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' COMPLAINT FOR DECLARATORY JUDGMENT, INJUNCTION AND OTHER
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Plaintiff; THE PEOPLE OF THE STATE OF ILLINOIS, by Lisa Madigan, &ttonicy, ;-,
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General of the State of Illinois (“the People”), brings this action complaining'of Defendat, E } :
N : Do« o M L
' Pt (o 3 ¥
Acordia, Inc. (“Acordia”), and states as follows: = e . ) ’
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1.  Acordia provides insurance planning s¢rvices to businesses and individuals in-IHinois

and the United States. Acordia also negotiates with various insurance companies to achieve the

best mix of coverage, service, financial security and price for its clients. Moreover, Acordia

promises to be a trusted, expert advisor to these clients. Acordia’s website proclaims that

- “Acordia’s core values center around doing what is ethical and what is ri ght for the customer,”

that “[i]f it is righf for the customer it is right for Acordia,” and that it makes “insurance
placements in the best interest of our customers.” See Exhibit 1. The facts show otherwise.

2. Since at least the late 1990s, Acordia collaborated with insurers in several schemes‘ that
harmed Tllinois consumers. Spéciﬁcally, certain insurers have paid Acordia at least $174 million

in compensation. See, e.g. Exhibit 2. The compensation Acordia received included what are




known within the industry as “contingent commissions.” As part of these schemes, Acordia
steered business to favored insurers to obtain greater contingent commissions, thus shielding
those insurers from full competition, and harming consumers who were unaware of the schemes.
Inférmation regarding these contingent »commis‘sion agreéments anc‘l‘the payments made pursuant
to them, while material to clients’ decision making, were not disclosed to Acordia’s clients.
While in May Qf 2005 Acordia did post on its website a policy of disclosing commission
information to its clients, this post does not'p'rovidé aﬁy specific informétion necessary for a
client to understand the ifnpact of the contingent commission agreements that Acordia operates
under. See Exhibit 1; Exhibit 3; Exhibit 4.

3. Acordia violated the Illinois Consumer Fraud and Deceptive Business Practices Act
(“Con.sumer Fraud Act”): (1) by steering Illinois customers to one insurer over another in
response to various incentives Acordia received, rather than according t§ the clients’ best
interests, and (2) by failing to disclose to its Illiﬁois customers the material fact of .these
contingent commission practices, despite Acordia’s actual knbwledge that this omission was
misleading and deceptive.

4. = The People seek equitable relief, restitution, actual damages, and penalties againét the
Defendant for each Yiolation of the Consumer Fraud Act.

JURISDICTION AND VENUE
v5. This action is brought for and on behalf of THE PEOPLE OF THE STATE. OF

ILLINOIS, by Lisa Madigan, Attorney General of the State of Illinois (“the People”), pursuant to

the provisions of the Consumer Fraud Act and her common law authority as Attorney General to

represent the People of the State of Illinois.




6.  Venue for this action properly lies in Cook County, Illinois, pursuant to section 5/2-101
of the Illinois Code of Civil Procedure (735 ILCS 5/2-101), in that Defendant, Acordia, resides
and is headquartered in Cook County.

PARTIES

7.  The Attomey General is responsible for, inter alia, enforcing the Consumer Fraud Act.

8.  Defendant Acordia, Inc. (“Acordia”) has its principal place of business in Chicago,
Illinois. Since March 2001, Acordia has been a wholly-owned subsidiary and the insurance
brokerage arm of Wells Fargo Bank, N.A. (“Wells Fargo™). According to its website,
www.acordia.com, Acordia is the fifth largest provider of insurance brokerage and consulting
. services in the WOrld, and is the largest bank-owned insurance brokerage in the United States.
Acordia conducts business in Illinois and throughout the United States.

COMMERCE

9. Subsection 1(f) of the Consumer Fraud Act defines “trade” and “commerce” as
follows:

The terms ‘trade’ and ‘commerce’ mean the advertising, offering
for sale, sale, or distribution of any services and any property,
tangible or intangible, real, personal, or mixed, and any other
article, commodity, or thing of value wherever situated, and shall
include any trade or commerce directly or indirectly affecting the
people of this State. '

10. The Defendant was at all times relevant hereto, engaged in trade and commerce in the

State of Illinois. Acordia is registered with the Illinois Division of Insurance.




DEFENDANT’S VIOLATIONS OF THE ILLINOIS CONSUMER FRAUD AND
DECEPTIVE BUSINESS PRACTICES ACT :

A. The General Structure of the Insurance Industry

11. The vast majority of individuals and businesses (“Clients”) séeking insurance coverage
purchase insurance through insurance intermediaries known as brokers or independent agents
(collectively “Pr'oducers”).1 Producers hold themselves out as unbiased experts in representing
clients bgéause they can obtaih price quotes from insurance companies (;‘Insurers”), and present
these qﬁotes to clients. The insurers submit quotes to the producer and, if selected by the client,
enter into a contract w.ith the client to provide the insurance coverage.. Producers also offer the
client recommendations, includiqg insight into considerations other than ‘price,’ such as an
insurer’s reputation for sérvice .and prompt claims payment. Clients rely on this unbiased expert
advice in selecting.an insurer. Hence, producers are obligated to make unbiased insurance
placements in the best interest of their clients.

12.  As part of this producer-based structure, 't.he client makes two types of payments: (1)
the clignt pays its producer an advisory fee or a commission on premium for its services, and (2)
the client pays the chosen insurer any premiums for the coverage itself. The client usually
satisfies both obligations via one payment to the producer. The producer then deducts its fee and
forwards the prémium to the insurer. Some clients — particularly large commercial clients —
separate the producer’s fee from the premium and pay the producer’s fee separately.

~ 13. Some producers also arrange “contingent commission” payments (also known as

- override agreements, pla'ce'ment service agreements, market service agreements or producer

bonuses) directly with insurers. Contingeﬁt commission agreements differ from the traditional

" For purposes of this Complaint, “producer” means any insurance producer as that term is defined in the Insurance
Code, 215 ILCS 5/500-10, namely as “a person required to be licensed under the laws of this State to sell, solicit, or
negotiate insurance.” '




commission earned based on each individual insurance policy sold. In contrast, the precise terms
of contingent commission agreements vary, but commonly reqﬁire that the insurer pay the
producer based upon one or more of the followihg criteria: (1) _the total value of the business the
producer’s clients place with the insurer; (2) the rate at which the producer’s clients renew
policies with the insurer; (3) the profitability of the business placed by the producer; and (4) the
loss hisfory of the pélicies placed by the pro)ducer.

14.  These contingent commission agreements motivate producers to steer ciienté to favored
insurers and not necessarily insurers that bffered the best price or service quality to the client.
Further, on information and belief, these insurers often raised the prige of the premiums in order
to recover the cost of con.tingent commissions, resulting in Illinois policy holders paying higher
premiums, without gaining any additional value. Contingent cbmmissions, therefore, result in
Illinois custorﬁers paying higher prices for potentially inferior insurance products.

15. Acordiaisa producer, and is paid a traditional commission based on each individual
premium it sells: However, Acordia has not tepresented its Illinois clienté in an unbiased
manner; Acordia improperly made insurﬁnce placements in pursuit of contingent commission
payments, instead of making “insurance placémen_ts in the best inter_est of customers.” See
Exhibit 1. For years, Acordia steered most, if not all, of their clients to a limited pool of insurers,
who paid Accordié substantial contingent commission payments to acquire Acordia’s business.
See E)&libit 2. Further, Acordia did not disclose to its Illinois clients the existenée, terms or
- effects on insurance placement of these contingent commission agreements. See Exhibit 1;
Exhibit 3; Exhibit 4. While, starting in May, 2005, Acordia’s website claimed to have a policy

of disclosing contingent commissions to clients, the website provides no actual information

regarding the terms of these contingent commission agreements or their effects on Acordia’s




insurance placements. See Exhibit 1; Exhibit 3; Exhibit 4.- By demanding and receiving
contingent commission pay@énts, Defendant violated the Consumer Fraud Act. In addition, by
failing to inform Illinois clients of these unfair business practices, Defendant omitted facts
material to Illinois customers consideration of their insurance purchase, violating the Consumer
Fraud Act.

16. The following allegations in paragraphs 17-42 are pled merely as illustrations of the
unlawful Business practices of thée Defendant and are not meant to be exhaustive. The unlawfgl
activities of the Defen&ant are ongoing and the People reserve tﬁc right to submit .additional

information regarding injury to Illinois clients as a result of said unlawful practices.

B. Acordia’s Unfair and Undisclosed Coinpensatior_l Schemes

17. Since at. léast the late 1990's, Acordia .hasreceived hidden compensation inv a variety of .
. forms, generally based on the amount and profitability of the business Acordia steered to favored
insurers. This compensation was a powerﬁll incentive for Acordia to disregard the best
insurance coverage at the best price for its clients. Acordia responded to these incentives and
allowed its hidden compensation arrangéments to become a key factqr, if not the primary fac.tor,
. ~ in determining which insurers to recommend to its clients. See Exhibit 5. From 2000 to 2005,
Acordia accepted approximately $174 million in qndiécloséd payments from complicit insurers.
See Exhibit 2. | | |
1. Acordia’s Millennium Paftners Prograin

18. In 1999, Acordia fnanagement Systemqtized its conting¢nt commission program to

 steer business more efficiently to the national insurers that paid Acordia the most in hidden

compensation. This effort was called “The Millennilir_n Partnership Program” (“MPP”). The




program was designed to consolidate Acordia’s insurance business with a very small number of
“Partner Markets.” Travelers, Hartford, Chubb, Roy:il SunAlliance and Atlantic Mutual, all
insurers with a national clientele base, joined Acordia’s MPP. Acordia management negotiated
with éach insurer separately, but the goal was the same: to extract evér greater payments from
these “Partner Markets” in exchange for steéring clients to the Millennium Partners. See Exhibit
5; Exhibit 6. |

19. Acordia offered each potential Millennium Partner several payment options to become
part of the MPP, iricluding (1) an-option to pay Acordia based on the then current value of active
insiiranée policies, (2) an option to loan Acordia money to be paid back if Acordia fell short of

' sales goals, and (3) an option to pay Acordia a percentage of the gross written premiums
(“GWP”) Acordia would broker going forward. Acordié ultimately convinced poténtial partners

‘to agree to pay Acordia one percent of the GWP brokered by Acordia. This extra one percént
was known as an “override inceiitive” and was in addition to any standard contingent
commissions these insurers alréady paid Acordia.

20. Acordia managemént convinced some of the Millennium Partners to pre-pay
contingent payments in what was, as one Travelers executive noted, an effort “[t]o incent the
proper ‘national and local commitment to the program.” See Exhibit 5. Thus, Travelers advanced
Acordia $158,611 in 1999, "$100,500 in January 2000, $145,000 in December 2000 and $182,92O
in 2002. See Exhibit 5; Ex}iibit 7; Exhibit 8. Hartford advanced Acordia $330¥OOO in 2000. See
Exhibit 9.

21.  Acordia upheld its end of the scheme by assuring that Acordia’s MPP business
incre:ise'd at the expense of ‘non'-;‘;artner insurers. Charles Ruoff, Acordia’s Senior Vice President

and Chief Marketing Officer, explained the Millennium Partners’ favored status in an August 11,




1999 memorémdum to Acordia’s National Property/Casualty Marketing Committee: “the
preference must at this time be given to éur ‘priority’ group [Travelers, Hartford, Chubb, Royal
and Atlantic Mutual]. This means that we expect to see our overall business grow with thesé
‘priority’ companies especially through specific initiatives.” See Exh.ibit 6 (emphasis added).
Ruoff went on to write, ;‘At this time we are concentrating on the plans and initiatives put
forward by our ‘priority’ markéts to the exclusivity [sic] of all other [insurance companies].’_’
Id. (emphasis added).

22. " As Acordia répresentati\{es explained to insurers when pitching the MPP, “We do not
take on this partnership without a willingness to support it with a commitment from our most
senior executives.” See Exhjbii 10. The senior executives did support the scheme as promised.

For example, in'an August 9, 1999, letter to a senior vice president at Atlantic Mutual in
respons.e‘ to Atlantif: Mutual’é ﬁ{st MPP check, Ruoff mote that “[t]he additioﬁal incentives for
growth of our business are appreciated and will .be pursued as aggressively as possible. I would
like to meet again t0'spéak on how we actually will implement the initiativés and who within_our

.companies need [sic] to be charged with taking them forward.” See Exhibit 11.

