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As Congress and presidential candi dates once again eye tax reform life
agents woul d be wise not to panic but to begin preparing for alife

wi thout the estate tax, an estate planning specialist told nmenbers of
the MIlion Dollar Round Table at their annual meeting |ast nonth.

James C. Magner, JD, CLU, ChFC, said the life industry survived a "near
deat h experience" |ast year when Congress passed the Taxpayer Refund and
Relief Act (he called it TERRA) and sent it to the White House for
signing. Only a veto by President Clinton saved the estate tax from
repeal

In his MDRT remarks, Magner stressed that the political foes of the
estate tax have not gone away. The House this session has already passed
a Death Tax Elinmination Act, although the Senate has not considered it
yet.

Magner said that these devel opments suggest the life industry had better
do sonme planning for itself.

"As this process unfolded | ast year, it struck nme that those of us who
derive nuch or all of livelihoods fromthe wealth transfer nmarket were
forced to confront a number of unsettling questions as we waited for an
el ection that could nake or break our collective futures: will the
Republ i cans keep control of Congress; will the Denbcrats keep control of
the White House; if the Republicans retain Congress and win the Wite
House, what could a repeal/reformbill |ook |like and what inmpact could
it have on new and i nforce business; lastly, what if anything should we
say to curious clients, advisors and policyowers who may be foll ow ng
this process just as closely as we are? "

Magner is executive director of the Estate & Business Planning G oup, a
mul ti-disciplinary team which hel ps producers close wealth transfer and
executive fringe benefit cases. He previously worked with John Hancock
and the I RS

Linra's | atest Survivorship Survey puts the size, and exposure, of the
weal th transfer narket in context. According to Linra, the conbined 1997
survivorship prem um sold by 48 nmenber conpanies was $591 nmillion. The
total collected prem umthrough 1997 for these carriers was over $3.08
billion.

Al t hough there are three taxes that are |unped together and referred to
as "transfer" taxes-- estate, gift and the generation-skipping transfer
tax -- Magner explained that the estate tax gets the nobst attention.

Tax History

Over the past 80 years, Congress has tinkered with the estate tax rate
structure but nade few serious attenpts at reform In 1916, the top rate
of 10 percent applied to estates greater than $5 mllion. In 1941, the
top rate went to 77 percent to help pay for WWI, and by 1993, the top
rate was slashed to 55 percent. One serious reformcame in 1976 when
Congress tried to inplenent a carryover basis system The carryover
basi s system was scrapped in 1980, and one year |ater, when President
Reagan signed the Econom ¢ Recovery Tax Act, estate planners were given
the two buil ding bl ocks of "npdern" estate planning, the unified credit
and the unlimted marital deduction. Finally, the Taxpayer Relief Act of
1997 provided the phased-in increase in the unified credit to $1 nillion



effective in 2007.
Proponents of estate tax repeal have nmade a nunber of argunents in
support of their position, according to Magner. Proponents of repea
cl ai m t hat

transfer taxes raise |less than one percent of total federal revenue;

conpl i ance, adm nistration and enforcenent costs are high

only one to two percent of all decedents are ever exposed to the tax;

it requires expensive pre and post-death planning;

the rates are the highest of any American tax, and are anong the
hi ghest of any country;

the tax forces the break-up of farms and fam |y businesses, and that
these forced sal es have a negative inpact on financial markets by
renovi ng capital fromthe econony;

the tax discourages inter-generational savings and rewards those who
spend down their estates;

it doesn't dilute concentrations of wealth and doesn't denptivate
benefi ci ari es;

death is an inappropriate tine to levy a large tax;

and finally, the tax is old, inefficient and |lacks a rationale for
being in the tax code.

Revenue Loss

Magner cal cul ates that the conmplete elinination of transfer taxes would
produce a 10-year revenue |oss of $358 billion -- a revenue |oss that
woul d have to be nmade up from ot her sources.

Hi s anal ysis shows that only about 4.5 percent of all decedents |ast
year |eft assets sufficient to require the filing of an estate tax
return and that only the |argest estates bear the brunt of the estate

t ax.

He added that the existing data do not prove that the estate tax is the
causative factor that forces the break-up of famly-owned farns and
busi nesses.

A recent study of the costs associated with administering the entire
transfer tax system (including pre-death planning costs, post-death
adm nistration costs as well as the IRS adm nistration costs),
concluded that the total costs for all three categories was just over

$1.8 billion. Wen expressed as a percentage of the total transfer tax
recei pts, this comes to just over 7 percent.
"Al though the IRS is much maligned, the anpunt it will spend on

adm nistering the entire transfer tax system has averaged | ess than 2
percent of its entire budget," he commented.

Magner believes that "the arguments and data nmarshal ed agai nst the
estate tax aren't entirely persuasive" yet "the march towards the 2000
el ection continues..."

He predicts that if Republican George Bush wins the Wite House, the

estate tax repeal will beconme law. |f Denmocrat Al Gore wins, estate tax
reformnot repeal is a possibility.
VWhat formwill repeal or reformtake?

Magner sees four possibilities: (1) the estate tax could be i mediately
repeal ed and not replaced with any alternative systenm (2) the estate
tax could be gradually repeal ed and replaced with an alternative system
like the carryover basis system (3) new rules could be enacted
provi di ng additional benefits to farns and snall/fam|y-owned

busi nesses; (4) and finally, the exenption could be increased, possibly
to $1.5 million or nmore, and the top bracket could be | owered.

Counsel Clients



Magner reconmended that MDRT menbers begin to think about how they will
counsel their clients in the event of repeal or reform

He used as a hypothetical strawman a single-life or survivorship policy
owned by an irrevocable life insurance trust (ILIT) that is either paid-
up or needs additional prem uns.

First he tackled reasons clients mght want to keep their insurance
coverage in force.

"If the estate tax is repealed, sonme clients mght say, "I want that
policy surrendered." However, it's the trustee, not the client, who has
control over the decision what to do with the policy.

If the policy happens to be paid-up, the trustee nmust deci de whet her
keeping the policy is the nost prudent investnent for the beneficiaries.
If the policy requires additional premiunms, the client can unilaterally
starve the policy by refusing to make Crumrey gifts, but the trustee has
to look to the terns of the ILIT and not the client for guidance."

In the absence of a specific trust provision addressing the trustee's
power to surrender the contract, the trustee nust act in the "best
interest"” of the beneficiaries. If the ILIT is silent on the matter,
state | aw governing the ILIT may need to be consulted, he added.

He stressed the inmportance of paying close attention to the incone tax
treatment of the ILIT and the ILIT beneficiaries before considering

surrender. "In this regard, nost ILITs are grantor trusts for incone tax
purposes. This neans that the client/ insured(s) would pay the ILIT s
income tax bill if the policy were surrendered,” Magner noted.

If a corporate or famly split dollar was used to fund the policy,

thi ngs get even nore conplicated. "Distributing the policy to the
beneficiaries certainly won't help your split dollar exit strategy, and
surrendering the policy will force a portion of the cash back to the
prem um payor .

Anot her reason for | eaving existing coverage alone arises if the estate
tax repeal ends up being tenporary and the estate tax is revived in
anot her tax bill

Al so, he warned, states could nmove to raise their own tax rates "to soak
up sone of the estate tax revenue the |IRS abandoned. " If this happens,
the proceeds fromthe policy could be needed to cover state as opposed
to federal estate tax.

If a client insists on surrendering, Magner suggests requiring a signed
wai ver letter alerting themto the potential tax consequences and
underwriting issues involved with re-acquiring coverage at a |l ater date.
"OfF course, if the estate tax is sunsetted over a period of say 10
years, we shouldn't despair because we'll be able to sell nore
decreasing termpolicies than we've ever sold before!" he added.

If the estate tax is "nmerely" refornmed rather than repealed, there are
ot her defensive planning strategies to consider

"Sonme clients who skimthe headlines might think their estate tax
exposure has just been elimnated because of a substantial increase of
the exenption. New clients mght be |ike deer caught in the headlights,
unsure of exactly what to do.

The solution is to be able to quickly re-run their estate liquidity
nunbers under the new rules. Very often there will still be a need for
estate liquidity life insurance, he advised.

"The sooner we cone to grips with the fact that we are in a tax-
dependent environnent, the better off we will be. One of the nopst

ef fective things you can add to your business plan in these tines of

| egi slative turbulence is an effective client/advisor/policyowner
conmuni cati on strategy, because all of these folks read the same things
we read, and watch the sanme news prograns we watch," he advised.



"Don't panic, but be prepared to address tonorrow s concerns today.

| nsurance Ti meS: Two Years Later, Insurbanc Still Waiting For OK
July 4, 2000, Vol. Xl X No. 14

by Mark Hol | mer
| nsur anceTi nes

It could be independent agents' ultimte weapon agai nst banks seeking to
pry away their business.

But InsurBanc is still a long way from opening day - nearly two years
after officials filed the bank's initial federal charter application.

M chael Herlihy, the bank's president and chief executive officer since
Noverber, recently revised the June 2000 | aunch date he predicted |ast
December. He now hopes the big day will happen sonetime this fall

"It's taken | onger than expected," Herlihy acknow edged during a recent
phone interview fromhis Connecticut hone and office.

Cauti ous Regul ators

A long approval process and cautious regulators have contributed to nuch
of the delay, said both Herlihy and Needham Mass. independent agent

Ri chard Davis , who will becone |nsurBanc's chairmn of the board once
it opens.

"Most of the remining issues revolve around the rel ationship

bet ween t he bank, the (independent) agents, and the custoners, fromthe
per spective of enforcing consumer and banking regul ati ons," Herlihy

sai d.

Added Davis: "It has been a deliberate process because the (banking)
regul ators thensel ves are in uncharted water in a variety of these

i nsurance industry applications...."

The initial idea for the bank first appeared several years ago, when
some || AA | eaders began seeki ng ways to nake associ ation nmenbers nore
conpetitive in the changing financial services marketplace.

Recent banki ng and i nsurance deregul ation now allows both industries to
dip into each other's businesses. And as those changes cane to fruition
a nunber of banks purchased or entered into alliances with insurance
conpani es or agencies. Meanwhile, |IAA menbers such as Davis - president
of Provider Insurance Group - pushed for a new association-affiliated
bank so that agents could offer better and broader financial products.
In 1996, the Il AA backed up its commitnment with an investnent of $1.5
mllion in seed money. WR. Berkley Co., a regional insurance hol ding
conpany, contributed $13 mllion in start-up capital

Peyton Street |ndependent Financial Services Corp. is the bank's owner
and hol di ng conpany, which is |listed through one of Berkley's
subsi di ari es. The hol di ng conmpany name comes fromthe address of |IAA
headquarters which is on South Peyton Street in Al exandria, Va. Berkley
and the I AA are the hol ding company's primary sharehol ders.

I nsurBanc's organi zers submitted their original federal charter
application back in Septenber 1998 to the Ofice of Thrift Supervision
and the Federal Deposit |nsurance Corporation.

Fromthat point, the approval process becane | engthy. Typically,

regul ators issue initial coments and questions on a bank busi ness pl an
and officials with the proposed bank give their response. This process



repeats itself indefinitely.

At sone point, regulators determne that the application is conplete,
"generally with conditions," Davis said during a recent Boston Chapter
CPCU soci ety lunch neeting.

An applicant then has four nonths to address those conditions. "If you
don't," Davis said, "they have a right to rescind" your application
Both Davis and Herlihy say that InsurBanc's application isn't taking any
| onger than other insurance-rel ated bank applications.

"I'f you're an insurance entity | ooking to be in banking," he said,
"banki ng regul ators have been a | ot nore deliberate in approving your
application, principally because it's newto them.."

But "if you were a group of bankers looking to forma traditional bank
charter, your tineline to get approval," he said, "might be shorter.”
Davi s al so said that each insurance-rel ated bank application has a

uni que business plan that forces bank regulators to take nore tine
because they're "figuring out what's going to be satisfactory regulation
to them"

Herli hy agreed.

"This length of time is not unusual," he said.

Davis and Herlihy said they can't talk yet about specific concerns the
OTS wants addressed because the agency hasn't signed off on their
proposal s.

Herlihy -- speaking generally -- said the OIS is worried about
"conpl i ance" issues.

"The OIS needs to be confortable with the nethodol ogy by which the bank
is going to educate, assist and enforce the various consuner |aws that
are necessary to be followed in the | ending process."

I nsurBanc, he said, "is in the process of addressing those concerns.”
The bank woul d gain its custoners through i ndependent agent referrals,
Herli hy said, "whether they be consuner clients or business clients."
Agents woul d becone nore involved in the application process for sone

nortgage products. This process, Herlihy said, is still being worked
out .

W Iliam Ful wi der, OTS spokesperson, said he couldn't talk specifically
about the InsurBanc application because it's still pending.

But Ful wi der did address the application process in general

He agreed that regulators are taking nore tine with insurance-rel ated
bank applications because they' ve only been allowed in the last few
years.

"There were a nunber of issues that we had not dealt with in the past
such as cross-narketing and the interrelation of subsidiaries of these
institutions. W wanted to be sure that if we approved them we had a
good handl e on the operations (as far as) how they would be carried

out," he said.
"I'n every case we did with themon a case-hy-case basis and we still do
that."

Take Longer

I nsurance-rel ated bank charter applications take |onger, he said,
because of "the conplexity and the exchange of information.

"I'f you have an application fromfornmer officials of a thrift or bank
who go together and want to organize a brand-new thrift in a

conmunity that is now under-served because of consolidation, they know
t he business, they get the capital together, they understand the needs
of the community (and) that generally would take less tine."

Ful wi der said the OIS has received nore than 30 insurance-rel ated
applications to charter a bank since new | aws opened up the process a



few years ago

Most have since been approved and only seven applications are stil
pendi ng, he said.

VWiile Il AA waits, another insurance trade organization is celebrating
the birth of its bank

Last nonth, Assurance Partners Bank finally opened for business in
subur ban I ndi anapolis two years after its application for a federa
banki ng charter was first filed.

Its origins, like InsurBanc's, also stemfroma trade association -- The
Nati onal Association of Miutual |nsurance Companies. NAM C wanted to
create a bank to provide banking products and services to menber

i nsurance conpani es and their custoners, enployees and agents.
Assurance Partners' initial application for a federal banking charter
was filed in June 1998 and it received careful scrutiny, said David
Fronek, Assurance Partner's new president and chief executive officer
The OTS granted the bank's charter in February, but the FDIC didn't

approve its deposit insurance application until June 6. - two years to
the nmonth fromthe initial application. Assurance Partners is fueled by
$12.5 million in start-up funding and nore than 260 investors - al

NAM C menber s.

For the npbst part, independent insurance agents who sign up with

Assurance will refer customers to the bank, Fronek said. Their work will

be suppl emented, he said, by "certain conpanies who have their own

di stribution systemor captive agents."

Regul ators took tine with the application, Fronek said, because they

were concerned about the role an insurance agent "was going to play and

how t he agent was going to be trained to deliver products and what

control the banks had" over an independent agent's professional conduct

relating to the bank.

According to Fronek, regulators still have sone of these concerns, but

the bank cane up with an agreenent that attenpts to address the matter.

"W have an agreenent that defines the roles and responsibilities of the

col | eagues that we work with and the agents referring business to us,

and our bank's roles and responsibilities,"” he said.

Everyone involved, he said, has signed the agreenent and regul ators have

al so approved it.

But at the sane tine, Fronek said, he believes regulators aren't sure

how they're going to enforce the policy's they've approved.

"It's still a regulatory issue," he said. "...How do we know what an

agent says or does in conjunction with making that referral ?"

Fronek said he expects regulators to "do a certain anpunt of follow up
to see how well people followthe |egal requirenents.”

At | east Assurance Partners is open for business. InsurBanc is stil

waiting to reach that point. Davis hopes that day conmes soon.

"W would like to see this happen very quickly," Davis said.

But in the face of a detailed regulatory process, Davis said "it's hard

to put words as to when it will be done."

| nsurance Ti meS: E-Signatures Pronise To Quickly Transform Paper -

Bur dened | nsurance Transacti ons
July 4, 2000, Vol. XIX No. 14

Experts see codes, letters, even thunb prints as future 'John Hancocks



by Mark Hol | mer
| nsur anceTi nes

Get ready for "Put your John Hancock on a John Hancock" to have a whol e
new meani ng.

Last nonth, Congress approved "The MIlenniumDigital Commerce Act" -
historic legislation that | egalizes the use of electronic signatures and
t he exchange of digital documents on the Internet during business
transacti ons.

At the very least, the new | aw redefi nes John Hancock Fi nanci al

Services' old 1973-74 advertising slogan, which ran when the notion of

el ectroni c signatures was purely science fiction.

The "John Hancock" signature of the future could becone nunbers arranged
in a unique code or letters; even a retina or thunb-print scan

The new |l aw i s expected to hel p business in general grow on the web in
the com ng nonths and years.

But the insurance industry in particular will likely see sone nmjor
changes. Signhatures have only been | egal on paper until now, which has
[imted the types of insurance products you can purchase on |ine.

An el ectronic signature nakes it possible, in theory, for an entire
policy to be sold or purchased on the web. It will even be legal to
distribute related i nsurance policy docunments on the Internet,
elimnating the need for conpanies to assenbl e heavy paper policies for
custoners who choose to go the electronic route.

Sone conpani es began planning for electronic signatures |ong before |ast
nont h' s nonent ous congressi onal approval .

Mar ci a Robi nson, director of e-business for John Hancock, says conpany
officials started preparing for the changes at |east two years ago, and
weren't surprised by the sweeping | egislation

"We've actually been hoping this would pass (and) dovet ai

nicely with sone new things we're going to be launching in the fall,"
she sai d.

Still, consuners and the insurance industry won't be seeing far-reaching
changes right away - insiders say -- where customers can suddenly
abandon paper and use code nunbers, random words or an eye scan to
"sign" agreenents on the web.

"I don't think we'll eliminate the paper industry,” Robinson said.

Rat her, insurance professionals predict electronic-signatures wll
beconme anot her tool to use while conducting business deals by appealing
to nore technol ogy-savvy custoners.

Support for the electronic signature within the insurance industry seens
wi despread, but there are some difference perspectives as to how the new
law wi Il affect the market.

Change Gradually

The el ectroni c-signature portion of the | aw becones active in Cctober.
Digital or electronic records-reformkicks in 90 days after that.

