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Madame Chair, | appreciate your invitation to testify before you today.

THE PRIMARY INSURANCE REGULATORY PROBLEM ISINEFFECTIVE
MARKET CONDUCT REGULATION

Thetitle of this hearing assumes a problem and then searches for facts to justify the
assumption. But the assumption — that “overregulation” of auto insurance is amajor
consumer problem in America—is simply wrong.

The insurance companies have tried to turn afew anecdotes about long review times for
policy forms or rates by a couple of statesinto a magjor attack on state regulation. Many
of their “examples’ of delay are caused by the insurers themselves where the state asks
reasonabl e questions about a filing and the insurer takes months to respond. Or because
state regulators do not want to simply disapprove a bad filing without giving the insurer
making the filing an opportunity to fix the harmful provisionsin thefiling.

We agree that the review of insurance rates and forms by state insurance departments can
be more efficient and uniform. But the state regulators — through their own activities and
the activities of the National Association of Insurance Commissioners — have moved
strongly to redress these problems. Consumers have participated in this process of

1 Mr. Hunter served as Federal Insurance Administrator under Presidents Ford and Carter and as Texas Insurance
Commissioner. His CV isattached to this testimony as Appendix B. Neither he, nor CFA, have received any grants or
contracts since October 1, 1999 from the federal government related to the subject of this testimony. Birny Birnbaum,
Executive Director of the Center for Economic Justice, assisted Mr. Hunter in the preparation of this testimony.

18



developing methods for more efficient, timely and effective review of rate and form
filings—including the CARFRA and Improvements to State Based Systems initiatives.
We have proposed many ways to shorten the time regulation takes — changes which will
shrink the process to no more than 30 - 45 days.

However, the industry proposition that auto insurance regulation istoo slow or too tough
isnot accurate. To say it isamajor problem to America’ s insurance consumersis
preposterous. It istime that we compare the cost to consumers of adelay in afiling or
tough regulation in one or two states to the cost to consumers of ineffective market
conduct regulation throughout the nation, which has allowed inappropriate aftermarket
parts to be put onto damaged cars in breach of the insurance contract (as an Illinoisjury
found State Farm was doing?), vanishing premiums and other market conduct abuses’,
race-based premiums and redlining of minority communities.

The biggest problem for consumers today is not “overregulation,” but the state' sfailure
to prevent, and protect consumers from, insurers’ market conduct abuses. Moving to
“open competition,” “market-based regulation,” or whatever this week’s euphemism for
deregulation insurers are using — will worsen an already bad situation by allowing even
more bad insurance products into the marketplace.

The states have done a poor job in policing the on-the-ground practices of insurers. This
is much more crucia to consumers than any possibility of alittle delay in getting some
unspecified insurance “product” to market. And, while state regul ators have moved
aggressively to respond to insurers’ concerns about speed and uniformity of rate and form
filing processes (and even deregulation of commercia lines), the needed improvementsin
market conduct regulation are still in the discussion stages.

Whilethereis clearly room for improving the efficiency, uniformity and speed of
insurance regulation, the greatest need is to improve the effectiveness of regulation. Just
because insurers are complaining about regulation does not mean that there is a problem
for consumers out there. The facts show clearly that consumers have been harmed far
more by ineffective regulation — allowing bad products into the market or failing to stop
market conduct abuses — than by slow product approvals.

Where is the groundswell of consumers clamoring for new products getting to market
faster? | talk to consumers every day — to about 25 aweek. I’ve done thisfor over 20
years, so | estimate | have fielded over 27,000 callsin my career. | have never had a
complaint about a problem getting some new product from a consumer (I’ ve had
complaints about getting an existing product, especially from low income and minority
consumers). Take auto insurance or homeowners insurance consumers. Are they
clamoring for the reductions in coverage insurers want to push through in severa states?
Arethey clamoring for greater use of credit scoring in determining eligibility and

2 Thejudge went even further; he saw the actions of State Farm as fraudulent. The verdict of over $1 billion was
upheld by the appeals court and is now headed to the Illinois Supreme Court.

3 Thenation'slargest life insurers such as MetLife and Prudential perpetrated these abuses. They had to pay billions
to the abused policyholders.
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premiums? Of course not. Consumers want their statesto carefully consider such moves
that insurers might propose.

Take credit scoring: Some insurers give more weight to the type of credit card you own
or other elements of your credit history than to your driving record. This makes no sense,
Madame Chair.

When | was Texas Insurance Commissioner, | first heard of the use of credit scoring
when a woman approached me after a meeting and told me she was being surcharged for
her insurance because she had declared bankruptcy several yearsearlier. | asked what
kind of insurance it was. She said, “auto insurance.” | could have falen over from
shock. What does the fact that she was earlier in financial trouble have to do with her
ability to drive today?

But my shock turned to outrage when she told me that she never became bankrupt — that
she, asingle mother, had taken a second job and pulled herself out of debt and withdrew
her request for bankruptcy. Here she was, an American heroine, pulling herself up by her
bootstraps, only to get slapped around by an insurance system that makes no logical
sense.

| thus proposed aregulation in Texas that would require that a classification had to be
logical, explainable to a person asrisk related, aswell asjustified by statistical analysis.

| can report to this Subcommittee that the NAIC has taken seriously the problems with
state regulation and is working diligently to address efficiency and uniformity issues.
The industry, however, is pushing deregulation and giving lip service to making existing
regulation more efficient. For example, it is clear that the weakest aspect of state
insurance regulation is market conduct examination -- state regulators are often the last to
discover or acknowledge serious market conduct problems. Reportersor trial lawyers
uncover the abuses and the states then have to catch up. What is the industry's top
priority on thisissue? Minimum resources for the state to do their job better? No. Their
top priority is aself-critical privilegeto shield themselves from liability for their unfair
practices.

There are three aspects of product regulation that require separate analysis -- review of
forms (products), overall rate levels and risk classification schemes. In our view, the
order of importance isforms, risk classification and overall rates. Y ou must be aware of
the distinction between overall rate levels and the risk classification system that
determines how much different types of consumers are charged for the same product.
When insurers talk about getting products to market and "market” regulation of prices,
they are asking for carte blanche on risk classification. They are saying, in effect, let us
have the freedom to use the human genome to rate or deny risks. Obvioudly, thisisan
area where open competition has great potential to harm consumers and leads to the use
of inappropriate rating factors. While, under certain circumstances (not in place today),
some insurance markets can be competitive for purposes of overal rate level competition,
there can never be abeneficially competitive market for risk classification or forms.

38



NEW JERSEY AND MASSACHUSETTS

In response to your expressed concern with the auto insurance regulatory regimesin New
Jersey and Massachusetts, | undertook some analysis of these systems.

The industry vastly overstates the problem of rate suppression in these jurisdictions.
From 1995 to 1999, the return on net worth in the nation for auto insurance averaged
10.8%*. Thereturnin New Jersey was 8.3% and in Massachusetts was 8.0%. Hardly a
crisisin profitability.