23.. In an internal Acordia memorandum dated October 8, 1999, J o}in Moore, .Aco.rdia’s

| Senior Vice President for Marketing, ordered that “[a]lthough the. details of the [MPP]

agfeements should be kept conﬁdential,‘ information should be shared with managers la_nd»o'theré |
in your offices to the ‘extent that it will help to maximize the incentive payments.” .S.'ee Exhibit

12. |

24. Beyond making pronouncements in suppért of the MPP, Acordia’s senior executives
systematically ensured that Acordia’s employees grew the MPP business. Man.a;gement did this

by taking several concrete steps to hold the regional and local offices accountable for their




performance in furthering the scheme. These steps included creating tgrget growth requirements
for Acordia’s various regions and quarterly re\./iews of each region’s progress. See Exhibit 13.
Regions that perfoﬁned sétisfactorily in the quarterly reviews were to be rewarded with an
additional invitation to the annual sales conference. See id.

25. Acordia’s employees dutifully executed these plans, and even enhanced the plans by
monitoring regional pro gress monthly and in some cases weekly. Representatives of each region
regularly reported their progress at naﬁonal Executive Marketing Group meetings and in frequent
conference calls detailing how the regions and local offices were implementing the MPP. Id.

26. The MPP was so important to Aéordia’s management that even Acordia’s CEO played
an active role in promoting the plan aﬁd was kept abreast of the company’s progress in
implementing the scheme. As outlined in the document setting forth the details of the MPP,
Acordia’s CEQ, Robert Nevins, was to have “[d]irect personal contact” with the proposed
Millennium Partners. I/d. Additionally, Nevins was to receive monthly reports discussing
Acordia’s progress in implefnénting the MPP. 1d. |

| 27.  The flip-side to Acordia fa\}oring complicit Millennium Partners was that any insurer
that rejected Acordia’s imﬁtation to become a Millennium Partner faced significant negative
consequences. In a September 7, 1999 email, Ruoff directed Acordia staff to disfavér two
insurers that requed to go along with Aco_r&ia’s scheme. Ruoff ‘wroté:‘
CNA and Fireman’s Fund have declined. to support our financial
plan without profitability stipulations. We are therefore not
inclined to support any business growth with them at the determent

[sic] to our priority Millennium Partners [. . .] Please be guided
accordingly in the future business plans within your region.

See Exhibit 14.




28. Acordia’s management made non-complicit insurers aware of the consequences ofnot
participating in the MPP. After Kemper Insurance declined to participate, Ruoff wrote to
individuals at Kemper noting the consequences:

While noting that your company has elected not to participate at

~ the time, I remained hopeful that you might still do so in the very
near future. The emphasis on the Millennium partners as our
priority markets for the remainder of this year and into 2000 was a
key objective of this meeting. We would still like to find an
appropriate position for your company but need to keep it within
the context of those markets that have stepped forward to our
initial invitation. Please let me know if we can find a solution
before our marketing plans for the next 18 months exclude you
from growth potential. '

See Exhibit 15.

29. Acordia did not disclose the existence, mechanics or effect of the MPP to clients in
Illinois or nationwide. Moving business to meet Acordia’s production obligations to its
Millennium Partners often was not in the clients’ best interests. Acordia made different, and
often more expensive recommendations to its clients than it would have made absent the MPP.
See Exhibit 16. A producer in Acordia’s Atlanta office wrote, “I never had Travelers until the
Millenium [sic] deal was instituted and had to politically explain to CNA (at the time!) why I
would be moving some accounts from them.” See Exhibit 17. In discussing homeowners’
policies for affluent clientele, the Acordia producer also noted important differences in the
coverage offered by Travelers and other insurers. The Acordia producer then concluded, “I think
Travelers just can’t respond from a claims philosophy standpoint (i.e. — agreed value settlement

on property). We clearly need the market and may eventually move all the Encompass

[Insurance] to Travelers but-there are coverage disadvantages in doing so.” Id.
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2. Acordia Steers Entire Blocks of Clients in Return for Undisclosed
- Payments In Addition to the MPP - ' '

30. Acordia also entered into special, one-off deals with Travelers and Hartford to steer
whole blocks of business comprised of thousands of policy holders. On information and belief,
the costs of this‘ stéering scheme were borne by the policy holders, including Illinois policy
holders, steered to more expensive aﬁd potentially inferior products. On information and belief,
insurers who collabprated with Acordia also passed the cost of the conﬁngent commissions on to
Tllinois clients. These actions are unfair business practices. Further, this -informati'qn regarding
the quality and increased cost of Defendant’s recommended insurance products was material to
their Illinois clients’ decisions to purchase and should have been disclosed.

a Acordia Steers Blocks of Business to Hartford

31. Acordia entered into a series of one-time arrangements with Hartford beyond the MPP.
For example, in 2003, Acordia and Hartford put to'gether a wide range of initiatives termed the
“Share Shift,” with thé' goal of doubling the business Acordia steered to'Hart.for,d over the
following three-year period. On December 18, 2003, senior management from Acordia and
Hartford met in Chicago to discuss the “Share Shift” scheme. Among the existing “Share Shift”
initiatives participanfté discussed at the fneeting weré cross-selling opp.ortunities. from Wells
Fargo Bank and consolidations of Atlantic Mutual and Mountain West business to Hartford. See
Exhibit 19. Also discﬁssed were brand new steering initiatives, iﬁcluding a Middle Market

Target Industry Bonus, and another “Consolidation of Markets” initiative. See Exhibit 18.

A The Wells Fargo “Funneling” Project .
- 32. One of the Share Shift initiatives involved Acordia’s parent company Wells Fargo. As
part of the scheme, Wells Fargo mined its customer database, highlightihg its middle market

business customers (generally those businesses with annual revenues of between $50 and $500
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million) that fit within four industries Hartferd planned to tafget: Business Services,
Technology, Communications/Media, and Law Firms. Wells fargo referred those customers to
Acordia ostensibly for uﬁbiase_d insurance brokerage services. Acordia, in turn, steered the
customers to Hartford, 'rega.rdles‘s of whether Hartford was best for the customer. On information
and belief, neither Acofdia nor Hartford informed these customers that Acordia would receive

considerable contingent comm_issions from Hartford if Acordia successfully steered customere to
Hartford. See Exhibit 19. |

33. Because of Wells Fargo’s highiy focused screening, Hartford management expected to
provide quotes on 75% of the business Acordia presented to it as part of this scheme, a rate that |
was 2.5 times b_et'ter than Hartford’s usual submission to quote ratio. What is more, due to
Acordia and V(/ell Fargo’s advice, Hartford management expected that Hartford would win 50%
of these Wells Fargo customers. Tﬁrough this scheme, Haftfo;d’s management expected to
increase the middle market business it wrote through Acordia by $20 million. See Exhibit 19.

34. For its part, Acordia management indicated that they were quite pleased with this
err'angement. As a senior Acordia executive explained in a June 13, 2003 emeil, the subject of
which was“‘FW: Acordia — Wells Fargo Middle Market Cross-Sell;"“[W]ith this middle market
initiative along with other activity, we should have a good chance of achieving a significant

additional bonus from Hartford for the next two years.” See Exhibit 20.

il. Atlantic Mutual’s Former Customers

35.  After OneBeacon, which was not a Millennium Partner, acquired Atlantic Mutual’s
commercial insurance business in late 2003, a Hartford executive complained to Thomas Hite,
Acordia’s Vice President for Property and Casualty, in a December 2003 email that this business

was now with a “non-Partner Market for Acordia” and that “we’re hoping to see Acordia
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corporate take a proactive stance with local offices in steering that business to [Partner Markets]
like Hartford,” and that it could be discqssed_ in a future meeting in Chicago. See Exhibit 16.
The Hartford executiy'e~wen_t. oﬁ to ask Hite to contact Acordia offices with significant Atlantic
Mutual business to “reinforce[e] the need to migrate to [Partner Markets], quantifying the benefit
of doing so with the Atlantic book, and directing them to favor Hartford with first and last look.”
Id. The next month, Hite emailed personnel at an Acordia local office, emphasizir;g Hartford
and their “stepped up . . . incentives that could increase both local and national payouts.” See
Exhibit 21. ‘A

b. Acordia Steers Blocks of Business to Travelers

36. Other partner carriers, including Travelers, also offered sweetened deals -in an effort to
. acquire the Atlantic Mutual business.' According to the minutes of the October 23-24, 2003,
»Acordia P & C Marketing Group Meeting in Chicago, “much of the [Atlantic Mutual] marine
businéss is being rolled to Travelers.” See Exhibit 22. This was so despite the fact that
“Travelers [was] cherry picking, reunderwriting and incfeasing prices.” Id.

37. Similarly, after Kémper Insurance Compériy’s rating was lowered by insurance éredit
fating organizations in 2003, representatives from Travelers qﬁickly approaéhed Acordia
management to request that Acordia transfer Kemper’s entire book of business. Travelers
offered and 'paid secret incentives to Acordia to secure the deal, paying Acordia up to a 10%
“override” if Acordia plaéed’ over 75% of the Kemperl busiﬁess with Travelers. Travelers.even
sent in what it called “SWAT teams” to local Acérdia offices to facilitate the transfer of Kemper
- business. Acdrdia told its brokers in a May 2003 memo to its managing directors, entitled

“Consolidation of Kemper Accounts,” that this was a “great opportunity” and that “[t]his deal is.
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~ in addition to the National Compensation agreement we have with Tfavelers and ény local
agreements you may have in place.” See Exhibit 23 (emphasis in original).
4. - Acordia’s Preferred Market Agreements

38. In 1999,> sevefal insurers declined to join the MPP for various reasons. Nonetheless,
Acordia continued its efforts to leverage its market position into greater contingent compensation
through national ag;eements with these insurers. |

39. For example, CNA “was unwiiling to prox}ide ﬁs [Acordia] with a straight override in
late 1999,” but CNA didn enter inta a similar three-year Preferred Market Agreement with
Acordia in 2000. See Exhibit 9. Though nbt part of the MPP, CNA’s arrangement with Acordia
differed only minimally from the MPP. Those differences included less frequent monitoring,
access to Acordia regional manaéement (rather than Acordia’s senior executive management),
and incentives that were partially based upon loss ratios. See Exhibit 24. Under’their Preferred
Market Agreement, CNA paid Acordié a total of over $1 million' for 2000 and 2001. See Exhibit 4. -
9. Acordia entered into similar agreements with St. Paul and Metropélitan Life. See Exhibit 25;
Exhibit 26.

5. Acordia’s Other Improper Arrangements

40. Acordié entéred into numerous other deals with individual insurers that causéd Acordia
* to steer its clients without proper regard for the clients’ interests and without revealing toits
| clients this conflict with Acordia’s claim of makihg “insurance plac'ements in th.e‘best interest of
[Acofdia’s] customers.” |

41. In 2003, for example, Chubb conspired with Acordia in what was described in the
document outlining the parameters of a “Special Incentive Arrangement” as an effort to

“maximize and capitalize on their cross-selling opportunities with Wells Fargo Bank.” See
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Exhibit 27 (emphasis in original). Chubb sought busines.s it would not have gotten had it not
entered into this agreement. To achieve this result, Chubb agreed to increase the contingent |
commissionsv it paid Acordia by 5 to 40%, depending on the extent to which each. local Acordia
office exceeded a growth target. “It [was] the intent to drive all speciai incentive pay-outs
through the local Chubb office to their respective Acordia office(s) so as té generate maximum
ownership of the development, implementation and pay-duts of these special incentive dollars by
those creating the results.” Id. |
42. In addition to the specific admissions documented above, Acordia’s continued

steering harms its clients in at least two general ways. First, Acdrdia often advises its clients in
complex insurance placements where all things are rarely equal, and where subj ective decisions
must be made among competitors with varying coverages, financial stability, and price. Clients
rely on Aco’rdiﬁ to make its recommendations strictly based on the client’s best interest, withouf
the corrupting influence of undisclosed incentive payments. Clients who were steered 'by
‘Acordia because of undisclosed contingent commissions and other incentives have not received
the unbiased advice for which the clients paid. Second, insurers pass the cost of contingent
commissions directly on to the clients in the form of highef premiums. Acordia’s receipt of

| contingent commissions effectively raises the price of insurance for its clients, and thus the

market as a whole, and Acordia puts at least some of the increase in its own pocket.

