Lumnber

I nsurance had been | osing over $100,000 a day despite efforts to change its book
of busi ness.

Qperating | osses this year alone are projected to top $22 million, and the
conpany's surplus dropped by nore than half over |ess than two years. The
conpany also lost its reinsurance as of the end of this year

Under-priced lines proved "to be too much of a drag on our conbined ratio,"

Fi nnegan wote, adding that attenpts to find a nerger partner also fail ed.

"I't is with regret that the nanagenent and board of directors nust informyou
that we have been unable to stop the adverse trends in earnings and subsequent
surplus erosion...," Finnegan wote.

"Managenent and the Board thank the staff for their heroic work over the past

ni ne nonths, and we think our clients for their support and loyalty over the
century that Lunber has served its markets..."

Fi nnegan points out that the conpany is in rehabilitation and not |iquidation
and that obligations will "continue to be paid in the normal cost of

busi ness..."

The receivership, nmeanwhile will try and find a buyer for the conpany's charter
i censes, book of business and infrastructure.

Lunmber I nsurance wote about $35 million in premiumin Massachusetts al one.

VWhat went w ong?

Fi nnegan indicated in his Wb statenent that sone of the conpany's lines of

i nsurance dragged down its conbined ratio.

Chri st opher Goetcheus, the DO spokesnman, said Lunber Insurance has had
"unfavorabl e operating results" for the |last few years.



But those nunbers "were masked by favorable investnment results,” he said unti
those investments were sold off.

Furthernore, financial statenents fromthe last two fiscal years appear to
suggest an increase in workers conpensation-rel ated | 0oss expenses.

Zinmmer, who is based in Georgia, said he's been in touch with some of his

sal esnen - sone who used to work for Lunmber Insurance -- and has heard runors
about why the conpany went down.

The reason, Zinmer said, appear to be many.

"It's a conbination of everything," he said. "They were very bal anced in prem um
across the board."

But, Zimrer said, he heard the conpany was |locked in a price war in the M dwest
regardi ng property insurance (and the conpany subsequently pulled out of the
region).

In addition, Zimer said, the conpany seenms to have lost its focus on its core
busi ness.

"It tried to grow and expand during a tinme when the market was doi ng not hi ng but
goi ng down they were witing an auto dealers program they had an agency set

up (SEACO, they were working hospitality hotel/notel business..

"It's like hitting the accel erator when you're going downhill when you shoul d be
ki nd of punping the breaks a little bit," he said. "It just nakes you go
downhi Il faster."

Robert Larsen is insurance and ri sk nmanagenent adviser to the North Anerican
Vol esal e Lunber Association, an |llinois-based group which represents about 500

[ unber manuf acturers, whol esal es and brokers across the country and Canada.
Larsen said he suspects higher conbined ratios put pressure on the conpany's
surplus, as they have with other |unber-related insurance conmpanies in nuch of
the country.

In other words, Larsen said, the conbination of dangerous |abor |ike sawi ng and
cutting, combined with higher health care costs and price reductions, has hurt.
"I would say that rates com ng into 2000 were probably at least 10 to 15
percent inadequate,"” he said.

And what's nore, Lunber Insurance's end has left a hole in the market, Larsen
and Zi mrer both say.

In the Mdwest, Larsen said, the conpany notified its agents this past sumer
that it wasn't renewi ng busi ness and was searching for conpanies to step in
"But | don't think they had any takers," Larsen said.

Zimmer said he was surprised that Massachusetts | nsurance Comm ssioner Linda
Rut hardt only gave two nonths for agents to transfer Lunber Insurance's 16, 000
remai ni ng policies el sewhere.

"It's going to put severe stress and strain not only on those custoners but

(al so) the insurance narketplace," he said. "If you haven't noticed the
underwriting narket is thin (and) a | ot of businesses don't want to do this
busi ness anynore because of the severity nature of the business..."

Zimrer said he'd wait and see what happens. His conpany is already witing about
$500, 000 of ol d Lunber Mutual business, he said, and Zi mrer expects nore to
cone.

But he's still disappointed about an ol d conpetitor's downfall

"It's disappointing that it's come to this. | don't want to see a carrier that's
been in business 105 years go away..."

| nsurance Ti MBS: Industry Warned Over Backl ash Against Credit Scoring
Novermber 21, 2000, Vol. XIX No. 24



The fairness and validity of credit scoring, along with questions of

di scl osure, were discussed during a lively seminar held at the recent CPCU
Soci ety Annual Meeting in San Antonio, Texas.

Personal Lines Dilemm: The Controversy of Credit Scoring, included panelists
fromdifferent sides of the issue, each with different opinions on the topic.
Lanont D. Boyd, CPCU, of Fair, Isaac & Co., Scottsdale, Arizona, gave a basic
overvi ew of credit scoring.

Better Underwiting

"Credit information is used to nmake better underwiting decisions," Boyd
explained. "W look at the way a consumer manages credit over tine to predict
the Iikelihood of loss. Credit managenent is entirely up to the consuner and
whet her or not they choose to take the time to nanage their credit. W neasure

whet her someone is willing and able to neet his or her obligations," he said.
Boyd nai ntai ned that credit scoring is not unfairly discrimnatory, although it
has been called so in the past. "Discrimnatory characteristics are not used in

determining a credit score. The factors that are not considered are: incone, net
worth, gender, marital status, religion, nationality, age or |ocation," Boyd

mai nt ai ned.

Factors that are considered in the credit score include: information identifying
the consuner, trade line informati on such as types of accounts, amounts and
dat es opened, account activity, consunmer inquiries for new credit lines, and

public record items such as judgments, liens and collections, according to Boyd.
In regard to pricing fairness, Boyd cited a study that showed consumers with
| ower rankings had a higher incidence of |oss. "People who generate nore | oss

shoul d pay nore. People who generate |ess |oss should pay less," he said.

Adint Gllespie, CPCU AAA Md-Atlantic Insurance Co., Towson, Maryland, pointed
to the potential of a consuner backlash over credit scoring. "People don't |ike
[the insurance industry] anyway. We're a necessary evil," Gllespie said. "If
we tell themthat we're using credit scoring, we're just adding fuel to the
fire."

He stressed the inmportance of "...using credit scoring as a tool to enhance
traditional underwiting nmethods, not as the total answer."

Randol ph L. Rohrbaugh, acting deputy conmi ssioner of the Pennsylvania |nsurance
Departnent's Property and Casualty Bureau, warned of the dangers of non-

di scl osure

"Few conpani es disclose that they are using credit scoring," Rohrbaugh said.

"My concern is- why is it not being disclosed? If you disclose, you have to
explain. If you can't explain it, should you be using it? Customers understand
that their driving record will affect their rates, but they don't understand
what goes on behind the scenes.”

Enpi rical Evidence

Rohr baugh comented on the |lack of enpirical evidence to support the validity of
credit scoring. "You can't defend it until you have the statistics," he stated.
"Let's turn it over to the actuaries. | submt that to everyone in this room
let's | ook at the nunbers as we go forward. Make the information available to
consumer advocates, so custoners will understand that irresponsible credit wll
have the same effect as irresponsible driving," he stated.

On the question of fairness, Rohrbaugh asked, "Wat about the wonan who is going
through a divorce and is saddled with her husband's bad credit? What if you
want to refinance your house, but your daughter just got a credit card? It

| ooks different when it's your famly."

Rohr baugh poi nted out that 17 states have enacted | aws that regul ate the use of
credit scoring, 15 (including Pennsylvania) have an internal policy on credit
scoring, and six have propagated regul ations for the use of credit scoring.
Moderator Jeffrey J. Ogard, CPCU, Safeco Insurance Cos., Seattle, pointed out



that credit scoring is of particular concern to agents. "Agents need to
consi der whether to use or represent a conpany that uses credit scoring since

they are the ones that will have to sit face-to-face with someone and tell them
why they were turned down," Ogard said. "There could be a public relations
backl ash if the conpanies don't explain themselves well," he added.

| nsurance Ti MBS: CAR Reports Larger Deficit; Elects New Chair
Novermber 21, 2000, Vol. XIX No. 24

BOSTON - Commonweal th Auto Reinsurers (CAR), the residual market organization
for Massachusetts auto insurers, reports a fiscal year 2000 operating |oss of
nearly $345 mllion, a 20 percent increase over fiscal year 1999.

CAR Treasurer Mchael J. Trovato attributed the deficit "to continued

depopul ation and increasingly unfavorabl e | oss experience with only a nodest
increase in rate level."

O the total deficit, $309 mllion is in the private passenger narket, an
increase of $34 nmillion or 12 percent over last fiscal year's |loss. The
comercial lines portion is estimated at $35.5 nmillion. CAR hopes that a
commercial lines rate filing, retroactive to Oct. 1, will ease the comercia

lines shortfall.

In other news, CAR has a el ected new chairnman and vice chairman. Charles |

Boynt on, president of Boynton |nsurance Agency, Inc., has been el ected chairman,
repl acing Richard Brewer of Arbella Mitual |nsurance Co. Boynton had been vice
chai r man.

The new vice chairman is Arthur J. Remllard, Jr., president of Conmmrerce

I nsurance Co.

| nsurance Ti NBS: Conn. Report Explains Insurer Conplaint Rankings
Novermber 21, 2000, Vol. XIX No. 24

Last year saw an increase in Connecticut health-insurance related conplaints,

but a new | aw may explain the reason for the higher nunbers.

So says the Connecticut |nsurance Department, which announced the rel ease of its
annual conpl ai nt ranki ngs of accident, health and autonpbile insurance comnpani es
| ast week.

Conpanies with justified and/or questionable conplaints were included in the
ranki ng. The I nsurance Department gave a "1" ranking to conpanies with the

| owest conpl aint ratios.

Gol den Rule Group received a "1" ranking for accident/health insurance
conpani es, and Anthem Health Pl ans Inc. ranked nunber 2.

For autonobil e insurance conpanies with prem uns above $1 million, Am ca Mitual
Central Mutual, Chubb, Credit Suisse and Fitchburg Mitual were anobng the
conpani es who earned the "1" ranking.

I nsurance Conmm ssi oner Susan Cogswel |l said the rankings hel p both consuners nake
better decisions and insurers to become nore conpetitive.

"The ranki ngs shoul d gi ve consumers insight into Connecticut insurance
conpani es, (and) the rankings also help Connecticut insurers by show ng them
where they stand in relation to other conpanies It keeps competition

alive...," Cogswell said.

Last year's managed care accountability law requires companies to pronptly pay



nmedi cal clainms and lets patients and providers collect 15 percent annua
interest for any claimnot paid in a reasonabl e anount of tine. This incentive
has encouraged nore consumers and providers to register conplaints, the

| nsurance Departnent said.

For details, log onto the Connecticut Insurance Departnent Wb site at

www. st ate. ct.us/cid/.

| nsurance Ti meS: |INGs Purchase OF Aetna Life Divisions Conpl eted
Novenber 21, 2000, Vol. XIX No. 24

ING Group's $7.7 billion purchase of Aetna's life insurance and annuity

di vi si ons gai ned Connecticut |nsurance Division approval on Nov. 6.

Conmi ssi oner Susan Cogswel |'s approval follows an Cct. 3 public hearing held to
di scuss the sale, and her approval followed the recommendati on of hearing

of ficer Mark Franklin.

According to the approval order, |ING America nust report any change of donestic
busi ness, enpl oynment or managenment within its Connecticut operations for three

years.
The Dutch conmpany's intent to purchase of Aetna's financial services armwas
announced over the sumer. Aetna says it will now shift its focus to its health

i nsurance busi ness.

| nsurance Ti NBS: Mass. Court Nixes Canmbridge Domestic Benefits
Novermber 21, 2000, Vol. XIX No. 24

BOSTON (AP) - A Massachusetts Superior Court judge has struck down the city of
Canbri dge ordi nance that gave gay workers and their partners the sane health

i nsurance and benefits as straight counterparts.

M ddl esex Superior Court Judge Janes F. MHugh ordered the city to stop paying
for those benefits as of Jan. 31, 2001, saying that the ordi nance went beyond
what is allowed under state | aw

The city's ordinance, which had been put into place in 1992, was chal | enged by
the Virgini a-based American Center for Law and Justice, a conservative public
i nterest group. The group filed suit against the city, claimng Canbridge
overstepped its legal authority. The same group won a simlar lawsuit in 1999
before the state Supreme Judicial Court, where it challenged the city of
Boston's donestic partnership policy.

Canbri dge Mayor Anthony D. Galluccio said the city is di sappointed by the
decision and will reviewits |legal options.