The average auto insurance rate in the nation was $683.27°. In New Jersey, the average
was $1,033.88 and in Massachusetts it was $889.24. While this appears high, the traffic
density in New Jersey is 2.67 times the national average and in Massachusettsit is2.19
times the national average. These are states that, by their nature, will have high rates.

CFA took alook at afactor that many in the industry argue drives auto insurance prices’®
more that most others, traffic density, viz.:

STATE 1999 Ave. 1998 Traffic TABLE 1
Expenditure Density
Alabama 612.45 0.87
Alaska 750.85 0.53
Arizona 788.56 1.25
Arkansas 596.90 0.44
Cdifornia 659.35 2.57
Colorado 743.85 0.69
Connecticut 824.16 211
Delaware 862.67 2.13
Dist. of Col. 988.02 3.46
Florida 761.83 177
Georgia 660.52 1.27
Hawaii 734.90 2.82
Idaho 492.78 0.43
Illinois 646.06 1.09
Indiana 581.98 11
lowa 466.20 0.38
Kansas 542.01 0.3
Kentucky 609.66 0.94
Louisiana 813.03 0.99
Maine 514.38 0.89

4 Report on Profitability By Line By State in 1999, National Association of insurance Commissioners.
5 State Average Expenditures and Premiums, National Association of Insurance Commissioners, May 2001.
& And usefor their pricing models throughout the nation.
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and 2000 Editions
Density: FHA
Highway Statistics,
1998 related to
national density
(reported by NAIC in
Auto Insurance
Database.

Regressing density against expenditure, we see avery strong correlation of about 73%
between the two data sets.” It is not surprising that New Jersey and Massachusetts have
high average expenditures®. New Jersey aso has one of the richest benefit regimesin the
country, which addsto its expected cost.

Further, in the time period 1989 to 1999, average expenditures in the nation rose by
37.2% in the typical state. In New Jersey, the expenditure rose by only 5.2% and in
Massachusetts by 22.1%.

These data do not seem to indicate a Situation where insurance companies should be
considering pulling out, unless the motivation is political.

Take State Farm as an example. It threatens pulling out of New Jersey. The basisisthe
state’ s refusal to accept a 16.8% rate increase. Y et in the rest of the nation, in order to
maintain its declining market share, State Farm iswilling to price at an average 18%
below cost. State Farm'’s rate cuts have gotten to the point where competitors are
publicly complaining.® Warren Buffet complains that State Farm’s price cutting is unfair,
because, “it’s costs are clearly increasing right along with those of the rest of the
industry. Consequently, State Farm had an underwriting loss last year from auto
insurance...of 18% of premiums.”

Consumers do not fault State Farm for its acts to hold down rates. For years, we have
maintained that the insurer was overcapitalized and should do this. We applaud its
efforts to hold on to share. The point | want to make to you today, Madame Chair, is that
even if State Farm islosing some money in a state, that is not critical to its success.
Indeed it istheir strategy to keep their market share.

So, what’s going on in New Jersey? Can companies succeed in this state? The answer is
aresounding “Yes.”

Consider New Jersey Manufacturers Insurance Company (NJM). Its market sharein the

" Regression shows R-square of over 50% -- impressive for one variable. The coefficient of traffic density is
statistically highly significant -- 99.9999%. The coefficient is aso substantial --the intercept is 518 and the impact of
the traffic density factor isfrom $20 to $400 (ND v. DC) on total average premium.

8 New Jersey’s average expenditure of $1,033.88 is more than the regression would imply ($867.69). So
too Massachusetts' average expenditure of $889.24 is more than the regression would imply ($804.93).
Other factors, such asthese states' high benefit provisions are likely involved in this difference.

® State Farm: Behind the Veil, Best's Review, July 2001. Share dropped from 21.6% in 1995 to 18.9% in 1999. Page
64.
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state has grown from 9.8% in 1994 to 12.7% in 1999.% It has the lowest complaint ratio
of “al major personal lines auto insurance carriersin the state.” It has paid dividends to
policyholdersin every year since 1918. Over the last 10 years dividends to policyholders
have totaled $1.4 billion. In auto insurance, their dividend last year was 15% of
premium. Its overhead expense costs are 9.2% of net premiums, compared to the
industry average cost of 27.5%. NJM isthe second most efficient company among the
top 100 insurersin the nation.™

It isthus very clear that being an auto insurer in New Jersey isvery good business for an
efficient competitor like NJM.

A threat to pull out of a state can have very fast results in the state (such as getting
approval of a questionable priceincrease). It can aso have national political
ramifications, particularly when the industry is pushing a deregul ation agenda.

SOUTH CAROLINA

It istoo soon to be sure what is the result of the recent change in law in South Carolina.
One of thereasonsit is difficult to determineis the fact that the reported drop in
premiums in the state is not accurate. The reason is that the data used by the NAIC in
making the calculations of expenditures and rates in South Carolina exclude the
previously recorded recoupment charges, which must be included if an accurate result is
to be obtained.

A rough estimate of the impact of recoupment isthis: The NAIC report shows the
average South Carolina expenditure as $575.31 which would place the state in 38th
position nationally. Last year, South Carolinawasin 26" place. If we make the
adjustment for the premiums that have been excluded, the South Carolina average
expenditure becomes $614.24, which places South Carolinain 30th position.

This does not take into account that thereis still $100,000,000 of recoupment shortfall.
Since the recoupment has been limited, part of the South Carolinareduction is forced
through that cap. In addition, we are aware of a substantial amount of rate increase that
were approved in 1999 and 2000, which indicates the South Carolina position is expected
to deteriorate in the near future.

Whatever the reason, the NAIC numbers are inaccurate for comparing South Carolina
with the rest of the nation. These numbers paint a picture of the "success" of South
Carolina auto deregulation that is completely inaccurate and misleading at best. It isthe
result of alack of any analytical checking of the NAIC numbers prior to their rel ease.

CALIFORNIA

The NAIC has begun areview of personal linesregulation. That led consumer groups to

10 From NJM’ s website, www.njm.com
11
Id.
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undertake a major review of regulatory regimes throughout the nation to determine which
system works best for consumers.

The standards we used to measure the excellence of regulation were based upon our
principles and standards set forth above. They include that the law:

Make regulation easily understood by, responsive to, accountable to and inspire
confidence from the public and regulated entities.

Promote beneficial competition towards the end of fair profits for regulated entities
and fair treatment of consumers.

Make public policy the primary determinant of risk classification schemes.

Provide for public involvement in the regulatory process, including institutionalized
consumer participation in review of forms, manuals and rates.

Provide the regulator, regulated entities and the public with the tools to identify
market problems and harmful competition such as redlining.

Prevent harmful products from coming to market, deter regulated entities from unfair
and harmful practices, stop harmful practices from continuing and provide restitution
to consumers injured by harmful and unfair practices of regulated entities.

Promote loss prevention and loss mitigation as the most important way for insurersto
manage exposure.

