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Several life and health bills passed, while property/casualty was
| argel y untouched

by Mark Hol | mer
| nsur anceTi nes

A genetic testing privacy bill - considered one of the nopst
stringent in the nation - sailed through the Massachusetts
legislature at the end of its session

The bill - waiting for Gov. Paul Cellucci's signature as of Aug.
9 - ended a year that featured passage of a nunber of other |aws
al so affecting Iife and health insurance issues, including

di abet es cost reduction and additional non-group health insurance
reform

"It was a very productive session for us," said Andrew Cal anare,
president and c.e.o. of the Life Insurance Association of
Massachusetts.

On the other hand, legislators left the property/casualty side of
t he i nsurance busi ness al nost untouched. Countersignature reform
passed, but commercial |ines deregulation and a proposed | arge-
scal e study of the auto insurance industry didn't.

Geral d Zi mrerman, counsel for the National Association of

I ndependent |Insurers, said in a press release that the

| egi sl ati ve session ended on a beni gn note because a nunber of
trial lawer initiatives and "onerous workers conpensation bills"
didn't pass.

"The first order of the Hippocratic oath is to 'do no harm' and
that's what happened in Massachusetts this year," Zi mernman said.
At | east one other industry insider found very little to conplain
about .

"Overall this past |egislative session was good," said Dan Fol ey,
director of government affairs and general counsel for the
Massachusetts Associ ation of |ndependent Insurers.

"It shows for the npost part the marketplace is operating
reasonably well. Consuners ... are generally happy and are not
screamng and yelling to their legislators that they' re getting
ri pped off and something has to be done," he said.

And though it was a quiet year for the MAIA association
Executive Vice President Frank Mancini said one inportant non-
heal th insurance bill did successfully pass through the

| egislature during its session

The new | aw, he said, places an independent agent on the board of
directors of the Medical Ml practice Reinsurance Pl an

Currently, Mancini said, the board is nade of representatives
fromfive conpanies and it | acks agent representation.

Genetic Privacy

O all the insurance-related bills signed passed during the
session, genetic privacy was arguably the nost significant.
Assumi ng Cellucci signs the bill, the Bay State will have sone of
t he toughest standards in the nation governing genetic privacy,

Awai t s



including a restriction that bars insurance conpani es from
requiring an applicant to take a genetic test.
An admi nistration source said that "the Governor and Lieutenant

Governor (Jane Swift) are leaning toward signing the bill ... but
as of Wednesday (Aug. 9) had not nade a final decision
Cellucci will approve the bill, veto the neasure or send it back

to the Legislature with anmendnents.

Cal amare said he was pl eased that the | aw defines genetic testing
as sonmething that's a predictive test for a healthy person rather
than a diagnostic one used to identify illnesses.

It was inportant, Calamare said, to establish that distinction so
Iife insurance compani es can continue to assess risks froma
potential insured by requiring diagnostic tests to check things
i ke bl ood sugar or chol esterol before underwiting a life

i nsurance policy.

Supporters of the genetic testing privacy bill have understood
fromthe begi nning, Calanare said, that |ife insurance " is an
optional form of insurance And they respect the right or
obligation we have to assess the risk of an applicant."

According to Cal anmare, genetic privacy |egislation has been under
consideration in some formfor about five years.

Recent advances in mapping the human genone, Cal anare said, |eft
his association feeling it was inmportant "to cone to terms with

t he vari ous advocacy groups " who supported genetic privacy

| egi sl ati on.

"This whol e notion of genetic testing is sonmething that's just in
its infancy and our key issue with this bill is in ternms of the

definitions," he said.

Busy Session
Overall, Calamare said the |egislative session was a busy one for
life and health insurers because | egislators recognize the dua
industries are "in a conpetitive environment throughout the
country, not just here in Massachusetts.
"They need to have adaptive statutes that are very old, to allow
conpani es to conpete throughout the country,"
Even the Health Insurance Association of Anerica got indirectly
i nvol ved in Massachusetts' push for genetic privacy |egislation
which joins simlar |aws passed in nmore than 30 states including
Connecticut, Maine, New Hanpshire, Vernont, Rhode |sland and New
Jersey.
Associ ati on spokesman Ri chard Coorsh said his group didn't take
an official position on the genetic privacy |egislation. But at
the sane tine, |obbyists fromhis association worked with sone
Bay State |egislators "and expressed sone concerns" about the
bill's scope, "particularly as it applies to nedical expense
carriers, and the extent to which it may apply to supplenenta
heal th i nsurance carriers.™
Coorsh said the H AA was ultimately "pleased we had an
opportunity to get across our point of view"
The new genetic testing bill:
Protects individual privacy of genetic testing results or
di scl osure of those results without witten consent. The results
can't be used to discrimnate in hiring or insuring soneone.
Ensures that a custoner applying for life insurance can't be
nade to take a genetic test or hand over the results.
Al'lows an insurer to ask a custoner if he or she has taken a



life insurance test. If the answer is yes and that infornmation
isn't disclosed, an insurer can raise prem uns or deny coverage.

O her Bills

Here's a list of the major bills that are now law, or are on the
verge of being signed by Cellucci. Sone are nore consumer-focused
and others industry-centered.

Chapter 33. This allows insurance and fi nanci al - pl anni ng
products to be combi ned and sol d together

Chapter 78. An act that governs life insurance conpany
i quidation proceedings.

Chapter 80. Expands insurance coverage for nentally il
patients, as of January 1. The Mental Health Parity | egislation
ends insurance limts on a nunmber of biologically-based
ill nesses, expands outpatient visits for non-biologically based
nental illnesses and inproves coverage for children with nenta
heal th di sorders. The |l aw takes an extra year to kick in for
smal I group and nongroup health insurance pl ans.

Chapter 81, Hel ps reduce the cost of diabetes coverage

Chapter 96. This |aw ends the countersignature requirenent for
certain insurance policies. An insurer can now print basic
i nfornmati on on policies regarding incorporation, ownership and
pl an of operation.

Chapter 140. Non-group health insurance. Legislators initially
passed reforms in 1996, requiring carriers to use a single
standard plan to cover those not eligible for public or private
group health insurance regardl ess of pre-existing nedica
conditions. A three-year grace period to phase out old non-group
plans hits Sept. 30. The new law allows carriers to renew their
cl osed plans or discontinue themwhen their subscriber base
reaches 25 percent of 1999 enrollnent figures. The | aw al so
addresses HI PPA requirenents and gives carriers the right to
of fer an alternative, cheaper version of the standard plan

Chapter 153. This requires salaries paid by a donestic
i nsurance conpany to be authorized by the conpany's board of
directors or trustees.

Chapter 177. An act authorizing nonprofit hospital or nedica
service corporations to nake reinsurance contracts.

Two other bills remai ned pendi ng | ast week and had sone chance of
bei ng passed.

One creates stricter guidelines governing viatical settlenents,
and the other updates |aws governing fraternal benefits

soci eties. The House was working to make sure the | anguage of
both bills concurred with the Senate versions.

| nsurance Ti "BS: E&S Brokers 'Wit-And-See' As Big '|' Market Program
Gets Underway In NJ
August 15, 2000, Vol. XI X No. 17

Conpani es and brokers are being asked to pay up to
$25, 000 per specialty product listing to access |IAA s nmenbers



by Mark Hol | mer
| nsuranceTi nes

Thi nk of New Jersey as "G ound Zero" for the Big "I" Markets
program

The Garden State was the first in the country to debut the Il AA-
sponsored | nternet-based system several weeks ago.

Big "I" Markets is intended to hel p nenmber independent agents
obtain specialty insurance products for their custoners on their
own, such as autonobil e extended-warranty, flood insurance, ocean
cargo and yacht coverage.

But it would also potentially bypass surplus-lines brokers not
aligned with the service.

That flip side isn't exactly stopping Big "I" Markets from
attracting custonmers. The Hartford is the latest insurer that has
joined Big "I" Markets and begun accepting applications from

I ANJ nmenbers over the web for specialty products |ike
construction wap-ups, excess workers conp and tough property

pl acenents.

Anong the ot her insurance providers who have signed up to take
part in Big "I" Markets are The Chubb G oup, Redland |nsurance
Co. and Virginia Surety.

Andy Bell, chairman of the I1AA's for-profit arm says the new

I nt ernet-based system builds a bridge "between consuners who are
seeking a specialty coverage product and i ndependent agents who
can (now) directly acquire the coverage for themthrough Big "I1"
Mar ket s.

That may be, but sone surplus-lines brokers see that as betrayal,
because many are al so nmenbers and supporters of the |Independent

I nsurance Agents of Anerica. In New Jersey and el sewhere, a
nunber of surplus-lines brokers contribute financially to Big "I"
conventions and run exhibit booths at the events.

"Alot are saying 'why are we spending the noney trying to
promot e ourselves when the Big 'lI' is trying to replace us and
make us appear redundant to our nenbers?" said JimGiffith, a
Princeton-area surplus-lines broker in a unique position to see
bot h si des.

Giffith, president of Princeton R sk Managers Inc, serves on the
board of directors of the National Association of Professiona
Surplus Lines Ofices (NAPSLO and al so the Independent |nsurance
Agents of New Jersey.

Not at Logger heads

He insists that the organi zations "are NOT at | oggerheads" over
the Big "I" Markets and said they're "trying to find a way to
wor k and share and bring the benefits (of the new systen) to each
ot hers' groups.