"The city council has unani mously supported this ordinance, Gl | ucci o said.
""We feel very strongly that nmunicipalities should have the right to provide

i nsurance to enpl oyees in a nmanner they see appropriate. W feel all fanmilies
shoul d be treated equally.’

According to the ruling, 71 individuals were receiving benefits under the

ordi nance as of April 19 at an annual cost of about $2,790 per recipient.

| nsurance Ti NMeS: After Years O Plans, NY Begins |ssuing Auto |nsurance
Car ds



Novenber 21, 2000, Vol. XIX No. 24

by Mark Hol | mer
| nsuranceTi nes

Nov. 13 was to be the big launch date for bar-coded auto insurance
identification cards in New York State.

The cards thensel ves won't be mandatory until July 1, 2001, but the Departnent
of Motor Vehicles planned to start accepting the new cards | ast week after

nont hs of testing and years of planning.

New York insurers and nmenbers of the |Independent Insurance Agents Associ ation of
New York will be anpbng those allowed to issue the new cards.

Reduce Fraud
The 11 AANY rel eased a witten statenent supporting the new device, which

supporters hope will reduce fraud and the nunber of uninsured drivers. The
associ ation worked with state regulators and the DW to help devel op the card
and educate agents about how the new systemw || work.

Steven Spiro, the Il AANY president, said the new insurance cards represent years
of planning finally coming to fruition

"The new, bar-coded ID cards are the cul mination of several years of preparation
i nvol vi ng di scussi ons between the state, insurance carriers and agents, who bear
a special responsibility in seeing that insured notorists reap the full benefits
of this anti-fraud program" he said.

DW testing of the programwas to begin in August with eight agents and two
conpani es.

Software for the new systemis to be distributed over the Internet, and
conpani es shoul d have until Spring 2002 to issue cards for their renewal book of
busi ness, the NAIl has said.

New York is getting the high-tech insurance cards thanks to 1997 | egislation
signed by Gov. George Pataki (and anended in 1998) to revanp the DW.

The new cards are the second phase of the Insurance |Information and Enforcenent
System which was | aunched two years ago and began with the downl oadi ng of

i nsured-driver information from over 200 conpanies into a nodern database
system

DW Reports

Auto insurers licensed in New York will now be required to report registration
details to the DW including an insured' s nanme and vehicle identification
numnber .

An exanpl e of how the systemcould work: if a driver is pulled over, police

of ficers could use the card and access a database systemto determine quickly if
the notorist is covered by insurance. The card would al so contain informtion
including a list of other drivers covered by the insurance.

The DW says it is one of the first state agencies to accept bar-coded auto

i nsurance | D cards, according to |1 AANY

| nsurance Ti MeS: Man Wo Faked Own Death To Collect Life Insurance
Arrested Two Years Later At Wrk
Novenmber 21, 2000, Vol. XIX No. 24

BOSTON (AP) - A Connecticut nman believed to have burned to death in a car crash



two years ago was arrested when he showed up for work at a Boston Wb design
firm

Pol i ce say Madi son Rutherford, 36, formerly of Bethel, Conn., faked his own
death to collect $7 mllion in insurance.

Rut herford, who now lives in the North End section of Boston, appeared before a
federal magistrate in U S. District Court, and was held wi thout bail until a
det ention hearing.

According to records, Rutherford bought $4 mllion in life insurance in 1998, in
addition to the $3 mllion in insurance he already had from anot her conpany.

In July of 1998, he and a friend allegedly staged his death in a car crash in
Mexi co. Rutherford and Thonmas Pietrini had driven to Texas purportedly to
deliver a dog to a breeder

After dropping off the dog, the two reportedly drove into Mexico, and on July
11, 1998, rented a 1997 Chevrol et Suburban. The foll ow ng day, Mexican Federa
Road Police received a call that a car was on fire on the Mnterrey-Reynosa
Freeway.

When authorities searched the rubble, they found Rutherford' s Medic alert

bracel et, four human teeth and bone fragments.

Based on the evidence found in the car and wi tness testinony, the Mexican

nedi cal exam ner pronounced Rutherford dead.

But when Rutherford's widow tried to collect the insurance noney soon after the
acci dent, one of the conpani es ordered an investigation of his death.

A forensic anthropol ogi st quickly discovered that the bones that had been found
actually belonged to an Anerican Indian at |east 20 years ol der than Rutherford.
The ant hropol ogi st al so said the fire had been set with an accel erant.

Aut horities now say that after the fire, Rutherford could not be found unti

| ast nonth, when a nman nmatching his description was seen driving a utility
vehicle with Vernont plates.

The car was registered to Rhynie Jefferson, Rutherford's wife. Police foll owed
the man to his Boston office, where they di scovered hi mworking under the nane
Thomas Hani |l ton

| nsurance Ti meS: Mine WC Witers Seek Slight Hi ke To Cover Benefits
Novenber 21, 2000, Vol. XIX No. 24

by Penny WIlians
| nsur anceTi nes

GARDI NER, Mai ne -Wirkers conpensation witers in Miine are seeking state
approval for a slight loss cost increase to offset mandatory changes in
benefits.

This year's loss cost filing of an average overall 1.9 percent by the Nationa
Council on Conpensation Insurance (NCCI) is much less than |ast year's, which
sought an average 13.5 percent increase. The state approved a 10.3 percent

i ncrease, the first hike in six years.

According to the Maine Bureau of |nsurance, "nobst of the proposed increase is
due to automatic increases in the maxi num benefit duration as well as the
maxi mum anmount of weekly benefit paid to injured workers. These automatic

i ncreases are based on workers conpensation | aw provisions enacted in 1993."
State officials were pleased the rate filing was so | ow

Cat heri ne Longl ey, conmm ssioner, Department of Professional and Business

Regul ation said of this year's filing, "This is great news for Miine. Despite
| ast year's increase, since 1993, workers conpensation rates have decreased a



total of 37 percent.”

"This loss cost filing is a reflection of the continued favorabl e experience,
benefit expenses, and continuing safety trend in Maine. | am pl eased t hat

Mai ne' s wor kers conpensation market continues to reflect the stability of Mine
wor kers conpensation | aw," said Miine Superintendent of Insurance Al essandro

| uppa.

Last year, luppa expressed concern over the 13.5 percent filing, which was a
conbi nation of a 5.4 percent increase for advisory loss costs and a 7.7 percent
increase filed by NCCl to adjust for |aw changes and updated cl ai ns dat a.

This year's nore nodest advisory |oss cost filing of 1.9 percent reflects the
countrywi de trend of increasing nedical and i ndemmity costs.

The filing also reflects the state's decision to increase the nmaxi mum weekly
benefit for certain permanent partial disabilities. NCCl says this change raised
the maxi mum duration limt by 52 weeks, from 364 weeks to 416 weeks in 2001
which will have an estimated 1.0 percent inpact on costs and possibly nore in
the future.

"Under the current law, " NCCl adds, "over tinme it is a virtual certainty that

the duration limt for these clainms will reach 520 weeks. The courts are now
consi dering whether increases in this limt that become effective after an
injury occurs will be applied retrospectively to that injury. If increases nmay

be applied retrospectively, there needs to be a provision in the rates for the
full 520 weeks. This woul d be expected to raise overall costs by 1.7 percent. I|f
the courts rule against retroactive application, no provision is needed in the
current rates for duration increases that becone effective after 2002."

NCCl data and projections show that after a sharp decline from 1989 to 1995,
indetmity loss ratios are starting to rise slowy while claimfrequencies since
1995 have been relatively stable. The average i ndemity cost per case has

i ncreased since 1994 with a slightly faster pace of increase expected going
forward. Medical |oss ratios have been steadily increasing since 1995, as have
nedi cal costs per case

"Continued diligence is needed by Mai ne workers conpensati on stakehol ders to
ensure that the systemrenains strong and conpetitive," the NCCl says.

| nsurance Ti mesS: Liquidation O New England Fidelity Underway In Mass.
November 21, 2000, Vol. XIX No. 24

by Mark Hol | mer
I nsuranceTi nes

New Engl and Fidelity was to begin Iiquidation by November 15 - the second
Massachusetts insurer to go bust this year
A Suprenme Judicial Court judge approved the petition on Nov. 9, a little over a
nonth after Massachusetts |nsurance Conm ssioner Linda Ruthardt submitted the
docunents.

New Engl and Fidelity conpany officials did not object to the order, which
officially declares the company insolvent.
Li qui dati on proceedi ngs for Trust Insurance began a few nonths ago, in a nove
expected to cost nore than $30 nmillion to cover renaining exposure costs.
Trust's CAR deficit obligations will run an additional $34.7 mllion. For now,
Lunber Miutual is under receivership but there's no sign yet that the Division of
I nsurance plans to seek |iquidation

In New Engl and Fidelity's case, the Wst Springfield conpany's 40 enpl oyees "at



this point will continue to process clains and facilitate the nove of

policies to other carriers,"” said DO Spokesnman Chri stopher Goetcheus.

A severance programis also in place, CGoetcheus said, and enpl oyees will be

gi ven 60 days notice before their jobs are ended.

Before the receivership, New England Fidelity's book of business included 32,000
personal auto policies and 3,000 honeowners policies. The conpany al so handl ed a
smal | amount of commercial liability and property insurance.

Guaranty Fund

Li qui dati on neans that the state's guaranty fund is triggered to cover any

out standi ng clainms up to $300, 000, including clainms on policies renaining on
force through Jan. 15.

New Engl and Fidelity's decline accelerated earlier this fall

The DO placed the insurer in receivership at the end of Septenber and then
filed a liquidation petition within two weeks.

Bob Florian, the conpany's president and chief executive officer, blaned the
conpany's failure, in part on a heavy anpunt of ERP busi ness.

But in the liquidation petition, the DO also blanes New England Fidelity's
failure on the handling of a $2.75 million bank |loan as well as the conpany's
June 30 unaudited financial statenent.

New Engl and Fidelity filed an unaudited statenment Aug. 14 that showed a surpl us
of $2.7 mllion as of June 30, versus $6.1 nillion the year before. A m ninum of
$5.75 mllion was needed to keep the conpany at acceptable |evels.

But the conpany listed a $2.75 million loan as part of its June 30 assets, made
to New England Fidelity's parent conpany, LADD Financial Goup, froma Famly
Bank subsidiary.

The noney was used to punp up New England Fidelity's cash reserves. Because of
conplicated financial reasons, the DO adjusted for the |oan and figured the
conpany's surplus to be negative $2.6 mllion, according to the liquidation
petition.

New Engl and Fidelity did petition CAR for oversubscription relief in July, and
that petition was granted hours before the conpany was placed in receivership

| nsurance TimeS: dinton Issues OSHA Ergononi cs Rul e Opposed By Busi ness
Lobby
November 21, 2000, Vol. XIX No. 24

by Greg Toppo
Associ at ed Press

WASHI NGTON, D.C. - Business groups and GOP | awrakers said government rul es
proposed | ast week to protect workers fromjob-related injuries could cost

i ndustry billions of dollars each year
The COccupational Safety and Health Adm nistration rules take effect Jan. 16,
days before a new administration takes office, but businesses will have unti

Cct ober to comply.

The rules are intended to protect against workplace injuries for nore than 100
mllion workers who performrepetitive functions such as typing, working on an
assenbly line, sliding groceries past scanners or lifting heavy | oads.

I ndustry groups said OSHA's standards are arbitrary.

"We don't think there is any scientific basis to say how many repetitions are
too many, how nmuch weight is too much,'' said Stephen Bokat, senior vice

presi dent and general counsel for the U S. Chanber of Commerce, which | ast week



filed a petition for review of the standards.

Bokat and others said OSHA shoul d have issued nonbi ndi ng ergonom cs gui del i nes
i nst ead.

A |l obbying coalition, including the chanber, the National Association of

Manuf acturers and hundreds of other business interests and corporations, also
says OSHA grossly underestinmated the cost of the regulations. According to one

i ndustry study, the new rules would cost U S. businesses nore than $90 billion a
year.

OSHA said they would cost industry 5 percent of the groups' estimate - about
$4.5 billion - and would actually end up saving busi nesses noney due to reduced

wor kers' conpensation costs and i nproved productivity.

Busi ness Benefits

Charl es Jeffress, head of OSHA, said businesses would reap about $9 billion in
benefits fromthe new rul es. He al so said nany businesses, both in the United
States and abroad, already use sinilar rules, based on sound science.

"“We know fromthose experiences that we can protect those workers,'' Jeffress
said. " Things do inmprove for workers, and businesses have put programs in place
in countries around the world to address ergononics.'

