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Met eor ol ogi sts are predicting "above average" stormactivity for this year's
hurri cane season, and sone industry groups say the news means potential trouble
for coastal property insurers.

Storns, however, are just one of the challenges homeowners insurers are facing.
The research firm Conning & Co. suggests that many honeowners are underinsured
because of "inadequately priced coverage enhancerment" dating back to the 1980s.
Dog bites continue to inflate homeowners' liability, and the struggle to nake
and keep the honeowners insurance narket profitable continues.

But some regi onal insurance conmpany executives insist that none of the issues
faci ng honeowners insurers are insurnountable.

Kevi n Meskell, senior vice president of Quincy Mutual Fire Insurance Co., even
sees positive trends in areas such as the urban narket.

"I't has been a stable market for us we continue to see our business grow.

That level of status quo is acceptable to us,"” Meskell said.

Bill Sheridan, senior vice president and chief underwiting officer of M ddlesex
Mut ual Assurance Co. in Connecticut, agrees.

"We're confident," he said.

Reactions to Bad Weat her

The npst devastating hurricane to hit New England in the 20th Century was in
1938, before forecasters named the storns. It caused 600 deaths and 1, 764
injuries, according to the Insurance Information Institute. It was the sixth
costliest hurricane in the century, causing $306 million in danage at that tinme
($17.8 billion in today's dollars.)

The npst recent stormto affect the region was Hurricane Floyd in Septenber
1999. Fl oyd caused storm damage fromthe Bahamas to New Engl and and killed 75
peopl e outside of the region, according to the Ill. The hurricane caused $6
billion in danage, not enough to break into the century's "top 10" |ist.

This year, neteorologists are predicting 11 tropical storms this hurricane
season of which seven coul d becone hurricanes. Forecasters say three of those
seven hurricanes coul d cause nmj or danage.

But Quincy Mutual's Meskell said the | ast weather report he sawis "... no worse
fromwhat the average has been over the last 10 years."

Qui ncy Mutual hasn't taken any unusual steps in advance of hurricane season.

Rat her, he said, "the prudent measure a carrier takes is really a 12-nonth
process in how it analyzes catastrophe neasures and deals with them
appropriately."

M ddl esex Mutual has al so prepared for possible catastrophe the sane as it

al ways has, according to Sheridan.

"What we've tried to do is have a rate that neets that exposure for coasta

busi ness," Sheridan said. That includes a focus on underwiting requirements
such as stormshutters, and the use of independent agents as "ears and eyes to
| ook at hones to make sure they're prepared as best they can be for the

weat her. "

But the additional key, Sheridan said, is diversification of business.

Hi s conmpany created a strategic alliance with Country Conpanies of Illinois two
years ago, to create a "reassurance pooling agreenent."



Bot h conpani es pool their prem uns and exposures across the country. This
enabl es M ddl esex Mutual, which does business only in Connecticut and Maine, "to
better handle its |ocal exposures by sharing | osses in a nuch |arger prem um
pool

"It prevents conpani es such as us from being w ped out by a hurricane," he said.
Nonet hel ess, sone within the industry are still watching for gray skies.

Jack Col enbeski, president of the Massachusetts Property | nsurance Underwriting
Associ ation (the FAIR Plan), said he's paying attention to hurricane forecasts.
"W're a pretty substantial honeowners' witer," he said. "W want to nake sure
we have appropriate catastrophe plans in place to respond to such an event."

But like Quincy Miutual, the FAIR Plan also relies on |ong-range planning. The
organi zation, which wites high risk property/honeowners insurance, has a "very
detail ed catastrophe plan" that dates back "several years."

"We're worried about every season," he said. "The forecasters have said this
could be a nore significant season but it's hard to know what is going to
happen. "

Experts at Conning & Co. of Hartford, Conn. are concerned about coastal property
i nsurance this season. But Conning senior vice president Jack Gohsler worries
about factors that go beyond bad weat her forecasts thensel ves.

Depopul at ed Pool s

"Conning is concerned by the fact that insurers, particularly in Florida, have
depopul ated sonme of the wind storm pools,"” Gohsler said. Insurers in Florida and
el sewhere, he said, have "agreed to accept risk that had been passed off to the
state-run nmarket."

In addition, Gohsler said, Conning is worried about "continued econom c growh

i n catastrophe-prone areas" - such as coastal areas prone to hurricanes.

"W | ook at the North Atlantic, the Connecticut-New York-New Jersey-
Massachusetts shores - obviously the continued econoni c expansi on and popul ation
growmh in those areas is a concern because that rai ses exposures."

CGohsler credits the industry, however, with taking some action to limt its
exposures in these areas through hi gher deductibles and nore limtations on
cover age.

Beyond bad weat her, dog bites are sonething that Quincy Mitual and ot her
conpani es have taken seriously for a long tinme, Mskell said.

" The concerns of insurance conpanies relative to dog bites goes back for

at least as long as | have been in the business 27 years ago," he said.

"It is still a significant issue.”

Meskel | said his conmpany has "tried to take a cauti ous approach toward reducing
dog bite exposures.

In other words, Quincy Miutual doesn't cover certain dog breeds.

The sane holds true for M ddl esex Miutual Assurance. Sheridan said his conpany
continues to file that it won't wite homeowners insurance for owners wth
certain types of dogs. As much as a third of Mddlesex's liability clains are
due to dog bites, he said. The conpany is particularly concerned about pit bulls
and Rottweilers and Akitas particularly this year

"They're very aggressive," Sheridan expl ai ned.

Col enbeski's FAIR Pl an has assenbled a task force to study its existing database
of past dog bite clainms (See related story on page 11.) The goal, Col enbeski
said, is to establish patterns, as to why, when, and where nost dog bites occur
Wth those factors known, Gol enbeski said, the FAIR Plan will devel op
educational canpaigns to reduce dog bites, and prem uns.

That information won't cone soon enough

According to Gohsler, of Conning & Co., dog bites "are the primary cause of
honeowners liability clainms."

Profitability



Can insurers overcone the disasters and dogs to nake a profit in honeowners?
"CGeneral ly speaking the industry has not nade significant profits on the
honeowner s busi ness for an extended period of time," Meskell said.

"I't will certainly vary by conmpany, depending on where you're witing your

busi ness, the distribution you have and your overall underwiting guidelines."
Meskel | woul d not speak directly about his conmpany's profitability in homeowners
i nsurance. But, he said, his conpany continues to "increase our witten prem um
in the homeowners line (but) we're prudent in our approaches."

Prudence aside, regional residential property values have skyrocketed in recent
years, which can |lead to underinsured properties w thout updated insurance
policies that reflect current val ue.

Meskel | said Quincy Miutual is in a good position because the conmpany is "fairly
confortable in terms of our overall insurance-to-value profile."

At M ddl esex Mutual Assurance, Sheridan said the conmpany rewote its entire
honmeowner book of business in the early 1990s in an effort to address shortfalls
in insurance-to-val ue coverage.

Sone honeowners were underinsured and others overinsured. Now, the conpany feels
"reasonably confortable” with its insurance-to-value profile, Sheridan said,

t hough "there is always work that needs to be done" to keep information current.
Honmeowner s i nsurance has not been profitable overall, according to Gohsler

"I'f we take out the benefit of capital gains, the industry has not been
profitable except for 1997, and a slight (projected) return on equity in 1999,"
he said. " and we don't expect it to be profitable in the next couple of
years."

CGohsl er bl ames a nunmber of factors for this. Anbng them The honmeowners

i nsurance busi ness, he said, has "been hurt by catastrophes" and heavy
conpetition.

"It's been a line that is every much subject to fiercely conpetitive pricing,"
he said. "In the 1980s nany comnpani es enhanced coverage they provided (while) in
many cases not charging incremental premuns. Those factors have conme back to
(haunt) the industry."

And he doesn't see the situation changing.

"Many of the mmjor insurers appear to be committed to grow their market shares,
and we just don't see adequate pricing conm ng out of an environment |ike that,"
he sai d.

"W al so see very fewinsurers conmitted to getting appropriate insurance-to-
value." And that fact, he said, is becom ng an industry-w de problem

"There's very strong evidence that the cost of (new hone) construction is

i ncreasing dramatically and in nany cases in a conpetitive market what you

do is you under-price the cost of coverage to neet conpetition ...as a result,

i nsurance-to-val ue has becone a problemfor the industry."

Standard i nsurance must cover about 80 percent of the value of the hone to have
enough to cover replacenment costs.

But anot her study shows that "70 percent of residences are underinsured by at

| east 25 percent," CGohsler said.

Asi de fromissues of underinsurance, the homeowners business is a hard one
overall in which to be profitable, Sheridan said.

"You' re going to spend nmuch nore of your premiumdollar to underwite hones,"” he
sai d, adding that catastrophe prem uns also create harder profit margins in
gener al

At the sanme tinme, Sheridan said, Mddlesex Miutual carried a profitable
honeowners busi ness from 1997-1999. The first four nonths of this year weren't
profitable, but Sheridan said the conpany has plenty of time to make that up
Insurers are increasingly likely to search for business in urban markets..

"The nore insurers investigate the urban marketplace they will find additiona
opportunities to wite profitable business," Mskell said.

"We've been writing property business since 1851...nore recently we have seen



sone increases in our witings of urban business we have agencies within
urban | ocations that place business with us and we have not been dissatisfied
wi th that business."

Sheridan agrees that the urban market is inmproving with "less crime, and nore
renovation and restoration of historic homes and we do wite for these
hornes. "

No matter where an insurer wites, sensible business practices can hel p beat
t he odds, Sheridan said. "Mike sure you insure people (who) have pride and
ownership in their homes charge a fair premium (and) there's a very good
chance for profitability.

And hope the hurricanes stay away.

| nsurance Ti meS: Industry Bal ks At New Conn. Tel emarketing Restrictions

Law Could Put Crinmp In Sales
June 20, 2000, Vol. XIX No. 13
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A new Connecticut |law intended to protect consuners fromunwanted sales calls
coul d create headaches for insurers and agents who use the phone to nurture
potential clients.

The legislation - Public Act #00118 - affects every business that uses phone
sales as part of its marketing plans. Anong its provisions: a statew de "do not
call" list to which all telemarketers nust refer before calling a potentia

cust omer .

Protect Consuners

State Sen. Thomas Col apietro said the bill isn't personal and is sinply intended
to protect consuners from bei ng bot hered unwanted at horme.

“"None of you are bad but you're all doing the sane thing and it drives everybody
crazy," he said about telemarketing in general. "You're inconveni enci ng people
and you're interfering with people's private lives..."

That's an unfair generalization, say sone insurance agents who use tel emarketing
to reach new clients. They claimthe new | aw i s punishing everyone despite a
smal | er-scal e abuse of the systemby a few bad appl es.

"We've been very careful in terms of quality telemarketing not to offend and not
to damage individual menbers of the community,"” said Bill Mrris, an owner of

H D. Segur in Waterbury, . "Qher trades nmay have used busi ness practices

that were not in the public's best interest. This is not our case.”

Sone agents say the restriction could add nore adnministrative hassle and
restrict the chance of naking new sal es.

"This is damaging to our ability to market products... Miilings don't generate
an awful |ot of response," said Jon Norris, an owner if the |Independent

I nsurance Center in Manchester, Ct

The bill itself establishes a statewide "do not call" list to be admi nistered
and reviewed by the state's Departnment of Consumer Protection, which can
contract with a conpany to manage the list. Conpanies can call existing

custoners, but they'll have to cross-check their referrals with the "do not
call" list before calling those people. If they're on the state list, calling
those names will be a violation of the |aw

The bill also stops tel ephone solicitors fromusing recorded nessage and

aut omat ed di al i ng machi nes and from know ngly bl ocking or bypassing a consuner's



Caller 1D service. Telemarketers can't call before 9 a.m or after 9 p.m
Federal |aw keeps telemarketers fromstarting work an hour before that.

I gnoring the new | aw can be considered an "unfair or deceptive trade practice,"”
whi ch can bring fines of between $5,000 to $25,00 for each instance.

Warren Ruppar of the Independent |nsurance Agents of Connecticut, said his group
was able to water down the harshness of the original bill

"What we were able to do is to build in an exception (stating that) people can
call existing customers regardless of if (they) are on the 'do not call

list."

Lobbying efforts also softened the penalties for calling someone officially
regi stered not to take telemarketing calls. But they tried and fail ed, Ruppar
sai d, to have | anguage included in the bill that would have exenpted referra
cal |l s.

"W weren't able to agree on the | anguage,"” he said.

Norris uses an outside telemarketing firmto help himreach new custoners. He
sai d he expects the "do not call" list to be a "cunbersonme process" and defends
the insurance industry's practice of using the phone to reach potential clients.
"We're diligent," he said, "and | don't think we offend people."

Morris said he's enployed his own tel emarketing team for about a decade to help
sell his insurance products - Mnday through Thursday ni ghts and on Saturdays.
He said he already nmamintains his own "don't call" |ist and he places any
potential custoners on it at their request.

Cone January, when the law begins to kick in, Mrris said he'll have to cross-
check his own list with the state's |ist every quarter

"That's going to be expensive," he said. "It will add another adm nistrative
expense on top of our additional cost.

Morris said the new state law is frustrating because he's always tried to be
sensitive while using the phone to reach potential custoners.

"I'f you care about and do sonething in a regulated way, and then you see the
Legi slature cone in and attenpt to renmedy the problemny argunent is to go

find the people that have been doing this bad work and put them out of business"
i nst ead.

"There are a | ot of people that benefit from our phone calls,"” he said. "W
wite a nunmber of policies. W save people nmoney. W inmprove coverage for them
(and) we give them professional advice with respect to insurance and

carriers.

"There is a |ot of good that appears in the market place by virtue of our
solicitation."

This isn't the first attenpt in Connecticut to establish a | aw governing

tel emar keters.

Col api etro, chairman of the Legislature's general |law comittee, said he began
pursuing a telemarketing | aw ago three years ago and that "the insurance

| obbyi sts and other telemarketers were able to trap it in conmittee."

Last nonth, the Connecticut Senate voted 34-1 for his bill, he said, and the
House voted 138-9.

Col apietro said the bill is fair, and even has provisions to | et businesses who
cone to Connecticut have "one bite of the apple." Those new busi nesses can cal
potential custoners even if they're on the "do not call" list. If they say not
to call, then the list restriction kicks in.

"We did not want consuners to be denied the right to hear the pitch," he said.
But menbers of the insurance industry are reacting strongly agai nst the new | aw,
he sai d.

And in doing so, sone are proving Col apietro's case al nost by accident.

One insurance professional called Colapietro fromBristol, C. and left a |long
phone nessage conpl ai ni ng about the | aw.

He also left his nane and address, so Colapietro called information in an
attenpt to reach the nman and talk to himin person



"It said 'at the custoner's request the number was unli sted.
Tel emarketers traditionally don't call residents with unlisted nunbers.

| nsurance Ti meS: Mss. OEM Rider Gets OK Pending Rate Filing
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Massachusetts autonpbile owners are close to getting an optional insurance

endor senent that would pay for original equiprment manufacturer parts to repl ace
t hose damaged in a crash.

Conmi ssi oner of Insurance Linda Ruthardt approved the | egal aspects of the
proposed endorsenment on June 2, and detailed her decision in a letter to Danie
Johnston, president of the Autonobile Insurers Bureau, which filed the

endor senent in January.

There's still plenty of work to be done, however, before the endorsenent becones
avai |l able to consuners.

Among the tasks ahead: Ruthardt wrote in her letter that a rate hasn't been
establ i shed yet and one is needed before the endorsenment can be offered.

She al so said other issues rmust be addressed.

" In the course of the hearing on the proposed rate several concerns arose
relating to the marketing of this product, including its offer on a non-

di scrimnatory basis and the appropriate disclosure of infornmation to consuners
rel evant to their decision to purchase. The Division will issue a bulletin

t hat addresses those matters."

Ri ght now, the state requires the use of aftermarket or generic auto parts for
repairs as long as they are "of |like kind and quality, at the | owest possible
price" - unless they affect vehicle safety.

CGeneric parts don't have to be used if cheaper parts can't be found, or if a
vehi cl e has been driven [ ess than 15,000 ml es.

Insured repairs to cars with a 1990-97 nodel year would cost an average of about
4.6 percent nore by elimnating the use of afternarket parts, according to an
actuary report fromthe Autonobile Insurers Bureau of Massachusetts.

Meanwhi |l e, the use of aftermarket parts in general in Massachusetts could be in
j eopar dy.

An obscure Massachusetts |icensing panel - the Massachusetts Auto Danage
Appr ai ser Board, appears to be |eaning toward reconmendi ng that afternarket
parts "may" be unsafe and "are not of like kind and quality to origina

equi prent manufacturer parts.”

Rut hardt asked for the board's input on the issue of aftermarket parts safety,
followi ng a Consuner Reports article |last year that suggested sone afternmarket
parts weren't safe.

The board is expected to finalize its recomendation after a public hearing that
was schedul ed for June 14. The ADALB will subnit a draft report to Ruthardt that
covers the issue within a few nonths.

The aftermarket parts controversy is separate fromthe proposed optiona

endor senent policy.

| nsurance Ti MBS: Ny High Court Rejects New Auto Cl ai m Rul es
June 20, 2000, Vol. XIX No. 13



NEW YORK - A Manhattan judge declared on June 12 that new state rul es that
shortened the time in which car accident victinms have to notify their insurance
conpani es are illegal

State Supreme Court Justice Phyllis Gangel -Jacob issued a 22-page deci sion that
reverses rules enacted by the New York Insurance Departnent just four nonths
ago.