The national law follows smaller-scale digital-reformlegislation by
about 17 states. It is intended to conpl enent those states' efforts but
al so preenpt state-level differences by requiring uniform standards.
According to the new | aw, busi nesses and consuners w |l have the option
of buying insurance products electronically. The bill will also allow

i nsurance conpanies to distribute policy information to consumers via

t he web, should they request it.

Ri ght now, insurance custoners can get a quote or order a policy on the
Internet. But the deal isn't finished until the agent or conpany has the



client's paper signature, submtted either in person, through a fax or

"snail nmail" correspondence. Policy infornmation nmust also be mailed on
paper .
For that reason alone, electronic signature and records reformw |l help

stream i ne process of selling insurance, said Christopher Rowe, the
assi stant vice president for governnent and industry affairs for
Fireman's Fund Insurance Co. in Washington, D.C

"A customer will be able to receive their policy online and either save
it in conmputer or print it out. The transaction will begin and end
conpletely online," Rowe said. "Froma business standpoint there's a
cost savings (through) having a transaction occur in a paperless
fashion. "

Sone in the industry say that conpanies waiting to junp into electronic
conmmerce will accelerate their efforts now that there is a unified

nati onal law for both electronic signatures and digital docunments.

Q hers argue that the shift from paper-based to el ectronic comerce wll
be gradual

"The inmpact is nore long-termthan i mredi ate, sinply because el ectronic
commerce is still an evolving neans of doing business, and | think the
i ndustry is evolving right along with it," said Ken Schl onan,

Washi ngton D. C. -based attorney for the Alliance of American Insurers.
On the other hand, sone conpanies will reap i mediate benefits because
they're already doing business electronically, said Patrick Watts, the
AAl's assistant vice president of tax, |aw and cl ai ns.

"Now they don't have to worry if electronic signature procedures neet
various laws," he said. "They will be OK as insurers. (Wth) the

expanded el ectronic comerce law, they will be certain their contracts
are valid fromstate to state because of the" uniformlaw
Robi nson adds that insurance conpani es and consumers will both benefit

fromthe section of the new law that allows electronic distribution of
rel ated i nsurance policy docunments. That's because right now, policy
docunents and manual s nust be nailed on paper

"It's something that becones a nice piece of relief for us (we're)
continually mailing things to the customer (so) this just provides a
nore stream ined way to do business."

Leo Fredette, technol ogy consultant for the Massachusetts Association of
| ndependent Agents, said the electronic signature legislationis "long
over due.

"The signature issue has been on the table for such a | ong period of
time Most agents have only had a web site presence out there for

three years at nobst. And you figure within the |ast year-and-a-half, the
di gital signature conponent has been out there and nothi ng has
occurred.”

Thunmb print, an X or code could be signature of future

So what's a new el ectronic signature going to | ook |ike?

Congress left it up to the private sector to decide what electronic
signatures will be devel oped and accepted as standards for each

i ndustry.

I nsurance industry insiders envision a number of options.

A "signature" could becone a phrase, a conbination of nunbers or
letters, a thunb print, retina scan, or a nore traditional computer
using a special pen that "writes" on the screen, said Watts of the AAl.

Fredette said companies will likely work with web vendors such as
VeriSign to obtain a digital signature customers can use.

"As | understand it you'll go to their web site and apply for a
digital signature. You will receive a certificate with a digita

signature encl osed (and) through encryption, you know have this



any time you place this certificate slash on any docurent.

The signature, Fredette said, would be downl oadabl e software on a

di skette, a key of sorts that becomes a customer's signature or nark.
An insurance conmpany would then visit web site to verify the | anguage
and identity on the key.

Over at John Hancock, Robinson said her conmpany is |ooking at "many"

el ectronic signature devices to help sell termlife insurance on |ine.
She woul dn't say which devices the conpany favors right now, but said
they' d probably accept or use nore than one.

Anmong her options: A stylist-pen/digital signature sinmlar to what
custonmers use to sign for Federal Express-packages, or a character or

| etter-based code.

The conpany wi |l probably stagger its |aunch of the technol ogy
gradual |y, she said, to see which electronic signature customers are
nost confortable with and al so support the nmost vol une.

Even so, the use of electronic signature won't conpletely change how
John Hancock sells its termlife insurance on I|ine.

Ri ght now, customers can order their policies on |line but must conplete
face-to-face medical tests after which they'd sign their policies.

A digital signature would allow custoners to obtain conditional approva

on line for their life insurance policies, but they'd still be required
to conplete a face-to-face nedical checkup

As Robi nson has said, the addition of electronic signatures will hardly
nmean the death of paper. Customers will still have the choice to

purchase and naintain insurance policies the traditional way.

And consi der that technology hasn't quite caught up yet to the new
federal law allowi ng electronic signatures.

Bef ore that happens, Fredette said, businesses need to consider severa
crucial issues: using a cost-effective digital signature system and
finding the best systemfor both the insurance conpany and the customer.
Still, according to Watts, many agenci es and conpani es are already
enbracing I nternet commerce and the new law will only accelerate the
process.

It will be inmportant, he said, for insurance conpanies to maintain both
tradi tional and technol ogy-friendly business practices.

"Those conpani es that want to survive will have a strategy to deal with
el ectronic commerce," he said. "Certainly it's not going to be the sole
means of distribution but (it will be) an increasingly inmportant neans
of distribution."

Robi nson, |ike others in the insurance industry, said she | ooks forward
to using digital signatures to conduct business because it will allow
John Hancock to increase its online products and inprove efficiency.
And she even | ooks ahead to the possible time when paper is no | onger
needed to sell insurance policies.

"That woul d be nice."

| nsurance Ti NBS: Cogswel | Slated To Head Conn. Depart ment
July 4, 2000, Vol. XI X No. 14

by Mark Hol | mer
| nsur anceTi nes

HARTFORD - As chief of staff, Susan Cogswell worked closely with forner
Connecticut Insurance Conm ssi oner CGeorge Reider Jr. on every ngjor



i ssue facing the industry.

But Reider, 59, left his job in early May to teach coll ege. Now Cogswel
has been named to replace him

On June 22, Gov. John G Row and appoi nted Cogswell as the state's next
i nsurance comni ssioner. Reider served in the job for five years, and
Cogswel I, 47, was his chief of staff for half that tine.

Wth nore than 25 years of experience working in both the banking an

i nsurance industries, Cogswell says she's nmore than ready for her new
role.

"Certainly the experience |'ve had here in the department..., coupled
with ny experience in both banking and insurance gives ne the know edge
and understanding to be able to do the job," she said.

She's already gotten positive reaction fromthe Anerican |nsurance
Associ ati on.

"There are several inportant insurance issues that are facing the state
of Connecticut. Al A looks forward to working with Conm ssi oner Cogswel |
who seens wel | -suited by her experience for this task," said Suzanne
Bunp, the AlIA's assistant vice president, northeast region.

Cogswel | is finishing up her ninth year as a city councilor in
Torrington, where she lives with her husband and 15-year-old son
(She'l'l resign to focus on her new job.) That public service background

is also useful for the job, she said, because it "has also given ne a
weal th of experience in dealing with constituent issues."

Cogswel I 's career highlights include seven years with Chase Manhattan
Bank, culmnating her job there as second vice president in nunicipa
finance.

She al so worked with Travel ers Indemity Corp. in their surety division
after which she was an independent surety consultant. Before joining the
Connecticut Insurance Departnent, Cogswell was vice president of

Wbodl and Brokers Ltd., a wholly owned surety subsidiary of the old
Covenant Mt ual

She joined the Connecticut Insurance Departnent in 1995 as a custoner
servi ce manager and becane chief of staff two years later

Cogswel I said Insurance Departnent won't see any dramatic policy changes
"at this time," and said she'll deal with some of the sane conti nuing

i ssues Rei der did.

"The insurance industry is seeing a significant anount of change," she
sai d.

Those changes are conming in part, she said, fromthe federal G amm
Leach-Bliley Act, which lets security and insurance conpani es and banks
ner ge.

But "there's al so changes being sparked by sinple market forces," she
said, including "the desire for insurance conmpanies to conpete with
other financial institutions.

"Therefore insurance regul ators are being | ooked at to do their job nore
efficiently. And to allow those insurance conpanies to conpete nore
effectively, we here at the departnent will be working closely on those
i ssues, along with other conmm ssioners around the country through the
Nat i onal Association of |nsurance Conmi ssioners.

"But with all the changes," she said, "we still have to | ook at
protecting our consuners here in Connecticut."

But as federal standardization of the industry continues to gain a

foot hol d, Cogswell said, state regulation rmust continue, but also evolve
with the tines.

"W have in place sone highly competent regul ators who are al

ready to |l ook after the consumers,"” she said. "But | also recognize that
the systemis going to have to change. There is going to have to be nore



uniformty and conformty to allow the regulation of insurance to be
nore efficient.”

Cogswel | said she also plans to continue Reider's push to educate
consuners about heal th insurance.

"There is a great deal of need for educating the consuner people
need to understand it fully, (and) understand their rights under the
current contract..."

Cogswel I al so becomes the state's first femal e i nsurance conmi ssi oner
But that fact isn't as big a deal to her as the job ahead.

"I"'mjust very proud to be comm ssioner of insurance in the state of
Connecticut (and will) do the best job | can..."

Cogswell will have the title of "interimconmm ssioner" until she's
confirmed by the State legislature, which resunes its session in
January.

| nsurance Ti meS: WEI SS REPORTS
July 4, 2000, Vol. XX No. 14

L&H insurers' net profits bounced back in '99
Group health busi ness sustains heavy | osses

The nation's life and health insurers enjoyed a 15.4% i ncrease in
overall net profits in 1999, indicating that the 1998 profit decline was
a tenporary interruption in a five-year upward trend, according to a
recent study by Weiss Ratings, Inc., an independent provider of

i nsurance conpany ratings and anal yses.

Nearly all product lines were in synch with the general trend including
individual life (up from$6.1 billion to $7.4 billion), individua
annuity (from$4.4 billion to $5.3 billion), group life (from$1l.1
billion to $1.6 billion), and group annuity (from$3.6 billion to $3.9
billion).

The only maj or exception was group health which ranked as the weakest
sector for the second year in a rowwth a $555.7 nmillion loss in 1999
and a $148.3 million loss in 1998.

Life insurers posting group health | osses include: Prudential Insurance
Conmpany of America (N.J.), with a loss of $522 nillion on $2.6 billion
of group health prem unms; General and Col ogne Life Rei nsurance Conpany
of America (Conn.), with a $133 mllion |loss on $231 mllion of

prem uns; and Enpl oyers Life Insurance Conpany of Wausau (Ws.), with a
$52 million loss on $215 mllion of prem uns.

"Al though the overall industry is doing quite well, conpanies w th group
heal t h busi ness continue to be plagued with the sanme problenms that are
wi despread in the nmanaged care industry,"” comented Martin Wiss Ph.D.
chairman of Wiss Ratings, Inc. "As a result, consuners shoul d expect to
see increased health insurance prem unms, nore nergers, changes in

enpl oyer offerings, and changes in product design."

Junk Bond Hol di ngs

The doubl e-digit annual growth of life insurers' junk bond hol di ngs
slowed to nine percent during 1999, conpared to an average annual rate
of 18.4% since 1996. At Decenber 31, 1999, junk bond hol di ngs totaled
$102.6 billion versus $94.3 billion at Decenmber 31, 1998. As a result,
insurers held 40.4 cents in junk bonds per dollar of capital, up



slightly from39.8 cents in 1998.

CMOs and Derivative Instruments

Hol di ngs of collateralized nortgage obligations (CMXs) and ot her asset-
backed securities increased a nodest 2.8%in 1999, from $377 billion to
$387 billion, remaining at approxi mately 20% of total invested assets.
However, the riskiest types of CMOs, defined by the National Association
of I nsurance Conmi ssioners as nulti-class, non-defined, nortgage- and
asset - backed securities, increased 19.6% from$103 billion in 1998 to
$123 billion at Decenber 31, 1999.

"Wth the Federal Reserve raising interest rates to their highest |evels
since 1991 in an attenpt to slow down the econony, |arge hol di ngs of
junk bonds and high-risk derivatives could signal problems for sone
conpani es, " coment ed Wi ss.

Derivative instruments including such investnents as options, futures,

and swaps totaled $3.4 billion in 1999, representing | ess than one
percent of total invested assets. Although this was a 43% i ncrease over
the 1998 level of $2.4 billion, as a portion of invested assets it

renmni ned | ow.

Upgr ades and Downgr ades

Anmong the 1,287 conpany ratings reviewed by Wiss, 27 conpani es were
upgraded and 43 were downgraded fromthe previous quarter's review.

Not abl e upgrades include: Cova Financial Services Life Insurance Conpany
fromD+ to C.; SunAnerica Life Insurance Conpany (Ariz.) fromC+ to B-
; Penn Mutual Life Insurance Conmpany (Pa.) fromC+ to B-

Not abl e downgrades i nclude: Peoples Benefit Life Insurance Conpany
(lowa) fromB- to C+ ; United Famly Life Insurance Conpany (Ga.) from
B- to C+ ; -- Park Avenue Life Insurance Conmpany (Del.) fromB to C+.
The Call 1-800-289-9222 or visit the Wiss Ratings web site at

WWW. Wei ssrat i ngs.com

| nsurance Ti MBS: Hartford Life Merger
July 4, 2000, Vol. XX No. 14

HARTFORD - The Hartford Financial Services Group Inc. has conpleted the
merger of Hartford Life, Inc. As a result of the nerger, Hartford Life
is now a wholly owned subsidiary of The Hartford and will constitute its
wor | dwi de |ife operations.

Al Hartford Life stockhol ders whose shares of Hartford Life Class A

Conmon St ock were not purchased in the tender offer will receive the
same $50.50 per share in cash. Hartford Life stockhol ders who did not
tender their shares will receive materials advising them of the merger

and paynent process shortly.

| nsurance Ti MES: Directory of Enployment Agencies and Pl acement Firns
July 4, 2000, Vol. XIX No. 14

AM NEX Corp. (Anerican |Insurance Executives)
148 State Street, Suite 405, Boston MA 02109
(617) 248-6883; FAX (617) 248-8650



393 Merrick Avenue, Suite 127, Merrick, NY 11566

(516) 485-4028; FAX (516) 485-4235

Veb: www. am nex. com E- Mai | : am nex@ heci a. net

Contact: Richard Tol strup, partner; Lisa Lepore, partner

Lou Sinks, partner; Christopher Gruce, account manager; Caro

LaRocque, account nanager; Marcy Canpbell, account manager

Territory: National and regiona

Servicing: Al facets of the insurance industry

Partners Richard Tol strup, Lou Sinks and Lisa Lepore have over 10 years
each of insurance search experience. Christopher Guce joined the firm
in 1996 as a specialist in clains recruitnent. Carol LaRocque was hired
in 1999 in our New York office, specializing in enployee benefits
recruitment. AMNEX is the exclusive Massachusetts representative of
INS (I nsurance National Search) and is also a nmenber of N RA (Nationa

I nsurance Recruiters Association), the two nmgjor insurance recruiting
organi zations in the country. Satisfied clients cite the quality and

t hor oughness of our consulting services, which include retai ned and
conti ngency searches on a |local, regional and national basis.

CAREERS UNLI M TED, | NC.

I nsurance & Information Technol ogy Pl acenment

560 Jefferson Blvd., Suite 205, Warwi ck, Rl 02886

(401) 736-8880; (800) 553-H RE (4473); FAX (401) 736-

8882; e-mil: jobsd4u@ds. net

Territory: R, MA CT

Servicing: Agencies and conpani es

Contact: Arlette, Eileen, Mria

Enpl oyers receive: Exclusive 1l-year guarantee, the ONLY one in the
country, human resource services included, and choice of fee options.
Candi dat es receive: Resunme preparation, salary analysis, interview
assi stance, career counseling. No fees. Fax or call us 24 hrs a day!
Execusour ce

162 Boyl ston St., Suite 61 RR1 Box 70A

Boston, MA 02116 Thetford Center, VT 05075
(800) 903-9328; FAX (800) 440-5483

E-mai |l : | aura@ nsurancerecruiter.com

Internet: www. insurancerecruiter.com

Contact: Laura F. Corcoran, Owner

Territory: MA, NH, R, CT, Mg NY, VT

Servicing: Property and Casualty conpani es and agencies, risk
managenent, self-insured conpanies, law firms, TPAs, and nanaged care
conpani es. A direct search firmspecializing in high level technical and
manageri al positions in the insurance industry. Best known for placenent
of clainms, loss control, nurse case managenment and CSR positions. dient
conpani es assune fees. Confidential service, private lines for after
hours nessages. Flexible appointnents avail abl e.

I nsurance Overl oad Systens

160 State St., 6th Fl., Boston, MA 02109

35 Pinelawmn Rd., Melville, NY 11747

150 Trunbull St., Hartford, CT 06103

234 Hudson Ave., Al bany, NY 12210

Call (800) 822-5218 for the location nearest you.

Contact: Amy Averback

Territory: New Engl and

Servicing: P/C and L/H conpani es and agencies, self insureds, risk
managenent, TPAs, MZAs and | aw firns.



Established in 1983. The largest (62 offices) national tenporary agency
specializing in all areas of technical and support insurance personnel.
Candi dates are screened, tested and fully insured. W provide benefits
and have an easy, affordable Tenp to Hire program |SO 9002 Certified.

I nsurance Staffing group

50 Salem St., Lynnfield, MA 01940

(800) 601-1113; FAX (800) 601-1114

www. i nsur ancest af fi ng. com

Contacts: Annis Legrow (AM.), Jann Browni ng (JKB),

Chris Van Curan (CDV), Marianne Wonka (MEW, Mary

Copel and ( MBC) ... @nsurancestaffing.com

Territory: National Recruiting: Property & Casualty, Life, A&H,

Enpl oyee Benefits, Managed Care

Servicing: |Insurance Conpani es, Agents and Brokers, TPAs, MAAs,

Rei nsurance, Risk Managenent, |nsurance Autonation

Suppliers

Executive Search Division: Nationw de searches for high |evel insurance
and financial services talent; Cains and General Staffing Division:
Recruiting for all skill levels, both permanent and tenporary;

Qut sourci ng/ Consul ting Division: Accepting specialty insurance projects
and assignnments on or off site.

The nost insurance experience of any staffing team

Martin Grant associates, Inc.