He said 1.8 million U S. workers have ergononics-related injuries, with 600,000
m ssing work each year because of them

Organi zed | abor pushed for the regul ations, saying they don't place an undue
burden on enpl oyers because conpani es need not take preventive action agai nst
hazar dous conditi ons.

Peg Senminario, director of the AFL-CIO s Safety and Health departnent, called
the standards ~“the npbst inmportant safety and health protection that has ever
been issued by OSHA ''

Sone of the 6 million workplaces covered by the rule may have to do little nore
t han provide workers with information about ergonom cs-related injuries and
their synptons.

Muscul oskel et al Di sorder

But if a worker reports synptoms of a muscul oskel etal disorder - such as carpa
tunnel syndrome, back pain or tendinitis - the enployer nust determ ne whet her
that problemis connected to the job. If so, the worker is entitled to nedica
care and time off with pay. The enployer nust then find out if that job exposes
workers to risks and take steps to reduce the hazards. That could include
altering work stations, redesigning facilities or changing tools based on
injuries.

The standards, which were 10 years in the making, were so contentious that they
hel ped torpedo budget negotiations between the Wite House and Republican

| awnaker s.

The inpasse hel ped stall final agreenment on the $350 billion |abor-health-
education spending bill, one of the items still to be enacted by Congress for
the fiscal year that began |ast October. Both the Republican-controlled House
and Senate opposed OSHA's plans to issue the rules before the National Acadeny
of Sciences conpleted its own ergononi cs study.

The American | nsurance Association is leading a | awsuit chall engi ng those
aspects of the rule that interfere with state workers conpensation [ aw and, Al A
contends, effectively create a new federal program This "work restriction
protection" provision would nmandate paynent for nedical treatnent and | ost wages
for nmuscoskel etal disorders. The AlA suit, filed in the Fourth Circuit Court of
Appeal s in Richrmond, Virginia, is on behalf of 12 top property and casualty

i nsurance groups including ACE USA, CNA, Royal & SunAlliance, Chubb, CGQJ, The
Hartford, Kenper, PMA, Travelers, Fireman's Fund, Al G and Li berty Muitual



| nsurance Ti meS: Berkshire, Safeco, Hancock Wn ACLI Awards
Novenmber 21, 2000, Vol. XIX No. 24

Three life insurers -- Berkshire Life, Safeco Life & Investnments and John
Hancock Financial Services -- received top honors in the American Council of
Life Insurer's inaugural Integrity First comnpetition.

The new, annual awards program recogni zes menber conpani es that denonstrate

out st andi ng achi everrent in pronoting integrity in their business operations and
product narketing.

"A core concept in our business is trust," said ACLI Chairman Drayton Nabers,
Jr., who presented Integrity First awards at the ACLI's 2000 Annual Meeti ng.
"When you consider the Iong-termnature of our business -- and our pronise to
pay obligations decades after a contract is purchased -- life insurers nmust do
everything we can to denonstrate to a sonetinmes skeptical public that we are
worthy of that trust."

Berkshire Life, headquartered in Pittsfield, Mass., was cited for its Quality
Conmitment Programin customer service. That program sets high standards of
performance for enpl oyees on all of the conpany's business operations, from
bui | di ng mai ntenance to underwiting to policy ower services. Since the program
went into effect, custonmer satisfaction surveys at Berkshire are up 13 percent.
Safeco Life & Investnents, of Rednond, Washington, was honored for its
Conpl i ance Forum Program which features a state of the art self audit conmponent
for independent agencies. It also features an agent training program

John Hancock Financi al Services, headquartered in Boston, was cited for its
Online Initiative featuring custom zed Wb sites that provide key infornmation
for consuners, agents, producers, and sone group clients.

Nabers praised the three winners and the 30 others who entered this year's
Integrity First conpetition. "As we enter this new century, we nust reinforce
the vital bonds of trust between our conpanies and our custoners," Nabers said.
"We nust all conmit to an industryw de goal of inmproving the industry's trust
factor with the public. In the end, there's nothing nore inportant that we can
achi eve."

Judgi ng the award competition were Tom Donal dson, president and CEO of LOVA;
David F. Wods, CLU, ChFC, president the Life & Health Insurance Foundation for
Educati on; and Cat heri ne Watherford, executive vice president, Nationa

Associ ation of Insurance Comm ssioners (NAICQ

ACLI has more than 400 menber conpani es.

| nsurance Ti MBS: Ny Agents Close To OK On Brandi ng Canpai gn
Novermber 21, 2000, Vol. XIX No. 24

by Mark Hol | mer
I nsuranceTi nes

Ri val associations |l AANY and PIANY are close to settling on a new joint brand
nane and sl ogan to boost independent agents' business in New York

A joint coomittee of both the I ndependent Insurance Agents Associ ation of New
York and t he Professional |nsurance Agents of New York has worked with a Long
I sl and ad agency for nonths to devel op a marketable identity.

In md-Cctober, the group tentatively agreed on a brand nane and tag |ine:
"Group | Advisors" and "Maki ng i nsurance work for you."



The 11 AANY Board of Directors was to neet Novenber 15 in Syracuse and
representatives fromits separate branding conmttee were to discuss what's been
acconpl i shed so far. No vote is expected, however.

Pl ANY Meeti ng

Ken Bessette, executive director of PIANY, said his organization is expected to
hold a board neeting soon, and woul d di scuss the proposed brand and possibly
vot e.

Bessette said he wasn't sure when such a neeting would be held.

The PI ANY/ 11 AANY joint committee nmust give final approval to a brand/tag line
and then both association boards nust vote in favor before it becones official
Patrick Moore, president elect of IlAANY, served on the joint commttee, and
said the branding effort wasn't easy.

"Branding is a hard concept to grasp," he said, adding that the process is a
conplicated but "thought-provoking process."

So why "Group | Advisors" and "Maki ng i nsurance work for you?"

The words came out of extensive neetings (since March) and nmarket research
wor ki ng with the Tobol G oup.

"W tested a lot of different names," Mre said in a recent interview.

"W wanted to use other words |ike "alliance" but found out because of the
"Survivor" series during the sumrer that had very negative connotations.

"Qur take on the concept of what we need to be branding to our consunmers is a
feeling that the experience of buying insurance for the average custoner can be
overwhel m ng, " More said.

"There are a nunber of choices in terms of insurance carriers and agents and a
nunber of choices for coverage on both the personal |ines and comercial side.
"One good thing an agent does who neets (a |evel of) standards is to reduce that
anxiety in the buyer's mnd."

The joint comrmittee creating the New York branding effort still has a nunber of
i ssues to work out, such as standards for agent participation and fees.

Nati onal Iy, the Independent Insurance Agents of Anerica is also in the fina
stages of developing its own brandi ng canpaign.

I 1 AA spokesman Kevin Craiglow said a proposed brand name and tagline debuted
before the association's national board of state directors, at the IlAA annua
convention in Olando, Fla. earlier this fall

That information is still limted to board nenbers and isn't public yet, he

sai d.

Board menbers are seeking feedback and they're expected to vote on the proposed
brand nanme in January, he said.

| nsurance Ti MBS: Conning Acquires Charter Cak
Novermber 21, 2000, Vol. XIX No. 24

HARTFORD - Conning Corp. has entered into an agreement to acquire the Charter
OGak Capital Managenment operations, an investnent nanager.

The acquisition will increase Conning's unaffiliated assets under management by
approximately $3 billion and investnent accounting assets by approxi mtely $1
billion. Charter Cak is currently majority-owned by David L. Babson & Co., Inc.
The transaction is expected to close during the fourth quarter of this year
Conning is a wholly-owned subsidiary of MetLife, Inc.



| nsurance Ti meS: i ni onExchange
Novenber 21, 2000, Vol. XIX No. 24

Fifty I nVEST students fromacross the state of Florida and a silent auction
gave a big boost to the high-school and community coll ege educati on program
during the I ndependent |nsurance Agents of Anericas (II1AA) 105th Annua
Convention & I nfoXchange in Ol ando, Fla. |ast nonth.

The hi gh school InVEST students participated in the opening general session
featuring Jesse Jackson as keynote speaker and inmediately foll owi ng were paired
wi th an i ndependent agent chosen to serve as their nentor. The students and
their nentors also attended a | uncheon given in honor of the InVEST students,

al l owi ng each student to receive an up-close view of the insurance industry.
Mentors were given an opportunity to discuss their career as an independent
agent and provi de advice that the students could use to achieve educational and
career goals, said JimArnmtage, chairnan of the InVEST Board. A guided tour of
t he record-sized | nfoXchange exhibit hall provided students insight into the
vast variety of products and services offered to i ndependent agents.

More than $35,000 was raised through the 3rd Annual | nVEST Silent Auction, held
Sunday. The noney will be used to enhance and expand the progranms |ocal efforts
to establish nmore I nVEST school s throughout the country.

The amount of noney raised at the InVEST Silent Auction was greatly
encouraging.. "It shows a true conmitment by agents, vendors and i nsurance
conpany representatives who participated in this event to supports the future of
t he I ndependent Agency System " noted Armtage.

Sone of the itens that were up for bid included a Seattle Mariners package for
two from Saf eco | nsurance Conpani es, box seats at Canden Yards from St. Paul
eight tickets to the Jets vs.. Lions NFL gane from Chubb G oup of Insurance
Conpani es, and dinner for six at a fine New York City restaurant and tickets to
the worl d-famous New York Ballet from Travelers. Ot her exciting bid itens were
four one-day passes to the Disney thene parks fromthe Florida Association of

I nsurance Agents and a weekend getaway on Macki naw | sl and the M chi gan

Associ ation of |nsurance Agents.

Sponsored and admini stered by 1 AA, InVEST is a national program designed to
teach insurance-rel ated business skills to high school and coll ege students
around the country. Currently, InVEST graduates 5,000 students each year. It
reaches diverse populations in nore than 230 urban and rural communities and has
50% m nority participation. O these students, historical data shows nore than
66% enter an insurance-related career. |In addition, many students go into sone
form of higher education arned with a firm understandi ng and appreci ati on of the
i nsurance industry. p

As the presidential election was still in doubt, the insurance industry was
predicting the divided political makeup of the Senate and House will mean that
the 107th Congress will see several key insurance issues resurface, with those

gai ning bipartisan support likely to donminate the discussion

"This is going to strengthen the power of conservative Denocrats and the
noder at e Republicans in both chanbers,” said David Farner, Alliance senior vice
presi dent of Federal Affairs.

"Traditionally, these congressional factions have denpnstrated a fiscally
conservative bent and are seen as supporters of a healthy private sector. This
is a positive devel opment for business and insurers.”

The Alliance expects issues such as privacy, which have generated support on
both sides of the aisle, will receive continued enphasis in the new Congress.
According to Farner, "It will all come down to the details. The insurance

i ndustry is very much in favor of a number of general concepts with broad



support, such as consuner privacy, loss mtigation and consistent insurance
regul ati ons. W believe that because bipartisan |egislative coalitions will
hol d t he bal ance of power, the devel opment of similar coalitions between

busi ness and community groups could be essenti al

"Worki ng together to acconplish commopn goals in a way that keeps busi nesses and
our econony strong is in the interest of not only both political parties, but
all concerned."

Despite the loss of at |east one seat, the Republicans appear to have held their
majority in the Senate with at | east 50 of the 100 senators.

Republ i cans al so managed to also hold onto a narrow ngjority in the House with
at |least 218 seats-the m ni mum nunber needed for a majority in the House.

The 106th Congress will reconvene this week in a "lanme duck" session. Budget
deadl ock between Congress and the President is expected to continue, with
Cinton threatening to veto key appropriation bills over a number of issues. One
significant area of disagreenment lies in the Labor/ HHS/ Education bil
amendnment bl ocki ng OSHA fromissuing ergononmc regulations.

"Even though nost people are | ooking ahead, the fight in this Congress stil
isn't over. For example, ergonom c rules funding and possible privacy-rel ated

i ssues are still very much on the table, so we're going to remain actively

i nvol ved right up until the end," said Kenneth D. Schl onan, Washi ngton counse
for the Al liance.

"At this point, with the uncertain political environnment, that could mean going
al nost straight fromthe 106th Congress to the January opening session of the
107t h Congress."

| nsurance Ti NBS: Cigna, The Quiet Gant, Stands Pat And Thrives
Novermber 21, 2000, Vol. XIX No. 24

By avoiding the risky side of the health insurance business and keeping a | ow
profile, Cigna has quietly outperforned others in the field

by Phil Galewitz
Associ at ed Press

PHI LADELPHI A - Many successful conpani es are known for taking risks. Cigna Corp
isn't one of them

Yet this quiet giant - as Cigna is known in the health insurance industry -
thrives by maintaining a | owkey imge and finding conservative ways to expand
even as conpetitors seek aggressive growmh at all costs.