By these measures, one state, California, stands out as the state with the statutory
provisions that most meet these standards. The people of California put most of these
provisions into place by the 1998 enactment of Proposition 103. We particularly like the
Proposition’s powerful combination of increased competition through repeal of the state
antitrust exemption, repeal of the anti-rebate law, repeal of the anti-group law and so on,
coupled with strong prior approval regulatory back up. This combination worksto give
the consumers of Californiathe best system in the nation.

We tested California’ s performance since Prop 103 became effective to determine if these
best provisions really produced the expected positive results for consumers and for the
insurersaswell. Among our findings were:

Auto insurance rates went down in California by 11.8% while nationaly, in the
typical state, rates were rising by almost 37.2%.

California has enjoyed the lowest rate change of any state in the nation since the
adoption of Proposition 103.

The savings enjoyed by Californians total nearly $30 billion.

Rate rollbacks totaling $1.3 billion were paid to consumers.

Loss costs were controlled by the strong incentives for driver safety built into the
initiative. “Clean” driversreceived a 20% discount. They also gained the right to buy
insurance from the company of their choice.

Insurer expenses were reduced by the system of disallowing excess expenses and
fines, coupled with increased competitive pressure.

In 1989 8.4% of theinsuredsin Californiawere in the Assigned Risk Plan. In 1999,
the percentage had fallen to 0.3%. This represents an astounding drop in the
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Assigned Risk Plan of 96%.

From 1989 to 1997, the uninsured motorist population declined 38%.

There was entry and exit consistent with a competitive industry. The number of
insurer groups competing in the state increased by 17%.

Proposition 103 produced excellent profits for insurers: the highest in the nation.
Proposition 103 encouraged a national movement by insurersto fight fraud, push for
safety and cut costs.

CFA has presented this study to the NAIC and has forwarded it to each of the 50 state
insurance commissioners. It isavailable on the CFA web page at

Asyou think about Proposition 103’ s achievements, don’t forget to compare it to other
major regulatory changes in recent years. In California alone there have been three mgor
changes. First, Prop 103 moved insurance from deregulation to regulation and real
competition. Two other regulatory changes in California went from regulation to
deregulation: Electricity, about which | will not comment, and workers compensation
insurance. Itisnow in crisiswith 8 of the 12 top writersin solvency trouble.

CALIFORNIA V.ILLINOIS

Using the regressions based on traffic density shown earlier in this testimony, the
anticipated auto insurance expenditure for Illinois® with its traffic density of 1.09 of the
national average would be $661 (the actual experienced expenditure was $646, so Illinois
was a bit below the anticipated expenditure — perhaps due to the regulatory efforts of the
state). California has atraffic density of 2.57, which implies an expenditure of $855.
Californiadrivers actually expended $659, fully 23% below the expected level. The fact
isthe Californiaregulatory approach has done much more to hold auto insurance rates
down than the Illinois approach that the insurance companies favor.

THE RATIONALE AND RECORD OF INSURANCE REGULATION

We suggest that the rationale behind insurance regulation is to promote beneficial
competition and prevent destructive or harmful competition in various areas.

Insolvency: One of the reasons for regulation is to prevent competition that routinely
causes insurers to go out of business and leave consumers unable to collect on claims.
Insolvency regulation has historically been a primary focus of insurance regulation. After
several insolvencies in the 1980s, state regul ators and the NAIC enacted risk-based
capital standards and implemented the accreditation program to help prevent and identify
future insolvencies. The 1990s experienced far fewer insolvencies and state regulation
appears to be doing a good job, though the strong securities markets have helped shore up
companies’ retained earnings, called “surplus.” Some changes were made in the guaranty
fund system but there are still some significant gaps in the protection for consumers.

2 The state the insurers like to put forth as the model for regulation.
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Unfair and Deceptive Policies and Practices: Insurance policies, unlike other
consumer products or services, are complex legal contracts that promise to make certain
payments under certain conditions and at some point in the future. Whereas a consumer
can easily research the price, quality and features of atelevision, the consumer has very
limited ability to do so on insurance policies. Because of the complicated legal nature of
insurance policies, the consumer relies on the representations of the seller/agent to afar
greater extent than for other products. Regulation exists to prevent competition that
causes unfair and deceptive policies, sales and claims practices. An example of
competition that is adverse to consumersin this areais what we term “fine-print”
competition, where insurers compete for profits by deceptive policy provisions that
reduce coverage.

Unfortunately, states have not fared as well in controlling unfair and deceptive
policies and practices. Rather than acting as the instigator of enforcement actions, states
more often have reacted after lawsuits or news stories brought bad practicesto light. For
example, the common perception among regulators that “fly-by-night” companies were
the onesto fear was shattered by widespread allegations of misleading and deceptive
practices by household names such as MetLife, John Hancock, and Prudential. Though it
istrue that state regulators eventually took action, e.g., coordinated massive settlements,
the allegations were first raised in private litigation.

One of the problems insurance departments face is alack of resources for market
conduct regulation. Consumer Federation of America s (CFA) recent survey indicates it
would take five to seven years for states to complete market conduct exams on all of their
domestic companies, over 50 years for all companies. Only 15 of the jurisdictions meet
the standard of devoting 10% of premium taxes to regulation. This meansthat states
making up 75% of the country’s population have inadequate resources. It is not surprising
that many of the industry’ s bad practices fall through the cracks. 15 states perform no
market conduct exams at all.

So things go through this porous sieve, e.g.:

Though banned in rating over three decades ago, life insurance companies have used
race in rating older policies since that time.

States now are investigating alleged unfair claims practices (the use of bogus medical
reasons to deny claimsfor injuries) of State Farm after the television news show
Dateline aired a story about several lawsuits against the insurer.

While the industry and some regulators criticize it, litigation has been a better market
conduct enforcement tool in many instances than state regulation. Mindless deregulation,
which will allow more bad products to reach consumers will surely be a bonanzato the
trial bar.

Insurance Availability: Some insurance is mandated by law or required for other
activities (e.g., mortgage). In anormally competitive market, insurers compete on the
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basis of selection of consumers. Selection competition leads to availability problems and
redlining.®®* Regulation existsto limit destructive selection competition.

Lawsuits brought by fair housing groups and the Department of Housing and Urban
Development (HUD) reveal availability and unfair discrimination exist but demonstrate a
lack of oversight and attention by many of the states. NAIC had ample opportunity after
its own studies indicated a problem to move in the direction of protecting consumers but
retreated when the industry threatened to cut off database funding, a primary source of
NAIC funds.

The industry has been adamantly opposed to disclosure of zip code data and
underwriting guidelines. Such disclosure would promote competition and benefit
consumers but states, for the most part, have refused to require such disclosure,
apparently agreeing with the industry that such information is “trade secret” despite the
absence of legal support for such position. In addition, though insurance companies want
to compete with banks that come under Community Reinvestment Act (“CRA”)
requirements of data disclosure and addressing needs of underserved communities, they
refuse to acknowledge a similar responsibility to communities.