Many surplus lines agents locally feel that way, he said, but
many are also nore optimstic about the new program

Personally, Giffith said, his position on the matter right now
is a cautious one, as "a very interested" observer.

"Big 'l' Markets," he said, is "another player on the market that
"can be a threat to us unless we carefully articulate to our
clients, the Big 'l' independent agents, the value we bring to a
transaction involving a surplus |lines or specialty narket

pl acenent..."

Anot her independent agent association -- the Professiona



I nsurance Agents of Connecticut, New York, New Jersey and New
Hanpshire - says it has a nore col |l aborative approach toward

wor ki ng with surplus |ines brokers.

Carol Burns, director of comrunications for the regional PIA,
sai d her association had "no opinion" on the Big "I" Mrkets
program and woul dn't comrent on it because the PI A "has chosen to
assi st our nmenbers in their markets in different ways."

The PI A | aunched its MarketBase resource center in 1995, which
allows nenbers to call if they're |ooking for a "hard-to-place"
mar ket, Burns said.

The service hel ps nmenbers identify a risk, after which a PIA

enpl oyee on the other end of the line will search the
associ ati on's market database including over 2,500 specialty-risk
categories. After that, the PIA comes up with a profile sheet
listing surplus lines firms that carry the risk agents are

| ooki ng for.

What's nmore, it doesn't cost surplus |ines brokers anything to be
i ncl uded on the database, Burns said.

Conpetition?

|1 AA press infornmation conpares Big "I" Markets to eBay, the
online auction site.

"Just as eBay connects a prospective buyer with a seller, Big "I"
Mar kets hel ps locate the right policy" froman insurance conpany
for custoners with "unique needs."

The system all ows agents to conplete a nunber of tasks, including
securing coverages for clients, research terms and conditions,
downl oad policy forms and find el ectronic marketing and sal es

i nformati on on avail abl e products.

Bell sees Big "I" Markets as sonething radical that will change
everything for independent agents. He al so hastens to poi nt out

t hat association nmenbers from several states have trained to use
the systemalready - anticipating its expansion over the comni ng
nont hs and years.

"I't's just a revolutionary way for independent agents to do

busi ness accounts with nore ease, and nore markets than they
would traditionally deal with," he said.

And Bell insists that surplus |lines broker can benefit from
joining up with Big "I" Markets.

"Once they're on the systemthey can have access to (our) entire
nmenbershi p of i ndependent agents," he said. "It actually

suppl enents their operations as opposed to being in conpetition
with it

Benefit Agents
"This is not designed to be in conpetition with or suppl ant

surplus lines brokers at all," he said. "It's designed to benefit
i ndependent agents. Any surplus |ines brokers who want to sign
up, certainly it will enhance their marketing efforts... "

O course, Bell points out, brokers would pay "an additional sign
up fee and a fee for maintenance" to join the service.
The 11 AA will charge insurance providers $25,000 per nationally

di stributed product to be listed on Big "I" Markets, with a
di scounted price for five products: $100,000, according to Ryann
Harris, the Big "I" Mrkets program nanager. She defines

providers as carriers, nanagi ng general agenci es, nanagi ng
general underwiters, whol esal ers and brokers.



In both situations, the Il AA charges a suppl enental $2,500 per
year throughout the life of a contract. A conmpany that wants to
use Big "I" Markets regionally or locally garners a negoti ated
fee, depending on the nunber of products and how many states the
products reach.

Menber agents won't pay anything to use the service, Harris said.
Giffith said he wasn't sure that surplus lines agents would be
able to handle the level of fees the |1 AA is proposing,
especially a nunber that could reach $100, 000 for a handful of
products.

"It is a big bite for someone who is nmerely a surplus |ines agent
who may be no larger (financially) than any individual nenber of

the (I1AA).

Still, Giffith said, Big "I" Mrkets won't be conpeting in every
area because the systemw |l also offer nore standard insurance
products.

And it won't go national for a while. Each state association nust
deci de whether or not to participate in the program which wll
roll out in phases.

Frank Mancini, executive vice president of the Professiona

I ndependent | nsurance Agents of Massachusetts, said he doesn't
expect his associations' two boards of directors (covering non-
profit and for-profit issues) to address the matter at | east
until January.

That's in part, Mancini said, because the national association
"can only train and roll out so many states at a tine. It wll
probably be a little tine before they can get to us anyway."
"W have a lot on our plate right now, " Mancini said.

So for now, while Big "I" Market begins in New Jersey,

whol esalers like Griffith are willing to watch closely and see
how t he program all works out.

Giffith adds that the Big "I" has a big job ahead.

"It certainly is a new area for the Big "I" to be going into, one
that obviously is not totally famliar to them... (and) it

represents a really challenge for themto begin to vie for
surplus lines and specialty-type markets on behalf of their
producers. "

| nsurance Ti meS: Northeast States Explore Ways To Corral Drug Prices
August 15, 2000, Vol. XIX No. 17

States seek to control drug
prices through bul k buyi ng power

by M chael Mello
Associ ated Press

PROVIDENCE, R.I. (AP) - Northeast | awrakers seeki ng ways to curb
prescription drug prices have discussed banding together to force
manuf acturers to | ower prices.

At the center of the discussion is Boston University professor

Al an Sager's report suggesting that |egislation requiring drug



nmakers to slash prices would result in increased purchases by
consuners and therefore not cut into the drug nanufacturers
profits.

"It my take a few years but if we don't start now we won't get
there. There is no alternative,'' said Sager, author of the
report "~ Cutting Prescription Drug Spendi ng By Paying Federa
Supply Schedul e Prices.'

Drug manufacturers this year will be paid $18 billion by private
i nsurers, government progranms and residents of the eight states
for brand name prescription drugs, according to the report.

A conbined $6.5 billion could be saved in the first year by
forcing drug makers to offer prescription drugs at the sane | ower
prices paid by the federal government, under the Federal Supply
Schedul e, the report said.

Lawrakers from New Engl and, New York and Pennsyl vani a have been
neeting on an ad hoc basis for nonths. The group is organized as
a nonprofit corporation.

"Unfair Prices'

"Al'l this associationis trying to dois find a way to fair
prices while drug nakers are trying to sustain unfair prices,’
Vernont Sen. Peter Shumin, D-Putney, said. ~"This is a war we
have to win for our constituents.'

O her | awmmkers at the neeting, however, said they preferred to
take a nore conciliatory approach with drug nekers.

"W need to ook at the big picture of health care costs and why
they are so high,'' said Pennsylvania Sen. Tinothy F. Mirphy, R
Harrisburg. "W need to find a way to do this wi thout getting
any specific group in the crosshairs.’

Future Meetings

The group said it would neet again in Novemnber.

"We're not there yet, but there is agreement that it makes sense
for us to get together,'' Rhode Island Lt. Gov. Charles Fogarty,
a Denocrat, said. "~“Wth states fighting separate battles, it is
easy for the opposition to overwhelmthem"''

Sager said drug manufacturers' apparent unw llingness to | ower
prices neans the states may have to act with | egislation

Average drug prices in the United States are higher than anywhere
el se, he said. Prices paid in seven wealthy nations to drug
makers in 1997-98 ranged between 14.5 percent less in Switzerland
to 38.5 percent less in Italy.

Buyi ng Power

The report clains the eight U S. states have a conbi ned buying
power greater than Gernmany, where prices paid to drug makers in
1997-98 were 21 percent less than in the United States.
Meanwhil e, the report estimates the eight states have 10 nillion
residents, or 23 percent of the total population, with no

i nsurance for prescription drugs. Seniors nmake up slightly nore
than one-fifth, or 22 percent, of that group

The report said Massachusetts has an estimated 303,000 seniors
wi t hout coverage. But the state this year passed |egislation

of fering all people age 65 and ol der affordable prescription drug
cover age.

Sager said wi nning significant concessions on prescription drug
prices will force drug nakers' profits down initially. But the



report clains lower prices will increase demand and eventual |y
hel p nanufacturers recoup | osses.

The report, produced at no cost to the association of |awrakers,
suggested the states could jointly negotiate fair profit margins
for drug nanufacturers. The states could al so help finance
research on new drugs.

Recent Mass. Law

Massachusetts Senate Ways and Means Chai rman Mark Montigny, D New
Bedford, said his state recently passed legislation allowing it
to negotiate bul k purchases of prescription drugs for various
government prograns. He estimated it would result in 25 to 35
percent savi ngs.

Fogarty said association menbers are al so | ooki ng cl osely at

Mai ne' s recent nove to negotiate |ower prescription prices on
behal f of nore than 300,000 uncovered residents.

Under the state law, if negotiations with manufacturers fail to
reduce prices significantly, the state could inpose price
controls three years fromnow A simlar bill failed in Vernont
this year.

Sager said the Maine | aw shows states have the power to contro
the rising cost of prescription drugs.

"The United States is the world's shock absorber for drug
manufacturers,'' he said. “~“There is no functioning market to fix
the problem"’

| nsurance Ti meS: Gov. Cellucci Kills Auto Insurance System Study
August 15, 2000, Vol. XI X No. 17

BOSTON - A proposed $200, 000 auto insurance systemstudy in
Massachusetts won't happen this year after all

Gov. Paul Cellucci vetoed the neasure July 28 because the study
woul d not have covered property danage matters, and | awmakers did
not override the nove.

"I amvetoing the section ... because the study cannot be properly
conpl eted wi thout taking into account issues relating to property
danmage coverage (and) this section expressly prohibits the study
fromcovering those issues," Cellucci said in a brief witten
statement to |egislators.