"\Whi |l e other conpani es have nore braggadoci o, Cigna can stand by its results
that are anong the best in the industry,'' said Bill MKeever, an analyst with
Pai neWebber. Last year, Cigna earned $1.7 billion on $18.7 billion in revenues.
And whil e many managed care stocks have advanced nodestly this year, shares of
the nation's sixth-largest health insurance conpany have nearly doubl ed since
hitting a 52-week | ow of $60.75 in March. They're currently trading at the $111
l evel .

Trends Avoi ded

Phi | adel phi a-based Ci gna, which bills itself as a full-service enpl oyee benefits
conpany selling health, dental and disability insurance and pensi on managemnent
servi ces, has avoided sone industry trends that turned problematic for
conpetitors. For exanple:

e Wiile other |arge nanaged care plans nmade big acquisitions in the past few



years to increase their custoner base, forcing themto integrate differing
corporate cultures, Cigna decided to focus on internal grow h.

* Wiile other conpanies held down premuns in the 1990s to attract customers,
sacrificing profits in order to get new nenbers, Cigna kept its rates up and

mai ntai ned its profits.

« When nany HMOs took big steps into the unprofitable Medicare nmarket, C gna
noved tentatively. This year, Cignha announced it would quit nost of the Medicare
busi ness, leaving it just 50,000 Medicare HMO nmenmbers in a handful of markets,
down from nearly 200,000 two years ago.

The conpany is focused on | owrisk business.

For about 80 percent of Cigna's 14 mllion health insurance custoners, the
conpany handl es only adm nistrative duties in providing insurance. Enployers pay
for the actual health costs, which neans an enployer - not Cigna - is the one
ultimately responsible for keeping up with rising health costs and forced to
pi ck up the extra expense when costs exceed projections.

Cigna's business conprises nostly very | arge conpanies that can afford to pay
enpl oyee health costs. Big conpanies usually prefer this arrangenent because it
gives themthe nost flexibility in determ ning benefits.

Less of a Target

The | ack of risky business, Wall Street analysts say, has hel ped Ci gna avoid
many problens associated with rising health costs, an issue plaguing conpeting
health plans. And the company's |low profile has made it less of a target for
class action suits filed in recent years accusing HM>»s of putting profits ahead
of patient care. Cigna has been naned in only two of six |lawsuits, nobst of which
are either pending or that have ended with rulings in the industry's favor.

But Cigna officials say their quiet stance means the conpany's acconplishnents
aren't well known.

""We need to be a bit nore aggressive and get nmore extroverted because we are
under - appreci ated,'' Cigna CEO and president H Edward Hanaway said in an
interview at his Philadel phia office |ast nonth.

But since Hanaway became CEO in January, he has been as | ow key as his
predecessor, WIlson H Taylor, who remains chairman.

Better Coordination

Hanaway said Cigna wants to be a resource for all enployee benefits, and is
trying to better coordinate sales of its health, disability and dental insurance
along with pension plans. Cigna is also working with other conpanies to sel

aut o and hormeowners' insurance in the workpl ace.

Cigna will only make an acquisition if it nmeans inmediate profits, Hanaway sai d.
The conpany added 1 million nmenbers in the [ast year w thout buying a
conpetitor.

"W do not have to be the biggest and we do not have to nmake a mmj or
acquisition to be successful,'' he said.

Aet na Experience

Per haps the best way to gauge Cignha's success is to judge it against riva
Aetna, which is today the nation's |largest health insurer but is also mred in
financial crisis. In the early 1990s, the two conpanies were nirror inages of
one anot her. Both sold many types of insurance and were | ooking to concentrate
nore heavily in health care.

Aetna in 1996 bought U S. Healthcare, a fast growing HMO that aggressively tried
to hold down health costs. Then it bought NYLCare and Prudential Healthcare.
Earlier this year, Aetna sold its financial services business, saying it
couldn't find a connection to its health business.

Aetna's stock has weakened in the past five years as the conmpany struggled to
integrate its acquisitions.



Cigna sold its property and casualty insurance business in 1998, but has
resisted using the proceeds to nake a big acquisition. Wen it had cash, it
bought back more of its own stock, raising the prices of Cigna shares; they have
nearly tripled in the past five years.

In addition to avoiding risk, C gna has benefited from nai ntai ning nostly good
relations with doctors and hospitals- a by-product of pricing the health

i nsurance busi ness high enough to pay health care providers a satisfactory fee,
anal ysts say.

It has also won contracts with enployers by offering a variety of health

i nsurance plans, fromtightly managed HM>s to nore flexible preferred provider
organi zations that all ow consuners to nore easily choose their own doctor and
get referrals to specialists.

"“Cigna sells what the customers wants and they give options to everybody,''said
Ira Zuckerman, an analyst with Nutnmeg Securities in New York. ““And their

outl ook is positive particularly because they have | ess exposure to health care
inflation."'

| nsurance TimesS: Mddleton Goup's Hanmes at Bi g Event
Novenber 21, 2000, Vol. XIX No. 24

Agents urged to do what the nost successful agencies do

by Mark Hol | mer
I nsuranceTi nes

Carol Hammes insists i ndependent agents shouldn't worry about the prediction
that half of the agencies around today may be gone in a decade.

"There will probably be 50 percent fewer independent agencies and conpanies 10
years fromnow," says Hanmes, an industry consultant. "But there will probably
be as many or nore people working in the i ndependent agency system |If |

t hought it was dying, 1'd find another" job

Hamres, president of The Mddleton Goup and editor of The Mddleton Letter

was the keynote speaker at The Big Event/ Massachusetts Association of Insurance
Agents convention |uncheon, held Nov. 6 in Boston

Hamres gave the crowd of hundreds of second-day conventi on-goers a hopefu

eval uation of the industry, assum ng agents noderni ze and change the way they do
busi ness.

"You al so have to | ook at what your options are," she said. "You nust change the
way you do business."

As part of her consulting work, Hamres said she cane up with several itenms "nost
successful agencies are doing," or can do to stay on top.Here are her ideas:

e Create a devel oped sal es structure, because "you can't sell new business
sinmply on referrals.” Up to half of all agencies still pay producers on salary,
Hamres said, adding that the system needs to change to sonething incentive-based
i ke comm ssions. This structure can include sales centers, nore custoner
service support and service

« Expand from property and casualty business into enpl oyee benefits or life
financi al managenent. "Agencies that have focused on enpl oyee benefits are npst
successful ," she said.

* Use automation effectively both within your conpany and in working with the
outside world. "You' ve got to use the Internet, you' ve got to use e-mmil, you've
got to communi cate with insurance conpani es using conputers,” she said.



e Organize the job to serve the account rather than the producer

e Strive for above-average productivity levels. "Take a | ook at what a (typical)
agent is doing for productivity and strive to be 25 percent above average," she
sai d.

e Maxi m ze your conpany relationships and try to end redundancies with sel ected
maj or carriers.

e Don't just nmerge because everyone else is. "The urge to nerge is very strong
right now," Hammes said. "Make sure you're not just nerging to get bigger, but
that you're nerging to get better."

e Critically evaluate opportunities for joint ventures w th banks, insurance
conpani es and other financial institutions. "You don't want to be involved with
a bank unless it's the right bank," she said.

« Stay financially stable.

 Keep positive. "A positive attitude," Hammes said, "is the npst inmportant
t hi ng.
"If you're an owner and you're having a bad day (the enployees) will have a bad

day. Even if you don't know their names, just say 'hi.

| nsurance Ti MBS: Chubb Executive Ri sk Adds To Health Care D&O
Novenmber 21, 2000, Vol. XIX No. 24

SI MSBURY, Conn. - Chubb Executive Ri sk (CBER) unveiled new regulatory liability
i nsurance for health care organizations that covers up to $1 mllion of civi

and crininal defense expenses as well as settlenent costs for alleged fraud and
abuse viol ati ons.

The regul atory wongful acts coverage is designed to respond to today's top
financi al exposure for nost health care organizations: governnent anti- fraud
and anti-abuse enforcenent. The coverage can be endorsed onto CBER s directors
and officers (D& liability insurance policy for health care organizations.
Coverage highlights of CBER s regul atory wongful acts insurance include

speci fic coverage under the Medicare, Medicaid, Federal Enployee Health Benefit,
and Tri Care progranms for any alleged act, error, omi ssion, msstatenent, fraud,
reckl ess disregard, or negligence in procedure coding; and subm ssion of bills,
clains, and cost reports; as well as cal culation of managed care benefits. CBER
al so insures alleged violations of anti-kickback and patient referral |aws, as
wel | as reasonabl e accounting and consulting expenses incurred by an insured in
defense of a claimfor regulatory wongful acts. Furthernore, CBER insures
nonetary anounts an insured is legally obligated to pay as the result of a

settl enent when there is no actual finding of fraud. Generally, up to $1 mllion
of insurance is offered, subject to underwriting.

| nsurance Ti meS: ABA To Devel op Rul es For Online Business Spats
Novenber 21, 2000, Vol. XIX No. 24

WASHI NGTON, D.C. - According to Forrester Research estinmates, e-conmerce sales
inthe US. reached $5.3 billion during the first part of this year, and nearly
hal f of all U S. households with Internet access purchased products on-line.
Wth the phenonmenal growth of Internet sales, both consumers and busi nesses
dealing with other businesses now find thensel ves faced with another problem -
where should they go to get help solving their online commercial disputes?



One way to avoid these issues would be through the use of alternative dispute
resol ution. The Anerican Bar Association sections of Dispute Resolution,

Busi ness Law, Litigation, International Law and Practice and Intell ectual
Property have formed a new task force - the Task Force on E-Comerce and ADR -
which is charged with drafting workabl e guidelines and standards that can be
used by parties to online transactions and online dispute resolution providers.
An Advi sory Group with nmenbers from ADR providers, |Internet providers, consuner
representatives, governnent entities and other ABA sections with an interest in
e-conmmerce issues will also be formed to provide advi ce and gui dance.

| nsurance Ti MBS: 1S0 Ofers Price Change |nformation
Novermber 21, 2000, Vol. XIX No. 24

NEW YORK - | nsurance Services Office will begin reporting conmercial insurance
price-change information in a new i nformati on product called MarketWatch.

| SO Mar ket Watch reports will be issued quarterly, tracking and countryw de price
changes on renewal business for general liability insurance. The reports are
based on a | arge sanple of actual policies reported to | SO by participating

i nsurance conpani es.

The sanple will be based on nore than $1 billion in direct witten prem umfrom
nore than 50 insurance groups.
Early next year, 1SOw || begin to issue reports on comercial auto insurance.

| nsurance Ti MBS: CPCU Society Selling Tapes From Annual Meeti ng
November 21, 2000, Vol. XIX No. 24

'The CPCU Society is offering tapes of conference proceedings for its 2000
Annual Meeting and Sem nars held in San Antonio, Texas, from October 22-24,
2000.

Sem nar topics include: the agent and broker as risk manager, credit scoring,
ki dnap and ransom coverage, co-mngling of financial services, technol ogy
management, inproving comruni cati on between the sexes, reinsurance for the 21st
century, making yourself at hone on the Internet, foresight is 20/20, financia
enhancenent for the future, the European union's inpact on the insurance
i ndustry, career repositioning, exposures and clains relating to fire,
underwriting profitability analysis for the 21st century, architecture of
enterprise risk managenent, training for the fast track, underwiting the .com
technol ogy and tonorrow s insurance policy, purchasing insurance strategically,
sel f devel opment through the Internet, and EPL (nock trial format).

The President's Panel, featuring industry CEGs discussing future trends, and
the Loman Lecture by Sheila Murray Bethel are also avail able on audi ocassette or
audi o CD- ROM

For more information or to place an order, contact The Sound of Know edge,
Inc. at (858) 483-4300.

| nsur ance Ti nes: I 1 AA Annual Convention
Novenmber 21, 2000, Vol. XIX No. 24



Young agents urged to use technol ogy and 'take control

Today's stronger and diversified agency base, conbined with aggressive

mar keti ng and use of technol ogy neans young agents have a world of opportunity
in the insurance industry, insurance conpany executives agreed during a pane

di scussion at the Independent Insurance Agents of Anericas 25th Annual Young
Agents Leadershi p Conference.