Reverse Competition: In certain lines of insurance, insurers market their policiesto a
third party, e.g., creditors or auto dealers, who, in turn, sell the insurance to consumers on
behalf of the insurer for commission and other compensation, often not disclosed to the
consumer. Absent regulation, reverse competition leads to higher, not lower prices for
consumers because the higher the price the higher the compensation for third party
sellers.

Every few years, consumer groups issue reports on the millions of dollars
overcharged for consumer credit insurance. Despite the overwhelming evidence that
insurers do not meet targeted |0ss ratios in most states, most states have not acted to
protect consumers by lowering rates.

3 The industry’s reliance on selection competition can have negative impacts on consumers. Insurance is a risk
spreading mechanism. Insurance aggregates consumers' premiums into a common fund from which claims are paid.
Insurance is a contractual social arrangement, subject to regulation by the states.

The fact of the common fund in which wealth is shifted from those without losses (claims) to those with losses
(claims) is why the contribution of insurance companies to the Gross National Product of the United States is measured
as premiums less losses for the property/casualty lines of insurance. The U.S. government recognizes that the losses
are paid from a common fund and thus are a shift in dollars from consumers without claims to those with claims, not a
“product” of the insurance companies.

Competition among insurers should be focused where it has positive effects, e.g., creating efficiencies, lowering
overhead. But rather than competing on the basis of the expense and profit components of rates, the industry has relied
more on selection competition, which merely pushes claims from insurer to insurer or back on the person or the state.
States have failed to control against the worst ravages of selection competition (e.g. redlining).

Some of the vices of selection competition that need to be addressed include zip code or other territorial selection;
the potential for genetic profile selection; income (or more precisely credit report) selection; selection based on
employment. Targeted marketing based solely on information such as income, habits, preferences, etc. leaves
consumers in need of insurance out, perhaps unfairly. The data being collected by the web and otherwise can be used
to profile for selection.
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Low value life insurance and industrial life insurance, markets characterized by
overpriced and inappropriately sold policies and a lack of competition, demonstrate the
need for standards that ensure value and honest disclosure. Insurersrely on consumers
lack of sophistication to sell these overpriced policies. With some exceptions, states have
not enacted standards that ensure value or provide timely, accurate disclosure.

Consumers continue to pay far too much for very little coverage.

Information for Consumers. True competition can only exist when purchasers are
fully aware of the costs and benefits of the products and services they purchase. Because
of the nature of the policies and pricing, consumers have had relatively little information
about the quality and comparative cost of insurance policies. Regulation is needed to
ensure consumers have access to information necessary to make informed insurance
purchase decisions and to compare prices. Some states have, according to studies by
CFA, donefairly well at getting good information out to consumers but al too often the
marketplace and insurance regulators have failed to ensure adequate disclosure. Their
failure affects the pocketbooks of consumers, who cannot compare adequately on the
basis of price.

For decades, consumer advocates pressed for more meaningful disclosure for life
insurance, including rate of return disclosure. Then the widespread misleading and
abusive practices by insurance companies and agents of the mid-90s prompted state
regulators, through the NAIC, to develop model illustration laws and other laws to
address the problems. Regulators voiced strong concern and promised tough action to
correct the abuses. While early drafts held promise and included some cost-comparison
requirements, the industry successfully Iobbied against the pro-consumer provisions. The
disclosure model that NAIC adopted is inadequate for consumers to understand the
structure and actual costs of policies or to comparison-shop.

While information and outreach efforts of states have improved, states and the NAIC
have along way to go. Few, if any, states provide information to consumers about their
rights vis-a-vis their insurance policies. The NAIC’ s website does not focus on
consumers, although there is a move that has just begun to make it more so. CFA’s
studies on consumer outreach reveal gaps in information. For example: 22 states have no
auto insurance price guide; 34 states have no homeowners insurance price guide; and
only 6 states have comprehensive health price guides. No state has alife insurance price
guide. In amagjority of the states, consumers do not have access to complaint ratio
information for auto, homeowners, health or life insurance.

States have done somewhat better in getting information up on web pages. However,
many offer no price information or complaint ratio information. Further, the states have
not set up electronic rate filings as away to assist private price vendors get quote service
data updates automatically, despite repeated requests from consumers for such a system.
The NAIC has anational complaint database that consumers have asked be released for
years but it still languishes in the computers, not hel ping consumers determine which
companies offer good service. Fortunately, at the NAIC meeting recently concluded in
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New Orleans, the NAIC voted to make this data public by the end of the year.

Arethe reasons for insurance regulation still valid in the wake of the GLB law? We
believe that the reasons for regulation are as relevant, or in some instances even more
relevant, today than five or ten years ago:

Advances in technology allow insurers to pursue selection competition to an extent
unimaginable ten years ago and give insurers access to detailed data about customers.
Advances in technology allow insurersto reach consumers in ways not possible ten
years ago.

Insurance is being used as atool to fund a greater share of a person’ s future income,
e.g., annuities.

Competition from other financial firms for the same customers can serve asan
incentive for misleading and deceptive practices and market segmentation, leaving
some consumers without access to the best policies and rates.

Combination of insurer and lender functions under one corporation will lead to even
greater incentivesto sell inappropriate add-on insurance — or to inappropriately fund
insurance policies through high cost |oans — making some products subject to abuse.

As consumers are faced with these changes, it is more important than ever that
insurance laws be updated and the consumer protection bar raised.

ISTHE NAIC MOVING IN THE RIGHT DIRECTION FOR CONSUMERS?

We strongly agree that dramatic improvements in insurance regulation are needed.
Although the NAIC declares that the primary purpose of regulation isto protect insurance
consumers, it isunfortunately clear that the NAIC approach is leading toward mindless
deregulation (without the application of antitrust laws or informed consumers) of the kind
sought by the insurance industry.

We can tell you with certainty that consumers, who have been the victims of
vanishing premiums, churning, race-based pricing, creaming, and consumer credit
insurance policiesthat pay penniesin claims per dollar in premium, are NOT clamoring
for such policiesto be brought to market with even less regulatory oversight than in the
past. We think smarter, more efficient regulation benefits both consumers and insurers
and leads to more beneficial competition.

We question the entire premise behind less front-end regulation coupled with more
back-end (market conduct) regulation. The track record of market conduct regulation has
been extremely poor. As noted above, insurance regulators rarely are the first to identify
major problems in the marketplace.

From an efficiency and consumer protection perspective, it makes no sense to lessen
efforts to prevent the introduction of unfair and inappropriate policiesin the marketplace.
It takes far less effort to prevent an inappropriate insurance policy or market practice
from being introduced than to examine the practice, stop a company from doing it and

138



providing proper restitution to consumers after the fact. The deregulation pushed by the
industry will surely be a class-action attorney’ s dream come true.

The unique nature of insurance policies and insurance companies requires more
extensive front-end regulation than other consumer commodities. And while insurance
markets can be structured to promote beneficial price competition, deregulation does not
lead to, let alone guarantee, such beneficia price competition.