Gangel - Jacob, in her ruling, said the agency did not follow state |aw that sets
procedures for changi ng adninistrative regul ati ons. She dubbed the rul e changes
"invalid as a matter of law,'' and their enactnent "unlawful, arbitrary,
capricious and an abuse of discretion.'

Davi d CGol onb, president of the New York State Trial Lawyers Association, called
the judge's ruling "a resounding victory for consuners'' against the insurance

i ndustry and the state Insurance Departnent as well.

But the insurance departnent was not pleased.

"The trial lawers victory is a loss for all consumers in New York," said
spokesworman Joanna Rose. "This technical procedural ruling will increase the
fraud and abuse in the no-fault insurance system and ultimately increase the
cost of auto insurance for all New Yorkers."

Rose said the departnent plans to appeal the decision and hopes to stay the
court's order.

"There should not be one day where New York's insurance consumers are w thout
the benefits contained within" the new regul ati on, she said.

The new rules required that accident victims notify their insurance companies
within 30 days of an accident instead of the previous tinme limt of 90 days. The
change had established the nation's shortest period for filing clains.

Groups of lawyers and doctors around the state filed a lawsuit in February in
Manhattan's State Suprene Court to undo the new regul ati ons. They called the 30-
day filing deadline "“brutally short.'

By contrast, if an accident in Massachusetts is caused by an unidentified notor
vehicle, there is a four-year lint on seeking benefits. Mchigan allows one
year and Kansas allows two. Pennsylvania has its own 30-day deadline, but its
regul ati ons add "or as soon as practicable thereafter.”

Gene De Santis, of the New York State Trial Lawyers Association, said when the
lawsuit was filed that the new filing rule "requires you to report the extent of
injuries before you realize how badly you've been hurt.'

The rul e changes al so woul d have affected the billing deadlines for physicians,
chiropractors and physical therapists, requiring themto denand paynent from
insurers within 45 days instead of the previous 80.

The New York State Insurance Association, which pushed for the regulations for
four years, had said the new deadlines would help the group prevent fraud.
Bernard Bour deau, president of the insurer trade group, said that under the old
rules, a fraudulent chiropractor could treat a patent three tines a week for six
nmont hs before insurers saw a bill, and had the opportunity to contest it.

John Cucci, vice president of the Alliance of American Insurers, warned that the
i nsurance industry nmay have to seek legislative reformof the no-fault lawto
tighten the requirenents governing the filing of questionable |awsuits.

The insurance departnment defended the regul ations, claimng they allow insurers
to nonitor nedical treatnment and protect consuners by requiring insurers to
consider why a claimwas filed late. p

| nsurance Ti NBS: Mss. Auto Insurance Study Runs Into Trouble
June 20, 2000, Vol. XIX No. 13



A proposed study of the Bay State's conpl ex autonobile insurance system now has
only a 50-50 chance of passing this year, according to one of its major

| egi sl ative supporters.

"I wouldn't nake any guesses or bets. | tend to think it's got a 50-50 chance,"
sai d state Rep. Nancy Flavin, House chairwonan of the Joint Committee on

I nsur ance.

The House funded a $200, 000 study of al nmbst the entire systemin its version of
the state budget approved in April. But the Senate did not include the study in
its own version of the budget approved before Menorial Day weekend.

Sen. Steven Tol nan of fered an amendnent to the budget that woul d have incl uded

t he House version verbatimbut the measure was defeated on the floor. The Senate
and House have now appointed their respective conference conmittee nenbers. Al
is not |ost because the auto study can still end up in the conference version of
t he budget.

One reason the Senate did not include the proposed study in its budget is an
apparent m sunderstandi ng over a consultant that nay or may not have billed the
Legi slature for nore than $70,000 in prelimnary costs - even though the study
hasn't been approved yet, according to a source.

Sen. Robert Bernstein, senate chair of the Joint Conmittee on |Insurance,
reportedly bal ked at funding the current study in part because Craig More, a
UMass. professor of economics, had already billed the Legislature for
prelimnary work. Bernstein and Senate Majority Leader Linda Ml coni an spoke out
against this year's proposed study, calling it msguided and biased, according
to the State House News Service.

Interviewed | ast week, Flavin said More was never formally contracted for work
and said she does not believe Miore billed the state for anything. "I've never
seen a formal bill and | don't think (Bernstein) ever did," she said.

| nsurance Ti meS: Mass. Auto Territory Changes Under Review
June 20, 2000, Vol. XIX No. 13

The Automobile Insurers Bureau of Massachusetts has filed its proposal for the
2001 private-passenger autonpbile insurance rating territories.

The Division of Insurance rmust ultinately approve the filing, which calls for
territory changes involving 166 towns, according to the June 8 newsletter from
t he Massachusetts Association of |nsurance Agents.

At least 24 towns would shift fromterritory 1 to 27; 8 would shift from
territory 27 to 1. About 21 towns would drop fromterritory 2 to 1. Territory
27 is usually the | owest, or cheapest rating, and 1 is the second |lowest; 26 is
t he hi ghest.

Conmunities only shift one territory higher or lower. The AIB issues its
recomendati ons every two years.

Boston's 10 geographic territories, 17 to 26, will likely stay the same. Among
t he changes: Quincy, which is in territory 12, is recomrended to shift to
territory 11. Belnont, currently in territory 3, would shift up a notch to
territory 4.

A higher rating would be relatively nore expensive for auto insurance custoners
assum ng rates don't change and all the date for each territorial grouping has
the sane relationship to the average rage.

But once territories are set, officials create new rate i ndexes, and the
subsequent groupi ngs may not necessarily be nore expensive (or cheaper).



| nsurance Ti mes: After 25 Years, Yates To Depart I1AA In Cct.
June 20, 2000, Vol. XIX No. 13

ALEXANDRI A, Va. - Independent |nsurance Agents of America (II1AA) CEO for
Industry and State Relations Jeffrey M Yates is |leaving the association this
fall to pursue other opportunities after 25 years with the organization

Yates will leave following |1 AA's 105th Annual Convention & | nfoXchange, which
will be held Gct. 29-Nov. 1 in Orlando.

"This August | will reach 25 years of service to the Big 'lI', and | have

decided that now is an appropriate tinme for me to conplete ny tenure as an |IAA

enpl oyee, " says Yates of his decision

1 AA President WIlliam M Houston praised Yates for his quarter-century of
dedi cation and service to both the association and its nmany nenbers: "Jeff
Yates is the personification of IlAA Through the years, Jeff has been a very
i nportant | eader and contributor to Il AA's success. Jeff was instrunmental in
| eadi ng the association to its position as the preem nent agents' group and an
i ndustry | eader on issues ranging fromautomation to conmpany relations to
advocacy for agent causes."

CEO Paul Equal e and Executive Vice President Bob Rusbuldt will run the
associ ati on.

Il AA's Executive Committee and senior staff have asked Yates to continue
working with I'l AA on special projects follow ng the convention. p

Mass. lifts countersignature requirenent

BOSTON - As expected, the countersignature requirenment in Massachusetts is

hi story.

Gov. Paul Cellucci signed HB 4883 into |aw on June 2, a week after the state
Legi sl ature approved the neasure.

The bill elimnates countersignature requirement for certain insurance policies.
In addition, an insurer can now print basic information on its policies
regardi ng incorporation, ownership and plan of operation

The Alliance of Anmerican Insurers was anong the groups that |obbied for
countersignature reformin Massachusetts.

Frank O Brien, Alliance New England's regi on manager, said in a witten
statenment that the change translates into good news for the insurance business.
"No fewer than 60 insurers are doniciled in Massachusetts, including a nunber of
very large nulti-state witers," he said in the June 5 press rel ease.

"By repealing the countersignature requirement, Missachusetts, assures that

t hese conpani es won't be retaliated against by other states that have already
reforned their countersignature |aw. "

Woni ng becane the first state this year to pass countersignature reform and

Al abama is al so considering simlar |legislation, according to the Alliance.

Al abama is anong five states left with "absol ute" countersignature |aws, the
alliance said. M ssissippi, Nevada, South Dakota and West Virginia are the

ot hers.

CGeorgi a, Louisiana, Nebraska, South Carolina and U ah passed countersignature
refornms in 1999. Kentucky, |owa and Pennsyl vani a repeal ed their countersignature
laws two years ago, the Alliance said. p

NAM C s Assurance Partners Bank opens

CARMEL, |nd. - Assurance Partners Bank, a specialized bank founded by the

Nati onal Association of Mitual Insurance Conpanies (NAM C) to provi de banking
products and services to insurance compani es and their custoners, enployees and
agents, opened its doors for business on June 12.

"The openi ng of Assurance Partners Bank is extrenely gratifying," said David T.



Fronek, president and CEO "After a long regul atory approval and organi zation
process, we will now dedi cate ourselves to providing conpetitive products to our
customers and sharehol der value to our investors."

Assurance Partners Bank offers home equity, autonobile, personal, student and

consuner | oans, credit cards and residential first-nortgages. The bank will be
open to all custoners as a federally chartered thrift, but the marketing focus
will be on providing products and services through affiliations between

conpani es, agenci es and the bank. Products specifically targeted to insurance
conpani es, their enployees, independent agents and insurance policyhol ders are
under devel opnent.

Foll owi ng the bank's rollout plan, on opening day the bank had nmore than 50
agents offering selected | oan products and rel ated services.

Last fall, the Granm Leach-Bliley Act erased many of the barriers that had kept
i nsurance conpani es, banks and security firms separate. Assurance Partners Bank
now of fers regional insurance firms and i ndependent agents the opportunity to
conpete with the new financial conpani es on an equal basis.

| nsurance Ti MBS: Mine Blues Sale To Anthem Faces Court Chal | enge By
Consumer Group: Goup Clainms State Inproperly Set Value OF Blues In Transaction
June 20, 2000, Vol. XX No. 13

AUGUSTA, Maine (AP) - A consuner group has appeal ed the state's decision to
approve the sale of Blue Cross and Blue Shield of Maine to Anthem | nsurance Cos.
of I ndiana.

Consuners for Affordable Health Care accuses |nsurance Conmi ssioner Al essandro
luppa of inmproperly setting the value of Blue Cross. The appeal was filed | ast
week in Kennebec County Superior Court.

| uppa gave the $102 million sale final approval on May 25. The nmerger went into
effect last week after a 10-day waiting period. Part of luppa' s decision
required at least $81.7 nmillion to be provided to a foundation set up to carry
on the charitable mssion of Blue Cross.

The I awsuit chall enges luppa's decision establishing the value of the

out st andi ng stock of Blue Cross. The suit asks that the decision approving the
sal e be reversed and the val ue established by luppa declared ill egal

Oficials fromthe insurance bureau and Anthem Bl ue Cross and Blue Shield said
t hey thought the state decision was appropriate.

"We're confortable with our decision,'' said Deputy Superintendent of Insurance
Eric Coppa. "~“The interveners have a right to appeal any decision we make and
they're exercising that right.'

Ant hem Bl ue Seni or Vice President Karen Foster said conmpany | awers were
reviewi ng the appeal and had yet to decide whether the conpany woul d participate
in any court action.

"We are very confortable with the decision and order the superintendent of

i nsurance nade. We think it is thorough and we think it is fair,'' Foster said.
The state attorney general's office had not filed a response to the appeal on
behal f of | uppa.

luppa' s approval carried 35 conditions, including provisions to prevent the
foundati on from being subject to any taxes or liabilities of the fornmer Blue
Cross after the transaction is conplete.

Capital Level

Under other provisions, the capital |evel of Anthem Maine nmust be mmintai ned at
a level set by the superintendent, and Ant hem Mai ne may not pay dividends within
five years of the closing without the superintendent's approval.



The new conpany, known as Anthem Bl ue Cross and Blue Shield, is the state's

| argest health insurer. Wth its affiliates, Maine Partners Health Plan, Centra
Mai ne Partners Health Plan and Machi gonne Benefit Administrators, the plan wll
cover nore than 460,000 people in Mine.

"The conpletion of this transaction is very good news for our custoners,

provi der partners and our enployees,'' said Keith Vangei son, president of Anthem
Blue Cross and Blue Shield in Maine, at |ast week's closing of the deal

The new conpany is part of Anthem East, which includes the Blue Cross and Bl ue
Shield plans in Connecticut and New Hanpshire. Anthemw |l insure nore than 1.9
mllion New Engl anders.

Ant hem Bl ue Cross and Bl ue Shield now has nore than 6.9 mllion nmenbers in eight
st ates.

Ant hem which is based in Indianapolis, is the Blue Cross and Blue Shield
licensee in Indiana, Kentucky, GChio, Connecticut, New Hampshire, Col orado,
Nevada, and Mai ne.

| nsurance Ti MBS: Agents See Banks' Lack Of Insurance Smarts And Service

As Qpportunities
June 20, 2000, Vol. XX No. 13

by Penny WIlians
| nsur anceTi nes

MANCHESTER, N.H. - A recent Professional Insurance Agents of New Hanpshire

(PI ANH) panel with agents who have worked with banks reveal ed why banks' entry
into insurance represents an opportunity for agents, although perhaps not as big
an opportunity as sone think.

"They are totally ignorant of insurance," Jerry Levine, of Levine-Wbster

I nsurance, in Waterford, Conn., said of banks entering insurance. Levin, who
sold out to a bank and is now running the bank's insurance agency, said that
because of their lack of insurance know edge, banks want to affiliate with

i nsurance agenci es.

Pat Lavoie, of the Bill Johnson |Insurance Agency, Lew ston, Miine, agrees.
Lavoi e used to run a bank owned i nsurance operation in North Carolina but gave
it up and returned to the Northeast when trying to nmeld the two cultures becane
too frustrating.

"Bank peopl e know not hi ng about insurance,"” Johnson said. "You don't know what
you don't know. The understanding gap is huge, with differences in
expectations. "

"They just don't understand that we're not risk bearers,” he said.

Mar k Bowsher, of Royal & SunAlliance in Syracuse, N.Y., speaking about bank-

i nsurance rel ationships froman i nsurance conpany perspective, sees the
situation as a boon for independent agents.

"I see very little negative inpact on independent agents. An independent agent
will be involved sonewhere, somehow. W will still be doing business wth

i ndependent agents who just happen to be affiliated with a bank."

But because banks don't have a handl e on how i nsurance business is done, there
exi sts an opportunity for insurance agents to nanage bank insurance operations.
"The bank must have the insurance agent," Bowsher nmintained. "The independent
agency system has the edge to do it right. Professionalismis a valued commodity
to the banking arena."

The two insurance agents advi sed New Hanmpshire producers that the opportunities
for agency-bank cross-selling nay be overrated.



Levine said that he sees "few cross-selling opportunities in a bank
rel ati onship."
"The referral situation isn't as rosy as expected," Lavoi e added.

Servi ce Leve
The panelists naintai ned that banks don't provide the same | evel of service that

agencies do -- which they said spells another opportunity for independent
agents,
"I nsurance people know you still have to service accounts, but the bank just

want s nunbers," Lavoie observed. "So, if you | ose an account to a bank, go after
it because the bank doesn't do anything for that account.”

"I have found that my bigger insurance clients |ike the bank relationship but
the smaller clients feel threatened by it and worry about service," he said.
Lavoi e al so warned that banks val ue custoners differently than do insurers.
"Banks | ove people who bounce checks and are up to their necks in debt," he
said. "This is not necessarily a good insurance account."

Banks Can Sel
"Banks just do everything differently fromjob classification, advertising,
right on down to their phone systens," Lavoie said. "But bankers are not

necessarily poor sales people. | found the bankers | worked with had a good
sales culture, were accountable and coul d be both creative and innovative."
Bowsher, of Royal & SunAlliance., maintained that custoners will ultimately

di ctate how and where products are sold. "So, fromthe carrier perspective, we
want to have as nany of those channels open as possible so as to be as
successful as others," he said.

Bowsher said his conpany's bank i nsurance prem um has nore than doubl ed over the
last 13 nmonths, and so has the nunber -- now at 33 -- of bank-affiliated
agenci es with which the conmpany does busi ness.

Before form ng any type of bank-insurance arrangenent, Levine suggested that
agents consider whether it is a good fit and if the agency will control the

i nsurance operation.

Maj or Drawback

A maj or drawback to bank-insurance arrangenents is that what the deal is today
may well not be the same tonorrow. The bank nay be bought or acquired. Thus a
key question if being bought out by a bank is how an agency owner will be paid.
"CGet as much cash up front as possible,"” Levine advised.

Jeff Foy, Foy Insurance G oup, Exeter, N H , recomrended that agents consider an
alliance with a bank rather than a joint venture or a sale. An alliance, he
suggested, is nore like a courting situation which elimnates sone of the
difficulties by not having to blend the two cultures. The agency renains

i ndependent while offering clients a banking option and obtaining | eads fromthe
bank.

"I't closes the | oop and keeps other entities away fromyour clients," Foy added.

| nsurance Ti NBS: Labor And Industry Differ Over Wiy Mass. Workers Conp

Costs Now Rank Anmong Lowest
June 20, 2000, Vol. XI X No. 13

by Mark Hol | mer
| nsur anceTi nes

Wor kers conpensati on costs in Massachusetts are cheaper than in seven ot her



simlar states, according to the Wrkers Conpensation Research Institute in
Canbri dge.

The WCRI di scussed the | ower medical care costs and other prelimnary findings
fromits new study during a public briefing held June 1 at the Sheraton Boston
hot el .