The conference was recently held in conjunction with (11 AA) 105th Annua
Convention & I nfoXchange in Ol ando.

Young agents were encouraged to take control of their business, have passion for
t heir business, devel op a strong val ue proposition, be flexible and use
technol ogy to becorme nore efficient.

Panel i sts included Robert J. Gore, chief executive officer of WCC Online, Inc.

t he devel oper of WorkConp. Comi M chael S. MGavick, president and chief
operating officer of CNA agency market operations; Richard Quagliaroli

executive vice president of sales and nmarketing for The Hartford; and Robert

W lianms, agent business |eader for Progressive |nsurance.

The Hartford's Quagliaroli said proprietary conpany technol ogy has no |l ong-term
future and praised agents for devel opi ng excellent web sites that drive sales
growm h and efficiencies.

McGavi ck agreed, |auding agents for harnessing technol ogy and coming to
conpanies with ideas, and at the sanme time resisting company-sponsored
proprietary technol ogy. "W have seen nore (business) nodel -busting ideas com ng
fromagents," he observed

The panelists al so explored the inportance of building and mai ntai ni ng powerful
brands for their products.

"W will take every elenent of our agency relationship online in order to have
resources to further build the CNA brand around trust," MGavick said. "No one
has nmore opportunity than the person who has been working at the core of the

di stribution channel on a conplex product. It's an exciting time for independent
agents."

McGavi ck praised |1 AA for its independent agency brand-devel opnent project
currently underway, and urged agents to become aggressive in driving their added
val ue to the custoner. "The value equation is having sonebody |ocal. You have to
trunpet that as a preferred way to wite business or all the people yapping
about direct will beat us," he said.

Branded Conpani es

Quagliaroli added that consuners are anxious to do business wth branded
conpani es. | ndependent agents should marry technol ogy with branded conpani es, he
noted. And conpany-direct Internet sales shouldn't be viewed as a threat since
the pie is very big.

Wi le Progressive is a multiple-distribution conpany, WIlians said nost
custonmers prefer a local agent, even those who cone to the conpany's website.
"Qur big plan is to have a majority of our business through independent agents.
Customers want service; they want price; they want brand."

But WorkConp. Cons Gore said agents strength and survival depend not on what they
sell but how they sell it. "You are your brand. You own the custoner experience
and the best thing you can do is tighten your control over the distribution."
Wi | e agents face consolidating conpani es and shrinking conm ssions, the upside
is that they own the distribution, said Gore. "You will have a much greater
return on equity in the future because (with technol ogy) you can wite nore

busi ness," he told agents.

The panelists al so discussed the inmportance of the training young agents need to
be successful. Quagliaroli said his conpany trains 250 to 300 new agents



annual ly in The Hartford School of Insurance, while MGavick said CNA has taken
time out to revanp its insurance training programfor new agents, although it
recently has seen renewed enthusiasm for company-sponsored training.

But CGore argued: "You can stick a fork in conpany-based training. What you will
get is distance |l earning and what appears on your nonitor."

Mergers Strengthen Agents
WIllianms noted that agency nerger and acquisitions are creating nore hybrid

organi zati ons and franchi ses, not just a corner shop. "So we companies wll have
to be nore flexible. I think nmergers and acquisitions will |eave i ndependent
agents stronger, not weaker.," he added.

McGavi ck agreed: "The systemis renpdeling itself; it's a natural process. The
technol ogy so levels the playing field that we expect a wi de variety of
i ndependent agents to survive. It's not just about big, big, big."

Advi ce for Agents

Panel i sts were asked to provide a singular piece of advice for young agents.
Quagliaroli offered: "Devel op a very strong value proposition for what you do.
And read incessantly."

WIllians: "Use technology to becone nore efficient and the only way to do that
is to affiliate with carriers that can provide superior technol ogy and 24-7
access. "

McGavi ck: "Have passion for what you do."

Core: "Don't sit out there and do business the way your father or your brother
does it. Take control of your own book. Being passive doesn't cut it any nore.

| nsurance Ti NMBS: Strategies For Insurers Seeking To Increase Val ue
Qutlined At Conference
Novenmber 21, 2000, Vol. XIX No. 24

ATLANTI C CITY, N. J. - Leading insurance industry experts recently net at the
annual | nsurance Conference hosted by Marshall & Swift to discuss new tactics
that property and casualty insurers can adopt to i nprove the overall worth of
their business in the new mllennium These included strategies for greater
cost containnent in the clains managenment process, creation of new sources of
revenue and opportunities for capital investnent and inproved property val uation
sol utions.

" Thi nk Qut si de Box

"Capital for sales growth in such venues as the Internet requires insurance
executives to think outside the box to help their conpani es generate not just
profits, but substantial profit margins," said Robert Crine, president of
Marshall & Swift. "Generating greater worth now and over the long-termwil |
assune enhanced inportance as nore and nore providers struggle to neet the
chal | enges of intense conpetition wthin ever-shrinking markets."

P&C firms continue to operate in the red because of Iimted market growt h,
sustai ned underwiting | osses and growi ng conpetitive pressures, said David H
Warren, senior engagenent manager, MKinsey & Co., and Anthony A. Latini Jr.
director of financial services for Berwi nd Financial, L.P.

For exanple, according to Latini, the growh of witten net prem unms has
decreased from 22%in 1985 to 1.8%in 1998. Also froman "historical financia
perspective," he added, in the last five years, the P&C industry has averaged a
6% return on equity as conpared to other industries such as investnent services



and the S&P 500, which have realized higher returns of 24% and 22% respectively.
According to both Warren and Latini, these trends nandate that insurance
carriers inplement such alternative strategies and tactics for long-term
survival, profitability and future investnment ability.

They said that insurers nust assign nore accurate valuations to the properties

t hey insure.

"Insurers are paying far nore today to settle property clains than are offset by
their prem um base," said Warren of MKinsey & Co. "QObviously, determ ning nore
specific property valuations at the tinme risks are insured is inportant, but
just as necessary is mmintaining accurate information afterwards. This is very
doabl e using today's nodern val uati on technol ogi es."

One such nethod of generating proper insurance to value is through Tel e-
Estimating( (TES), a direct-to-consuner system of gathering the data necessary
to update existing books of property business.

"The process is heavily automated, so it integrates well wth our extensive
field inspection services and with the insurance conpany's own busi ness
managenent technol ogies,” said Crine of Marshall & Swift.

Supply Chain

Participation in a supply nanagenent chain is also a cost-effective way to | ower
property clains settlement expenses, enhancing value fromthe clains side of the
busi ness, panelists noted.

"I nsurers could save substantially on clainms payouts by controlling repair costs
t hrough a supply chai n management program which includes a network of selected
contractors," said Warren

"Wth a supply chai n nmanagenent program cones savings in construction costs,
reduced hone repair/replacenent tinme and fewer custoner conplaints," said
V\r r en.

Denut ual i zati on has been enpl oyed by sone mutual conpanies to increase operating
capital to build capacity.

I nsurers should al so investigate acquisitions and joint ventures with |arger
firme to diversify risk and create val ue

"Selling to or partnering with a |arger conmpany will create value for your
shar ehol ders by expandi ng your lines of products and services," said Latini.
Conpani es can also diversify risk by inplenenting an acquisition strategy based
on geography, added Latini. One noted insurer "recently enbarked on an
acquisition strategy to diversify their exposure away fromthe East Coast," he
sai d. "They bought out some conpanies in the Mdwest, and their prem uns rose
dramatically."

Marshal | & Swift publishes building cost data and provides allied services to
the insurance, real estate and construction industries.

| nsurance Ti MeS: Reinsurance Demand Seen Decl i ni ng
Novenber 21, 2000, Vol. XIX No. 24

Demand for traditional property-casualty reinsurance will continue to decline
over the next five years as primary insurers grow in size, according to a new
Conni ng & Co. study.

The added strength of nany insurers is inproving their ability to nanage their
own exposures while driving down their need for augnented capacity.

In order to grow in this environnent, reinsurers nmust devel op new markets and
products, including the "alternative risk transfer"” (ART) market, Conning
reports.



G obal i zation

According to the recent Conning study, Property-Casualty Rei nsurance: Devel oping
the Next Frontier, globalization and consolidation trends have created | arger

i nsurers reducing the need for traditional reinsurance.

A obalization also has created an opportunity for reinsurers to devel op nore
conprehensive risk solutions for exposures that have not been covered through
traditional insurance and reinsurance products.

"The | ack of demand for traditional reinsurance has caused reinsurers to engage
in fierce price conpetition to protect nmarket share,"” said dint Harris,
assistant vice president for research and publications at Conning and author of
the study. "The conbination of |ower demand and increased supply of reinsurance
capacity has hurt profits as reinsurance pricing began a downward spiral that is
difficult to break."

No Single Strategy

However, no single strategy appears to be energing anbng reinsurers to expand
their markets. As yet, npst agree that witing | ess business will increase
rates. Only a few enphasi zed the need to expand their market and product

of ferings in order to grow.

One area where there is growh is in the ART markets. Prem uns on ART products
are already substantial - averaging 14% of the total witten reinsurance prem um
for the industry, according to experts surveyed by Conning - and |long-term
grom h potential for the ART market appears prom sing. Forty percent of

rei nsurance survey respondents anticipate growmh of nontraditional products in
2000.

| nsurance Ti meS: John Hancock Expands Bank Distribution
Novenber 21, 2000, Vol. XIX No. 24

BOSTON - John Hancock Financi al Services announced three alliances that wll
expand distribution of the conmpany's products through banks.

The John Hancock Financial Institutions Goup (JHFIG has signed selling
agreenments with Wachovi a and Regi ons and been sel ected as one of six strategic
partners for life and long-termcare insurance by First Union Corp. JHFIGis
t he sal es and nmarketing arm of John Hancock responsible for all mnutual funds,
annuities and insurance products in the bank channel

Wachovi a | nsurance Services, the insurance subsidiary of Wachovi a Bank

headquartered in Wnston-Salemwith $70.8 billion in assets, has selected John
Hancock as a preferred |ong-termcare insurance carrier
Wachovi a's investment representatives will sell SinpleCare, a new sinplified

long-termcare offering. Currently, Wachovia's insurance advisors of fer John
Hancock's estate planning products to wealth managenent customners.

Bi rm ngham Al abama-based Regi ons Financial Corp., with assets of $42.9 billion
has chosen John Hancock as a strategic insurance partner for both life and | ong-
termcare insurance. Regions becomes the first bank to offer all of John
Hancock's core products, fixed and variable annuities, mutual funds, life

i nsurance and long-termcare insurance, to its custoners.

First Union, the sixth largest financial services conpany in the country,

headquartered in Charlotte, with $258 billion in assets, has selected John
Hancock as a strategic partner for both life and | ong-term care insurance. John
Hancock will be working with the bank in its retail and affluent narkets

t hroughout First Union's 12 east coast states and the District of Col unbia.



| nsurance Ti NBS: New York Life Partners Wth Cpas
Novermber 21, 2000, Vol. XIX No. 24

NEW YORK - New York Life Insurance Co. announced that through its newy | aunched
Partnership for Professionals program Certified Public Accountants (CPAs) can
recei ve conpensation when working with New York Life's agents. CPAs
participating in this programcan either receive referral fees or can obtain the
licensing required to sell New York Life's high-quality portfolio of products
and receive comi ssion dollars.

"This program recogni zes the evolving role of CPAs in the financial services

i ndustry and rewards them for the services they provide to their clients," said
M ke Burson, vice president, New York Life. "By building an alliance with New
York Life, accounting professionals can offer their clients high-quality

i nsurance and financial products backed by a conpany with a solid reputation for
excel | ence."

Currently, 41 jurisdictions allow CPAs to earn comrm ssions on the sale of

i nsurance and financial products. CPAs that join the Partnership for

Pr of essi onal s program can be sole practitioners or part of a CPAfirm

| nsurance Ti MeS: TIAA-CREF Ofers Low Cost Life To General Public
Novenber 21, 2000, Vol. XIX No. 24

NEW YORK - TIAA- CREF Life Insurance Co. is now offering | owcost single-life
and survivorship life universal life insurance products to the general public.
The products offer a nunber of features not typically found in the universa
life market. These include the absence of conm ssions or sales |oads, and no
surrender charges.