APPLICABLE STATUTE
43. Section 2 of the Consumer Fraud Act (815 ILCS 505/2) provides:
Unfair methods of competition and unfair or deceptive acts or .
practices, including but not limited to the use or employment of

any deception, fraud, false pretense, false promise,
misrepresentation or the concealment, suppression or omission of
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any material fact, or the use or employment of any practice
described in section 2 of the ‘Uniform Deceptive Trade Practices
Act,;’ approved August 5, 1965, in the conduct of any trade or
commerce are hereby declared unlawful whether any person has in
fact been misled, deceived or damaged thereby. :

VIOLATIONS
44. On information and belief, beginning in the late 1990s, and continuing through the
present, Defendant éommitted unfair and deceptive acts declared unlawful under section 2 of the
Consumer Fraud Act (815 ILCS 505/2) by:
a. Soliciting and receiviﬁg cvontingent commissions from insurers resulting in the
steering of insurance business to those insurers; and
b. Failing to disclose to Illinois clients the terms and conditions of their agreements
| with inéurers, despite their actual knowledge that these omissions were
misleading and deceptive. |
45. By committing the acts alleged aboVé,’ Defendant has violated § 2 of the Consumer
Fraud Act by engaging iﬁ repeated unfair and deceptive acts and practices, including, but not
limited to, customer steéring and misrepresentation, concealment, suppression and omission of
material facts, while participating in and conducting trade or commerce with the knowledge
and/or intent that clients in the State of Illinois and others would rely on ‘such deceptive and

illegal conduct, and with actual knowledge that their acts were misléad_ing and deceptive.

 REMEDIES
46. Section 7 of theConsumer Fraud Act (815 ILCS 505/7) provides:
a. Whenever the Attorney General or a State's Attorney has reason to believe that

any person is using, has used, or is about to use any method, act or practice
declared by this Act to be unlawful, and that proceedings would be in the public
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interest, he or she may bring an action in the name of the People of the State
against such person to restrain by preliminary or permanent injunction the use of
such method, act or practice. The Court, in its discretion, may exercise all powers
necessary, including but not limited to: injunction; revocation, forfeiture or
suspension of any license, charter, franchise, certificate or other evidence of
authority of any person to do business in this State; appointment of a receiver;
dissolution of domestic corporations or association suspension or termination of
the right of foreign corporations or associations to do business in this State; and
restitution.

b. In addition to the remedies provided herein, the Attorney General or State's
Attorney may request and the Court may impose a civil penalty in a sum not to
exceed $50,000 against any person found by the Court to have engaged in any
method, act or practice declared unlawful under this Act. In the event the court
finds the method, act or practice to have been entered into with the intent to
defraud, the court has the authority to impose a civil penalty in a sum not to
exceed $50,000 per violation. ' :

47. Section 10 of the Consumer Fraud Act (815 ILCS 505/10) provides:

In any action brought under the provisions of this Act, the Attorney General is
entitled to recover costs for the use of this State.

PRAYER FOR RELIEF
Wherefore, the Plaintiff prays this honorable Court enter an Order:

é. Finding that the Defendant has violated section 2 of the Consumer Fraud Act,
including, but not limited to, by their .commission of the unlawful acts and practices alleged
herein;

b. Preliminarily and permanently enjoining the Defendant and its employees,
officers, directors, agents, successors, assigns, affiliates, merged or acquired prédecessors, parent
or controlling entities, subsidiaries, and any and all persons acting in conceﬁ or participation
- with Defendant, from continuing the unlawful cohduc_t, acts, and practices _described above in the

State of Hlinois;
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c. Directing the Defendant to make full restitution to consumers that are located in
and/or do business in the State of Illinois for losses and damages arising from the unlawful
conduct, acts, and practices described above;

d. Assessing a civil penalty in the amount of F ifty Thousand Dollars ($50,000) per
violation of the Act found by‘the Court to have been committed by the Defendant \;vith the intént
to defraud; if the Court ﬁnds the Defendan’t has engaged in methods, acts or practices declared
unlawful by the Consumer Fraud Act, without the intent tdldeﬁ'aud, then assessing a statutory
civil penalty of F ifty Thousand Dollars ($50,000), all as provided in section 7 of the Consumer
Fraud Act (815 ILCS 505/7);

| e. Requiring the Defendant to pay all costs fof the prosecution and investigation of
this action, as provided by section 10 of the Consumer Fraud Act (815 -ILCS 505/10); and

f. Providing such other and further equitable relief as justice and equify may require.
Dated: December 19, 2006

Respectfully Submitted,
THE PEOPLE OF THE STATE OF

ILLINOIS, by LISA MADIGAN,
ATT Y GEl }ILL]N OIS

’ - - . /
stheral
Attorney No. 99000 //A}ﬁ/ |

=4

BRENT D. STRATTON

MARK G. KAMINSKI

Assistant Attorneys General

100 West Randolph Street, 1 1™ Floor
Chicago, Illinois 60601

Telephone: (312) 814-8326

Fax: (312) 814-3212 .
bstratton@atg.state.il.us
mkaminski@atg.state.il.us
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g What Is Right For The Customer?

n

Doi

{ooumiient:

§
1

Acordia’s core values center around doing what is ethical and what
is right for the customer. If it is right for the customer it is right for
Acordia. We are leaders during periods of change. We maintain the
highest standards with our customers and believe in taking the
steps to follow these values:

1. Value and reward open, honest, and two-way communication.

2. Be accountable for and proud of your conduct and decisions. '
3. Do what’s right for the customer.
4. Talk and act with the customer in mind.

o Exceed the expectations of customers.

The perfect example of how we do what is right for our customers
is our policy on full disclosure. Acordia has five principles that
guide our actions and culture for responsible disclosure:

1. Leading the industry in full disclosure by maintaining
the highest industry standard set forth in the National
Association of Insurance Commissioners (NAIC) Model Act.

2. Providing our customers with full disclosure on the revenue,
including contingent commissions we earn at the beginning
of our relationship and at the time of policy renewal.

3. Making insurance placements in the best interest of
our customers.

4. Requiring that every team member is trained annually
on their responsibility for full disclosure to customers.

5. Adhering to the principles that will be enforced by
enhanced internal controls inciuding compliance
reviews and internal audits.
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About Acordia

A :
v
AT 07 21 1 N s-j

Acordia & Wells Fargo

Acordia Income Disclosure Policy
Acordia Locations :

Acordia Privacy & Profit Sharing Policy
Client's Fax Consent Form ‘
History

- Page 1 of 1

‘About

Home Contn

Acordia Income Disclosure Policy

"It is Acordia's goal to provide for transparency with our cust
sources of commission and contingent income from insurer
-disclosure on the source, the type and calculation of our co
contingent income for each customer prior to their purchase
insurance through our company. Our disclosure will include
income to our brokerage and will include income generated
placement is with any affiliate of Acordia. Our disclosure po
all of our retail brokerage operations and any transactions i
operations in which Acordia earns income directly from are
is not otherwise disclosed to that customer.

Prior to the purchase or renewal of insurance, Acordia will ¢
customer the estimated amount of standard commissions a
an estimate of contingent commissions that Acordia will rec
insurer for the placement of a customer's insurance. We wil
method on which contingent commissions, if any, will be ca
any contingent commissions we receive will be calculated i
basis of loss history during the underwriting year, we will pr
customer who purchases or renews a policy generating cor
commissions with a revised estimate of contingent commis:
after the close. of the underwriting year.

Phone numbers for Acordia offices can be found 'here.

Acordia's Commitment

Back Copyright  Terms of Use Privacy .

http://www.acordia.com/About_Acordia/commission.htm _ 12/19/2006
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. Acordia

1721 Magnavox Way

P.O. Box 885 (46801-0885)
Fort Wayne, IN 46804
Voice: 260.432.3400

Fax: 260.432.2075
www.acordia.com

America’s Insurance Specialists -

 June 28, 2005

- Mike Treacy
Metropolitan
P.O. Box 192
Fishers, IN 46038
Re: Addendum to Agency Agreement
Dear Mike,

Acordia has instituted a Disclosure Policy effective May 1, 2005, Ihave enclosed our
brochure which outlines exactly what we are communicating to our customers.

Given this situation, I am reqﬁesting that our Agency Agreement be amended to reflect
our disclosure policy. A sample addendum has been enclosed for your review and action.

Thank you very much for your consideration of this request.
Should you have any questions, don’t hesitate to give me a call.
Sincerely,

William G. Niezer

WGN/Ivb
Enclosure

cc: John Murphy

A Wells Fargo Compa ny

ACDHC00003456
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'liavelerstpatyCasualt;? One Tower Square  Patrick Kinney

Amemberof . g Hartford, CT 06183 Vm‘MM

Fax Number  860-277-3842

October 8, 1999

Charles L. Ruoff, CPCU
- Senior Vice President &

Chief Marketing Officer

Acordia, Inc. )

111 Monumeat Circle, Suite 3200
- Indianapolis, IN 46204

Dear.Charlie:

Thank you for meeting with Bill va& and me on September 21, 1999 to discuss the changes to
our Millennium Partnership program. As agreed, our original proposals and contracts are void
and have been replacéd with the attached proposal.” © 77 C o T o

Below is my understanding of what we agreed to;
Deal Parameters

. Acordia's production with Travelers Select through August 1999 is down over 10%. Based
on our original proposal and your current production trend, Acordia would not eamn a .
Millennium Override payment in 1999, Asa result, we agreed to void all prior agreements
and proposals and construct a new deal beginning with the 2000 calendar year. Both parties
agreed our 2000 relationship should be built on growing our business to approximately
$20,00,000. : ' ' : ‘

2. To incent the proper national and local commitmeant to the program, we agreed to advance
Acordia all of the 2000 Production Year Millennium Override and 50% of the 2000
Production Year Growth Incentive. ‘ '

The 2000 Production Year Milleanium Override advance of oge percent (1%) is

calculated off of Acordia's December, 1998 Writica Premium of $11,361,050. If
Acordia. Inc. fails to maintain a Written Premium Ratio, defined as Performance Year

ACDHC00009808




Page 2

Written Premium/Base Year Written Premium, of 100%, A@ordia must repay the
advance. ’ :

The 2000 Production Year Growth Incentive advance is based on $3,000,000 of net

growth on Acordia's December, 1998 Written Premivn of $1 1,361,050. We calculated

the growth incentive off a more conservative number. [f at the end of the 2000 '

Performance Year, Acordia fails to achieve net growth of $3,000,000, Travelers Select

will prorate the advance and Acordia, Inc. must repay the difference. (Please note our -
" national goal is to grow by $9,000,000 in 2000, bring our relationship to $20,000,000.)

Acordia has the opportunity to carn higher growth incentives payouts.based on the

following table.
If Incremental Growth is Use Override Rate of
‘ Less than $0 0%
$110 $3,000,000 3%
$3,000,001 to  $7,000,000 5%
. Over $7,000,001 7%

The Milleanium Override advance equals $113,611 and 50% of the Growth Incentive
- advance equals $45,000. The total advance will be $158,611.  Note - we will not adjust
the advence for net present value. . '

3. We agreed all acquisitions prior to August of the Performance Year will reset Acordia, Inc's
" written premium base. Acquisitions baving more than $5,000,0000 in Written Premium '
with Travelers Select are subject to review prior to including in our program. )

4. The Service Center will be offered to'Acordia Ageacy locations at no fee for the remainder -

of 1999 and 2000 and all new MasterPac(property/liability) placed in the Service Center will
eam a first year commission of 20%. At rencwal, the account will eam normal commission.

5. We agreed to design a contract, which would give Acordia, Inc. the authority to act on the
behalf of the Acordia agency locations. : :

10/08/99 2
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Page 3

Program Implementation

1.

By the middle of October, each Acordia agency location will provide Acordia, Inc. a
business plan outlining their strategy to achieve growth with the Millennium Partoers.

Acordia, Inc. and Travelers Select executed Travelers Select Service'Center contracts for all
contracted Acordia locations. Acordia, Inc.'s goal is for all Acordia agency locations to
move 90% of their Travelers Select accounts less than § 10,000 in premium to the Travelers
Select Service Center. Any Acordia agency location who fails to meet this requirement must
provide Acordia, Inc. with documented reasons why the threshold was not meet. We have:
included an implementation schedule for your agency locations.

The early stages of our implementation are crﬁcial to the overall success of our program.

For the next three months, we agreed to weekly teleconference calls to be held every
Monday at 8:00 am EST. The next call is scheduled for October 11, 1999, ‘

We will arrange meetings with all of the Acordia State Presidents and agency locations.
Where we do not have a relationship, we will work with you to arrange meetings.

 Thank you again from meefing with i If'you have any questions; please do rioi hésiiate el

Bill at 860-954-8585 or myself at 860-954-5698.