65 Franklin Street, Boston, MA 02110

(617) 357-5380; FAX (617) 482-6581

E-mail: martingrant @msn. com

Contact: Barry Davis, CPC, Diana Gazzol o, CPC
Juliet Kelsey, CPC

Territory: New Engl and

Servicing: P/C and L/H conpani es and agenci es, risk

management, self insureds, TPAs and nmanaged care
Di scover the experience of taking control of your career path with
Martin Grant Associates, Inc., |life menbers of the Massachusetts and

Nati onal Associ ations of Personnel Services. W are the only insurance
pl acenent firmwhere all consultants have attained the Certified
Personnel Consultant (CPC) designation. Qur experience with successfully
pl aced candi dates and satisfied client conpanies is what our 36 year
history is based on. W are New Engl and's ol dest performance based team
who believe in the personal touch rather than volune. Qur client

conpani es assune all fees.

Prestige Placenment Consultants

25 Storey Ave., PMB #330, Newburyport, MA 01950

(978) 462-5037; FAX (978) 462-2897

Web: www. presti gepl acenent . baweb. com

E-mai | : | NSPLACEMI@\OL. COM

Contact: Jill Heal ey, President

Territory: Geater Boston, its suburbs, the North Shore, and in

Fact all of MA & NH.

Servicing: Insurance Agenci es and Conpani es

Best known for our quick response to requests for CSRs, Account
Executives and I nsurance Managers. Cient conpani es assune fees.

Provi di ng i nsurance positions for insurance professionals throughout NMA
and NH. Now cel ebrating our 30th year. Unlike our conpetitors....WE ARE
NOT RECRUI TERS. Experience the difference that a caring team can nake.



Call us. Your confidentiality is assured.

| nsurance Ti mesS: Former NY Life Exec Accuses Insurer OF Racketeering
July 4, 2000, Vol. Xl X No. 14

PH LADELPHI A (AP) - A former vice president of New York Life |Insurance
Co. has filed a racketeering lawsuit on behalf of tens of thousands of
enpl oyees and agents whose pension and 401(k) plans were allegedly used
as "seed noney'' for New York Life's nmutual fund business.

James A. Mehling, of Buckingham claims in the federal class-action suit
that he was fired in March 1999 when New York Life executives feared he
woul d bl ow t he whistle on an "ongoi ng fraudul ent schenme of self-dealing
and breach of trust."'

The suit seeks unspecified damages, but plaintiffs attorneys said it
could run into the hundreds of mllions of dollars.

New York Life officials strongly denied the allegations, saying they
were made by a disgruntled former enployee and a law firm seeking to
"extract noney from a deep-pocket defendant.'

"We are absolutely outraged by this suit,'' spokesman WIIiam Werfel man
said. "The charges are unfounded and we intend to denonstrate their
weakness in court.'’

The question of whether financial services conpanies should invest
retirement noney in their own products is not new. Federal |aw allows
the practice, but only if the decision is made to benefit enpl oyees.
Two simlar |lawsuits are pending, one against First Union Corp. and the
ot her agai nst SBC Conmuni cations. Plaintiffs in those cases are al so
represented by Sprenger & Lang, the firmrepresenting Mehling.

Mehl i ng, now busi ness manager for a small commodities trading firmin
Princeton, N J., contends that New York Life raided hundreds of nillions
fromtwo pension plans - one for enpl oyees, another for agents - to
begin MainStay Institutional Funds al nost a decade ago.

New York Life created additional MiinStay funds in 1994 and 1995, this
time using assets fromthe pension plans and enpl oyee 401(k) plans to
build themup, according to the suit.

Today, the pension and 401(k) plans account for half of the assets in
the MainStay funds, the suit said.

"Sinmply put, wthout the captive assets of the plans, the poorly
perform ng MainStay institutional funds would collapse,'' the suit said.
"It's a clear case of self-dealing,'' said Jennifer C. Jaff, an attorney
wi th Sprenger & Lang.

The suit said that institutional nutual funds are an ~“entirely

i nappropriate'' formof investment for a |arge pension or 401(k) plan
whi ch can obtain professional noney managenent services for a fraction
of the cost of the | east expensive nutual fund.

As a result, the plans incurred tens of millions of dollars in needless
expenses, the suit said.

The pension plans have conbi ned assets of $3 billion, of which $1.75
billion is invested in MainStay funds. Two in-house 401(k) plans have
conbi ned assets of $1.1 billion, half of which is invested in MinStay,
according to the suit.

St ephen Saxon of the Groom Law Group, which represents New York Life,
said the noney in the pension plans was al ready bei ng managed i n-house.
Exi sting pension accounts were registered as nutual funds to save noney



on expenses, he said.

Saxon al so pointed out that the perfornmance of MainStay funds is in |ine
with their peers in the industry. For exanple, the two pension plans
returned 12.5 and 13.7 percent |ast year, conpared with the 9.8 percent

i ndustry average.

Further, the plans have a $900 million surplus, and New York Life
guar ant ees pension benefits based on years of service, said Wrfel man,

t he conpany spokesman.

Court docunents claimthat Senior Vice President Jefferson C. Boyce, who
fired Mehling, and other high-Ievel conpany executives had a "specia
conpensati on package'' tied to MainStay's financial success.

The conpany allegedly told Mehling he was dism ssed for insubordination
stemming froman e-mail critical of high-level company executives.

But only a few days before he was fired, the suit said, New York Life
Chai rman and Chi ef Executive Seymour Sternberg wote Mehling praising
his performance and inform ng himthat he woul d be receiving anot her
raise.

Werfel man said he could not comment on the reasons for Mehling's

di smissal but that there was "no doubt in the mind of managenent'' t hat
it was necessary.

In an interview, Mehling said the firing has nade it inmpossible to find
a simlar job.

“"I"'mnot able to obtain enploynent as a portfolio manager. New York Life
bl ackbal l ed me fromthe industry,'' he said.

Mehling originally filed a wongful termi nation suit |ast October. The
class action replaces that suit.

| nsurance Ti mMeS: Anmerican General Life To Repay $206 MIlion In Race
Di scrim nation Case
July 4, 2000, Vol. XX No. 14

TALLAHASSEE (AP) - One of Anerica's biggest |ife insurance conpani es has
agreed to pay $206 mllion to settle allegations it overcharged nmillions
of nmostly poor, black custoners for burial insurance because of their
race.

Ameri can General Life and Accident Insurance Co., based in Nashville,
Tennessee, settled after being hit with a federal class-action |awsuit
and bei ng threatened by sanctions fromstate insurance comm Ssi oners.
Under the settlement, Anerican General will also pay $2 million to the
NAACP and $7.5 million in penalties to several states.

In Florida, which has the nost policyhol ders, |nsurance Conmi ssioner

Bill Nelson said several insurance compani es now owned by Anmerican
CGeneral began discrininatory sales practices decades ago, nostly to
poor, uneducated blacks in the rural South.

Burial insurance hel ps pay for the policyholder's funeral and buri al

The American Ceneral policies were often for a thousand dollars or |ess.
Nel son said the conpani es owned by Anerican General were al so paying for
their other unfair practices, mainly collecting far nore noney in

prem uns than the policies were worth.

"It's tragic this discrimnation and exploitation occurred in the first
place,'' Nelson said. "But it's inconprehensible this practice occurred
up until just a few days ago.'

Ameri can General issued a statement saying it believes the settlement is
fair.



The conpany no | onger charges different rates for whites and bl acks, and
officials have said they weren't aware initially that the snaller
insurers it acquired had continued to collect higher premuns from

bl acks.

In all, holders of 9.1 mllion policies nationwide will be eligible for
sone type of relief. There are nore policies than custonmers because sone
peopl e bought nore than one policy.

| nsurance Ti mesS: Banknorth To Acquire Mass. |nsurance Agency
July 4, 2000, Vol. XX No. 14

PORTLAND, Me.- Banknorth Group Inc. has reached an agreenent to buy

t he Pal mer Goodel |l Insurance Agency Inc. in Springfield, Mass.,
expanding its products and services in western Massachusetts, the
conpany sai d.

Pal mer Goodel I Insurance Agency will be merged into Morse, Payson &

Noyes | nsurance, one of New England' s | argest independent insurance
agenci es, which Portl and-based Banknorth Group Inc. purchased in October
1997.

Pal mer Goodel | has annual revenues of nore than $75 nmillion, conpared to
nore than $180 million for Mrse, Payson & Noyes, officials said.
Fromits base in Springfield, Palnmer Goodell covers nuch the same area
as First Massachusetts Bank, which was created follow ng Banknorth's
acquisition of SIS Bank in Springfield and Fam |y Bank in Haverhill

I think this is a great new partner for our grow ng presence in the
New Engl and i nsurance market,'' said Janes J. Kilbride, chairman and

chi ef executive officer of Mrse, Payson & Noyes.

Pal mer Goodell is the latest acquisition by Banknorth,an $18.5 billion
hol di ng conpany, fornmerly known as Peopl es Heritage Financial G oup
Banknorth acqui red New Engl and Benefits in Sanford lin 1999 and Catal ano
I nsurance of Methuen, Mass., and A.D. Davis Insurance in North Conway,
N.H, both in 1998.

| nsurance Ti MBS: Securities Training Corporation
July 4, 2000, Vol. XI X No. 14

New Engl and 2000 Sunmer/Fall NASD Revi ew Cl ass Schedul e
Bost on, MA Revi ew Cl asses

SERI ES 7

June 12-16

July 10-14

August 7-11

Sept enber 11-15 Cct ober 16-20
Novenber 6-10

Decenber 11-15

SERI ES 6
June 7-8



July 5-6
August 9-10
Sept enber 6-7
Cct ober 11-12
Novenber 1-2
Decenber 13-

Series 24
July 5-6

Sept enber 5-6
Novenber 7-8

SERI ES 63/ 66
June 5
August 10
Cct ober 5
Decenber 7

SERI ES 9/ 10
July 18-19
Cct ober 24-25

SERI ES 65
June 6-7
August 8-9
Cct ober 3-4
Decenber 5-6

SERIES 7

2- WEEK EVENI NG REVI EW
July <5, 6, 8, 11,13
*Begi ns on Wednesday
Cctober 10, 12, 14, 17,19

W ndsor, CT Review Cl asses
SERI ES 7

July 17-21

Sept ember 18-22

November 13-17

SERI ES 6

July 19-20

Cct ober 4-5

November 15-16

Smithfield, R Review O asses
SERI ES 7

June 19-23

August 14-18

Cct ober 23-27

Decenber 4-8

SERI ES 6

June 21-22
August 16-17
Cct ober 25-26
Decenber 6-7



"Call us for your continuing education needs."

| nsurance Ti meS: Mass. Now Permits Conbination Policies
July 4, 2000, Vol. Xl X No. 14

BOSTON - CGovernor Paul Cellucci signed legislation earlier this year
reforming a law that previously prohibited life insurers from conbining
di fferent products into a single policy.

The new anendment kicked in on May 24 and is the first change to the
1896-era law in 35 years, according to the Legislature's Joint Conmittee
on | nsurance.

The Life Insurance Association of Massachusetts and sone of its menber
conpani es | obbied state legislators for the change, according to LI AM
Presi dent Andrew Cal amar e.

According to Cal amare, continued evolution of the financial services

i ndustry created a need for revision to the | aw

"We're continuing to see the need to put together high quality flexible,
i nnovati ve products,” he said. "Qur nenmbers tell us there is a denand
for these products that offer nultiple needs.”

The amendnent, according to a Division of Insurance bulletin, permts
conpani es to conbine a long-termcare insurance policy with a life

i nsurance product. The DO w Il review and approve any proposed product
conbi nati ons.

Any agents or brokers who sell the conbined product nust be licensed to
sell both life and health insurance. Insurers offering the package nust
al so be licensed to wite both products.

John Hancock Financial Services was anpng the conpanies that pushed to
amend the | aw. The conpany | aunched a new product - Revol ution Variable
Annuities - made possible in Massachusetts by the amendnent.

The product is an annuity with a "Care Solutions" rider, designed to be
a retirement savings plan that hel ps the policyholder with [ ong-term
care costs without using up retirenent savings.

A recent statew de task force concluded private | ong-term care insurance
pl us newer hybrid products are "vital" elements toward solving |ong-term
care costs, according to the insurance conmittee.

Agreenent close on lead paint bill in Rl

PROVI DENCE - State Senator Thomas |zzo and other Rhode I|sland | awrakers
have advanced a | ead paint abatement measure which is drawi ng sone
support frominsurance | obbyists. The latest version (S 2957) has been
passed by the Senate and awaits House acti on.

According to National Association of |Independent Insurers (NAII)

Associ ate Counsel GCerald Zi nrerman, "Although it's still not perfect,
the revised version of S 2957 includes several changes...that make a
maj or difference in the viability of the bill. W believe we can support

it inits current form"

The two key changes are | anguage dealing with property owners' affidavit
of property being | ead controlled and | anguage clarifying that coverage
for lead risks will be by endorsement only.

James Harrington, the American |nsurance Association (Al A) vice
president, said that Sen. 1zzo "has made significant inmprovenents in the
bill that will encourage the abatement of |ead hazards and provide



fairness and equity in any litigation resulting fromlead poisoning."
Al A indicated that one inportant inprovenent in the current version of
the bill concerns new criteria for determ ning | ead poi soning that are
consistent with nodel |egislation in Massachusetts.

Frank O Brien, New Engl and regi onal manager and counsel for the Alliance
of Anerican Insurers (AAl), called this version of the bill "nmuch nore
acceptabl e than prior versions because it uses a common | aw standard of
negl i gence and causation, a key insurance industry goal. The redraft

al so contains a quantifiable definition of |ead poisoning, which is
preferable."

Hancock wins suit over |obbying costs recovery

BOSTON - The Massachusetts Supreme Judicial Court rejected a bid by a
John Hancock policyholder to recover fromthe conmpany's board of
directors $4 million in costs brought on by a | obbying scandal

The Suprene Judicial Court |ast week upheld a | ower court decision that
"deferred to the business judgnent” of Hancock's board of directors in
the 1997 lawsuit filed by policyhol der Loretta Harhen

Har hen cl ai med the board of directors wongfully refused her demand to
recover the noney. She sued Stephen Brown, Hancock's chairman of the
board and chi ef executive officer, and others after a majority of the
board refused her demands.

The Appeals Court reversed the |lower court decision in 1999, and so the
Supreme Judicial Court took up the case in February.

The SJC sided with the | ower court because John Hancock's board of
directors "are entitled to the protection of the business judgnent rule
i n deciding whether to take action on a plaintiff's demand..."

The court also said Harhen's lawsuit "has failed to allege facts of bad
faith or that the board failed to investigate her demand."

Har hen sued because she said sone Hancock managenent, including "certain
directors and enpl oyees" were responsible for $4 nillion in court costs,
fines and | egal fees brought on by a Beacon Hill |obbying scandal in the
m d- 1990s. Consuner - advocat e attorney Jason Adkins hel ped spearhead the
| awsui t .

| nsurance Ti MBS: Cass Action Status Sought In Rl Suit Against Travelers
Over 'Betternent'
July 4, 2000, Vol. XI X No. 14

by Mark Hol | mer
| nsur anceTi nes

PROVI DENCE - A Rhode Island nman fighting Travel er's Property Casualty
over the policy of "betternment” is hoping to turn his battle into a
class action |lawsuit.

John Lancellotta said the auto i nsurance conpany unfairly used the
practice to deduct $51.25 fromrepair paynents for his Buick Skylark
followi ng a 1998 acci dent. Betternment happens when repairs place an
autonobile in better condition than it was before an accident.
Lancellotta - in his Providence Superior Court |awsuit -- says the
conpany shoul dn't have resorted to betternent because "there is no

| anguage in the (insurance) contract, nor is there any body of |aw that
allows the insurer to take betternent or depreciation when it elects to



repair."

When Travel ers chose to repair Lancellotta's car with parts "of |ike
kind and quality, " Lancellotta's |awsuit argues, the company elininated
consi derati on of betternent.

Lancel lotta is seeking class action status because the danages are
enough to merit solitary suits,"” said his attorney, Peter Wasylyk. A
class action suit would let other plaintiffs with simlar clains join
onto Lancellotta's suit.

Lancel lotta's is suing because Travelers clainmed it was entitled to a
$51. 25 of fset when mechanics replaced his old nuffler assenbly with a
new one. The conpany still paid $6,569 for the claim

Travel ers officials could not be reached for comment on the March 27

l awsui t .

But the conpany's attorneys filed a notion to dismss the lawsuit on My
22.

The conpany argues that such a deduction is allowed by law, and the
policy in question provides for betterment to be considered.

Travel ers argues the Lancellotta's policy limts its liability for |oss
to which ever is less: the cash value of the stolen or damaged property
or the "anpunt necessary to repair or replace the property with |ike
kind and quality."

In addition, Travelers argues that Lancellotta wasn't technically

i nsured by the conmpany at the time of the accident.

"(Lancellotta's) policy identifies 'The Phoeni x | nsurance Company as
(his insurer but) Phoenix, although affiliated with Travelers, is a

di stinct corporate entity and is separately licensed to do business in
Rhode Island," reads the nmotion for disnmissal. The policy was clearly
signed for and on behal f of Phoenix and not Travelers."

Lancel lotta wants the court to grant himthe class-action | awsuit; cover
damages and court costs for him as well as for anyone added to the
class-action lawsuit, including betternent/rel ated deductions - to be
satisfied by restitution plus interest. The suit al so seeks to stop
Travel ers from practicing betternent with its autonobile insurance
pol i ci es.

Wasyl yk said many other insurers also resort to betternment.

not

| nsurance Ti NBS: Arbella Likes Covenant Mbdel Of Enpowering Front Line
Agenci es
July 4, 2000, Vol. XI X No. 14

by Mark Hol | mer
| nsur anceTi nes

When John Donohue | ooked at Covenant |nsurance Co., he saw a conpany
from whi ch he could | earn.

"The Covenant business nodel gives a lot nore power to the front-1ine
agent," Donohue said in a recent Insurance Times interview

And that's one of the reasons why Arbella announced plans earlier this
year to buy the Connecticut-based conpany. Donohue, Arbella's chairman,
also cites the Covenant's solid book of business in two states as a
reason for the deal

But above that, Donohue said, |learning from Covenant's way of doing
business "will allow our agents to have nore power to better serve the
custoner, and nmake both the agent and Arbella nore efficient.”



Arbella's planned acqui sition of Covenant has al ready cleared one hurdle
and was on the verge of passing another early |ast week

The Massachusetts Division of |Insurance approved the agreement in April
and the Connecticut |nsurance Departnment held a hearing regarding the
pl an on June 15.