We think front-end regulation should be designed to prevent market conduct
problems from occurring instead of inviting those problemsto occur. We think front-end
regulation should be designed to promote beneficial competition — price competition, loss
mitigation efforts — and to deter destructive competition — selection competition, unfair
sales and claims settlement practice. Simply stated, strong, smart, efficient and consistent
front-end regulation is critical for meaningful consumer protection and absolutely
necessary to any meaningful modernization of insurance regulation.

Principles and standards for insurance regulation have been developed by consumers
to serve as the measure for consumers of NAIC's (or afederal bill’s) commitment to
consumer protection in the reinvention process. The consumer representatives presented
the principles and standards to the NAIC in September of 2000. These standards, which
we apply to any proposal at NAIC, astate, or here in Congress, are set forth as Appendix
A.

RECOMMENDATIONSTO CONGRESS

1. Congress should hold hearings on the more important issue to consumers of how to
strengthen the ineffective state market conduct regul ation.

2. Werequest that you carefully consider all proposals that come before you to see that
the principles and standards we have set out for consumer protection are part of any
Congressional action you take.

3. Pleasergect any system that gives the regulated an option to go back and forth
between regulators, playing them off against each other to lower protections. Any
optional system must contain minimum standards for both regulatory regimes, high
standards based upon the above principles.

4. Werecommend that you look to Californiafor amodel personal lines regulatory
system that works best for consumers and gives excellent profits to insurers as well.
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APPENDIX A

Consumer Principles and Standardsfor |nsurance Regulation

1. Consumers should have access to timely and meaningful information of the costs,
terms, risks and benefits of insurance policies.

Meaningful disclosure prior to saletailored for particular policies and written at the
education level of average consumer sufficient to educate and enable consumers to
assess particular policy and its value should be required for all insurance; should be
standardized by line to facilitate comparison shopping; should include comparative
prices, terms, conditions, limitations, exclusions, loss ratio expected,
commissions/fees and information on seller (service and solvency); should address
non-English speaking or ESL populations.

Insurance departments should identify, based on inquiries and market conduct exams,
populations that may need directed education efforts, e.g., seniors, low-income, low
education.

Disclosure should be made appropriate for medium in which product is sold, e.g., in
person, by telephone, on-line.
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Loss ratios should be disclosed in such away that consumers can compare them for
similar policiesin the market, e.g., a scale based on insurer filings devel oped by
insurance regulators or independent third party.

Non-term life insurance policies, e.g., those that build cash values, should include rate
of return disclosure. Thiswould provide consumers with atool, analogous to the
APR required in loan contracts, with which they could compare competing cash value
policies. It would also help them in deciding whether to buy cash value policies.
Free look period with meaningful state guidelines to assess appropriateness of policy
and value based on standards the state creates from data for similar policies.
Comparative data on insurers complaint records, length of time to settle claims by
size of claim, solvency information, and coverage ratings (e.g., policies should be
ranked based on actuarial value so a consumer knows if comparing apples to apples)
should be available to the public.

Significant changes at renewal must be clearly presented as warnings to consumers,
e.g., changesin deductibles for wind loss.

Information on claims policy and filing process should be readily available to al
consumers and included in policy information.

Sellers should determine and consumers should be informed of whether insurance
coverage replaces or supplements already existing coverage to protect against over-
insuring, e.g., life and credit.

Consumer Bill of Rights, tailored for each line, should accompany every policy.
Consumer feedback to the insurance department should be sought after every
transaction (e.g., after policy sale, renewal, termination, claim denial). Insurer should
give consumer notice of feedback procedure at end of transaction, e.g., form on-line
or toll-free telephone number.

1. Insurance policies should be designed to promote competition, facilitate comparison-
shopping and provide meaningful and needed protection against |oss.

Disclosure requirements above apply here as well and should be included in design of
policy and in the policy form approval process.

Policies must be transparent and standardized so that true price competition can
prevail. Components of the insurance policy must be clear to the consumer, e.g., the
actual current and future cost, including commissions and penalties.

Suitability or appropriateness rules should be in place and strictly enforced,
particularly for investment/cash value policies. Companies must have clear standards
for determining suitability and compliance mechanism. For example, sellers of
variable lifeinsurers are required to find that the sales that their representatives make
are suitable for the buyers. Such arequirement should apply to all life insurance
policies, particularly when replacement of apolicy is at issue.

“Junk” policies, including those that do not meet a minimum loss ratio, should be
identified and prohibited. Low-value policies should be clearly identified and subject
to aset of strictly enforced standards that ensure minimum value for consumers.
Where policies are subject to reverse competition, special protections are needed
against tie-ins, overpricing, e.g., action to limit credit insurance rates.
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1. All consumers should have access to adequate coverage and not be subject to unfair
discrimination.

Where coverage is mandated by the state or required as part of another
transaction/purchase by the private market, e.g., mortgage, regulatory intervention is
appropriate to assure reasonabl e affordability and guarantee availability.

Market reformsin the area of health insurance should include guaranteed issue and
community rating and where needed, subsidies to assure health care is affordable for
all.

Information sufficient to allow public determination of unfair discrimination must be
available. Zip code data, rating classifications and underwriting guidelines, for
example, should be reported to regulatory authority for review and made public.
Regulatory entities should conduct ongoing, aggressive market conduct reviews to
assess whether unfair discrimination is present and to punish and remedy it if found,
e.g., redlining reviews (analysis of market shares by census tracts or zip codes,
analysis of questionable rating criteria such as credit rating), reviews of pricing
methods, reviews of all forms of underwriting instructions, including oral instructions
to producers.

Insurance companies should be required to invest in communities and market and sell
policies to prevent or remedy availability problemsin communities.

Clear anti-discrimination standards must be enforced so that underwriting and pricing
are not unfairly discriminatory. Prohibited criteria should include race, national
origin, gender, marital status, sexual preference, income, language, religion, credit
history, domestic violence, and, as feasible, age and disabilities. Underwriting and
rating classes should be demonstrably related to risk and backed by a public, credible
statistical analysisthat proves the risk-related result.

1. All consumers should reap the benefits of technological changesin the marketplace
that decrease prices and promote efficiency and convenience.

Rules should be in place to protect against redlining and other forms of unfair
discrimination via certain technologies, e.g., if companies only offer better rates, etc.
online.

Regulators should take steps to certify that online sellers of insurance are genuine,
licensed entities and tailor consumer protection, UTPA, etc. to the technology to
ensure consumers are protected to the same degree regardless of how and where they
purchase policies.

Regulators should develop rules/principles for e-commerce (or use those devel oped
for other financial firmsif appropriate and applicable)

In order to keep pace with changes and determine whether any specific regulatory
action is needed, regulators should assess whether and to what extent technol ogical
changes are decreasing costs and what, if any, harm or benefits accrue to consumers.
A regulatory entity, on its own or through delegation to independent third party,
should become the portal through which consumers go to find acceptable sites on the
web. The standards for linking to acceptable insurer sites viathe entity and the
records of the insurers should be public; the sites should be verified/reviewed
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frequently and the data from the reviews also made public.