"The introduction of these new products is just the beginning of our entry into
the broader retail life insurance market," said Vic Gainor, second vice
president at TlIAA-CREF Life. "W have |ong focused on delivering high quality,

| owcost terminsurance products to people in the education and research
conmunity. Now, these new offerings will allow us to better address the types of
financial security needs that typically call for permanent insurance protection,
such as estate and | egacy planning, charitable giving and busi ness succession

pl anni ng. "

Each policy offers two death benefit options -- either a | evel anmount of
coverage, which stays the sane as long as the policy is in force, or increasing
coverage, where cash values are added to the policy's face amunt to provide
total policy proceeds.

Currently, the TIAA-CREF Life Universal Life Insurance products are available in
all states except: Arizona, Kentucky, Mine, Massachusetts, M nnesota,

M ssi ssi ppi, Mntana, New Hanpshire, New Jersey, New Mexico, North Dakot a,
Oregon, Pennsyl vani a, Tennessee, Utah, and Vernont.

| nsurance Ti MBS: Survey Finds Tax Deductibility Wul d Boost LTC Sal es
Novermber 21, 2000, Vol. XIX No. 24



NEW YORK (AP) - Seventy-four percent of Americans said they would purchase
long-termcare insurance if Congress passed | egislation providing ful
deductibility, a survey shows.

Twenty-three percent of those surveyed will worry about how to pay for their

| ong-term care needs " “when the tine cones,'' and 43 percent would have to tap
personal resources and savings to pay for long-termcare services should they
need t hem

"“This informati on shows us that npbst Americans are not prepared for their |ong-
termcare needs and are putting off decisions about financing those needs, even
t hough they have direct evidence fromfriends and famly that the necessity for
long-termcare is a real possibility,'' said Joyce Ruddock, vice president of
Met Life's long-term care division.

Met Li fe Survey

Zogby International surveyed 1,002 adults between ages 35-74 on the awareness
and preparedness of long-termcare. The survey was commi ssioned by the MetLife
Mature Market Institute, a resource center for issues concerning the mature

mar ket .

Neal Cutler, a director of survey research at the National Council on the Aging,
suggests people are concerned about |ong-termcare services but do not know the

costs. Particularly 30- to 50-year-olds ~“don't knowif they will need it or

wi I | have the insurance when the time cones,'' so they assunme they will dip into
savi ngs, he says.

Thirty-one percent said long-termcare insurance will pay the necessary

expenses, yet industry statistics indicate that fewer than 10 percent have | ong
term care insurance.

"W al so see a direct nessage to the President and to Congress: Anericans want
passage of tax deductibility for long-termcare insurance premunms,'' she said.
"Long-termcare insurance will help them pay for care when they are no | onger
able to care for thenselves w thout depleting their assets.'

| nsurance Ti MeS: Mine Hails Success OF Kids' Health Program
Novenber 21, 2000, Vol. XIX No. 24

by G enn Adams
Associ ated Press

AUGUSTA, Maine - The nunber of Mine children who |ive w thout health insurance
dropped from 30,000 to 18,000 between 1998 and | ast year, Gov. Angus King said
The drop from 10 percent to 6 percent uninsured gives Miine the fourth-Iowest
percent age of uninsured children in the nation, King said. Maine's overall rate
of uninsured residents is al so below the national average.

"That doesn't happen by accident,'' the governor said at a news conference at
Mai neGeneral Medical Center. He gave credit to his administration and the
Legi sl ature for expandi ng coverage, but added that the job is not finished.

Many Maine children are still going without health coverage even though they are
eligible for state prograns, said King. And he said the high cost of health
coverage still constitutes a crisis, although he said that is a separate issue.

Focusi ng on coverage itself, King contrasted the 16 percent uninsured chil dren
in 1995 to |last year's 6 percent. For Maine's adult and child popul ation

conbi ned, the uninsured rate dropped from 15 percent in 1997 to 12 percent | ast
year.



The 1999 percentage of uninsured children in Maine is the | owest since the |ate
1980s, according to figures provided by the adm nistration

Nati onal Iy, Census Bureau data rel eased in Septenber showed that 42.6 mllion
Ameri cans, or about 15.5 percent of the popul ation, were uninsured |ast year

In Mai ne, nost residents with health coverage who are not enrolled in private or
group policies are covered by Medicaid or the Cub Care program which targets
children. Medicaid and Cub Care conbi ned cost about $1.4 billion a year, two-
thirds of it fromfederal sources, said Human Servi ces Comm ssioner Kevin
Concannon.

During its past session, the Legislature expanded eligibility for Cub Care,
using noney fromthe tobacco | awsuit settlenent. The state's cost of |owering

t he nunber of uninsured children is less than $10 nillion a year, administration
of ficials said.

Mai ne has an aggressive programto enroll nore children in Cub Care and

Medi cai d, using schools and hospitals as part of its outreach program said
Concannon

"Every public and private school child gets an application in the fall from
us,'' said Concannon. Hospitals that treat children wite to parents to inform
them of eligibility standards.

Mai ne has al so reduced application forms for health prograns to a single page.

| nsur ance Ti nes: Voters On Nov. 7 Had Health Care Issues On Their M nds
Novenmber 21, 2000, Vol. XIX No. 24

Heal th care was not the determ ning issue during the recent Nov. 7 election,

but health care issues were on the minds of the voters, according to a

bi parti san post-el ection survey rel eased by the Health |Insurance Association of
America (H AA).

"Despite the predom nance of other issues, nmany voters consider health care and
prescription drug costs to be a problemfacing the country today," observed H AA
President Chip Kahn. "Clearly, costs matter - and will continue to matter -
regardl ess of who wins the Wite House and who controls Congress."
According to HIAA's survey, health care and prescription drug costs conbined to
rank fourth, behind the follow ng issues: a decline in noral values (11
percent), social security/aid to the elderly (nine percent), and quality of
education (eight percent).

Taken together, health care and prescription drug costs were considered as the
nost i nportant issue facing the country anobng seven percent of voters.
When asked which one or two issues were nost inportant when voting for President
(aside fromcharacter of other personal issues), 11 percent of voters chose
health care. |ssues ranking higher than health care were social security (24
percent), education (23 percent), abortion (16 percent), taxes (13 percent), and
t he econony (12 percent).

When asked to choose anpong five goals that could be followed for changi ng our
health care system voters chose as their |eading goal providing basic health

i nsurance coverage to all Americans (30 percent), followed by naking health care
nore affordable (29 percent).

Wiile the private sector's handling of the health care systemnmeets with | ess
than universal acclaim it is perceived considerably better than the federa
government. According to HHAA's poll, 32 percent of voters believe that the
private sector is doing, or would do, an excellent or very good job of running
the health care system while 18 percent believe the same of the federa

gover nnent .



| nsurance Ti NMBS: Ny Life Building Declared NY City Historic Landmark
Novermber 21, 2000, Vol. XIX No. 24

NEW YORK - The Landmar ks Preservation Conmm ssion (LPC) has designated the hone
of fice building for New York Life Insurance Co. at 51 Madi son Avenue as an

i ndi vidual historic |andmark.

The building is a promnent part of New York City's skyline, distinguished by

its illum nated gold pinnacle.
"New York Life has been closely tied to Anerican history since our founding
over 155 years ago, and we will continue to remain a permanent, lasting fixture

for future generations," said Sy Sternberg, chairman, president and chief
executive officer.

The buil ding was erected on the site of the original Mdison Square Garden and
dedi cated in 1928. Famed architect Cass G lbert, inspired by the Salisbury

Cat hedral and ot her European towers, built three gothic skyscrapers in New York
Cty, including the conpany's home office building, which were considered the
nodel s for tall commercial building design at that tine.

The 34-story structure occupies an entire city block and is sheathed wi th buff

I ndi ana | i mest one.

| nsurance Ti MBS: CFP Adds Universities
Novenmber 21, 2000, Vol. XIX No. 24

Denver - The Certified Financial Planner Board of Standards' (CFP Board)

subsi diary Board of Exami ners has regi stered 10 new financi al planning prograns.
The universities whose prograns were newy registered with the CFP Board are

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

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

Visit ww. CFP- Boar d. org.

| nsurance Ti meS: Tech Update
November 21, 2000, Vol. XIX No. 24

| nsuranceTi nes
by Mark Hol | mer

The Tech W zard speaks.

That is the noni ker on business cards handed out by Leo Fredette, of the
Massachusetts Associ ation of |ndependent Agents, who presented a sem nar on Nov.
6 on "Advanci ng Your Agency's Automation Capabilities into the 21st Century, as
part of the MAIA's "The Big Event" convention held at the Marriott Hotel at
Boston's Copl ey Place. Armong Fredette's assertions:



 Expect agencies' future software needs to be net through direct Internet
connections rather than the purchase of separate operating systens.

» Agency managenent systens continue to be weak regarding the use of technol ogy,
and some computer systens that can produce reports aren't well used by agents.

e The systens aren't effective, he said, if agents use | ess than 65 percent of
their capacity to produce reports and grow t he agency busi ness.

kkhkkkkhkkkkkkkk

You' ve heard it before, that the insurance industry's future involves selling
products through the Internet or other "direct channels." Hugh Ryan is saying it
this time.

Ryan, a partner with Andersen Consulting, was the keynote speaker at the recent
| SOTech property/casualty conference in Las Vegas. Ryan predicted that industry
success will come from "sinple products sold nost successfully through direct
channel s like the Internet."

Ryan al so said insurance carriers nmust develop plans to attract new custoners
but al so "becone networks that serve broad custoner needs."

Take a bow, Safety and Chubb

Bot h conpani es are anong 10 wi nners of the Beyond Conputing nagazi ne's 2000
Part nershi p Awards.

The magazi ne gives the award to conmpanies at the forefront of blending the

| atest technology with running their business.

Massachusetts-based Safety, which is up for sale, won the top honor, or Platinum
award, for developing an information technol ogy systemthat |links with 3,000
agents, allowing themto tap into conpany conprehensive policy and clainms

i nformation.

Safety was al so recogni zed for devel opi ng a busi ness-to-busi ness Wb exchange
that lets insurance agents, vendors and carriers conduct business in a secure
online environnent.

"The conpany has generated doubl e-digit annual revenue growh, along with a 31
percent increase in net premiuns witten in the |last year," Beyond Conputing
officials said in a press rel ease.

Chubb, of New Jersey, won an Award of Excellent for using the Wb to help
stream ine its bureaucracy, noving away from using paper to conduct business as
nmuch. Chubb's growi ng Wb presence lets it distribute information online around
the worl d, open up new narkets and cut back the tine needed to "rate, quote,
book and issue a policy when no human intervention is required," the magazi ne
said. That time period, by the way, dropped from about 30 days to 24 hours.

Get your insurance Wb donmain names in London for a price. Colliers CRE is

to hold an auction Nov. 22 in Geat Britain's largest city of 303 domai n nanes,
i ncludi ng insurance-industry standard names |ike Accidentlnsuring.com

Li f el nsuri ng. com and Medi cal | nsuring. com

The domain nanes will be divided into three identical subsets with dot.com
dot.net and dot co.uk addresses.

And the names may not exactly cone at a bargain

Anmong recent dommin sal es: Business.comfor $7.5 mllion, Bingo.comfor $1
mllion and Loans.comfor $1 mllion

A "virtual office" is on its way for dozens of long termcare insurance agents.
CGE Long Term Care recently announced it's launch of LTC Digital office, a
programthat will give the company's 1,500-plus agents the ability to access
information it needs from any computer, 24-hours a day.

The service is free to all GE LTC career agents and gives them sonething the
conpany has dubbed "a nobile sales force."

Participating agents can |l og onto a conmputer and check the status of



applications, follow underwiting progress, check comm ssions, order product
infornmation, and tap into online semnars, anobng ot her benefits.

Bill Bosneny, senior vice president of LTC Sales, said the programwll help
i ncrease agent productivity "exponentially."

CGE Long Term care has about 60 regi onal offices throughout the country.

It take a 40-hour licensing course, versus the 90-hour version for the property
casualty broker license. But work experience can be counted in place of the
cour se.

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

| nsurance Ti mes: Wiy January, August Are Great Seminar Months In New

Engl and
Novenber 21, 2000, Vol. XIX No. 24

Sem nar Secrets
by Maril ee Driscoll

Wth the ever-present threat of snow, why woul d anyone consider scheduling a
prospecting seminar in wnter?

Conversely, nobst agents avoid semnars during the beautiful weather and
traditional vacation nmonths of July and August. At first glance, avoiding the
sunmer and wi nter nonths seens to make sense. | contend that the only time of
year that you should NEVER hold seminars is right now - between Novenber 15 and
January 1. The extensive preparations required for Thanksgiving and the
hol i days through New Year's day are too demanding to all ow prospects to think
about attending a seminar. If you do nmanage to attract an audience, it wll be
very difficult to schedul e subsequent appointnents. You will hear a chorus of
"“call me after the New Year."