Sincerely,

bk

Patrick Kinney

10/08/99 | . 3

ACDHC00009810
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MEMORANDUM

DATE: August 11, 1999

TO: National P/C Marketing Committee
FROM:  Charles Ruoff

RE: Millenpium Ageacy System Partnership

Since March 1999, we have been in conversation with a number of our national
insurance company markets for financial assistance with our new AMS Sagitta system
project. With the understanding that this system would lead to lower transaction costs
ouce the system was installed, we were requesting a 1'% financial override for 3 years
on our existing business to help finance the installation. The markets we initially
approached all readily agreed to'what we called the Millengium Partnership.

Subsequent conversations indicated that these markets were looking to tic this request to
some growth advantage or cven profitability improvement. While we were willing to
engage initiatives to increase business, the Millennium override could pot be tied-to a
target GWP growth or loss ratio result. ' As of this date the following markets are
considered Millennium Partners (priority for business development) . . . see individual
memo on each:

* Hanford

e Travelers

e Royal SunAlliance

e Chubb - :

‘e Atlantic Mutual

These markets have offered supplemental incentives to the Millennium override focused
on specific program initiatives we have released to you or are continuing to develop.

The following markets, although providing initial agreement, have either tied the
override to unacceptable contingencies or undefined objectives: °

« CNA

¢ Firemans Fund

While we are still in dialogue with these markets, the prefercnce must at this time be
given to our “priority” group. This meauns that we expect to see our overall business

ACDHC00008235




August 11, 1999
Page 2

grow with these “priority” companics especially through specific initiatives. I will let

* you know as soon as further information is available.

The third group of markets was selected only after certain initial markets were not
responsive to cur request. I am having discassions to determine their interest in being
named a Priority Milleaniom Partner . . . the markets are as follows:

e St. Paul ‘

= Kemper

e Zurich

e Crum & Forster

At this time we are concentrating on the plans and initiatives put forward by our
“priority” markets to the exclusivity of all other markets. As this changes, I will keep
You informed on progress. Please communicate to all colleagues. :

CLR/bls
cc: Frank Witthun
‘ Robert Nevins
Regional CEO’s
Robert Kent
David Dorff
James Harper
~bee: Dave Hovey Bob Himmer " Fred Wilkersen
' Rich Quagliaroli Bob James Tom Hite
- Pat Kinney Joe Maher Dinos lordanou
Rich Liber Tom Rowe Jerry Czekalski
Mike McLaughlin Jerry Haug
Sv Green Dave Mathis

ACDHC00008236
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Millennium Partnership Report

Millennium Payments

1999

Total By Companv
) ) Atlantic Mutual* $ 88,899.31
Chubb** ' 696,715.00
Royal SunAlliance* 188.970.95
Hartford (note #1) 330,000.00
Travelers (note #2) ~ 158.610.00
$1,463,195.26

Travelers (note #3) -100.500.00 -
' . $1,563,695.26

*Second/Third Quarter of 1999

**First/Second/Third Quarter of 1999

Note #1 Commecrcial/Personal Lines Advance for 2000

Note #2 Commercial Advance for 2000

Note #3 Personal Lines Advance for 2000-Received in Januaryv 2000

ACDHCO00008282
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. Travelers/” = zziees.,

Select Accounts, Home Office
(860) 2776130 :
: . 277-3842 (fax;
One Tower Square (060 Tr=3Bez f
Hartford, CT 06183
April 25, 2002
* Mr. Chares L. Ruoff, CPCU : APR 26 K
Senior Vice President, Chief Marketing Officer
Acordia . '
150 N. Michigan Av_e, Suite 4100 ‘ :
thcago, IL _60601. . , , - docles pesd Alzis e T V\,\-(xlﬂ.

Re: Acordia payment

Dear Charlie:

It was a pleasure méeting with you and your staff in Sarasota. I felt the meeting was very
beneficial and was a good opportunity to share with your team where Travelers and
Select Accounts is headed in 2002. ‘ '
I have enclosed two checks for Acordia. I must apologize, as I had the first check with

me in Sarasota to give to you. This $12,834 check represents the balance of the 2001 1%
millennium override, minus the additional half percent service center fee.

Commission Override

© 2001 Written Premium  $18,292,000
Payment Factor 1.0%
Total Payment $ 182,920
2001 Advance $ 145,000
Additional Amount Due $ 37,920
Policy-in-force Override 0

Service Center Fee .5% adjustment $ _ -25.086
(utilization of 71.5%, is 1.5% fee range)
Net amount due Acordia . 3 12,834

 The second check is the 2002 1% millennium partnership advance. The $182,920
represents the Written Premium as of 12/31/01.

‘Again it was great seeing you in Florida, and I look forward to making this a great year
for the Travelers and Acordia partnership. : -

Very truly yours,

ouglas W. Goodwin

Cc: Chris Suttmeier
ACO0001198
CONFIDENTIAL
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\

Major Market Status Report
Page 2
July 2002

Hartford . Millennium Agreement, January 1, 2000 - December 31, 2002
‘ (applies to Select Commercial and Personal' Lines business)

As with Travelers, we have a multi-year agreement in Select (Small Commercial) and Personal
- Lines. Howeveér, Hartford gave us a'three-year growth incentive (no override) advancing us

© $250,000 for Select and $80,000 for Personal Lines in 2000 against anticipated growth
assumptions provided by Acordia offices at that time.

CNA _ Preferred Market Agreement, January 1, 2000 - December 31, 2001

Although CNA was unwilling to provide us with a straight override in late 1999, they did offer us
a dual component agreement on a three-year basis in 2000. The dual components entailed 1) a
growth plus loss ratio target combination and 2) a renewal rate growth persistency incentive.
While we obtained nothing.on the first component, the firming of the commercial lines pricing
gave us an incentive payment of over $1 million for 2000 and 2001 combined. In October 2001
CNA advised that they wanted to continue the agreement but needed to renegotiate the
incentive criteria. CNA has assigned at least three different national coordinators to the Acordia -
account and currently we are in negotiation with John Hennessey, CEO of the Central Region,
on the 2002 terms. On June 25 a tentative agreement was presented, to be retroactive to
January 1,2002, and it is under negotiation.

St. Paul ‘ January 1, 2002 - December 31, 2002

We have just signed a national agreement with St. Paul on our Small Commercial business that
included a .5% advance override on 2002 (using 2001 actual) plus an additional override of .5%
on certain conditions plus a growth bonus based on written premium increase and policy count
increase. The additional override and growth bonus would be payable in 2003.

Metropblitan Life ' January 1, 2001 ~ December 31, 2002

We renewed the 2001 agreement that paid us a growth incentive in 2002 for business in 2001.
While we look forward to client business growth, we also are exploring the ability to obtain credit
for Wells Fargo LTD and STD business currently placed directly with Met Life. This business
could ultimately generate $250,000 in override commissions plus any direct commission as
broker." : - g :

Other market initiatives under discussion:

Kemper

Zurich (Enterprise Program)
Travelers Middle Market
Hartford Middle Market

ANY0500908
CONFIDENTIAL
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Conclusion

We do not take on this partnership Withomawﬂlingm
to smpon»hwithacommiuhemftombmmbstsenior
executives. The following executives from Acordia have
- assumed the indicated rwpomﬂ:ﬂxﬁw

e Robert Nevins - As Chief Operating Ofﬁcer all .
business develop@ent issues wﬂl be undertaken with the
reglonal CEO 8 to insure compliance with business
stmtegxes dlat may be agreed.

« David Dorff  As Chicf Financial Officer, all financial
arrangemcnts relauve to this partnershxp undertakmg
wﬂl be under his direction.

. Bob Kent - As Business Technology Officer, he has

responsibility for implementing the business interface

ACDHC00008197
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Suite 3200

lediaaanedis, (N 46204

(317) 488-2514

Fax (317) 488-2508

- E-Mail: chades_rudf@anmlia o

Acordia, loc. ‘ Cherles L. Raoif, CPCU : B ; .
111 Mmoot Cin:le Srnuw Vier President ' %Ord_la

August 9, 1999

Mr. Bob Himmer

Senior Vice President -

Atlantic Mutual [nsurance Co.
Three Giralda Farms

Madison, New Jersey (07940-1004

Re: Millennium Partnership
Dear Bob:

Thanks for your joint letter of July 30th apd the check in support of our. Millénnium project.
Please extend my thanks to Richard and Randy as well. : )

The additional incentives for growth of our business are appreciated and will be pursued as
aggressively as possible. I would like to meet again to speak on how we acmally will
irplement the initiatives and who within our companies need to be charged with taking them'
forward. T will be in New York City the moming of August 24th and August 27th. jf those .
dates work for you, and will provide some discussion paints prior to our meeting.

Finally, our National Marketing Comrittee has been a focal point for our field office contact
and they will be meeting on Long Island (Garden City Hotel) September 28-29. You and your
calleagues are welcome to join us for dinner on September 28th and review our initiatives for
discussion the morning of September 29th :

 Please let me know which of the August planning dates are aocép;t'able and if you can attend our

marketing mecting.
Thanks again for your response.
Sincerely,

Charles L. Ruoff

CLR/bis
Attachment
cc: . Frank Witthun Kevin Conboy
bert Nevins Daa Goldapp
David Docff Andy Patemo
Robert Kent James Wells . i
James Harper National P/C Marketing Commicee

ACDHC00008249
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Acordia ' John Hoovre, CIC .
7701 York Avenue South, Sulle 200 - Senior Vice President - ' : %Ordl a

Minheapolis, MN 554355238 Markefting
Tel (612) 830-3059 o

. Fax (612) 8303048

CONFIDENTIAL

- Date: 10-8-99
To: : Biil Niezer
Bill Brunett
Greg Gates
From: " John Moore
Re: ) Millénnium Partnerships

increases.

An outline summarizing the Millennium Partnership Agreements was recently circulated to you. The
following will expand on that information and provide some addttional clarification. Although-the
details of the agreements should be kept confidential, information should be shared with 'managers
and others in your offices to the extent that it will help to maximize the incentive payments.

All of the Millennium Partnership Incentives are based on our existing book of business plus new
business written. Loss ratio is not a factor. Retention is a factor only to the extent that it increases
or decreases the override payment. In other words, incentive paymerits will be available regardless
of loss ratios or retention percentages. With the exceptions noted below, the Millennium
agreements should have no effect on your negotiation of local or regional incentives or profit
sharing.

" Offices not contracted with a Millennium Partner are encouraged to consider entering into a contract
“or expanding the current contract as necessary to take full advantage of the incentive plan.

. Production and payment results for each Millennium Partner will be circulated to you on a quarterty

basis. Payments will be allocated to each office in December in.the form of a credit to EBITDA
based on prorata share. Offices should not budget for this except for the direct commission rate

Chubb ‘
Applies to entire book of Gross Written Premium (GWP) including all lines of Commercial and
Personal.. ' .

Acordia has agreed to emphasize new business production for Personal Lines and Executive
Protection / D&O. ' '

Our Region will be negotiating an incentive for growth that will be in addition ta the Millennium
agreement.
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Attantic Mutual : )
Applies to entire bock of Gross Written Premium (GWP) including all lines of Commercia! and
Personal. : v .

An incentive for Acordia’s growth on a national basis is built into the agreement. The factors start at
1% and range up to 6%. An outfine of the tiers has been requested from corporate. This growth
incentive takes precedence over spedial local or regional plans, but does not affect local profit
sharing agreements. ‘ :

Hartford . o

Limited to Commercial Select Customer and Personal Lines.

Acordia will emphasize placement of business into the Hartford Service Centers for both .
Commercial Select Customner and Persenal Lines. The Service Center fees are waived on all new
business. The renewal fe¢s are 1% on Commercial and 2% on Personal.

7% additional commission will paid on new Commercial Select package business. For Personal
Lines, 3% additional (i.e. 18%) applies to new and renewal Homeowners, Infand, Standard Auto,
-and-Umbrella. Legacy Tier Auto / Umbrella and EQ remain-at 10%. Details on a Hartford Persanal
‘Lines Profit Sharing Agreement will follow. It is a national agreement that is payable to each office.

An additional incentive for Acordia's growth on a national basis is built into the Hartford agreement. -
The factors start at 3% and range up to 5% for Commercial and 1% to 6% for Personal Lines. An
outfine of the tiers has been requested from corporate.

Travelers

Limited to Travelers Commercial Select and Personal Lines.

Acordia will emphasize placement of business into the Travelers Service Centers for both
Commercial Select Customer and Personal Lines. The Service Center fees are waived on all
commercial, and reduced to 1% on ali Personal. :

. . ~

5% additional commission will paid on new Commercial package business; 5% additional on new
Personal multi-dine accounts. o

An additional incentive for Acordia's growth on a national basis is built into the Travelers agreement.
The factors start at 3% and range up to 7% for both Commercial'and Personal Lines. An outline of
the tiers has been requested from corporate. .