California, Connecticut, Florida, Georgia, Mnnesota, Pennsylvania and Texas
were also included in the study with Massachusetts because together they account
for 40 percent or nore of workers conmpensation benefits nationally, according to
the WCRI.

Carol Telles - a WCRI senior analyst - explained the general conclusions, which
will be detailed in a report to be released sonmetine in July. After the
briefing, a panel of workers conpensation insiders fromgovernnent, enployee and
enpl oyer sides offered their reactions.

As expected, governnment and worker perspective on the report differed widely.

"I wasn't surprised about the | ower Massachusetts costs," said James Canpbell,
conmi ssi oner of the Massachusetts Departnment of Industrial Accidents.

He said Massachusetts has | ower workers conpensation costs because of reform
efforts dating back several years, that were devel oped "by sonme of the best
mnds in the country."

But Rich Marline, a panelist and |egislative director of the Massachusetts AFL-
CIO said he's worried about how government and insurance conpanies will use the
nunbers.

"I have sonme concerns with howthis is going to be used and whether we're
nmeasuri ng outcones,"” he said.

"I f Massachusetts has better cost containment, Massachusetts al so has the

hi ghest cost of nedical care in the country, yet sonmehow workers compensati on

i nsurance (rates) are lowits only because workers conpensation patients

aren't getting care rates are so |ow that doctors aren't covering

clains."”

Donal d Bal dini, a senior vice president of legislative policy for the Associ ated
I ndustries of Massachusetts, struck a nore noderate ground.

He said the study was a good thing because "we need nore data" regardi ng workers
conpensation. But, he added, workers compensation costs in Massachusetts are on

target.
"Overall we're where we want to be. We are no cost conpetitive in terns of
wor kers conpensation .... (wth) higher benefits but mddle costs."

But Telles and others with the study reninded the audi ence that the nunbers are
prelimnary, based on 1995-96 cl ai ns eval uated as of 1997.

Tell es said other "caveats" should be consi dered when | ooking at the results.
The study, she said, does not analyze why states differ; and the states included
in the study aren't anong the | ower-cost states. In addition, she said, future
research will include nore recent and detailed information, including how

wor kers conmpensati on cases were concl uded.

Here are the report's key findings:

Wor kers conpensati on nedical costs in Massachusetts are 39 percent |ower than
the average state in the study, and the |owest of all the states. Researches
credit the [ow rei mbursement rate under the medical fee schedule, treatnent

gui del i nes and mandatory utilization review of clains.

Enpl oyers don't hear about workers conpensation clains as quickly in
Massachusetts as in other states in the study. But Bay State workers in
conparison receive their first paynent nore quickly, once they report their

i njuries.

A typical Massachusetts worker returns to the job nore quickly.

More enpl oyees sue in Massachusetts than the eight-state average 21 percent
versus 17), but defense attorneys in Massachusetts workers conpensation cases
have | ower fees.

Q her than Texas, injured Massachusetts workers were nore likely to | ose nore



than 7 days of work. But after that, their benefits come in for an average of 12
weeks versus the 14-week average.

| nsurance Ti meS: NCOL To Meet In Vernont
June 20, 2000, Vol. XIX No. 13

Leadi ng state insurance |egislators, state insurance conm Ssioners, consuner
advocates, and insurance industry representatives will address insurance public
policy at the 2000 Sumrer Meeting of the National Conference of Insurance
Legislators (NCOL). The NCOL neeting will take place at Radi sson Hote
Burlington, Vernont, July 6 through 9.

The neeting agenda will focus on privacy issues, producer licensing, financia
noder ni zati on, nental health privacy, structured settlenments, viatica
settlenents, commercial and personal |ines deregulation, afternmarket parts,

wor kers conpensation, international insurance, e-comerce and the high costs of
phar maceuti cal s.

| nsurance Ti meS: Supreme Court Blocks Federal Suits Agai nst Hnos
June 20, 2000, Vol. XIX No. 13

Ruling could affect political debate in Washington and in states over patients
rights; effect on pending class actions agai nst HMOs uncertain

by Laurie Asseo

Associ at ed Press

WASHI NGTON - The Suprene Court waded into the patients' rights debate on June
12, shutting down one | egal avenue for people to sue their health-nmaintenance
organi zati ons while Congress considers bolstering the right to sue.

The justices' unaninous ruling said patients cannot use a federal law to sue
HMOs for giving doctors a financial incentive to cut treatment costs. Such

| awsuits could nean the end of HMOs, which are based on financial incentives,
the court said.

Contrary to Congress

"“The fact is that for over 27 years the Congress of the United States has
pronoted the formati on of HMO practices,'' Justice David H Souter wote for the
court. " The federal judiciary would be acting contrary to the congressiona
policy if it were to entertain (a claim portending whol esal e attacks on

exi sting HM>s sol ely because of their structure.’

HMO representatives praised the ruling. Stephanie Kanwit of the Anerican

Associ ation of Health Plans said the decision was " “sensible for both health

pl ans and for consuners'' because the Illinois lawsuit thrown out by the Suprene
Court was " “challenging the very cost contai nment nechani snms that in fact keep
health care costs down for everyone.'

Janes P. G nzkey, the lawyer for the Illinois woman who filed the case, “~°| am
very di sappointed but not at all surprised at the decision... It's a bad
decision. | think that nanaged care systens are going to get an awfully lot nore

aggressive in their cost containment neasures. Basically, the Suprene Court has
said 'do whatever you want.''

Patients' rights advocate Jami e Court noted the ruling left open the possibility
that lawsuits could be filed in state court. " This really doesn't do much



damage to the patients' rights novenent,'' said Court of the Santa Mnica
Calif.-based Foundation for Taxpayer and Consuner R ghts.
""We've always believed that state courts are the better venue'' for patients'

| awsuits, Court added. The Illinois |awsuit was based on a federal |aw that
strictly imts damage awards.
Several states - including California and Texas - have enacted |aws explicitly

letting patients sue their HMOs, and sone courts have allowed |awsuits in states
Wi t hout such | aws.

Federal Legislation

Meanwhi | e, Congress is considering patients' rights legislation that could give
peopl e an expanded right to sue as well as other protections.

This ruling barred a lawsuit by Cynthia Herdrich of Bloom ngton, IIl., who

bl ames her ruptured appendi x on i nadequate care. The court said federal |aw does
not allow her to sue her HMO on a claimthat it violated its duty to act in
patients' best interests.

Souter said, ““Since the provision of profit is what makes the HMO a proprietary
organi zation, (Herdrich's) remedy in effect would be nothing | ess than
elimnation of the for-profit HMO' and perhaps nonprofit HM>s as well.

The ruling leaves in place patients' right to file lawsuits in state court

al l eging that an individual doctor commtted nedical mal practice.

It was not certain howthis latest ruling would affect about a dozen federa
class-action lawsuits that accuse HMOs of unlawfully concealing doctors
financial incentives to hold down treatment costs. The Supreme Court's ruling
noted that Herdrich did not raise such a claimin her |awsuit.

Herdrich sued the Carle Cinic Association in 1992, saying her appendi x ruptured
and peritonitis set in because her doctor del ayed diagnostic tests for eight
days so the tests could be perforned at a facility owned by the HWVO

She was awarded $35, 000 in damages for nedical nmlpractice under Illinois |aw
But she al so sued under a federal |aw that governs enpl oyee health benefits and
pensi ons, known as the Enployee Retirenent |Incone Security Act, which requires
health plan managers to act in patients' best interests.

A federal judge disnissed her claim but the 7th U S. Crcuit Court of Appeals

| et her sue. The Suprene Court said the appeals court was w ong.

Congress passed legislation in 1973 intended to encourage the devel opnent of
HMOs. The ERISA | aw, passed the follow ng year, ainmed to protect workers
benefits by setting federal standards.

HMO St ocks

Several HMO stocks were up follow ng the decision. Aetna, which was upgraded by
Sal omon Smith Barney on June 12y, rose $3.25 to $70.625. Cigna junped $2.25 to
$90.75. United Healthcare rose $1.50 to $78.18; and Pacificare rose $1.50 to
$67. 87.

The case is Pegramvs. Herdrich, 98-1949.

| nsurance Ti MeS: NAIC Targets Renedies For Race-Based Rating
June 20, 2000, Vol. XIX No. 13

ORLANDO, Fla. - Menbers of the National Association of Insurance Conmi ssioners

(NAIC) at the group's sumrer neeting here unani nobusly approved a resolution to

renmedy the previous use of race as a criteria in underwiting and to conduct a

regul atory analysis of the small face value life insurance industry.

The Florida Department of |nsurance has banned race as an underwiting criteria
and has been investigating snall face-value Iife and industrial life insurance



policies sold in Florida. In addition, the Florida Departnent of Insurance is

negotiating a settlenment with conpanies that the NAIC will use as a framework

for a national settlemnent.

"The use of race as an insurance underwiting criteria is inexcusable. It is a
practice that is opposed unani nmously by state insurance regulators. W, in our

separate jurisdictions, are checking with conpanies to see if it is still being
used. If it is, the practice nmust stop imediately. In addition, state insurance
regulators will seek joint settlenent with the conpanies that have not taken the

necessary corrective action, including restitution,” NAIC President and Kentucky
Conmi ssi oner George Nichols Il said.

Resol uti on Wrdi ng

In part, the resolution states the nmenbers of the NAIC "will redirect regulatory
anal ysis of the small face value life insurance business, in all its various
distribution forns, and will enphasize in this analysis the overriding goal of
fair policyholder treatnent addressing the issue of fair value for the

prem uns paid."

"W are just beginning our discussions about how to proceed with the settl enent

i ssues, including restitution and an assessnment of the small face val ue
products. | amoptimstic that we will address this issue yet this year,"

Ni chol s added.

New York insurance officials were amoung the first to announce they woul d pursue
the issue. A law formally banning the practice of race-based life insurance
underwriting has been on the books in New York State since the 1930s.

The departnent announced that it has net with sone life insurers that do

busi ness in New York to discuss the issue, regarding past practices and any
potential violations now going on.

Joanna Rose, insurance department spokesperson, said that nothing has happened,
nor have all egations been nmade in New York State that preceded the

i nvestigation.

NY Fol l ows Fl orida

New York decided to follow the exanple of Florida to see if race-based life

i nsurance underwiting still happens in the state.

The departnent also wants to see if there are "lingering effects" fromthe
practice prior to the 1930s |aw that banned it.

"We're trying to see if (there are) lingering effects (from prior to the |aw,
and to see if restitution can be nmade, if needed," she said.

As such, the departnent is requiring each domestic and foreign life insurer that
does business in the state to review its underwiting history in addition to
current practices. Findings nust be reported to the departnment.

New York | nsurance Superintendent Neili Levin commented on the issue in a recent
press rel ease.

"The practice of race-based underwiting, evidenced by different prem umrates,
conpensation rates, risk clarifications and unequal treatment with regard to

di vi dends, benefits or other policy terns or conditions, based solely on race,
shocks the conscience...," he said.

| nsurance Ti MeS: CAR Seeks Change In Insurer Qualifications
June 20, 2000, Vol. XIX No. 13

by Mark Hol | mer
| nsur anceTi nes



Anyone interested in the proposed change in m ni mum exposures needed to qualify
for Massachusetts CAR obligations has until June 23 to submit witten testinony.
Ri ght now, 10, 000 m ni mum exposures are needed before CAR - the Comronweal th
Aut orobi | e Reinsurers - kicks in.

But CAR, the state's high risk sharing organization, |ast April proposed
reduci ng the nunber to 3,000 but voted in a conprom se nove to inch the nunber
up to 5,000.

As part of the process, the Division of Insurance held a 40-m nute hearing on
June 7 to consider testinony in the case. DO officials took no action but kept
t he hearing open two additional weeks so any interested individuals or conpanies
could submt testinony or other materials in the case.

The DO is also looking for nore information fromthe three parties who
testified in the case: CAR the American |Insurance Association and Farm Fam |y
Casual ty Insurance Co.

It will be up to Insurance Conmi ssioner Linda Ruthardt to either approve or
recommend t he reconmended change.

Farm Fam |y requested the hearing to allow for discussion of the proposed
changes, according to the conpany's attorney, Peter Robertson

In theory, the changes will spread CAR obligations around nore fairly. The
revisions would particularly target compani es who cone to Massachusetts from
out - of -state who have escaped neeting the CAR burden because they're under the
m ni mum 10, 000 exposur es.

CAR is al so proposing two other rel ated changes:

Revi sion of the method used to cal culate the commercial threshold. Right now,
vol untarily produced and ERP business is conbined for each conpany, and then
di vided by the total of all conpanies' voluntarily produced and ERP prem uns.
The new fornmul a woul d take out ERP-produced prem umns.

A separation of the private passenger and comerci al service carrier

obl i gati ons.

The Al A opposes the new nethod of conputation that [owers the threshold, plus
the separation of commercial and private passenger carrier obligations.

Farm Fam |y supported the separation of private passenger and comerci a
servicing carrier obligations, but suggested alternatives for revising the
commerci al servicing carrier threshold.

| nsurance Ti MBS: Mllionaire TV Show Player Admits I|nsurance Fraud
June 20, 2000, Vol. XIX No. 13

SYRACUSE, N.Y. (AP) - A forner ~"Wio Wants to Be a MIlionaire'' contestant who
wote a soon-to-be-rel eased book on how to get on the game show has adm tted
enbezzling $213,800 from an i nsurance conpany.

Paul R Barbour gained instant celebrity status after he and his two brothers
becarme the first three siblings in the country to make it onto ABC-TV' s popul ar
gane show. Although none nade it to the final round, the brothers were the focus
of a flurry of nedia attention, including appearances on "~ The Rosi e O Donnel
Show ' and " “Inside Edition.'

Bar bour, of Baldw nsville, appeared in U S. District Court with his acconplice,
Kellie A. Mran, to plead guilty to defraudi ng Nati onwi de | nsurance Co. through
the mail. Each faces five years in prison, fines of up to $250,000 and an order
to pay nmore than $150,000 in restitution when they are sentenced Sept. 29 by
Judge Norman A. Mbdrdue.

Bar bour and Moran, adnmitted inventing a schene in 1998 to defraud Nati onw de,



where Bar bour worked as an in-house | awer. Between April and Decenber 1998,

Bar bour aut horized payi ng about $213,800 of Nationw de's nmoney to a phony

nmedi cal services conmpany controlled by Moran, a registered nurse. The nbney was
to pay for evaluations of Nationwi de clients' medical records.

Moran's conpany got paid for reviewing nore than 140 case files. Nationw de only
received one witten report from her

Bar bour appeared on ~"MIlionaire's'' second show in August 1999 - a nonth after
he was indicted by a federal grand jury. Hi s brother Mark got on the show in
March and their ol der brother Mke made it on in My.

Havi ng successfully advised his brothers on how to get on the show, Paul decided
to wite a book with tips on howto qualify as a contestant, "W Wants to be a
Contestant.'' The 200-page book is being published by TV Books and is schedul ed
to be distributed by HarperCollins.

| nsurance Ti meS: inion Exchange
June 20, 2000, Vol. XIX No. 13

State insurance regulators sent a strong nessage that race-based underwriting
and any traces of it will not be tolerated | ast week.

All 50 state regulators agreed to investigate life insurers to determne if any
are still charging black custoners nmore for certain policies. They al so agreed
to seek a national negotiated settlement with guilty insurance comnpani es.

It is believed that all insurance compani es stopped selling discrinmnatory
industrial life policies years ago. But insurance regulators and the Nationa
Associ ation of Insurance Comm ssioners have questi oned whet her sone insurers
failed to reduce higher premuns for blacks when they elimnmnated discrimnating
pricing on new sal es.

" The use of race as an insurance underwiting criteria is inexcusable,'' said
George Nichols 111, the president of the NAIC and Kentucky insurance

conmi ssioner. "W, in our separate jurisdictions, are checking w th conpanies
to see if it is still being used. If it is, the practice nmust stop i mediately.
In addition, state insurance regulators will seek joint settlement with the
conpani es that have not taken the necessary corrective action.”

In April, Florida's insurance conm ssioner ordered a unit of Houston-based life
i nsurer American Ceneral Corp. to stop collecting higher-priced industrial life,

or ““burial insurance'' prem uns from bl acks based solely on their race,
followi ng an investigation into the practice |ast year

It's hard to believe that there night be sonme conpani es that have not yet
corrected their past discrimnatory actions.

The Flordia I nsurance Department, which raised the issue, should nove quickly to
negoti ate any nationw de settlenent on behalf of all states and put an end to
the race-based rates once and for all

Experts agree that structures built to neet or exceed current nodel buil ding
codes' high-wi nd requirements have a nmuch better chance of surviving violent

wi ndstorns. Al though no hone or business can fully withstand a direct hit froma
severe tornado, hurricane or major hailstorm good construction will help a home
or busi ness survive.

This advice was offered by the Institute for Business and Honme Safety and its
president, Harvey G Ryland, whose insurance industry supported organization is
wor ki ng quietly to advance the cause of buil ding codes and safety.

| BHS continues to work toward a nation that builds busi nesses and hones to keep
its citizens and property safe fromnatural disasters. This trade association



strives to reduce deaths, injuries, property damage, econom ¢ | osses and human
suffering caused by natural disasters. The |IBHS achieves this by keeping

busi nesses open and jobs intact after a natural disaster through ongoing
identification and devel opnent of technol ogi es and product standards to reduce
vul nerability to natural disasters.

