| nsurance Ti meS: Mss. WCrate nmethods called likely to produce
i nadequat e rates

April 17, 2001, Vol. XX No. 8

by Mark Hol | mer
| nsur anceTi nes

BOSTON - An actuary speaking for Massachusetts insurance conpanies is
criticizing nethods used to cal cul ate workers conpensation rates in the state in
recent years, warning that failure to adjust could produce inadequate rates and
a return of nmarket problens faced in the 1980s.

The criticismby John Dawson - on behalf of the Independent Property Casualty

I nsurers of Massachusetts - is unusual because this domestic insurer group's
nmenbership overlaps with that of the Wrkers Conpensation Rating Bureau, which
has adopted the methods in its own rate filing.

"...The traditional nethods used in deterni ning workers conpensation rates are
not well equipped to anticipate changes in underlying trends, and the inmpact of
not doing so on the adequacy of rates is potentially significant," said Dawson

a partner with Ernst & Young.

Dawson submitted his conmrents during the WCRB's rate case public hearing on
April 5. The WCRB recomrends a 7.7 percent rate increase after years of rate
decline, in part to cover rising loss ratios caused by higher nedical costs.
Eastern Casualty filed its first ever separate rate request seeking an 11.6
percent rate increase; its public hearing was held after the WCRB heari ng.

The State Rating Bureau's responses in both hearings should be filed sometine in
May. | nsurance Commi ssioner Linda Ruthardt rmust decide on rates in both cases by
Sept. 1.

Ed Donahue, vice president of the Independent Property Casualty I|nsurers of
Massachusetts, said Dawson's conments are nerely "an infornmed observation on the
recent history of this narket and a different interpretation of some of the
essential inputs into the method for cal cul ati ng workers conpensation premn uns."
He said the testinmony is "significant in that it nakes an acknow edgenent t hat
rates may have been sonewhat redundant in the early 1990s."

But the testinony also reflects hope, Donahue said, that Ruthardt recognizes
that the "same ni stake seenms to be | eaning toward an inadequate rate all owance
inthe last and in the next filing."

The WCRB and ot her parties have filed petitions to change the met hodol ogy in the
past, and changes have been nade in previous filings.

This year, however, the WCRB i s using the nethodol ogy established by the State
Rati ng Bureau and approved by Ruthardt in 1999.

Donal d Bashline, vice president and WCRB actuary, said the method his bureau is
using is new for the organization. The WCRB nade a consci ous decision to stick
to fornmulas fromthe | ast approve rate, he said, "to avoid drawn-out litigation
on technical issues.

"The point of our filing," he said, "is to get a good rate for our nenbers, an
adequate rate with a mininum of technical wangling. W thought the sinplest way
to do that would be to file, essentially, what the Conmi ssioner approved two
years ago

"That doesn't always denote conplete agreenent with the Conm ssioner's
decision," he said, "but (she) found these nethods reasonable two years ago."
Dawson's comrents aren't the only statenents in the rate case hearing to focus
on actuarial methods. Actuarial analysis, for exanple, is expected later in the
rate case fromthe Wrkers Conpensation Advi sory Council



Dawson, in his witten coments, said he's afraid of what will happen "if the
unfavorabl e trends that are now beginning to energe are not accounted for.

"I fear that the rates will not be adequate to cover costs, and we face the
possibility of a return to severe nmarket problens sinmlar to those of the late
'80s."

Dawson said that "traditional actuarial nethods" used in workers compensation
rate determ nation estimate future | osses assum ng that average inflationary
trend in | osses experienced in recent years will continue "even though the nopst
recent data may indicate to the contrary."

But the method using past experience to predict the future only works when
trends are stable, he said.

"When the trend is changing, the traditional nmethods don't work well in
forecasting ultimte | osses or required rates," he said.

Dawson said he believes | o0oss cost trends began to turn in 1997-1998.

He said the change, in part is due to the end of savings fromlegislative reform
and hi gher nedi cal costs.

But this trend turn, Dawson said, "is not reflected in the Bureau's filing
because the approach and methods used in the filing are essentially the same as
t hose used, and accepted by the Commi ssioner in the past.

"The result," he said, "is overly optimstic trend assunptions and a projected
rate increase that is, in ny option, likely to be inadequate to cover all future
costs. "

Bashline said the WCRB, in its filing, points out that there "is always a danger
that a method in which you | ook at the past is capable of m ssing a turning
point."

The WCRB filing, presented by attorney Scott Lewi s, does acknow edge future
"trends such as rising loss ratios, average wage increases and hi gher nedica
costs.

In addition, Lewis said in his filing, the Assigned Ri sk Pool population is
growing, clinbing from4 percent in 1999 to 6 percent last year. So far this
year, he said, pool application nunbers have junped 30-40 percent conpared to
| ast year.

"I ncreasi ng numbers of both small and | arge enpl oyers are finding thensel ves
wi t hout coverage in the voluntary nmarket and nust seek Pool policies,"” he said.
This year's filing, Lewis said, "is consistent with the industry's efforts to
achieve stability and predictability" in the market.

Bashl i ne said the WCRB decided to forego adjustnents in its trending and wite
up its filing based on Ruthardt's approved trendi ng nechani snms ultimately
because of being "constrained by the process."

"We filed this filing to have it approved by (Ruthardt). It's nuch easier and
happi er for us and for (her), too, if we nake a filing that everyone can be
happy with and that she can approve.

"We're not |ooking for a 96-day hearing and | believe neither is anyone else."

| nsurance Ti meS: Medical bureau expansion to health raises privacy
concer ns
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M B sees role as fraud prevention aid

by Mark Hol | mer
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The Medi cal Insurance Bureau has existed for nearly 100 years, but few outside
of the life insurance industry know what it is.

And now it's expanding in a nove that's causi ng sone concern anong | ocal privacy
advocat es.

Based i n Westwood, Mass., the M B has acted as a repository of infornation for
hundreds of life insurance conpani es across the country.

Virtually everyone who applies for a life insurance policy deals with the MB.
Applicants with nenber conpanies are asked to sign an agreement allow ng their
information to be subnitted to the organization's database - now cont ai ni ng

nedi cal information for about 16 million people.

The subm ssion takes place only with a custoner's consent. And it hel ps fight
fraud, because nenbers who cone across sonething suspicious in the underwriting
process can pay a fee to cross-check their information by using the database.
Recently, the M B expanded its nenbership to individual and small group health
insurers. Mre than 20 across the country have signed up so far, said Fred
Pritikin, MB' s vice president and chief marketing officer for its e-Services
Cor por ati on.

The expansi on concerns people like A G Breitenstein, a Canbridge attorney who
hel ped wite a privacy bill pending in the State House.

"This is part of a very large trend," she said. "There are very nany conpani es
springing up all over the place who are going to be dealing with health data.
"Patients don't realize what they're doing."

Pritikin said the goal is to give health insurers another way to fight fraud,
and also to "gather the underwiting data from health insurance conpani es as
service to our life insurers.”

Menber insurance conpanies aren't allowed to use the infornmation to deny
coverage or nake underwiting decisions, he said, and they nust verify any
war ni ng si gns i ndependently of the MB.

"We audit them to make sure companies conply, Pritikin said.

Breitenstein questioned if health insurance consunmers woul d be penalized for
opting out of having their application records placed in the MB dat abase.

"The devil is in the details, as is nobst things," she said.

Each insurance carrier has its own set of rules as to how it deals with opting
in or out on policies, Pritikin said.

MB is essentially owned by the insurance industry through its nmenbers, and the
organi zation estinmates it saves nmenbers nore than $1 billion annually regarding
fraud prevention.

According to a conmpany fact sheet, once an applicant has given consent, menber
conpani es submit that person's information in a coded report only if the

i ndi vidual "has a significant condition that could affect health or l[ongevity."
Conpanies can't retrieve or input information into the MB systemwi thout an
applicant's pernission.

The agreenent |ets a menber insurance conpany use the M B database to | ook for
"any medi cal codes or alerts" on record from other insurance applications.

The existence of the MB, according to the organi zation, has hel ped prevent
applicants fromleaving out or concealing nedical details.

Pritikin says the MB conplies with the Fair Credit Reporting act and naintains
a consuner disclosure office. This neans anyone with a signed authorization can
find out what is in their MB record and ask for a reviewif they disagree with
the contents.

Any mistakes identified are corrected, Pritikin said. If a custoner disagrees,
he or she can have a statenent placed in their record stating as nuch.

The busi ness of collecting health information is growi ng, even | eading to Wb-
based services |ike Medi Connect.net, which gathers nmedical, policy and billing
records for organizations in the life insurance, property casualty, workers
conpensation and | egal fields.

Still, Pritikin says MB hasn't had any maj or conpetitors in the life insurance



i ndustry, in part because conpany nenbers are owners and "the sensitive nature
of the information exchanged.

"By pure virtue of the fact we've been able to withstand the test of time and be
allowed to continue to exist," he said, "we have sone strong processes in place
to protect individual information."

He al so said the MB conplies with recent federal |aws regarding privacy

st andar ds.

M B officials decided to expand menbership for sonme health insurers, Pritikin
sai d, because the organization found nost health insurers focus their fraud
prevention efforts at clains tine, with their efforts concentrated on providers.
A recent managed care conference nade this perfectly clear, he said.

"The general feeling," he said, "was there are not a |lot of resources avail able
at underwiting time. W thought that they could probably use us."

Maybe so, but Breitenstein disputes the notion that health insurance fraud is a
huge probl em anong patients, for exanple. She suggested the M B nmenbership
expansi on could hurt patients as a result.

"Fraud perpetrated by patients is about one mllion of one percent of all fraud
in the health care system" she said.

Massachusetts State Rep. Jay Kaufman, with Breitenstein's input, sponsored a
nmedi cal records privacy bill that died in conmttee |ast year, but has been
refiled for the new session.

He said he's neutral on the MB' s existence in and of itself, but is cautious
about its menbership expansion to include sonme health insurers.

"There's no inherent problemwith it," he said, "so long as there are

i npenetrable firewalls of security to protect data.

"One of the challenges | think we face protecting privacy in an information age
is totry and balance legitimte needs for data," he said, "with equally

legiti mate needs for privacy."

Breitenstein agreed, but said consumers should still be wary and nake sure they
know what they're doing when they give perm ssion for their personal application
information to be shared.

“I'n and of itself, in theory it is not doing anything wong, that people are

gi ving consent for information to be deposited in the MB," she said.

But "if you ask the average person on the street if they understood what they
were signing and even knew what the M B was, they don't generally know. ..

"Al though (the M B does) have consent, the consent is fairly meaningless."
Breitenstein added that insurance applications "often include quite a bit of
health information," with records tacked on as part of the process.

And consuners, she said, should consider that factor too.

| nsurance Ti NBS: Mass. LTC partnership proposal gaining nore support
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The fourth year may be the big one for an LTC partnership plan

by Mark Hol | mer
| nsuranceTi nes

BOSTON - For nore than three years, Massachusetts State |egislators have failed
to pass a bill to establish public/private partnershi ps encouragi ng people to
buy long-term health care insurance.

This year, the fourth tine could be the charm



Legi slators have filed two identical bills in the State Senate and House that
woul d reward senior citizens who purchase |ong-termcare insurance to help
defray nursing hone costs.

The Massachusetts Extended Care Federation, which represents the state's nursing
hones and assisted living facilities, once again has thrown its support behind
the bills. The group sponsored legislation three previous tinmes, though it never
made it out of legislative conmttee.

This year could be different, said Scott Plunmb, the group's senior vice-

presi dent.

"It's getting nore attention," he said. "People are | ooking at long-termcare
and they're |ooking at denbgraphics ... and the ... dependency of nursing hones
on Medicaid...

"You | ook and see 7 of 10 people are on Medicaid and (you) will get nore."

As a result, Plunb said, legislators are looking to increasingly "encourage the
growm h of private resources to cover long-termcare, and long-termcare

i nsurance is one of those resources."

Simlar public/private long-termcare partnership bills have al ready been passed
in New York, Connecticut, lowa, |Indiana and California

Ri ght now, Medicaid kicks in for eligible Iong-termcare residents after they
first exhaust their insurance coverage. Wthout coverage, they must whittle down
their assets to about $2,000, in a process known as "spending down." And when

t hose individuals die, Medicaid usually comes in to recover its expense.

New Massachusetts |egislation, if approved, would reward seniors who buy
approved, private long-termcare policies by allow ng for Medicaid coverage
after insurance coverage ends w thout requiring spendi ng down of assets. 0000.
Connecticut was the first state to establish a public/private partnership back
in 1992. The state's Ofice of Policy and Managenent runs the program known as
t he Connecticut Partnership for Long Term Care.

David Guttchen is the Partnership director, and he says the program has
succeeded since its |aunch.

At the end of Decenber 18,000 policies had been witten through the program and
t he nunber was close to 20,000 as of March, he said.

Sal es have clinbed each year, he said, junping 34 percent in 2000 over the
previ ous year.

"We think the programis doing quite well," he said.

The programis relatively sinple. In Connecticut, wi thout participating in the
| ong-term care program a person would have to spend down their assets to $1, 600
to become eligible for Medicaid.

But if the individual needing coverage uses a Partnership-approved |long term
care policy and it paid out $100,000 in benefits, they'd be allowed to keep
their assets at a level equal to what the insurance paid. And the patient would
still be eligible for Mdicaid coverage.

O those 18,000 Connecticut policies, only about 90 peopl e have used the

i nsurance coverage so far. Seven ran out of their insurance and need to go on
Medi cai d.

For those seven people, Guttchen said, "the programis an absol ute success"
because they could protect their assets equal to what their insurance policies
pai d.

At |east in Massachusetts, it may not be so sinple to pass a long-termcare bil
this year or anytine soon.

The five states with public/private long-termcare policies were able to revise
their Medicaid requirenents only with a waiver fromthe federal Health Care

Fi nanci ng Admi ni stration first.

But Massachusetts only has a partial waiver, according to Jenny Erickson, vice
president for legislative affairs at the Life Insurance Association of
Massachusetts.

"And to be set up in the first place, npst experts don't think you could set



this programup in Massachusetts under the waiver they got...," she said.

As a result, Erickson said, LIAMisn't taking a position on the proposed

| egislation, but instead is urging legislators to deternmine if its |legislation
is legal before nmoving ahead.

At the sanme time, Erickson said, LIAM nenbers have supported public/private
long-termcare prograns in other participating states.

"They have been a good idea and have worked well in other states,"” she said.
A third long-termcare bill is also pending.

The bill would linmt the waiting period to qualify for MassHeal th home health
care benefits to no nore than 100 days rather than up to 360 days. And those
benefits, according to the bill, nust be at |east 50 percent of nursing hone
coverage or $100 per day, whichever is greater

| nsurance Ti meS: Foes unite behind Mine proposal on care for dying
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AUGUSTA, Maine (AP) - Activists who were on opposing sides in last fall's

doct or - assi sted sui ci de referendum canpai gn are now teamed up in support of a
bill to inprove care for the dying in Mine.

About 70 of the Legislature's 186 nenmbers, including seven Denocratic and
Republ i can | eaders, have signed on as co-sponsors of a bill that was revi ened
| ast week by the Banking and I nsurance Conmittee.

The King adm nistration is opposing it, while the organi zati on representing
Mai ne' s four heal th mai ntenance organi zations is neutral

Mai ne voters on Nov. 7 rejected a citizen-initiated proposal to allow doctors to
help terminally ill patients take their own |ives. Miine wuld have becone the
second state, behind Oregon, to allow physician-assisted suicide.