Royal SunAlliance ‘ ' :

- Applies to entire book of Gross Written Premium (GWP) including all lines of Commercial and
Personal. :

Acordia has agreed to emphasize new business production for Personal Lines, Executive Protection
/ D&O and Integrated Benefits. '

Our Region is negotiating an incentive for growth that will be in addition to the Miliennium
agreement. )
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. COnﬁdenﬁal'y '

Maintaining the confidentiality of the Millennium Péltﬂeﬂ;hip agreements is essential. Disclosure |

- outside of Acordia has the potential of voiding them.

¢: Dan Goldapp
Bob Slovin
Charite Ruoff
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Millennium Agency System
Partnership Plan

Purpose and Objective

The objective of this plan calls for Acordia to engage in a partnership with a few key
national markets to achieve: ' ’

a) Enhanced revenue and/or financial assistance to offset and minimize the costs
associated-with the AMS Sagitta project; : :
b) Strength of relationships ﬁm Preferred Market Providers;

¢) Provide a platform for developing model internet interface and new business
processing techniques. :
Partnership Selections
Our selection of markets will be based upon Preferred Market status of existing
insurers indicating significant existing business and their critical status in our Jong-term
business growth plans. While some 10 markets have been selected for Preferred status, _
only the following are likely to be serious candidates for this plan: .

Kev Pre&l;red Markets -

CNA Royal SunAlliance

Chubb Travelers

Hartford Atlantic Mutual -
- Fireman'sFuad - ' .

Realistically, we might expect to reach final agreements with only 5 of these 7
markets. This should be a manageable number for achieving the objectives of the plan
especially if substantial premium growth becomes one of their requirements. '

Insurers who arc not on this primary list, but who might be considered alternates
if we fail to attract a sufficient number from the primary group as noted below:

Uncertain Market Alternatives

. St. Paul ~ uncertainty over future direction givén new President in pl'ace and
: poor integration of the USF & G business they acquired.

" Zurich - Have divided company into too many SBU’s which operate
virally independently and report up to either Zurich American
in Schamburg or Zurich Commercial in Baltimore (formerly

* - Maryland Casualty operations)
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Traditionally a very small participant in our agency business

- Kemper-
50 relationships are not extensive in the regions.

‘Wausau - focused mostly in Risk Management business and while .
Commercial (middle market) business is growing, it is at a very
slow pace. . ' :

Reliance- Acﬁvc in all but two of our regions and expect they will continue
to grow, so positive about using them as an alternate. .

CIGNA - We have more benefit business than P/C and recent announced sale

To ACE htd. in Bermuda puts uncertainty over nature of our future

relationship. .

In addition to the above ﬁxarkets, we considered appfoaching AIG; bowever, this

warket is very transaction (rather than relationshi

p) oriented, interest is specialty lines °

almost exclusively and have closed down iheir middle market initiative (i.e. Regional
Company strategy). Other markets such as Safeco, Westfield, etc. are important regional
markets, but lack broad represeatation in our business portfolio or sufficient GWP to be
meaningful. They could be useful if we ask regions to adopt a regional supplement to
this national plan. ‘ : : .

Fipancial Objectives

We might achieve the financial objectives in a number of ways, and we should leave
the mcthod to the discretion of each insurer. The form of the financial enhancement
might be any one of the following: : :

a) Grant ~ this would be a specific.sum that would be based on current writings and
-only require implementing model"business processing oo some preferred basis.
(i.c. before other markets)

b) Overide Incentive — an incentive commission over and above office or regional
contingent bonuses or incentive deals,..an incentive equal to 1% of GWP would
be a target possibly tied to some growth in business or other requirements.

c) Loan amngcrnm( — similar to the override above except repayable if a specific
business target is not achieved.

d) Loan guarantee — 10 guarantee a loan repayment to third parties so our cost of
~ funds would be lowered. : :

e) Purchase/Lease arrangement ~ to purchase equipment for our use which lowers or
eliminates our expenditures. : ‘
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v In general, we would prefer the Override Incentive over a 2-3 year period (see
Exhibit A), but this will depend upon what growth or other conditions are tied to this or
any other agreement. In addition to business growth targets, markets may provide other
stipulations on business retention ratio; new business success ratio (Le. quoted-to-written)
or sell designated lines of business, industry groups or programs. We need to be
receptive, but realistic on how these may be achieved.

We should be prepared to share our cost projections for full implementation of the
AMS system as part of our presentation to insurers. .. perhaps we can use the same
materiel as provided to the Board. :

Business Objectives B

.We necd to stress the advantage of parficipating markets in working with us to
develop and implement the AMS technology in business processing. This could have
material benefits to them having the inside track for future business developmeant and
processing cost reductions with all of the Acordia offices. We should not minimize the
value of this abjective to our markets as it has long-term significance greater than the
near terrn GWP growth. - .

‘We will need to provide resources to work with their technology/business units to
actively develop this aspect.

Implementation:
To achieve our desired objective, we should f‘ol_low the plan below:

« Direct personal contact by Bob Nevins to the insurer CEO to briefly describe the
objectives and to establish mecting date with Acordia Senior Executives;

e Senior Acordia cxccuﬁvs comprised of Nevins, Dor_ﬂ', Kent and Ruoff should ‘
attend the subsequerit meeting presentation; S » :

* Presentation shauld be prepared describing the magnitude of the AMS project
with financial and business dynamics; : :

» Potential business linkages with growth and mutual economic efficiencies should
be presented; and '

e Form of financial assistance should be presented in form of Override Incentive
but allowing for other alternative methods to be coasidered.
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Market Contacts
' The following individusls should be our initial contacts:

CNA . Phil Engel (since departure of CEO, Phil necds to guide us

to Fhe,right person) :
Chubb . Dean O'Hare, Chairman - Telephone 908-903-3565

" Fax 908-903-2003

Hartford Ramani Ayer, Chairman, President & CEO -
: Telephone 860-547-5788
. _ : Fax 860-547-6097
Fireman’s Fund ~ Tom Rowe President, Commercial Lines :
‘ Telephone 415-899-3342
_ | 4 Fax 415-899-2121

Royal Sun Alliance  Terry Broderick, President

‘ Telephone 704-522-2000

. : Fax 704-522-2748
Travelers Chuck Clarke, Vice Chaimman
Telephone 860-277-7763
Fax .860-277-8156

Atlantic Mutual - Klans Dorfi, Chairman :
Telephone 212-943-1800
_ : Fax 212-408-6123
Driving Process for Successful Results

Acordia:

Assign target growth requirement to regions;

Targets become part of office/regional management objectives;
. Discuss progress in Monthly CEO reports; and .

Quarterly monitoring of regions progress for national incentive (i.e., send
additional person to Sales Conference in 2000) :

Markets: : ‘ : |

Full acceptance of Preferred Market requirements:

Positive underwriting approach to aid growth; ‘ :
Continuance of existing direct and incentive commission agreements; and
Action on account development, business retention and product training
programs . »
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Acordia/ Markets Together

CLR/Af

Assign senior executives and other resources as necessary to achicve
objccnvcs

Mect as nccasary to resolve issues or dxﬂicultus with resourcc allocations

or local commitments
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Iodianspolis, IN 46204 .

(317) ¢88-2514
Fax: (317) 488-2508.

o o ‘Hcordia

== COPY

MEMORANDUM
DATE: September 7, 1999 ' . ' 0
TO: Kevin Conboy - .
Dan Goldapp o . : )
" Andy Patemo
Jim Wells:
FROM:  Charles Ruoff (LK
RE:: Millennium Partnerships

As mentioned in my memo of August 11® the Millennium initiative has developed
supplemental incentive offerings from a number of our markets while others have
disappointed us by requiring ties to profitability targets. . : o

At this time the priority for business development must be given to the following

markets:

Atlantic Mutual
Chubb :
Hartford - -
Royal SunAlliance
Travelers P&C

In addition, it should be noted that CNA and Fireman's Fund have declined to support
our financial plan without profitability stipulations. We are therefore not inclined to
support any business growth with them at the determent to our Priority Millennium
Partners noted above. Please be guided accordingly in the future business plans within
your region. I will shortly be sending you a summary of the plan(s) riegotiated with our
priority markets along with a projection of anticipated supplementa] revenue that could .
be generated at various growth in GWP figures. Most of these markéts have requested
that the terms of these arrangements be kept confidential for competitive reasons (ie.
other markets and brokers). Please caution your colleagues accordingly but they need to
know that significant revenue and strategic partnerships are at stake.

I think it would be prudent to ba;/c the members of the National Marketing Committee
act as a focal point for thes: plans as they have been close to the development stages that
have taken place. In fact, several of these markets have participated at our committee
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September 7, 1999

Page 2

meeting which included discussion of how to implement the plans. We peed to keep
some simple guidelines in mind: ' .

(1) we need manage and work at this business consolidation process as it will not
happen automatically; ‘ :

(2) the service center approach (Travelers and Hartford) on small commercial and
personal lines must be given careful consideration and planning especially in
light of future expectations on margin improvements; :

(3) there could be local conditions which may preclude implementing one or
moore of these market initiatives....we don't want to force those issues but you
need to sign off on them. Please keep me informed and be sure we have valid
reasons and not just excuses. : ’ .

(4) all of the revenue generated to the corporate office out of these initiatives wili
be credited back to each office on the basis of the contribution to the final
result at your cnd. In some cases new or supplemental revenue is payable

. directly to the office in the direct commission enhancements;, . .

(5) offices that need market appointments can arranged through the Marketing
Committee who can also serve to resolve any local issues with the regional
executives of these markets.. .any unresolved problem can be referred to me; .

{6) nonc of these incentives are loss ration sensitive.

I fully expect that we can further improve these terms being offered in future years but
only if we use the leverage of our existing business and.new business opportuanities to
deliver some growth. In the near term with our basic Millennium Override and some
carly progress on these growth incentives, we could end 1999-with a total of $2 million in
warket payments. We need help throughout the regions to make this happen. Your
support is appreciated and will send you details shortly.

cc: Frank Witthun Jim Harpcr

Robert Nevins Robert Kent
David Dorff Jack O’Connor

P.S. We are still in discussions with Crum & Foster, Kemper, Zurich and St. Paul but no
commitments have yet been made.
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0CT-19-1899 TUE 10:28 AM ACORDIA

Seplember 30, 1999

Dave Mathis, Chairman
Kemper Insurance Group
One Kemper Drive

Long Grove, IT. 60049

Re:  Millennium Partnership
Dear Dave:

Last week Acordia bad its Anmnl General Management Meeting in Denver, which
included senior management and regional/ofTice maonagemcat of the company. [ had the .
opportunily to present a detailed description of the markets, which have responded 10 ovr
pactnership plan. While noting that your company has elected not to participate at this
time, [ remained hopcfut that you.might still do so iu the very near fiture. The cmphasis
on the Milleanium partncrs as our priority miarkets for the remainder of this year and into
2000 was a kcy objective of this meeting. Wc would still like to find an appropriatc
position for your compaay but need to keep it within the coniext of those markets that
have stcpped forward to our initial invitation. Pleasc let me know if we can find a

- solution before our marketing plans for the next 18 months exclude you from growth
potential.