1. Consumers should have control over whether their personal information is shared
with affiliates or third parties.

Personal financial information should not be disclosed for other than the purpose for
which it is given unless the consumer provides prior written or other form of
verifiable consent.

Consumers should have access to the information held by the insurance company to
make sureit istimely, accurate and complete. They should be periodically notified
how they can obtain such information and how to correct errors.

Consumers should not be denied policies or services because they refuse to share
information (unless information needed to complete transaction).

Consumers should have meaningful and timely notice of the company’s privacy
policy and their rights and how the company plans to use, collect and or disclose
information about the consumer.

Insurance companies should have clear set of standards for maintaining security of
information and have methods to ensure compliance.

Headlth information is particularly sensitive and, in addition to a strong opt-in, requires
particularly tight control and use only by persons who need to see the information for
the purpose for which the consumer has agreed to sharing of the data.

Protections should not be denied to beneficiaries and claimants because apolicy is
purchased by acommercia entity rather than by an individual (e.g., aworker should
get privacy protection under workers' compensation).

1. Consumers should have access to a meaningful redress mechanism when they suffer
losses from fraud, deceptive practices or other violations, wrongdoers should be held
accountable directly to consumers.

Aggrieved consumers must have the ability to hold insurers directly accountable for
losses suffered due to their actions. Unfair trade practices acts should provide private
cause of action.

Alternative Dispute Resolution clauses should be permitted and enforceablein
consumer insurance contracts only if the ADR processis. 1) contractually mandated
with non-binding results, 2) at the option of the insured/beneficiary with binding
results, or 3) at the option of the insured/beneficiary with non-binding results.

Bad faith causes of action must be available to consumers.

When regul ators engage in settlements on behalf of consumers, there should be an
external, consumer advisory committee or other mechanism to assess fairness of
settlement and any redress mechanism devel oped should be independent, fair and
neutral decision-maker.

Private attorney general provisions should be included in insurance laws.

There should be an independent agency that has as its mission to investigate and
enforce deceptive and fraudulent practices by insurers, e.g., the reauthorization of
FTC.
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1. Consumers should enjoy aregulatory structure that is accountable to the public,
promotes competition, remedies market failures and abusive practices, preserves the
financia soundness of the industry and protects policyholders' funds, and is
responsive to the needs of consumers.

Insurance regulators must have clear mission statement that includes as a primary
goal the protection of consumers:

The mission statement must declare basic fundamental s by line of insurance (such as
whether the state relies on rate regulation or competition for pricing). Whichever
approach is used, the statement must explain how it is accomplished. For instance, if
competition is used, the state must post the review of competition (e.g., market
shares, concentration by zone, etc.) to show that the market for the line is workably
competitive, apply anti-trust laws, allow groupsto form for the sole purpose of
buying insurance, allow rebates so agents will compete, assure that price information
is available from an independent source, etc. If regulation is used, the process must
be described, including access to proposed rates and other proposals for the public,
intervention opportunities, etc.

Consumer bills of rights should be crafted for each line of insurance and consumers
should have easily accessible information about their rights.

Insurance departments should support strong patient bill of rights.

Focus on online monitoring and certification to protect against fraudulent companies.
A department or division within regulatory body should be established for education
and outreach to consumers, including providing:

Interactive websites to collect from and disseminate information to consumers,
including information about complaints, complaint ratios and consumer rights with
regard to policies and claims.

Access to information sources should be user friendly.

Counseling services to assist consumers, e.g., with health insurance purchases,
claims, etc. where needed should be established.

Consumers should have access to a national, publicly available database on
complaints against companies/sellers, i.e., the NAIC database.

To promote efficiency, centralized electronic filing and use of centralized filing data
for information on rates for organizations making rate information available to
consumers, e.g., help devel op the information brokering business.

Regulatory system should be subject to sunshine laws that require all regulatory
actions to take place in public unless clearly warranted and specified criteria apply.
Any insurer claim of trade secret status of data supplied to regulatory entity must be
subject to judicia review with burden of proof on insurer.

Strong conflict of interest, code of ethics and anti-revolving door statutes are essential
to protect the public.

Election of insurance commissioners must be accompanied by a prohibition against
industry financial support in such elections.

Adeguate and enforceabl e standards for training and education of sellers should bein
place.

The regulatory role should in no way, directly or indirectly, be delegated to the
industry or its organizations.
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The guaranty fund system should be prefunded, national fund that protects
policyholders against loss due to insolvency. It is recognized that a phase-in program
is essential to implement this recommendation.

Solvency regulation/investment rules should promote a safe and sound insurance
system and protect policyholder funds, e.g., rapid response to insolvency to protect
against loss of assets/value.

Laws and regulations should be up to date with and applicable to e-commerce.
Antitrust laws should apply to the industry.

A priority for insurance regulators should be to coordinate with other financial
regulators to ensure consumer protection laws are in place and adequately enforced
regardless of corporate structure or ownership of insurance entity. Insurance
regulators should err on side of providing consumer protection even if regulatory
jurisdiction is at issue. This should be stated mission/goal of recent changes brought
about by GLB law.

Obtain information/complaints about insurance sellers from other agencies and
include in databases.

A national system of “Consumer Alerts’ should be established by the regulators, e.g.,
companies directed to inform consumers of significant trends of abuse such as race-
based rates or life insurance churning.

Market conduct exams should have standards that ensure compliance with consumer
protection laws and be responsive to consumer complaints; exam standards should
include agent licensing, training and sales/replacement activity; companies should be
held responsible for training agents and monitoring agents with ultimate
review/authority with regulator. Market conduct standards should be part of an
accreditation process.

The regulatory structure must ensure accountability to the public it serves. For
example, if consumersin state X have been harmed by an entity that is regulated by
state Y, consumers would not be able to hold their regulators/legislators accountable
to their needs and interests. To help ensure accountability, a national consumer
advocate office with the ability to represent consumers before each insurance
department is needed when national approaches to insurance regulation or “one-stop”
approval processes are implemented.

Insurance regul ator should have standards in place to ensure mergers and acquisitions
by insurance companies of other insurers or financia firms, or changes in status of
insurance companies (e.g., demutualization, non-profit to for-profit), meet the needs
of consumers and communities.

Penalties for violations must be updated to ensure they serve as incentives against
violating consumer protections and should be indexed to inflation.

1. Consumers should be adequately represented in the regulatory process.

Consumers should have representation before regulatory entities that is independent,
external to regulatory structure and should be empowered to represent consumers
before any administrative or legidative bodies. To the extent that there is national
treatment of companies or “one-stop” (OS) approval, there must be a national
consumer advocate' s office created to represent the consumers of all states before the
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national treatment state, the OS state or any other approving entity.