After their election day |oss, supporters of the proposal said they had
succeeded i n hei ghteni ng public awareness of the need to inprove care for the

dyi ng.

Last week | eaders of the canpaigns that had been at odds a few nmonths ago stood
si de-by-side in support of the seven-point bill

"Today, we stand with one voice. W both feel a responsibility to carry forward
prom ses we made | ast year - to do everything we can to help termnally il
patients in our state,'' Kate Roberts, who worked for |ast year's referendum
canpai gn, and forner adversary Edie Smith, said in a joint statenent.

Roberts, a clinical social worker, said she has seen patients and fanilies
"struggle with the challenges of ternminal illness.

"While the illness is difficult enough, | have al so seen patients and fanilies
forced to westle with the chall enges of an i nadequate system of care.'

Former | egislator Joseph Mayo, who has Lou Gehrig's disease and is confined to a

wheel chai r, appeared before the conmittee in support of the bill. Mayo now
serves as House clerk emeritus.

In a statement read by his w fe Rebecca Wke, Mayo said, ~ There are many people
in Maine, also enduring a termnal illness, who do not have the wealth of
support | do. | appear here for them"''

Al so supporting the bill were several health-care providers, nedical and

religi ous groups.
Among the bill's provisions is one to set a Medicaid hospice care benefit of



$130 a day.

The bill would require health insurance and heal th nai ntenance contracts to
cover pain-control, hospice and end of |ife care.

It would also direct the state to establish a center to educate health
professionals in end-of-life care. In addition, it calls for further studies and
reports on issues related to care for the dying, and a $50,000 appropriation to
t he Mai ne Hospi ce Counci |

Al of Maine's HMX>s al ready cover some form of hospice, end-of-life and

pal liative care, although each nmay have different benefit |evels, Joseph Mackey
of the Maine HMO Council said.

Wil e the council spoke neither for nor against on the bill,
support this,'' said Mackey.

The state Human Servi ces Departnment, while supporting Medicaid rei nbursenent for
hospi ce care, opposed the bill because of "significant problens'' with the way
it's inplenented, said Marianne Ringel of the departnent's Medical Services

Bur eau.

DHS i npl emented a Medi cai d hospice benefit as of Jan. 15, which makes it
unnecessary for the Legislature to mandate such a benefit, Ringel said

She added that the $130 per day hospice Medicaid rate proposed in the bill is
wel | above the $100 Medi care rate, which would nmake the benefit substantially
nore costly. Ringel asked the conmittee to take a closer |ook at the
implications of the bill.

A study released last fall that foll owed 988 dying cancer patients for six

nmont hs concl uded that very fewternminally ill patients consider ending their own
lives.

In his study, Dr. Ezekiel Emanuel of the National Institutes of Health found
that 60 percent of those he tracked said euthanasia or physician-assisted
sui ci de shoul d be an avail abl e option, but only 10.6 percent admtted
considering it for thensel ves.

“inreality we

| nsurance Ti MBS: Equale exits |1AA Rusbul dt named CEO
April 17, 2001, Vol. XX No. 8

Robert A. Rusbuldt is the new chief executive officer of the |ndependent

I nsurance Agents of Anerica. Rusbul dt succeeds Paul A. Equale, who is |eaving
I1AA to focus on his role as chairman of the Denocratic Business Counci l

Rusbul dt, a 15-year |1 AA veteran, joined Il AA as senior |obbyist in 1986. He was
naned executive vice president and chief operating officer in 1998 after
headi ng the group's governnent affairs efforts for several years.

| nsurance Ti meS: NHissues cease and desist against Bankers Life
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by Penny WIlians
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CONCORD, N.H. - Based on conplaints received fromsenior citizen policyhol ders,

t he New Hanpshire | nsurance Department (NHI D) issued a Cease and Desist Order to
Bankers Life and Casualty Co., an Illinois domiciled conpany licensed to do

busi ness in New Hanpshire.



Negoti ati ons between the insurer and the NH D, departnent and insurer sources
said, were expected to produce a settlelenment at press tine.

The NHI D al |l eges that Bankers Life and Casualty Co. viol ated several New
Hanpshire insurance |l aws and regul ati ons by systematically selling life

i nsurance and annuity products to senior citizens in the state w thout

det erm ni ng whet her the policies were suitable for the individuals.
Specifically, the NH D all eges Bankers Life m srepresented the benefits of
annuity and life insurance products to induce senior citizens to purchase

unsui tabl e products; sold costly annuity and |ife insurance products to seniors
wi thout first determ ning need or financial affordability; had applicants attest
to false and erroneous nedical information on its "easy issue" applications
resulting in claimdenial if the applicant dies within the contestable period;
and sold nmultiple annuities to seniors wthout first determ ning need, financia
affordability, suitability or valid purpose.

As a result of the foregoing, the C& order stated, "Bankers Life and its agents
shal | cease all sales of life and annuity insurance products to New Hanpshire
citizens 65 and older until, at a hearing specified herein, the Conpany shal
show cause why its authorization to conduct business in New Hanpshire shoul d not
be revoked or limted based upon the above violations."

Spokesperson for Bankers Life, Patricia MIner, vice president for interna
affairs said that as of Tuesday, April 10, the two sides had resolved all but
two itemns.

"While we disagree with the C& order,"” MIner said, "we want all sales
practices to be suitable just as much as the Conmi ssioner does and we are eager
to i nprove and serve our custonmers better."

NHI D Director of Consunmer Affairs Gyda Di Cosola agreed a resolution was in
sight. "W are significantly down the road in terns of the C& Order issues, but
everyt hing has not been resolved yet," she said.

A hearing on the New Hanpshire C&D order was schedul ed for March 5 but was

post poned indefinitely.

Di Cosol a noted that while the nunber of conplaints was small conpared to the
conpany's total business in the state, it was the "severity" of the probl ens
that concerned the NH D the nost.

Bankers Life doesn't agree with the C& order and doesn't adnmit to inappropriate
sal es practices.

In related action, the NHID is also actively involved investigating Bankers Life
in conjunction with Maine and Vernont, with investigators working both in
[1'l1inois and New Hanpshire.

Bankers Life is a nenber of the I MSA, the Insurance Marketing Standards

Associ ation, a voluntary nenbership organi zation that pronotes ethical narket
conduct for providers of individual life insurance and annuity products.

| nsurance Ti mesS: Deal struck over NY workers conp |evies
April 17, 2001, Vol. XX No. 8

Twel ve wor kers conpensation insurers in New York will be getting back 51 percent
of their assessnent - about $13.5 mllion - stemmng from 1996 reform

| egi sl ati on.

The deal grew out of negotiations between the American |nsurance Associ ati on and
New York State officials that began in 1998

State legislators in March approved a $23.5 mllion appropriation to cover itens
i n an annual deficiency budget, part of which will fund the settlement,
according to the AlA



Events leading to the partial return of assessments grew out of the 1996 Omi bus
Wor kers Conpensati on Reform Act, specifically its repeal of the New York Court
of Appeal s decision "Dole v. Dow "

1972 Case

The 1972 case allowed a third-party manufacturer responsible for an enpl oyee's
work-related injury to recover part of the judgnent stemm ng from an enpl oyer's
responsibility for an injury.

Al A said the case "placed New York well out of the mminstream of other state
wor kers conpensation | aws. "

Initially, after the reformbill passed, the state said repeal of "Dole" was
retroactive prior to 1996. The bill, as a result, contained a one-tine
assessnent of $98 mllion on excess reserves for all workers conpensation
insurers in the state.

But insurers said the assessnent wasn't fair because there were not excess
reserves. The provision was challenged in court, and the Court of Appeals ruled
in 1998 that Dole's repeal took effect after the | aw was signed rather than
retroactively.

Al A has been negotiating with state officials since then to resolve the dispute
over the assessnent.

The noney goes to 12 nenber conpani es and their 107 subsidiaries doi ng business
in the state

| nsurance Ti mes: Local agencies not afraid to tackle challenges of e-
cComMmer ce
April 17, 2001, Vol. XX No. 8
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For Ed Higgins, the future is now.
Hi ggi ns, the owner of the Thousand |slands Agency in Cayton, NY, spent the

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

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

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

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

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

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

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

cover age.

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

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

i nteracti on between agent and custormer.

"We're not replacing the relationship the client has with an agent,

says Keith



Savi no, of Insurehelp.comin Warwi ck, N.Y.
Adds Henry Ri sman, of the Risnman | nsurance Agency in Medford, Mass.: "In-person
is a nuch nore effective sales tool than the phone or e-mail is."

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

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

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

VWat's nore, Hi ggins and each enpl oyee has his or her own official electronic
signature that allows the agency to generate a binder conpletely by enmail

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

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

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

For the last six nmonths, his office has been able to handle repair estimates
online, where an estimate and photo can be scanned, attached to a claimand then
emai |l ed to an i nsurance conpany.

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

This spring, Higgins expects a contract with Ebix to kick in that will offer
online services that's essential to a true, 24-hour agency gearing up for e-
commerce. As planned, the systemw |l let custoners click a button on the agency

Web site and access their insurance accounts, exam ne deductibles, make coverage
changes or request new products.

Risman isn't quite far along as Higgins, but says his 11-enpl oyee agency has
nmade huge technol ogi cal strides, bringing himtantalizingly close to the e-
comerce worl d.

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

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

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

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

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

"The consistency of software isn't quite there yet, at |east fromthe agency
prospective," he says. "Sone of the things | thought were going to be avail able



a year ago still aren't."
For exanple, Ri sman says, he wanted his Wb site to have a rating nmechanismto
allowclients to rate their auto or honeowners policy.

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

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

i nsurance e-conmerce worl d.

Savi no al so owns Warwi ck Resource Group, and forned his "virtual agency" in a
partnership with nine different agencies.

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

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

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

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

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

But after a customer buys the online product, Savino says, the agent still needs
to find the client "and have a conversation with them about other sales
opportuniti es.

kkkkhkkhkkhkk*k

Each agent adnits that e-commerce business isn't a large part of their sales
yet, but they believe it will be.

Hi ggi ns, for exanple, says about five percent of his business takes place

el ectronically right now, but he's seen growth anyway.

"We've already seen with our customers that a surprising nunber of them are
using email," he says.

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

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

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

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

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

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

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

| nsurance Ti NBS: U.S. Chanmber, Mass Mitual ink major LTC di scount
pr ogram
April 17, 2001, Vol. XX No. 8



Thousands of Chanber of Commerce nenbers will be of fered nursing home coverage
at discounts of up to 15%to encourage fanilies to buy coverage

by Anjetta MQueen
Associ at ed Press

WASHI NGTON - Thousands of businesses and their workers will pay less to insure

t hensel ves agai nst expensi ve nursing-home costs, under a new deal with a | eading
i nsurance conpany that the U S. Chanber of Conmerce announced.

The national menbership group of small and | arge conpani es has contracted with
Massachusetts Mutual Life Insurance Co. to give thousands of nenber firns

di scounts of as much as 15 percent on long-term care insurance, which generally
runs famlies $1,200 to $2,500 a year

Oficials say the savings - one of largest given in the industry - wll

encour age nore businesses and famlies to buy such insurance.

"Caring for an aging fam |y nenber doesn't conme cheap,'' said Chanber president
Thomas Donohue. "W thout coverage, these expenses have the potential to deplete
a famly's savings.'

Few governnent prograns cover the costs of keeping a loved one in a nursing hone
or paying for in-honme nursing care, and a $55, 000 average price tag for a year's
stay makes it hard for famlies to pay out of their own pockets.

Lawrakers and governnent researchers warn that such burdens will grow as
Americans live longer and the costs of hospitals, doctors and nedicines rise.

Yet few people have long-termcare policies, which tend to cost nore the |onger
a policyholder waits to buy it.

Tax I ncentives

Busi nesses, especially small ones, are seeking tax incentives and other help in
offering long-termcare insurance to their workers, nmuch |like the general health
care coverage nost enpl oyees get now. More Americans, trying to care for their
aging relatives at hone, often miss work, cut back hours or quit altogether
"When a smal |l business owner or enployee is faced with the need to provide |ong-
termcare, the last thing they want to worry about is howto pay for it,'' said
Robert O Connell, chief executive of MassMutual, which will provide the

di scounted insurance exclusively to U S. Chanber nenbers.

The Springfield, Mass., conpany was naned in a 1998 |lawsuit accusing it of

i mposi ng hi dden charges on policyhol ders who pay prenmiunms in installments rather
than in lunmp sumns.

Nat ural Choi ce
Chanber officials said MassMutual was a natural choice fromthe many insurers
that bel ong to the business group

"Mass Mutual is a very financially stable company,'' said Jane Sanders, who

di rects business research and projects for the Chanber.

Under the two-year program nenber businesses will purchase the insurance, which
wor kers can use to cover thenselves, their parents or grandparents. Rate
reductions will vary by state, Sanders said.

Besi des the U.S. Chanber's al nbst 150, 000 nenber businesses, up to 3 million
firms in trade groups and | ocal chanbers of commerce will be eligible for the

di scounts, Sanders said.
Congress is considering several plans to create tax deductions for |ong-term
care insurance premn umns.



| nsurance Ti mMeS: Phoenix Mitual policyowners approve stock plan
April 17, 2001, Vol. XX No. 8

HARTFORD (AP) - Phoeni x Home Life customers have approved the Hartford-based
conpany's switch to stockhol der ownership

The insurer announced that 189, 864 policyhol ders approved the switch and 10, 664
vot ed agai nst it. Roughly 500, 000 policyhol ders of Phoeni x Home Life Mitua

I nsurance Co. were eligible to vote.

The plan woul d change Phoeni x frombeing a " nutual,’
to a publicly traded stock conpany.

However, some Chicago attorneys filed a policyholders' lawsuit that calls the
plan illegal and questions executives' nptives.

Phoeni x declined to comment on the |lawsuit.

Executives of the conpany have previously said the conversion is neant to give
Phoeni x access to capital for growth, and to ease future acquisitions. Stock and
stock options will help attract and retain enpl oyees, but aren't the primary
reason for the dermutualization, they have said.

The conversion woul d take place at the same tinme as an initial public stock

of feri ng, which Phoeni x hopes to do by nid-year

Wthin 45 days of the offering, policyholders would receive conpensation such as
stock, cash or policy credits for giving up menbership rights.

The plan still needs regul atory approval.

owned by policyhol ders,

| nsurance Ti meS: NH auto insurance doesn't cover dog bites
April 17, 2001, Vol. XX No. 8

CONCORD, N.H. (AP) - Auto insurance should not cover dog bites, the state
Supreme Court said.

Judy Rignmont was bitten by a dog while |oading brochures into a car in 1996. She
sued Gretchen Lebroke, who owned the car and the dog. She eventually reached a
settlenent with Vernont Mitual, the company that provided Lebroke's homeowner's
i nsur ance.

Ver nont Mutual and Lebroke then tried to get United States Fidelity & Guaranty

I nsurance Co., which provided Lebroke's car insurance, to pay the settlenment. A
superior court agreed, but the Supreme Court reversed the decision.

The justices agreed with a decision reached by a Texas court in 1995. They wote
that the "Texas court narrowed the definition of 'auto accident' to require, at
the very least, the involvenent of an autonpbile.'’

| nsurance TimesS: cConn.'s Blue Ridge to merge with Wsconsin unit
April 17, 2001, Vol. XX No. 8

SI MSBURY, Conn. - Connecticut-based Blue Ridge Insurance will be absorbed into
CGeneral Casualty, its Wsconsin corporate sibling.