The 1 BHS has devel oped the "Qpen for Business Programt with help fromthe Snal
Busi ness Admi ni stration, which advises small businesses on how to assess ri sk,
reduce damage to buil dings and contents, and make sure they have the right

| evel s and types of disaster insurance.

"A community can't survive unless businesses survive," notes Ryland. "It's

i nportant to have a programto protect businesses in conmunities."

Wth respect to new buildings, code enforcenent is the key and needs to be
strengt hened. In 1999, 70 percent of clainms and paynments were due to structures
not built to existing code. Another concern is existing structures in which nost
cases, they are not prepared for the natural disaster

"Omers should ask thenselves if the home or business is protected from

eart hquake disasters or hail dammge. Structural villains |ead to i nsurance

| osses, and we won't be successful unless we deal with existing structures.”
IBHS is working with the International Code Council to complete the first
unified famly of building codes intended for use nati onwi de. The new codes wi ||
i ncl ude up-to-date wi nd provisions, quality assurance planning in high-w nd
regi ons and enhanced wi nd requirenments for exterior w ndows and doors.

As an example, an inspector should pay particular attention to the w ndows and
doors, roofing, gables, and connections (roof-to-wall, wall-to-foundation).
residences in inland areas are traditionally not built to withstand wind forces
t hat exceed 70 nph, and weaknesses in these parts of the house make it nore

vul nerabl e to significant damage.

For more information on the IBHS, visit their website at ww. i bhs.org

| nsurance Ti meS: NY's Lawence Found Guilty OF Enbezzl ement And Tax
Evasi on
June 20, 2000, Vol. XIX No. 13

SYRACUSE, N.Y. (AP) - A proninent businessman who built an insurance empire
stretching over dozens of states was convicted | ast week of 20 counts of fraud,
enbezzl ement and tax evasion.

A US. District Court jury deliberated eight hours over two days before finding

Al bert Lawrence guilty of illegally using nmore than $35 million in conpany
assets to save his failing conpanies and for his own personal benefit.
"“This was not a rushed or hurried decision,'' said Assistant U S. Attorney

Wl liam Pericak. " The proof was clear. The verdict was clear. M. Law ence took
noney that did not belong to himand used it for his own purposes.’

During the month-long trial, defense attorney M chael Koening argued Law ence
was guilty of maki ng bad busi ness decisions, not committing crines. Koening

mai nt ai ned Lawr ence went from being worth $150 million to bankruptcy trying to
save his firms.

Law ence, 72, of Rexford, was found guilty of wire and mail fraud, enbezzl enent
of insurance conpany assets, tax fraud and enbezzl enent of pension benefit
funds. Under federal sentencing guidelines, Lawence faces between six to nine
years in prison and fines totaling mllions of dollars, Pericak said.

Law ence, who once headed the now defunct Lawence Group Inc., a Schenectady-
based hol di ng conmpany that owned nobst of the insurance conpanies, wll be
sentenced Cct. 12 in Al bany.

The jury determ ned that Law ence breached his fiduciary duty by defrauding



pol i cyhol ders of United Conmunity Insurance Co. and others by using insurance
conpany assets to lend $5 million to First Commercial Credit Corp. in Decenber
1993 and to lend $27 mllion to Al pha Trust in January 1994.

Evi dence showed that the $27 mllion |l oaned to Al pha Trust was i mediately

| oaned by Al pha Trust to Lawence G oup Inc., a conpany wholly owned by Law ence
and was used by LA to pay off a $26.4 nillion debt that Law ence owed to Chase
Manhattan and Fl eet banks.

Law ence risked the policyhol ders' noney to pay off his debt even though other
conmercial lenders determined it was too risky, Pericak said. LA defaulted on
the loans in Cctober 1996, owing nore than $25 mllion. First Commercial Credit
al so defaulted on the $5 nmillion |oan

Jurors found Lawence guilty of enbezzling another $2.6 mllion from Senate

I nsurance Co., another conpany he controlled. Pericak said Lawence used $1.6
mllion of that nmoney to make the first principal payment to Al pha Trust in what
he characterized at trial as "robbing Peter to pay Paul.'"'

Law ence al so was convicted of enbezzling $2.25 million from Zurich American

I nsurance, which Lawrence held in trust as an agent of that conpany. Pericak
said Lawence used that to nake anot her paynent to Al pha Trust.

Lastly, the jury found that Lawence w thheld nore than $720,000 in taxes and
$74,700 in pension contributions fromenpl oyee paychecks that he failed to pay
to the Internal Revenue Service or pension adm nistrator

| nsurance Ti "BS: Mass. Conpetition Hearing Held
June 20, 2000, Vol. XIX No. 13

by Mark Hol | mer
| nsur anceTi nes

BOSTON - It's autonpbile insurance rate tine again

The Massachusetts Division of Insurance recently held its annual private
passenger autonobile insurance conpetition hearings on May 30 and June 1, in
Springfield and Boston.

The annual hearings are held -- as required by law -- to deternmine if there's
enough conpetition in the marketplace. If there isn't , then Comm ssioner Linda
Ruthardt will set rates after hearings.

Rut hardt has up to 30 days fromthe June 16 deadline for the close of testinony
to make a decision on whether to hold a rate hearing. Massachusetts has held a
rate hearing every year since 1977, the last tine the state tried conpetition
(whi ch was consi dered unsuccessful).

Assi stant Attorney General Peter Leight supported a return to autonobile ratings
conpetition "in the long ternt but only if certain subsidies are preserved.

"The Attorney Ceneral believes that a conpetitive system should include a
subsi di zati on and cost-sharing mechani sm protecting policyholders in urban areas
fromrate shock, and that conpetition should not be inplenented until such a
mechani smis in place."

| nsurance Ti meS: Sagewave. Com Manages Both Internal, External Industry

I nformati on
June 20, 2000, Vol. XIX No. 13

I nsuranceTi nes, |nsurance Journal, Conning & Co., Betterley Report anbng



resources to be included on insurance portal run by Conn. Conpany

FAI RFI ELD, Conn. - |nsurance news, market research, industry statistics,

i nternal spreadsheets, conpany e-mails, corporate calendars -- all of an

i nsurance conpany's external and internal insurance information that is accessed
or distributed through nultiple applications can be now brought together in one

pl ace.
A Connecticut high-tech conpany is |aunching an insurance industry portal that
al  ows users throughout a conpany to access all of its conmunications -- from

news wires and trade publications to underwiting guides and conpany menos --

t hrough one application.

SageMaker Inc. of Fairfield, Conn., which is introducing its SageWave | nsurance
Portal (sagewave.com at industry trade shows this spring, hopes to have the
conbined Internet, Intranet and Extranet systemfully functional by m d-sumer.
"The insurance industry is struggling to | everage the inherent power of the
Internet efficiently into their business processes,"” says Janes Moore, vice
president and insurance industry director for SageMaker. "W believe that public
websites and Internet-enabled transactions are just the tip of the iceberg.
Harnessing the web to create internal efficiency is how Internet technol ogy wll
make its true mark on the insurance nmarket."

In addition to real-time news from Reuters, Financial Tines, Dow Jones and
Associ ated Press, the insurance-dedicated information portal will include a

vari ety of insurance publications and reports fromresearch firns.

Onl i ne Resources

Anmong those al ready participating are | nsuranceTi mes; |nsurance Journa
West /I nsurance Journal Texas; Crittenden Publishing (nonthly newsletters on
alternative, excess and surplus, workers conpensation, nedical nalpractice and
ot her insurance markets); The Betterley Report (risk managenent issues); John
Hewi tt & Associates, Inc. (disability market reports), and Strategi c Asset

Al liance (insurance investnent news), in addition to Wiss Ratings Inc. and the
research firm Conning & Co. Conning Capital Partners is one of the investors in
SageMaker .

Moor e says di scussions are underway to al so nake other insurance-specific
content providers avail abl e and searchabl e onli ne.

"The insurance industry is one of the last industries to access information of
all sorts electronically," said Gerard Vecchio, a partner for Conning Capita
Partners. "SageMaker offers this industry a portal that is able to combine
pertinent internal and external data, and deliver real-tine news to financia
services conpanies at a time when insurance, banking, credit and other financia
services are converging into one gl obal narketplace."

SageMaker is unique in several ways, according to conpany officials. O her
portal vendors offer conpanies software w thout any content. SageMaker actually
hel ps build the content in addition to providing the software. "Qher portals
are like the bicycle that cones unassenbled. Qurs comes with a 'No Assenbly
Required' sign," notes Mbore.

I nformation I nvest ment

SageMaker gives a conpany control over its information resources, allowing it to
deci de who has access to what sources and increasing awareness of val uabl e
sources that may not have been easily accessible in the past.

Anot her feature allows conpanies to earn what Moore calls a better ROI-- return
on its information investnent. Wth this, the conpany can neasure what externa
and internal resources are valuable to the conmpany, which ones are being used,
and by whom

The system can serve as a conpany Intranet, allow ng users to send conpany-w de
or controlled e-mails, research reports and ot her docunents.

Currently, enployees with know edge in particular areas may bury what they know



in obscure reports which the conpany never records or archives or, even nore
likely, these enployees sinply take the know edge with them when they | eave.
"Wth Sagemaker, the know edge stays with the conmpany; it doesn't |eave when the
enpl oyee | eaves the conpany," says More.

Finally, the programcan serve as an Extranet by allow ng conpanies to

conmuni cate with agents, custoners, vendors and others. Wether sending
underwriting guidelines, event notices or other comrunications, insurers can
reduce the paper they distribute by sending these docunents el ectronically.
Hartford-based Conning & Co. is known for its research in all lines of

i nsurance.

"Qur subscribers needed a better way to access our strategic research," said
Mari o Alvino, vice president of sales and marketing at Conning. "Now through
SageMaker's insurance portal solution, they'Il all be able to downl oad val uabl e
i nformation fromstudies to use in presentations.”

| nsur anceTi mes

The publisher of InsuranceTi nes, which has expanded its readership anmong

Nort heast insurance agenci es through the region's |eading agent trade
associ ati ons, has been | ooking for a way to efficiently increase his newspaper's
readership within insurance conmpani es and other |arge insurance organi zations as
wel | .

"SageWave wi ||l place InsuranceTimes in front of many nore industry eyes than we
can reach with our own marketing," said Andrew G Sinpson, Jr., publisher of the
Nort heast trade newspaper.

"We are | ooking forward to making | nsuranceTi mes available online, in a quality
environnent with other |eading informati on sources, so that users throughout an
organi zation wi Il have access to our coverage and whatever other information
they need to stay informed and conpete,” Sinpson said.

(Details on the cost of subscribing to InsuranceTines online through SageWave

wi || be announced later this sumer, Sinpson said.)

SageMaker's insurance portal will initially be available to | arge conpanies and
their enployees. Eventually, snaller conpanies, agencies and individual users
will also be able to access the portal through the Internet.

SageMaker, Inc. is a global enterprise information portal (EIP) vendor with nore
than 4,000 current partner conpani es and nore than 250, 000 corporate end-users.
SageMaker already operates a portal for the oil and gas, power and utilities,
and tel ecomruni cations industries and has plans to start new portals for
financi al services and pharnaceuticals in addition to the insurance portal

| nsurance Ti meS: Property/Casualty & Ri sk Managenent
June 20, 2000, Vol. XIX No. 13

Chubb Custom adds flexibility to hurricane policy

WARREN, N.J. - The Chubb Group of Insurance Conpanies, through its Chubb Custom
Mar ket underwriting division, his offering a new version of its Hurricane
Evacuati on Coverage |nsurance, which provides business with increased
flexibility in custom zing a policy.

"Typically, a business cannot collect on its business income insurance policy
when forced to evacuate its premises for a stormthat threatens, but never hits,
because there hasn't been any physical danage," notes Jackie Marier, Gesham &
Associ ates. "This new policy can help reduce an insured' s loss fromsuch a
storm”

The products is avail able to businesses along the Eastern or Southern coasts
except in the Florida Keys and the North Carolina Barrier |slands.



The policy includes the option to choose limts from $5,000 a day up to $25, 000
a day and the opportunity to select the nunber of days fromfive to a maxi num of
10. No deducti bl e or coinsurance appli es.

Visit www. greshaminc.comfor nore information. p

Wausau | nsurance, Visa in insurance dea

Visa has forned an alliance with Wausau I nsurance that allows cardhol ders to pay
their insurance prem uns on the conmpany's online eWausau.com web site using Visa
payment cards.

Cardhol ders can visit the web site, enter their data, and receive insurance
guotes within one business day. Autopay then lets themto pay their entire

prem umor be billed in nmonthly installnents online

VWausau' s online products include workers compensation, business owners,
conmer ci al auto and other conmercial coverages. The insurer will quote and bind
coverage online for snmall businesses.

Atlantic Mutual enhances builder's risk and contractors policies

Atlantic Mutual Conpani es' marine division has enhanced its builder's risk and
contractor's equi pnment policies. Each policy adds additional coverage that is
broader than the rest of the market. For exanple, the definition of covered
property for contractor's equi pnent now i ncl udes property rented, |eased or
borrowed. Simlarly, builder's risk covered property was broadened to include
temporary buildings or structures; scaffolding, construction forns, fences and
office trailers; temporary enclosure materials; trees, shrubs, sod and pl ants.
New coverages protect against contract penalties, escalation costs, ordinance
and | aw changes; al so, soft costs coverage has been built in. Visit

www. at | anti crut ual . com

I nsurenytrip.comnmeets travel insurance needs

COMVACK, N.Y.- Insurenytrip.comis a new insurance venture for travel ers who
want to insure their trips. The site guides visitors as they research, conpare,
and buy travel insurance. It allows custoners to conparison-shop by enabling
themto view premiumrates of partner insurance conpanies.

"As an insurance agency for nore than three decades, we have been asked tine and
time again if we can provide travel insurance," said |Insurenmytrip.comfounder
Jim Gace. "lnsurenytrip.comis an excellent way to deliver travel insurance.
Wth nore and nore people naking their travel plans on the Internet, this site
is the perfect vehicle for nmeeting their travel insurance needs."

Users sinply click on the site and follow a quick 5-step process which takes
visitors fromentering their quote informati on to having coverage for their
trip.

PruPac selects Iroquois to market personal |ines

HOLMDEL, N.J. - Prudential Property and Casualty Insurance (Prupac) has

appoi nted the Iroquois G oup network of independent insurance agents as
producers. Prupac the eighth | argest honeowners insurer and twelfth | argest auto
i nsurance nationw de, has narketed personal |ines products through its own
agency force since 1971.

I roquoi s specializes in helping nmid-size rural and suburban agencies build their
busi ness by providing direct access to insurance conpanies. lroquois is
headquartered in O ean, New York

| SO puts personal |ines manual on Internet
NEW YORK - | nsurance Services Ofice, Inc. (1SO has expanded its distribution
of insurance information over the Internet by adding | SO s personal |ines manua

information to I SOnet, I1SO s Internet delivery systemfor insurers and agents.
The new online versions of 1SO s personal |ines nanual provide insurers and



agents access to prospective loss costs and rules information for 1SO s persona
aut onobi | e, honeowners, dwelling property, personal inland narine and persona
liability lines of insurance. The service also includes | SO s personal auto
synmbol information that insurers use as a rating variable to help determ ne the
conprehensive and col lision coverage prem uns for particul ar nakes and nodel s of
per sonal aut os.

| nsurance Ti meS: Mnaged Auto Repair Called Best Hope For |nproving

Col l'i sion Repair Process
June 20, 2000, Vol. XIX No. 13

Conning & Co. study cites need for major overhaul due to escalating repair
costs and poor customer service

HARTFORD - A new Conning & Co. study reports that the autonpbile collision
repair industry is getting poor reviews fromits two main constituents:
customers who are displeased with the quality of service and insurers who
conpl ain of escalating repair costs.

These problens, along with the prospect of huge profits, have given
consolidators -- repair shop aggregators -- the inpetus to overhaul the
collision repair process through a managed auto repair initiative, the study
f ound.

Three Goal s

The Conni ng study, "The Managed Auto Repair Initiative: Raising the Bar and
Focusing on the Custoner," reported that the initiative has three main goals.
They are:

- Inproved customer conveni ence and satisfaction that wll

enabl e insurers to retain nore business and increase narket share.

- More positive and productive insurance conpany/auto repairer relationships
that will reduce | oss adjustnment expenses.

- Fundanental changes to the collision repair process that will result in
consistently high quality repairs at reduced costs.

"The focus of the managed repair initiative appears to have changed from a cost
reduction strategy to a custoner service initiative," said Jack Gohsler, senior
vi ce president of Conning & Co. and author of the study.

"Insurers do not expect to reduce costs any tine soon because it will take sone
time for consolidators to perfect their business nodel. But insurers do expect
to see inprovenents in custoner service, which is key to their custoner
retention initiatives."

$22.4 Billion

Last year, the auto repair industry took in $25.6 billion in revenue. |nsurance
pay outs accounted for $22.4 billion of this total. This revenue was split anong
an estinated 54,000 repair shops of various size and sophistication. Mny

i ndustry experts suggest that this fragnentation within the collision repair

i ndustry prevents adequate investnents in people, facilities and equi pnent which
are necessary for an efficient business nodel.

Many believe the managed auto repair initiative can be sonething greater than
just an extension of Direct Repair Prograns (DRPs), a two-decade old initiative
that aligns repair shops with insurers.