-Sinccrely,

Charlcs L. Ruoff
CLR/bsv

Fred Wilkerson
Kemper Insurance Group

cc:
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\

Anderson, Bruce W (Comm Lines, HO/EM)

From: Anderson, Bruce W (Comm Lines, HO/EM)

Sent:  Wednesday, December 10, 2003 11:25 AM

To: - Tom Hite (E-mail) ) _

Ce: Monaco, Donato (Cormun Lines, HO/SBD); Lange, Mark (Comm Lines, HO/CS&AM)
Subject: Atlantic Mutual '

Tom, foflowing on our recent discussion. ... _the sale of Alantic’s commercial business to OneBeacon presents an
opportunity for us to step up the local discussions Hartford regionals already have underway with Acordia offices.
We previously had identified Atfantic with you as a ‘vulnerable company’ for purposes of the consolidation plece of
our joint 'share shit plan. Now with that business going to a non-Partner Market for Acordia, we're hoping to sée
Wawwammamwdiveslamwimbmloﬂbesmswmmgbushessb PMs like Hartford, What
we'd envision Is. something similar to what we've done sutcessfully with a few other broker partners, whers Kevin
mchusengsaoonmmtzﬁontoprMoM‘felnmrdngmenwdmmigmtemPMs, quantifying the benefit
ofdoingsowimmeAﬂmticbook.anddﬁecﬁngﬂwmtohvorﬂaﬂfordm'ﬁrs!andhs; X :

Taking a page from other communications we'Vve seen, it would make these 4 points:

« reinforce the Partner Market strategy and use the AM/OneBeacon announcement as an example

s Hartford has stepped up to work with us on this opportunity and has put together the attached business
case to demonstrate ‘what's in & for us’ with key Acordia offices. For example, they project we will could
earh an additional $1m in local and national bonuses (including our new Partnership Bonus) by moving
even 1/2 of our AM book , : . | ‘

¢ Hartford tefls us thelr underwriting appetite afignment with Atlantic Mutua is very favorable, in some cases
up lo 80%+ - '

» They have committed field underwriting and marketing resources to profile and transition these books, and
to give Acordia/AM subrrissions priofity in return for firstlast look ] AR

1 think this would be a solit example of demonstrating our joint commitment to the ‘share shiﬂ‘.pla'n and give us a
production boast going into 2004. Wa can have Ramani or Oave Zweiner call Kevin if you think that would be
helpful. Let me know what you think. We can also discuss at our meeling next Thursday in Chicago. Thanks for all
your support. ‘ : : : :

Bruce

* NYC, Moristown, Minneapolis, Encino, OH, Northem Cal; Atianta

12/10/2003
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Charlie Ruoff

"

From: josephine_maturo [josephine_maturo aoordia.éom]
Sent: ’?uesday.?ebruary 05, 2002 2:45 PM@ I
To: charles ruoff (E-mail)

Subject: FW: Travelers- Personal lines

Charlie, he;e is response from our Atlanta office. I believe Sam Ellington
responded directly to you for the West Palm Beach office. Will advise
shortly on Clearwater and Alabama.

Jo Maturo

————— Original Message-----

From: Susan Hartsfield {mailto:susan hartsfield@acordia.com]
Sent: Tuesday, February 0S5, 2002 3:29 PM

To: josephine maturo (E-mail)

Cc: tony salvatore (E-mail)

Subject: Travelers- Personal lines

Hi Jo...Hope you are doing great‘..;Tony asked me to email you a response to
Charlie Ruoff's inquiry about our placing more '
business with Travelers in the future..... Since Travelers is not a high

valued market (product and claims '), and we target only the

.affluent (or emerging!) to compliment our markets and business strategies,
it is unlikely we will show a dramatic increase in

volume out of our Atlanta operation. I am the only producer and also have
manager/team leader responsibilities, and it is pretty much

up to our 4 account managers to support Travelers with spinoff business and
MetLife rollover. Travelers has helped us with taking .

some small Encompass accounts through their service center (54000 in premium
went to them last year}).... I never had Travelers . . '
until the Millenium deal was instituted .and had to politically explain to

CNA (at the time!} why I would be moving some accounts

from them....I predict another 50k in premium to Travelers this year. They

have.a Select Homeowners policy which I do not_have .

access -to §nqw;§~£§_ge§gqnggwtpguaﬁj;ygnp'cliengng, However, with Ciiubb,

Atlantic and FF, I do not need any more afflusit ‘

markets! Plus, I think Travelers just cant respond from a claims philosophy
standpoint (ie- agreed value settlement on property).

We ¢learly need the market and may eventually move ‘all the Encompass to

TTavelers BUE there are coverage disadvantages in
doing so.. The one way we could give them more buSiness' is if they had a
call in service center where we could have spin off or

small accounts call them to issue policies with us as broker, at a reduced
commission . Doing the applications, costimators and

credit underwriting is very tedious, and the underwriting quidelines and

"stiplulations are way too detailed to make it cost.effective

to place a new account with Travelers. I will say their marketing rep, Andy
Polansky, is one of the greatest and they are lucky to : :

have him on board! Hope this helps....Susan

\

([ ACO0001175
| CONFIDENTIAL |




Exhibit 18




] ‘08va1Y)D)
© £00T ‘9T 4oquiadad

- Sunoopy &Em..wbs.n Bd

| wtpaoas i |
. WA r ..

ACDHC00009494




sanranpoddo ISH ‘OIS

- yoddng -

ead ddH/O3d

sdnozn) sonoeld -

| TeIIGUIO) RS 1S9M UTEIINOI
[eTUNJA SRTERY

STONEPI[OSUO)) -

(1D TRWS PUw 93BN A[PPTIAD 119S-X mzua
SSOUISNY MON

SATERI] , SIONTBIA JO UORBPI[OSUOD),,
$9030 Atunyodd() e1pI0oy
snuog Ansnpuy 10858, 1918 9PPIA

PR 109198

weﬁm dIA
1580210, snuog maﬁogm

simssy OIH / BIPI0AY ALX £00T

© SNLVLS NV'Id «LATHS TIVHS:

~

SEALLVILINI $007

JLVAdN TVIONVNIA

Qﬁ@hpmﬂ . - ::.._:...,w..»..s.

r

epuaSy

ACDHC00009495




Exhibit 19




 £00221/2)

. sessyd oMy
- | eseyy Joj ejqjsucdees
- BIpJOJY / 8{|opA

P

[BIIUSP|JUOY - PIoJBH 8y ]
wnpuaud WY qms p ez(s
[QUBWAISY| pajonb %2 9] aIvy ckB!wS 8 ssauBoud ‘Bupods Wiy
u gal ssBujeNq 0Ny pejasdxe Ezeomm.. .nvsu_oﬁoooe&s .l - jowndo-qre so;  -sesnpuy | 9IBP0F
| =uomanszi$ = jok0geym  'Bupods-aud pus o peusasds wbipy | Sinvey
 joeBaisAB ® o) 9jeAoslqo  enso) Alsnpu) Euﬁﬂﬁzﬁ..ﬁhn_: . w2edsaud by ueg | 18IV
B0BjO¥QEL  RIOIMEN wimoeng  PY 10 %08 SIioM 0¥’}
‘PIOJUBY 6y) asp
: . ©oeleund - oypaljwaneeg | -xAq'ebaBus
wnpwad KW uBy JaNeq X9 PInGYS YSiYM 0} J80npoud 8igys @ 8|8 .
isjuswasdy| pajonb * %S 8] a8y 10 %001 'eBms 8jpIoOY ‘Buposs W
| UIWOZS @ seeyysng aonp paoadxe |myjwigns ajonh o) jpuajai WY (swpido-qns o) sejasnpu| | suopeissdry
S YoBRXSTLS  JO %03 WM ‘Bupoos-aud pus oy 0} 188 S|joM eAje0Ry N0 pousaIds ebuey LIV
ioeBuoan ® o3 eieAn3siqo  enao; Ansnpuy; 1M Sjeuejas 1M 18y) " sedsoud ¥y s3u8(1d
| 8unodd8 08 PIOIIBH . olimy o3 eng 988y} }0 %09 whimpoxos = . SlloMm 00F'L

s __5

- ACDHC00009518




Exhibit 20




Page 1 of 3

Scott Isaacson

"From:  Scott Isaacson [scott_isaacson@acordia.com)
Sent:  Friday, June 13, 2003 4:46 PM
To: . ‘kevin_conboy@acordia.com’ )
Subject: FW. Acordia - Wells Fargo Middle Market Cross-Sell

With this middie market initiative along with other activity, we should have a good chance of achieving a
significant additional bonus from Hartford for the next two years. Il discuss at next weeks meeting.
~—0riginal Message— .

From: Louis Daniels [maito:louls_dantels@acordia.com])

Sent: Friday, June 13, 2003 8:19 AM

To: 'Anderson, Bruce W (Comm Unes, HO/EM) )

Cc: "Tom Hite (E-mai)"; 'Scott Isaacson (E-mai)’; ‘Monawm, Donato (Comm Lines, HO/SBDY'; Elia Zamudio (E-
mail); Ken Peterson (E-mai); Kaml Rajan (E-mail); Dave Headden (E-mail); Mark Hoffmann (E-mail); Tom
Ademite (E-mail); Vince Mantione (E-mail); Garry Groves (E-mail) : .
Subject: RE: Acordia - Welts Fargo Middle Market Cross-Selt

Bruce this demonstrates real commitment on the Hartford's part and | think you will see us reciprocate in retum. it
certainly helps when both partners share an equal desire to roll up their sleeves and make something happen. |
look forward to discussing the plan in more detail at our RBDO meeting in Chicago next week. We are staying at
the Hyatt right outside of O'Hare, Efia my assistant can give you more detailed info. _Thanks.

Regards,
Lou

——Original Message-— i

From: Anderson, Bruce W (Comm Lines, HO/EM) [mailto:Bruce Anderson@thehartford.com}
Sent: Thursday, June 12, 2003 4:27 PM ,

To: Lou Danlels (E-mail) .
-€c: Tom Hite (E-mail); Scott Isaacson (E-mall); , Donato (Comm Lines, HO/SBD)
Subject: Acordia - Wells Fargo Middle Market Cross-Sell” N _ :

Lou - thought you'd want to -éee how we're positioning the opportunity with our field leaders. Gary
Thompson is-head of Middle Market at Hartford. A lot of enthusiasm is being generated as we talk to
-the RVPs. Looking forward to seeing you and the BDOs onthe 25th. .

——Original Message— - :

From: Bacewicz, Carrie (Comm Unes, HO/CS&AM) On Behalf Of Lange, Mark (Comm Lines,
HO/CS&AM) v

Sent: Thursday, June 12, 2003 4:20PM - ' ’
To: Walton, Ken (Comm Lines, OPER); Hametiaux, Kevin (Comm Unes, No. Cal/RO); Mathewson,
Gary E (Comm Lines, So. Cal./RO); Stevens, W Scott (Comm Lines, Denver/RO); Sprunger, Rex
(Comm Unes, Denver/RO); Ketterson, Jim (Comm Uines, Chicago/RO); Nelligan, Tim (Comm Uines,
Dalfas/RO) ' _ i

Ccz'Dobrzenskl, Mark (Comm Uines, Westemn Division); Becker, Dave (Comm Lines, CHAR/CENTER);
@COMM WEST MM Mgrs; @0COMM BTSM; Girvin, Christopher L (Comm Lines, Deboit/RO);
Lepouttre, Tom (Comm Lines, Detroit/RO); Kurtz, Karen (Comm Lines, Chicago/R0O); Nichols, Robert:
(ETSD, IT), Seaman, Chris (Comm Lines, Denver/RO); Kellett, Jeremiah (Comm Lines, Sac/RO);
Cole, Latisha (Comm Lines, So. Cal./RO); Woll, David A (Comm Lines, Denver/RO); Fairbrother, Lisa
G (Comm Lines, Denver/RO); Lormis, Sarah (Comm Lines, San Antonio/SCIC); Law, Rick ) (Comm
Unes, HO/CBI); Amaud, Mike H (Comm Lines, Detroi/RO); Galvin, Tim (Comm Lines, Chicago/RO);
Ward, Jim (Comm Unes, Detroit/RO); Anderson, Bruce W (Cemm Unes, HO/EM); Monaco, Donato

6/16/2003
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Thomas Hite

From:
Sent:
Yo:
Cc:
ject:

" Thomas Hité

Wednesday, January 28, 2004 10:02 AM
‘Tom Schaeffer (E-mail)’ .

Scott Isaacson

Atlantic Mutuat Business

Tom, as you likely know, One Beacon will not be writing business in Ohio for Ohio based agents and brokers. As you are

contempiating what you will be doing with this busi

ness, please consider the Hartford. They have stepped up with

incentives that could increase both our local and national payouts. Moreover, they have studied the book in general and
feel that they have an appetite for the business. Last, they will provide resources to profile the book and will give any AM
business we submit a priority in exchange for first/last look. -

| understand these kinds of
interest in the AM buslenss

Tom

decisions need to be local, Tom. | wanted to be sure that you waré_ aware of the Hartford’s
and what they are willing to do to secure.it. .Please let me know if you have any questions.