CGeneral Casualty announced the nove on April 5. The Connecticut |nsurance
Depart nent approved the process at the end of March

Swi ss-based Wnterthur |nsurance Goup owns both conpani es.

Under terms of the deal, Blue Ridge stock transferred fromWnterthur U S.
Hol di ngs to General Casualty on April 1. Integration of both conpanies should



take up to two years to finish, according to press information.

Bl ue Ridge's Sinsbury, Conn. headquarters will beconme a General Casualty

regi onal office.

Bl ue Ri dge | nsurance Conpany is headquartered in Simsbury, Conn., and was formed
by Wnterthur |Insurance Group in 1995 out of two existing conpanies.

General Casualty dates back to 1925 in Madison, Ws. as an auto insurer and has
been owned by Wnterthur since 1990.

Ri ght now, General Casualty operates in 12 Mdwestern states and Bl ue Ri dges
wites business in eight states - Connecticut, New Hanpshire, Mine, Maryl and,
Massachusetts, New Jersey, New York and Pennsyl vani a

Bl ue Ri dge enpl oys 200 people and al so naintains service offices in
Massachusetts and New Yor k

CGeneral Casualty plans to continue contracts with Blue Ridge's 512 independent
agents regardi ng underwiting, clainms, |oss control and marketing fromits
Connecticut office.

| nsurance Ti NBS: Enployers Re acquires CyberConp
April 17, 2001, Vol. XX No. 8

OVERLAND PARK, Kan. - Enployers Reinsurance Corp., a GE conpany, has acquired
and reactivated CyberConp, an online systemthat quotes and bi nds workers
conpensation policies, through its subsidiary Wstport |Insurance Corp. Prior to
t he acquisition, CyberConp was an operating unit of Reliance Insurance Co.

West port will use "GE CyberConp" as the brand name for this online service.
Twenty-five enpl oyees of Lawrenceville, N. J-.based CyberConp will join ERC
West port will accept new business and consi der renewal of existing business but

is not assumi ng any of the existing 25,000 CyberConp policies.
CyberConp is known for allowi ng agents to conduct business entirely online.

| nsurance Ti MBS: Ny highest court voids car rental shift of auto

liability to car renters
April 17, 2001, Vol. XX No. 8

by Joel Stashenko
Associ ated Press

ALBANY, N. Y. - The state's highest court gave consuners a victory recently by
denying a rental car conpany's attenpt to place all liability for accidents
involving its vehicles on renters.

The seven-nenber Court of Appeals decided unanimusly in four simlar cases that
rental comnpanies, even self-insured ones, are bound by state law to provide the
mnimumliability insurance nandated by the state of $25,000 for bodily injury
and $50, 000 for death.

In an outcone praised by a car rental conpany, however, the court's ruling also
found that the conpany was not bound for property danmge coverage of its
vehi cl es.

Self-insurers run the risk of having to pay liability judgments thensel ves,
unl i ke those who are covered by private insurers.

The Enterprise Rent-A-Car conmpany had tried to argue that its self-insured
status in New York allowed it to include conplete indemification clauses in



rental contracts. Those cl auses say the conpany provides themw th no persona
injury or property damage liability coverage. The cl auses al so stipul ated that
renters are responsible to pay for “~“all |losses, liabilities, danages, injuries,
cl ai ms, demands, costs and expenses'' caused by accidents involving Enterprise
vehi cl es.

Chi ef Judge Judith Kaye ruled that Enterprise's indemification clauses violate
"plain and precise'' state |laws which stipulate that rental conpani es have to
provide mnimum bodily injury and death coverage to custoners.

She said Enterprise does not have to provide coverage above the m nimum |l evel s
and can seek to collect damages above those ampunts from custoners who get into
accidents. She also found that Enterprise is not bound to cover property danage.
The ruling overturned four decisions by the Appellate Division of state Suprene
Court in New York City which found the i ndemification clauses valid

State Attorney General Eliot Spitzer praised the court for the recent decision
In a friend-of-the-court brief in the case, Spitzer said thousands of consuners
woul d be affected by the court's ruling, whichever side it came down on

"This is a great decision for consuners who will no | onger be deceived by renta
car conpanies into paying additional fees for unnecessary liability insurance
costs,'' Spitzer said.

The attorney general sued Enterprise in May 2000 in a case separate fromthe
four decided by the Court of Appeals. Spitzer's suit argues that Enterprise was
not providing a | egal defense or coverage to renters that it should be. Spitzer
al so argued that Enterprise customers were being charged an additional $6.95 a
day for insurance that the conpany shoul d be providing customers w thout an
extra fee

Spitzer said his office runs a help Iine at 1-800-771-7755 to answer questions
from consuners.

The cases involved ELRAC, owner of the Enterprise Rent-A-Car chain. The conpany
succeeded in wi nning judgnents against drivers who' d gotten into accidents with
Enterprise cars for between $2,074 and $50, 000. Those were overturned Tuesday.
Enterprise's | awer Christopher Jeffreys said there was a lot for the renta
conpany to like about the ruling, especially Kaye's determ nation Enterprise can
i ndermi fy custoners for property damage and that there is no mini num coverage

| evel required for such danage.

| nsurance Ti NBS: Court blasts State Farmaftermarket parts practice
April 17, 2001, Vol. XX No. 8

by Susan Skils Luke
Associ ated Press

An Illinois state Appellate Court has upheld npst of a |ower court's verdict in
a nationw de class-action | awsuit agai nst State Farm Miutual Autonobile | nsurance
Co., ruling the country's largest auto insurer acted with "~ cal cul ated deception

of its policy holders'' in supplying themw th auto-body parts that critics
cl ai mred were substandard
The verdict, handed down April 5 in the Fifth Crcuit Illinois Court of Appeals

in Mount Vernon, upheld npst of the $1.2 billion awarded by a Marion judge and
jury to 4.7 million plaintiffs nati onwide in Cctober 1999.

The appellate court reduced the award by $130 million because of damages that
had been computed twi ce by the | ower court.

State Farmto Appea



A spokesnman for Bl oom ngton-based State Farm says the conpany will appeal it to
the Illinois Suprene Court.

But | awyers representing the plaintiffs say the | anguage the judges used in the
40- page opi ni on was unusual |l y strong.

"There is overwhel m ng evidence of State Farm s cal cul ated deception of its
policy holders in a deliberate disregard of its express witten prom ses
contained in the policies issued,'' Judge Gordon E. Maag wrote in the opinion
"They could take it to the United Nations if they want to, but no court will
overturn this opinion,'' said Lexington, Mss.-based attorney Don Barrett, one
of the plaintiff |awers.

The plaintiffs claimthat they had no choice but to repair their cars with so-
call ed afternmarket body parts. Critics say the parts fail to deliver the sane

I evel of fit, finish, corrosion resistance and safety, as original parts.

State Farm argued that the cheaper parts held down insurance prem uns. They al so
clainmed that no one was forced to accept anything, since any parts used are
guar ant eed by the conpany.

"If a problemoccurs with a generic replacenent part, we're going to replace it
until you're satisfied. And we'll pay the bill,"' said Steve Vogel, a State Farm
spokesman. "How is that bad for the consumer?''’

Plaintiffs' |lawers also say the decision strengthens several simlar |awsuits
filed in other states against other large auto insurers.

| nsurance Ti MBS: NH CPCUs hear cautions about use of credit scoring
April 17, 2001, Vol. XX No. 8

by Penny WIlians
| nsur anceTi nes

MANCHESTER, N.H. - New Hanpshire insurance professionals recently turned the

spotlight of March as Ethics Awareness Month on the use of credit scoring for

i nsurance underwiting.

VWi | e banks have been enploying credit scoring as a determ nant for severa
decades, insurers have only relatively recently been using the criteria.

Sone panelists expressed skepticismabout credit scores and even insurance
conpany proponents urged caution and consumer education about the practice. The
i ndependent agent participant was critical of the accuracy of credit reports.

Attorney Jeffrey Klein, vice president for government and industry affairs at
Royal & SunAlliance, gave the use of credit information a qualified thunbs-up.
"Yes, use of credit in personal lines underwiting and pricing is ethical if it
is truly a predictor of behavior and | oss experience, but it should be used

judiciously and there needs to be disclosures provi ded and education regarding
its use," stated Klein.

Kl ein said i ndustry peopl e have convinced himof the accuracy of the predictive
nature of credit scoring.

However, he said, there needs to be balance. "There is a need for the industry
not to act arbitrarily, but rather be judicious in the use of such a tool."

Joining the N.H Chapter of the Society of Chartered Property Casualty
Underwriters as sponsors of the ethics panel were the N.H Insurance Wnen's
League, Insurance Wnen of Central N . H, the Southern N.H and Vernont

Associ ations of |nsurance Winmen, Seacoast |nsurance Wimen's Associ ation and the
N.H Field Association.

Anot her insurer representative tried to downplay the use of credit as a

determ ning factor. "The value of credit scoring is that it should be used as



an additional piece of underwiting infornation that can tell nore about the
custoner," added Robert Desauliniers, agency narketing nmanager, Royal &
SunAl | i ance

But Kl ein questioned the need for a pending New Hanmpshire bill (S. 126) on this
i ssue sponsored by fellow panelist Senator Ned Gordon.

"The bill prohibits increases in prem umin auto/honeowners in whole or in part
based on credit history after a 'policy has been established,’ " said Kl ein. The
industry is wuncertain as to exactly what is nmeant by "established."

Al ong the same lines he said the industry is concerned with the recent New
Hanmpshire I nsurance Departnent (NH D) proposed regul ation regardi ng use of
credit information because it requires witten authorization before a carrier or
agent can obtain a credit score. Kl ein sees this as unworkable fromthe
standpoi nt of a consumer com ng to an agent seeking bound coverage before

| eaving the office.

However, bottomline, said Klein, "nore education of consumers is needed as to
what the nexus is between credit information and predicting risk."

He said that Senator Gordon's concern "centers on the fact that the law in New
Hanpshire prohibits carriers fromusing credit scoring as the sole criteria for
i ncreasing prem ums or non-renewi ng auto and honeowner policies." Yet, Kl ein
added, carriers are doing just that but none has questioned about the practice
since that |aw went into effect.

"Six years after the | aw was enacted nothing has changed, " Kl ein maintained.

Sen. CGordon's Response

Sen. Gordon said his bill is clear in its |anguage affirm ng that an autonobile
or homeowners insurance policy cannot be changed based in whole or in part on a
change in credit rating or credit status of an insured. "Any change in such
policies shall be directly related to the record of the insured. Wat's not to
under st and?" he wonder ed.

As far as he is concerned, the use of credit information "nay serve carrier
profitability, but it is economic redlining," Sen. Gordon said.

I nsurance Conmi ssi oner Paul a Rogers acknow edged that no carrier has been called
on for charging premumrates solely based on credit information although there
have been conplaints to that effect.

"There is only one way the departnent can pick-up on this type of activity and
that is through market conduct exans," she maintai ned. She said she plans

i ncreased nmarket conduct exam nation activity in the state in the future.

Rogers considers the entire credit scoring issue a "huge challenge." Wile the
use of credit information is here to stay, she believes there is nuch that needs
to be exanined in terms of howit is used and the material that is actually used
in credit scoring nodels.

She suggested that the vendors of the credit scoring nodels such as Fair |ssacs
m ght need tighter regulatory oversight. At her request, Fair Issacs is
schedul ed to make a presentation to her agency about the details of the nodel it
uses in the very near future.

Agent Foy's Vi ew

More often than not the person in the mddle in credit scoring is the

i ndependent insurance agent. O fering the viewpoint of the agent, Jeff Foy,

chi ef operating officer of Foy |Insurance G oup, cast doubt on the use of credit
scores.

"Credit scores gathered without witten authorization are a concern. Is it
ethical to use credit information? Probably. But it doesn't meet mny ethica
standard at this tine."

Foy 's concern with the use of credit information is based at |east in part on
what he believes is its questionable accuracy. "W have heard that 70 percent of
credit histories will have at |east one error," he said.



To test this he pulled his wife's credit history. "I checked and found
information that was inaccurate," he said.

"I'f the level of accuracy is inproved, the use of credit information can reach
the I evel of ethical acceptance, but right now, |I'mnot particularly confortable
withit."

Foy called for balance and accuracy and agreed with Senator Gordon that "credit
shoul d not be the sole criteria for raising rates but said in sone cases it is.
"To be eligible for the best price in nmany cases, you need exceptional credit,"
he sai d.

Is credit truly predictive? Foy didn't deny it m ght have predictive val ue, but
nmade the point that it doesn't apply to all. "There are clients who don't have
the best credit history but have all the other characteristics that nmake them a
good credit risk."

Sone conpani es use credit information and others don't. Wen trying to secure
coverage for a driver with poor credit history, Foy suggested it is prudent to
go to a conpany that uses traditional underwiting. However, he continued, if a
custonmer has reasonable credit but a nunmber of speeding tickets, then an agent
will gravitate toward a conpany using underwiting decisions based on credit
scoring rather the traditional underwiting criteria.

| nsurance Ti MBS: Hlb, Rogal buys Conn. agency
April 17, 2001, Vol. XX No. 8

HARTFORD - Hartford-based B. Perkins & Co. |nsurance Agency is being absorbed by
a |l arger comnpany.

Hi | b, Rogal and Hamilton Co. of Virginia recently announced it acquired Perkins
stock, but did not reveal details of the deal

Bot h conpanies are now in the process of blending Perkins into H b, Rogal and
Ham lton's Hartford offices and nmanagenent team

Per ki ns' founder and president, Brewster Perkins, will join Hlb, Rogal and
Ham I ton's Connecticut branch as executive vice president, while Kinberly

MG | Ii cuddy, president of HRH Connecticut will run the comnbined operation

B. Perkins generates nore than $3 million in annual revenues. Hilb, Rogal and
Ham | ton has 80 offices around the country.

Farm Fam |y bought

GLENMONT, N.Y. - The New York Insurance Departnent has approved Anerican

Nati onal Insurance Co.'s acquisition of Farm Fanmi |y Hol dings, Inc. The
conpani es were to conplete the transaction on April 10, 2001

Anerican National is acquiring FarmFamly at a price of $44 per share for Farm
Fam ly's common stock and $35.72 per share for Farm Fam ly's Series A Preferred
Stock in cash

| nsurance Ti NMeS: Life insurers applaud long termcare tax incentives as
vital to retirenent
April 17, 2001, Vol. XX No. 8

WASHI NGTON - Life insurers are praising Senate Finance Comittee Chairman
Charles Grassley (R 1A) and Sen. Bob Graham (D-FL) for introducing |egislation
to establish an above-the-line federal tax deduction for long-termcare



i nsurance prem uns.

The neasure woul d al so permt the inclusion of long-termcare policies in

enpl oyer - sponsored cafeteria plans and fl exi bl e spendi ng accounts.

"One of the greatest risks to asset loss in retirement is unanticipated | ong-
term care expenses," the American Council of Life Insurers told the Finance
Conmittee in a statenent. "Tax incentives to encourage the purchase of |ong-term
care insurance will encourage Americans to prepare for their future retirenents
and to be protected against the financial devastation of paying for long-term
care."

ACLI, which represents 87 percent of the private long-termcare insurance

i ndustry, also pointed out that there are substantial benefits to governnment - -
and future taxpayers - - of wi der purchase of private |ong-termcare insurance
anmong baby boomers, who will double the nation's 65-and-over population to 70
mllion over the next 30 years.