The promi se of managed auto care is that insurers will have to deal with far
fewer repairers and, in fact, will interact electronically with dozens of repair
shops by sharing data through a central hub. These nore efficient relationships



wi || enabl e nore technol ogy investnent, refined and re-engi neered processes and
sinplified procedures, to the benefit of custonmers and insurers. Consolidators
have emerged from both within and outside the collision repair industry.
CGenerally, they are well funded and have enough financial clout and manageri al
talent to drive fundanmental change within the industry.

"The managed auto care initiative continues to evolve, and it is too early to
judge its success or failure," said Gohsler. "Clearly, the inportance of the
insurer /repairer relationship can not be enmphasi zed enough, and both insurers
and consolidators report that they are still in the 'feeling out stage'. Rather
than being able to point out specific inmprovenents they have seen, insurers are
nore likely to be inpressed by the potential benefit of the consolidators

busi ness nodel and are willing to give themtinme to perfect the nodel before
maki ng any judgenent."

According to the Conning study, insurers are concerned that the consolidators
are focused on grow h through acquisition at the expense of perfecting their
busi ness nodel. They believe the ability of consolidators to deliver on the
goals of the initiative, rather than nerely increase their own revenues, wll be
crucial to the I egacy of nanaged auto repair

Visit www. conni ng. com

| nsurance Ti mesS: Court Rules Conputer Crash Could Be Property Damage
June 20, 2000, Vol. XIX No. 13

Busi ness prem uns affected

An Arizona court ruling dealing with the insurance definition of "property
damage" and how it relates to computer crashes could expand property coverage
and increase business insurance premuns by attenpting to rewite insurance
pol i cy | anguage.

"Contract wording is in a state of flux as insurers address the grow ng

i mplications of electronic conmerce, with conputer interruption coverage

avail abl e as part of the business policy and in stand-al one e-conmmrerce

policies," said David Col den, director of conmercial lines for the Insurance
Research Services division of the National Association of |ndependent |nsurers
(NAIl). "The courts don't need to tinker with established i nsurance contract

definitions. A case like this could set a dangerous precedent for other courts
to become unnecessarily involved in the contract relationship between the

i nsurer and policyhol der."

The Arizona case, Anerican Guarantee & Liability Insurance Co. v. Ingram Mcro

Inc., involves a wholesale distributor of m croconputer products that | ost
el ectrical power and sustai ned serious conputer outages and subsequently | ost
data. Ingrammade a claimunder its property policy with Anerican Guarantee,

but the insurer denied the claimbecause policy |anguage specified that
coverage was only avail abl e for physical danage to property.

The Arizona district court ruled that Ingramwas entitled to collect damages by
broadening the interpretation of the policy term"physical danmage,"” finding that
it applies not only to the physical destruction or harmof computer circuitry,
but includes |oss of access, use and functionality. For its reasoning the
court cites several crimnal statutes in states outside Arizona in which
conputer crine is defined as the disruption or alteration of conputer services.
"There's no question that this case involves a dynam ¢ segnent of the business,
as electronic commerce becones nore preval ent," Gol den said.

"But the Arizona court's decision overreaches, both by using crimnal statutes
fromother states for precedent, and by assuming the role of insurance
underwriter by redefining contract terms. |Insurers want to actively conpete



wi th one another to devel op coverages to protect agai nst e-comrerce ri sks.
However, a critical part of this process is the devel opnent of accurate
underwriting guidelines and price structures. This court is attenpting to
provi de coverage where none was i ntended and no prem um charge was nade for
such an additional exposure."

| nsurance Ti MBS: Agents Urging Election OF SEMCI As Industry Transaction

St andar d
June 20, 2000, Vol. XIX No. 13

I 1 AA canpai gns to have ACORD XM. St andards adopt ed

ALEXANDRI A, Va. - Wile Bush and Gore battle it out, a dark-horse candidate is
emerging as a form dable force in the Novenber el ection, according to the

| ndependent | nsurance Agents of Anerica (I1AA).

Anal ysts predict SEMCI will be declared the winner in the Novenber election by a
| andsl i de.

SEMCI is an acronym for single-entry, nulti-conpany interface and it has | ong
been a vision of independent insurance agents.

The 11 AA announced recently a grassroots political canpaign for the independent
agency distribution systemto vote for and el ect SEMCI as the new i ndustry

st andar d.

The ' SEMCI vi sion' goes beyond the strict definition of the acronymitself to
define a way of doing business for our entire distribution system"” said |IIAA
President Bill Houston. "W nust work to elininate unnecessary expense--wherever
it exists. Transaction and processing costs are significant expense itenms for
bot h i ndependent agents and i ndependent agency system conpanies. Through the
adopti on of standards, we can significantly reduce these costs."

"El ect SEMCI" asks insurance carriers, technology vendors and others to adopt
the ACORD XM. Standards as devel oped and i npl enmented by the industry.

"This only works if we have everyone on board," stated Len Brevik, IlAA senior
vice president, Cl O and executive director of ACT, the II1AA's Agents Counci
for Technol ogy. "New technol ogy and enhanced efficiency is fueling significant
growm h in our econony and provides trenendous potential for our industry and

di stribution systens.

"However, unless we adopt the necessary standards, our 'independence' wll work
agai nst us," Brevik added. "Wiile it's true that independent agents, comnpanies
and technol ogy vendors nmust differentiate thenmselves in the marketplace, it is
also true that a certain |evel of standardization is necessary for us to remin
conpetitive. Achieving this necessary |evel of standardization is what this
'"El ect SEMCI' canpaign is all about."

The "Elect SEMCI" campai gn already has begun. It will coordinate the efforts of
agency nmmnagenment system users groups and the 51 |11 AA state affiliates across
Amer i ca.

I1 AA al so issued an invitation to insurance carriers and technol ogy vendors to
denonstrate what standards-based Internet technology has to of fer independent

i nsurance agents at their 104th Annual Convention in Olando, Florida, Cct. 30
t hrough Nov. 1.

| nsurance Ti meS: Insweb Restructures
June 20, 2000, Vol. XI X No. 13



REDWOOD CITY, Calif. - InsWb Corp. (Nasdaq: INSW, a providers of online-

i nsurance services for consuners and insurers, plans to expand its online

i nsurance agency operations and inplenment several cost-cutting neasures in the
com ng nonths, including cutting its staff by 40 percent and consolidating its
cor porate headquarters and agency operations and relocating themto the
Sacranmento area later this year

Mark Guthrie has been pronmpted to president of InsWb, in addition to his role
as chi ef operating officer.
The conpany al so said it expects to reduce its staff by approximtely 40 percent
during the next two quarters. Mst staff reductions will result from

di scontinuing initiatives not considered core to the conmpany's busi ness nodel
and fromsynergies resulting fromconsolidating the conpany's nain operations.
InsWeb officials said that cost-reduction efforts and nore than $75 million in
cash and short-terminvestnments as of March 31, make them confident that we wll
have nore than enough cash to operate confortably through 2002, at which point
the firmexpect s to begin generating profits.™

| nsurance Ti mesS: Top Private Passenger Auto |nsurers
June 20, 2000, Vol. XIX No. 13
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1998 Figures. Approxi mate narket shares based on direct witten prem uns.
Sources: National Association of Insurance Conm ssioners; State |Insurance
Depart ments.

| nsurance Ti meS: FAIR Plan To Study Bite Dogs Take Qut OF Insurers
June 20, 2000, Vol. XIX No. 13

by Mark Hol | mer
| nsuranceTi nes

Wy does a dog bite?

The answer to that question could save a bundl e of nmoney for honeowners insurers
across the country - all who have dealt with the extra liability expense of
payi ng dog bite clains.

And now t he Massachusetts Property Insurance Underwiting Association - also
known as the FAIR Plan - is trying to answer that question

MPI UA has put together a task force to study its own clains history on dog
bites, with the goal of trying to establish patterns to the claimns.

If you know the patterns, the theory goes, then prograns can be devel oped to
reduce dog bites, and ultimately, dog bite insurance clains.

"Dog bites are a very expensive portion of our liability experience (so we're)
attenpting to come up with a prevention or safety canpaign to reduce" the
nunber, said Jack Gol enbeski, FAIR Pl an president.

FAI R board nenber Carter Luke - a vice president with the Massachusetts Society
for the Prevention of Cruelty to Animals - initiated the study, Gol embeski said.

Task Force

He and the FAIR Pl an have assenbled an 8 to 10-nenber task force al so including
a veterinary epidem ol ogi st, animal behavior and public health experts.

Avanash Mehta, FAIR s technical assistant to the president, will be analyzing
the dog bite data once it's collected and organi zed. He said the task force just
got started within the | ast few nmonths, and may take "another few nmonths" to
finish its job.

"W have just started,” Mehta said. "W have | ooked at a very small sanple of
the files there are no conclusions at this point."

Such dog bite data would be valuable to other insurers in the homeowners nmarket.
No policy has been established yet about how the results will be shared, but
Mehta said he doesn't see why it wouldn't.

The FAIR Pl an has handl ed approxi mately 300 dog bite clains over the last three
years, Mehta said.

That's a nmicrocosm of dog bite incidents nationally.

I nsurance conpani es across the country overall handled 4.5 nmillion dog bites

| ast year, according to the Insurance Information Institute. About 70 percent of
those bites occurred at a dog-owners' property.

Dog bite claimcosts paid by the insurance industry reached $250 mllion in
1996, according to IIl statistics, and dog attacks now account for one-third of
all hormeowners liability clains.

About 70 percent of insurance conpanies will end coverage for dog bites in a
case if a dog bites soneone and the owner does nothing to prevent future

incidents, the Il says.
State Farm |l nsurance estinmates dog bite clainms will rise to 4.7 million this
year, the Ill says. The conpany estimates that dog bites cost $1 billion

annual ly in insurance clains, court costs and |ost work tine.



| nsurance Ti NBS: Reaction To | SO HO Form Changes Mbstly Positive
June 20, 2000, Vol. XIX No. 13

Sone agent representatives say it's too early to coment while others are
unconfortable with a few changes but overall 1SO wins praise for its HO update

by Mark Hol | mer
I nsuranceTi nes

The insurance industry is nmoving to keep up with how soci ety has transformed
itself over the past decade. Among the changes the industry is taking into
account :

More and nore peopl e run businesses from hone.

The nunber of retirees living in private conmuniti es has skyrocketed, and nore
and nore are driving golf carts to get around.

The definition of a household now enconpasses everything from pl atonic

roommates to sane-sex couples. A traditional nuclear famly is only one exanple.
To capture these changes and ot hers, Insurance Services Ofice has cone out with
its first new homeowners insurance programin nearly 10 years.

Colorado will be the first state to debut the changes in Decenber. Between two
and four states a nmonth should cone on line after that, as individual state
conmi ssi oners approve the new policy standards.

They' Il be dealing with a huge roster of changes as laid out in the | SO HO 2000
program which includes nore than 40 changes to the honeowners insurance policy
forms, a new policy form 20 optional endorsenents, 18 new rul es and changes to
29 existing rules.

Esti mated pricetags on the changes range froma $45 annual nmulti-state | oss cost
for a new assisted |living care endorsenent, to $35 for an expanded endor senent

for other nenbers of an insured' s household. Individual insurers will |ikely add
expenses and conmi ssions to these base costs.

I nsurance associ ations are still processing the details, however, response thus
far to 1SOs effort ranges fromfavorable to m xed.

"Overall | don't see anything here that's earth shattering | think they've

done a good job of just trying to go with the tines," said Kathy Wi nhei ner,
vice president of industry relations for the Independent |nsurance Agents
Associ ati on of New York.

Irene Morrill, director of technical affairs for the Massachusetts Association
of I nsurance Agents, who al so serves on the national technical conmittee for the
1 AA, said, are still fornulating positions on the specific changes.

But Morrill, speaking for the MAIA said the state association isn't happy with

some provisions such as the new business definition or the expansion of
excl usi onary | anguage for notor vehicles.

"There are quite a few changes in this policy," she said. "Sone are good and
some we have some concerns” with.

Sone of the policy changes - like the proposed "ot her nenbers of your househol d"
endor senent that can include sanme sex couples - may seem outright progressive.
But they're not just an attenpt to keep up with the tines, explained Ral ph
Maf f ei, personal |ines nanager in charge of personal property products for |SQO
Agents around the country "make us aware of coverage needs for their clients,"”
he said. "They al so make us aware of areas in policy forms (where) they have a
hard time understanding and would like to see us clarify."

Various court decisions over time also contribute to | SO s changes, Mffei said.
"We review md-level and high-level court decisions that find coverage in policy



forms that we know was not (originally) intended,"” he said. "And what we have to
do is revise the policy |anguage and nore explicitly express what was intended."
| SO usually tries to update its programevery five to seven years, Mffei said.
But Y2K concerns apparently postponed revisions originally schedul ed for 1997-
1998.

Anmong the nore significant |1SO revisions:

The definition of a business will be broader, and can include everything from
garage sales to flea market booths or babysitting, assumi ng earnings exceed

$2, 000.

Expanded coverage for clains involving notorized golf carts owned by an

i nsurance custoner. Golf carts can be covered for bodily injury or property
damage within private residential conmunities, if they're not registered for use
on public roads. The old policy didn't cover accidents caused by carts before
reachi ng their destination.

"The retirement community people wanted this," Maffei explained. "Twenty years
ago 5,000 people could afford to own golf carts. Today there are over four
mllion people that own golf carts.”

Changes to the "intentional acts" exclusion. Originally, an insured would not

be covered if he or she intended to cause, or expected his or her actions would
cause, injury or damage. But several court decisions tweaked the rule, stating,
for exanple, that if an insured intended to punch sonmeone in the jaw, the client
is covered if he or she accidentally breaks the jaw. Now, the exclusion also
covers unintended injuries.

A new endorsenent for assisted living care. Right now, a separate tenant

policy is needed. But the change would cover a client's relative nanmed in the
endorsenent who lives in an assisted living care facility, with $10,000 in

per sonal property coverage.

Expanded coverage for college students |living away from honme. Students will be
covered under a homeowner's policy even if they are away at school 12 months a
year, on or off canpus. Before, students were covered only if they lived in a
resi dence hall.

An endorsenent for other nenbers of your household. An insured can nane a
roommat e and any offspring the roommate may have, and all are covered for
additional living expenses or liability. The roommate can be a relative, foster
child or ward, a live-in conpani on, donestic partner or platonic housemate.

The new form al so rai ses coverage linmts by $500 for certain personal property
categories including securities, passports, personal records, watercraft, furs,
and the theft of jewelry or firearms. Coverage linits also will go up for

addi tional living expenses an insured hormeowner takes on while living el sewhere
because his or her home sustained a | oss.

Higher limts are also avail able for vandal i sm agai nst grave stone damage,

| osses fromelectronic fund-transfer cards; and the renoval of fallen trees that
damage covered property, or block a driveway or handi cap-access to a buil di ng.

More reaction
Wei nhei mer, of the Il AANY, said she didn't expect 1SO to have trouble gaining

approval fromthe New York Insurance Departnent. After that, it will be up to
t he individual conpanies to decide when they want to start using the fornmns.
In Massachusetts, Mrrill of the MAIA said her association is concerned about

"the expanded definition of a business (and) the ultimte inpact on the
custoner.”

She's al so concerned about "very restrictive |anguage" in the proposed changes

i nvol ving vehicles like tractor mowers used to maintain a given property. R ght
now, mai ntenance equi prent is covered off the property, like if a customer uses
his mower to care for a neighbor's property. But new personal liability coverage
woul d restrict the vehicle use to just a client's property.

On the other hand, Morrill said, |1SO has done "an excellent job w th addressing



the need for certain endorsenents" such as the one that woul d cover roommates,
housenat es, or donestic partners.

"They will then have content and personal liability coverage," she said.

The endorsenent for assistant living is positive, Mrrill added, because it
guarantees that "aged or disabled relatives" who have to go into a nursing hone
will continue to be insured.

There's a "gray area" under the existing policy concerning the current coverage,
she sai d.

Don Griffin, director of business and personal lines for the Nationa

Associ ation of |Independent Insurers, said his group is still digesting the new
| SO policy, but he reacted well to what he's read so far

"It's a very positive response to the ever-changi ng and evol vi ng mar ket pl ace, "
he sai d.

Meanwhile, it's too soon to get any reaction yet fromthe | ndependent I|nsurance
Agents of Connecticut. Warren Ruppar, |IACT executive vice president, said his
group is "waiting for anything fromour (insurance) departnment that would

i ndicate they're | ooking for a coment period."

SO s Maffei said states would probably take anywhere from 10 nonths to two
years to inplenment |SO changes once they're approved.

| nsurance Ti mes: A New I1AA Study
June 20, 2000, Vol. XIX No. 13

A new || AA study finds that one-in-four hone renbdeling projects increases the
val ue of a hone by nore than 25 percent, yet hone renodel ers often forget to
update their honeowners coverage to reflect their hone's increased val ue

The hone renodeling business is booning, with nore than one in three American
honeowners recently renodeling their hone, or planning to do so in the next
year. But during this fix-up frenzy many honmeowners will be exposed to serious
financial risk.

One-in-four honme renodeling projects increases the value of a hone by nore than
25 percent, but too few consumers consider increasing their honeowners
insurance limts to reflect their hone's increased value, according to a

nati onal tel ephone survey comm ssioned by the |ndependent |nsurance Agents of
Arerica (11 AA). This neans mllions of homeowners have recently becone - or
could soon be - seriously underinsured.

Nearly 60 percent of honeowners who recently made major structural changes to
their homes -such as bathroom or kitchen renodels, room additions, new decks or
pati os - have not updated their honeowners policies. And 75 percent of those
surveyed who have plans to renmodel in the near future indicated they had not

t hought about updating their policy.