Insurance departments should support public counsel or other external, independent
consumer representation mechanisms before legislative, regulatory and NAIC bodies.
Regulatory entities should have well-established structure for ongoing dialogue with
and meaningful input from consumersin the state, e.g., consumer advisory
committee. Thisis particularly true to ensure needs of certain populationsin state
and needs of changing technology are met.

APPENDIX B

J. ROBERT HUNTER
2202 North 24th Street
Arlington, VA 22207

Summary
Consulting actuary with nearly 40 years of experience with the
insurance industry, primarily engaged in analysis of major public
policy issues relating to regulatory and consumer issues.

Academic Education

B.Sc. in Physics, Clarkson University, Potsdam, N.Y ., 1958.

Professional Qualifications and
Professional Association Activities

Casualty Actuarial Society. Fellow (by examination).
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American Academy of Actuaries. Member

Experience and Employment
Present

Self-employed consulting actuary.

Also serve as pro-bono Director of Insurance for the Consumer Federation of
America (CFA). (See “Pro Bono Activities,” below.)

Employment in the Private Insurance | ndustry.

1959-1960. Atlantic Mutual Insurance Companies. Underwriter, working on
several lines of insurance, including commercia property/casualty insurance.

1960-1966. National Bureau of Casualty Underwriters (NBCU) (a forerunner
organization of the Insurance Services Office (1SO)). | ran their state rate-filing
unit, and later became an automobile rate making supervisor in the actuarial
department. Duties included: analysis of claims experience for rate making;
presentation of the rate requests to the appropriate Bureau committees for action;
and presentation of the adopted rate levels to state officials, sometimes in
hearings.

1966-1970. Mutual Insurance Rating Bureau (MIRB) and the Mutual
Insurance Advisory Association (MIAA). | was an Associate Actuary, engaged
in activities similar to those in which | was engaged at NBCU, but for all lines of
property/casualty insurance (including liability insurance). As an officer of MIRB
and MIAA, | dedt directly with the General Manager and was responsible for
much of the research undertaken at these organizations.

MIRB/MIAA were forerunner organizations to the Automobile
Insurance Plans Service Office (“AIPSO”), the organization charged
with servicing and helping run, for the insurance industry, the residual
market mechanisms (usually assigned risk plans) for automobile
insurance in the U.S.

1970-1980. Federal Insurance Administration, U. S. Department of Housing
and Urban Development, under HUD Secretary George Romney.
| served in a number of positions, including Chief
Actuary, Deputy Federal Insurance Administrator, Acting Federa
Insurance Administrator, and Federal Insurance Administrator.

During my ten-year stint in federal insurance

regulation (1970-1980), | was involved with insurance-related public
policy issues of the highest order. | testified before Congress on many
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occasions on the programs of the Federal Insurance Administration, as
well as on insurance issues generally (such as the purported medical
malpractice insurance “crisis’ of the mid nineteen-seventies, the
costing of health insurance, no-fault auto insurance proposals, and
many other issues). | also served on federal inter-agency task forces
dealing with products liability insurance, medica malpractice
insurance, risk retention group formation, workers compensation
insurance, and other issues.

| was responsible for actuarial and public policy
advice to HUD regarding statutory programs (e.g. flood insurance, the
Riot Reinsurance/FAIR Plan, and Urban Crime Insurance) and many
other matters as requested by the White House and other federal
agencies. Some examples:

* Administered the FIA's Riot
Reinsurance/FAIR Plan program. (“FAIR Plans’ are the residual
market for fire (homeowners and business properties) insurance.
These were usually Joint Underwriting types of organizations.) In
my work administering this program, we made many examinations
of FAIR Plans, including reviewing claims practices. | participated
in writing a book-length overal analysis of the public interest
issues involved in residua market insurance (Fair Plan and
automobile assigned risk plan) entitled Full Insurance Availability
(HUD 1974).

* Administered the FIA’s flood insurance
program, which included both homeowner and business insurance.
| monitored claims-paying approaches of the insurance companies
that serviced the flood insurance program.

* Wrote the actuarial regulations for President
Nixon's temporary 1972 wage- and price-freezing directives as
well as for other phases of that program, and helped run some
insurance rate cases for the Price Commission.

* Worked with the U.S. Department of
Transportation on its landmark no-fault automobile insurance
study.

*  Worked with the U.S. Department of Labor
on workers' compensation insurance matters.

e Worked with the U.S. Federal Trade
Commission on life insurance matters.



*  Worked with the White House on nationa
health insurance proposals.

| received the HUD Secretary’'s Award for
Excellence by Secretary Carla Hills for the work | performed from
1971-1977.

State I nsurance Regulation

1993-94 Insurance Commissioner of the State of Texas, appointed by
Governor Ann Richards. In charge of the day-to-day operations of the Texas
Department of Insurance (TDI). Made all executive decisions on insurance
policy matters that arose during my tenure, including rate making, statistical
collection, loss prevention, solvency monitoring, residual market issues,
enforcement, examination, claims practices, complaint resolution, consumer
information dissemination and myriad other matters attendant to running a
major government agency such as TDI.

| aso undertook a major reorganization of TDI,
cutting the staff from 1,100 to about 900 and greatly decentralizing the
authority to the remaining staff. TDI became a much more effective
and efficient organization during my brief tenure.

As Texas Insurance Commissioner, | was a member
of the National Association of Insurance Commissioners (NAIC).
Served on the Executive Committee of the NAIC and as Vice-Chair of
the Western Zone of the NAIC and member of the Life Insurance
Committee. Served on several advisory groups to the NAIC, including
the Advisory Committee to the Task Force on Profitability and
Investment Income, the Market Conduct Advisory Committee, the
Nuclear Insurance Advisory Committee and as co-chair of the
Technical Resource Group to the Statistical Task Force.

(Since leaving the insurance regulation field |1 have
served as a “funded” consumer representative to the NAIC (i.e. NAIC
paid travel expensesto facilitate my attendance at their meetings).)

Private Actuarial and Public Policy Consulting

1980-1993 Conducted my own actuarial and insurance public policy consulting
practice, voluntarily limiting my clients to government agencies and consumers of
insurance to avoid even the appearance of any conflict of interest vis-a-vis my
work on consumer matters. (Clients are named below under “Public Policy
Research and Testimony”.)

1994-to date Actuarial and insurance public policy consulting practice; resumed
pro-bono activities as Director of Insurance for the Consumer Federation of
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America.

Extensive consulting work on a variety of insurance issues for state agencies,

including:

Ratemaking and profitability matters (early
1980s) and disciplinary actions related to market conduct abuses
for the Florida Department of Insurance.

Pricing and public policy issues related to tort
reform measures for the New York, Mane and Cadlifornia
legislatures.

Medical malpractice insurance for the Governor
of Puerto Rico

Workers compensation insurance rate making
for the Attorney General of Oklahoma, the Attorney Genera of
Virginia, the Public Advocate of Maine, the Public Advocate of
Florida and the Governor of Puerto Rico.