Matt McDonal d, Cellucci's deputy spokesperson for administration
and finance, said that three specific itens to be covered by the
study - safe driver insurance, territorial ratings and the
conpetitive rating system- all rely on property damage auto

i nsur ance.

"It strikes ne (that) it's sinply a flawed proposal ," MDonal d
sai d

Legislators can't pursue the matter again until the new session
in January. Last nmonth, the study nade it into the state budget
foll owi ng conference committee negotiations, weeks after a
squabbl e nearly quashed it.

The House approved the study but the Senate initially left the
neasure out of its version of the budget, because of an apparent



m sunder st andi ng over a consultant thought to have billed the
Legi slature for prelimnary costs w thout the study even having
approval . State. Rep. Nancy Flavin, the House chai rwoman of the
Joint Committee on Insurance, said the billing never happened.
The study woul d have eval uated nearly all of the state's auto

i nsurance system including the Safe Driver Insurance Plan and
the possibility of injecting conpetition into the industry.

| nsurance Ti meS: Ny's WC Cut Not Shared By All Contractors
August 15, 2000, Vol. XIX No. 17

NEW YORK - Wil e the New York |Insurance Departnment is touting

| ower overall workers conpensation-rates for next year, at |east
one professional association alleges the claimisn't true for
conmer ci al contractors.

"The public announcenent of the approved rating filing may be

m sl eading...," said Robert Franzese, president of the Professiona
Agents of New York

Franzese says the announcenent of an overall 2.5 percent decrease
inrates is potentially offset by a 2.6 percent increase in the
assessment charge.

It is the actual change in rate for each specific classification
conbined with the surcharge increase that decides a contractor's
prem um according to the Pl ANY.

Still, overall rates in the last five years have dropped nearly
40 percent, according to the departnent.

The 2.5 percent average nunber factors in rates for sonme business
that will see steeper declines and others whose rates wl|

i ncrease.

Rates for 56 construction classifications declined an average 8.3
percent, according to PIANY. On the other hand, 22 construction
classification rates junped an average of 7.5 percent.

According to the PIANY, the territorial surcharge should offset
rate decreases or add to the rate of increase, depending on the
classification.

New York CGov. Ceorge Pataki signed workers conmpensation reforms
in 1996. The state's system at that tine, had been considered
one of the nobst expensive in the country.

| nsurance Ti mesS: Court Approves Liquidation OF Trust Insurance
August 15, 2000, Vol. XI X No. 17

BOSTON - Trust Insurance Co. of Taunton is being |iquidated.
Massachusetts Suprene Judicial Court Judge Roderick Irel and
approved the petition for an order of |iquidation on July 26 --
following a five-ninute hearing on the matter earlier in the

af t er noon.

Massachusetts Division of Insurance Comm ssioner Linda Ruthardt



asked for an order of liquidation earlier this sunmer, arguing
that Trust was insolvent, in part because it didn't have enough
noney to nmeet its expenses through the end of the year. She had
served as tenporary receiver since February.

The Massachusetts Insurers Insolvency Fund now steps in al ong
with simlar guarantee funds in other states where Trust wote
busi ness.

MIF funds will cover clains up to $300,000 dating prior to Feb
10, when Trust was placed into tenporary receivership. Cainms
filed up to two nonths after Aug. 2 are al so included.

Li qui dation of Trust and the selling of its assets will pay for
any costs in between.

At least three different groups have claims on Trust's remaining
pi eces: Trust Goup Inc., the corporate parent of Trust |nsurance
and sister conpany Trust Assurance; Fleet Bank, to which Trust
owes a $20 million loan and the vendor that devel oped the
conpany's new conputer system

Trust Insurance reported a negative cash flow of about $28

mllion as of June, and a negative policyhol ders' surplus of over
$5 mllion as of Dec. 31

Trust's 200-plus enployees will now be laid-off in stages. Trust
Assurance will keep paying its clains and then be run off because
it doesn't have its own internal systemto run independently.
Trust Assurance assets will help pay Trust Insurance liabilities

fromFebruary 10 through Aug. 2 -- the life of the tenporary
recei ver ship.
Trust had about 89,000 policies left as of the end of June.

| nsurance Ti MeS: Mine Avoids Stacking Wth New Uninsured Motorist Law
For Now
August 15, 2000, Vol. XIX No. 17

by Penny WIlians
| nsur anceTi nes

AUGUSTA - Much to the relief of the state's auto insurance

i ndustry, Maine | awrakers recently enacted a law that restricts
the inmpact of a recent court ruling that could have opened the
door to stacking of coverages.

The | egi sl ative maneuvering was a defeat for the state's tria
attorneys who support stacking -at |east until a Miine court
takes up the issue.

The new | aw signed by Gov. Angus King requires that uninsured and
underinsured notorist limts match a policy's liability limts
unl ess policyhol ders have checked a formto opt-out of the
matching limts.

The | awmakers averted what the insurance industry saw as a
potentially drastic change regardi ng stacking by rolling two
carry-over measures (LD 1258 and LD 2043) dealing with

uni nsur ed/ underi nsured notori st coverages into one proposal
VWil e stacking is currently against the law in Mine, even

i nsurance | obbyi sts acknow edge that |ingering questions about



how Mai ne deals with stacking may eventually be settled by the
courts.

The new |l aw (PL 663) has two components. It incorporates features
of LD 1258 that require that uninsured/underinsured coverage
limts match liability policy limts with the proviso that the

i nsured has the ability to opt out of that requirenent. A check-
of f formcan now be used to support a presunption that an

i ndi vi dual has opted out of increased uni nsured/underi nsured
coverage | evels.

The second component the new law linits the effect of a court
deci sion, Saucier v. Allstate, a Decenber, 1999 decision that
expanded Maine law with respect to uni nsured/ underi nsured

cover age.

"Sauci er actually expanded Maine |law to require that underinsured
limts cover the difference between the anpbunt actually received
froma tortfeasor and underinsured coverage limts, wthout a

di rect conparison of underinsured limts to the policy limts of
the tortfeasor," explained Bruce Gerrity, Mine |obbyist for the
Nati onal Association of |ndependent Insurers (NAII).

But the amended version of LD 2043 as enacted, said Gerrity,
"clearly limts the inpact that Saucier otherw se would have
had. "

Gerrity indicated that the insurance industry was fortunate the
trial bar missed the full inplications of LD 2043 for Saucier
and that the final version that was enacted "has positive
inmplications for the industry."

The | obbyi st for Miine | nsurance Agents Association (M AA), Dan
Bernier, called this legislation "probably one of the nore
significant bills of the session.™

I nsurance agents and conpanies will bear the burden of getting
the opt-out forns signed, Bernier noted.
Wil e stressing that there are still |egal questions concerning

t he stacking component of the law that may well have to be
settled by the courts, Bernier explained how the new procedure
shoul d work:

"First, you deduct the anmount of nobney the individual (s) actually
received fromany applicable liability coverage fromthe anount
of underinsured coverage. Second, you take the ampunt of
applicable liability coverage and deduct the total anpunt

recei ved pursuant to the liability coverage by all the injured
parties; whatever is left of the liability coverage al so gets
deducted fromthe underinsured coverage. The renmi nder of the
underi nsured coverage after naking both deductions is the anpunt
of underinsured coverage avail able.”

Susan Leslie, owner of Bragdon Insurance Agency and past

president MAA, believes that the vast majority of policies sold
in the state are already in conpliance. "Mst agents in Mine, |
think, are already selling matching UM and liability coverage,"
she said. "I suspect not nore than a handful of policyhol ders
have lower UMIlimts."

But making sure that all of an agency's policyhol ders either have
t he mat chi ng uni nsured/underinsured to liability coverage in

pl ace or the opt-out formsigned is an errors and om ssions
concern for agents, she said.



| nsurance Ti meS: Mass. Court Pernits Stacking Of Coverages Wth Qut-Of -

State Policy
August 15, 2000, Vol. XI X No. 17

by Mark Hol | mer
| nsurance Ti nes

BOSTON - A Il ocal insurance company lost its attenpt to stop a nan
injured in a car accident from "stacking" - collecting a conbined
i nsurance paynent fromtwo conpani es.

Paul Doherty of Foxboro, Mass. can collect fromboth an out - of
state underinsured policy and one issued in the Bay State, a

Wor cest er Superior Court judge ruled recently.

Webst er - based Conmerce Insurance Co. filed suit in Superior
Court to seek declaratory judgnent to settle the issue. The
carrier acted as the excess carrier for Doherty's accident

i njury coverage and USAA served as the primary carrier. The
driver of the car Doherty was riding in was insured in Virginia

t hr ough USAA.

Conmer ce, according to court papers, nmade its case using the

1988 Automobil e I nsurance Reform Act, which banned stacking of

uni nsured or underinsured notorist coverage for policies in
Massachusetts issued after Jan 1, 1989.

But a Superior Court Judge said Conmerce's use of the statute was
"m spl aced" because it only applies to Massachusetts insurance
policies. "Commerce's reliance on the statute is m splaced
because (it) governs Massachusetts policies only...."

Doherty's attorney, Edward Bassett Jr., could not be reached.
Comerce officials declined to conment.

Conmer ce has the option now of filing for a reconsideration of

t he decision or appealing the ruling to the Massachusetts Appeal s
Court.