"The investment is considerable, in npbst cases nmore costly than a new car

Si gni ficant |nvestnent

"Whil e few people woul d question the need to adjust their auto insurance if they
were to trade up froma conpact car to a luxury sedan, nmany fail to see the

i mportance of safeguarding a significant investnent in their home," said Madel yn
Fl annagan, |1 AA assistant vice president of research and devel opnent.

Most i nsurance comnpani es require homeowners to insure their hone to a m ni mum of
80 percent of its replacenent value to be eligible for full coverage. If
coverage falls below that |evel and the homeowner experiences a |oss, they wll
be penalized with a partial settlenent - often thousands of dollars |ess than
the actual cost to replace the damaged property. A honeowner with a total |oss,
an outstanding nortgage and a horme equity | oan could easily risk bankruptcy in



this case, warns Fl annagan.

The survey al so found that nany honmeowners are not taking basic steps to protect
t hensel ves from | osses while work is being done on their homes, regardl ess of
who is actually doing the renovation.

Enpl oyi ng an i ndependent contractor or hone renodeling firm

Approxi mately 42 percent of honmeowners enploy a renopdeling firmor independent
contractor, and four of five said they assune their contractor's liability

i nsurance will cover themduring the renovation. Surprisingly, fewer than one in
three renmenbered to ask for proof of insurance. Even when the contractor

vol unt eered i nsurance i nformati on, nearly two-of-three homeowners have no idea
whet her their contractor is insured, the survey reveal ed.

The contractor should provide a certificate of insurance. Each certificate

i ncl udes dates of coverage and should be specific to the honeowners renpdeling
project (simlar to a building permt). It is recommended the homeowner make a
copy the certificate and share it with his/her agent before any work begins. An
agent can advi se consuners if the contractor's insurance is adequate, or of any
exposures created by the renovation.

Doi ng the project thenselves or relying on famly and friends.

Additionally, 54 percent of home renpdel projects are done by the honeowner,

fam |y and/or friends. There are often very different insurance needs when the
honeowner utilizes famly or friend to assist with a project.

Honeowners should check with their agent to confirmthey have adequate persona
liability insurance, particularly if nore than two people will be working on the
renovation. It nmay be necessary to obtain a personal liability unbrella policy
- these are easy to obtain, relatively inexpensive, and protect a honeowner wel
beyond the typical honmeowners policy liability.

| nsurance Ti mesS: 11AA Renodel ing Tips
June 20, 2000, Vol. XIX No. 13

I 1 AA Renodel i ng Ti ps:

What Your Insureds Need to Know About | nsurance Wien Renobdeling

Make an insurance review an essential part of any hone renodeling plan
Request a copy of the contractor's certificate of insurance from his/her

i nsurance agent and request 30-days notice of cancellation. Share the
certificate with your agent for insight specific to your hone to deternmne if
there is any exposure.

Al ways check with the Better Business Bureau when selecting a contractor and
follow up with references provided by the contractor. Inquire if the contractor
is licensed and bonded (not required in all states).

When opening a hone to the elenents (i.e. tearing dow a wall, replacing a
chi mey) review your policy for theft and weather damage liability. Typica
honeowner s i nsurance may not cover inclenment weather damage or theft during a
renovati on because the honmeowner created the vulnerability.

Al ways establish responsibility for uninstalled appliances, cabinets, carpet
and other itens in advance; the contractor should have a builder's risk policy
or installation floater to cover these itens.

If planning to | eave home during renpdeling, you could be jeopardizing your
honeowners i nsurance if you are gone nore than 30 days. Most policies have
vacancy cl auses that vary from conpany to conpany, so be sure to check your
policy. You can purchase a vacancy endorsenent if needed.



If afriend or famly nmenber will be doing the work, ask your insurance

agent if you will need builder's risk insurance. If nore than two people will be
wor ki ng on the renovation, obtain a personal liability unbrella policy, which is
easy to obtain, relatively inexpensive, and protects a homeowner well beyond a
typi cal honmeowners policy liability.

| nsurance Ti NBS: Key Findings fromllAA s
June 20, 2000, Vol. XIX No. 13

Hone Renodel i ng Survey

The key findings include:

One-in-three honeowners have recently renodel ed their hone or plans to do so
in the next year.

Nearly half of respondents (48 percent) age 18-34 said they recently
conpleted or will do significant renodeling in the next year.

Nearly 60 percent of honeowners who recently made major structural changes
to their hones - such as bath or kitchen renodels, room additions, new decks or
pati os - have failed to update their honeowners policies.

Al most three-quarters of those who plan to renovate or add-on to their hones
in the near future said they have not thought about updating their insurance
pol i ci es.

One-quarter of hone renodeling jobs today increases the value of the home by
25 percent or nore.

Nearly one-third of homeowners used sel f-enployed contractors; only 12
percent used professional renodeling firns.

O the honeowners who will enploy soneone el se to renodel their home, 80
percent believe their contractor's liability insurance will protect them from
| osses while the work is being done.

Fewer than one-in-three honeowners said they asked for proof of insurance.
Only 40 percent of contractors produced a certificate of insurance, whether
requested or voluntarily offered.

| nsurance Ti mesS: First Quarter Shows Signs O P&C Rebound
June 20, 2000, Vol. XIX No. 13

by Robert P. Hartwi g, Ph.D. Vice President & Chief Econom st |nsurance
Information Institute

The property/casualty insurance industry reported a statutory rate of return of
7.0 percent (on an annualized basis) during the first quarter of 2000, down from
10. 7 percent in sane quarter of 1999 but up from6.6 percent for all of 1999.
The results were rel eased by the Insurance Services Office, Inc. (1SO and the
Nati onal Association of |ndependent Insurers (NAII).

Is the Wrst Now Behind Us?

The first quarter 2000 financial results, while far fromideal, provide further
evi dence supporting the view that the financial perfornmance of the
property/casual ty insurance industry nmay now be passing through a trough with a
rebound on the horizon.

VWal|l Street has already signaled this belief by sharply bidding up the stock
price of nmost property/casualty insurers beginning late in the quarter. Positive
devel opnents in the first quarter results included:



the 3.2 percent increase in net witten premium (conpared to full-year 1999
growm h of 1.9 percent)

the 3.0 percent increase in net investnent income (conpared to a 3.3 percent
drop in investment incone in cal endar year 1999)

the 0.2 percent decrease in surplus from end-1999

Prem um G owt h

The 3.2 percent increase in net witten premiumis the result of both strong
economi ¢ growh and greater pricing discipline on the part of insurers. Mre
risk appropriate pricing in catastrophe prone areas is also a factor

Pricing

Pricing is critically inportant to the industry's turnaround. Conning & Co.
reports that spring 2000 renewals for the conmercial segment were up across the
board for the first time in years. W rkers' conpensation, the | argest of the

commercial lines, led the way with the typical renewal policy seeing a 4.1
percent increase conpared to a decrease of 6.6 percent a year ago. The
commercial multiperil and general liability lines followed suit wth each

posting increases of 3.2 percent (conpared to decreases of 5.0 percent and 4.4
percent, respectively, a year ago). Conmercial auto, comercial property,
unbrella and excess and surplus lines also experienced significant inprovenents.
On the personal lines side, the price war in the personal auto |line shows sone
signs of abating. The Insurance Information Institute estimtes that persona
auto rates fell 2.8 percent in 1998 and 3.2 percent in 2000 due, in part, to

i mprovi ng fundanentals but also to intense conpetition between insurers. The
price cutting led to huge underwiting | osses at nany conpani es with persona
lines operations and were a significant factor in the $3.2 billion (108 percent)
increase in the first quarter's net underwiting | osses. These |osses have
conpel l ed many insurers to hold the Iine on further decreases in many states and
are conpelling themto raise rates in others.

Econonmic Activity

and Exposure Grow h

The inmpact of the economy on the industry's fortunes cannot be underesti mated.
As noted in the ISONAII release, the nation's gross donestic product surged 6.9
percent during the first quarter 2000, conpared with the same period |ast year
In fact, despite rising interest rates, the current econom ¢ environnent is
nearly ideal for insurers. Exposure growh is strong in virtually every
commercial lines segnent. In the workers' conpensation |ine, for exanple,
aggregat e wages and sal aries increased by $432 billion last year, reflecting
bot h hi gher wages and the addition of two mllion net new workers.

Wil e the auto insurance nmarket renmmains conpetitive, auto insurers are also
benefiting fromthe strong economy. Auto manufacturers sold a record 18.3

mllion new vehicles |ast year, nearly half of which were relatively expensive
light trucks and SUVs, also a record.

The nation's housing boomis also working to the benefit of personal I|ines
carriers. Homeowners continue to build new hones at a record pace, with 927, 000
constructed in 1999. New home construction could bring insurers $200 billion in
new exposure to this year alone. Inprovenents to existing homes should add
billions nore.

I nvest ment | ncone

The 3.0 percent increase in investment incone may at first appear to be

uni mportant, yet is actually one of the first quarter's significant

devel opnents. Rising investnent income during the first quarter indicates that
the property/casualty insurers are on track to end a two-year slide in earnings
on investnents, which fell by 3.3 percent |last year and 3.9 percent in 1998.



The Federal Reserve's shift toward an anti-inflationary bias in 1999 led to
several rate hikes during the second half of 1999 and the first half of 2000.
The 3-nonth Treasury bill at the end of the first quarter was 55 basis points
(0. 55 percentage points) higher than on Decenber 31.

Wiile the Fed's rate actions have successfully lifted short-terminterest rates,
| onger termrates have in sone cases actually declined. Treasury securities
with 10 years to nmaturity were yielding 6.41 percent on Decenber 31, but just
6.03 percent on March 31 and 6.26 percent on June 2. In fact, the Treasury yield
curve is now i nverted, neaning that yields on securities maturing in the next
few years are actually higher than those maturing in the nore distant future.
Under normal circunstances, the longer the tinme to maturity, the higher the
yield. As of June 2, the maximumyield along the Treasury yield curve was 6. 64
percent for securities with just two years to maturity! This conpares to a
yield of only 5.84 percent for the 30-year bond.

The inversion in the yield curve has affected both the industry's opti nal

i nvest nent strategy and the riskiness of the industry's bond portfolio. First,
insurers are able to take nmaxi mum advant age of higher interest rates by
investing in relatively short-termsecurities. Second, these short-term

i nvestments are subject to far less interest rate risk than if insurers had had
to invest in long-termsecurities to lock in high yields.

Underwriting Performance

Underwriting | osses during the first quarter of 2000 were sharply higher
despite the devel opment of favorable pricing trends and catastrophe | osses that
were slightly |l ower than during the sane quarter |ast year. The current high

| evel of underwiting losses is a reflection of the intensely conpetitive
pricing environnent over the past few years and the accunul ati on of | osses on
under pri ced business. The full inpact of higher prices for many
property/casual ty insurance products, which are only now being inplenented, wll
not be felt for several quarters as rate increases take hold. Existing books of
busi ness, of course, can be repriced only as policies come up for renewal .

There is also a | ag between when premumis witten and when it is earned.

Combi ned Ratio

The industry's conbined ratio of 107.4 during the first quarter of 2000 is
consistent with expectations. The Insurance Information Institute's annua
"G oundhog" survey of industry analysts, released in February, produced a
consensus estimate of 107.7 in 2000

WAll Street View

Back fromthe Brink

Wal |l Street was unkind to the property/casualty insurance industry in 1999. On a
mar ket cap wei ght ed-basis, industry stocks |lost 25.7 percent of their val ue,
conpared to a gain of 21.0 percent for the Standard & Poor's 500 index. Life
insurers as a group declined 9.6 percent.

O course all eyes in 1999 and early 2000 were on the technol ogy-| aden Nasdag.
"dd Econony" industries such as insurers, manufacturers and retailers |agged
far behind the returns in so-called "New Econony" industries related to the
Internet, tel econmunications and biotechnol ogy. The Nasdaq began to plumet,
however, after reaching its peak of 5048.62 on March 10. During the remainder
of that nonth and through nmuch of the spring, insurer stocks staged a strong
coneback. Prior to the coneback, the prices of many insurer stocks were at
their lowest levels in years.

By early June, the property/casualty group on a year-to-date basis had recorded
atotal return of 8.9 percent conpared to a decline in the Nasdaq of 4.8
percent. The divergence is far nore dramati c when neasured fromthe Nasdag peak
on March 10. Since the bursting of the tech bubble, the Nasdaq has declined by



23.3 percent (though June 9) conpared to a gain of 35.2 percent for the
property/casualty group, a performance gap of nearly 60 points. The results for
life/health insurers are nearly identical since the tech coll apse.

The surge in interest in insurance stocks was driven by several factors,

i ncl udi ng di sappoi nting earnings (or total |ack thereof) anpong the dot-cons,
extraordinarily |l ow valuations for insurance stocks and the prospect of
investing at a point that could mark a turn in the insurance cycle leading to

i mproved profitability.

Surplus & Capacity

O lesser concern is the $0.8 billion decline in surplus since year-end 1999.
The decline represents just 0.2 percent of industry surplus and does not
represent a threat to insurer solvency. Mreover, analysts have estimted the

industry's "excess" capital at $100 billion to $125 billion. |If insurers are
able to grow net incone while at the same time reducing surplus, returns on
equity will rebound quickly. Some insurers are also working to reduce excess

capacity through stock buybacks and | arge di vidend payouts, both of which reduce
capacity by reducing surplus.

| nsurance Ti meS: Personal Lines
June 20, 2000, Vol. XIX No. 13

Beacon Mutual mekes two seni or nanagenment changes; Pawt ucket pronotes two;

Guyet joins SIAA;, Merchants pronotes Bierbrauer

Rhode I sl and

Gov. Lincoln Al nond has named Di anne Connor of East Greenwich as a judge on the
Wor kers Conpensation Court. Connor's appoi ntment rmust be confirned by the
Senate. She replaces Judge Constance Messore. Connor is enployed by Brian Cunha
& Associates in East Providence where she has specialized in workers
conpensation and personal injury |aw. She al so serves as nanagi ng partner of the
| aw of fice. She previously worked in the law office of Janes Miurray, where she
was wor kers conpensation counsel to Cigna.

Beacon Mutua

Beacon Mutual I|nsurance Co. in Wst Warwi ck, R I. announced two changes in
seni or managenent: Jeffrey C Johnson is now vice president for community
relations, and David R Cark has filled Johnson's forner position of vice
president for underwiting and policyhol der services.

Johnson will devote his tinme to representing Beacon at busi ness, industry,
public and agency activities and determ ning which community i ssues Beacon wil |
support. He will also review Beacon's advertising strategy.

Cl ark, who came to Beacon after 28 years with the Hartford Insurance G oup, wll
oversee all underwiting functions and policyhol der services.

| BANY

The I nsurance brokers Association of the State of New York recently el ected new
of ficers, including Kenneth M Padgett of Larchnmont as president. Padgett is
managi ng director at Marsh USA Inc.

Dick Inpastato of North Stanford, Conn., president and chief operating officer
of Foa & Son Corp., was el ected executive vice president; Donald F. Privett of
New York City, owner of Privett Special Ri sk Services, was el ected
secretary/treasurer.

Rogers & Gay

Rogers & Gray | nsurance Agency on Cape Cod, Mass. has added Jeffery Sharpe to



its payroll deduction team Sharpe worked as manager of an agency in Lincoln,
Mass. prior to joining Rogers & Gray. He will work out of the South Dennis
br anch.

Sl AA
Strategi c I ndependent Agents Alliance (SIAA) of Swanzey, N H., has naned Debra
Guyot as senior vice president of finance. Guyot will be responsible for

strategi c financial planning; financial reports; budgets and cash fl ow

proj ections; devel opnment and inpl enentation of investment strategies; human
resources, and oversight of all corporate financial and accounting nmatters. She
previously held positions as controller for several corporations.

Mer chant s

Mer chants | nsurance G oup has pronoted Dani el Bierbrauer to associates sal es
director, where he is responsible for generating sales with an enphasis on
personal |ines.

AAMGA

Leonard T LoVullo, president of LoVullo Associates, Inc. in Buffalo, NY.,
autonmatically becanme president of the Anmerican Association of Managi ng CGener al
Agents (AAMGA), having served as AAMGA president-elect for the past year.
Baron D. Garcia, president of Oklahonma General Agency, Oklahoma City, is the
2000- 2001 president-elect.

Pawt ucket Mt ual

The Pawt ucket Mitual |nsurance Co. in Pawucket, R I. announced two pronotions.
David N. Cote has advanced to senior vice president of clains, while Alfonso H
Carval ho has becone assistant vice president of software systens devel opnent.

New York Life

Cat herine Gretta has been appointed as new corporate vice president responsible
for the Wonen's Market at New York Life Insurance Co. Gretta will oversee the
conpany's efforts to recruit, retain and devel op wonen agents. She joins the
hone office in New York City fromthe Lehigh Valley, Penn. office where she
wor ked as a New York Life agent.

WGA

Wl liam Gal | agher Associates (WGA) in Boston announced several pronotions and
new appoi nt ments.

Pronmpted to vice president were WIlliam Frain, Mchael Kearney, Terese Cefaioli
and Tina Hinckley. All are in the property casualty division in Boston.

Joy DeGuznan was pronmpted to assistant vice president of the enployee benefits
di vi sion, also in Boston.