The Connecticut hearing went "very well," Donohue said, adding he
expected to hear if the plan gai ned approval by July 1.

Arbella wants approval to acquire all of The Covenant Goup's stock for
$16 million in cash, which is equal to Covenant's surplus as of Dec. 31
The deal conbines a |large and snmall conpany with simlar narkets.
Arbella Insurance Group includes three simlarly naned subsidiaries with
$600 million that provide private passenger auto insurance, honeowners
and personal |ines business; plus comrercial auto and packages, and

wor kers conpensation insurance in Massachusetts, Rhode |sland, New
Hanpshire and Vernont.

At about a tenth of the size, Waterbury-based Covenant G oup handl ed
about $60 million in total premumin 1999. Covenant handles primarily
honeowners and autonobil e insurance in both Connecticut and
Massachusetts.

What's nore, Donohue said, Covenant uses innovative approaches to handl e
its business.

Traditionally, an agent nust gain insurance conpany approval before
changi ng endorsenments or facilitating clainms payments. An agent inputs
requests on a customer's files and the conpany then revisits the sane
file as it's processed.

But with Covenant, Donohue said the agent is a nore efficient custoner
service representative because the conpany decentralizes its power by

gi ving agents nore responsibility.

"They take in information and it goes directly into the Covenant
conputer system It's only inputted once," he said.

Their agents can al so issue policies or endorsenents, settle sone
property damage clainms and i ssue checks to the custoners right fromthe
front office, wi thout having to go through the conpany.

Arbella's current business nodel is nmore of a hybrid, Donohue said,
where agents directly handle only sonme policy changes el ectronically.
Donohue cautions that the purchase is not an attenpt to alter the status
quo for independent agents.

"This is not any change in our approach to utilizing independent agents
in Massachusetts," he said. "This is an attenpt to nmake the partnership
bet ween us and the i ndependent agents nore effective.

Arbel |l a and Covenant are expected to nmintain separate staffs and
managenent teans, but Arbella's executive conmttee will replace
Covenant's board of directors, according to Connecticut testinmony filed
by Robert Medwi d, Arbella's chief financial officer

So is this the | ast conpany purchase by Arbella in the forseeable
future?

Donohue said yes, sort of.

"We are not actively | ooking for acquisitions, but we do want to grow in
our markets. If the right kind of acquisition cones along we will
definitely consider it," he said.

| nsurance Ti NBS: Wnmen Angered As NY Senate Addresses Men's But Not
Wmen's Heal th Mandat es
July 4, 2000, Vol. XIX No. 14



by Hadl ey Paw ak
Associ ated Press

ALBANY - The state Senate dismissed a bill last week to require

i nsurance coverage for wonmen's health nmeasures |i ke nmamobgrans and pap
snears, but |ater approved a measure mandating coverage for prostate
cancer screening.

The nove angered wonen's advocates, who vowed to i nform constituents of
what they called a double-standard in the Senate.

"It strikes me that there nust be different rules in the Senate for men
and worren,'' said JoAnn Snith, executive director of Family Planning
Advocat es of New York. " Sonehow they must have decided that nen's
health care is a priority but not wonen's.'

Senate Majority Leader Joseph Bruno naned a task force to study the
costs and benefits of mandating coverage for manmograns, pap snears and
other health care initiatives.

""We need to look at all the various issues and try to come together

wi th conprehensive state policy rather than this pieceneal approach to
health care,'' said Bruno spokesman Mark Hansen

The state Assenbly passed the wonen's health initiative 131-7 on Jan
11.

"“To announce the formation of a task force on wormen's health in the
wani ng hours of the session, but then to pass an insurance nandate for
prostate cancer screening is a slap in the face to every worman in the
state,'' said Assenbl ywonman Deborah dick, D Manhattan, who pushed the
bill in the Assenbly.

““When it comes to their own "kishkes' the Senate | eadership knows how
to take care of themselves,'' dick added.

Hansen defended the Senate's record on wonen's health, pointing to its
support of such things as breast cancer research and expanded maternity
care.

"“It's not accurate to say there's a double standard at all,'' Hansen
said. "W did pass that prostate bill but we just need to | ook at the
bi gger picture."'’

Thirty-three of the 36 Republicans in the majority in the Senate are
nmen.

Kelli Conlin, executive director of the National Abortion & Reproductive
Ri ghts Action League of New York, said " “this issue needs no further
study. "'’

"“For two years, the bill has been on the table and now the Senate
Republ i cans have decided to block its enactnent,’'' she said. “~“This
shows a call ous disregard for wonen's health.'

According to the Wonen's Health and Wl |l ness Coalition, wonen pay 68
percent nore than nen for out-of-pocket health care costs.

| nsurance Ti MBS: Congress Urged To Act On Bill Banning Genetic Testing
For I nsurance
July 4, 2000, Vol. XIX No. 14

by Janell e Carter
Associ at ed Press



WASHI NGTON - Denpcrats have urged Republicans to nmove quickly on

| egislation to protect workers fromgenetic discrimnation, saying swft
passage will hel p enpl oyees who fear |l osing their jobs or health

i nsur ance.

"MIlions of Americans nmay be afraid to have genetic testing done
because the results of those tests could put their health insurance in
jeopardy,'' House Denocratic Leader Di ck Gephardt said.

Added Sen. Chri stopher Dodd of Connecticut, “~“In a sense the genetic
code is the key to who we are. No one ought to have a right to pick that
l ock.""'

"Social policy nust keep pace with science,
of New York, the neasure's House sponsor
The bill Denocrats are pushing would ban discrimnation based on genetic
i nformati on. They hope to get the 218 signatures necessary to force a
vote in the House

John Feehery, spokesman for House Speaker Dennis Hastert, R-II1.,

guesti oned the Denpbcrats' notivation and said Republican | eaders plan to
push their own bill

"Trying to make politics out of this seenms to be rather curious,"’
Feehery said. ~"We're going to do sonething on this issue.'' He did not
el aborate on a GOP version but said Republicans wanted to attach it to
patients' rights legislation

Wth a complete map of the hunman genone -a breakt hrough which

sci entists announced | ast week - doctors will be able to predict the
nedi cal futures of their patients, such as those nore likely to suffer
from cancer, diabetes or heart disease.

The hunman genone is all of the genes that give instructions for an

i ndi vidual ' s bi ol ogi cal devel opnent and the functioning of the cells.
Supporters of the legislation said some enpl oyers and insurers are
reluctant to take on the extra financial burden of people with ailnents
whose treatnents can pile up substantial nedical fees.

In February, President Clinton issued an executive order that barred
federal agencies fromdiscrimnating agai nst enpl oyees on the basis of
genetic tests.

"“This is happening today in job sites all around the country,
Sen. Edward Kennedy, D-Mass. and a sponsor of the Senate bill
““Individual s are being turned down. They are denied promptions. It is
wrong. "'

Terri Seargent of WImngton, N.C. said she had been enpl oyed since 1996
as an office nmanager, receiving many pronotions and raises during her
tenure. But she was fired in Decenber, not |ong after beginning
treatnents - estimated to cost $48,000 a year - for Al pha-1, a genetic
lung and liver disease that killed her brother in 1991

"When | lost my job, | lost all nmy life and disability insurance,'
Seargent said. “"In less than 10 m nutes, we went froma secure m ddl e-
class famly to financially scraping by.'

The bills are H R 2457 and S. 1322.

sai d Rep. Louise Slaughter

sai d

| nsurance Ti meS: Genetic Testing WI| Create Need For National Health

Pl an, Harvard Econom st Predicts
July 4, 2000, Vol. XIX No. 14

by Mark Hol | mer



| nsuranceTi nes

CGenetic testing will undermi ne private health insurance and create the
need for a national coverage plan to fill the gaps.

That's according to Katherine Swartz, an econonist with the Harvard
School of Public Health, who recently wote a Boston G obe colum on the
i ssue. She expanded her discussion recently in a phone interviewwith

t he I nsurance Times.

"It occurred to me that if you think about genetic research, that as we
becorme nore capable of accurate tests that tell us whether sonebody

is likely to have a genetic condition or disease, that suddenly you' ve
got situations that are not insurable.

"W have got to think about how we are going to pay for therapies that

actually will help people and could be cost effective," Swartz told
| nsur anceTi nmes.
"But if an insurance conpany says 'l don't want to pay for that because

genetic tests indicate you have a very high probability for this
condition,' then why should insurance conpanies be at risk for that?"
Swartz, in her dobe article, concludes that test that identify genetic
i nformati on now and in the future "underm nes private insurance narkets"
for two reasons.

Swartz writes that soneone found to be at | ow genetic risk for a di sease

"will no |longer purchase insurance." Second, she says, high risk people
will be left in the market, but the resulting insurance prices will be
too hi gh.

In her InsuranceTines interview, Swartz said the changes will |eave

soci ety two options.

"Ei ther we have to decide that sone of these costs will be borne in sone

ki nd of national insurance, (because) it's no one's fault that these
people are born with a genetic disposition. O the federal market has to
create sone kind of national service to take care of paynent for the
kind of therapies to cure these di seases."

And national coverage may be the only option, Swartz told the

I nsuranceTi nes.

"I don't see how we're going to do this without a formof nationa

provi sion paying for this care... a private insurance conpany w |l not
want to pay for this" because a genetic cure will reduce a custoners'
future health insurance needs, she said.

And while customers will always need insurance for things |ike accidents
and sonme health problens, genetic advances will change the narket
forever, Swartz said.

"This is going to take years to plan," she told InsuranceTi nes. "W
ought to be thinking about this (and) planning for this in a nore

organi zed fashion."

Swartz has conducted research regardi ng peopl e who don't have health

i nsurance, and ways to nake insurance markets nore accessible. She edits
the acadenic journal Inquiry, which includes articles about the affects
in changes in health care financing and organi zati onal managemnent .

| nsurance Ti mesS: Beneficiary Case To H gh Court
July 4, 2000, Vol. XI X No. 14

WASHI NGTON (AP) - The Suprenme Court has agreed to clarify whether state



| aw can override many people's decisions on who will receive their life
i nsurance and pension benefits after they die.

The court said it will hear a Washington state woman's argunent that she
is entitled to the life insurance and pension benefits of her ex-
husband, who died in an accident shortly after they were divorced. Hs
children froma previous narriage say they should receive the benefits.
Donna Rae Egel hoff and David A. Egel hoff were married in 1988 in Tacons,
Wash., and were divorced in April 1994. The followi ng July, David

Egel hoff died without a will, and Ms. Egel hoff remained the designated
beneficiary under his life insurance and pensi on pl ans.

His children froma previous marriage sued in state court, saying they
were entitled to the benefits. They relied on a state law that said

di vorce revokes a spouse's designation as beneficiary. A state judge
ruled for Ms. Egel hoff. The judge said a federal |aw that gthe Enpl oyee
Retirenment |Incone Security Act overrode the state | aw and therefore she
remai ned the beneficiary.

A state appeal s court and the Washi ngton Suprene Court reversed and said
the children were entitled to the benefits. The federal law did not pre-
enpt the Washington [ aw that revoked her status as beneficiary, the
court said.

| nsurance Ti NBS: Mss. Court: Host Not Responsible For Guest's Unsafe
Behavi or
July 4, 2000, Vol. XIX No. 14

by Mark Hol | mer
| nsur anceTi nes

No one knows who lit the fireworks, but Peabody resident Dom nic Luon
was anong the partygoers who watched.

Luoni - in court docunents -- clains he noved to a safer viewi ng area at
the 1996 July 4 celebration in Beverly. But a stray fireworks fragnent
struck himin his left eye, permanently harning his vision

Luoni sued the party hosts - Thomas and Sharon Berube - arguing they
were |iable for damages for not preventing harmto him

But the Essex Superior Court ruled in the Berubes' favor, stating the
coupl e wasn't responsible because they didn't buy or provide the
fireworks or give permssion for the display.

On June 15, the Suprene Judicial Court in Boston affirned the | ower
court decision, rejecting Luoni's appeal

The court said the hosts' obligation to naintain a "reasonably safe"
area referred to preexisting situations such as a poorly lit stairway,
accunul ated ice or sone other unsafe aspect.

What's nore, the court ruled that because "the defendants did not
furnish the fireworks or give permission for the display on their
property their status as social hosts carried with it neither the
nmeans, nor the |egal obligation to supervise or prevent the discharge of
the fireworks by others."

Luoni's attorney, Eric Finanore, could not be reached for comrent.

The Berubes' attorney, Kevin Hensley, said the decision was a good one
for purely practical reasons.

"Any other result would have just inposed too great of an obligation on
hosts of a party to supervise their guests," he said.



"When you throw a party, you should not have to be a policenman as wel

as host Wien a guest does sonething stupid, the guest should be
responsible ..."

The party hosts could have been |iable, Hensley said, if they had
purchased the fireworks thensel ves.

Previ ous court cases have also held party hosts liable for providing

al cohol for a guest who then proceeds to get into an autonobile

acci dent .

But the sane rules apply for al cohol, Hensley said.

"I'f guests bring their own al cohol, honeowners are not responsible," he
sai d.

Hensl ey added that Luoni would have had a better chance suing the person
who lit the firecracker that shot a fragment into his eye.

But no one could determ ne who the person actually was.

"I'f he knew he coul d have sued and won," Hensl ey said.

Luoni injured his eye during a cookout party that lasted until about 10
p.m Up to 50 people attended, according to court docunents.

The fireworks display |asted about 20 ninutes.

Thomas Berube, according to court docunents, admitted he was drunk
during the party and was "irresponsi ble" for not paying attention to the
fireworks

But the SJC decided his statements did not nmatter, because under the

ci rcumst ances, the hosts did hot have a duty to "safeguard their guests"
regardi ng the fireworks.

He sued the Berubes in Essex Superior Court on March 25, 1998. The court
found in the couple's favor on Jan. 29, 1999.

| nsurance Ti NBS: Textron Wns Pollution Appeal In R H gh Court
July 4, 2000, Vol. XI X No. 14

PROVI DENCE - The Rhode |sland Suprene Court has ruled in favor of
Textron in a case involving insurance conpani es' responsibility for
covering pollution cleanup.

The case began 13 years ago after the U S. Environnental Protection
Agency sued Provi dence-based Textron, alleging the conpany polluted
dozens of sites in the country. The case invol ved ground water pollution
fromthe conpany's aircraft factory in Wieatfield, N.Y.

Textron then sued about 30 of its insurers, seeking coverage for the

cl eanup costs, The Providence Journal reported. A Superior Court judge
threw out part of the case. Textron appeal ed, but settled with sonme of
t he conpani es that had won the partial judgnent.

The high court then reversed the Superior Court decision, saying that

i nsurance conpani es don't have to pay for pollution that is intentiona
or reckless, but they do have to cover spills where a conpany has made a
good faith effort to control the waste.

Textron's |lawer, John Tarantino, said the decision neans that now
“Yin the vast majority of cases there's going to be coverage because in
nost circunstances the insured would not be intentionally polluting,'
he said.

But the | awer for the defendant, I|nsurance Conpany of North Anerica,
said the ruling deviated froma Suprene Court tradition of ""giving

i nsurance policy language its plain neaning.'

"I't's not in anyone's interest, insurers or policyholders, when the
courts refuse to enforce the plain neaning of exclusions in the



policies,'" John Altieri said. "“If you can't agree on what's covered
and what's not, insurance becones harder to get and nore expensive.'

Vermont cracks down on bogus auto stickers

ESSEX, Vt. - The Vernont Mdtor Vehicle Department is cracking down on
what officials say is the grow ng problem of stolen and forged

i nspection stickers.

For $30 to $60, notorists in Vernont can buy their way out of the
sometines costly car repairs and insurance rates needed to get the
state's seal of approval on the front w ndshield, officials say.

"I'f you can buy a stolen inspection sticker for $50 and it's good for
one year, that's a year that you don't have to have insurance on your
car,'' said Reginald B. Bragg, chief inspector for the Departnent of
Mot or Vehi cl es.

Drivers must have proof of insurance to pass inspection and their cars
have to pass safety standards. Those costs drive sonme people to fake or
stol en stickers.

Stickers are often stolen fromstations and even peel ed off car

wi ndshi el ds, police said.

| nsurance Ti NBS: opinion Exchange
July 4, 2000, Vol. XI X No. 14

The news that scientists have succeeded in mapping the sequence of the
human genone-- the genetic blueprint for a human being-- is both
hunbl i ng and exciting.

There is still work to be done but scientists are well on the road to
being able to identify di sease-causi ng genes.

Peopl e at high risk of cancer or heart disease will be able to be
identified by their genetic code. The genes, in effect, could forecast
years in advance who will get sick and who will not.

Thi s achi evenment, of course, has accel erated the debate over genetic
testing, raising both fears and hopes.

A recent Tine/CNN poll found that 84 percent of Anmericans did not want
t he governnent to know their genetic code.

Seventy-five percent didn't want insurance conpanies to know.

For their own personal use, though, 61 percent of those polled wanted to
know i f they were genetically predisposed to di sease and 67 percent
wanted to share their genetic code with their doctors.

Sone fear that access to genetic codes woul d encourage enpl oyers and
life, health and disability insurers to avoid hiring or enrolling people
whose genes show themto be highly susceptible to di seases.

It's very Anerican to value one's privacy and what's nore private than
one's genetic code? But even with promi ses of protection, Anericans
could let their suspicions keep themfromgetting tested, and deny

t hensel ves and their famlies the benefits such testing would bring.



The fear within sonme circles has been that those with know edge of their
genetic predisposition to disease will sign up for insurance while those
whose genes point to a relatively healthy future will drop out of health
plans or carry far |ess.

In this week's issue (page 4), Harvard School of Public Health econom st
Kat heri ne Swartz shares those worri es.

Swartz believes that genetic advances will change the insurance narket
forever. She maintains that the devel opment of genetics tests wll
underm ne private insurance narkets.

Soneone found to be at | ow genetic risk for a disease will no | onger
purchase insurance, she mamintains. Hi gh risk people will be left in the
market, while resulting insurance prices will be too high for nany.

People will always need insurance for accidents and heal th probl ens not
forecast by their genetic tests but will that be enough to sustain a
private health insurance marketplace as we know it?

Swartz thinks a national health plan may be the only option

VWhet her Swartz is right in her own forecasting about insurance narkets
remains to be seen, but two things seemcertain

The country will have to enact strong privacy protections against unfair
di scrim nation based on genetic testing.