In 1991, Doherty was a passenger in a car driven by son-in |aw
CGeorge Lancaster, when a car driven by a drunken driver struck

t hem from behi nd, according to court records. Doherty suffered a
nunber of injuries including fractured ribs and a punctured | ung.
The driver that struck the car had a $20,000 bodily injury policy
and Lancaster was insured in Virginia with a $100, 000 ' uni nsured
notorist' coverage.

"Doherty recovered the full amount of (the drunken driver's)
bodily injury insurance coverage and USAA tendered the difference
of its policy with Lancaster," according to the court case
summary.

A year later, Conmerce told Doherty that USAA woul d serve as the
"primary carrier' for underinsurance benefits and Comrerce was
the 'excess carrier.' Three years later, Conmerce informed
Doherty the conpany woul dn't pay any cl ains as excess carrier
because USAA paid over its policy Iimt. Subsequently, Conmerce
said it would instead pay USAA a proportionate part of the
settlenent, according to court papers.

Doherty di sagreed and pushed for court arbitration.

The court awarded Doherty's notion for breach of contract, and
determ ned Virginia insurance policy overrul ed Massachusetts
policy, because that's where Lancaster's policy was issued from



The court ruled that Commerce owes Doherty the difference between
t he $100, 000 he's recovered and the $200,000 the Virginia policy
allowed himto recover. Doherty hasn't recovered the policy's
full limt, according to court papers, because "the Virginia
policy governs and Conmerce accepted its role as the excess
carrier."

| nsurance Ti meS: NJ Court Says Juries Mist Know Insurers Not Al ways
Li abl e
August 15, 2000, Vol. XIX No. 17

TRENTON, N.J. (AP) - A jury needs to know that an insurance
conpany is not always liable, especially if an owner could have
taken steps to prevent property damage, the New Jersey Suprene
Court has rul ed.

In a 6-1 decision, the court ordered a newtrial after a jury
said The Princeton Insurance Co. had to pay $150,000 to the
owners of a failed nightclub danaged by arson

During the trial, no one disputed that the June 1994 fire was
intentionally set. But w tnesses disagreed over whether the
managers of Holl ywood Nights in Bloonfield turned off the
automatic sprinkler systembefore the fire.

The trial court judge was wong when he failed to tell jurors the
i nsurer could not be held Iiable if something changed on the
property that would increase the risk of a fire.

Standard fire insurance contracts allow for the policy to be
suspended if that fire risk is somehow i ncreased. The policy is
only in effect once that fire risk is gone.

““Qur holding today is dictated as nmuch by conmon sense as by a
strai ghtforward reading of the statute,'' Associate Justice Peter
G Verniero wote in the opinion.

The court found "~ " by plain logic'' that a property owner who nay
have di sabled a sprinkler systemcould be found to have
““increased the hazard,'' Verniero wote.

""We cannot fathomthat the Legislature would have intended a
contrary conclusion in mandating the increase-of-hazard clause in
policies,'' Verniero said.

| nsurance Ti meS: Conn. Investigates Two Auto Insurers
August 15, 2000, Vol. XI X No. 17

NEW HAVEN, Conn. (AP) - The state Insurance Department is

i nvestigating the settlenment practices of two insurance
conpani es, following |lawsuits that accuse the insurers of
violating state | aw.

Civil clainms in Superior Court allege Progressive Northwestern
I nsurance Co. and Nationwi de Mutual |nsurance Co. settled
personal injury claims within a few days of car accidents.



State law requires a 15-day waiting period, so clainmants can
assess injuries and property damage before agreeing to a
settl enent payoff from an insurer

Connecticut |awers for both conpani es said they cannot coment
on pending litigation

I nsurance Departnent |egal counsel Mark Franklin said he could
not comment further on the investigation

But |l awers are trying to get class-action status for their
conplaints after Progressive's answers in court docunents showed
the 15-day rule may have been viol ated 816 tines between February
1997 and February 2000.

New Haven | awyer Kenneth Bartlett said he al so has asked

Nati onwi de to provide answers about how many tines the 15-day
rul e was not foll owed.
The | awsuits allege the insurers violated the Connecticut Unfair
Trade Practices Act, and further accuses Progressive of a pattern
of abuse.

"I would think with 800-o0dd times, that's a pattern,'' Bartlett
sai d.

Both | awsuits seek nore than $15,000 i n damages and injunctions
to prevent the conpanies fromsettling clains before the waiting
peri od has ended.

One |l awsuit clainms Anna Rodriguez of New Haven was injured after
an COctober 1999 car collision with a Progressive client.

Two days after the collision, Rodriguez was home in bed when a
Progressive adjuster visited her and mani pul ated her into signing
a settlement contract for $1,500, the lawsuit claims. Rodriguez
ended up spending about $8,000 for treatnent of neck and shoul der
injuries, her case clains.

" The conpany's policy is not to coment on pending litigation,'
said WIlliam Prout, a New Haven | awyer for Progressive.
Anot her lawsuit clainms Nationwi de "~ “wongfully and deceptively'
convi nced Dom nick Diglio of East Haven to rel ease the conpany of
liability four days after a June 1999 colli sion.

Nati onwi de's Hartford attorney, Deborah Freenan, declined to
comment .

| nsurance Ti meS: Kennedy Pushes States' Plan For Low I ncome Health
I nsurance
August 15, 2000, Vol. XIX No. 17

by Adam Gorlick
Associ ated Press

WASHI NGTON (AP) - Patricia Quezada and her husband can't afford
private health insurance and don't qualify for the federa
coverage their three children receive.

M's. Quezada, who works part-tine, and her self-enployed husband
go wi thout insurance so they can nake paynents on their home in
Virginia, buy groceries and afford transportati on.

"I continue to fear what would happen if ny husband or | fel
sick or had an injury,'' Ms. Quezada said.



She was brought to Washington recently to help push a proposal by
Sen. Edward Kennedy, D-Mass., and John Rockefeller, D-WVa., that
woul d make 6.5 mllion | owincone parents eligible for federa
heal t h cover age.

The Family Care Act of 2000 is simlar to a plan offered by
Denocratic presidential candidate Al Gore. It would spread $50
billion across the country during the next 10 years so states
could insure parents whose children are enrolled in Medicaid or
the Children's Health Insurance Program

To get the npney, states would need to adopt guidelines so the
maxi mum nunber of eligible children were enrolled in CH P.

States Set Eligibility

States are allowed to set eligibility levels so people at 200
percent of the federal poverty level - or a famly of three with
an annual incone of about $28,300 - received coverage. Currently,
sone states have set |ower incone standards to receive coverage,
meani ng fewer famlies are eligible.

Kennedy said the higher incone requirement woul d boost enroll ment
in CHP from2 million to 8 mllion children

The bill also would | et states set up insurance prograns for

I egal immgrant children and pregnant wonen, all ow peopl e |eaving
wel fare for work to keep Medicaid coverage for one year and
expand outreach progranms to get nore people enrolled in Medicaid
and CH P. Those prograns would cost an estimted $12 billion over
10 years.

"We should work through the states in this time of bounty to try
to hel p everyone have access to health insurance,'' Kennedy said.
Most Republ i cans oppose the plan. They woul d rather see the
government provide tax breaks that would allow parents to choose
a private insurer.

51 Votes
Kennedy's neasure got 51 votes- including six Republicans - when
it was offered as an anendnent to the marriage penalty tax cut

bill this week. But that was nine votes short of what was needed
for approval .

If the bill fails to get out of the Senate Finance Conmittee,
Kennedy said he will try to attach it to a spending bill on the

Senate fl oor. However, as Election Day nears, the odds of
Congress tackling a thorny issue |ike health care get |onger

| nsurance Ti meS: Ny Auto Insurance Card Pilot Gets Underway
August 15, 2000, Vol. XI X No. 17

Industry is com ng around to supporting the system which the
state hopes will cut down on the nunber of uninsured drivers on
t he roads

by Mark Hol | mer
| nsur anceTi nes



New York officials plan to test a new high-tech auto i nsurance
card as early as this fall as part of a multi-year nodernization
plan for the Enpire State's Departnent of Motor Vehicles insured-
driver database system

The hope is that a better database system conbined with the new

i nsurance cards will help reduce the popul ation of uninsured
drivers on the road.

DW testing should begin this month with eight agents and two
conpanies. |If the systemworks, licensed agents and direct-witer
conpani es shoul d have access to the insurance card software by
Sept enber, according to the National Association of |ndependent

I nsurers.

' Get Bugs Qut'

"They're getting ready to test this out with a few sel ect
agenci es to get the bugs out," explained Kathy Wi nhei ner, vice
president of industry relations for the | ndependent |nsurance
Agents Associ ation of New York. She's served on a DW steering
conmittee that has hel ped shape the new system

And true to high-tech, the software - once available -- will be
distributed over the Internet, Winheiner said.

Bar - coded auto insurance cards should be nandated by next Apri
if everything runs well. Even if that date doesn't change,
officials have built in a flexible transition period. Conpanies
will have fromApril 2001 until April 2002 to issue cards for
their renewal book of business, according to the NAII

Regul ations for the encrypted insurance cards should be out by
m d- August, the NAIl said.

1997 Law

CGovernor CGeorge Pataki signed the DW revanp |egislation back in
1997. At the tine, he said the goal was to use advances in
conputer technology to "ultimately create a system where a police
of ficer can, by reading a sticker on a notor vehicle,

i nstantaneously deternine if the driver has insurance. The

of ficer can then get an uninsured driver off the road."

Nei t her DW nor New York | nsurance Departnent officials could be
reached for coment.