WIlliamF. O Connor was appointed vice president with responsibility for

devel opi ng new client relationships for WGA's envi ronmental practice. He
formerly worked with Cl ean Harbors Environnmental Services.

Douglas F. Bixby is a new vice president in WAA's nergers and acqui sition

di vi si on, which includes private equity and venture capital firms and clients
i nvol ved in M&A transacti ons.

WGA has al so hired Christopher R Rourke as chief financial officer, with
responsibilities in finance, accounting, admnistration and human resources.
WGA has offices in Boston; Colunbia, M.; Princeton, N J., and Paris, France.

| nsurance Ti MeS: NCM Anerica Inc.
June 20, 2000, Vol. XIX No. 13



June 20, 2000

5026 Canpbell Blvd., Suite C
Bal timore, MD 21236

The above conpany has nade application to the Division of Insurance for a
license to transact Casualty/ Credit insurance in the Comobnwealt 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.

June 20, 2000

Preferred Professiona

I nsurance Conpany

10707 Pacific St., Suite 205
Omaha, NE 68114-4735

The above conpany has nade application to the Division of Insurance for an
anmended license/ Certificate of Authority to transact Property & Casualty

i nsurance in the Comrmonweal t h

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

June 20, 2000

Teachers I nsurance and Annuity Association of Anerica

730 Third Ave.

New York, Ny 10017

The above company has nade application to the Division of Insurance for an
anmended license/ Certificate of Authority to transact Accident (Al kinds) and
Health (Al Kkinds) insurance in the Comobnwealt h.

Any person having any informati on regardi ng the conpany which relates to its
suitability for an amended |icense or Certificate of Authority is asked to
notify the Division by personal letter to the Comm ssioner of Insurance, One
Sout h Station, Boston, Massachusetts 02210 Attn: Financial Surveillance and
Conpany Licensing, within 14 days of the date of this notice.

June 20, 2000

The Travelers Indemity
Conpany of M ssour

One Cityplace Drive

St. Louis MO, 63141

The above company has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact Wrkers' Conpensation insurance in
t he Conmonweal t h.

Any person having any informati on regardi ng the conpany which relates to its
suitability for a license 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.

June 20, 2000



Jewel ers Mut ua

I nsurance Conpany

24 Jewel ers Park Drive
Neenah, W 54957-0468

The above conpany has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact liability other than auto

i nsurance in the Commonweal t h.

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

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

| nsurance Ti meS: Life Insurance & Fi nancial Services
June 20, 2000, Vol. XI X No. 13

Online insurance for overseas travelers

Medsave. com the nation's largest online health insurance enroller, announced
that new benefits and features have been added to its health insurance plans
starting July 1, 2000. Al health insurance plans for international travelers
now i nclude trip cancellation insurance, |ost |uggage insurance and conmmon
carrier accidental death coverage, and paynent for the return of minor children
to their hone if a parent is hospitalized overseas. Coverage can be issued for
atrip as short as 15 days or on a pernmanent basis for persons stationed away
fromtheir home country. All persons up to age 85 are eligible regardl ess of
heal th history.

Applications are avail able online at www. medsave. com and coverage can be

ef fective within one business day.

Hancock targets wealth transfer market

BOSTON - John Hancock introduced a charitable renmmi nder trust (CRT) programto
help its producers capitalize on the growing wealth transfer nmarket and to build
on the sales monentum of its Revolution variable annuity products. Revol ution
variabl e annuities, which will be used to fund Hancock CRTs, were introduced in
Sept ember 1999 and have been credited as the reason for Hancock's 49 percent
increase in first quarter annuity sales conpared to first quarter |ast year
Hancock has contracted with WealthNet to provide a proprietary proposal and an
illustration system tax preparation, filing and reporting services, as well as
a management systemincluding nonthly statenents and quarterly investnent
performance and accounting reports.

"Al t hough CRTs can be very advantageous to affluent clients who want to | eave a
| egacy, they're sonetines considered too conplex to be undertaken," said Bruce
Jones, vice president, Annuity Product Managenent. "By providing materials and
partnering with a premier CRT service provider, Hancock is making it easier and
nore conveni ent for our broker/dealers to take advantage of this huge market
opportunity," said Jones.

The nunber of U.S. affluent househol ds, those exceeding $75, 000 or investable
assets greater than $300,000, has grown by 35 percent since 1994, according to
SRI Research. The npst significant aggregate assets are anmong the ol der affl uent
segment with those 65+ having $2.5 trillion.

A charitable remai nder trust is an irrevocable tax planning tool that enables



the custonmer to maxi nm ze the asset he donates to one or nbre charities in the
future while enjoying current tax deductions as well as distributions during his
lifetine.

Nati onal Life introduces integrated |life and LTC

MONTPELI ER, Vt.- National Life Insurance Conmpany's NL LifeCare series, a new
line of whole life products, offers a set of riders that are unique to any
product of its kind in the industry. Benefits are available for long termcare
needs, including an Accel erated Care Rider (ACR) and Chronic Care Protection
(CCP) rider, which provide the benefit of qualified | ong-termcare expense

rei mbursenment, offering |long-termcare coverage with options available to cover
inflation protection and lifetine benefits. LifeCare also includes a no-cost
Accel erated Benefits Rider (ABR) which ensures that term nal and chronic illness
are cover ed.

Products in the NL LifeCare series offer guaranteed paid up life insurance
protection as well as high guaranteed cash val ue accunul ati on and conpetitive
pricing. The series consists of guaranteed level, linited pay plans with prem um
payi ng periods of one, five, ten, fifteen and twenty years.

Unl i ke nost stand-al one |long-termcare policies, the long-termcare riders on NL
Li feCare products have prem uns which are guaranteed | evel for the life of the
contract. Riders for long-termcare benefits are guaranteed paid up at the sane
time as the underlying life insurance policy, and are non-cancel able for the
l[ife of the policy. The Accelerated Care Ri der (ACR) accelerates a portion of
the death benefit to pay for qualifying unreinbursed | ong-term care expenses.
The Chronic Protection Rider (CCP) extends long-termcare benefits beyond the
ACR peri od.

GenAnerica Financial is new nane

St. Loui s-based GenAnerica Corp. announced a name change to GenAnerica Financia
Corp. GenAnerica is a holding company for General Anerican Life Insurance Co.,
WAl nut Street Securities, GeneralLife, GenAnmerica Private Placement |nsurance
Group, and GenAnerica Retirenent Plans Group. r (CCP) extends long-termcare
benefits beyond the ACR peri od.

| nsurance Ti mMeS: SEC Warns OF Possible Sanctions Over Variable Annuity

Sal es Met hods Enphasi zes I nportance O Full Disclosure
June 20, 2000, Vol. XI X No. 13

by Marcy Gordon
Associ at ed Press

WASHI NGTON (AP) - Federal regulators are warning investors to be wary about
variabl e annuities, an increasingly popular way to save for retirement that
conmbi nes features of nutual funds and insurance.

Wiile they offer attractive features such as |ifelong paynments and death
benefits, variable annuities also have sone pitfalls which salesmen often don't
reveal to investors, the Securities and Exchange Comm ssion said. The agency

i ssued an ““investor alert'' and a brochure on its Wb site to help investors
understand the benefits, costs and risks of variable annuities.

The warni ng cane as Paul Roye, director of the SEC s |Investnment Managenent
Division, told an industry group that SEC i nspectors have been gathering

i nformati on on sales of variable annuities from brokerage firms and financia
advi sers around the country with an eye to possible sanctions.

The SEC is warning, for exanple, that bonuses offered by sone conpanies selling



variabl e annuities to lure investors nay be outwei ghed by hi gher expenses. The
bonuses, typically a small percentage of the value of the annuity, are in the
formof credits applied to an annuity hol der's purchase paynents.

The conpani es offering bonuses may, for exanple, charge higher penalties for

wi t hdrawal s, the SEC notes.

Mar k Mackey, president and chief executive officer of the National Association
for Variable Annuities, acknow edged that bonus credits ~“benefit some, but not

all, investors.'
Variable annuities are sold by insurance conpani es, brokerage firms and ot her
financial conpani es. Sal es nationw de reached sone $120 billion | ast year, up

fromaround $100 billion in 1998.

A variable annuity is a contract between an investor and the conpany selling it
i n which the conpany agrees to nake periodic paynments to the investor, beginning
i mediately or at sone future date. The investor buys a variable annuity
contract by naking either a single purchase paynent or a series of paynents.
The paynents to the annuity holder vary and are determ ned by the perfornance of
the underlying i nvestrments. Variable annuities offer several investnment options,
usual 'y invol ving nutual funds that invest in stocks, bonds or nopney-market
instruments, or sone conbination of the three.

Wth fixed annuities, by contrast, all paynents to the annuity hol der are equal
Variabl e annuities differ fromnutual funds in several inportant ways. They are
tax-deferred, for exanple, which means annuity hol ders pay no taxes on the

i ncome and investrment gains fromtheir annuities until they withdraw their
noney.

In general, the SEC says, the benefits of tax deferral will outweigh the costs
of a variable annuity only if it is held as a long-terminvestnent to neet
retirenment and ot her |ong-range goals.

I ndi vi dual Retirement Accounts and 401(k) retirenment plans, which offer tax
deferral at no cost, are often nore advantageous than variable annuities, the
SEC not es.

The agency issued the foll ow ng advice:

IRAs: If an investor buys a variable annuity through a tax-advantaged
retirement plan such as an | RA or 401(k), he or she will get no additional tax
benefit fromthe variable annuity. |Investors should consider buying a variable
annuity in that situation only if it nmakes sense because of the annuity's other
features, such as lifelong paynents and a guaranteed death benefit.

Charges: Before they invest in a variable annuity, consuners shoul d nake sure

t hey understand the charges that cone with it, including sales charges,
nortality charges, adninistrative fees and expenses of the mutual fund

i nvest nent options.

Exchanges: | nvestors who own a variable annuity and are consi deri ng exchangi ng
it for another one should weigh the decision carefully. An investor who nakes

t he exchange often |oses the ability to w thdraw noney without paying
substanti al charges.

Mackey, head of the annuities trade group, said he fully supported the SEC s
efforts ~“to educate the public about annuity products.'
"TAnnuity products should be sold with full disclosure,’
i ntervi ew.

he said in a tel ephone

| nsurance Ti MBS: Term Sales Boost First Quarter Life Sales: Linra
June 20, 2000, Vol. XIX No. 13

W NDSOR, Conn. - Individual life insurance sales recorded one of the bhest
first quarters in recent nenory, thanks to a big junp in termpolicies sold in



the fourth quarter of 1999 but processed in the first quarter of 2000. On the
strength of sales made on the eve of the enactnment of Regulation Triple X, new
prem unms of term policies increased an inpressive 52 percent over the first
quarter of 1999.

Face anmpount sold increased 48 percent and the nunmber of policies sold increased
28 percent.

Those termsales, along with a double-digit increase in variable universal life
sales, made for a bright first quarter. Overall conpared with the first quarter
of 1999, total annualized prem ums increased 21 percent, face amount increased
34 percent, and policies sold increased 10 percent. The increase in policies
sold is the first quarterly increase in policies since LIMRA started collecting
data on a quarterly basis in 1995.

Prior to 1995 LI MRA collected sales results on a nonthly basis.

Historically, sales for the year have been lowest in the first quarter and

hi ghest in the fourth quarter. In the first quarter 2000, while not quite
topping sales in the fourth quarter of 1999, the difference between the two
periods is the lowest in years in all neasures.

Based on annual i zed new prem unms, variable universal life increased 37 percent,
variable life increased 19 percent, universal life fell 3 percent, and whol e
life fell 4 percent.

Mar ket share by product for the first quarter found variable universal |ife and
termlife increasing their shares to 38 percent and 22 percent, respectively,
while whole life fell to an all-tine |ow of 21 percent. Universal life at 16
percent and variable life at 3 percent renmained steady.

The LI MRA survey tracks individual |ife insurance new busi ness sal es of 89

conpani es and their 53 subsidiaries operating in the U S. and represents about
75 percent of the total industry in terns of new premiuns collected. Based on
data fromthe 70 conmpanies in the survey that provide sales by distribution
channel , brokers increased their new premiumby a spectacular 41 percent over
the first quarter of last year. They were followed by nultiple-line exclusive
agents with an increase of 21 percent, agency building agents with an increase
of 10 percent, hone service agents with an increase of 4 percent, and PPGAs
with an increase of 3 percent.

| nsurance Ti meS: Cross-Selling Cients Wth Effective Seninars
June 20, 2000, Vol. XIX No. 13

Sem nar Secrets
by Maril ee Driscoll

First in a series of colums on how to use seminars to cross-sell existing
clients and gain new clients.

Are you looking to attract new custoners to your business and/or cross-sel
existing clients? Then there is no doubt in my mnd that you should be using
sem nar marketing. Did | hear you groan, "W tried that, and it failed

nm serabl y?" Stay tuned.

SEM NAR MARKETI NG WORKS!  Yet npst seminars FAIL! Why is that? Some of the nost
successful insurance agents in the country know the secrets of sem nar

mar keti ng, and use senmnars to provide a never-ending streamof |eads. And,
guess what? These producers aren't anxious to share their secrets with the
conpetition. Through a process of trial-and-error, and sometines dumb | uck,
they have figured out a fornula that works. Just |ike any other prospecting
nethod, it is fool proof not on every given occasion, but when consistently



applied, yields phenonenal results.

Most people don't know how to plan, pronbte and deliver a successful sem nar.
Money hel ps, but it's not necessary to have deep pockets to do successfu

sem nar marketing. Not everythi ng works everywhere every time. "Sem nar
Secrets" will give you conmpbn sense tips on to nake sure every dollar you spend
will attract nore people to your semnar. Once you have filled the sem nar
room you'll learn howto |eave with a pile of |eads, not just handshakes and

t hank- yous.

Semi nar marketing is the best way for an insurance agent to market, since it
acconpl i shes so many objectives at the sane tine:

TIME EFFICIENT Instead of explaining an insurance product or planning concept
to one person across your desk, at a seminar you will be reaching 20, 30, naybe
even 50 people at the sanme time. An effective call-to-action at the end of the
sem nar means that you are only calling and neeting with people who have been
pre-qualified at the sem nar, and specifically requested a neeting with you.
When it conmes to the tinme you spend in appointnents, tine saved is truly noney
in your pocket!

| NCREASES REFERRALS Semi nars nake it nuch easier for existing clients to refer

their friends, neighbors and relatives to you. |magine how rmuch easier it is
for your existing clients to refer potential newclients to a sem nar, as
opposed to giving your tel ephone nunber for the potential client to call - or
not .

| NCREASES YOUR PROFI LE  Regul ar prospecting sem nars raise your profile in the
conmunity, positioning you as an expert in the topics covered. Through sinmple
but savvy nedia and public relations you will find local & regiona

organi zations who will help narket your seminars i as |ong as your sem nar
educates, it provides a public service!

CROSS- SELL EXI STI NG CLI ENTS the way they want to be cross-sold: confortably,
with no pressure. By inviting your clients to an ongoi ng sem nar series, you
all ow themto show you which additional products they nay be interested in... by
their attendance! An effective call-to-action at the end of the sem nar all ows
themto tell you that either they are ready to be sold, or they are not

i nterested.

LEVERAG NG OTHER BUSI NESS' CLI ENT BASE By bringing in co-sponsors to your

sem nars, you have the opportunity to invite their clients to | earn nore about
your business. A co-sponsor who invites their client base to your sem nar could

fill your semnar with fresh faces for alnpost free (printing & postage). | have
pl anned many sem nars where | awers, accountants and ot her busi nesses not only
hel ped the insurance agent fill the room but they paid to have an information

tabl e at the event!

Before you start a seninar narketing program spend sone tinme thinking about

t hese questi ons:

Seminars will bring you qualified leads. |s that what your business needs right
now? The good news is, no matter how proficient or poor a sal esperson you are,
nore leads will translate to nore sales... UNLESS you do not neke the tinme to
schedul e the required foll owup appointnments. |f your schedul e cannot
accommodat e nore appoi ntrents, the time, energy and noney spent on a sem nar

will be wasted. |If you don't have the infrastructure set up in your business to
call all seminar |leads within 48 hours of the sem nar (not counting Sundays),
your conversion of l[eads to appointments will suffer. Optimally, the cal

shoul d be nmade by sonmeone with strong tel emarketing skills.

What ki nd of business would you like to increase? Perhaps it's getting your
life insurance clients to cone to you for investnments. Maybe it's cross-selling
your personal lines clients long termcare insurance. Maybe you want to

i ncrease the nunber of two-famly dwellings that you in sure in your town. Wo
have you found, in the past, to be your best clients? Wat do your favorite
clients have in common? Know the shared characteristics such as age, econonic



class and marital status of your preferred buyers. This will not only help you
in choosing a sem nar topic and | ocation, but also in any marketing endeavor.
Try not to think only of who is a possible client, but who, historically, you
have had success with. Are there conmon characteristics that your favorite and
nost profitable clients share? Sone agents find that they are especially
effective in selling to couples; others find that they do better selling to

si ngl e peopl e.