"Medicaid will never be able to foot the bill for the mllions of baby booners
who will need |long-termcare services in the not-so-distant future," ACLlI said.
"Providing this inportant tax incentive nmeans that Americans who take advant age
of long-termcare protection will not be a burden on the Medicaid system and
will not have to spend down their retirement assets to pay for long-termcare
bef ore becomng eligible for Medicaid. Instead, they will have the choice of a
variety of services if they are unable to performa specific nunber of
activities of daily living or are cognitively inpaired."

Tax Deducti on

The proposed above-the-line federal tax deduction would allow all taxpayers to
deduct long-termcare insurance policy premunms fromtheir taxable incong,
regardl ess of whether they item ze on their tax returns.

ACLI research indicates that the costs of virtually all forms of long-termcare
- - fromadult day care to home care to nursing home care - - w |l quadruple by
2030. It also shows that Medicaid s annual nursing expenditures will skyrocket
from about $30 billion today to $134 billion in 2030 - - an increase of 360
percent. Private long-termcare insurance could reduce Medicaid' s institutiona
care expenditures by $40 billion a year, or about 30 percent.

According to ACLI, wider purchase of long-termcare insurance could increase
general tax revenues by $8 billion per year, because of the nunber of famly
caregi vers who would remain at work. Currently, one in four American fanmlies -
- 22 mllion - - are caring for an elderly relative or friend. Thirty-one
percent of caregivers have to stop working outside the hone; nearly two-thirds
have to cut back on their work schedul es; nore than a quarter take |eaves of
absence, and 10 percent turn down pronotions because of their caregiving
responsibilities. It costs the typical caregiver about $109 per day in | ost
wages and health benefits to provide full-tinme care at home - - which is al nost
as much as the cost of nursing hone care.

"W believe that protection and coverage for long-termcare is critical to the
econom ¢ security and peace of mnd of all Anerican famlies," ACLlI said.
"Private long-termcare insurance is an inportant part of the solution for
tonmorrow s uncertain future. As Americans enter the 21st century, living |onger
than ever before, their lives can be nmade nore secure knowi ng that |ong-term
care insurance can provide choices, help assure quality care, and protect their
har d- ear ned savi ngs and assets when they need assistance in the future.

by Laura Meckl er
Associ ated Press

WASHI NGTON (AP) - About a year ago federal officials started to catch on: States
wer e braggi ng about a new way to collect federal noney intended for nedical care



for the needy and funnel it into general coffers.

In Washi ngton, the inspector general investigated, concluding that states were
pretending to spend billions of dollars for Medicaid, the health insurance
program for the poor and disabled, to draw i nflated natchi ng noney from

Washi ngton. I n nost cases, the extra noney ended in the state coffers, available
for just about anything.

Over protest fromstates, the Departnment of Health and Human Servi ces put

regul ations into effect this month to close the | oophole. President George W
Bush's administration is continuing the policy put in notion by the previous
adm ni stration, seeking to cut an additional $17 billion over the next 10 years.
It's unclear how far the adm nistration will get, given the fierce opposition
HHS met | ast year from nembers of Congress whose hone states have been
benefiting handsormely fromthe situation

For now, the adm nistration is tal king tough, and | ast week HHS announced pl ans
to further crackdown on what investigators call a shamand a shell gane.

"The | oophol e has all owed states to draw down billions of dollars in federa
rei mbursement for hospitals and nursing honmes wi thout any assurances that these
paynments were used for their intended purpose,'' the administration said |ast

nmonth in its budget blueprint.

The bl ueprint notes that while HHS and Congress addressed the issue |ast year
what is called the upper payment limt |oophole continues to cost the federa
treasury billions - an estimated $6 billion above and beyond what Medicaid woul d
normal Iy cost just this year

Medi caid is financed by a conbination of federal and state dollars. On average,
Washi ngt on pays 57 percent.

States are allowed to set their own paynent rates to doctors, hospitals and
nursi ng hones, but there's a ceiling: They can't pay nore than Medi care, which
mai nly serves the elderly, pays for any one service.

For years, this was irrel evant, because typically Medicaid pays much | ess than
Medi care. But beginning in the early 1990s, a few states discovered a lucrative
accounting trick.

States woul d massively inflate their payments to state- or county-owned
hospital s or nursing hones. \Wen those paynents were averaged with the | ower
paynments made to private facilities, the state as a whole would be at the

maxi mum charge, making the situation technically |egal

Those overpaynments, however, were not being used to enhance care.

The state would transfer the nmoney to the hospital or nursing hone, and it woul d
stay there just |long enough to draw i nflated matchi ng nmoney from Washi ngton _
perhaps just a few hours. Then the facilities returned the noney to the state,
which could use it for any purpose.

By |ate 1999, state officials were buzzing about the accounting trick. HHS

prom sed to crack down, which had one inmedi ate effect: Even nore states applied
for these financing arrangenents, wanting to get in on the extra cash before the
| aw changed.

In Septenber, 19 of the 50 states were receiving inflated paynents. Today, 26
states are in on it, and five others have applications pending.

Last fall, HHS proposed regul ati ons phasi ng out the procedure over five years.
State governnents and their representatives in Congress protested |oudly,
arguing that states had come to rely on the noney. Wile the nmoney m ght not be
spent on Medicaid patients, they said, it was being used for health care and

ot her inportant prograns.

Critics responded that once the nmoney is put back into state treasuries, there's
no way to know what it's paying for



| nsurance TimesS: NHbill would ban cover for injuries related to job

revi ew
April 17, 2001, Vol. XX No. 8

by Lori Ayotte
Associ at ed Press

CONCORD, N.H. (AP) - Enpl oyees stressed out over poor performance eval uations

wi Il have a tougher time getting workers conmpensation if a bill before the
Senat e | nsurance Comittee passes.
The bill specifies that nental injuries resulting fromdisciplinary actions and

wor k eval uati ons woul d not be included under workers conpensation provisions, as
| ong as enpl oyers have acted in good faith. Stress resulting fromjob transfers,
| ayof fs, demptions, and firings would al so be excluded from conpensati on

Wongfully Fired

Former enpl oyees would still have the right to nake a stress claimif they are
wongfully fired or if the workplace was made so miserable for them they were
essentially forced to quit. But former enpl oyees who make conpensation cl ai ns
woul d waive the right to bring their cases to court. Sinmlarly, if they seek
court action, they could not pursue conpensation clains.

Rep. Robert O egg, R Hudson, said the proposal is an attenpt to clarify the
current |aw

Last year, the state Suprene Court ruled that a woman who becane depressed after
her supervisors criticized her poor work perfornmance was entitled to
conpensation. The court upheld a ruling by the state Wrkers Conmpensati on Board
of Appeals, which found in 1996 that although the supervisor's criticismwas
justified, stress fromthe poor performance reviews caused Gail Sirviris-Allen
to become depressed.

Al t hough they ruled in favor of the claim the judges said the Legislature
shoul d revi ew whether a "good faith criticism' of an enployee's work
performance shoul d be included under workers conpensation | aws.

Clegg said the bill carries out the court's request.

Nancy Huntl ey, representing BAE Systenms of Nashua and the Greater Nashua Chamber
of Conmerce, supports the neasure. The | egislation would nmake it easier for
conpani es to defend t hensel ves agai nst stress clains from enpl oyees who receive
justified criticismin regular evaluations, she said.

But Rep. Charles Wed, D Keene, said he fears enployees with legitimte cl ains
m ght have a nore difficult time getting conpensated under the current wording
inthe bill.

The bill specifically protects conpani es agai nst stress clainms when they carry
out disciplinary or other actions in "good faith,'' which Wed argued is too
anbi guous.

But Clegg said that the termis sufficient and is used consistently throughout
the statutes.

by JimFitzgerald
Associ ated Press

WHI TE PLAINS, N. Y. - Fourteen men with ties to the Orange County vill age of
Kiryas Joe have been charged with stealing or making up identities to get $4.5

mllion in fraudul ent tax refunds, business |oans and life insurance payoffs.
The group "exploited today's world of relatively anonymous, fast-noving
commerce,'' U S. Attorney Mary Jo Wiite said. "Its nethods were a conpl ex and

| ayered web of deception.'’



The five-year-old schene nade victins of private citizens, banks, insurance
conpani es, credit card conpanies and state and federal agencies, she said.

Ni ne of the men were arrested in New York and Loui siana and the other five were
bei ng sought, said Barry Mawn, who heads the FBI's New York office. Prosecutors,
citing sone defendants' use of fake passports, were asking that they not be

rel eased pending trial

One fake passport used a photo of NBC newsnman Ti m Russert and anot her used a

pi cture of CNBC "Squawk Box'' host Mark Haines, Wiite said. She said she did not
know why.

Ei ght of the nen were accused of racketeering, which is punishable by up to 20
years in prison. The others were charged with various frauds.

Wiite said the group, known as the Sanet group after |ead defendant Mrdecha
Sanet, 41, used computers and sophisticated tel ecormunications systens in homes
and a shopping center in Kiryas Joel but "respected no limtations either of
geogr aphy or category of victim''

"Fraud Factory'

Mawn said the defendants operated "a full-service fraud factory, which produced
one fraudul ent scheme after another all based on an array of fictitious
identities, phony clainms and fake docunents.'

Calls to Sanet's hone went unanswered.

According to the indictrment, the group would apply for taxpayer identification
nunbers, Social Security nunmbers, passports and other sources of identification
then use those fake nanes and sone real ones to apply for refunds on taxes that
had never been paid, insurance benefits for people who had not died, |oans for
busi nesses that did not exist. Bank accounts in fake nanmes woul d be used to
coll ect and | aunder the nmoney, Wite said.

After using mass mailings to solicit investments, including entries in fake
lotteries, they also set up "an extensive call-forwarding and voi cemail system
in which frustrated callers would invariably and deliberately be unable to reach
anyone know edgeabl e or receive any neani ngful information about their

i nvestments,'' Wite said.

Kiryas Joel is an Orthodox Jewi sh community, as is New Square in nei ghboring
Rockl and County, where four nen were convicted of swi ndling government programns
and using sone of the proceeds to help other residents. Asked to conpare the
cases, Wiite said only that in the Kiryas Joel case, there was "no evidence that
the notive was for anything other than personal gain.''

Cinton Case

White woul d not coment specifically on the New Square case, which is back in
her office as she investigates whether former President Cinton commuted the
convicts' sentences in exchange for the village's bloc vote for New York's U. S
Senate candidate Hillary Rodham O inton

| nsurance Ti meS: i ni onExchange
April 17, 2001, Vol. XX No. 8

The property and casualty industry is still trying to recover fromyears of
price conpetition, the latest results show.
Efforts to correct pricing are in full swing but it will take some time before

they are reflected in financials.
How bad was the inmpact of price conpetition on |ast year's results?
According to the Insurance Information Institute, the Insurance Services Ofice



and the National Association of |Independent Insurers, property and casualty
insurers reported a total underwiting |oss of $32.6 billion in 2000 conpared
with $23.1 billion a year ago,

In 1999, the industry had total net incone of $21.9 billion

Results fromthe study are based on reports from96% of the U S. property and
casualty companies in the United States.

"Years worth of underpriced business continued to assault the industry's bal ance
sheet,"” said Il1's Chief Econonist Robert Hartw g.

Hartwi g said that premiumrates should continue to rise, fixing the danage down
to the industry for over a decade.

"As the industry gradually recovers fromits soft market hangover, insurers wll
likely begin, and in many cases continue, to experience inproved earnings,"
Hartwi g said.

More frequent and severe fraudulent crines, and a rise in the number of |awers
i nvolved in clains cases, particularly in New York and Florida, also worsened
underwriting | osses, according to the study.

| nsurance conpany executives are working with the National |nsurance Crine
Bureau to conmbat these problens, which are seem ngly becom ng nore preval ent,
Hartwi g said.

Wil e property and casualty stock prices fell last year, the industry faced $18
billion in unrealized capital |osses |ast year, conpared with $1.9 billion in
1999, forcing surplus to drop for the first tine since 1984 by 4.5% according
to the study.

About $16.5 billion in dividends to shareholders and $5.1 billion of

nm scel | aneous charges al so caused surplus to drop | ast year

Am d sonme | ess than encouraging results, the study showed that at |east prem unms
i ncreased | ast year, confirmng that rates are continuing to rise.

"Premium growth provided at |east one bright spot in the industry's otherw se
bl eak nunmbers,"” said John Kollar, 1SOs vice president of consulting and
research.

Premiunms for the year increased 5.1%to $301.6 billion. In 1999, preniuns grew
1.9%to $286.9 billion. During the fourth quarter, premunms grew 6.4% conpared
with 2.1%for the same period a year ago.

Anal ysts estimte premuns will grow about 7.4%this year, according to the
study. If this forecast is accurate, than the industry would have grown faster
than it has in the last 15 years.

"I'f the industry can sustain premiumincreases, it would bode well for future
results," Kollar said.

More di sciplined policy pricing, including nore accurate estimates for higher
risk policies, contributed to higher prem unms |ast year. The study said
commercial lines are increasing their rates, on average, between 6-9% while
wor kers conpensation insurers, perhaps in the nost dire need for aid, are
increasing their rates by about 9.5% during the second half of 2000 and appear
to be continuing this year.

The 111 forecasted auto insurance rates would rise about 3-6%this year

"The forecasts for 2001, for the first tine in years, show an industry with
significantly inproved growmh prospects and a slight inprovenent in underwiting
performance,” Hartw g said.

Wth a combined ratio of 110.5, the industry has yet to achi eve an overal
underwriting profit, but the Ill expects a slight inmprovenent, predicting the
ratio to be about 109.1 at the end of 2001. However, a relatively cal myear for
cat astrophes hel ped to nmake the insurance industry look a little better than it
actually is.

"Bad as they were, underwiting results benefited fromthe decline in
catastrophe losses,"” said the NAIl's vice president of research, D ana Lee,
adding that if catastrophe |osses had remai ned the same as 1999, the conbi ned
rati o woul d have been 1.3 points worse than it actually was.



"It's a sinmple truth: If |osses keep growi ng faster than prem unms, underwriting
results are going to keep on deteriorating," Kollar said.

| nsurance Ti mes: Serio tapped to replace Levin as NY superintendent
April 17, 2001, Vol. XX No. 8

by Mark Hol | mer
| nsuranceTi nes

NEW YORK - New York Insurance Superintendent Neil Levin has npbve onto anot her
job, and a long-tine nmenber of the departnent is nom nated to replace him

Gov. George Pataki has chosen Greg Serio to replace Levin, who recently left the
I nsurance Departnent top spot after al nbst four years to head the Port Authority
of New York and New Jersey.

Serio has served as first deputy superintendent and general counsel for the
department since 1995, and runors of his appointnment circled anpong industry
insiders in the days | eading up to the announcenent.

M nutes after the Insurance Departnment posted Serio's nomnation on its Wb site
on April 10, the American |Insurance Association released a statenent appl audi ng
t he news.

Serio's "experience has prepared himto provide the | eadership that will be
needed as New York's Departnment of |nsurance nmeets the chall enges ahead," said
M chael Murphy, AIA's assistant vice president, northeast region

Serio's initial title is "acting superintendent.” He rmust also go through a
state senate confirmation process.

He'll be heading one of the nation's |argest state insurance departments with
1,500 departnment enpl oyees.
In addition, Serio will have regul atory oversight over nore than 1,000 insurance

conpani es and 100, 000 brokers, agents and financial experts.

Serio was runored to be under consideration along with Senior Deputy
Superi nt endent Kevin Ranpe and Deputy Superintendent John Cashin.