The first phase of the DW nodernization plan - known as the

I nsurance Information and Enforcenent System -- began two years
ago. This has involved the neticul ous downl oadi ng of insured-
driver information fromover 200 conpanies into a nodern database
system According to Wi nheimer, that process should be finished
by this fall

The conbi ned system should all ow the DW and police officers to
determne quickly if a nmotorist is covered by insurance. In
tandem the identification cards will carry information including
the owner's nane, birth date address, insurance information,
vehicle identification nunmber (VIN), and a listing of other
drivers covered by the insurance.

That's nore than what the DW used to require frominsurance
cards. Conpanies didn't report a driver's license nunber, birth
dat e and additional names before.

Ref or ns Now Support ed
Accordi ng to Wei nhei mer, some conpani es fought the bar code
changes a few years ago but the refornms are now supported, for



t he nost part.

"W felt it was somet hing that needed to be done in order to
address uninsured nmotorist problens in New York State,"

Wei nhei mer sai d.

"We felt ... it was worth the extra work in order to address the

problem ... it was a very unpopul ar decision for a while. W had

conpani es fighting us and other trade associations. W' re glad we
stuck with our guns ... it was the right thing to do."

Under the ol der system conpani es downl oad policyhol der
information to the DW but there's up to a nonth lag tine before
an update is conpl ete, Wi nheiner said.

Policies could have been canceled and reinstated in the interim
A driver stopped for speeding would be evaluated by a police

of ficer inadvertently accessing the outdated information.

The DW also had to resort to paper correspondence w th insurance
conpanies to correct information. Now, the conputer systemwill
al | ow conpanies and DW officials to correct problens nore

qui ckly.

According to DW estinates, eight percent of New York's 10
mllion vehicles are uninsured or fraudulently registered - about
800, 000, Wi nhei mer sai d.

| nsurance Ti mesS: Editorial Opinion Race-Based Traces
August 15, 2000, Vol. XI X No. 17

I nsurance conpani es that insured slaves as property profited from
and hel ped prol ong sl avery, and should be held accountable for
their practices, the Rev. Jesse Jackson recently said in urging
an investigation of the insurance industry.

"It istine to learn the full extent of the insurance industry's
conplicity in the slave business,'' Jackson said at his

Rai nbow PUSH Coal iti on's annual convention, according to the
Associ at ed Press.

The sale of policies to slave owners neant insurance comnpanies
had a vested interest in the maintenance of slavery and "had an
unquesti onabl e i npact on prolonging the practice of slavery,"
Jackson sai d.

Jackson is setting up a coalition of state legislators from
around the country who will neet with their state regulators and
urge themto investigate |ocal insurance conpanies.

Jackson is |l ooking for nore than confessions and apol ogi es from
i nsurers.

I f insurance conpanies are found to have profited from sl avery,
reparations will be sought, he said.

"You can't just apol ogize, you must al so pay noney you took,"
Jackson said. :"If |I rob you and | apol ogi ze, that's not enough



You want your npbney back.'

In March, Aetna Inc., the nation's |largest health insurer
apol ogi zed for selling policies in the 1850s that reinbursed
sl ave owners for financial |osses when their slaves died.

Aetna, based in Hartford, Conn., said it has no plans to make
reparations. Aetna said its records show the conpany wote no
nore than a dozen such policies to slave owners.

Jackson said his canpaign will extend to redlining practices -
t he deni al of coverage to applicants in certain nei ghborhoods -
and decades of "race-based gouging'' of consumers by insurance
conpani es.

Jackson has issued an invitation to the industry to set the
record straight on its involvenment in slavery and race-based
practi ces.

No doubt that nmpst insurers, like Aetna, will resist Jackson's
call for reparations.

However, Jackson is right to call for an honest accounting of the
i ndustry's past and present racially discrimnatory practices.

I ndustry resistance to reparations should not prevent exploration
and acknow edgenent where appropriate of past race-based
activities, whether profitable or not.

Recent news reports suggest that there remain vestiges of
racially discrimnatory sales practices . Wile that seens hard
to believe, Jackson's canpai gn should be seized upon as an
opportunity for the industry to re-commit itself to uncovering
and eradicating any and all traces of racially discrimnatory
practices once and for all

| nsurance Ti meS: A proposal to revanp Rule 13
August 15, 2000, Vol. XI X No. 17

by Mark Hol | mer
| nsur anceTi nes

A proposal to revanp Rule 13 - a Massachusetts C. AR regulation
t hat governs servicing carrier requirenments - has gotten m xed
reaction froma subconmittee charged with considering the change.
Ri ght now the rule allows a conpany to cancel an Excl usive
Representative Producer (ERP) inmmediately if that person has
violated CAR rules. A carrier nmust notify an ERP of the

cancel lation in witing, though the ERP can appeal after the
fact.

But WIIliam Whitebone, vice president of marketing for Quincy

Mut ual , proposed sone changes as a nenber of the Commobnweal th



Aut onpbi | e Reinsurers' market review comittee ad-hoc sub-

comm ttee.

He proposed a 30-day suspension instead of an inmedi ate
cancel l ation. An ERP woul d face cancellation only if he or she
did not request a hearing or an appeal during the suspension
peri od. The agent could service an in-force book of business but
woul d not be allowed to bind new busi ness during a suspension.
At the same time, \Witebone proposed keeping three conditions
that woul d cause an ERP to face i mredi ate cancel l ation: for
failure to maintain a valid broker's license, failure to forward
premumto an insurance conpany on tinme, and the charging of
servicing fees.

"The intent was to nodify the rule so it gave ERPs additiona
maneuvering room so it didn't put them out of business before
(getting) a chance to appeal,"” Witebone expl ai ned.

The subconmittee expressed nixed feelings about \Witebone's
proposal , according to the May 31 nminutes.

"The Conmittee agreed that inmedi ate appointnment termnination for
producers who fail to maintain a valid broker's license and for
premumremttance violations, as contained in the current (Rule
13) should remain intact, but that inmediate termnation for
charging service fees is irrelevant in today's nmarket and should
be renoved fromthe Rule," the m nutes read.

Sone conmittee nenbers said they supported del ayi ng cancell ation
to allow for sone sort of review. But they also said they were
concerned that suspending a producer's binding authority during a
suspensi on woul d be "nmore onerous" than the existing rule,
according to the m nutes.

"It was a problemand |I thought | saw a (resolution) to it,"
Wi t ebone said. "It seenmed |ike a reasonabl e conprom se.™

Anot her ad-hoc subcommittee neeting should be held this fall to
di scuss the issue further, \Witebone said.

In addition, the group is expected to review a CAR rul e that
governs ERP requiremnents.

| nsurance Ti MBS: Brownyard Customi zes C eaning Industry Program
August 15, 2000, Vol. XIX No. 17

Bay Shore, N.Y. - The Brownyard Group now offers a conplete
conpr ehensi ve i nsurance package tailored for the cleaning and

mai nt enance i ndustry under its program Servi Shield.

In addition to providing liability coverage, Brownyard's

Servi Shield can al so provi de Busi ness Auto, Wrkers Conpensation,
Enpl oyment Practices Liability, Third Party Fidelity Coverage,

Li cense Bonds, Property Coverage, Inland Marine and an Urbrella
Pol i cy.

Thr ough Brownyard C ai ns Managenent (BCM), Brownyard's in-house
claimfacility, insureds have the added advantage of pronpt
clainms handling, as well as all the tools necessary to reduce

| osses and i nsurance premni umns.

According to Brownyard's president, Bryan H Brownyard, "Wth all
t he exposures a janitorial firmcan encounter, it is inportant



that they be offered a customdesigned policy fits their needs.
As specialty liability coverages providers, we have the expertise
and experience it takes to fulfill these unique needs."

For more information call 800-645-5820 or visit

wWww. br ownyar d. com

| nsurance Ti meS: WCRI's Conpscope Offers Miltistate Conparisons
August 15, 2000, Vol. XI X No. 17

CAMBRI DGE, Mass.- The Woirkers Conpensati on Research Institute is
maki ng avail able copies of its | andmark benchmarking report that
conpares the performance of the workers conpensation systens in
ei ght inportant states - California, Connecticut, Florida,
Georgi a, Massachusetts, M nnesota, Pennsylvania and Texas.

Toget her, these states account for at |east 40 percent of

wor kers' conpensation benefits nationw de.

WCRI found wi de variations in systemcosts, the expenses of
delivering benefits, the tineliness of payments, and
[itigiousness anbng these states -- for a sinilar group of
clainms. Anong our mmjor findings:

-- Benefit paynents: these ranged from $6, 742 in Massachusetts to
$11, 406 in Texas.

-- Litigiousness: defense attorneys invol venent ranged from 6
percent of clains in Texas to 28 percent in Georgia. The average
fee varied froma high of $2,594 per case in Florida to a | ow of
$865 in Connecti cut.

-- Expenses: the expenses involved in delivering benefits account
from6 percent of claimcosts in Connecticut and Texas to 13
percent in California.

-- Timely paynment: just over 50 percent of injured workers
receive their initial indemity payment within 21 days of an
injury, although the states ranged from 41l percent in

Pennsyl vania to 58 percent in Florida.

-- States with high weekly maxi mum benefits are not necessarily
hi gh cost states, and vice versa.