Over the next few nmonths this "Sem nar Secrets" series will share field-proven
i deas that have worked for insurance agents across the country. Do you have a
sem nar success story - or disaster - that you'd be willing to share? Please
contact nme! | am/l ooking forward to hel ping you get nore | eads through sem nar
mar ket i ng, and nmany thousands of dollars in new conm ssions fromthose |eads. p

Marilee Driscoll is president of the Long Term Care Learning Institute in
Pl ymout h, Mass. Her new book is "Sem nar Secrets: A Hands-on Guide to
Mar keting to Baby Booners and Their Parents." Driscoll can be contacted at

(508)830-9975, or nmil to:ndriscoll @ongterntarel earni ng. com

| nsurance Ti mesS: Aetna Life Ofers 'Family-Friendly' AD&D
June 20, 2000, Vol. XIX No. 13

HARTFORD - Aetna Life Insurance Co. announced a conprehensive new benefits
package that provides famly-friendly accidental death and personal | oss

cover age.

The new acci dental death and personal |oss coverage, AD& U tra, replaces
Aetna's previ ous AD&D coverage, and provides greater protection, including
personal |oss coverage, at no additional prem um The package includes 13
standard coverages and a new conma benefit which pays a nmonthly benefit if a
covered person |lapses into a coma for nore than one nonth as a result of an
accident -- a benefit not found in traditional AD&D coverages.

The new benefit package includes child care, education, passenger restraint and
airbag, and repatriation of remains benefits.

"Qur new benefit package was designed with a consurmer, famly-oriented focus in
mnd," said Ann Bryan, vice president in the |life division at Aetna Life. "W
eval uated what financial support systema fanmly would need to get through a
difficult tine following a death or personal |oss, then we built product
enhancenents to provide financial protection and a sense of security for a
famly's long-termfinancial well-being and future plans.” p

MassMut ual offers disability buy-sell for small business

MassMut ual Fi nancial G oup says its new disability incone insurance buy-sel
contract is primarily designed for partnerships and professional corporations
conprised of two to five business owners between the ages of 18 and 60.

The new policy offers protection agai nst econom c |loss due to the disability of
a co-owner/partner. Conditionally renewable with a guaranteed | evel premumto
age 65, DI Buy Sell provides funds for the purchase of the insured' s share of
ownership in the event that he or she becones totally disabl ed.

"Producers are presented with a great opportunity to enter the small business
market with a product that hel ps protect the future of a business their clients
have worked hard to build," said Richard L. Micci, senior voice president of
MassMutual 's Disability Incone Strategic Business.

O her key benefits of the DI Buy-Sell contracts include the ability to
participate with existing buy-sell coverage; a future insurability option rider



conpetitive coverage limts; professional fee reinbursenent and variety (lunp
sum nonthly, down paynent) in benefit funding options. p

Bl ue Cross offers discounts on | aser eye surgery

CHAPEL HILL, N.C. (AP) - Blue Cross and Blue Shield of North Carolina unveiled a
new di scount programthat it said will save its custoners nearly 40 percent on

| aser eye surgery.

Dubbed Optic Blue, it is one of the first in the nation, the insurance conpany

said. Custoners will pay $1,395 per eye for corrective surgery, a savings of
about $800, the conpany said.
Starting Aug. 1, custoners will present their identification card at a

partici pati ng opht hal nol ogi st to receive the di scount.

""Wth Optic Blue, we're able to nmake | aser vision correction nore affordable
for our customers w thout conmprom sing quality or convenience,'' said Bob
Greczyn, president and chief executive officer

Physi ci ans say | aser vision correction can treat a broad range of eye

condi tions, including nearsightedness, farsightedness and astigmatism Patients
with corneal or retinal diseases, pregnant wonen and peopl e under 18 are
typically not good candi dates.

Optic Blue initially will not be available to BCBSNC s governnent accounts, such
as the State Health Plan and Federal Enpl oyees Program because of |ong-term
contracts already in place. BCBSNC will work with these groups to add Optic

Bl ue, the conpany said.

Bl ue Cross and Blue Shield of North Carolina is the state's largest health
insurer, with two mllion nmenbers.

Bi g 3 autonakers extend sane-sex benefits

DETRO T - DainerChrysler Corp., Ford Mdtor Co. and General Modtors Corp. wll
extend health care coverage to sane-sex donestic partners of all eligible United
States enpl oyees. The coverage follows a commtnent fromall three conpanies to
study the subject as part of the current UAWand ot her |abor union contracts.

O fering health care benefits to sanme-sex donestic partners is consistent with
each organi zation's commtment to diversity in the workplace, and is responsive
to conpetitive trends anmong the Fortune 500 conpani es.

Speci fics of coverage and adninistration will vary by conpany. Each conpany wl |
make t he expanded coverage avail abl e August 1, 2000.

Enpl oyees will be required to attest that their domestic partner relationship
nmeets all eligibility criteria, including being of the sane sex and havi ng
shared a conmitted relationship with each other for no |l ess than 6 nonths.

| nsurance Ti meS: Cost OF Hepatitis C Presents Financial Challenge To
I nsurers
June 20, 2000, Vol. XIX No. 13

Leaders recomrend nulti-faceted control efforts

A mul tidisciplinary panel of government, insurance, healthcare, |abor and

busi ness | eaders who participated in a national economic sumrt on hepatitis C
has warned that the costs of this emerging public health threat coul d burden
segnents of the U S. healthcare systemfinancially. Proactive steps taken now in
education, screening, and treatment can hel p manage that threat.

"The Alliance of American Insurers is concerned about the |long-term econonic
consequences of hepatitis C and howit will affect the insurance industry, said
Keith D. Lessner, who represented the Alliance at the sumit. "W are comitted
to educating our nenbers on the risks and costs of the energing hepatitis C



epi dem c.'

More Than Al DS

Hepatitis C affects four times as many people as AIDS, and it will cost this
country a fortune in lost work tine, insurance paynments, and healthcare dollars
if the disease continues to be ignored, according to experts.

A recent cost-benefit analysis conducted by the healthcare actuarial and
consulting firmMIIliman & Robertson Inc., shows that every $1 spent on curative
hepatitis C treatnent now can result in about $4 of medical cost savings to

enpl oyers, benefit funds and taxpayers in the future. These savings cone in the
prevention of costly hepatitis C virus conplications.

$45 Billion
According to MIlimn & Robertson, hepatitis C costs the U S. healthcare system
about $15 billion per year. This could nearly double to $26 billion (in current

dol l ars) by 2021

Potential inpacts on insurers include workers conmpensation costs for

occupati onal exposure, mal practice and general liability costs (new infections
via third-party exposure), long- and short-termdisability insurance costs and
increased nortality rates for life insurers.

Summit | eaders reconmended nulti-faceted solutions that include action fromthe
various sectors at risk for carrying the cost-governnent, insurance carriers,

| abor uni ons, and sel f-funded enpl oyers-to prevent life-threatening
conplications of the disease and its acconpanying financial costs from

bur geoni ng out of control

Represent ati ves of nmamnaged care organi zati ons, the insurance industry, unions,
corporations, public health policy groups and the Veterans Adm nistration
attended the sunmit, "Leadership for the Emerging Health Care Crisis," sponsored
by the New Engl and Medi cal Center and the Case Managenent Society of Anerica

| nsurance Ti MBS: Vernont Takes Stock Of Health Care System
June 20, 2000, Vol. XIX No. 13

by M ke Ecke
Associ ated Press

MONTPELI ER - Vermont's health care systemis not in crisis, but it is under
serious and increasing pressures, Gov. Howard Dean says.

Dean and a working group representing hospitals, regulators, patient groups and
i nsurance conpani es rel eased a report |last week that essentially details the
state of Vermont health care.

Whi |l e Dean, a medical doctor by training, said it was just ““truth in
advertising,'' the report likely will advance an issue that is expected to take
center stage in the race for governor this fall

"“This is basically a coomon statement fromthe state, fromenployers, insurers
and hospitals,'' said Dean. "~ This doesn't provide all the answers, but it gives
us kind of a blueprint to work with."'

The report noted that Vernmont has one of the | owest proportions of uninsured
people in the country. Conpared with other states, Vernonters receive decent
health care, particularly in prenatal care and i munizations, the report said.
In terms of costs, the report said Vernont has a relatively inexpensive health
care system wth Vernmonters spendi ng some 25 percent |ess on health care per
capita than the national average



"“This is nore an approach than it is: 'these are the absolute nunbers we agree
on,' '' said Elizabeth Costle, conm ssioner of the state Departnent of Banking,

I nsurance, Securities and Health Care Admi nistration

VWil e escal ating health care costs and their causes are already shaping up to be
a national issue, the issue was on the front burner for the Legislature this
past session, with a closely watched, failed attenpt to regulate the costs of
prescription drugs.

The departure of the health maintenance organizati on Kai ser Permanente earlier
this year al so shook confidence in the well-being of Vernont's health insurance
mar ket .

O her concerns cited by the report included recent preniumincreases, cost-
shifting as hospitals and insurers try to conpensate for being underconpensated
in the past and the growi ng potential for Iimted access to primary care
medi ci ne, particularly in rural areas of Vernont.

Dean al so touched on the politically sensitive issue of cost-shifts and Medicaid
rei mbursenments. Earlier this year, several health insurers serving Vernont
posted doubl e-digit prem umincreases, bringing the health care costs issue
directly home for many Vernmonters. Sonme hospitals in the state, as well as sone
Republ i can | awrakers, sought to blame the increase on Vernont's system of paying
lower rates for the Medicaid programfor the poor than is paid by the federa
Medi care program for the elderly.

Dean di sm ssed those charges again, while acknow edgi ng that the state does need
to do nore to address the probl ens.

"“Cost shift and state policy did not contribute to this big prem umincrease,"’
Dean said. ““On the other hand, it does not excuse the state fromnot dealing
with the cost shift which will . . . cause substantial problens if we continue
to expand care and not deal with the cost shift."''

Based on the report's reconmendati ons, Dean said di scussions between public and
private sectors should focus on nmeasures to hold down or limt rising costs,

| onger-range governnent nmandates, as well as cost-sharing with patients on state
prograns, such as the Dr. Dynasaur health insurance program for children

"1 happen to believe in universal health care for everybody, and | think we
ought to cover all kids,'' Dean said. ~"The question is how can you do that

wi t hout underfunding the systemto the degree that you coul dn't provide

quality care.'

O her nmenbers of the group, including Karen Meyer, executive vice president of

t he Vernont Medical Society, said the report served as a conmon starting point
for disparate groups to tackle health care costs.

"W really appreciate and applaud efforts to get us together, to get us on the
sanme page, to agree on information fromwhich we can nove forward,'' said Myer.
"TQur common interest is in the stability of the health care system"

| nsurance Ti meS: Americans Rate Health Plans 'Average' Or Better Only 7%
Rate Plan As ' Poor'
June 20, 2000, Vol. XIX No. 13

by Karen Gullo
Associ ated Press

WASHI NGTON (AP) - Anmericans generally give their health insurance plans good
mar ks, even though about half report problems ranging frommnor billing
difficulties to being denied treatnment, a new survey showed.

More people in nmanaged care plans with lots of restrictions reported probl ens



than people with traditional health insurance, according to a survey of 2,500
peopl e rel eased by the Kaiser Fami |y Foundation

The report comes as Congress deci des whether to pass |egislation giving patients
a stronger hand in dealing with health plans and nanaged care organi zations. The
Senate was expected to debate a patients' bill of rights |ast week

Nearly 90 percent of people in the study rated their health plans as average or
better and over 80 percent said dealing with their plans had been positive.

Only 7 percent gave their plan a ~“poor'' or ““failing'' grade and 15 percent
said dealings with the plans had been negati ve.

The study suggested that people in nanaged care plans with |ots of restrictions
were | ess upbeat about their insurers than those in traditional fee-for-service
heal t h i nsurance pl ans.

Forty-four percent of people in plans that charged nore for using outside
doctors, required referrals for specialists and made beneficiari es choose
primary care physicians gave their insurers a ~"C' or less. Fifty-three percent
gave theman "“A'' or ~"B."'

That conpared with 74 percent of people with traditional insurance who gave
their plans an A" or “"B.'' About 24 percent rated traditional insurers as
average or | ower.

When it canme to encountering problens with health plans, people in strict
managed care plans reported nore difficulties, with 62 percent saying they had a
problemw thin the past year, conpared to 49 percent in less strict managed care
pl ans and 32 percent in traditional plans.

Drew Al tman, president of the Kaiser Fanily Foundation, said the survey shows
that the debate over patients' rights is “~“grounded in real patient experiences,
not just anecdotes,'' but noted that many problens are " “nore hassle than horror
story."''

Karen | gnani, president of the American Association of Health Plans, an HMO
trade group, said the survey's findings were wel cone "~ because they offer health
pl ans val uabl e information that they can use in identifying areas that need
further attention.'

| nsurance Ti MBS: Beacon Mitual Makes Two Seni or Management Changes;
Pawt cket Prompotes Two; Guyet Joins SIAA; Merchants Pronotes Bierbrauer
June 20, 2000, Vol. XX No. 13

Rhode | sl and

Gov. Lincoln Al nond has named Di anne Connor of East Greenwich as a judge on the
Wor kers Conpensati on Court. Connor's appoi ntment rmust be confirned by the
Senate. She replaces Judge Constance Messore. Connor is enployed by Brian Cunha
& Associ ates in East Providence where she has specialized in workers
conpensati on and personal injury |aw. She al so serves as nmanagi ng partner of the
| aw of fice. She previously worked in the law office of Janes Miurray, where she
was wor kers conpensation counsel to Cigna.

Beacon Mitua

Beacon Mutual |nsurance Co. in West Warwi ck, R I. announced two changes in
seni or managenent: Jeffrey C. Johnson is now vice president for community

relations, and David R Cark has filled Johnson's forner position of vice
president for underwiting and policyhol der services.

Johnson will devote his time to representing Beacon at business, industry,
public and agency activities and determ ning which comunity issues Beacon will
support. He will also review Beacon's advertising strategy.

Clark, who cane to Beacon after 28 years with the Hartford I nsurance G oup, wll



oversee all underwiting functions and policyhol der services.

| BANY

The I nsurance brokers Association of the State of New York recently el ected new
of ficers, including Kenneth M Padgett of Larchnont as president. Padgett is
managi ng director at Marsh USA Inc.

Dick Inpastato of North Stanford, Conn., president and chief operating officer
of Foa & Son Corp., was elected executive vice president; Donald F. Privett of
New York City, owner of Privett Special Ri sk Services, was el ected
secretary/treasurer.

Rogers & G ay

Rogers & Gray | nsurance Agency on Cape Cod, Mass. has added Jeffery Sharpe to
its payroll deduction team Sharpe worked as manager of an agency in Lincoln,
Mass. prior to joining Rogers & Gray. He will work out of the South Dennis
branch.

Sl AA
Strategi c I ndependent Agents Alliance (SIAA) of Swanzey, N H., has naned Debra
Guyot as senior vice president of finance. Guyot will be responsible for

strategi c financial planning; financial reports; budgets and cash fl ow

proj ections; devel opnent and inpl enentati on of investnent strategies; human
resources, and oversight of all corporate financial and accounting matters. She
previously held positions as controller for several corporations.

Mer chant s

Mer chants | nsurance Group has pronoted Dani el Bierbrauer to associates sal es
director, where he is responsible for generating sales with an enphasis on
personal |ines.

AAMGA

Leonard T LoVullo, president of LoVullo Associates, Inc. in Buffalo, NY.,
automatically becanme president of the Anerican Association of Managi ng CGenera
Agents (AAMGEA), having served as AAMGA president-elect for the past year
Baron D. Garcia, president of Oklahoma General Agency, Oklahoma City, is the
2000- 2001 president-el ect.

Pawt ucket Mt ua

The Pawt ucket Mitual |nsurance Co. in Pawucket, R I. announced two pronotions.
David N. Cote has advanced to senior vice president of claims, while Alfonso H
Carval ho has becone assistant vice president of software systens devel opnent.

New York Life

Cat herine Gretta has been appointed as new corporate vice president responsible
for the Winen's Market at New York Life Insurance Co. Gretta will oversee the
conpany's efforts to recruit, retain and devel op wonen agents. She joins the
hone office in New York City fromthe Lehigh Valley, Penn. office where she
wor ked as a New York Life agent.

WGA

Wl liam Gal | agher Associates (WGA) in Boston announced several pronotions and
new appoi nt ments.

Pronmpoted to vice president were WIlliam Frain, Mchael Kearney, Terese Cefaiol
and Tina Hinckley. All are in the property casualty division in Boston

Joy DeGuzman was prompted to assistant vice president of the enployee benefits
di vision, also in Boston

WIlliamF. O Connor was appointed vice president with responsibility for

devel opi ng new client relationships for WGA's envi ronmental practice. He



formerly worked with Cl ean Harbors Environnmental Services.

Douglas F. Bixby is a new vice president in WAA's nergers and acqui sition

di vi si on, which includes private equity and venture capital firms and clients
i nvol ved in M&A transacti ons.

WGA has al so hired Christopher R Rourke as chief financial officer, with
responsibilities in finance, accounting, admnistration and human resources.
WGA has offices in Boston; Colunbia, Ml.; Princeton, N.J., and Paris, France.

| nsurance Ti MBS: PERSONAL LI NES
June 20, 2000, Vol. XIX No. 13

May 23, 2000

Har | eysvil | e Mt ual

I nsurance Conpany

355 Mapl e Ave.

Harl eysville, PA 19438

The above conpany has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact property/ casualty insurance in

t he Conmonweal t h.

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

May 23, 2000

Great Anerican

I nsurance Conpany

580 Wal nut St.

Ci ncinnati, OH 45202

The above conmpany has nade application to the Division of Insurance for a
license/ Certificate of Authority to transact 54C Conprehensive Mtor Vehicle
and Aircraft insurance in the Comopnwealt h.

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