And the inpact of genetic advances on society and the insurance industry
is not to be taken lightly.

As Swartz said, "We ought to be thinking about this (and) planning
for this in a nore organized fashion."

| nsurance Ti meS: MRT: How To Sell Investnment Products
July 4, 2000, Vol. XI X No. 14

Wil e sone say his sinple approach works only with | ess sophisticated
clients, Cross knows better; he's qualified for the MDRT for 21 years

VWhen John T. Cross made his conmpany's top sales club in 1978, he
decided to conpare hinself with those in the club with higher sales than
hi s own.

He noticed that all of the producers above himin the club were
specialists, while he was a general practitioner selling a bit of
everyt hi ng.

"The higher up the ladder | went, the nore the individuals specialized,"
he said.

So Cross decided to follow the | eaders and specialize. He chose

i nvest ment products. because "I was already nore successful than nost of
the other salesmen in bringing in investnent business, and because
liked the people | was neeting in this market place.”



Cross, a partner in The J. Rothschild Partnership in Hertfordshire,

Engl and, is an authority on estate and investnent planning and has
qualified for the MDRT for 21 years.

In 1980 at |east half of the business Cross was witing cane from

i nvest nent products and by the tine he had been in the industry 10
years, 95 percent of his business was investrment related. This figure
has not changed in the last 15 years.

Al t hough the commi ssion paid on investnment products is |ow, averaging
about three percent, Cross has found that earning even this on a |arge
volume makes it all worth while.

But he does not rely solely on comi ssions.

"I stumbled on to the fact that having noney under managenent, and bei ng
paid a very small fee, was really the way to go. "

Fee incone really adds up over the years. Today, his incone generated
from funds under nmanagenent is tops $500,000 a year

"I know | am going to nmake that even before | step outside the door on
the first of January each year. This renoves a | ot of pressure to nake

i nstant sales and neans | can be very laid back when | nmeet with
prospective clients and, interestingly enough, the nore laid back I am
the | arger vol unes of business | seemto do."

Cross subscribes to the KISS fornula-- keep it sinple, stupid

"I often tell ny clients and potential clients 'you don't need to know
how t he engi ne works in order to drive the car. Just as long as you know
it's got one that is all that matters!'"

He tells clients there are only four things they can really do wth
noney in order to invest it and produce both incone and capita

appreci ation: property, equities, deposits, and governnent bonds.

"I explain to nmy clients that in return for themgiving me a capital sum
I wll invest this and spread it around into these various areas for

t hem usi ng professional fund managers whose job it is to make all of

t hese decisions, so the clients do not have to nmake any deci si ons

t hemsel ves.

"It is staggering to me how very easy it is to present investnent
products in this way and so produce | arge vol unes of busi ness but
often.”

Cross has heard the skeptics who contend that this approach only works
with | ess sophisticated clients. But he has news for them

"I can give you ny categorical assurance that in fact the sinpler you
make the presentation the larger the amount of business you will
produce. "

He clains he has a nunber of multi-mllionaire clients who have bought
because he showed themthis sinple exanmple.

"My clients alnmost invariably say that | amone of the few people they
have net who is able to explain to them how these investnments work and
that they have seen various other investnent specialists who put forward
one strategy or another, none of which they understood."

Cross sends out quarterly statistics and bulletins, as well as other
mai | i ngs and cassette tapes to keep in touch with clients.

"I am keeping themin touch with what is going on and the result is that
whenever they have any spare funds they automatically send it to ne
rather than to one of ny conpetitors.™

Cross is also fanatical about keeping in touch by sending birthday cards
and calendars to all of his clients.

About 20 years ago, Cross tried selling by senminars, only to find he

| ost npbney. But he persevered and kept working on ways to nmake his

sem nars nore effective because he believed that the concept was right.
By the md-1980's virtually all of his business was bei ng produced from



i nvestment sem nars.

He begins his sem nars by spending the first hour introducing the
clients to what he calls "the general investment principles, nost of
whi ch of course they already know "
"This relaxes the clients who i mredi ately sense there is going to be no
"hard sell', as they see | amquite genuine in putting forward to them
all of the alternative investnents they shoul d consider."

Later in his sem nar, he asks for their business.
"I am al ways happy to start with a small investment on the basis that we
will build it up and add to it as the years go by and | often say "just
dip your toe in the water and |l et nme show you what we can do for you and
then later I will come back and grab your ankle, your |eg and take over
the rest of your investnments as the years go by." And do you want to
know sonet hing, that is exactly what | do."

He obtains the bul k of his prospects through his sem nars and he keeps
t hem by keepi ng his prom ses.
"W do what we say we will do. We keep in touch, we mail themregularly,
we send them updated information regarding the investment fund
performances, in short we give themgrade a service. This applies to al
of our clients whether they are multi-mllionaires, or just little old

| adi es from Bournenouth who only have $10,000 to invest. They all get
the sane treatnent because | have | earned over the years fromthe
smal | est acorns do the mghtiest oak trees grow "

| nsurance Ti mMesS: Chubb Masterpiece Insures Internet Losses
July 4, 2000, Vol. XI X No. 14

WARREN, N.J. - The Chubb Group of Insurance Conpanies wll now offer

i nsurance to protect policyholders fromfinancial |osses associated with
identity and credit card theft on the Internet.

Chubb now provides up to $25,000 insurance for expenses incurred by a
pol i cyhol der to clear his or her name after such an occurrence of
identity fraud. Less a $500 deductible for each occurrence, the
policyholder will be reinbursed for the cost of:

Not ari zing affidavits or similar documents for, or sending certified
mai | or maki ng phone calls to, |aw enforcenment agencies, businesses,
credit grantors and credit agencies;

Reapplying for a |l oan when the original application was rejected
because the | ender received incorrect credit information;

Earni ngs lost by taking off fromwork to conmplete fraud affidavits or
nmeet with | aw enforcenent agencies, credit agencies, merchants or |ega
counsel, up to $250 a day or a total of $10,000; and

Reasonabl e attorney fees incurred to defend against |awsuits by
busi nesses or their collection agencies, remove crimnal or civi
judgments wongly entered against the insured or to challenge
information in a consumer credit report.

Credit card | osses not covered under the identify fraud provision are
addressed by a new credit, forgery and counterfeiting provision.

In addition to addressing those Internet-rel ated | osses, Masterpiece
enhancenents al so i nclude: expanded coverage for electronic data
restoration to software anywhere in the world and to replace or recreate
personal data lost as a result of conputer virus; an additional $1, 000
in coverage for the renoval of trees which fall due to wind, hail, sleet



or the weight of ice or snow but do not danmmge covered property;
addi ti onal insurance for food spoiled by power interruption or
refrigerator breakdown; revised valuable articles insurance to include
paynment for a loss in value if the market value of an itembefore a | oss
is less than the anpbunt of coverage; and increased limts for fire
department charges, non-fire-related silverware | osses and the | oss of
use of a vehicle.

@ul f program covers coaches and staff

HARTFORD - @ulf Insurance Group, a subsidiary of Travelers Property
Casualty, and Summit Anerica |nsurance Services have | aunched a new

i nsurance program for sports canps, sports clinics, and teans and

| eagues. Call ed Coaches' Choice, the new program provi des genera
liability for coaches and their staff, excess nedical and catastrophic
nedi cal for participants. The new programoffers flexibility, high
nedical limts, and no aggregate on general liability.

The Coaches' Choi ce program accommodates the needs resulting from severe
injuries that would exhaust the linits of other standard plans. This

pl an provi des $10, 000, 000 of lifetime medical benefits to an injured
participant, up to $500,000 cash benefits for seriously disabled
participants, a $10,000 death and di smenberment benefit and $1, 000, 000
of general and participant legal liability coverage for the coach, canp,
and sponsoring organizations.

Sunmit America | nsurance Services, program nanager for the Coaches

Choi ce program specializes in devel oping and adm nistering specialty

i nsurance prograns for the educational and recreational narketplace. For
agent inquiries on Coaches' Choice, call (800) 955-1991 or by fax at
(913) 327-0201.

The Hartford, Exactly! protect photographers

HARTFORD - The Hartford Financial Services Goup, Inc. and Exactly!

Inc. have agreed to provide property-casualty insurance coverage for
conmer ci al phot ogr aphers through the Exactly! For Photographers business
management system Exactly!'s systemis a desktop software-internet
program that provides conmercial photographers with specialized business
managenent software and a wi de range of web-based products and services.
Starting June 15, users of Exactly! For Photographers were able to
access and complete a Hartford online insurance application and request
liability certificates through a web link with The Hartford.

Exactly! for Photographers is available at no cost by calling (415) 625-
2699, by downl oadi ng from www. exact photo.com or by sending an enai

note to support @xact phot o. net.

Nel son orders w ndstorm pool not to raise rates

TALLAHASSEE, Fla. - Florida Insurance Comm ssioner Bill Nel son has

bl ocked plans by an insurance pool to raise the cost of w ndstorm
coverage for many coastal residents by up to 300 percent.

Nel son i ssued a "cease and desist order'' against the Florida Wndstorm
Underwriting Association, which had hoped to begin its increases July 1.
Previous attenpts by Nelson to bl ock the FWUA's increases have been
rejected by an arbitration panel and the courts, but he says he can
prevent the hikes until his final appeals have been deci ded.



| nsurance Ti mesS: Ny Court: Landlord's Policy Covered Fatal Stabbing O

Tenant
July 4, 2000, Vol. XI X No. 14

I nsurer bound to defend landlord in suit by tenant's famly

by Joel Stashenko
Associ ated Press

ALBANY - A landlord's insurance policy covered the fatal stabbing
suffered by one of its tenants, New York's highest court ruled on June
20.

The Court of Appeals decided 7-0 that the United International I|nsurance
Co.'s policy bound it to defend and i ndemify Agoado Realty in a suit
brought by the famly of nurdered tenant M guel Felipe. The suit clainms
negligent security by Agoado.

Fel i pe was stabbed to death in one of Agoado's Bronx apartnment buil dings
in May 1996. His killer has never been found.

United International argued that it was notified too |ate of the Felipe
famly suit and, at any rate, the conpany said its policy only covered
accidental "occurrences'' and not an intentional act to injure another
person |ike Felipe's fatal stabbing.

The court said, however, that it "cannot seriously be argued'' that the
murder was intentional fromthe landlord' s viewpoint. For liability

pur poses, the slaying was accidental from Agoado Realty's standpoint,
the court said in a ruling witten by Judge Ri chard Wesl ey.

Agoado Realty's | awyer, Robert Col dberg, said both |andlords and tenants
gain by the court's ruling.

"The ranifications would have been that |andl ords woul d have purchased

i nsurance and if anyone had been injured by an unintentional act by
anybody, they would get no coverage,'' Goldberg said. "That would have
been di sastrous.'

Col dberg said it is fine if a |landlord chooses to negotiate a policy
with an insurer which contains an assault exclusion in return for |ower
prem uns, but Agoado Realty in this case believed it was paying for
coverage against suits like the Felipe famly's.

The Court of Appeals sent the Felipe case back to the Appellate Division
of state Suprenme Court to decide whether United International was
properly served with a notice of the claimby Agoado Realty.

United International |awer Bruce Robins said that while ~“the big issue
was deci ded against us,'' the insurer could still avoid liability if it
can prove it did not receive tinmely notice of the suit.

| nsurance Ti meS: MEM C Signs Wausau Exec For NH Unit; Targets Sept.

Dat e
July 4, 2000, Vol. XIX No. 14
Bui |l di ng staff in Manchester

by Penny WIlians
| nsur anceTi nes

Start



Mai ne Enpl oyers Mutual Insurance Co. (MEMC) has hired a forner Wausau
I nsurance Co. executive to head its new New Hanpshire workers
conpensati on subsidiary, MEMC Indemity Co., which is being housed in
the former New Hanpshire Insurance Group building on EIm Street in
Manchest er.

MEM C, known in Maine for its workers conpensation |oss control and
safety programs, will bring the same approach to nei ghbori ng New
Hanpshire, according to President and Chi ef Executive officer John
Leonard.

The conpany has appoi nted Russ Schakel ford as chief operations officer
for the New Hanpshire conpany. He is a forner vice president of
underwriting and operations for Wausau, which is now owned by Liberty
Mutual, the nation's | argest workers conpensation witer.

"We're excited about having our |eadership come to us fromthe |argest,
nost prestigi ous workers conpensation conpany in the country,"” Leonard
sai d.

The conpany will begin witing in New Hanpshire in Septenber, Leonard
esti mat es.

To ensure that this is a strictly in-state operation, MEM C I ndemity
will have a full contingent of |oss control and clains people in New
Hanpshire, Leonard said. In addition, the conpany plans to start out by
contracting with a dozen or so independent agents, a nunber that over
time will growto 30 or 40.

In addition to its agency force, MEMC Indemity will approach a numnber
of conpanies witing in New Hanpshire that do not wite workers
conpensation with a viewto formng alliances.

Despite signs of difficulties in the marketplace, Schakel ford believes
this is an opportune tinme to start a new conpany.

"W don't have the concerns with bal ance sheet issues that others do.
And starting out as a new conmpany, we can wite the business at a price
that is right for today's market. W won't have to deal with corrective
renewal action," he said.

"The tinm ng of the market couldn't be better."

Schakel ford said he will listen to agents to determni ne which markets and
ri sks to pursue.

"W are neeting with our agents now to figure out what nmarkets are
appropriate," he said. "W intend to | everage our |oss contro

expertise.”
Meanwhil e, officials at the Miine parent company, Mine Enpl oyers Mitua
I nsurance Co., are basking in the news that A M Best has awarded the

conpany an A (excellent) rating.

"This rating places MEM C anpong a sel ect group of insurance conpanies
across the country and above many of its peers,"” he said. "Qur

policyhol ders and the entire state of Miine should feel secure in
knowi ng that this is a strong conpany and is nore-than-able to neet its
financial obligations.™

| nsurance Ti NMBS: Nation's Small Airstrips Closing As Aviation |nsurance
Mar ket Shri nks
July 4, 2000, Vol. XIX No. 14

Airstrips convert to trailer parks as insurers shun unprofitable
mar ket s



H LLSVILLE, N.C. (AP) - For years, Bob Johnson's private airstrip in
Randol ph County had been a | ess expensive place for people to fly.

But when his insurance conmpany told himthree nmonths ago that it would
no | onger offer himaviation insurance, Johnson decided to close the
airport.

Simlar plights have occurred at small, independently owned airports
nati onwi de as the pool of insurers that underwite aviation insurance
has shrunk consi derably. Ni ne companies offer aviation insurance where
nore than 30 offered such insurance 20 years ago.

Coast to Coast

May Field, southeast of Greensboro in Quilford County, closed to the
public in January when its insurance expired. Johnson Field followed two
nmonths later, joining small private airports fromcoast to coast,
according to industry anal ysts.

Johnson said he could have remai ned open, but the best insurance quote
he has been able to find is $10,000, about tw ce what he paid | ast year
"I don't want to retire, but I might as well go fish than pay tw ce as
much as what | used to pay for insurance,'' Johnson said.

The condensation of the insurance industry and higher prem um prices
have cone even as the nunber of crashes and fatalities have decreased
over the last 20 years, said Aircraft Omers and Pilots Association
spokesman Drew Steketee said.

"The i nsurance costs had gotten so out of hand, sai d Rebecca May, the
owner of May Field. ""It's really the only reason | closed it to the
public."''

General Aviation Revitalization Act

Bill Md oin, president of Phoenix Aviation, an Atlanta aviation

i nsurance conpany that still covers private airports, said the industry
took | osses for too | ong before throwing in the towel when Congress
passed the General Aviation Revitalization Act two years ago.

Bill Foster, an independent aviation insurance agent based in Trinity,
said the law protects airplane manufacturers fromlawsuits after their
pl anes reach 18 years of age, allowing trial |awers have been suing
airport operators, mechanics and air field owners nore frequently.

May Field' s closure displaced about 25 planes whose owners had to find
ot her hangers. Half a dozen of them cane to Johnson's field in
Hillsville, Johnson said. If he carries out his plans to turn the
airport into a trailer park, those planes will be on the nove again.
Bill Maslyk, project nanager for the state Departnent of
Transportation's aviation division, said the state wasn't aware of the
i nsurance problem for small airport until contacted by a reporter

"It's rai sed sone eyebrows,'' Mslyk said, adding that the departnent
plans to raise the issue at a national convention of state aviation
departrments this fall

St eket ee said the AOPA has hired an insurance consultant to see what can
be done about the problem

"It's not an easy problemto fix,'' Steketee said. "It appears to be
mar ket -driven. Witing aviation insurance just isn't profitable for many
conpanies, so it's not sonething we can march down to D.C. and conplain
about .

| nsurance Ti MBS: Ny Fails To Pass Commercial Lines Reform
July 4, 2000, Vol. Xl X No. 14



Al banY - The New York State Legislature ended its 2000 session | eaving

i mportant insurance regul atory reformunfinished.

However, the Legislature did defeat a nunber of bills pronoted by tria

| awyers that insurers maintained woul d have increased costs for
consuners and businesses in New York

"The nost di sappointing outconme of this session is the Legislature's
failure to enact regulatory reformfor commercial |ines of insurance,”
said Mary Griffin, AlA assistant vice president, northeast region
"Al t hough negotiations continued to the very end and both houses and the
CGovernor appeared close to an agreenent, none was reached."

On the positive side as far as the insurance industry is concerned, the
Legi sl ature enacted an i nmportant change in the way workers conmpensation
i nsurers are assessed for six special funds. This bill (A 9787-C Nol an/
S. 6800-C Skelos) allows publicly held insurers to conply with a new

Fi nanci al Accounting Standards Board (FASB) accounting standard.

These expenses were funded through assessments from workers conpensati on
i nsurers based upon their total paid | osses in the preceding cal endar

year.
This bill will change the financing to an assessnent based on premni ums
witten. The assessment will be collected through a policyhol der

sur char ge.

The new FASB standard requires publicly held insurers to inmediately
accrue special fund |osses on their financial statenents if the
assessnments are based on paid | osses. The result would be a paper
"reduction" in reserves or surplus funds that the insurer nust nmintain
on the books. A significant reduction in surplus due to this accounting
standard woul d adversely affect the availability and affordability of
wor kers conpensation insurance in the state. The FASB standard does not
require i medi ate accrual of these costs if they are financed through a
pol i cyhol der surcharge based on prem uns.

Nothing in this bill would affect the anbunt of total funding for the
fund or the amount of benefits an injured worker could receive.