For more information, contact Jill Lawson: jlawson@crinet. org,
or call WCRI at 617-661-WCRI (9274).

| nsurance Ti meS: Mass. LLJUA Adds Property Coverage
August 15, 2000, Vol. XI X No. 17

WESTBORO, Mass. - The Liquor Liability Joint Underwriting
Associ ati on of Massachusetts, a liquor liability insurer of |ast
resort, has added property danmage coverage to its avail abl e add-
on cover ages.

The property damage endorsenent covers clains arising from

physi cal damage to tangi ble property caused by the negligence of
the insured in the distribution, sale or service of alcoholic



beverages. The coverage will pay up to 10 percent of the
liability policy's per person limt. For exanple, a policy with a
$500, 000 per person limt per incident will provide excess
property damage coverage of up to $50, 000.

If there is other insurance against a | oss al so covered by the
LLJUA endorsement, the LLJUA endorsenent will be excess to the

ot her insurance. The endorsenent does not change the policy's
liability limts. For exanple, the per person linmt is the

maxi mumthe insurer will pay for injury to one person and danage
to property, while the per incident limt is the maxi numthe
insurer will pay for injury to two or nore persons and danage to

t he property.
Call 1 877-366-1140 for nore informtion.

| nsurance Ti MeS: oneshield Enters Conmercial |nsurance
August 15, 2000, Vol. XIX No. 17

BURLI NGTQON, Mass. - OneShield, a provider of Internet insurance
di stribution services, announced its entry into the conmercia

i nsurance nmarket, offering insurance carriers, brokers and non-

i nsurance firnms with turnkey e-comerce prograns.

OnesShield Direct and OneShi el d Connect provide real tine

anal ysis, streanlined policy application and expert underwriting.
These products al so include automated rating, binding and policy
i ssuance for nore than eight Iines of business in all 50 states,
enabling providers to distribute and service products to both
buyers and brokers.

The OneShi el d Brokerage product allows non-traditional providers
to leverage their existing client base and brand equity to
provide a full range of conmercial insurance products and
services to their customers.

The OneShield Call Center, a 24-7 facility utilizing voice, fax
and chat, can be bundled with all OneShield products.

| nsurance Ti meS: Survey: Internet Ceos Dismiss Concerns Over

Practices
August 15, 2000, Vol. XIX No. 17

Survey finds too nmany ignore potential for |awsuits

STAMFORD, Conn.- At a tine when nany high-profile dot-conms are
tightening their belts and in many cases shutting down
altogether, a new national survey finds that 76 percent of
Internet start-ups surveyed plan to increase their staff 68%
within the next 12 to 18 nont hs.

However, findings further indicate that while the mgjority of
t hese conpani es have significant gromh plans in place, they are
unconcer ned about basic hunan resource and conpliance issues,

Enpl oynent



| eaving them vul nerable to potentially crippling sexua
harassnent and other enpl oyee | awsuits.
The survey - sponsored by Enpl oyeeMatters, an integrated, Web-
based provi der of enployee adm nistration outsourcing services
to small and medi um si zed busi nesses-- was conducted anong nearly
200 CEGCs, senior officers and executives fromlInternet startups
t hroughout the United States and it di scovered surprising news in
connection with attitudes on HR and conpliance issues.
VWhen asked if they have a dedicated HR person, and upon whom t hey
rely nost for counsel regarding HR and conpliance issues,
Internet conpanies indicated the follow ng:
51% do not have a person on staff dedicated to HR
71% are confident they will not hire an HR person
41% do not rely on anyone other than thenselves for advice on

HR matters, 28%rely on friends or colleagues for advice and
others seek counsel fromtheir accountants, brokers and | awers

"Though nost start-ups are extrenmely self-reliant, they don't
have the expertise to deal with HR and benefits issues," said
Elli ot Cooperstone, CEO of EnployeeMatters. "In fact, our survey
found that nobst Internet conpanies are ignoring fundanental HR
and conpliance issues even though they are growi ng rapidly and,
as a result, they are |I|eaving thenselves w de-open to ngjor
liability. That's one of the reasons outsourced services such as
t hose offered by Enpl oyeeMatters are critical to small and
medi um si zed busi nesses that have neither the tine nor resources
to address these needs."
Wt hout proper enphasis on and commtnents to HR and conpliance
i ssues, nmost start-ups are failing to educate and train their
enpl oyees about the laws they nust conmply with, |eaving companies
open to workplace harassnent clains. Despite recent high-profile
sexual harassnent |awsuits--involving both |arge Fortune 500
conpanies and nmjor Internet start-ups alike--which m ght have
served as a sharp wake-up call to businesses nationw de, the
study found an overwhel ming 79% of executives surveyed said they
are still "not at all concerned" wth sexual harassment in the
wor kpl ace.
The study al so uncovered that 54% of conpani es surveyed have no
witten sexual harassnent policy in place. O those conpanies,
64% do not plan to have one within the next 12 nmonths. Wile the
majority--58%-said they thought an enpl oyee handbook is
i nportant, 52% do not have one.
"Qur firmalone currently has approximately 1,000 clients in the
hi gh-tech arena," said Gary Mathiason, Esq., senior partner of
the national law firmLittler Mendel son based in California.
"Approxi mately 90 percent of the start-up conpanies that |'ve
seen do not have adequate systens or infrastructure in place, due
either to their small size or the speed of their growh. It's
been our experience that a |arge nunber of start-ups tend to
i gnore enpl oyee relations issues wuntil they hit the 100-300
enpl oyee mark, but by that tinme much of the |egal damage has
al ready been done."

| nsurance Ti MeS: LLJUA Subject To Chapter 93 Unfair C aims Standards
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LLJUA had argued ot herwi se

by Mark Hol | mer
| nsuranceTi nes

BOSTON - The Liquor Liability Joint Underwiting Association may
be a state-created entity, but it's not inmmne to suits alleging
unfair claimsettlenent practices - just |like any other insurer
That's the sumary judgnent issued recently by the Worcester
Superior Court in the case of Bolden versus the LLJUA. GCeral dine
Bol den i s Lynn Bol den's guardi an, and she sued to hold the LLJUA
liable for the 1991 accident in which Lynn Bol den was seriously

i njured.

Lynn Bol den was a passenger of a driver who was served at
Leitrims Pub in Wrcester before the accident. The LLJUA

def ended the pub and covered it with a $100, 000 nmaxi mum policy.
Ajury eventually ruled in the Boldens' favor by returning a $20
mllion verdict.

But the LLJUA, representing the bar, apparently didn't offer its
$100,000 policy limt until after the trial, according to the
Massachusetts Lawyers Weekly.

The LLJUA argued that it should not be held liable for "bad faith
judgrments in excess of their policy limts" because it was
created by the Legislature, and no | egislation exists governing
how it can pay "judgnents or settlements in excess of its
coverage limts."

Judge Timothy Hillman didn't accept the argument.

"The fact that an entity of a type specifically defined as

being in the 'business of insurance' was also created by the
Legi sl ature should not excuse it fromliability for unfair
settlenent practices," the judge rul ed.

"Exenpting the LLJUA fromsuch liability would confer upon it an
unfair advantage over the private insurers already regul ated by
Chapter 176 D. More inportantly, it would allow the defendant to
flout this specific directive against unfair settlenent practices
with inmpunity and without recourse..."

Hi | | man argued that the organization is 'in the business of

i nsurance' under Chapter 176D, which makes it |iable under
Chapter 93 Afor "its failure to settle a specific claim™
Hllman's ruling is a mixed one because the plaintiffs
unsuccessfully sought to also hold the LLJUA liable for the
accident itself.

"Wth respect to the LLJUA" liability under the circunstances of
this case, a fact-intensive inquiry is necessary and therefore
summary judgnent is inappropriate,” the judge wote.

The legislature created the LLJUA to provide liquor liability

i nsurance to businesses that sell or distribute al cohol and can't
obtain private liability insurance.

Parties involved can accept the sunmary judgnent ruling, file for
reconsi deration or appeal to a higher court.



| nsurance Ti mesS: Lioyd' s Predicts Mre Lawers WII Use Overseas

For Liability Coverage
August 15, 2000, Vol. XIX No. 17

Ll oyd's chai rnman expects donestic conpanies to withdraw from
| awyers nmar ket

LONDON - Lawyers in the U S. could becone increasingly dependent
on overseas insurers to provide their professional liability
cover, the chairman of Lloyd' s of London told the Anerican Bar
Associ ation (ABA) recently.

Max Tayl or, chairman of the London-based insurance market, told
over 200 ABA nmenbers visiting London that the increasing nunber
of lawsuits and damages awards in the United States agai nst

| awyers could make it increasingly difficult for themto buy
cover from donestic insurance conpani es.

"While it is too early to say that |awers are unable to get

i nsurance coverage," Taylor said, "there are signs of withdrawals
fromthe United States market by donestic companies, and sone
people feel that quality coverage is nore difficult to find."
Tayl or said a growing nmistrust of the | egal profession had been
responsi ble for the increasing nunber of |awsuits against |awers
in recent years. "As the business environnent has becone nore
conpetitive, the traditional client-attorney relationship, which
used to be based on personal trust and understandi ng, has
frequently broken down," he said.

He al so said that nmany law firms today need broader liability
coverage because they are branching out into ancillary activities
such as financial services. Coverage for these broader risks,
however, can be difficult to obtain

Tayl or made his remarks at a reception honoring the new president
of the ABA, Martha Barnett, of Holland and Knight.