One industry insider said agents wanted Serio in the top job because he's served
I onger in the departnent than the other deputies, and al so because of his
"willingness to listen to what our concerns are."

Levi n announced his planned departure on March 30. He became i nsurance
superintendent in April 1997 after two years as the state's banking
superi nt endent .

He's credited with trying to inprove efficiency at the departnent along with
wor ki ng for nore consuner protection. Levin also devel oped the Insurance
Department Web site and consuner-rel ated outreach efforts.

Last year, Levin made headlines after |aunching an investigation into past
practices of race-based underwriting.

Steven Spiro, president of the Independent Insurance Agents Associ ati on of New

York, said he wished Levin well in his new job. He said Levin ran a departnent
that was "very open to discuss our concerns and the concerns of the insurance
conmunity. "

Interviewed before Serio's nom nation, Spiro wouldn't speculate on Levin's

repl acenent. But he credited Serio with being "the constant” in the depart nent
who woul d guarantee a smooth transition

"He has been in this position before Levin (and) through at |east two previous
superintendents,” Spiro said.

"He's very know edgeabl e and his door is always open. He's always encouraged an
open di al ogue. "



Serio also brings extensive |legislative experience to the job. He was chi ef
counsel for the State Senate insurance conmittee, judiciary conmttee, and
counsel to the Senate Deputy Majority Leader

As first deputy superintendent, Serio was involved in speed-to-narket and

wor kers conpensation reformefforts.

He al so took part in the creation of the Healthy NY | ow cost insurance program
according to the Insurance Departnent Wb site.

| nsurance Ti mes: 1MvB now offering online comercial financing
April 17, 2001, Vol. XX No. 8

IRVINE, Calif. - Insurance Marketing & Managenent Services (I MVS), a provider of
managenent and marketing information to i ndependent insurance agencies, is
teaming up with G nke, Inc., a provider of Internet-based comercial financing
Busi ness | oans, equi pment financing and commercial real estate |oans from $5, 000
to $500 mllion can now be sourced through the | MVS | oan center on the web site
www. i mrs. com and fromthe web sites of | MV nenbers.

The 1 MVB Online Commercial Lendi ng Marketpl ace, powered by QG nke, gives
borrowers access to a conpetitive Internet auction marketpl ace consisting of
nore than 160 | enders. Lenders whose criteria match those of the | oan request
bid on the borrower's financing needs.

George Nordhaus, chairman of | MV5, said the O nke financing service is the first
of a full line of banking products IMVS plans to offer

| nsurance Ti meS: Geat Anerican offers stand-alone fiduciary liability
April 17, 2001, Vol. XX No. 8

Great Anerican Insurance Co.'s Executive Liability Division announced new state-
of-the-art fiduciary liability coverage within its ExecPro series of products.
The policy, conbined with many optional enhancenments, is one of the broadest
fiduciary liability coverages available in the marketplace. The new policy is
avai l abl e in npost states.

Great Anerican's ExecPro Fiduciary Liability Insurance Policy includes the
following features: clains nmade policy with limts of liability up to $25
mllion; option for defense costs in addition to limt of liability; duty to
defend with the insured having the right to assunme the defense; no retention if
i nsurer defends; advancenment of defense costs if insured defends; either/or

di scovery option and broad definitions of "Claim', "Loss" and "Insured"

Visit www. greatanericani nsurance.com for nore infornmation.

| nsurance Ti NMBS: CNA Pro's E-Pack policy now admitted in 40 states
April 17, 2001, Vol. XX No. 8

CNA Pro's E-Pack, a conprehensive managenent liability insurance policy designed
to serve the unique needs of small to mid-size private conpanies, has been
admtted in over 40 states. E-Pack is one of the few approved policies in the



country that offers both M scell aneous Professional Liability and Enpl oynent
Practices Liability.

CNA Pro's E-Pack provides Enployment Practices Liability, M scellaneous

Prof essional Liability, Directors & Oficers Liability, Fiduciary Liability and
Entity Liability coverage. This policy offers applicants the flexibility to
purchase a single coverage or a conbination of two or nore coverages. Limts and
retentions can be shared between coverages or be separate for each coverage.

CNA Pro also recently revised the risk management services that are avail able
for their customers who purchase the Enploynent Practices Liability portion of
E- Pack. Services include a sanpl e handbook, enpl oyment guidelines and self audit
avai |l able on CNA Pro's website, plus a free enmploynent hotline for nanagers. CNA
Pro custonmers are also eligible for discounted fees charged by Fisher & Phillips
LLP and AGOS Consulting Services for enployment related | oss control services

O her inportant features of E-Pack include CNA's duty to defend, which provides
small to nid-size conpanies with an extra nmeasure of security. The insured is
free to continue the day to day affairs of the business, while CNA assunes al
obligations of investigating and defending covered clains. Punitive danages are
al so covered, where insurable by law, and there are no exclusions for acts
occurring prior to the policy period for nbpst coverage parts. This neans that

acts that occurred before an E-Pack policy was in place may still be covered.
Coverage for bankruptcy proceedi ngs and spousal liability is also automatically
i ncl uded.

For nmore, 800-852-0393 or try ww. cnaprocom com

| nsurance Ti meS: New Dinensions assumes GoPro specialty nane
April 17, 2001, Vol. XX No. 8

New Di nensi ons Underwriting Goup, a Princeton, N. J.-based managi ng genera
underwriter established by Aon Corp., has assumed managenent of several prograns
previously marketed under the Go Pro Underwiting Managers name. Go Pro ceased
operations in january.

New Di mensions plans to add two or nore specialty programs to the company each
year. The current prograns are Waste I nsurance Network, First Firefighters,
Public Risk Underwiters, Rural Electric Underwiting Managers and Huntington T.
Bl ock. The niche markets served include waste haul i ng operations, independent
fire departnents, rural electric utilities and cooperatives, nunicipal services
and fine arts collectors.

Al t hough New Di nmensi ons has inherited Go Pro's prograns, the new company is
structured very differently. Each program under New Di nenssions will operate

i ndependently thus making t hem nore agile and able to respond nore quickly to
client needs, conpany officials said.

| nsurance Ti MBS: P&C insurers on track for poor results despite signs of

i mpr ovenent
April 17, 2001, Vol. XX No. 8

Am d signs that the property/casualty insurance market is inproving, insurers
prospects for greater profitability may actually be dimnishing in today's

rapi dly sl owi ng econony, an industry | eader has warned.

At present growh rates, the industry's conbined ratio is on track to be 114.9 -



4.5 points worse than 2000 - and could hit an all-time record poor conbined
ratio of 139.6 five years fromnow, according to Frank J. Coyne, president and
chi ef executive officer of Insurance Services Ofice, Inc. (1SO. The conbi ned
ratio is the percentage of each prem umdollar an insurance conpany has to spend
on clains and expenses. Wien a conbined ratio is nore than 100 percent, the

i nsurer has an underwiting | oss.

Coul d Spell Disaster

Conbi ned with poor underwiting perfornmance, |ower investment gains in today's
declining equities markets could spell disaster for many insurers, Coyne told

i nsurance conpany executives at the Pacific Insurance & Surety Conference here.
"Recogni ze underlying dangers am d signs of market inprovenent” to prevent the
| SO extrapol ati ons of severe deterioration fromcom ng true, he said.

I nsurers' net incone continues to decline, said Coyne, noting that in 2000 the
i ndustry posted net incone of $19 billion, down nore than 13 percent from 1999
and down nearly 50 percent froma peak in 1997.

Prem um G- ow h

Last year's premiumgrew 5 percent - nmore than twice the growth of 1999 - but
failed to keep pace with econonic growth, based on the national gross donestic
product, which rose 7.1 percent, said Coyne. "The up-tick in prem umgrowh thus
far may signal only that rates have stopped declining for the nonent," he said.
Moreover, at an estimated $240 billion in 2000, |oss and | oss-adjust nment
expenses were up in 2000 nearly 8 percent from 1999 and coul d easily have

i ncreased 10 percent - twice as fast as premunms - but for a sharp decline in
2000 cat astrophe | osses, noted Coyne.

"As long as growth in | osses outpaces growh in premuns, underwiting results
will continue to deteriorate - no matter how good anecdotal reports of price
firmng may sound," said | SO s CEO

Coyne al so warned insurers not to be lulled by |last year's | ow catastrophe

| osses, which at $4 billion were half the 1999 figure. Wth the population in
the country's nost earthquake- and hurricane-prone areas continually grow ng,
cat astrophe losses will continue to worsen.

Citing a decade of sub-par underwiting performance, Coyne said the industry had
devel oped an "unheal t hy" tol erance for | ow premi umgrowth because "invest nent
gains in an unprecedented bull market would always pull insurers through - or so
it seenmed."

Coyne noted that ever-increasing investnment gains that insurers need to
count er bal ance ever-escal ating underwiting | osses are now bei ng threatened by
declining stock markets. Insurers' total investnment gains, consisting of

i nvest nent i ncone and capital gains, have been on a sharp downward trend.

In just three years, the excess of investment gains over underwiting | osses
dwi ndl ed nearly 95 percent - from$75.5 billion in 1997 to just $4.1 billion.
"If stock prices continue falling at the rates they have been, investnent gains
could easily fall short of underwiting |osses. Year to date, the Dow Jones is
down 7.54 percent, the S& 500 is down 11.63 percent and the NASDAQ i s down

20. 18 percent.

Coyne cited other "warning lights flashing on the industry's economc
dashboard." He noted the industry's surplus, projected to be $320 billion, fel
nore than 4 percent at year-end 2000. "Last year's decline in surplus is the
first since 1984, when surplus fell nore than 3 percent at the bottom of the
wor st underwriting cycle in the industry's history."

But even with a smaller surplus, the industry's 2000 GAAP rate of return at 5.6
percent renmai ned bel ow the average yield on risk-free U S. Treasury notes.

"Unl ess returns on capital inprove, you mght expect pressure on conpany
managenent to return capital to its owners so they can re-deploy it nore

advant ageousl y, " warned Coyne.



Anot her warning light is the 26-percent cut in dividends to shareholders in 2000
- the first such drop since 1994, when dividends were cut 13 percent follow ng
the Northridge, Calif., earthquake.

I ncreasing i nsurer insolvencies are another key concern, said Coyne. In 2000, 31
property/casualty insurers were declared insolvent, up fromjust seven in 1999.
"Conpany failures could surge still higher,"” if stock prices continue falling or
if the industry is hit by a negacatastrophe, according to Coyne.

O her concerns include the sharp, downward trend of insurer cash flows,

continui ng exposure to asbestos and environnental liability, and an estinmated
$3.5-billion decline in the industry's reserves for |osses and | oss-adj ust nent
expenses.

"Astute |l eaders will recognize the underlying dangers anmid signs of narket

i mprovenent and will not be distracted or deterred from executing fundanmental s

of solid underwiting," Coyne said.

Referring to 1SO s extrapol ati ons of perilously high conbined ratios, Coyne

rem nded listeners that | ast year he "raised a few eyebrows when | told you that
based on then-current conditions, the industry's conbined ratio could hit 111.7
in 2000 and was on track to reach 136.2 by 2005." The conbined ratio for 2000
woul d have been exactly 111.7 had catastrophe | osses not dropped to unusually
low | evel s, he noted.

Coyne said | SO s extrapol ati ons of perilously high conmbined ratios are a
war ni ng. But "what could be is not what has to be," he said. "Recognize that

ri sk-based pricing and sound risk assessnment, along with efficient and effective
ri sk eval uation, adjudication and settlement are still the single npst inportant
determ nants of success.”

| nsurance Ti NBS: Bankruptcy effects anmong trends shapi ng D&O cl ai s
April 17, 2001, Vol. XX No. 8

New York - Bankruptcy inplications, rescission issues and coverage counse
conflicts are significant factors currently affecting clainms handling of
Director & ficers insurance, according to panelists at the PLUS D&0O Liability
and I nsurance |ssues Synposium |ast nonth.

Bankruptcy I nplications

Dan A. Bailey, Esq., chairman of Arter & Hadden's D&O practice group, discussed
bankruptcy inplications in light of entity coverage. Wen an entity files a
bankruptcy petition, he said, an "estate" is created which is conprised of al

| egal or equitable interests of the debtor in property owned at the tine of the
conmencement of the case or acquired thereafter, including a corporation's

i nsurance poli cies.

"Al t hough the D&0O policy is generally considered an asset of the bankruptcy
estate," he said, "sone courts have held that the proceeds of certain D&0O
policies are not assets of the estate, but instead belong to the directors and
of ficers as beneficiary of the policies.”

According to Bailey, the nost effective way to avoid this undesirable result for
D&0Cs, while still having entity coverage may be to include a "pre-petition

wai ver" -- a provision in the D& policy which states that the insured agrees to
wai ve the automatic stay with respect to the D& policy in the event a
bankruptcy petition is subsequently filed.

Resci ssi on | ssues
Theodore A. Boundas, chai rnman, Peterson & Ross, discussed rescission issues,



particularly with respect to m srepresentation of information. "The financia
condition of a conpany is very inmportant when witing a D& policy," he said.
He explained that if financial statenents submitted to the underwiter contain
false information, the carrier has the right to rescind the policy based on
fraudul ent information.

He added, "If you have a non-severable policy you can run into the probl em of
the entire policy being rescinded and the innocent directors are |left exposed."
VWiile the alternative to rescinding a policy is to deny coverage, Boundas
recommended that all D&O policies contain | anguage regarding rescission
Coverage counsel conflicts were outlined by Steven J. d adstone, senior vice
president of claims, Executive Liability Underwiters, who explained that there
is arelatively small fraternity of coverage counsel who have multiple clients
wi th adverse interests.

A frequent type of conflict is triggered when the coverage counsel representing
hi s conpany on various natters has been retained to represent one of his fell ow

professional liability insurers on a new claim according to G adstone. That
sanme coverage counsel is asserting that one policy should pay on the claimwhile
the other professional liability insurer client should not pay.

"Due to the small universe of coverage counsel, the sharing of confidentia

i nfornati on on how or why a policy mght be exposed can occur," he said.

As an insurer, d adstone said he views coverage counsel as playing an integra
role in the clains handling process. In nmany ways, he observed, coverage
counsel is an extension of the clains department.

"Therefore," said G adstone, "when | utilize coverage counsel | need to nake
certain that their ability to properly and effectively respond to a claimis not
i n anyway conprom sed by way of a conflict. |If such a situation does arise, |
as the insurer need to cone up with a workable solution that will allowthe

cl ai m process to nove forward."

If a conflict does exist, d adstone suggested: ask coverage counsel for a

conpl ete explanation of the conflict or potential conflict and whether coverage
counsel reasonably believes it is feasible to waive the conflict; determnmine the
net hods to waive the conflict; and devise an exit strategy with respect to the
conflict becomng |ive or unworkabl e.

He noted that early detection of a conflict is best; replacing coverage counse
in mdstreamis very expensive and time-consumn ng

Sallie Kim special counsel, Duane Mrrris & Heckscher LLP, discussed the
potential for bad faith and ethical dilemas when Loss Mtigation Underwiting
(LMJ) is used. Loss Mtigation Underwiting refers to the process by which an

i nsurer underwrites, and issues an insurance policy for, an existing and/or

i mm nent litigation.

"When a primary carrier wites an LMJ on top of a policy, the excess insurer nay
find breach of duty," she explained. Wile LMJs are not used too often and are
qui te expensive, they are useful in dealing with Mergers and Acqui sitions.