\
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P&C Marketing Group Meeting
October 23, & 24, 2003
Chicago, IL

Attendees: Don Benoncib, Janis Dunivin, Tom Giffen, Tom Hite, Donna Maddox, Jo Maturo, Tina Rickert,
Judy Rose, Becky Sonsalla, Donna Wilson, Stu Young, Chip Young '

P&C Updates — Tom Hite

Greenbrier . .
Three messages were given to the companies we met with at Greenbrier:

1. Acordia is investing in people fike Tom Hite, Dennis Donahue, Mark Green, and Nabeel Tanveer to
create corporate resources so we can make successful brokerages even more successful,

2. Cross sell with the Bank is working. We have brought in $100 million in premiums so far as a resuit.
The cross-sell group will meet its goal and expects to grow significantly next year. :

3. We would like carriers to recognize Acordia as having a national sales force. The carriers understand
this and realize that they need to cooperate more. Hartford and Travelers already look at Acordia on a
- national basis, but still.don’t treat our offices the same. ' ’

We also met with. Westfield Group at Greenbrier. They are only slightly smaller than a company like ACE.
Westfield is hiring people from outside the company for the first time in its history. They want to set up
meetings with offices in Indiana and Michigan to grow the business. Donna Wilson mentioned that the
Midwest region has a large, stable book with Cincinnati. Chip Young mentioned that Westfield has
opened a surety office in Pittsburgh and that is now their biggest surety office, although we don't have
any P&C business wilh Weslfield yet. Tom Giffen mentioned that our West Virginia agreement is a master
agency code with sub-agency codes. We will have five agencies in Virginia, and if Westfieid gets
adequate business from those five, they will not add any agencies to the agreement. '

Tom Hite will get Westfield in touch with Jo Maturo in Clearwater and with Tina Rickert's area. -

The Acordia pérson who heads up the school business is unable to get an appointment with Indiana
Insurance. Indiana tells us that any account over $75,000 now has to go to Wausau becausé we have a
Wausau agreement, but Wausau is declining the business. Tom will talk with Scott Isaacson,

Small Business Initiative : .

Tom Hite is working with Wells Fargo Insurance (WFI) to understand its small business customers. We
have-agreed to run a pilot in Minneapolis because it's a sizeable office for us and for Wells Fargo. Tom
goes to Minneapolis next week to begin the process. '

We have agreed with Wells Fargo that companies under $2 million in sales should go to WF! and all
others above that go lo Acordia, This is an arbitrary division because customers will uitimately make the -
decision, and some industry groups that will be treated differently. Wells Fargo will pull business mainly
through the community banks using direct marketing techniques. Acordia will pull customers by working
with relationship managers and business bankers to develop opportunities. ’

Weé do small business differently everywhere we go — we need to establish a best practice and )
communicate that throughout our organization. How do we get the business, what do we do with it when
we getit, how do we service it? If we're going to cross seli to Bank customers, we have to'do it more
efficiently. Tom is trying to get more than one view of how this business is being handled.

Wells Fargo will only use insureZone for the small business initiative, mainly for the sake of convenience.
We are still waiting for information from the Bank as to how the commissions will be paid to Acordia
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offices. Once we get that information, we will be able to talk with carriers about the initiative. Qur S
preference would be to go directly to camiers for the best quote. Very often, business goes to the one that
gets in the first quote. '

Tom'’s view is thal if customers are willing to use the WF platform, it will be less expensive because Wells
has more resources than we do. The customer will be better off on that platform. We can refer customers
to Hartford that don’t want to use the Wells platform and that are too small for us. :

We will be getting SIC codes and will sit down with enough underwriters that we'll be able 1o find the nght
one to handle this type of business. '

Real Estate Program ’ o

Tom Hite has become the point person for Acordia for the Wells Fargo Real Estate Group. He will start
working with the bank and Acordia offices to get the real estate initiative off the ground. We thought that
AIG had a proprietary program, but it fell through. Tom has had conversations with Liberty, CNA,
Travelers, St. Paul, AIG, and Wausau and has a summary of classes thal they want and don't want. The'
information was sent to the BDOs with the understanding that when there's a relationship involved, they
will pass it on to Acordia. Bankers in the Real Estate Group have more control over their customers and
get better introductions, so we should have a better chance of getting the business. Tom Hite will send
REG information to the P&C group.

There are also bankers that specialize in agriculture and gaming as well as other parts of the bank that
are natural customers for us. Tom has asked for information from the Bank by SIC code so that we can
get a view of the Bank customers. We can then talk with our underwriting partners and ask for
informalion on their appetites. We are aiso working to educate the bankers about our criteria. We want to
identify customers and underwriters and work to put together something that looks to the customer that
it's available only from Acordia. Agriculture is the largest key segment for the Bank. We are looking for
markets for business other than crop and hail. Tom asked the group to email him the names df the
agriculture specialists in our offices. Tom's job is to try to find out where in the organization we have’
that business and which carriers have an appetite. If you have brokers that are specialists in this
area, send contact information to Tom. . :

The suggestion was made that we put together a branded program for habitational using layered
“coverage. Tom Giffen said that the Charleston office was able to take two accounts away from Marsh
because we were able to put together a layered program with Chubb as the main carrier. Most of these
accounts are already accustomed to segmenting the business, so this isn't unusual for them. Stu Young
has also had one account like this that was done mostly through American E&S. Jo Maturo reported that
her area has had to layer most of its habitational business.

Travelers Personal Lines ) :
Tom Hite asked the group whether we are rolling Royal personal lines business to Travelers.

Donna Maddox said that there is no Royal business in the 'Mid-AUahlic region, although it's a huge
advantage to move business to the Travelers Service Center because it's the only service center that
truly works well. o '

Jo Maturo said that the East region has some business, but we have a security issue with Royal that
requires that a letter go out to customers. The letter sent to the customer suggests that they move the
business right away but we don't have anywhere to move it yet We do plan to move about 600 policies,
and Travelers will take about 465 of those. We are wailing until renewat dates for the rest of the policies.

Tom Hite reminded the group that if we make a certain amount of Royal business move to Travelers for
next year it will.be a better deal for Acordia. If we don't move the Royal business, we'll have trouble
making the threshold for our override.
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Atlantic Mutual !

The group discussed the curmrent situalion with Atlantic Mutual and its rating. Tom Hite passed out a
financial argument for giving our Atlantic.Mutual book of business to Travelers. We would receive a 3%
override independent of anything else. Rolling the business would also get us to a higher commission
level with Travelers. All together, if we move $24.8 miillion in business, we could be eligible for $1 million
in incentives. .

Chip Young mentioned that New Jersey and New York have a lot of business. Pittsburgh has a handful of
-accounts. : ’ ' Co

Jo Maturo reported that Florida has no rea! business with Atlantic Mutual. We have significant personal
lines and commercial lines in Allanta and are moving most of the commercial lines to St. Paul and
Travelers. Personal lines are being moved to St. Paul, Fireman's Fund and Travelers.

Many of the carriers want to know what we're going to do with this business and are offering deals. Much
of the marine business is being rolled to Travelers. Tom Schaefer’s office has 3 significant book with
Atlantic Mutual. Hartford in Ohio has a strong relationship with Cleveland only, which is where most of
Atiantic’s businessis. - .

We need to make sure that we have plans in place to move this business if the company’s rating
worsens, either to one national carvier or handle it on regional basis. We don't want to create a self-
fulfiling prophesy with Atlantic, but need to be prudent with our clients’ interests. Carriers are trying to
cherry pick the business, which defeats the purpose of moving it. Travelers is cherry picking, re-
underwriting and increasing prices. Chubb is considering taking the entire Southwest region Atlantic
Mutual business, but we have just opened discussions.

. Tom Hite will get back to the group with a better understanding of our'directior_r.

Regional Updates

Stu Young — Mountain West ' :

Salt Lake City has been unable to get a broker appointment with Cincinnati Insurance. Donna Wilson said
that she usually goes on Cincinnati's President's Club trip and will try to make contact with the right
person. - . :

We also need help getting appointménts with Auto Owners. Tina Riékert offered to help to get an
introduction as they are one of five small business partners in her region. Salt Lake City has been talking
with them, but has not been able to get appointment.

Salt Lake City has a small business hnit in the office, dealing with Hartford, Travelers and St Paul. Half of

our business goes to 3-5 carriers, and about 20% is in service centers. The office also has a personal
lines and a benefits unit.

We recently lost an opportunity on captives. to Captive Resources because we did not have access to a
contractor captive. Stu has spoken with Mark Green on this. We would like 1o have access to all of the
Caplive Resources captives. Seven of the 39 accounts are with Acordia, but we still can't get an
appointment for Salt Lake City. : ’

Chfp Young - Midwest .
We have had success with Captive Resources in Pittsburgh and other offices. We have also had
discussions with Mark Green, who's working on an Acordia exclusive captive. There is.about a 98% -

- retention rate when we put business in a caplive because the client feels like they have ownership. For
Zurich's caplive, you don't need a BOR letter because you're only {ronting the paper.
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The Pittsburgh office has called Travelers about the new national flood deal and they have not been
responsive. This is a chronic problem with Travelers for flood business. We called the people that look
over for Omaha Flood and got information from them in 5-10 minutes. Tom will talk with Travelers
about responsiveness issues. Omaha is interested in the business. The company that bought Omaha
is the largest title company in the US, which allows them to make sales calls on clients with homeowner's
policies. They will also make those calls on behalf-of a broker and the broker will get the commission.

Tom Hite cautioned that we don’t want to work extensively with these people until they get their paper

back in shape. : .

We have an issue with AIG Credit because the AIG underwriters re'quired’something that AIG Credit
wouldn't acknowledge. Seattie and the Mid-Atlantic region have also had problems with them. The Bank
doesn't understand the business and wants to cancel insurance when the client is lale with payments.

Gulf insurance is being sold by Travelers, which is an issue in Pittsburg'. Gulf aiso owns Century Surety, a
large surety company and a big market for us. We don't yet know who the buyer for Gulf insurance will be
or what will happen with Century- Surety. Much of the business we have with Guif is hard to place.

AIG is unfortunately one of our top markelts in Pennsylvania. They are a good partner but we don't get
overrides. AlG has indicated that they will talk with us on a regional basis, but not on national basis.

. At arecent meeling of AIG's Eastern Regional Advisory Board it was emphasized that the company will -
not offer overrides. - .

AIG Small Business‘ Conference Call

“Tom Hite mentioned that for every dollar in business that we do with AIG, we're leaving $.70 on the table
in commissions. o

AIG defines small business as $10 million in revenue or less, which isn't the same way we think of it.

Those on the call felt it was very helpful‘on the global ehergy business because we found out thal AIG's
minimums are much lower than we're used to dealing with in West Virginia. Jo Maturo worked with AIG
recenlly with success on two accounts. '
Meg Cipar will send the materials from the AlG conference call to.the P&C Group.

Tom Hite would like to use the conference call platform more often to get updates from our carrier
partners and have presentations from other carriers about their products.

Cross Sell

So far we have concentrated on cross selling our products to the Bank, but at some point Wells Fargo will
want access to our clients. Sharing relationships is not a natural activity in this business, but it will be an
expectation with Wells Fargo. We need to work more on managing the expectations of the Bank.

The cross-sell process works fairly well when the Bank refers Customers to us, but doesn't work well
when we'refer a customer to the Bank. There's a lot of frustration on our part in getting to the right Bank
person. Once we get to the right people, there are hard feelings about not getting credit for what we
referred to the Bank. The problem is that the credit must be paid to an AU number instead of to the

" producer - all incentives are soft dollars, not hard dollars. In order o pay a producer it has to be
expensed. We have the same problem with the compensation of bankers because:there are legal
implications for paying incentives to bankers for referrals. Ultimately we're not getting our producers to
refer customers because of the compensation issue. Tom Hite will talk with Lou Daniels to learn more -
about how the compensation comes to Acordia. The group should email Tom with any specific
cross-sell issues that you have. - ’
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Tomi will help if we're not getting the support we need. Rehember that there are nine people in San
Francisco that are dedicated to the cross self effort and who can help us. ' :

St. Paul

Dennis Crosby — Presidént, Middle Market & Large Accounts
Marc Schmittiein — President, Small Commercial
Tom Neseralla ~ Distribution Director, Small Commercial Underwriting

Dennis Crosby — Middle Market
St. Paul's commercial strategy is to: )
* Reposition St. Paul as a one-stop source for small and middle markel accounts
*  Build a profile for future success — be a key trading party .
« Develop a breadth of products & capabilities
+ Demonstrate a can-do atlitude

St Paul's strengths include its expertise in financial and professional services, technology, public sector,
and surety. The company has a national reputation in construction. For surety St Paul works with
Discover RE. These are all vertically integrated and customer-specific solutions. There is limited
distribution for products. '

Small commercial is a horizontal organization, touching a wide group of customers.