Ll oyd' s i nsurance brokers, Paragon |International I|nsurance
Brokers, and Hilb, Rogal and Hanmilton, the U S. insurer broker
who places Holl and and Kni ght's | egal professional indemity

i nsurance program at Lloyd's, organized the reception, which was
attended by 200 ABA nenbers.

James Kal bassi, joint nmanaging director of Paragon, noted that an
i ncreasi ng nunber of law firms in the United States are conming to
Ll oyd's for professional liability products. Wthin the |ast

year, Paragon has successfully placed a nunber of prograns for
some of the largest United States law firms with speciali st

Ll oyd's underwriters.

"Lloyd's is leading the field in giving i nnovative coverages and
specialty prograns for U S. law firns seeking a | ong-term

rel ationship," Kal bassi said.

The U. S. now accounts for one-third of all Lloyd s business and
that premiumincone fromthe United States rose 17 percent | ast
year to $4.8 billion from$4.1 billion in 1998.

| nsurance Ti MBS: Sage Life Expands Bank Distribution
August 15, 2000, Vol. XI X No. 17

Mar ket s



STAMFORD, Conn. - Sage Life Assurance of America, |nc. announced
three new alliances to expand bank distribution of its variable
annuities and variable Iife insurance. It has established

rel ationships with Bank United Securities, First National Bank of
Sout hwest Chi o and Sky I nvestnents.

Bank United Securities, an affiliate of Bank United, has assets
exceeding $18 billion. It is the largest publicly-traded
depository institution headquartered in Texas and operates a 154-
branch comuni ty-banki ng network. First National Bank of

Sout hwestern Chio, founded in 1863, is the 12th ol dest nationa
bank in the U S It operates 30 retail-banking centers in

Sout hwest ern Ohi o.

"We are delighted Bank United Securities, First National Bank of
Sout hwestern Chio and Sky Investnents have joined with Sage,"
said Lincoln Yersin, national Sales Manager of Sage Life. "W are
conmitted to hel ping them expand their investment and insurance
busi nesses, increase market share and achi eve their business

goal s."

Sage Life, rated "A (Excellent)" for financial strength by A M
Best Conpany is the U S. subsidiary of the Sage Group Inc., a

maj or, international, financial service organization based in
Johannesburg, South Africa. In addition, Swiss Re Life & Health,
one of the world's leading reinsurers, has a financial interest
and strategic reinsurance arrangenents with Sage Life. Visit
WWW. sageusa. com

| nsurance Ti MeS: Princeton Provides Agents Wth LTD Product
August 15, 2000, Vol. XIX No. 17

PRI NCETON, N.J. - Princeton Insurance is making |long-term
disability coverage available for its agents to sell through a
new relationship with two national life insurance conpanies,

Nati onwi de Life Insurance Co. of Col unmbus, Chio, and Union
Central Life Insurance Co., of Cincinnati.

The long-termdisability product is geared toward physi ci ans,
chiropractors, dentists and other nedi cal and non-nedi ca

cl assifications.

The program al so includes busi ness overhead coverage, which pays
conti nui ng expenses such as rent and utilities while the insured
i s disabl ed.

"This is a nice added conveni ence for our insureds, who have
traditionally had limted resources of reasonably priced

di sability coverage," notes Toni Chiszar, Princeton's nanager of
product devel opnent. "We're al so giving our agents an opportunity
to round out the services they can offer through conpani es they
ot herwi se woul dn't be dealing with."

Princeton is a specialty insurer witing in 15 states. Visit

WWW. princet oneasyaccess. com



| nsurance Ti MBS: Conference On Becoming A Financial Planner
August 15, 2000, Vol. XIX No. 17

As nore and nore professionals weigh whether to enter the
financial planning profession, the Society of Financial Service
Prof essionals is sponsoring a video tel econference featuring a
team of planning experts in a discussion of the benefits and
burdens of this profession

"Through the Looking d ass: Making the Decision to Becone a

Fi nanci al Pl anner," prom ses to address issues relevant to those
who have already made the transition into the financial planning
prof essi on, those who are considering adding this to the
portfolio of services they offer, as well as those who sel

vari abl e products to clients.

The programwi || be broadcast live via satellite to nore than 250
Soci ety chapter locations on Sept. 20, from 12:30 to 3:30 p.m,
and will be rebroadcast on Sept. 21 from 10:30 a.m to 1:30 p.m
| ssues to be addressed include |icensing and registration (NASD
SEC, state, and insurance conpanies); SEC regul ations and audits;
conpl i ance; becomi ng your own broker/deal er; and conpensation
The tel econference qualifies for three Professional Achi evenent
in Continuing Education (PACE) credits. For nore information and
site locations, call 1 800 392-6900 or visit

www. fi nanci al pro. org.

| nsurance Ti mMeS: MRT Connect G ves Agents Wb Services
August 15, 2000, Vol. XI X No. 17

The M Ilion Dollar Round Tabl e (MDRT) has | aunched a new program
MDRT Connect, offering its 21,000 nenbers a financial web site
devel opnent, content and support service. The web site service is
bei ng of fered through a partnership wi th Advi sor Square, which
sells web site services to investnment advisors and the MDRT's own
Center for Productivity. The service includes a free

i ntroductory brochure site for each of its nenbers.

"The NMDRT believes that financial, professionals require a well-
defined Internet strategy to be successful in today's financia
environnent," said Bruce Hol nes, publisher of MDRT's Center for
Productivity. "Qur partnership with AdvisorSquare will enable
each menber to develop a conpelling Internet presence and to

| everage this presence to the benefit of their practices and
clients."

Visit ndrtcfp.org and advi sorsquare. conp

| nsurance Ti MBS: Supreme Court To Clarify State Law Effect On Benefits
August 15, 2000, Vol. XIX No. 17



by Laurie Asseo
Associ ated Press

WASHI NGTON, D.C. - The Suprene Court has agreed to clarify

whet her state | aw can override many peopl e's deci sions on who
will receive their life insurance and pension benefits after they
di e.

The court said it will hear a Washi ngton state wonan's ar gunent
that she is entitled to the Iife insurance and pension benefits
of her ex-husband, who died in an accident shortly after they
were divorced. His children froma previous marriage say they
shoul d receive the benefits.

Donna Rae Egel hoff and David A. Egel hoff were married in 1988 in
Tacoma, Wash., and were divorced in April 1994,

The foll owi ng June, David Egel hoff was injured in an auto
accident, and he died the followi ng nonth. He died without a
will, and Ms. Egel hoff renained the designated beneficiary under
his life insurance and pension plans, which he had received

t hrough his enpl oynent at Boei ng.

State Law on Divorce

His children froma previous marriage, Samantha and David

Egel hoff, sued in state court, saying they were entitled to the
pension and life insurance benefits. They relied on a state | aw
that said divorce revokes a spouse's designation as beneficiary.
A state judge ruled for Ms. Egel hoff. The judge said a federa

| aw t hat governs enpl oyee benefit plans, the Enpl oyee Retirenent
I ncome Security Act, overrode the state | aw and therefore she
remai ned the beneficiary.

A state appeals court and the Washi ngton Suprenme Court reversed
and said the children were entitled to the benefits. The federa
law did not pre-enpt the Washington | aw that revoked her status
as beneficiary, the court said.

In the appeal granted review by the Suprene Court, Ms.

Egel hoff's | awyers said ERISA ains to protect plan participants
and beneficiaries by overriding state | aws that would all ow
someone el se to receive pension and |life insurance benefits.
Lawyers for Egel hoff's two children said that allow ng Ms.

Egel hoff to collect the benefits would amount to " " unj ust
enrichnment. "'

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

| nsurance Ti MeS: Producers Share Profits OF New NEF Distribution Unit
August 15, 2000, Vol. XIX No. 17

Bost on-based firmeyes turning distribution into a profit center
wi th producers gaining equity

Boston - New Engl and Fi nancial recently launched a separate
di stribution conpany, NEF Distributors, LLC, that will give



qual i fying top producers and field nanagers an opportunity to
share in the profits of the new conmpany through equity ownership.

Profit Center

To finance the equity participation and profit sharing, NEF is
taki ng the novel approach of turning its sales and narketing
operations into a profit center. Generally, sales and narketing
activities are seen only as an expense. However, because top
producers and field managers who nmeet certain qualifying
standards will be offered the opportunity for equity
participation in the new conpany, the conpany expects product
sales to grow faster than sal es and narketi ng expenses, thereby
produci ng additional profits, explained ThomA. Faria, CLU

presi dent of NEF Distributors.

The plan nakes New Engl and Fi nancial the only New York-1licensed
insurer to offer equity participation in a distribution
affiliate. Another distinguishing feature of the plan is that the
conpany is providing this opportunity not only to qualifying
producers, but also to top field managers and m ddl e managers who
neet certain requirenents.

New Engl and Financial also offers its top qualifying producers
participation in one of only a few active agent-owned rei nsurance
conpani es, where underwiting profits fromthe manufacturer are
shared on business the participating producers place with the
conpany. The equity participation plan and the agent-owned

rei nsurance conpany opportunities are in addition to the existing
conpetitive base conpensati on and benefits package offered to
producers and field managers by New Engl and Fi nanci al

"The goal ," Faria explained, "is to attract and retain the best
and nost productive producers and field managers by creating

i nnovative financial incentives to nmaxinmze their conpensation
These sane incentives encourage top producers to place all their
busi ness through NEF Distributors. As a result, it's a win-wn-
win situation for producers, field managerment and the company. W
call this 'putting business through the house,'" he said.
Expecting producers to place all their business through NEF
Distributors works only if they have a top-flight product line to
sell, Faria acknow edged. "New England Financial's strategy is to
get and keep its core product line in the top quartile conpared
with select industry criteria and conpetitors. For those products
that we don't offer or products that producers need to diversify
aclient's portfolio, we've negotiated access to an array of
financial products fromselect carriers who are leaders in their
ni che markets. This commtnent to a robust product portfolio that
i ncludes investnents, annuities, retirenent plans, disability

i nsurance, variable life insurance as well as long-termcare

i nsurance shows that we are serious about wanting producers to

pl ace all their business 'through the house,'" continued Fari a.