Donna Ferrara, Esq., vice president, Executive First (the professional liability
di vision of Arthur J. Gallagher), reviewed issues arising under transaction
speci fic coverage, where policies respond to financial loss due to errors in the
due diligence process, changes in relevant |aw or markets, currency
fluctuations, excessive |losses in a product line or pending claimor other
specific enunmerated triggers.

"For a professional to evaluate such clains in order to post adequate reserves,
the first step is education," suggested Ferrara. Wth transaction specific
coverage, a traditional clains professional can't "go it alone." Oten these
coverage issues involve investnent bankers, attorneys and anal ysts.

"Since the lines between insurance and financial services have becone blurred,
and insurance policies and concepts have becone nmore conplex, it is incunbent
upon all insurance professionals to educate thenselves to the risks -- and the
advantages -- inherent in this transition process," said Ferrara.



Thi s panel was noderated by Joseph P. Montel eone, a trustee of the Professiona
Liability Underwiting Society and senior vice president and underwiting
counsel of Kemper |nsurance Conpanies in Berkeley Heights, N J.

| nsurance Ti meS: Accountants seek |awsuit protection when clients'

busi nesses fai
April 17, 2001, Vol. XX No. 8

by Adrian Brune
St at e House News Service

BOSTON - As the econony tightens and executives face new challenges, a group of
certified public accountants wants legislators to pass a |law that would ensure
they won't be left holding the bill if a client,s stock price plumrets or

busi ness fol ds.

The Conmittee on Government Rel ations recently heard requests for liability
exenptions fromrepresentatives of |ocal accounting firms and Massachusetts
Society of Certified Public Accountants.

The proportional liability standard they' re seeking would shield themfromthe
fallout of failed business ventures or fraudulent lawsuits resulting from

i naccurate audits. \While non-audit services that accountants provide to

busi nesses are fair |egal gane, they should not be held liable for audits based
on fraudul ent or erroneous financial statenents that have been conpiled by
their clients, said Jean M Joy, president of the Massachusetts Society of CPAs
and an accountant with Wl f & Conmpany P.C.

Success of Failure

"A conpany's success or failure is not determ nable by an audit,"” Joy told
conmttee nmenbers. "W are sonetines unfairly targeted because of professiona
l[iability insurance policies we hold and without this |egislation, we are
exposed to liability of an undeterm nabl e anbunt when we are not even invol ved
in the day-to-day operations of a business,”" Joy said 38 states have
proportionate liability standards.

Aliability law would reduce frivolous lawsuits filed after a business fails,
when owners may be | ooking for someone to blane, especially a large accounting
firmw th seem ngly deep pockets, Joy said. She and three other CPAs called to
testify maintained that CPAs are different from other professions because they
are not in total control of their work product and therefore, are deserving of
different liability status.

"A lot of the cases never make it to the jury and an accounting firmis often
left to stand for the company," said David Trusdale, a CPA. "Settlenents are
many tinmes made before a trial because npbst firnms never want to publicize that
they are getting sued.

"Underwiters of a business have all of the upside and none of the down, while
an accountant has none of the upside and is faced with all of the down if
somet hi ng goes wong."

The accountants received an intense grilling fromRep. M chael Festa
(D"Melrose). He said he didn't see a reason for pursuing this bill unless
professional liability insurance prem uns have risen so high that CPAs are
unable to performaudit work or future CPAs are being deterred fromthe

prof ession. Commi ttee nmenmbers questioned how the bill wound up before them and
not the Judiciary Committee.

"I still don't understand how this bill will keep you fromgetting scooped up



in lawsuits," Festa said. "A doctor, |like a CPA, does not have conplete contro
of the information his patients provide himand he still gets sued. Wy would a
jury hold you liable, if you have no negligence?"

Lawers fromthe Massachusetts Association of Trial Attorneys and the
Massachusetts Bar Association were on hand to oppose the |egislation, saying
CPAs should be held to the sane standard of the |aw as every ot her

professional, in that each person involved in the denise of a business is held
fully responsible.

| nsurance Ti mesS: Latest GE LTC product stresses patient choice
April 17, 2001, Vol. XX No. 8

CGE recently launched a first-of-its-kind long termcare insurance product that
of fers coverage fromday one, GE Long Term Care Choice. An integrated policy
that covers the full range of long termcare options, this offering provides
rei mbursement for in-hone health care fromthe first day w thout an elimnination
period as a standard policy feature.

"Wth CGE Long Term Care Choice, 'choice' is truly the operative word," says
Thomas A. Skiff, president of GE's Long Term Care Division. "Policyhol ders have
the choice to remain in their hone, to choose adult day care, assisted living
facilities, or a nursing hone." Facility care obtained outside the hone is

i ncl uded subject to an elinination period decided upon at th time the policy is
pur chased.

The policy also offers the option to use services of an independent Privileged
Care Coordinator at no cost. These nurses and |icensed social workers assess
each individual situation, then offer recommendati ons and hel p arrange for

servi ces.

Addi ti onal benefits of GE Long Term Care Choice include: full reinbursenent of
covered home care costs up to the pre-selected daily benefit anount; days of
pai d honme care benefits can satisfy the elimnation period for facility care,
and a coupl es di scount of 25 percent.

| nsurance Ti NBS: Hancock revanps single life variable Iine
April 17, 2001, Vol. XX No. 8

BOSTON - John Hancock has introduced a new variable universal |ife insurance
policy targeting the brokerage narket, Medallion VL Edge (MVL Edge), and
repriced its existing VUL policy and renaned it Medallion VL Plus (ML Pl us).
Bot h products are advantageous vehicles for retirement accunul ati on, business
mar kets and estate planning, and performwell regardless of clients' age,
fundi ng objectives or financial needs.

In general, ML Edge offers higher |ong-termcash values. MVL Plus also is
strong over the long term but offers higher early cash val ues.

M/L Edge has a brokerage orientation, with trail conpensation a prinmary
conponent. MVL Plus retains a traditional conpensation structure for its
distributors. MWL Plus' new pricing also applies to its predecessor product (ML
).

The innovative Unison rider is available with both policies. The rider
transforms the life insurance coverage into a benefit pool that can be used for
life and/or long-termcare insurance needs.



Bot h products include an optional Additional SumInsured feature for flexibility
in case design. They also offer a choice of death benefit guarantee periods --
age 65 (or 10 years, whichever is later) or 100 -- for individuals who want to
participate in the equity nmarket while guaranteeing the initial life insurance
protection regardl ess of investnent performance.

O her features of MVL Edge and MVL Plus include: fixed |oan rates and reduced

| oan spreads; expanded issue ages (MVL Edge is now avail abl e for ages 0-85; ML
Plus is available for age 0-80); an optional rider to maintain coverage at age
100 and beyond and automatic rebal anci ng of funds.

| nsurance Ti NMBS: Lincoln Life Iaunches universal |ife product
April 17, 2001, Vol. XX No. 8

HARTFORD - The Lincoln National Life Insurance Corp. has introduced a new

i ndi vi dual universal life insurance product - Lincoln UL-I11l Life Protection(a)
- enphasi zi ng policy guarantees through its innovative Lapse Protection rider
The guaranteed death benefit protection associated with Lincoln UL-111 is nade

possi bl e through its Lapse Protection Rider, automatically included on al
policies at no additional charge.

The Lapse Protection Rider, which Lincoln pioneered, allows the client to
determ ne a premium funding pattern that will support, on a guaranteed basis, a
speci fied death benefit for a period of up to 50 years, or age 100.

Unl i ke some prem um based guarantees, Lincoln UL-I1l and the Lapse Protection
Ri der offers policy owners the flexibility to adjust or skip planned prem um
paynments, wi thout conpletely forfeiting the guarantee. The owner can either pay
additional anpbunts at a later time to restore the length of the original death
benefit guarantee period, or sinply change the | ength of the guarantee peri od.
Simlarly, borrowi ng against, or withdrawing a portion of the policy's cash

value will not terminate the | apse protection coverage; it will sinply shorten
the I ength of the guarantee.
Lincoln UL-111 Life Protection also contains an Extended Maturity provision that

provi des death benefit protection beyond age 100 as | ong as the policy remains
in force to age 100. The face anbunt, not the cash value, is available through
this provision, and sinilar to the Lapse Protection Rider, it is provided at no
addi ti onal charge.

The availability of several business riders, including the Accounting Val ue

Ri der and Exchange of Insured Rider, makes Lincoln UL-I11 an appealing choice
for business-focused sal es.

| nsur ance Ti nes: HARTFORD - Hartford Life has automated its information

gathering for underwiting individual |ife insurance, naking the process of
i ssuing policies faster than ever.
April 17, 2001, Vol. XX No. 8

By | aunching the Tel eLink system Hartford Life is streamining its in-house,

t el ephone-based underwiting process known as tele-interviewi ng. Tel e-interviews
are now aut onated, thereby making the process faster, nore efficient and nore
accurate. The Tel eLink and tele-interview ng processes, conmbined with a
stream i ned request-for-application system reduces the process of selling,
underwriting and issuing life policies by four weeks.



The Tel eLi nk system was devel oped as part of Hartford Life's SinplifyLife
strategy to make it sinpler and easier for stockbrokers, financial planners and

bank investment representatives to sell life insurance.
The tele-interviewers, many of whom have nedical training, contact clients to
fill out life insurance applications, ask medical questions and submt the

i nformation for underwiting. There is no need for the financial professionals
to undertake these tasks. Instead, they sinply submt a request for an
application.

| nsurance Ti MBS: Aging Baby Boomers find health insurance can be tough
to find
April 17, 2001, Vol. XX No. 8

Probl em coul d wor sen as Baby Boomers reach retirenent age

by Lisa Sunghani a
Associ at ed Press

NEW YORK - Health insurance was the |ast thing on Fernando Otero's mi nd when he
left his managenent job as part of a restructuring.

Medi cal benefits weren't part of his severance package, and when he started

| ooking for coverage for hinself and his wife, the Davies, Fla., nan got an

unpl easant surpri se.

"W were going a little bit out of our minds trying to find sonething with a
decent price,'' recalls the 53-year-old, who now has a hone inspection business.
"Ri ght now we pay about $500 a nonth for a straight health plan with
prescription drug coverage but with no vision or dental coverage.'

I ndi vi dual health insurance policies have never been cheap, but for Americans in
their 40s and 50s, they are increasingly expensive and difficult to obtain. The
problemis likely to grow as nore Baby Booners - those born between 1946 and
1964 - approach retirement.

Fewer busi nesses offer health coverage to retirees, and enpl oyees are | ess
likely to spend their entire careers with the same conpany and qualify for
retirement benefits.

Al of this is squeezing workers who | eave jobs before 65 - the age when they
qualify for Medicare, the government health insurance program

"I'f you're lucky in the stock market and are relatively healthy, you can find
health insurance,'' said Roberta MInman, director of nenber health products at
AARP Services. "For a |lot of people, these plans are not affordable or, if you
have a serious health condition, they may not be able to get insurance or afford
coverage. "'’

In 2000, about 31 percent of conpanies offered coverage to their retirees who
were too young to qualify for Medicare, down from 46 percent in 1993, according
to William M Mercer, a human resources consulting firm

For those who don't qualify for Medicare, the options are linted and pricey.
Estimates vary, but generally nonthly prem uns can range from $400 to $600 per
person in this group

"Your rates are going to depend on where you live, how healthy you are and how

l ong you are going to need the policies for,'' said Karen Pollitz, a senior

heal th policy researcher at Georgetown University, whose 64-year-old nother was
quoted $800 a nonth for health insurance.

Workers | eaving their jobs should | ook into COBRA, a federal |aw that generally



all ows workers to buy into an enployer's health plan for 18 to 36 nonths.

Under COBRA, enpl oyees pay the full cost of an insurance premium which is

cal cul ated at the enployer's group rate. Although COBRA can be expensive, it is
frequently cheaper and nore conprehensive than an individual policy. Individuals
who use COBRA may al so be protected under the Health Insurance Portability and
Accountability Act.

"What HI PAA says is that if you nmeet these conditions, in any state, you have to
be protected fromhealth screening for sone kind of health insurance. But the
state gets to decide what kind of plan you get,'' Pollitz said. "lnsurers can't
turn you down for coverage for these plans and can't inpose a pre-existing
condition exclusion. But there's no limt on what you can be charged.'

It's a good idea to shop around before COBRA benefits expire to get sone idea of
what coverage is available. Pre-existing conditions, ranging fromdi abetes to

al l ergies, mght nake getting health insurance expensive or inmpossible.

Bei ng part of a group such as a chanmber of commerce or professional association
can hel p, since group insurance plans are regul ated under different |aws than

i ndi vidual policies.

QO ero, the Florida house inspector, said one insurer refused to cover hi munder
an individual policy because his wife had a pre-existing health condition. Wen
he applied as a small busi ness owner, he got a policy.

Geography can also be a factor. Carol Boyd, who left a public relations job to
wor k i ndependent!ly, was shocked at the difference in options between Chio, where
she had worked, and Kentucky, where she |ived.

"There were about 100 different plans in Chio to pick from'' said the 47-year-
old. "In Kentucky, there were about three.'

Utimately, cost is the biggest frustration

Any Shih, a retired software anal yst, found insurance before she left her job a
year ago, but she didn't realize how quickly the prem uns would rise. Today, she
and her 62-year-old husband pay nearly $400 a nonth.

Shih recently increased her deductible to $5,000 from $1,500 to avoid a 30
percent rate hike.

"Luckily, my husband and | are healthy people. But the costs keep going up,"'
said the 57-year-old Houston worman, who is considering going back to work to get
benefits. " If they keep jacking up rates at this pace every year, ny health

i nsurance will be higher than nmy house paynent.'

| nsurance Ti NBS: 1uppa hopes rate freedomw || ease Maine 'crisis'
April 17, 2001, Vol. XX No. 8

AUGUSTA, Mai ne (AP) -Thousands of Mainers are paying well in excess of $1,000 a
nmont h for individual health insurance policies, and experts say the costs are
likely to continue rising sharply this year

State I nsurance Superintendent Al essandro |uppa and others say the rising costs
push nore people to the ranks of the uninsured, |eaving fewer people with bigger
medi cal bills to pick up the soaring costs of prem uns.

"“The individual market is in a death spiral,'' luppa said. “"If we do nothing,
realistically in the next three or four years we would have no individual market
in the state of Mine. "'

luppa plans to submit legislation to try to renedy the situation. He wants to
give insurers nore latitude in setting rates for different risk pools, and to

l et insurers develop pilot projects that offer Iower rates for healthier people,
such as nonsnmokers, as a way to get them back into the individual market.

Wthin the past five years, rates for individual, or non-group, plans have



swel | ed anywhere from 99 percent to 167 percent, costing 35,000 Mainers up to
$1,226 a nonth for basic coverage al one.

State estimates show 13 percent of Mine people have no insurance, a figure

hi gher than any ot her New Engl and state but |ower than the national average
"Politicians use the word 'crisis' too nuch, but this is a crisis,'' said Robert
G roux of Wales, who doesn't know how nuch | onger he and his wife can keep
payi ng $6,500 a year for health insurance.

"Who can afford a thousand dollars a nmonth? The rates are going to continue
goi ng up and nmore and nore people are going to |lose their coverage,'' said

G roux, a self-enployed paranedic who perforns |life and disability insurance
physicals for a Boston-based conpany.

Dan Bernier, a Waterville | awer who represents Miine's independent insurance
agents, said the individual insurance market "has been slowy deteriorating for
five years, but in the last 12 to 24 nonths it's begun to coll apse.’