"This inportant change allows publicly-held insurers to conply with the
FASB standard w thout reducing reserves. |If insurers were unable to
conply with the FASB standard they would be linited in the amount of
coverage they could offer in New York," said Giffin.

The Legi slature defeated a bill supported by trial |awers (S. 545)

that woul d have created a "private right of action" against insurers for

"bad faith" clainms. |ndependent actuarial analysis estinmated that this
bill would increase auto and honeowners' insurance costs by nore than 20
per cent.

Al A waged a grassroots effort against this bill, generating hundreds of

letters in opposition. AlIA also worked with New Yorkers for Civi
Justice Reformto oppose this bill

"Defeat of the private right of action bill is good news for New York
consuners. The bill would have created a flood of litigation that would
have benefited trial [awers at everyone el se's expense,"” said Giffin.
The Legislature also defeated attenpts to expand wongful death
liability, bypass the arbitration systemin New York's no-fault auto
law and create HMO liability.

| nsurance Ti MeS: Life-Changing Lessons From MDRT Legends
July 4, 2000, Vol. Xl X No. 14



For over 40 years, my life has been dramatically affected by the life-
changi ng | essons taught to nme by MDRT | egends,” MIllard J. Gauer, CLU
ChFC, told the audience at this year's MDRT Annual Meeting last nmonth in
San Franci sco.

Grauer - himself a |egendary past president of MDRT and w nner of the
John Newt on Russell Award - then proceeded to share highlights from
presentations by Ben Fel dman, Buddy Zais, Jim Longley, Mehd

Fakhar zadeh, Ron Barbaro and ot her MDRT | egends.

First, Gauer recounted how Ben Fel dnan answered the question, "Wen you
first go into an interview, how do you get a person's attention?"

Fel dman: When you go into an interview, you either have to show him
sonet hing or say sonething. Nine tines out of 10 now, when | go into an

interview, | goinwith my tax case. | flip the cover over and on the
inside is a great big bundle of noney - $50 bills, $100 bills, $20
bills, and across that is a $1000 bill. No cell ophane on it, nothing.
just use sonme scotch tape to hold the bills. On the $1000 bill, | have
three pennies. | say, "This is what | sell, these kinds of dollars,
dollars for pennies apiece. How many woul d you |ike?" You know what w ||
happen? You will get their attention.

U S. legend Fred D. Donal dson spoke at the speed of |ight, G auer
recal | ed. When Grauer heard hi m speak, he Donal dson changed Grauer's
view of his product. "His Iife- changing | esson taught nme we don't sel
life insurance, we sell tine insurance," G auer said.

Donal dson: "W as |ife insurance people today nust | ook both to the

thi ngs that do change and the things that don't change, won't change or
cannot change. People who are living today are going to die. They are
going to love and as | ong as people love, they' re going to be concerned
about the people they love and they're going to find some nmeans of
taki ng care of those people whether it's an old stone man's cave or
whet her it's today's best stock or bond life insurance portfolio. Those
who care provide for those they care for. That's not going to change.
The vehi cl es may change, but the basic understandi ng and provisions are

not going to change. In my crystal ball, |I see lots of things on the
hori zon. | can see |lots of changes, but | do not see anything that is
going to take the place of life insurance. Savings will not be able to

create an estate to provide for a fam |y, because there's no assurance
of that guarantee of tine.

"Time does run out. Tine is a comopdity. Tine is our only commodity that
we have in comon. We nust be responsive to recognizing that tine is our
commodity and we nust insure against that time. OF course, we nust cone
to grips with the fact that tine is running out and that death renmins
ahead of us. Every person in the world is one heartbeat away from
eternity. This will not change, this cannot change. W may do a lot to
extend life, but we cannot do anything to do away with death because it
is inevitable.

"W are insuring against that certain event, not just the fact that we
can insure agai nst death but against the uncertainty of the tineliness
of death. We must keep in our present mnds that we are one step away,
one heartbeat frometernity. And, regardl ess of what we do or how
intelligent we may becone, we still are only one heartbeat away from
eternity. In spite of all the ups and downs in the econony, we are one



heartbeat away frometernity. W do sell a love contract and we want to
sell that love contract to people who recognize they're going to die.
This speech is just like the time, just |like the heartbeat, when it's
over, it's over - and that does not change."

Grauer next told tales from Mehdi Fakharzadeh, an Iranian by birth and a
wor | d-respected | egend. His |life-changing | esson in 1975 was entitl ed,
"Nothing is Inmpossible." Gauer excerpted sone of Fakharzadeh's

phi |l osophy on handling the question, "How much does life insurance

cost ?"

Fakhar zadeh: "When the prospect is convinced that the idea of ny
proposal for coverage is good, and he has accepted it, his very first
gquestion is, 'How much does it cost?" My answer is that this plan of

nm ne doesn't cost himanything. The client invariably is astonished and
asks how that is possible? | then say, 'If you have two checking
accounts in two different banks and take $5000 from one and put in the
other, how much will it cost you?' The answer, of course, is 'nothing.'
| say, 'Qur plan is nore or less the sane, because the nbney that you
are giving us will be saved for you.' Then |I add, 'Generally speaking,
for up to 10 years, all the noney you have given to nme is in your
reserve account, mnus two years. After that, you have nuch nore nobney
in your account than you have put in. So you can see that there is
actually no cost to you.'

Ron Barbaro was the first non-U S. president of the Round Tabl e, past-
president of Prudential. He was "an idea person constantly stepping
out side the nine dots, outside the square," according to G auer, who
recounted how Barbaro created the accel erated death benefit after
visiting with an AIDS patient.

Question: Can your constant street exposure in 'that final three feet
hel p raise the |l evel of a conpany and an industry?

Barbaro: | not only think so, | know so. The accel erated death benefit
was created in the final three feet, not in an office. An action taken -
and a deci sion chosen - because of its rightness for policyhol ders and
the tines. A breakthrough by an industry that understands its mnission -
an industry now with over 140 conpani es offering accel erated benefits.

In varied forms - in all 50 states - Canada - and overseas.
| find this one snmall feature exciting - our product lives up to its
nane - |life insurance. For over 100 years, life insurance was bought for

two basic needs - because of |ove of sonebody or sonething. Accel erated
benefits has created a third need - buying for |ove of self. Dying with
dignity. Cash for a nursing home. To stay alive. In focus groups, our
custonmers have told us, losing their independence is of nore inportance
to themthan dying. They do not fear death - they fear losing their

i ndependence.

Kazuko Shibata has led life insurance sales in Japan for nore than 20
years. She has over 20,000 clients. In 1994, she nmade an NMDRT
presentation that she nenorized in English.

"She taught ne that there is no bad experience as long as you nmake it a
| ear ni ng experience,” Gauer said.

Shi bata often prepares a "list of the pros and cons" of |ife insurance
for personal interviews. "I list nore of the cons (di sadvantages) side
of the list than pros (advantages)," she noted. "It shows that | am



honest. Then, | creatively explain that in spite of all the

di sadvantages, it is inportant to own a properly designed life insurance
program'

VWhen Shi bata tal ks about the death of the breadwi nner in a fanmly, she
tells her personal business prospects, "The death of a father neans nore
than that. Wen a father or a breadwi nner of the famly dies, it nmeans a
deat h of three roles.

Nunber 1: it is the death of a living father and a | ovi ng husband.

Nunber 2: it is the death of incone, and nost people don't recognize

t hi s.

Nurmber 3: it is the death of nother at hone."

Legend Ji m Longl ey, who died 19 years ago, epitomni zes what "one man, one
person can do," Gauer told this year's MDRT attendees. Running as an

i ndependent for governor of the state of Mine, Longley surprised
everyone by wi nning. "He could have been the role nodel Sir Thonmas More
had in m nd when he said, 'in order to have sonmething worth living for
you must have sonething worth dying for." "

Grauer drew attention to Longley's address to the 1975 MDRT mneeting on
"the price of involvenent."

Longley: "This is indeed a homeconing for ne and I am happy and proud
to be with you this year. While it would be nice at a honeconing to
simply have a friendly chat with old and dear friends, | cane hone today
to hopefully bring a message . . . A nessage in three parts:

1. My observations of the price of involvenment and nmy feelings of the
greater price of non-involvenent as whol e nen, whole wonen, better
still, whole persons.

2. The second part of ny nessage hopefully will sinmply rem nd each of us
that 'they who are given much, owe nuch.' not only financially, but
intellectually. What we have in life is on loan and we hold it in trust
to use to help others as well as ourselves. This is also the history of
the MDRT. We rmust continue to wite that kind of history.

3. The third part of my nmessage is a challenge and/or plea depending on
t he drunbeat you hear. As part of the whol e person concept, | suggest
that you get involved directly or indirectly in your governnent in

what ever city or town or country in the world you |ive.

Vernmont's Buddy Zais has qualified for the MDRT for nore than 50 years.
He never stops running. He conpleted his bachelor's degree in philosophy
in his early 1980s. G auer shared sone of Zais's |egendary coments.

Zais: "l don't know what service to clientele neans to you But to ne

it means getting involved. Getting involved with the probl ems of

your client. To ne, it nmeans devel opi ng that kind of understanding that
| ets you see the world through the eyes of your client. No one can hand
this to you. It's sonmething you have to reach for - strive for - break
your heart a little to come by. | believe it's what a dedi cated
underwriter spends his or her whole life trying to get - and trying to
keep. A consciousness of themas individuals. A sharp awareness of their
probl ens. A keen sensitivity to their needs. You can know the insurance
busi ness from here to ki ngdom cone - but you'll never do the job you can
do until you know your client at |east as well."

In the late Marshall Wl per's NDRT presidential address he asked and
answered, "Are we ever satisfied?"
"Are we ever satisfied? O course not. The razor edge of greatness lies



in always knowi ng that you can do better and constantly striving to
acconplish all that you are capable of. Greatness also is always know ng
t hat when you reach each goal - another, even greater goal |ies ahead."
Wl per's comments shared by Grauer are fromhis talk, "Always Stay Over
Your Head."

Wbl per: "I read an article recently in Playboy magazi ne which hel ped
furnish the title of this talk. An actor who had won an Acadeny Award
was asked what he thought about people in the entertai nnent business. He
said, 'Every great nman is in over his head, and he's fighting to stay
alive.' Wien you read that you say, 'gee that's terrible-that's a
desperate thing. You're in over your head and you're fighting to stay
alive.' Wen you think about it a little bit, there's nothing bad at

all. You go in water over your head and you keep sw nming. Sure, you can
wal k in close to the shore and sit where no water will buff at you, and
nothing will get done. There is nothing desperate about being in over
your head and swinming all the time. That's the action, the excitenent,
and that's what | |ike.

| nsurance Ti MBS: Life Insurance Sal es Boom In Fourth Quarter
July 4, 2000, Vol. Xl X No. 14

W NDSOR, Conn. - Individual life insurance sales recorded one of the
best first quarters in recent menory, thanks to a big jump in term
policies 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

enact ment of Regulation Triple X, new prem uns of term policies

i ncreased an inpressive 52 percent over the first quarter of 1999,
reported Linra International

Face anmount sold increased 48 percent and the nunber of policies sold

i ncreased 28 percent.

Those term sales, 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 uns increased 21
percent, face anpunt increased 34 percent, and policies sold increased

10 percent.
Based on annualized new prem unms, variable universal life increased 37
percent, variable life increased 19 percent, universal life fell 3

percent, and whole life fell 4 percent.

Mar ket share by product for the first quarter found variabl e universa
life and termlife increasing their shares to 38 percent and 22 percent,
respectively, while whole life fell to an all-time |ow of 21 percent.

Universal life at 16 percent and variable Iife at 3 percent renmai ned
st eady.
The Linra survey tracks individual |ife insurance new busi ness sal es of

89 compani es and their 53 subsidiaries operating in the U S. and
represents about 75 percent of the total industry in terms of new
premiums collected. Based on data fromthe 70 conpanies in the survey
that provide sales by distribution channel, brokers increased their new
premiumby a spectacular 41 percent over the first quarter of |ast
year. They were followed by multiple-line exclusive agents with an

i ncrease of 21 percent, agency building agents with an increase of 10
percent, home service agents with an increase of 4 percent, and PPGAs
with an increase of 3 percent. p



MetLife to rei mburse NY scamvictins

BUFFALO, N.Y. - Metropolitan Life Insurance Co. will pay $1.25 mllion
to reinburse 28 victims of an investment scamrun by two fornmer

enpl oyees, Attorney General Eliot Spitzer said.

Dennis McNerny, of WIliansville and M chael Ferguson, of East Amherst
are awaiting trial in state Suprene Court on a 35-count indictnent
charging themwi th grand | arceny, securities fraud and other fraud

char ges.

The two are accused of duping 45 investors out of $5 nmillion between
1993 and 1998. Met Life, which was unaware of the schene, wll pay
restitution to those victimzed while the defendants worked for the
conpany.

The nostly elderly victinse will receive 87 percent of the noney they

| ost when they handed over retirenment savings for what turned out to be
hi gh-ri sk investnments.

McNerney is accused of clandestinely soliciting investors while working
as a Met Life sales representative from Decenber 1990 until Septemnber
1995.

Ferguson, a Met Life agent from Cctober 1988 until June 1999, allegedly
recei ved conmi ssions from McNerney for soliciting investors for him
after McNerney left Met Life, Spitzer said.

Sun Life unveils universal life portfolio

VWELLESLEY HI LLS, Mass. -- Sun Life Assurance Conpany of Canada, a

menber of the Sun Life Financial (NYSE: SLC) group of conpanies, has

i ntroduced an updated universal life portfolio. The new portfolio
retains the key features and prices of Sun Universal Protector, a single
life product, and the second-to-die Sun Survivorship UL, but introduces
changes to conply with Regul ati on XXX

LI MRA of fers new menber services
W ndsor, Conn. - Linra International and Wonderlic, Inc., a provider of
enpl oyment sol utions, have entered into a partnership offering
recruiting, assessnent, and retention services to Linra nmenbers. The
foll owi ng products are now avai l abl e:

PhonApp(r) Autonmated Tel ephone Application Service

WebApp Automated I nternet Application Survey
(Both items allow job seekers to apply for a firm s open positions 24
hours a day.)

Wonderlic Enpl oyee Opinion Survey (tel ephone and Internet), which
gauges enpl oyee attitudes on inportant topics.

Wonderlic Exit Interview (tel ephone and I nternet)

Hire Learning Interviewer Training and Certification, which gives
recruiters and nmanagers information they need to conply with | aws and
regul ati ons governing the hiring process.

| nsurance Ti NeS: Florida Gov. Signs Bill Strengthening Rules For Viatical

| ndustry
July 4, 2000, Vol. XIX No. 14

Crimnal penalties for fraud anong the changes

TALLAHASSEE, Fla. (AP) - Regulation of an industry that sells the life



i nsurance policies of dying people to investors will be expanded and
strengt hened under a bill signed into | aw June 20 by Gov. Jeb Bush.

Vi atical conpanies give life insurance policy holders - usually the
terminally ill - a chance to get much-needed cash fromtheir policy.

I nvestors who buy the policies at bel ow what the payout will be get a
chance to profit when the seller dies. The business had its roots in the
Al DS crisis.

Because the buyer takes over prem um paynments and collects the benefit
when the seller dies, the sooner the seller dies the nore of a return on
i nvest nent the buyer sees.

A statewide grand jury recently found the industry rife with potentia
for fraud and recommended the changes nade by the bill Bush signed
Tuesday.

Just a nmonth ago, 18 people were indicted in an international $117
mllion scamthat fleeced nore than 3, 000 people and diverted noney
intended for the termnally ill sellers.

In that case, in West Pal m Beach, the conpanies allegedly took

i nvestors' money, but never bought the policies.

The bill increases crininal penalties for fraud in the industry and
requires the viatical conpanies to provide investors with nmore witten
di scl osures.

It also allows buyers to void their purchases in the three days after
such disclosures, calls for viatical conmpanies to come up with anti -
fraud plans and requires certain transaction forns be submitted to the
Depart nent of |nsurance for approval before they can be used.

The bill takes effect July 1.

| nsurance Ti NBS: Hancock Expands Sal es Qutlets
July 4, 2000, Vol. XI X No. 14

BOSTON- - John Hancock Life |Insurance Co. announced three alliances
that will expand distribution of the conmpany's products through banks
and other financial institutions.

The John Hancock Financial Institutions Goup (JHFIG, a sales and

mar keti ng arm of John Hancock responsible for all mutual funds,
annuities and insurance products in the bank channel, has established
relationships with Fifth Third Bank, CUSO Fi nanci al Services, and

Sout hTrust Securiti es.

Fifth Third Bank, a bank hol di ng conpany headquartered in C ncinnati
signed its first agreenent to sell the John Hancock Revol ution annuities
inits 12 affiliated banks in Chio, Kentucky, Indiana, Florida and
Arizona. The bank's 150 investment representatives will market the
Revol ution Variable annuities to Fifth Third' s brokerage custoners.

San Di ego- based CUSO Fi nanci al Services, a third-party narketer
established to exclusively serve credit unions, has added JHFIG as a
strategic partner and preferred provided for 2000. As a strategic
partner JHFI G has conplete access to the CUSO representatives for rmnutual
fund and annuity products. T

Sout hTrust Securities, headquartered in Birm ngham Al abama, has

sel ected John Hancock for its preferred |ist for the Guaranteed
Principal Annuity and the Revol ution variable annuity. SouthTrust
Securities also will sell John Hancock's nutual funds through its 125
regi stered representatives.

Sout hTrust Securities is a regi stered non-bank broker/deal er subsidiary



of Sout hTrust Corp., a bank hol di ng conpany that operates 623 banking

of fices and several bank-related affiliates in the Southeastern United
States, M ssissippi and Texas.

Said Tinothy Waterworth, vice president, JHFIG said the conpany is
"commtted to | everagi ng our strong brand, conplete Iine of products and
busi ness devel opnent prograns to help these new custoners grow their

mar ket share. "

| nsurance Ti mes: Life Settlenments Offer New Options For When Estate Needs
Change
July 4, 2000, Vol. Xl X No. 14

by Gary Chodes

Life insurance is a cornerstone of nost retirenment and estate financia
pl ans. Anmericans hold life insurance policies with a face value of nore
than eleven trillion dollars. More than 65 nillion Americans are
approaching their "golden years" in the next few decades. An increasing
nunber of higher net worth individuals in the richest generation in
history will become interested in opportunities to unlock the val ue of
their life insurance hol dings as they readjust their financia
priorities and portfolios.