One of the advantages of semnar nmarketing is the chance to educate your

audi ence about a topic, notivate themto request an appointnent, then nmeet with

themwhile the topic is still fresh in their mnd and their notivation is
strong. A delay in your post-sem nar nmeeting of three to four weeks can wi pe
out all the goodw Il and nomentum generated by a high-quality seminar. This is

why you should never plan a seminar for right before a major holiday.
Most agents schedul e seminars during the spring and the fall only. So, out of

12 potential sem nar nonths, they are only using 5: April, My, June, Sept.,
Cct ober. Any nmarketing programwhich is turned on |l ess than 50 percent of the
time has the odds stacked against it. Intermittent seminars are much |ess

ef fecti ve than an ongoi ng year-1ong conmitment.

The best reason to hold seminars in the sumer and winter nonths is |ack of
conpetition. |If your seminar is being held for the general public, the nost
expensi ve part of your seminar is the advertising. Wether you use radi o spots,
cabl e-TV ads and/ or newspaper advertisenments, newspaper inserts, or

tel emarketing and/or direct mail, your event will be judged agai nst the
conpetition. Inmagine that you are holding a fall seminar on retirenent

pl anning. The same day there is a sem nar on estate planning by one of your
conpetitors, a church crafts fair and the weather is gorgeous. You've got a |ot
of competition.

| magi ne hol ding that same seminar on retirement planning in January - there's no
conpetition.

But what if it snows? There are two approach, and each one works beautifully.



Choose the one which is nmore confortable for you.

1. On your original semnar invitation, list a "snowday." |If snowis in the
forecast for your sem nar day, when you nake your remi nder phone calls the day
bef ore, make sure people who have signed up for your seninar know what do. For
exanple, say "if the weather is bad, call ny sem nar reservation hotline and
the recording will say if the semnar is on, or if it's been reschedul ed." O
say, "Since snow is predicted, we are canceling tonorrow s sem nar and going to
t he snow date, which is ."

2. Anot her approach for the nore daring readers is what | call the "what the
heck" approach. It involves a lot |ess contingency planning and a |ot nore fun
In your pronotions and ads don't nmention a snow date. Call everyone who has
pre-regi stered and say, "W are holding the sem nar rain, snow, sleet or shine."
But what if there's a snow storn? As sonmeone who has held nore than one sem nar
during and after major storms, | can report fromthe trenches. You will have a
snmal l er crowd than you expect, but you will have a crowmd. And what a crowd it
will be. They will not be afraid of slipping and breaking a bone. They wi |l be
hearty people who are so notivated to hear your sem nar that they braved a
storm They will be fun. They will be nore insurable than nost audi ences!
Those people who do not brave the snow can sinply be invited to your next

sem nar (which should never be nore than three nonths away).

If you are going to plan a "rai n-snow sl eet-or-shine-sem nar" make sure that you
book a seminar location that has a flat parking lot and is not |ocated at the
top (or bottom) of a winding, dirt road. Al so, nake sure you have a way of
contacting the owner or manager of your seminar |location in case there is a
maj or storm (to make sure the location will be open).

By extending your sem nar selling season to 10 nonths you dramatically increase
the Iikelihood of marketing success. Linmting semnar marketing prograns to
only five nmonths out of 12 is like stepping into the boxing ring with one hand
ti ed behind our back. Now, go for it!

Did you mss the first article in this series on semnar selling (Cross-Selling
Clients Wth Effective Sem nars, June 20, 2000, I|nsuranceTines), visit

www. mari | eedriscoll.com and click on New for Decenber. p

Driscoll is a professional speaker on long termcare and an expert on sem nar
marketing and long termcare planning. For a copy of her 85-page manua

Sem nar Secrets: A Hands-on Guide to Marketing to Baby Booners and Their
Parents. send $69 to P.O. Box 956, Plynouth, MA, or order online at her web
site. She can be contacted at (508)830-9975, or at ww narileedriscoll.com

| nsurance Ti meS: Csrs Asked To Do Mre But Not Asked What They Thi nk,

Survey Fi nds
Novenber 21, 2000, Vol. XIX No. 24

New i ndustry survey profiling customer service representatives finds agencies
val ue CSRs' productivity but not always their opinions

by Mark Hol | mer
| nsuranceTi nes

More than 80 percent of custoner service representatives who took part in a
recent industry survey are actively involved in insurance agency sales calls,

but their bosses don't always seek their feedback

And WIlliam Toll -- senior vice president of the National Alliance for Insurance



Educati on and Research - said bosses should change their practice.

"CSRs are becom ng busier and busier, nore productive and nore responsibilities
are being assigned to them" Toll said.

But "not very often are these stable groups of people asked what they think

if you want increases in productivity that's (who) you want to | ook at."

Tol | spoke about insurance agency customer-service representatives on Nov. 5,
during the two-day "The Big Event" conference sponsored by the Massachusetts
Associ ation of |ndependent Agents.

Thousands of people attended the conference, which was held at the Marriott
Hotel Copley Place in Boston, and about 40 people packed a conference roomto
hear Toll's presentation

Toll presented statistics fromthe |atest CSR study by the National Alliance for
I nsurance Education and Research, which is based in Austin, Texas.

The group conducted its last study in 1995, and is releasing its |latest CSR
profile this nonth.

Toll said his group sent out 3,500 surveys to personal |lines CSRs and the sane
nunber to their conmercial-lines counterparts.

About 1,400 people conpleted their surveys - at a 20 percent return rate, Tol
sai d. About 500 agenci es across the country took part in the project.

About 99 percent of the participating CSRs are wonen, and they answered
guestions covering qualifications and experience, conpensation, servicing

vol une, responsibilities, skills and know edge and agency operations.

| nsurance Ti meS: CSR Survey Results
Novenber 21, 2000, Vol. XIX No. 24

Among the results of a National Alliance for Insurance Educati on and Research
survey of custoner service representatives:

» More than half of the participating CSRs have an average 17 years experience
in the business.

e A large nunber have stayed with their current enployer for 10 years or nore.

+ A typical commercial |ines CSR nakes $34, 348, 26 percent higher than 1995. But
an average personal |ines CSR nakes $27,384, 16 percent higher than five years
ago.

e« 97 percent of custoner service representatives are |icensed.

» About 46 percent of CSRs have taken some kind of college courses and 13
percent have a col | ege degree.

e Commercial lines CSRs handl e an average of $310,842 in new prem um vol ure,
conmpared to $150, 143 for a typical personal lines CSR s annual prem um vol une.
» Conmmercial lines CSRs handl e an average 261 accounts each year, conpared to

227 five years ago.

» Personal lines CSRs increased their productivity froman average 916 annua
accounts in 1995 to 1,017 accounts this year

e About 69 percent of CSRs process clains and do their own filing. Many al so



handl e accounti ng, bookkeeping, conputer systens, office-nanagenent and
receptioni st tasks.

e Dealing with stress remains the nost inportant skill to inprove for CSRs, as
it was five years ago

| nsurance Ti NBS: Smartdental benefits.comjoins Brokers Portal
Novermber 21, 2000, Vol. XIX No. 24

VWRENTHAM Mass. - Smartdental benefits.comis partnering with the online

mar ket pl ace BrokersPortal to distribute its direct rei mbursenent dental plans.
Direct reinbursement is a self-funded dental plan designed to sinplify denta
benefits for enpl oyers and enpl oyees. The concept is different fromtypica
benefit plans in that it is based upon dollars spent, not on treatnent received.
"I't would have taken us nmonths if not years to reach the nunber of brokers that
we can now reach thanks to this partnership,” said Jonathan Hogg, president of
smart dent al benefits. com

| nsurance Ti MBS: GE Debuts Suppl emental Hospital Indemity Policy
Novermber 21, 2000, Vol. XIX No. 24

ENFI ELD, Conn. - GCE Financial Assurance's Worksite Services G oup, which

provi des benefits to small and nedi umsized benefits, is now offering a new
hospitality indemity insurance product. The suppl enmental insurance products
pays benefits that can hel p offset enployees' out-of-pocket hospital and nedica
expenses such as co-pays and deducti bl es.

GE' s new Vol untary Choice Indemity Insurance is not intended to replace nmgjor
medi cal or HMO coverage but rather increase the quality of the current benefit
package being offered by small businesses. Some of the benefits include an
optional benefits for outpatient doctor and emergency roomyvisits (not just
hospital stays) and several new riders for specified injuries and the first
hospi tal confinement.

| nsurance Ti meS: |FEBP Publishes Group Term Life Guide
Novenber 21, 2000, Vol. XIX No. 24

The International Foundation of Enployee Benefit Plans (IFEBP) has published
"Enpl oyee Benefit Basics, Group TermLife Insurance," which guides enployers
newy responsible for group termlife insurance plans.

Thi s publication exam nes enpl oyer policy and market options, life insurance in
the U S. as an enployee benefit, the domi nance of terminsurance and group term
life insurance characteristics. It also reviews the various types of life

i nsurance policies, conmparative statistics on these policies and an overvi ew of
the taxation logistics surrounding life insurance. Copies are available from

| FEBP at 888 33-1FEBP or e-mmil books@febp. org.



| nsurance Ti mesS: Pacific Life Launches New Group Disability Plan
November 21, 2000, Vol. XIX No. 24

Pacific Life Underwriting Services, a unit of Pacific Life & Annuity Co., has

| aunched a new disability income plan for groups with 10 or nore enroll ees that
can be sold through the worksite.

The plan pays 50 or 60 percent of the enployees' regular nmonthly earnings up to
$5, 000, less than other incone and benefits, for a maxi mum duration of 13 weeks
to 60 nonths.

The plans are currently available in numerous states including Massachusetts,
New Jer sey, Pennsylvania and Rhode island. Call 800 900-9777.

| nsurance Ti MeS: «cuardian Introduces Disability Enhancements
Novermber 21, 2000, Vol. XIX No. 24

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

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

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

Features that offer broader coverage for enployees include Critical Care Mdica
Fam |y Leave Act Benefits, which provide nmonthly benefits to enpl oyees who are
not disabled but rmust take leave fromwork to care for a sick or injured
dependent. Benefits can be extended for as long as 12 weeks.

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

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

enpl oyee.

| nsurance Ti MBS: US Supreme Court Hears Dispute Over Beneficiary Law In

Caught In Divorce
Novenber 21, 2000, Vol. XIX No. 24

Ex-wife clains | ate ex-husband's benefits

WASHI NGTON (AP) - Divorce can create sticky situations, especially if the



husband di es soon afterward wi thout removing his ex-wife as his life-insurance
beneficiary. The Supreme Court wangled over what | aw governs who gets soneone's
enpl oyee benefits after they die.

"\What about ordi nary common sense?'' Justice Stephen G Breyer asked during
argunents in a dispute between a Washi ngton state woman and her |ate ex-
husband's children froma previous narri age.

O dinarily, Breyer suggested, "people would prefer that their share would go

to their children rather than to their just-divorced wfe.'

Donna Rae Egel hoff contends she is entitled to the life insurance and pension
benefits of her ex-husband, David, who died in an accident shortly after they
were divorced in 1994. His children froman earlier nmarriage say they shoul d
receive the benefits.

Egel hoff died without a will, and his ex-wife still was designated as
beneficiary of his enployer-provided i nsurance and pensi on benefits. But his
children sued under a Washington state | aw that says getting a divorce revokes a
spouse's designation as beneficiary.

ERI SA Preenption?

At issue is whether that state law is overridden by a federal |aw that governs
enpl oyee benefit prograns, the federal Enmployee Retirenent Incone Security Act.
M's. Egel hoff says the federal |aw protects plan participants and beneficiaries
by overriding state |laws that would divert benefits to soneone el se

Justice Departnent | awyer Barbara MDowel |, arguing in support of Ms. Egel hoff,
sai d Egel hof f's wi shes were not known, but that the only way to change his
beneficiary was if he had filed a form doing so.

"Don't you think there's a reasonable probability here that the plan partici pant
t hought the nmoney would not go to his divorced wife?' ' Justice John Paul Stevens
asked.

But Justice Ruth Bader G nsburg suggested a hypothetical case involving ~“a man
who has just divorced a wonan, is tired of her he's off with a young thing,

he's not married and he's feeling tremendous renorse'' and decides to let his
ex-w fe have his benefits.