Bernier said a top-notch individual policy for a Maine fam |y costs about
$13,000 a year, or $1,100 a nonth, a summany famlies cannot afford.

| nsurance Ti mes: Mass. pi oneers with senior drug insurance program
April 17, 2001, Vol. XX No. 8

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

BOSTON - Vowing to let every senior citizen in the state know about it, state

of ficials | ast week | aunched an unprecedented state-run insurance programt hat
guar ant ees affordable prescription drug coverage to anyone 65 or over.

Oficials said the program called Prescription Advantage, is an overdue
substitute for a drug benefit under Medicare, an idea still being discussed in
Congress. They hope to attract 100,000 participants but acknow edge that goal is
dependent on a grass roots recruitment effort that's just getting started.
Senat e President Thomas Birm ngham and House Speaker Thonas Fi nneran each
proclainmed it a "happy day" for seniors, especially those who have sacrificed
sone of life's necessities to afford the rising cost of sonetines |ife-saving
prescription drugs.

The plan is designed to appeal to all senior citizens, regardless of income. A
"cat astrophic" benefit caps a participant's annual expenses at $2,000, or 10
percent of annual income, whichever is less. That benefit, officials say, should
be attractive to elders facing insurnountable drug costs.

The programwi || be financed through a conbination of incone-based prem uns, co-
paynments and deducti bl es and state appropriations. Gov. Paul Cellucci proposed
$110 mllion in state spending on the program next year. The adm nistration does
not have program cost projections beyond fiscal 2002.

Premiums will range from $15 to $82 a nonth, depending on inconme. Deductibles
range from $100 to $500 a year. Co-paynents start at $5 for generic drugs. The
state covers prem uns and deductibles for enrollees with gross annual incones of
| ess than $15,708. The programofficially started on April 1.

Fi nneran urged the Cellucci-Swift adm nistration, which is in charge of

i npl enenting the program to be flexible and not to consider it the "perfect
prototype." Finneran warned that the world of prescription drugs and i nsurance
represents "very, very tricky and troubled waters."

Praising it as an insurance plan that shares risks anbng partici pants and

t axpayers, Finneran said the new programis also significant because it avoids
price controls, which put a damper on research and devel opnent, according to



those in the pharmaceutical industry.

The state's share of the programis being paid for with revenues froma | awsuit
settlenent with the tobacco industry concerning the snoking-related costs of
treating snokers. In the fiscal year ahead, Massachusetts is due to receive $287
mllion. State |aw requires that 70 percent of annual settlenent revenues be

pl aced in a savings endowrent. Cellucci adm nistration officials are

recomendi ng that 30 percent be saved - and 70 percent spent annually - in part
as a way of funding the new program
State Elder Affairs Secretary Lillian Gickman said the program continues the

state's tradition of helping its senior citizens. Massachusetts was the first
state to create an elders affairs secretariat, Gickman said. An all-out
recruitnment canpaign, including repeated TV and radio ads, is forthcomng. "A
plan Iike this is an opportunity only for those who know about it," said

d i cknman.

| nsurance Ti NMeS: Burlington Northern settles genetic testing |awsuit
April 17, 2001, Vol. XX No. 8

OVAHA, Neb. (AP) - The Burlington Northern Santa Fe Railroad has agreed to
settle a union lawsuit filed after secretly subjecting enpl oyees to genetic
testing, the Onmaha Worl d-Heral d has reported.

The railroad agreed to stop genetic testing of enployees represented by the

Br ot her hood of Mai ntenance of Way and the Brotherhood of Loconotive Engineers.
Burlington Northern also agreed to destroy the test results and bl ood sanples
fromthe 18 workers who were tested. The results also will be purged fromthe
enpl oyees' records, according to the newspaper

The railroad also said it would seek federal legislation to limt the scope of
genetic testing by enployers. As part of the settlenent, the railroad denied

vi ol ating any | aw.

There was no mention of damages in the settlenent other than the railroad
agreeing to pay $39,500 in legal fees.

Last nonth the conmpany offered an apology to its enpl oyees who were secretly
subj ected to genetic testing.

Fort Worth, Texas-based Burlington Northern was conducting the testing to see if
enpl oyees were predi sposed to carpal -tunnel syndrome, a wist condition believed
to be caused by repetitive hand notions.

The conpany agreed in February to stop its testing programafter the federa
Equal Enpl oyment Opportunity Conmission filed a lawsuit contending it viol ated
the Americans with Disabilities Act. It was the first tinme that the EECC had
chal | enged genetic testing.

That lawsuit is still pending, said Laurie Vasichek, senior trial attorney for
the EEOCC' s M nneapolis office.

She told the Wrld-Herald a union settlenment does not affect the EECC | awsuit,
whi ch seeks a court order that bars all genetic testing of workers and prevents
genetic test-based discrinination

The testing, which began a year ago, involved enpl oyees who filed clains for
carpal tunnel syndrone.

The railway, which has about 40,000 enpl oyees, said of the 125 workers who filed
clains for carpal tunnel syndrome since March 2000, 18 were tested.

The tests | ooked for a genetic trait called chronpbsome 17 del eti on. Some studies
have suggested that trait is nore likely to produce some forns of carpal tunne
syndr one.



Burlington Northern's testing programcane to |ight when workers from Nebraska,
North Dakota and M nnesota conpl ained to the Brotherhood of Mintenance of Way.
The EEQC charged that a worker who refused to provide a bl ood sanple after
filing an injury claimwas threatened with term nation. The railway countered
that no one was disciplined and that it intended that the nature of the tests be
di scl osed to affected workers.

Burlington Northern officials declined conment to the Wrld-Herald on Friday.
Phone calls left Friday evening with conpany officials by The Associ ated Press
were not imedi ately returned.

| nsurance Ti NMES: Coalition presents roadmap for |ong termcare
April 17, 2001, Vol. XX No. 8

Recomendati ons include both private and public financing, with enphasis on
encour agi ng purchase of private LTC coverage as enpl oyee benefit

WASHI NGTON, D.C. - An unprecedented coalition of long termcare providers,
consuners, insurers and workers set forth a plan for reforming the nation's |ong
termcare financing system | ast week

The group, Ctizens for Long Term Care, issued a report, Defining Cormon Ground:
Long Term Care Financing Reformin 2001, which outlines how financing can be
acconpl i shed using the nation's current enploynent and financial security
structures.

The framework includes a m x of private and social insurance sol utions,

i ncluding a changed role for Medicare in neeting the needs of those with chronic
illness or disability.

"As a critical conponent of our economic security system we cannot continue to
ignore the inportance of long termcare financing reform To do so threatens the
financial and retirement security of every Anmerican," said Sen. David

Dur enberger (R-MN), who chairs the coalition

Dur enberger noted that there currently is no long termcare financing policy.
Only a small nunber of Americans have private long termcare insurance while the
rest nust pay out of pocket, often inpoverishing thensel ves before gaining
access to Medicaid. He said his group developed its framework to aid | awnakers

i n addressing the issue.

Tough | ssues
"When the Admi nistration and Congress now | ook at long termcare financing

reform" Durenberger said, "they'll realize that we've already spent severa
nmont hs wor ki ng out sone of the tough issues. If they make a proposal that fits
within our framework, it will be given serious consideration by nmenbers of our
group. "

The plan includes a role for private insurers.

"There needs to be a strong enphasis on the purchase of private long termcare

i nsurance especially by younger workers, and enployers need to be encouraged to
lay a bigger role in educating enpl oyees and offering it as a benefit.

"I'n addition, we believe there must be a uniform national system of assessnent

that will help consunmers not only |earn about |ong termcare but understand what
their needs are and how to arrange for finding the help they need when they need
it."

The group reconmends that financial assistance be tied to a disability nodel

i nstead of the traditional financing nodel, neaning that reinbursenment woul d be
nore flexible for those with either extended or short-term needs.



At the briefing announcing the LTC plan, Durenberger was joined by Dale
Thonpson, vice chairman of the coalition and chief operating officer of

Benedi ctine Health Systems and past chairman of the American Health Care

Associ ation; John Rother, director of legislation for the American Association
of Retired persons; Frolly Boyd, senior vice president of Aetna, Inc.; and Steve
McConnel |, vice president of public policy for the Al zheiner's Association

Among the menbers of the coalition are the American Health Care Association
Aetna I nsurance, the National Conmittee to Preserve Social Security and

Medi care, the AARP, the Service Enployees International Union and the ARC of the
Uni ted States.

| nsurance Ti MBS: Mass. insures |ow income HV patients
April 17, 2001, Vol. XX No. 8

BOSTON (AP) - Massachusetts for the first tine has begun offering full health

i nsurance to poor people with HV, treating the condition before it reaches
full-blown AIDS, and officials say, saving |ives and nobney.

Though Maine was the first to receive federal permission to fully insure | ow
income HV patients, and Washington, D.C., has al so received perm ssion,
Massachusetts is the first to inplement it on a statew de basis, said Terje
Ander son, executive director of the National Association of People with AIDS in
Washi ngt on.

Until this nonth, when the new programwent into effect, people with HV had to
wait until they devel oped AIDS until they could qualify for drug coverage,
hospitalization, lab tests, and other benefits, said Richard MG eal, spokesman
for the Division of Medical Assistance.

"There's a |l ot of people out there who were not getting the services that would
help them'' MG eal said. "Now we'll be able to deliver them"'

About 1,000 Massachusetts residents are infected with H V and are poor enough to
qualify for MassHealth, the state's | owincone health insurance program
Applications have already come in, and state officials hoped to draw nore with a
news conference.

Overall, between 20,000 and 22,000 people are currently living with HV in
Massachusetts, and about one third of those have been di agnosed with Al DS,
according to the state Department of Public Health.

The expansion of MassHealth is expected to cost about $10 million per year, half
of which is reinbursed by the federal government, MG eal said.

Under the newly expanded program an HV patient who earns |ess than $17, 184 per
year can receive primary care doctor visits, dental services, vaccinations,
prescription drugs, eyegl asses, hospital stays, lab tests and X-rays.

| nsurance Ti NES: Anmeritas and CNA in marketing pact
April 17, 2001, Vol. XX No. 8

Aneritas Life Insurance Corp. and CNA Group Benefits have signed an agreenent

t hat enables CNA Group Benefits to narket Ameritas group dental and vision

i nsurance plans in seven pilot nmarkets.

WIlliam G Seyboth, president and chief operating officer of CNA G oup Benefits,
sai d: "Many of our custoners, particularly enployers with 10 to 500 enpl oyees,



would Iike to be able to offer insured dental and vision plans as benefits for
their enployees. O

CNA Group Benefits, the business unit of CNA that also markets life, accident,
disability and I ong-term care insurance for enployer and affinity groups, begins
selling Aneritas group dental and vision plans in Houston, San Antonio, Dall as,
Denver, Ol ando, Charlotte and Cincinnati. Initially, the plans will be marketed
primarily to enpl oyer groups with 10 to 500 enpl oyees. However, the plans wll
be available to | arger groups as requested.

Ameritas group dental and vision plans are underwitten by Aneritas Life

I nsurance Corp.

| nsurance Ti MBS: UnunProvident streamines famly |eave clains
April 17, 2001, Vol. XX No. 8

Unum Provi dent recently unveiled a programmaking it easier for enployers to
manage and track Family Medical Leave Act (FLMA) clainms filed by enpl oyees.

In response to data indicating a 50 to 70 percent overlap in fanly | eave and
short-termdisability clainms, UnunProvident designed its FLMY State Leave
Managenent Services to integrate clains processing and | eave processing
requests, expediting results for enployers by using representatives trained in

t he sonetimes cunbersone state and federal FM.A regul ations.

The Fami |y Medical Leave Act mandates that all conmpanies with 50 or nore

enpl oyees extend up to 12 weeks of unpaid | eave and up to 12 nmonths of ongoing
heal th coverage to enpl oyees who experience a nedically-rel ated absence, such as
a birth; adoption; care of a parent, child or spouse; or a serious illness or
acci dent .

A survey by the department of Labor found that while npst enpl oyers reported the
FMLA had no noticeable effect on profitability, productivity or conpany growt h,
enployers did find it difficulty to adm nister and to coordinate with other
state and federal |eave polices.

UnunProvi dent's product merges the FMLA process with the adm nistration of
short-termdisability claims. The coordination helps to shorten the overall FM.A
process. The product al so provides enployers with daily and weekly | eave
activity reports.

| nsurance Ti mMeS: HVDs turn to contractors to audit patients' medical

practices
April 17, 2001, Vol. XX No. 8

BOSTON (AP) - The state's heal th mai nt enance organi zati ons, at the behest of
maj or enpl oyers including the state, are hiring outside conpanies to track

i nsurance clains and pharmacy records to make sure patients are receiving the
best care and follow ng doctors' orders.

Tufts Health Plan is retaining Active Health Managenent of New York to review
the health care utilization of 30,000 state enployees in a pilot program

Bl ue Cross and Blue Shield has retained Anerican Heal thways of Nashville to
search the pharnmacy and clai mrecords of 8,000 congestive heart failure
patients. They will |ook for patients who are not taking their medication or
vi siting doctors.

The state Group I nsurance Conm ssion, which nmanages heal th insurance benefits



for 263,000 state enployees and their famlies, asked for the pilot programin
its new contract with Tufts Health Pl an

Active will review the records, attenpting to match the data with 600 potentia
scenarios that signal treatnent problens, such as a patients who pick up insulin
prescriptions to treat diabetes but have made no clains for eye exans.
(Blindness is a long-termrisk of diabetes.)

Patients' nanes will be deleted, and Tufts own doctors will contact the
patients' physicians if potential problenms are spotted.

Area enployers including Gllette, Polaroid and Houghton-Mfflin are asking Bl ue
Cross to enlist Active or a simlar conpany to analyze clains for 120, 000

enpl oyees.

Dr. Robin Richman, vice president and nedical director for quality inprovenent
at Tufts, has his doubts about the outside review

"I'f over six months the computer spits out 2,00 names and after naking phone
calls you've found only 50 valid clains, then you have to question the cost

ef fecti veness of this kind of program'' Richman said. ~“So far the reality and
t he hope of this kind of technol ogy haven't jived.'

But prem umincreases during the past three years have enpl oyers | ooking for

i nnovative programs that will inprove care and reduce cost.

"Enpl oyers are looking for any port in a storm'' said Bill Hubert, the nanager
of corporate benefits at Polaroid, which saw its prem uns increase as nuch as 20
percent this year. ~~We're watching health care costs go out of sight and we
know that's waste and inefficiency.'

| nsurance Ti mesS: Disability recovery: How working through illness aided
one woman
April 17, 2001, Vol. XX No. 8

COLUMBIA, S.C. - "You think cancer won't happen to you," says a wonan it
happened to: Virginia Peninger. "But it can, and you have to get fromthat

ni ght mare poi nt where you're di agnosed, to a point where you accept it and nove
on."

Four surgeries later, and on the one-year anniversary of her full-time return to
wor k, Peninger is at that point -- and wants the world to know that breast
cancer isn't the end of one's personal or working life.

"I didn't have to go back to work," Peninger explains, "I wanted to go back
Bei ng at home thinking about my problems wasn't fun. It was a relief to forget
about the treatnents and other sick people. | felt nore normal at work. Even
on the days |I couldn't get to the office at all, | felt included in what was
going on. Cetting back to work was the best thing | could do."

Three days after her 40th birthday, Peninger, a quality-testing analyst for
Systenms and Computer Technol ogy in Colunbia, S.C. |earned she had breast cancer
that had spread into her |ynph nodes. As best she could, she confronted each
sad reality of cancer: endl ess doctor appoi ntnents, chenotherapy and radiation
treatments, friends' and fanmly's reactions and nanagi ng her way through the
health care and disability systens.