Fi el d Perspective
David Pittnman, CLU, ChFC, nmnagi ng partner of the Birm ngham
Al abama affiliate of New England Financial, provides a field

management perspective on product. "Because of this new
di stribution conpany and access to a broad product array, field
associates in the future will not need to go outside the | oca

di stribution point or outside the national distribution system
for a conplete product offering," he maintained.



Faria believes that by focusing nore closely on the producer and
what he or she needs to be successful, NEF Distributors will be

t he organi zation of choice for the best financial services
professionals. His goal is to help producers increase their
productivity by making it easier and nore efficient to do

busi ness through NEF Distributors than through any other comnpany.

Onl i ne System

"For exanple, we have an initiative underway called Pl atform 2000
t hat provides one online systemthrough which a producer and
field nanager can have access to case status activity no matter
what |ife insurance product they are selling or from which

carrier we've selected. It will be consolidated and allow a
total picture of what business they are witing, how nuch and
wi th which manufacturer. This ability will nake it very easy to

do business with NEF Distributors,"” he said.

According to Gary Schulte, an authority on life insurance

di stribution systenms, distribution is a key ingredient for
success in the financial services industry going forward. "Advice
is going to be increasingly inportant to the consunmer. As a
result, attracting professionals who can offer sound advice,

gi ving them conpetitive products, and devel oping a strong
partnership is where a conmpany can truly distinguish itself in

t he market pl ace,” he predicted.

Faria said that |eaders fromNEF s field force worked with the
honme office in creating NEF Distributors.”

Larry Mnarsich, CLU ChFC, an NEF representative who is based in
Al bugquer que, New Mexico said, NEF Distributors recognizes the

i mportance of |ooking at the "total conmpensation and benefits
picture and to quantify the many benefits that are derived from
putting business through the house."

According to Joe Naselli, CLU, ChFC, AEP, nanagi ng partner of the
Creative Financial Goup, an NEF affiliate located in

Phi | adel phia, the creation of NEF Distributors is what the field
and honme office teamas been striving for. "The intensified
focus on the producer and how we can hel p producers be highly
productive and successful is what this is all about. Product,
conpensation, and marketing and sal es support are three key foca
points for the new distribution conpany,"” he expl ai ned.

| nsurance Ti meS: sState Farm To Add Sales OF Mitual Funds To Portfolio
August 15, 2000, Vol. XIX No. 17

BLOOM NGTON, I11. - State Farm Mutual Autonobile Insurance Co.
will start selling nutual funds in four states by January 20001
with the goal of being in all 50 states by March 2001.

The first four states will be Kansas, M ssouri, North Carolina,

and Virginia.

The Securities and Exchange Conmi ssion has given State Farm

perm ssion to sell the funds.

The funds will include a Standard & Poor's |ndex 500 fund, an

i nternational index fund, and a small cap index fund. Those funds



wi || be nmanaged by Barclays d obal Investors, an asset nanagenent
firmbased in San Franci sco.

State Farmalso will offer a small cap equity fund, a large cap
equity fund, an international equity fund, a noney nmarket fund, a
t axabl e bond fund, a tax-advantaged bond fund and an equity and
bond bal anced fund. State Farmwi |l set up a newunit, State Farm
I nvest mrent Managenent Co., to nmmnage those funds. Capita

Guardi an Trust of Los Angel es, another investment firm will
serve as co-advisor to State Farm on those funds.

State Farm custoners will be able to buy the nmutual funds through
their agent, on the Internet, or by nmamil. Dick Luedke, a
spokesperson for the conpany, says about half of the conpany's
16, 000 agents are already licensed to sell variable Iife products
and hopes that a good number will apply for the extra training
needed to sell nutual funds.

| nsurance Ti MeS: Hancock's Signator Network Adds Wb Tool s
August 15, 2000, Vol. XI X No. 17

BOSTON - Signator Financial Network, an affiliate of John
Hancock Fi nancial Services, has opened a new Extranet site that
provides its 3,000 representatives with web-based access to
financial tools, product infornation, comm ssions data, and
client accounts. In addition, users can use links to outside
vendors, online education and product vendors.

The conpany plans to add a consuner section on the site at

www. sf nonl i ne. com

| nsurance Ti mesS: Cyr Joins Allied/ Carlin; Paleschi And Brophy Join

Mccarthy; |1 ARl Honors Csrs Bonville, Conn, Harvey
August 15, 2000, Vol. XIX No. 17

Allied Anerican/ Carlin

L. Lee Cyr has joined Allied Arerican/Carlin Insurance in Natick
Mass. as a conmercial lines account representative. Previously,
Lee worked at Brewer & Lord as an adm nistrati on manager.

The McCart hy Conpani es

The McCart hy Conpanies, a menber of the Hub International based
in WImngton, Mass., announced two key appoi ntnments.

Ri chard J. Palleschi is new agency president and chi ef operating
officer. Hs primary responsibility is to oversee day-to-day

i nsurance and admi nistrative operations. He will also be actively
i nvolved in recruiting agencies for nerger and acquisition
purposes. He was a partner with O Brion, Russell & Co. in Boston
Al so, Charles J. Brophy, IIl, has been named executive vice
president and treasurer. Brophy, who joined The MCarthy
Conpani es in 1996, has 18 years experience with a nationa



i nsurance broker and, prior to that, was a senior conmercia
[ines underwiter with The Travel ers.

Il AR

The | ndependent |nsurance Agents of Rhode |sland awarded severa
schol arshi ps to deserving custoner service representatives
recently. Mary Bonville of the Lathrop Agency in Wsterly and
Kat hy Conn of the Capuano Agency in Cranston received

schol arshi ps for achi eving the highest grade point averages in
the state on a series of national Accredited Custoner Service
Representative (ACSR) property and casualty exans.

I1 ARl al so recogni zed Wendy Harvey of Meredith & O arke | nsurance
Agency in Janmestown, as its 2000 ACSR of the Year. The award is
presented annually to recogni ze the val ue custoner service
representatives bring to the i ndependent agency system

PLI Brokerage

James P. Kane has been appointed md-Atlantic regi onal manager of
PLI Brokerage, Inc. of Warren, N.J. PLI Brokerage is a wholly-
owned subsi diary of The Chubb Corp

NAI |

The National Association of |ndependent Insurers (NAlII) announced
several pronotions. Terry Tyrpin, vice president, Insurance and
Research Services was pronoted to senior vice president. Tyrpin
who has been with NAIIl for 26 years, nanages the Insurance and
Research Services division, which provides public policy,

i nformati on/ data, and research services for NAIl staff and menber
conpani es.

Scott Joyner, assistant vice president, advanced technol ogy was
pronoted to vice president. Joyner is responsible for the Ofice
Technol ogy departnent and the devel opnent and use of technol ogy
at NAII.

John Eager, director of clainms services was pronoted to senior
director of clains services. Eager oversees the Clains Conmittee
and its five subcommittees that handle all clains related public
policy, legislative and regulatory matters for NAII

Sue MIler, application devel opnent nanager was pronoted to
assistant vice president. MIler is responsible for the design
devel opnent and support of all the applications for NAlIl's
Information and Statistical Services departnent.

Jerry Zi merman, associate counsel, was pronoted to counsel

Zi mrer man oversees regulatory and | egislative issues in
Connecticut, Maine, Massachusetts, New Hanpshire, Vernmont and
Rhode | sl and.

Mai ne Chapter CPCU

Robert J. O Brien, CPCU, CIC, vice president of Blake, Hall &
Sprague | nsurance Agency in South Portl and, Miine, recently
recei ved the 2000 Eagl e of Excellence Award fromthe Mine
Chapter of The CPCU Soci ety.

Pl A Nati ona

The National Association of Professional |nsurance Agents has
naned Sheila McNamara Greenwood to head the governnent affairs
operations of the association, as the assistant vice president of
t he governnent affairs departnment. The appoi ntment was announced



by PI A executive vice president Gary Eberhart.

Greenwood joined PIA in Cctober 1997. A graduate of the
University of Louisiana at Lafayette, G eenwood has | obbied on
Capitol Hill since the early 1990's. Prior to her association
with PIA she | obbied on behalf of various energy concerns.

Al l'iance of American Insurers

The Alliance of Anmerican Insurers has appoi nted Deborah Sherno,
APR, as federal public affairs representative in the
association's office in Washington, D.C

A Washington, D.C. native, Sherno brings 14 years of experience
to the Alliance. She npst recently nmanaged the public affairs
department for the Anerican Society of Landscape Architects,

whi ch focuses on | and-use pl anni ng and devel oprment i ssues.

Delta Dental of Mass.

Delta Dental Plan of Massachusetts announced that Joseph F

O Connor, former chief adm nistrative officer for Draper Labs,
has been named chairman of its board of directors.

Al so, Neil B. Epstein, a pediatric dentist, has been naned vice
chai r man.