Justice Antonin Scalia said that perhaps Ms. Egel hoff had a good | awer who
knew the federal |aw and told her, " Maybe he doesn't know that, but boy, we're
wal ki ng away with a good settlenent.’

Thomas Gol dstein, attorney for Egel hoff's children, Samantha and David, said the
couple had a detail ed divorce decree.

"He got the tan area rug and she got the exercycle,'' Goldstein said. But he
said that if she wins the case, “~~She's going to come al ong and recover again.
The children are going to be out of luck for no sensible purpose.'’

M's. Egel hoff's |lawer, WIliamKilberg, said beneficiary designations are
central to enployee benefit prograns and therefore are governed by the federa

I aw.

"Slayer Statutes'

Breyer asked whether that neant the federal |aw al so cancel ed state "sl ayer
statutes'' that keep murderers fromcollecting benefits fromthe person they
killed, or state laws that spell out inheritance rules involving people who die
si mul t aneousl y.

Ki | berg said those are traditional |egal standards that could be read into the
federal enployee benefits |aw. Washington's divorce lawis not such a

tradi tional standard, he said.

The justices are expected to issue a ruling by July.

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



| nsurance Ti meS: Rising Use, Not Prices, Drive Prescription Drug Costs
Novenber 21, 2000, Vol. XIX No. 24

WASHI NGTON, D.C. - The continui ng double-digit growh of prescription drug
expendi tures appears to be caused primarily by increases in the vol une of
prescription drugs being purchased--rather than price increases--according to a
new article published by the nonparti san Enpl oyee Benefit Research Institute
(EBRI).

The article, published in the Septenber EBRI Notes, points out that nationa
heal th expenditure growh has slowed for the other major sources of health care,
specifically hospital and physician services expenditures. However, growth has
continued in private expenditures for prescription drugs, which accelerated in
the late 1990s, making it a central issue in the debate over health care in the
United States.

Changi ng Benefits

In response to this growi ng expenditure, many enployers are planning to revise,
or have revised, their drug benefits by changi ng copaynent |evels and/or

i ntroducing fornmularies (lists of preferred or covered drugs in a drug benefit
plan), or refining those already in use.

EBRI President and CEO Dal |l as Salisbury said the result will be higher out-of-
pocket costs for workers, which could have an inpact on some participants'

willingness to take health insurance coverage when it is offered. "The
consequences of this change in enployers' drug benefit plans will depend on plan
participants' ability and willingness to accept increased out-of-pocket
expenses," Salisbury said. "This is particularly significant in view of
prescription drugs' increasing inmportance in treating many illnesses as well as

their potential to substitute for other health care services."

The article sunmarizes the | atest national health data on prescription drug
expendi tures, focusing on contributors to the growth of these costs. In
addition, it examnes nodifications that enployers have made or plan to nake to
their drug benefit plans.

Sone of the article's key findings:

* Prescription drugs accounted for 7.9 percent of all national expenditures in
the United States in 1998, up from5.4 percent in 1990. Total prescription drug
expendi tures increased 15.4 percent in 1998, conpared with 14.6 percent in 1990.
The growt h rate for private health insurers was even faster, tw ce exceedi ng 20
percent since 1990, and amounting to 19.7 percent in 1998.

* Conpared with expenditure grow h--which includes both price and vol unme

i ncreases--prescription drug inflation has been significantly sl ower since 1993.
Starting about 1993, the driving force behind the increasing costs appears to be
a higher volume of prescription drugs purchased, rather than drug price

i ncreases. A study of physician visits found a significant increase in the
nunber of new prescriptions witten from 1993 to 1997.

* Nearly all enployers (99 percent) that offered health care benefits al so

of fered prescription drug benefits in 1999. However, 42 percent of enployers
sai d they had changed or woul d change their drug benefit plan in 1999 or 2000.
Most of the changes involve increasing the cost sharing with plan participants

t hr ough hi gher copaynents.

* The exception to the accelerating trend in prescription drug expenditures is
out - of - pocket paynents, which accounted for 50 percent of prescription drug
expenditures in 1990 and 25 percent in 1998. The difference in cost trends

bet ween out - of - pocket and private health insurance expenditures is directly
linked to the nore generous coverage of prescription drugs in managed care pl ans
than was traditionally available in fee-for-service plans.



| nsurance Ti neS: Wrksite Marketing Sl owed By Inefficiencies
Novermber 21, 2000, Vol. XIX No. 24

Worksite marketing, once a source of optimsmfor insurance carriers |ooking
for inmproved distribution, has been slow to achieve its true potential for the
i nsurance industry, according to a study by Conning & Co.

Ironically, the problemw th the worksite market is not with | ack of denmand, but
with neeting it. The study shows that enployers and enpl oyees are eager to take
advant age of the benefits of worksite marketing prograns, but distribution
bottl enecks and enroll ment inefficiencies have made this narket slow to perform
wel | for the insurance industry.

The new study, "Wirksite Marketing: Reality Versus Promse" is the result of a
col | aborati on between Conni ng and Eastbridge Consulting Group, a consultant in
wor ksite marketing.

Though the worksite market has been a source of npderate success, worksite

i nsurance sales totaled $2 billion in new annualized premiumas recently as
1998. It is clearly a market where the insurance industry is leaving a | ot of
noney on the table. LIMRA estimates that up to 120,000 enpl oyers, representing
upwards of 12 million enpl oyees, would consider adding voluntary benefits to
their overall benefits package in the next five years. They have not already
done so because they sinply have not been approached.

"Tradi tional worksite marketing involves several |evels of sales before the
product ever gets to the enployee, and nobst carriers have not adequately geared
up to sell through this nmore conplex chain," said Mark Trencher, vice president
at Conning. He noted that "lack of adequate distribution and poor enroll nent
approaches are the two main structural weaknesses that nost account for the

uni nspiring perfornance of the worksite nmarket."

The study notes that the future of worksite marketing will inmprove as the

i ndustry nmoves fromtoday's distributor-centric business nodel to a technol ogy-
enabl ed busi ness nodel. This new nodel, when integrated with traditiona

mar ket i ng net hods, shoul d generate substantially hi gher sal es and customer

sati sfaction, at the sane tinme reducing the costs of doing business.

| nsurance Ti MBS: [11AANY's Weinherier Honored; Frack Heads Society Of
Fi nanci al Services
Novenmber 21, 2000, Vol. XIX No. 24

Prof essi onal s; CPCU Society elects officers; |Il1AA honors National G ange Mitua

I I AANY

Kat hl een A. Wi nhei ner, vice president of industry relations for the | ndependent
I nsurance Agents Association of New York Inc., is this year's recipient of the

I nsurance Person of Distinction Award.

Wei nhei mer, who was honored for her "enduring contribution"” to the insurance

i ndustry, was presented the award at a cerenony during the Syracuse |-Day.
Syracuse |-Day is sponsored by a group of 50 agencies, carriers and ot her

organi zati ons, including the | ndependent Insurance Agents of Central New York

I nc.

Wei nhei mer, who joined I AANY in 1985 and has served in a variety of capacities



for the association including director of education, was recogni zed for her 24-
year career in the insurance industry.

SFSP

Joseph E. Frack, CPA, has been nanmed to the position of chief executive of the
Soci ety of Financial Services Professionals, replacing Donald E. Manger, CEO
since 1968, who has | eft the organi zation. Frack assunes the position

i Mmediately. His responsibilities include managing the Society's daily
operations and inpl enenting board policy.

JAMS

Maria C. Wal sh, fornmer vice president of clains for Plynmouth Rock Assurance
Corp. has joined the resolution firm JAMS in Boston. Prior to her career at
Pl ymout h Rock, Wal sh was chai rman and conmm ssi oner of the Massachusetts Labor
Rel ati ons Conmi ssion from 1983 to 1993.

Mai ne Mut ua

Ti mot hy Nel son has been pronoted at Maine Miutual Fire Insurance Co. to regiona
supervi sor fromthe conpany's Concord, N.H office and property claims exam ner
for the tri-states of Miine, New Hanpshire and Vernont.

CPCU Soci ety

The CPCU Soci ety has elected its 2000-2001 national officers. Serving as
president is Bruce D. WIlians, executive vice president of @atfelter |nsurance
Group of York, Penn. He has been an active nenmber of CPCU for nore than 20
years.

John W Reynolds Jr. will serve as president-elect. Reynolds is vice president
for education and training for Safeco Insurance Cos. in Seattle.

James R Nau, general nanager for residual markets for the National Council on
Conpensation I nsurance, is vice president. Gegory G Deinming, a principal of

d obal I nsurance Agency in Cincinnati, will serve as secretary-treasurer.

I 1 AA Excel l ence Award

Nati onal Grange Mutual, Keene, N.H., a nenber of Main Street Anerica G oup, was
honored with the Award of Excellence by the Independent |nsurance Agents of
America during the group's recent annual convention

Nati onal Grange Mutual was cited for its participation and investnent as a
"CGol d" sponsor of IIAA s National Conmunications Program which is conducting a
maj or research and devel opnent effort to reenergize the i ndependent insurance
agent brand.

| nsurance Ti NBS: Ben Lipson Joins Baystate Financi al
Novermber 21, 2000, Vol. XIX No. 24

BOSTON - Benjam n Lipson, veteran insurance consumer advocate, founder of Just
for Seniors Insurance Agency and |l ong-tine columist for The Boston G obe, has

j oined Baystate Financial Services in Boston.

Li pson will conduct sem nars and advocate in the areas of patient rights, health
care and long-termcare. The staff and resources of Baystate will provide back-
up and admini strative support.

The arrangenent was announced by David C. Porter, managi ng partner of Baystate.
Li pson has been a featured speaker at semi nars, neetings and informationa
presentations on issues of concern to pre-retirees, seniors and their famlies.



Hi s enphasis has been on the advantages and di sadvant ages of |long-termcare

i nsurance.

In related news, the Lipson famly has established a nmenorial fund at
Massachusetts General Hospital to promote patient rights, in menmory of their
daughter, Margie. The fund will help doctors and patients access health

i nsurance benefits when a need arises. "Many people don't understand what their
rights are and don't know how to interpret their insurance coverage, check their
medi cal bills, get referrals or understand their right to appeal," said Lipson

| nsurance Ti mes: <caterpillar Insurance Conmpany
November 21, 2000, Vol. XIX No. 24

Novenber 7, 2000

Caterpillar Insurance Conpany
2120 West End Avenue
Nashvil |l e, Tennessee 37203

The above conmpany has nade application to the Division of Insurance for a
license/ certificate of authority to transact 1- Fire, 2A Ocean and Inl and
Marine, 6F Liability other than Auto, and 6G Auto Liability insurance in the
Conmonweal t h.

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

| nsur ance Ti nes: Merit Life Insurance Co.
Novenmber 21, 2000, Vol. XIX No. 24

Novenber 7, 2000

Merit Life Insurance Co.
601 NW2nd St.
Evansville, IN 47701

The above company has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact Life & Health insurance in the
Comonweal t h.

Any person having any informati on regardi ng the conpany which relates to its
suitability for a license of Certificate of Authority is asked to notify the

Di vision by personal letter to the Comm ssioner of Insurance, One South Station
Bost on, Massachusetts 02210 Attn: Financial Surveillance and Company Licensing,
within 14 days of the date of this notice.

| nsur ance Ti nes:
Novenmber 21, 2000, Vol. XIX No. 24



November 7, 2000

@ul f I nsurance Conpany
125 Broad St. 8th Fl oor
New Yor k, NY 10004

The above company has nade application to the Division of Insurance for a
license/ certificate of authority to transact 6A- Accident- all kinds in the
Commonweal t h

Any person having any informati on regardi ng the conpany which relates to its
suitability for a license or Certificate of Authority is asked to notify the

Di vision by personal letter to the Comm ssioner of Insurance, One South Station
Bost on, Massachusetts 02210 Attn: Financial Surveillance and Conpany Licensing,
within 14 days of the date of this notice.

| nsurance Ti meS: Patriot General
Novenmber 21, 2000, Vol. XIX No. 24

November 7, 2000

Patri ot Ceneral

I nsurance Conpany

1800 North Point Drive
Stevens Point, W 54451

The above conpany has nade application to the Division of Insurance for a
license to transact a line of insurance entitled "6F Liability other than Auto"
in the Comobnweal t h.

Any person having any information regardi ng the conpany which relates to its
suitability for a license is asked to notify the Division by personal letter to
t he Conm ssioner of |nsurance, One South Station, Boston, Mssachusetts 02210
Attn: Financial Surveillance and Conpany Licensing, within 14 days of the date
of this notice.