Gol den Years

The need for holding a major life insurance policy often changes by the
time a client has reached retirenent age. Bought during high earning
years to protect dependents or business interests, the policy may be

| ess necessary now that the estate has grown and other assets assure
their security. Today's sophisticated investor will continue to | ook for
opportunities to naxim ze a portfolio of assets to neet changing life
needs, even well into the "gol den years." And the new future options for
today's life insurance policy may be good information to share with
someone just building for a confortable retirement and a substantia
estate.

Alife settlenent -- sale of an existing life insurance policy for a

di scount fromits face value -- offers an ol der policy hol der, who nay
have experienced some decline in health since the policy was issued, a
way to realize the present inmbedded value of a najor investrment in life
i nsurance. It's an option that was not available just a few years ago,
but one that is being exercised nore and nore frequently as the
financial revolution sweeps through retirement, financial and estate

pl anning. Life settlenents are changing sone of the rules for that
trusty old asset, the life policy, including policies bought years ago.

An Accel erating Market

An independent strategic study by Conning Research and Publications
found that Americans over age 65 hold nore than $492 billion in life

i nsurance. A substantial portion of that is held in termlife policies,
whi ch have no cash value to the holder, but can be worth a percentage of
the face value if sold as a life settlenment. Conning conservatively

estimated the potential life settlenent marketplace at nore than $100
billion in the com ng decade.
I ndustry anal ysts estimated that as nuch as $1.2 billion in face val ue

of life policies were settled in 1999. One conpany al one -- Viaticus,



Inc., an affiliate of CNA Financial Corporation -- has purchased over $1
billion in face value of life insurance policies in the past few years.
Two recent exanples of life settlements closed by Viaticus show how
exchanging a life policy for cash works for people who want to realize
the present value of an investnent in life insurance, or create new
options for the investnent.

Sone Exanpl es:

The policies described bel ow were all purchased by Viaticus, Inc., an
affiliate of CNA Financial Corp. The facts and nanes have been altered
to maintain client confidentiality.

Sale of policy allows retired couple nmore coverage for estate with | ess
noney

The husband, age 74, was uninsurable after surviving a stroke, his wife,
70, had sonme heart val ve problems, but was in reasonably good health.
They held a $1 million termpolicy on her life as part of their $4
mllion estate for their two daughters. The term policy was not enough
to cover estate needs, and the prem uns were escalating to prohibitive

| evel s. The couple sold the $1 million termpolicy and used the proceeds
to buy a $2 nmillion "second to die" policy, with noney |eft over from
the sale. Their daughters could now expect twi ce as rmuch noney in the
life insurance portion of the estate, with no worry about keeping up
steep premni umns.

Estate sees nore use for noney now

A 73-year old California man was the chief executive officer of a very
successful corporation. He held a $20 nmillion policy, with a cash val ue
of $2.1 million. The policy was held in trust with his children as the
benefici aries. However, based on the advice of |egal and tax counsel
the client wanted to discontinue the trust and pursue a new vehicle to
neet his needs. Though active, working and receiving excellent health
care, the insured was suffering recurrent health problens. He sold the
$20 million life policy for $4 mllion, paid to the trust. The client's
hei rs now had access to $4 million cash in the trust, and coul d expect
many nore years of their father's expert guidance to invest it wsely.

How a life settlement works

Alife settlenent is the sale of an existing life insurance policy at a
di scount fromits face value. There are no restrictions on how the

i nsured can use the noney. The conpany purchasing the |life insurance
policy beconmes owner and beneficiary of the policy, and is responsible
for making all future prem um paynments until the original policy

hol der' s deat h.

The typical policy holder is in his or her late 60's or ol der, has
experi enced a noderate decline in health status since the policy was
originally underwitten and holds a policy (term whole, split dollar or
universal life) with a face value in excess of $250,000. The seller --
an individual, business owner, partner, trustee, assignee or company --
works with a third party buyer to determ ne an offer anmount for the
policy. The buyer calculates this value after considering the age,
gender and health of the insured, the face ampbunt of the policy, the
prem um obl i gations, the renmining cash value and the type of policy.
The buyer typically underwites the current health of the insured as
part of this process. This nmeans the insured provides a release to
review certain nmedical records.

Conmon estate planning applications



As seen in the two exanples, both growi ng estates and maturing estates
can often use the life settlenent as a vehicle to change the role of a
major life policy. Here are some exanpl es of how common changes in the
size of a taxable estate can nean a life settlenment could be a good
option for your client:
Estates growing in size and liquidity

An increase in an individual's liquidity makes |ife insurance a |ess
desirabl e fundi ng mechanismto pay estate taxes. (Case 2, the California
CEO)

A client wants to buy an even higher face anmpunt of coverage on the
life of a spouse or a "second-to-die" policy.
Reduction in size of taxable estate
A reduction in an individual's estate size or a change in tax policy
means either nore or less insurance is required to pay projected estate
taxes. (Case 1, the older couple required nmore cash in the estate for
t axes)

An individual has a change in financial condition, and the premumis
no | onger affordable.

An individual's policy has |arge | oans against it, making the policy
expensive to nmmintain
O her considerations

The insured has outlived all or nobst beneficiaries of the policy.

The insured would like to gift the policy to a charitable
organi zation, realize the tax deduction for the sale anpunt this year
and hel p the organi zation neet current cash or capital needs.

What this nmeans for younger clients planning for retirenent

So far the exanples have all been policy hol ders over age 70 adjusting a
mature estate. \Wat do these transactions nmean for someone in their
40's, 50's or 60's working to build a retirenent plan today? It neans
that a life insurance policy is no longer a one-way ticket. Does that
change the picture for how to advise soneone planning for retirenent 10
- 30 years fromnow? Not substantially, perhaps, but it's good to know
at the front end what that policy may be worth under some future
scenarios that don't include just what the issuing conpany is willing to
pay. The settlenent marketplace has nade a life policy an even nore

uni que and flexible financial instrunent, with an inbedded val ue that
can often exceed the actual cash val ue.

One final point that a sharp retirenent and estate planner should know,
and which needs to be fully disclosed to the client: there are

conmi ssions paid on the settlenent to the agent, broker or retirenent

pl anner; generally a percentage of the value of the net death benefit of
the policy settled. For exanple, Viaticus, Inc. paid nore than $17
mllion in conmissions to parties representing the sellers of insurance
policies in 1999. The average face val ue of policies bought through
their Iife settlenents was approximately $1.3 nmillion. Policies with
face values as | ow as $100, 000 have changed hands, but npst settlenent
providers are | ooking for policies of $250,000 - $500,000 and nore. p

Chodes is president and co-founder of Viaticus, Inc., a provider of
life settlenments. Viaticus, Inc. is an affiliate of CNA Financial and is
based in Chicago, Illinois. Viaticus works with agents, planners,
brokers and producers. Call Viaticus Inc.'s toll-free nunmber: 1-888-216-
0970 or visit HYPERLI NK http://ww. vi ati cus. com

http://ww. viaticus.com



| nsurance Ti mesS: Profile Of Clients Wwo May Be Interested In A Life
Settl enment
July 4, 2000, Vol. XX No. 14

The profile of a client nost likely to be interested in investigating
t he possible benefits of a life settlenent is soneone who:

Is older, generally over 65.

Hol ds a high face value policy that may have rising prenm uns due.

May be considering letting the policy |apse because estate or business
needs have changed.

Has some decline in health since the policy was originally witten
(enough to change table rating, but not |ife-threatening).

For high-net-worth clients who share these not-so-uncommmon
characteristics, life settlenments can offer an attractive option to
realize the current value of a comopn investnent whose purpose may have
changed over the years. A life settlenment can unlock the value of a
large life insurance policy, offering the flexibility to pursue new
opportuniti es.

| nsurance Ti NBS: Enployee Benefits & Managed Care
July 4, 2000, Vol. XX No. 14

i . Choose Aetna Life sinplifies benefits

Hartford - A new web-based system i.Choose Aetna Life Insurance,
permits eligible enployees to apply for life insurance coverage, change
their beneficiary or apply for additional coverage at their convenience
as life events occur.

The system al so provi des online benefits education and comunication to
enpl oyees through the enployer's internal web site.

i . Choose Aetna Life Insurance relieves benefit nanagers fromthe hassle
of adm nistering group life prograns. Since enployees will connect
directly with Aetna el ectronically, enployers no | onger have to process
paper enroll ment forms, beneficiary forns, or evidence of insurability
paper wor k.

"Wth i.Choose, enployees can apply for coverage or coverage increases
wi t hout waiting for annual enrollnment periods giving them nore
protection as they need it and nore control in designing an overal
financial portfolio," said Ann Bryan, vice president, Aetna Life
products. "As enployers nmove toward a defined contribution plan of
benefits, where enpl oyees detern ne how and where to spend their benefit
plan dollars, our goal is to provide access to reliable and hel pfu

i nformation."

"Enpl oyees need the flexibility to update and revise coverage as their
life insurance needs change. Having a baby or buying a new house can
bring on additional financial responsibilities that can devastate a
famly if incone stops unexpectedly," said Bryan. p

BenefitPort signs group pact with Prudentia

GREENW CH, Conn. - BenefitPort, an Internet-based network for health

i nsurance sal es and enpl oyee benefits, has signed a national agreenent
with The Prudential |nsurance Co. to distribute group insurance



benefits, including group basic termlife, accidental death and

di smenbernent, and disability products and servi ces.

BenefitPort was created through a conbinati on of independent insurance
agenci es and i nsurance software firns and now serves over 17,000 brokers
across the U.S. It is already doing business with over 50 insurance
carriers and 35,000 enpl oyer groups.

A broker can open his BenefitPort Internet desktop every day and nanage
his or her whole book of business. The systemalerts the broker to
policy renewal s and tracks appointnments with new prospects. Proprietary
BenefitPort software provides access to nearly instantaneous quoting
froma vast array of carriers, inclusive physician disruption analysis
and easy, efficient electronic enrollnment. Qher electronic services

al so currently available include: online product and benefit
descriptions; electronic generation of sales proposals, custonized for
each carrier; electronic provider directory distribution to brokers
and enpl oyer groups; and commission tracking for all producer paynents.
Prudential's Group I nsurance products to be added to BenefitPort's
expandi ng online portfolio will include basic termlife; accident death
and di snenberment coverage; short termdisability and [ ong term
disability.

Mass. plan would help parents take time off

BOSTON - New parents would be able to collect up to 12 weeks of

unenpl oynent benefits under a plan being considered by | awrakers.

The plan would use the state's $1.8 billion unenpl oyment insurance trust
fund to extend benefits to parents of newborn or newly adopted children
Supporters say the proposal is needed to hel p working parents neet the
needs of new children without facing a fiscal crunch

““Under this bill, when a new child is born or a new child is adopted,
working famlies get the crucial tinme they need at honme,'' said Sarah
Nat han, spokeswoman for the Massachusetts AFL-Cl O

Opponents say the trust fund should only be used for its origina

pur pose - hel ping workers who have | ost their jobs.

"I'f you expand the programto neet other social needs, by the tine you
need it to pay for the benefits of laid-off workers, you don't have
it,"' said Alan Macdonal d, of the Massachusetts Taxpayers Foundati on
The state's unenpl oynment insurance trust fund is supported with
contributions from Massachusetts enpl oyers.

URI pushing for donestic partnership bil

PROVI DENCE - The University of Rhode Island is pushing for a bill that
woul d grant domestic partners the sanme health benefits that spouses and
children of state enpl oyees receive.

Presi dent Robert Carothers said the proposal -- which applies to gay and
straight partners -- is a recruitnment tool to help URl conpete with
other universities. "W are in an extrenmely conpetitive |abor narket. W
just can't afford to | ose good people because of an inequity in the
system'' said Carothers, who testified before the House Finance
Conmittee.

The bill, sponsored by Rep. Gordon Fox, D Providence, was introduced
late in the legislative session and will not be taken up this year
because the costs are still unclear. But the House committee still held

a hearing on the neasure to educate | awrakers and get a head start for
next session.

Under the bill, any partner of a state worker who has been living with
t he enpl oyee and sharing finances for at |east two years would be



eligible. The person also has to be over 18 years old and not narried to
anyone el se.

"“They either need to give us the sane benefits or allow us to get
married,'' said Judith Anderson, a gay woman and retired URI professor
Ander son worked at the school for 30 years and was never able to extend
her health benefits to her longtine partner

Asimlar bill was filed |last year but never made it out of commttee.

O her states that provide the benefits are California, Connecticut, New
York, Vernont, Hawaii and Oregon

Two private enployers in Rhode Island already extend the benefits

i ncludi ng Brown University and Fl eet Bank, according to the Rhode Island
Al liance for Leshian and Gay Civil Rights. Al so, 20 percent of Fortune
500 compani es offer the benefits.

““If | dony job | should be able to take care of ny partner just as the
married man next to ne can,'' said Kate Monteiro, who belongs to the

al l'i ance.

Carothers said nore than 200 col |l eges and universities offer the
benefits including the University of New Hampshire and the University of
Ver nont .

There are about 15,600 state enpl oyees. Early estimtes show that about
30 people would be eligible for the benefits, according to Robert Carl,
state Director of Administration. That woul d cost about $90, 000, he

sai d.

"“This, to ne, is not a controversial bill. This is a very straight
forward sense of fairness for people that work for us,'' Carl said.
Fox said he will reintroduce the bill next year.

“Tlt's inperative that we get up to date on issues |like this, he said.

| nsurance Ti mMeS: Harvard PilgrimHVD Back I n Business Wth New Boar d
July 4, 2000, Vol. XX No. 14

Mass. seeks end to receivership; NH authorizes witing in state

by Mark Hol | mer
| nsur anceTi nes

BOSTON - Harvard Pilgrimtook two big steps toward stability on June 19.
Conmi ssi oner of Insurance Linda Ruthardt and state Attorney General Tom
Reilly asked the Suprene Judicial Court to vacate its Jan. 4 order

pl acing the struggling HMO in receivership

They al so announced the appoi ntment of 10 people to the Harvard Pilgrim
board of directors.

Rehab Pl an

The dual actions follow a judge's approval last nonth of a state plan to
rehabilitate Harvard Pilgrim which lost an estimated $226 million in
1999, according to state officials.

In prepared statenents, both Ruthardt and Reilly spoke favorably about
the new board menbers.

"We have found a group of sincere, know edgeabl e vol unteers who are
conmitted to doing their very best to restore Harvard Pilgrims fisca
heal t h," Ruthardt said.

The new board nenbers provide a public service by agreeing to join the



board in two ways, Reilly said, "by working to protect Harvard Pilgrims
nmenbers and providers ...(and) by helping maintain stability in the
health care system here in Massachusetts."

Among the insurance industry-rel ated professionals on the board: John
Budd, former senior vice president, secretary and general counsel of the
ol d Paul Revere Conpani es; and Barry Shem n, senior vice president and
corporate actuary for John Hancock Financial Services.

Voluntary Directors

Board nenbers will serve on a voluntary basis. Previous board nenbers,
who were di smssed by the receivership, were each paid a $10, 000 annua
sti pend.

Nam ng a new board of directors is the last step needed from Rut hardt,
as temporary receiver, to make Harvard Pilgrimeligible to be rel eased
fromreceivership.

But Ruthardt's involverment would continue. If the court approves

rel easing the request, she would become the HMO s adm nistrative
supervi sor.

Admi ni strative supervision is a mlder |evel of regulatory oversight
than receivership, according to the Division of Insurance.

In related news, New Hampshire officials authorized Harvard Pilgrimto
resume witing new health coverage in that state effective June 1

New Hampshire | nsurance Conmi ssioner Paul a Rogers conmended
Massachusetts officials for their handling of the Harvard
rehabilitation.

Rogers noted that Harvard has signed a consent agreenent designed to
give the state nore oversight. This agreenent requires Harvard to notify
the department and its policyholders of the status of its provider
network. It also requires Harvard to file monthly financial reports and
to maintain a $1.5 m|lion special deposit for the protection of New
Hanpshi re policyhol ders.

| nsurance Ti mes: Bill Gears Up Status OF Church-Based Benefits
July 4, 2000, Vol. XI X No. 14

WASHI NGTON - Legi sl ati on approved by the House clarifies the | ega
status of church-based health care and pension plans, ending the
uncertainty that has di scouraged sone health i nsurance conpani es from
doi ng busi ness with church pl ans.

Only four states - Florida, Mnnesota, South Dakota and Texas - have

| aws giving special protections to church-sponsored benefit prograns,
potentially making those prograns subject to state insurance regul ations
and rai sing concerns anong sone health i nsurance conpani es that they
could be classified as unlicensed entities.

The bill nakes clear that a church welfare plan is considered to be
sponsored by a single enployer that does not engage in the business of
i nsurance for purposes of state insurance |aws.

Sen. Jeff Sessions, R Ala., author of the bill in the Senate, said
denom nati onal plans provide health and pension benefits to nore than
one mllion clergy and church | ay workers nationw de.

"The churches have been providing affordable i nsurance for their
enpl oyees, but feel threatened by the uncertain | egal status of these
plans. Qur legislation nakes it clear that the states need not interfere



wi th these plans, Sessi ons sai d.

The House approved the neasure by voice, sending it to the president for
his signature. The Senate passed the bill [ast November.

The bill is S. 13009.

| nsurance Ti NMBS: Ny City Mayor Guliani Proposes Kids' Health Plan
July 4, 2000, Vol. XI X No. 14

NEW YORK (AP) - Facing his own health probl ens, the nayor announced
that the city will try to provide health care coverage to about 900, 000
uni nsured residents.

Mayor Rudol ph G uliani, who announced the program Wednesday, was

di agnosed with treatable prostate cancer in April, which led himto drop
out of the U S. Senate race against first lady Hllary Rodham Clinton
He has not discl osed how or when he will begin his cancer treatnents.

G uliani said the health problems were part of the inpetus behind the
new program called Heal t hSTAT, which began si x nmonths ago.

The programwi || direct city agencies to aid the uninsured in applying
for benefits for various city, state and federal health prograns,

i ncl udi ng Medi cai d.

There are about 1.8 million uninsured city residents, two-thirds of whom
have jobs. Sone of the uninsured do not qualify for health insurance
because they earn nore than various federal income guidelines. About a
quarter of the city's uninsured are children

Guliani said the programw Il use a computer database to find and

t arget nei ghborhoods with |arge popul ati ons of the uninsured.