Shelly Mayhak, a rehabilitation consultant for C gna G oup |Insurance worked
closely with Peninger during her disability. She knew Virginia wanted to fee

productive and return to work. "Many people with disabilities, even those with
life-threatening ones, have told me that working hel ps them stay focused on
somet hing other than their illness or injury and lets themfeel that they're
still thensel ves."

Cigna HealthCare also played a role during Virginia's disability, as her health



care coverage carrier. Bonnie Cassells, a nurse case nanager with Intracorp, a
Cigna subsidiary, was assigned to assist Virginia.

"Li ke many people, Virginia had little interaction with the health care system
prior to her diagnosis," said Cassells. "My role was to help her |learn nore
about her treatnent options, assist her with adm nistrative details of her
health care plan, and sinply be there to listen to her concerns."

"Bonni e hel ped snooth the bunps so | could concentrate on getting well," says
Virginia. "I felt that she was ny advocate and that she truly cared about ne.
Wth numerous operations, treatnments and side effects, Peninger was out of full-
time work for 362 days. When her sick | eave benefits ended, she began
receiving long-termdisability benefits through CIlGNA G oup | nsurance.

"I"'msingle and the sol e breadw nner," said Peninger. "And although ny incone
was secure, | still wanted to go back as soon as possible."

But while that would have been a good idea for Peninger's mental health, it
m ght not have been beneficial physically.

Says Mayhak, "Virginia pushed hard to resune work full time, even while
undergoi ng treatments. But her doctors were worried she'd take on too much.
They wanted a slow transition."

After consulting with her enployer and Peninger's physicians, Mayhak created a
wor k schedul e, graduating frompart-tine -- as little as 10 hours a week -- to
full-time work over six nonths. Peninger was excited, but knew she had to take
it one day at a tine. Sone days she "felt energized and capable for six
productive hours," while other days she couldn't get out of bed.

Now Peni nger wants to hel p other wonmen wi th breast cancer. She believes she
has al ready made an i npact on her co-workers. "Wonen now do breast self- exams
who never did them before."

She offers sonme gui dance for other wonmen with cancer trying to cope with their
personal and professional |ives:

"Stay strong, whatever it takes, and reach out to those who | ove you. Decide
how much you want to tal k about your health. Think about going back to work, if
possi bl e. That hel ped ne recover enotionally, if not physically. It felt good
to catch up on the gossip, to know who's in charge of what. | blend into the
woodwor k, and that feels good."

| nsur ance Ti mes: Empire Bl ues sues tobacco firnms over snoking costs
April 17, 2001, Vol. XX No. 8

by Tom Hays
Associ at ed Press

NEW YORK (AP) - The tobacco industry was back on trial |ast week, this tine
accused by New York's |argest insurance conpany of conspiring to conceal the

ri sks of snoking.

Enpire Blue Cross and Blue Shield want Philip Mrris, R J. Reynolds and ot her
cigarette makers to pay at least $800 nillion in dammges.

Enpire attorney Paul Baschorr called the figure "the pricetag of the defendants’
di shonesty.'

In opening statenents at the fraud trial in federal court, Baschorr said the
tobacco industry had "repeatedly |ied and deceived the Anerican public'' over
the last 40 years.

Cl ai ms Aval anche
He said the conspiracy had resulted in an aval anche of insurance clainms for |ung



cancer and ot her snoking-related ail ments.

"Now it's Empire's turn to submt a bill to the tobacco industry,
sai d.

Tobacco | awyers have said their clients never plotted to hide the hazards of
snoki ng. The defense was yet to nake its opening statenent late in a tria
expected to last two nonths.

The case is the second to go to trial out of a backlog of 10 | awsuits brought
nostly by third parties, including health insurance groups that say the tobacco
i ndustry should share the cost of treating cancer patients.

The first trial pitted a trust representing asbestos workers - many of themwth
I ung cancer - and their heirs against R J. Reynolds, Philip Murris, Brown &

Wl lianmson and other cigarette makers. The trial ended in January with a hung
jury.

Tobacco | awyers have argued such cases have no | egal basis, noting that appeals
courts have ruled that third-party plaintiffs are too renpote to seek damages.

Baschorr

| nsurance Ti MBS: Wbster buys Wl ff-Zackin
April 17, 2001, Vol. XX No. 8

WATERBURY, Conn. - Webster Financial Corp., through its wholly owned insurance
subsi di ary Webster Insurance, has acquired Wl ff-Zackin & Associates Inc. and
Benefit Plans Design & Administration Inc., both of Vernon. Ternms were not

di scl osed.

According to Peter K. Milligan, senior executive vice president, Wbster Bank
"Webster Insurance is now the | argest Connecticut-based i nsurance agency, and we
have greatly expanded our presence in the Hartford area."

These are Webster's fifth and sixth insurance agency acquisitions since 1998.
Gregory S. WIff, CFP and chairman of Wl ff-Zackin said, "Wl ff-Zackin wll
bring even greater versatility to Webster Insurance and we are proud to be a
part of one of the best insurance organizations in Connecticut. "

| nsurance Ti meS: Tierney named president of Hanover, Ruhl becomes
regi onal VP, Muidi e heads specialty division; MnageConp changes nanagenent

team PIACT el ects young agent |eaders
April 17, 2001, Vol. XX No. 8

Al l nerica Property & Casualty

Allnerica Property & Casualty Cos. in Wrcester, Miss. announced four senior-

| evel appointnents to its | eadership team

John P. Tierney has been naned president of Hanover |nsurance Co. He has overal
responsibility for Hanover's operations in New Engl and, New York and New Jersey.
He succeeds J. Barry May, who recently left the conpany to pursue other career
opportunities. Tierney first joined Allmerica in 1998 as chief underwiting
officer. Prior to joining the conmpany he held positions with the Boston office
of Tilinghast-Towers Perrin

Edward C. Ruhl has been naned regi onal vice president for Hanover's New Engl and
of fice. Previously, he was president of Allnerica' s sponsored markets operation
He has been with Allmerica since 1987.

Kenneth W Mudie is the new president of Allnerica Specialty Markets, which
provides tailored products to |arge accounts and specialized industries



i ncludi ng trucking and hospitality. Midie has served as regional vice president
of Hanover's New Engl and office and Connecticut office since 1996

Steven L. Nyberg is the new president of Allnerica Sponsored Markets, where he
is responsible for personal |ines group prograns through affinity groups,
associ ati ons, banks, payroll conpani es and others.

ManagedConp

ManagedConp has conpleted its new seni or executive teamw th the appointnent of
W Patrick Hughes as executive vice president of sales, marketing and service.
Hughes has nore than 20 years experience in sales, marketing and brand
managenent for nanaged care and i nsurance conpani es. He was npst recently senior
vi ce president of sales at Blue Cross Blue Shield of Massachusetts.

Harris Bernman, chairman of Managed Conp's board of directors, made the
announcenent .

Hughes joins the teamthat al so includes President and Chief Executive Oficer
Nancy Froude and Executive Vice President of Qperations and Chi ef Financia

O ficer Joseph Fermano, who were naned to their post in Decenber.

Froude nost recently served as ManagedConp's senior vice president and genera
counsel . Fermano was the firm s senior vice president and chief financia

of ficer.

Wbbur n, Mass. - based ManagedConp of fers workers conpensati on nanaged care

servi ces.

1 AA
Justin M Roth and Nathan M Ri edel are the newest additions to the Washi ngton
D.C. governnment affairs staff of the Independent Insurance Agents of Anerica.

Roth is the new seni or Washi ngton representative, while R edel will nanage the
group's political action comittee, InsurPac.
Roth will be responsible for day-to-day work on |egislative issues including

state regulation, crop insurance, financial privacy and others. He replaces
Thomas C. McCrocklin who has taken a position with the U S. House of
Representatives' Financial Services Comittee.

Ri edel assumes InsurPac responsibilities fromSally Downs, who has left I1AA for
anot her j ob.

Pl ACT

O ficers of the Connecticut Young |Insurance Professional;s were elected by the
Pr of essi onal | nsurance Agents of Connecticut at the group's recent annua
conventi on.

d enn M chel son of M chel son | nsurance Agency will serve as president; Kyle
Dougherty of The Dougherty | nsurance Agency will serve as president-elect;
Edward Cruess Jr. of Dem ng Insurance Agency is the new treasurer and Kinberly
Tompki ns of Associ ated | nsurance Agencies was el ected secretary. James Goodman
of Associ ated I nsurance Agencies Inc./Goodman Insurance Inc. is inmedi ate past
pr esi dent.

Serving as CTYIP directors will be: Susan Bragdon, Safeco in New Britain
Carol yn Del aHunt of Associated | nsurance Agencies in Handen; Kenneth Distel of
the Distel Agency in Farm ngton; Chestina Dowgi ewi cz of Peerless |nsurance Co.
in Rocky Hill; Robert Lesko of A.A. D Mitteo |Insurance Service Center in
Trunmbull; Jane Melillo of Blunberg Associates in Wst Hartford; Mark Ml arkey
of SSH Smith in West Hartford; M chael Mirren of Miurren Insurance Agency in
Fairfield; Donald Perillo of JN Phillips dass in New ngton; Joan Roberts of
Continental Agency in Handen; Stephen Todd of Burns, Brooks & McNeil in
Torrington; and Richard Zi onek of The Patrons |Insurance G oup in d astonbury.



| nsurance Times: 13th tine is 'lucky' for Cowan Fi nanci al
April 17, 2001, Vol. XX No. 8

Massachusetts Miutual Life Insurance Co. of Springfield, Mass. has awarded its
Nati onal Chairman's Trophy to New York-based Cowan Financial Goup for a record
thirteenth time in 15 years for |eading the conmpany with $10.3 mllion first-
year commi ssions.

Cowan Financial's total life insurance in force is up to a record-breaking $12.7
billion for its 60,416 policyhoders. It had nmore than $51 million in premumin
1999.

General agent Howard B. Cowan and his associates were awarded the Pl ati num Bow
for a "lucky" thirteenth tine at the recent general Agents Conference in Las
Vegas.

Cowan Fi nanci al, headquartered in New York City, is made up of 120 full tine
financial associ ates.

| nsurance Ti MeS: COWONEALTH OF MASSACHUSETTS
April 17, 2001, Vol. XX No. 8

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

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

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

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

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

Any person who wishes to testify nmust file a Notice of Intent to Testify with
the Division on or before April 17, 2001. Al other parties who wish to testify
wi || be heard subsequent to those who notify the Division in advance. Persons
wi shing to subnmit witten comments may do so until the record of the Hearing is
cl osed. All subnissions rmust be sent to: Docket O erk, Hearings and Appeal s,

Di vi si on of Insurance, One South Station, Boston Massachusetts, 02110-2208, and



must refer to Docket No. F2001-01A.

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

March 21, 2001

| nsurance Ti mesS: st. Paul Guardian Insurance Conpany
April 17, 2001, Vol. XX No. 8

April 3, 2001

St. Paul Guardi an | nsurance Conpany
385 Washi ngton Street
St. Paul, M 55102

The above conpany has nade

application to the Division of Insurance for a license/ Certificate of Authority
to transact Boil er & Machinery insurance in the Comobnwealt h.

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

Di vi sion by personal letter to the Comm ssioner of Insurance, One South Station,
Bost on, Massachusetts 02110 Attn: Financial Surveillance and Conpany Licensing,
within 14 days of the date of this notice.

| nsurance Ti meS: The First Rehabilitation Life Insurance Conpany of
Anerica
April 17, 2001, Vol. XX No. 8

April 17, 2001

The First Rehabilitation Life Insurance Conmpany of America
600 Northern Bl vd.
Great Neck, Ny 11021

The above conpany has nade

application to the Division of Insurance for a license/Certificate of Authority
to transact 6A- Accident- all kinds, 6B Health- all kinds insurance in the
Commonweal t h.

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

Di vi sion by personal letter to the Comm ssioner of Insurance, One South Station,
Bost on, Massachusetts 02110 Attn: Financial Surveillance and Company Licensing,
within 14 days of the date of this notice.

| nsurance Ti NMBS: Insurer MBA activity expected to heat up after decrease
April 17, 2001, Vol. XX No. 8



The total nunmber of insurance nerger and acquisition (MRA) transactions
decreased in 2000 despite specul ation that the passage of the G amm Leach-Blil ey
Act (GBA) late in 1999 would |l ead to i ncreased MBA activity.

That's according to a recent Conning & Co. study, Mergers and Acquisitions and
Public Equity O ferings: 2001 Edition

Al t hough hi ndered by several factors including stock market valuations, activity
is likely to intensify toward convergence and consolidation as insurers seek to
create scal e and/ or broaden product lines to conpete in a global marketpl ace,
Conni ng bel i eves.

"Industry | eaders are under new pressure to denonstrate that a nerger or
acquisition will deliver imrediate benefits, and this has rmade them nore
conservative in their decision making," said Cint Harris, vice president at
Conni ng and author of the study. "Large, scale-building nmergers are often risky.
Al t hough there were sonme nergers clearly focused on building scale and product
di versity, many of the transactions that occurred in 2000 were narrowy focused
to build on the conpanies nost visible strengths."

According to Conning, the total nunber of transactions declined about 37%- from
468 in 1999 to 293 in 2000. (This was the fewest nunber of annual transactions
since 221 were identified in 1994.) The nunmber of transactions declined
significantly in all sectors in 2000, froma 16% decrease in property-casualty
to a 68% decrease in the services sector. Although the aggregate val ue of
transactions in 2000 exceeded that of 1999- $55.7 billion versus $41.7 billion -
it was the $31.1 billion Ctigroup, Inc., acquisition of Associates First
Capital Corp. that accounted for the lion's share of the transaction value in
2000. There were only six large transactions (those with values reported in
excess of $1 billion) in 2000, conpared to 14 in 1999 and 23 in 1998.

The bi ggest change in the mx of MRA activity anmong the various sectors was in

i nsurance services. Insurance services accounted for 20% of MRA activity in
1999; in 2000, it accounted for only 10% Reductions in technol ogy-rel ated
transacti ons account for much of this decline. Conning suggests that this
decline is related to investors' disenchantnent with technol ogy conpanies as a
whol e.

Banks continued to acquire insurance agencies to enhance their distribution
capabilities to sell insurance, but few opted to acquire or nmerge with insurers.
In fact, the distribution sector accounted for 49% of all MRA transactions in
2000 and banks accounted for 34% of MRA activity in this sector. According to
Conni ng, nost banks do not yet appear interested in underwiting; rather, they
are concentrating on roundi ng out services to their custonmers and generating
distribution fees.

Many industry watchers expect that the G.BA (al so known as The Fi nancia
Services Mddernization Act) will result in a flurry of cross-industry MA
activity between banks and insurers. Conning cites the follow ng reasons why
banks and insurers have not yet participated in nmgjor cross-industry nergers or
acqui sitions:

e« The bancassurance nodel in Europe is untested in the U S

* Insurance conpani es' return on investnment has been unattractive for banks,

whi ch have been recordi ng hi gher returns.

e Banks and i nsurance conpani es have different cultures, which may inpede a
successful nerger.

e Unresol ved privacy and other regulatory issues.

* Insurers and banks can capitalize on potential cross-industry advantages

t hrough strategic alliances.

The market for public equity offerings for the insurance industry remai ned weak
in 2000. There were only three IPGs, all the result of denutualization, down
from 10 in 1999.



Secondary offerings totaled $566 mllion, down 69% from $1.8 billion in 1999.