Private passenger automobile insurance as a
member of the Governor’s Task Force in the State of New Jersey.

Private passenger automobile insurance rate
making for the Public Advocate of New Jersey, the Public Advocate
of South Carolina, the Attorney General of Connecticut, the Attorney
General of Massachusetts, the Attorney General of Virginia, the
Attorney Genera of California, the Office of Public Insurance Counsel
in Texas and the Departments of Insurance in California, Georgia,
New Jersey, North Carolina, and Texas.

I nsurance implications of hurricanes as a member
of the consulting team for the Academic Task Force in the State of
Florida following Hurricane Andrew in 1992.

Antitrust and reinsurance as a member of the
Governor’s Subcommittee on Antitrust and Reinsurance in Virginia.

Public Policy Research and Testimony

Testified as an actuarial expert on behalf of clients (such as those listed below);
on behalf of the private insurance industry when | was employed there during the
nineteen-sixties; on behaf of consumer organizations such as NICO, CFA,
Consumer’s Union (publisher of Consumer Reports), Common Cause, and others; on
behalf of the States of California, Florida, Massachusetts, New Jersey, New Y ork,

258



North Carolina, Oklahoma, South Carolina and others; and on behaf of the federal
government from the 1980s to the early 1990s.

Testified or performed research for federal agencies, including:
U.S. Department of Labor (on Workers Compensation rate making)
U.S. Department of Health and Human Services (on Medical Malpractice)

U.S. Environmental Protection Agency (on insurance aspects of hazardous
waste)

U.S. Genera Accounting Office (on federal tax policy and rate issues)
The U.S. Congress's Office of Technology Assessment on several issues.
Testified frequently before committees of both the U.S. House of Representatives
and the U.S. Senate, as Federa Insurance Administrator, as President of NICO, as

Texas Insurance Commissioner, and as Director of Insurance at CFA.

Testified before every state legislature in one forum or another.

News Media Writing and I nterviews

Articles published in The New York Times, The Washington Post, The Los
Angeles Times, the Dallas Morning News, USA Today, The Wall Street Journal, and
other leading newspapers.

Quoted extensively in the insurance industry press and the general media.

Interviews on numerous TV programs, including “Larry King Live” “60
Minutes,” “This Week With David Brinkley,” “The Today Show,” “Good Morning
America,” “CBS Morning News,” “CBS Evening News,” “NBC Evening News,”
“Fox News,” “Donahue,” and “Oprah Winfrey.”

Frequent appearances on radio shows—both news programs (e.g. Nationa Public
Radio’s“All Things Considered”) and talk shows (e.g. Larry King).

Publications
Published Articlesand Papers
2001 J. Robert Hunter, Why not the Best? The Most Effective Auto Insurance

Regulation in the Nation, (Consumer Federation of America, June 2001).
Analyses the state regulatory regimes for auto insurance and concludes that
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Cdlifornia’s system, adopted by a vote of the people of the state in 1988,
constitutes the finest regulatory system in the country.

1998 J. Robert Hunter, America’s Disastrous Disaster “ System” (Consumer
Federation of America, 1998). Analyzes critically the current approach to
handling disasters in this nation and proposes an aternative system that would
end taxpayer subsidy of anticipated levels of damage, move the cost of high
risk to those who live in high risk areas, and minimize death and damage due
to unwise construction practices.

1995 J. Robert Hunter, Product Liability Insurance Experience, 1984-1993 (1995)

1995 J. Robert Hunter, Medical Malpractice Insurance Experience, 1984-1993
(1995)

1995 J. Robert Hunter, Auto Insurance—Progress Through Reform But More To Be
Done (1995)

1994 J. Robert Hunter, “Insuring Against Natural Disaster,” Journal of Insurance
Regulation (1994).

1993 J. Robert Hunter, “Rate Suppression, A Critique’, Journal of Insurance
Regulation (1993).

1985 J. Robert Hunter and Professor Raymond Hill (Princeton University),
Workers' Compensation Insurance Rate making: Regulation of Profit Margins
and Investment Income. (Written under contract for the U.S. Department of
Labor.)

1983 J. Robert Hunter, “Study of Feasibility of Risk Retention Groups for
Hazardous Waste Facilities,” in the Journal of the Chartered Property Casualty
Underwriters Society. Addressed the possible use of risk retention groups to ease
the tight market for environmental coverage. (Written under contract for the
Environmental Protection Agency.)

1983 J. Robert Hunter and Dr. John W. Wilson, Investment Income and
Profitability in Property/Casualty Insurance Rate Making (1983). Paper was
instrumental in convincing the NAIC to adopt “total return rate making
procedures’ as the preferred rate regulatory model.

Reports
2000 J. Robert Hunter, Sudy of Sate Insurance Departments, Part I1I: Internet
Web Page Grades. (CFA) This report gave the internet site of the Florida

Department of Insurance a grade of “A,” which resulted in a DOI press release
publicizing the Department’s good grade: “Insurance Department Gets ‘A’ For
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Consumer-Friendly Web Site, “ viewable a
http://www.doi.state.fl.us/consumers/al erts/press/2000/pr032400.htm.

2000 J. Robert Hunter, 1988, 1993, and 1998 Changes in Sate Insurance
Department Resources. (CFA)

1999 Consumer Information Available From Sate Insurance Departments. (CFA)
1999 Insurance Department Grades for Consumer Complaint Information. (CFA)

1986 J. Robert Hunter, Insurance in California: Profitability, Competition and
Equity in Saling and Pricing Private Passenger Automobile Insurance and the
Crisis in Day Care and Municipal Liability Insurance. Commissioned by the
California legislature. The principal document used by the drafters of Proposition
103 as a blueprint for casualty insurance reform in California.

1984 Series of reports on the interrelationship of gender and miles driven in setting
auto insurance rates.

1981 J. Robert Hunter, Gas Prices and Auto Rates: Insurance Implications of the
Dynamic Changesin America’s Driving Habits.

1980 J. Robert Hunter, Taking the Bite Out of Insurance: Investment Income in Rate
Making. Led to amajor NAIC study of thisissue.

Pro Bono Activities

1980-93 | created an insurance consumer organization, the Nationa Insurance
Consumer Organization, which | served pro-bono. NICO was the first
national organization dedicated to looking at al kinds of insurance (except
pensions) from a consumer perspective. It undertook research and
advocacy on behalf of consumers, and became the leading voice for
CONSUMErs on insurance i SsUes.

NICO published information advising consumers how to buy insurance of
all types, fielded complaints from consumers, developed a computerized
service to help consumers understand cash value life insurance products
and otherwise dealt on a daily basis with the needs and concerns of
insurance consumers, including their understanding of insurance contracts.

1995 Serve pro-bono as Director of Insurance for the Consumer Federation of
America
todate  (CFA), 1424 16th Street, NW, Suite 604, Washington, DC 20036.

CFA is a federation of some 240 consumer advocacy groups with a
combined membership of more than 50 million Americans.
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