Public schools, fire stations, police precincts, hospitals and ot her
facilities throughout the city will distribute health insurance
applications and other information.

It is unclear how much the programw || cost the city, Guliani said.

| nsurance Ti meS: NJ Wants Omer O Bankrupt HVO To Pay
July 4, 2000, Vol. XX No. 14

TRENTON, N.J. (AP) - The owner of a bankrupt HMO and three associ ates
shoul d pay the state $16.7 mllion in damages because they raided the

i nsurance conpany's bank accounts, the state said in a |awsuit.

Those wi t hdrawal s hel ped doomthe conmpany finically and the executives
hid the conpany's dire financial situation fromstate regulators, the
state alleged in court papers.

American Preferred Provider Plan was one of two HMOs that went bankrupt
in the early 1990s.

In April Gov. Christie Wiitman signed a bill that would cover the $150
mllion in debt left by the bankruptcies. Renmaining health care
providers woul d forgive $50 million in debt, but the state and the
surviving HM>s will each pay $50 nmillion to cover the remaining | osses.
The | awsuit nanes APPP owner Dr. Magdy Elamir as well as Harold E
Smith, Joseph Randazzo and Mbhamed Hanafy.

Randazzo was the conpany's chief financial officer and with Smith
oversaw the conpany's clai ns processing system Hanafy, a certified



public accountant, supervised the |edger, bank accounts and check books.
"Dr. Elamir and his associates operated APPP in a way that allowed them
to use conpany funds for personal purposes,'' Departnment of Banking and
I nsurance Acting Conmi ssioner Karen L. Suter said in a statenent.

Founded in 1994

The i nsurance conpany was founded in March 1994 and by August 1995 was
licensed to provide HMO services in 13 counties. Menbership grew from
2,738 in 1995 to nore than 44,000 and 1, 900 medi cal providers in md-
1998.

But the group had financial difficulties fromthe start, according to
the |l awsuit.

Beginning in 1996, Elamr and his associates funneled $6.4 million in
paynments to ot her conpani es he controlled, according to the conplaint.
The lawsuit alleges paynments of $500, 000 and $317,000 fromthe conpany
to Elamr.

Fi nanci al records al so detail paynents of over $5.7 nillion by Elamr
and his associates to unknown accounts, the |awsuit contends.

As the insurance conpany expanded, those paynents further eroded its
fiscal stability, and it was unable to neet state financial guidelines,
according to the lawsuit.

| nsurance Ti NBS: AIDS Disability C ai mUpheld Despite Non-Disclosure
July 4, 2000, Vol. XI X No. 14

by Scott Andrews
Associ ated Press

SAN FRANCI SCO - The California Supreme Court on June 19 unani nously
upheld a man's insurance claimfor AIDS-rel ated disability, despite his
deci sion not to disclose a positive test for HHV in his origina
application for a policy.

The court's decision strongly encourages insurers to ask about nedica
conditions before a disability policy is issued or to ferret them out
within two years. After two years, the court ruled, consumers can nake

di sability clains based on illnesses that were not specifically excluded
fromthe policy - even if those illnesses existed before the policy was
pur chased.

A lawer for Mark Galanty, the man with AIDS, said the ruling has broad
i mplications for many consumers.
"Peopl e who becone disabled - regardl ess of the cause - need no | onger

worry that an insurance conpany will dig through their nedical files in
an attenpt to find a previous lab result, genetic test or nedica
condition to use as an excuse for refusing paynent,'' said Jon Davidson

of the Lanbda Legal Defense and Education Fund, which handl es civi
rights case for gays, |esbhians and people with AIDS or H V.

Larry M Colub, a lawer for Paul Revere Life Insurance Co., which

deni ed benefits to Galanty, said he had not read the ruling and declined
to comment. Lawyers for the Anerican Council of Life Insurers, which
supported the conpany in court, did not respond to requests for

i ntervi ews.

Gal anty, of Studio City, was working as a freelance transcriber of court
depositi ons when he tested positive for HV in June 1987. He was told
the result was unreliable unless confirmed by a second test. He chose



not to get a second test at the tine.
In March 1989, Gl anty bought his Paul Revere disability policy froma
sal esman. The conpany did not ask Gal anty whether he had Al DS or whet her
had tested positive for HV, and the policy did not exclude people with
ei ther of those afflictions.
It was not until Septenber 1994 that Galanty clainmed disability based on
Al DS and on an AIDS-rel ated condition that causes nunbness and pain in
the hands and feet. Paul Revere initially paid benefits, but denied
coverage for about two years once it found out about the positive HV
test - which the conpany said anpunted to a pre-existing condition
Justice Kathryn M ckl e Werdegar, who wote the opinion for the Suprene
Court, said there were three clauses in Galanty's policy that were at
i ssue.

One said the conpany woul d not pay benefits for a sickness or disease
that predated the policy.

A second said no benefits would be paid for a pre-existing condition
that Galanty did not disclose in his application for the policy.

A third clause said that, after two years, the conmpany woul d not
reject a claimbased on any statement in the application. It also said
t he conpany woul d not reject a claimfor a pre-existing illness unless
that illness were specifically excluded from coverage.

Al t hough Gal anty's claimm ght reasonably be rejected under the first
two clauses, the third clause overrul ed them because it is the only one
required by a state law, the court found.

Such "incontestability clause'' |laws are common throughout the United
St ates.

They arose out of 19th century charges that insurance conpanies
routinely collected premuns for many years, then rejected clains on

m nor technicalities, Wrdegar said. To prevent that, states strictly
limted the tinme period during which conpanies had broad authority to
reject clains for pre-existing illnesses or for nistakes on the
application.

According to Werdegar, Paul Revere argued that her interpretation would
destroy its ability to control the risks it assunes. But she said the
conpany reduces its risk sinply by excluding nore diseases fromits
policies, and by investigating policyholders thoroughly within the first
two years.

"Only an insurer, like Paul Revere in the case before us, that chooses
to forgo tinely verification of the insured' s medical condition runs
the risk of having to pay a claimthat may turn out to be related to a
sickness that first manifested itself before the policy's inception
date,'' said Werdegar.

About two years after Paul Revere cut off Galanty's AlDS-rel ated
benefits, he began collecting for a different, non-AlIDS disability:
trenmors in his hands. The June 19 ruling, which overturns two | ower
court rulings, neans he will get about $72,000 in conpensation.

The case is Mark Galanty v. Paul Revere Insurance Co., S073678. The
court's opinion can be read at www. courti nfo.ca. gov/opini ons/
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The Gencorp I nsurance Network is



hel ping to build stronger independent agencies in New Engl and

Maj or Carriers

P&C, Life & Health, Financial Services
Sal es & Marketing Support

Underwriting & C ains

| nsurance Ti MeS: Enpl oyee Benefits & Managed Care
July 4, 2000, Vol. X X No. 14

NCM Anerica | nc.
5026 Canpbell Blvd., Suite C
Baltinmore, MD 21236

The above conmpany 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 the Commi ssioner of Insurance, One South Station

Bost on, Massachusetts 02210 Attn: Financial Surveillance and Conpany

Li censing, within 14 days of the date of this notice.

June 20, 2000

Teachers I nsurance and Annuity Association of America

730 Third Ave.

New York, NY 10017

The above conpany has nade application to the Division of Insurance for
an anended license/ Certificate of Authority to transact Accident (Al

ki nds) and Health (Al kinds) insurance in the Conmonwealt h.

Any person having any information 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 Conmm ssioner of

I nsurance, One South Station, Boston, Massachusetts 02210 Attn:

Fi nanci al Surveillance and Conpany Licensing, within 14 days of the date
of this notice.

June 20, 2000

Pref erred Professiona

I nsurance Conpany

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

The above company has nade application to the Division of Insurance for
an anended license/ Certificate of Authority to transact Property &
Casualty insurance in the Conmonweal t h

Any person having any informati on regardi ng the conpany which relates to
its suitability for a license or Certificate of Authority is asked to
notify the Division by personal letter to the Comm ssioner of I|nsurance,
One South Station, Boston, Massachusetts 02210 Attn: Financia
Surveil l ance and Comnpany Licensing, within 14 days of the date of this
noti ce.



| nsurance Ti MBS: PIA elects NY's Wlson national VP, Petras joins Sun
Li fe; Hol cunmb heads Trunbull; |SO President and CEO Coyne approved; Miine Mitua

pronmotes 4; NAIWRI elects officers
July 4, 2000, Vol. XIX No. 14

Nat i onal PI A
Lewis L. WIlson was el ected national vice president of the Nationa
Associ ation of Professional |nsurance Agents during the group's

nati onal board neeting in Washington, D.C. Wlson will serve a one-year
termthat begins on October 1, 2000.
The Cobbl eskill, New York, resident is chairman of PIA National's

CGovernment Affairs Committee. He oversees the association's Capitol Hil
| obbyi ng efforts and grassroots program around the nation

Chubb Executive Ri sk

Chubb Executive Risk Inc., based in Sinsbury, Connecticut, and a
subsidiary of the Chubb Corp. headquartered in Warren, New Jersey,
announced three officer appointnments in its clainms departnent. G egory
P. Barabas, vice president of clains and manager of specialty clains,
announced the appointnments. Diane M Parker, of Springfield, Mass., is
now assi stant vice president and clains counsel. Julianne Splain, of
West Hartford, Conn., is now assistant vice president and nanager of
errors and om ssions (E&) clains. Louise Van Dyck, of Avon, Conn., was
promoted to assistant vice president and manager of commercial/financia
cl ai nms.

Sun Life

Sun Life Insurance and Annuity Conpany of New York announced that Jim
Petras has accepted the position of group sal es manager. Petras has been
with G gna for the past seven years and, before that, Prudential. He

wi || manage the conpany's group sales of life and disability products in
New Yor k.

Rhode | sl and

Governor Lincoln Al nmond has naned Marilyn Shannon McConaghy of Pawt ucket
as the new director of the Departnent of Business regul ation. She

repl aces Tom Schunpert who was approved as the new executive director of
t he Econoni c Devel opnent Corporation. She has served since 1997 as
executive counsel at DBR She is also a fornmer state senator

Trumbul | Services

The Hartford Financial Services G oup has appointed Stephen M Hol cunb
as president of Trumbull Services, its subsidiary that provides

out sourci ng solutions to insurance and financial services firms.

Hol cunb cones to Trunbull from Specialty Ri sk Services, another Hartford
subsi di ary, where he was senior vice president.

He replaces Ellen Wlcox at Trunbull. WIcox has been naned chi ef
executive officer of CainPlace, an Internet-based clains filing service
in which The Hartford is a major investor

Mai ne Mutual Fire
Mai ne Mutual Fire Insurance Co announced several several pronotions:



Panel a Johnson, vice president and conmercial |ines nanager; Steven
Chandl er, vice president and personal |ines manager; Tinothy Vernon,
assistant vice president and property claims manager; and M chael Young,
assi stant vice president and accounting manager.

I nsurance Services Ofice

Shar ehol ders of | nsurance Services Ofice, Inc. (1SO approved changi ng
its corporate charter, enabling Frank J. Coyne to become president and
chi ef executive officer July 1, succeeding Fred R Marcon, who wll
remai n chairnman.

| SO sharehol ders also elected to the board Walter R Batenman, 11,

chai rman, president, and chief executive officer of The Harleysville

I nsurance Cos.

The Mony G oup

Bart Schwartz has been appoi nted senior vice president and general
counsel of The Mony Group. Schwartz will report directly to Chairnman and
Chi ef Executive officer Mchael |I. Roth and will oversee all |egal
operations.

NAI W Rhode | sl and

The National Association of |Insurance Wonen of Rhode Island held its
57th installation of officers on June 13. Installed were President Joan
D. Fury; President-Elect Brenda D. MIler; Vice President Carol A

d owacki; Corresponding Secretary Donna L. Varin; Recording Secretary
Donna A. Liro; Treasurer Lynne A. Lanmarre; and Directors Karen V.

Hol man, Margaret M O Meara, and Julia M Cahoon. Installing officer was
Franci ne A. Ledo.

The Hartford

Stephen R M ni han has been appointed to the new y-created position of
seni or vice president and director of the Ofice of the Chairnan at
Hartford Financial Services Goup, inc. Mnihan will becone a key
strategi c advisor in his new role.

In a related change, Stuart M Carlisle was naned vice president and
director for investor relations.

Pl A New Jer sey

Oficers of the Professional |nsurance Agents of New Jersey for 2000-
2001 were elected during |ast nonth's annual business neeting in
Atlantic City. Kenneth R Auerbach of Ccean was el ected president. He
is director of operations and general counsel for E&K Agency in
Eatontown. In his inaugural remarks, Auerbach said agents mnust be
prepared to deal with three key issues: trial |awers,

di si ntermedi ati on, and banks.

Joi ni ng Auerbach as officers are Lisa Gonez Gal ante, of Bayone's Summt
I nsurance Advisors, as president-elect; David J. Madara, of The Madara
Co. in Laurel, as vice president; Steven A Reichman of NIA Group in
Sonerset, as vice president; John Latiner, with Barclay Goup in

Ri verton, as secretary/treasurer; and Paul R Mbnacelli, of

ADP/ St at ewi de | nsurance Agencies in Mrristown, as i medi ate past

presi dent.

Pl ANJ honored Edward F. Drag of Selective Insurance as Conpany Person of
the Year and Carl Radespiel of Upper Saddl e Ri ver as Professional Agent
of the Year.
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July 4, 2000

Country Life Insurance Conpany
1701 N. Towanda Avenue
Bl oom ngton, IL 61701

The above conpany has nade application to the Division of Insurance for
a license to transact Accident, Health and Life insurance in the
Conmonweal t h.

Any person having any information regardi ng the conpany which relates to
its suitability for a license is asked to notify the Division by
personal letter to the Commi ssioner of Insurance, One South Station

Bost on, Massachusetts 02210 Attn: Financial Surveillance and Conpany

Li censing, within 14 days of the date of this notice.

July 4, 2000

Country Casualty

I nsurance Conpany

1701 N. Towanda Avenue
Bl oom ngton, IL 61701

The above conpany has nade application to the Division of Insurance for
a license to transact Fire, Ccean, and Inland Marine, Wrkers
Conpensation, Liability Qther Than Auto, Auto Liability, G ass, Water
Damage, and Sprinkler Leakage, insurance in the Commonweal th.

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 the Commi ssioner of Insurance, One South Station

Bost on, Massachusetts 02210 Attn: Financial Surveillance and Conpany

Li censing, within 14 days of the date of this notice.

July 4, 2000

Country Mitua

I nsurance Conpany

1701 N. Towanda Avenue
Bl oom ngton, 1L 61701

The above company has nade application to the Division of Insurance for
a license to transact Fire, Ocean, and Inland Marine, Fidelity and
Surety, Workers' Conpensation, Liability Gther Than Auto, Auto
Liability, G ass, Water Danmge, and Sprinkler Leakage, Burglary,
Robbery, Theft, Forgery, Larceny, and Livestock insurance in the
Conmonweal t h.

Any person having any information regardi ng the conpany which relates to
its suitability for a license is asked to notify the Division by
personal letter to the Comni ssioner of Insurance, One South Station
Bost on, Massachusetts 02210 Attn: Financial Surveillance and Conpany

Li censing, within 14 days of the date of this notice.



July 4, 2000

ACE Anerican |Insurance Conpany
1601 Chestnut St.
Phi | adel phia, PA 19101-1484

The above conpany has nade application to the Division of Insurance for
a license/ Certificate of Authority to transact Accident & Health

i nsurance in the Commonweal t h.

Any person having any information regardi ng the conpany which relates to
its suitability for a license of Certificate of Authority is asked to
notify the Division by personal letter to the Comm ssioner of I|nsurance,
One South Station, Boston, Massachusetts 02210 Attn: Financia
Surveil l ance and Conpany Licensing, within 14 days of the date of this
noti ce.

June 20, 2000

Jewel ers Mutua

I nsurance Conpany

24 Jewel ers Park Drive
Neenah, W 54957-0468

The above conmpany has nade application to the Division of Insurance for
a license/ Certificate of Authority to transact liability other than
auto insurance in the Comonwealth.

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

I nsurance, One Sout h Station, Boston, Massachusetts 02210 Attn: Financia
Surveil |l ance and Company Licensing, within 14 days of the date of this
noti ce.

June 20, 2000

The Travelers Indemity
Conpany of M ssour

One Cityplace Drive

St. Louis MO, 63141

The above conpany has nade application to the Division of Insurance for
a license/ Certificate of Authority to transact Wrkers' Conpensation

i nsurance in the Comonweal t h.

Any person having any information regardi ng the conpany which relates to
its suitability for a license or Certificate of Authority is asked to
notify the Division by personal letter to the Comm ssioner of I|nsurance,
One South Station, Boston, Massachusetts 02210 Attn: Financia
Surveil l ance and Conpany Licensing, within 14 days of the date of this
noti ce.

| nsurance Ti mesS: Comonwealth OFf Massachusetts Department Of Consumer
Affairs- Division O |nsurance
July 4, 2000, Vol. XI X No. 14



July 4, 2000

ManagedConp | nsurance Conpany
100 Fifth Ave.
Wal t ham MA 02354-9146

Pursuant to Massachusetts General Laws Chapter 175, Section 44 an
application has been made to the Massachusetts Conmi ssioner of |nsurance
(" Comi ssioner") by ManagedConp | nsurance Conpany ("Applicant") for
approval of a proposed plan to termnate its powers to transact

i nsurance and to continue as a corporation subject to the business
corporation |aws of the Commonwealth ("Plan").

The Applicant has no insurance policies currently in effect. The
appl i cant has reinsured one hundred percent of its insurance contract
obligations. Pursuant to the Plan, the Applicant proposes to comute its
liabilities to the Massachussetts Wrkers Conpensation Assigned Ri sk
Pool . The Applicant also proposes to distribute certain of its assets to
share hol ders by neans of a dividend.

Informati on about the Plan is available for public inspection at the
Fi nanci al Surveillance and Conpany Licensing Section at the Division of
I nsurance, One South Station, Boston, MA 02110

Any person having information regardi ng whether the Plan should not be
approved is asked to notify the Conm ssioner by personal letter, setting
forth the nature of the person's informati on and rel evance to the Pl an
addressed to Conmi ssioner of |nsurance, One South Station, Boston, MA
02110, Attention: Financial Surveillance and Comnpany Licensing, wthin
fourteen days of the date of this notice.