. . ! o .
The company is oriented around nine regions with P&L for middle market business. The regions are
responsible for generating a “one St. Paul” attitude. ‘ : ' :

St PéulAis ra’nked #1 in the public sector; #1 or #2 in surety, technology and construction; #3 in oil and
gas; and #5 in financial institutions. The small commercial and middle market sectors have served as
incubators for this type of specialty business. o '

Offices need an appoinlment to access St. Paul for oil and gas. If a broker is appointed to St. Paul, that
gives them access 1o all areas of the business. However, distribution is limited in certain product lines.

Acordia’s September YTD results (excluding health care) are $88.6 million, representing a 13.1% growth.
Acordia is growing slower than St. Paul is growing. '

St. Paul's goal is to be the key trading partner for middle and small market because of its breadth of
products, underwriling competence, customer focus, management accessibility, claims expertise, ability .
to meet customer needs, and execution. The company has been working on a model for about four years
and is the strongest in execution. St Paul's competitive advantage is that it has no silos, and offers one-
stop shopping. Products grow with customers throughout iife cycle. The advantage in the marketplace is

- that groups talk with each other. ~© - ’

Commercial middle market is the largest business unit at St. Paul and-is expected to finish at $1.8 billion
for this year. This group is comprised of middie market large casualty, inland marine and national
programs. - ‘ .
* St Paul defines middle market as companies with 50 to 1,000 employees, with premiums in excess
of $100,000. ’ S
* Inthe large casualty market, St. Paul's expertise is in large deductibles including traditional paid
deductibles and incurred deductibles, self-insured relentions for excess WC, GL, and Auto. The
typical loss pick is bétween $300,000 and $5 million. Target markels include marsiufacturing,.

service, retail and wholesale. St. Paul provides claim service but Discover RE's claim service is
outsourced. '
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* Inland marine offers dedicated expertise, with 26 offices around the country. Communications and
construction are two major coverage areas. Other miscellaneous coverages include fine arts,
jewelers, furriers, monoline property, exhibitions, transit, niches and programs, and floaters. . . _

* - The company has dedicated expertise in writing national programs, which are programs over $5
million, with three to five years credible history, a significant market share, geographic spread, line
of business mix, and focus on risk control and claim specialization. St. Paul will be shutting down
the Rural Electric Association (REA) but has many other open programs available. The company
generally looks at 30 programs/month, but is serious about two. :

Total middle marke!l business is $32.6 million (24.1% growth), which is less than the Kemper growth, and
is strong in the Mid-Atlantic, Central States and upper Midwest. )

St. Paul would like to do more with our Cleveland, Southern California, Virginia, New Jersey, Atlanta, .
Houston, Boston, Phoenix, Salt Lake City, Colorado Springs, and Philadelphia offices. The group asked
that they add Tennessee and North Carolina. '

St Paul has no plans to pull out of the contract surety business, however it will do less financial
guarantees. All other specialties are going well.

Marc Schmittiein — Small Commercial

Marc is a former Aetna employee who came to St. Paul after Jay Fishman joined St. Paul. The business ~
has been reinvented over the last 18 months, with a 75% turnover of the management team. St. Paul has
rapidly grown business but has also shed business to get more focus. '

The Small Commercial market is close to $50 billion, $22 billion of which is home-based businesses. This
platform is divided by people, distribution, products, service center, technology. We need to bring the
product into offices, and make it quick, easy and low-cost. St. Paul has built up its field sales staff t6 nine
regions, with state-specific account executives. It is working to educate distributors as to the company's
capabilities. Distribution is'handled through key trading partners. There are many areas where St Paul
doesn't have presence with Acordia and they will work to cultivate the relationship. -

St. Paul has service centers in Atlanta and Colorado Springs. Both centers have high customer retention
and salisfaction, currently charging 1% or 2%.-The staff at the service centers is very experienced and
progressive, and has been very responsive. to Acordia concerns.

St Paul built its own system to allow quoting on a non-composite basis. No one has ability to look at
higher exposure, higher capacity accounts and quote them in the office. This has eliminated 6-8 steps in
the quoting process. The SPCXpress platform allows seamless submissions of Mainstreet and Advantage
business. This agency management system integration allows quoting and policy download, automated

- - extraction and book roll-analysis tools. In two months St Paul tripled the number of people using the

platfiorm. The unique feature of the platform is that it incorporates D&B and MVR and gets information on
customers for Aoordia_,pplling the best customer in the right price track to begin with.

SPCQuote submissions have gone from 7,000 to 25,000 from January to July 2003. The close ratio is

-about 15% on Advantage.

The small commercial total is $10.3 million (10% growth) as of September 2003.

Next steps for this area are to build a formalized 2004 business plan that ensures mutual growth and
looks at premium and mix of business goals, compensation and resource allocation. St. Paul wants.the
agent or broker to do more of the work and help with the issuance of the policy, thus efiminating some of

the expense. The company is pulling out of a lot of program business, as are other carriers. Les Woods is’
the national salesperson for this group.
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St. Paul feels that national’agreements have not worked in the past, but would be willing to look at
regional compensation agreements and facilitate discussions at the regional level. Tom Hite said that
Acordia feels that underwriting partners need to get past local relationships to move on to regional
thinking. We need to take advantage of our retationship on both sides. Acordia’s Mid-Atlantic region is
successful because plans are developed based on entire region, not just for the state or local office. St
Paul seems to be more open to establishing synergy to work on regional basis. St. Paul likes Acordia
because we are decentralized and operate locally. The Issue for Acordia is that we don't get credit for
being Acordia. St. Paul has premium guidelines to get Top Brass status, then that will spread within the
region. We have Top Brass offices, and maybe need to look at other offices that would potentially qualify.
If we can get more Acordia operations in that category would help get more resources nationally. If we
are going to plan ‘more on regional basis, it would help to grow the business if we didn't have to adhere to
strict volume guidelines by state. : ' '

St. Paur's regional executives can do what they need to do to grow the business, but there has to be
potential. If St. Paul is going to give Acordia something; it needs to have some expectations and willing to
sit down and explore opportunities. Acordia needs to have conversations on a regional basis with St.
Paul. St. Paul is interested in depth and is trying to find offices where we have good production people
but are under-penetrated. The group shoutd fet Marc Schmittlein and Dennis Crosby know where
these offices are. T : ' ’ ’ '

St. Paul has been talking with Dan Monson at Wells Fargo Insurance regarding direct customer business.

Alternative Risk Transfer — Mark Greén

Mark has been workihg for the past SiX to eight weeks to set up a group captive facility. The most critical
aspecl is that we need to have 10 accounts to put into the caplive by January 1, 2004.

This will be a rent-a-captive facility available nationwide for Acordia-produced business only. Reinsurance
is currently being solidified and Alea is one of the candidates. Munich-American Risk Partrers has also
expressed an interest. i )
*  Covers three lines: AL, GL, and WC. WC will be statutory: GL and Auto will go to $1 million. Wilt
have insurance loss funding. There will be aggregate stop loss, probably 80%. We can do individual
lines of business, but need a business reason. »
* Need to make sure insured has good feeling for what their losses might be. , .
= Pure loss ratio needs to be in 50-60% or better. If client's loss ratio is under 60%, can save your
client 15%. :
*  Minimum premium is $250,000, and the maximum is $2 million. If the account is larger than that, we
can look at a stand-alone group or single-parent captive.
« Domiciled in the Cayman Islands (less busy than Bermuda) .
*  Will be easier to get in and out of, but clients will get 90% of the benefits of a member-owned
captive . ' .
= $350k each loss, but the client doesn't have 1o be large enough to take that size loss.
*. Willhave a third-party claim administrator, but that has not been defined yet.
* Commissions will be net. We can gross commissions up to premium and flow it through the captive.
This is all Acordia business so we need handle commissions in a standardized way. We will not
lose commissions on this captive and we will have more control. :
This is protected celi captive, but there will be a sharing mechanism in the program and the share is
not a large number. (Sharing gets you tax benefits and economies of scale in purchasing
_ reinsurance.) ‘
= . Thisis not-an owned facility so we will not need a capital infusion. - :
= Critical mass will be $25 or $30 million in premium flowing through the captive. Ii we exceed that,
we can spin off another captive.

L]
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Excluded classes probably already have their own facilities..We should have a RRG set up soon for
nursing home facilities. This will be in operation after November 1, 2003, accepting business as of
November 15 for GL and professional. This facility will have reinsurance capacity from an A rated camier.
Mark will send information out as soon as we have it ’ : . .

Mark thinks that group captive will be of much.more value to Acordia in the long term than the nursing
home RRG, however we need to make sure that we're supporti_ng both, or we won't get either.

We can move business from one captive into this captive, but it might be difficult because we have to
leave quite a bit of capital on the table until the next adjustment.

Mark feels thatif a client has a 50% loss ratio now and can maintain that ratio, the client will save a lot by
going into this captive. Ultimately, though, the decision will be the client's. We have enough accounts that
are running at 45% loss ratio with good management that could fit well into this caplive.

If a client enters the captive January 1, 2004, and has no losses, the first adjustment is generally 36
. months from the inception date. We can describe this 1o the client like we do a retro. After that time, we
will try to do a loss portfolio transfer and clean the books up 100%.

Mark will follow up next week with more marketing material and information on structure. He asked the
group to start thinking of accounts that would fit. ‘

The group said that many offices have problems finding markets for nursing. homes, so if we have facility
for that, we could bring in a lot of business. .

Region Updates (continued)

Tom Giffen & Donna Maddox — Mid-Atlantic : .

Outside of energy, the largest source of revenue for the region is construction. For construction we
primarily use Zurich, St. Paul, CNA, AIG and Westfield. In some areas, we have been able to get
companies to reduce minimums based on our volume, mainly for smaller contracting businesses. We
would like to possibly come out with a branded product for construction in the region. A construction
checklist has been developed, and Westfield now wants to use. We are looking to develop a branded
program with Westfield. One of the big.construction writers in the area is Amerisure, which has been
killing us on some of lower middle market business. Louisville talked with Amerisure and they said didn’t
want to do business with Acordia and went with BB&T. Unless we do something to counter this, we will
lose business to competitors. . .

The Energy program produces the largest revenue within the Mid-Atlantic. We plan to expand to the west
and work with other regions. We can do oil and gas, mining, petroleum and utilities. If we find another
region with some expertise, we can combine to offer a branded program. There is concern in the region
with the amount of business we do with Brown & Brown because they own the program. We run the risk
of losing the business if they decide they want to take over the program.

The region has issues with several companies; . -

= Ace s pulting together a new construction group. Chip Young contacted Ace and they said that
they were looking for very large retentions. Jo Maturo will get information to the group about Ace
and Arch for their construction programs. Tom Hite will contact Ace and get more information ‘about
their construction program. In California we can't access Ace directly, but go to them through
American E&S. o : ) :

* We are using Wausau for monoline comp., but have had trouble getting into their program.

* Travelers doesn't like at least one ségment for any business we give them. We don't use their
service center for small commercial because it's not very good. :
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We now consolidate all claims at the Mid-Atiantic claim center, which is working extremely well. This
helps with carriers because we can consolidate claims numbers for region. This works because all of the
offices are on the same policy management system. ‘

The region is realigning its personal lines structure, starting with West Virginia and beginning January 1,
2004. Personal lines services will now be run out of one office instead of 11. We will have an internal
service center and call center for new business calls. We are starting the program on a state-by-state
basis to see if'it works. All of personal lines claims business either goes 1o the service center or back to
the carrier. Al calls for personal lines business automatically are transferred to the claims center. Staff
changes are being handed through retirements and puliing people from other areas, with some additional
profitability as a result. We are hiring personal lines producers, and they will only write business with
carriers who have service centers. Producers will also specialize in certain areas and will be expected to
cross-sell with our current clients. ' -

We are trying to develdp a program to insure all homes being built in the Greenbrier area in West Vlrginié.
Many of these homes are second or third homes but homeowners have not been able to getinsurance
because they are in West Virginia. This is a tie-in with the Wells Fargo private client services group,

We have also borrowed a proposal form from the New York office for hiring clients. Donna Maddox will
share it with rest of group. :

The region has some producers who do some small business, but there are no dedicated. producers for
this. We define small business as those accounts generating less than $2,500 in commission revenue. If
the service center can't place or write the business, we will say no to the business. We will try to look at
lines of coverage that we will accommodate when the client refers back to us for additional coverage, but
will imit lines. Insurance Noodle may be an alternative when we don’t want to take on the additional lines.

Tina Rickert mentioned that her area has a form letter that is send to clients to lel them know that we're’
not going to handle certain lines of business. :

The comment was made that we don't make very good acquisitions from a markeling perspeclive. We
-find ourselves buying a business then having to manage lots of small accounts. We should also look at
the quality of the producers when we acquire an agency. Overlooking this aspect is causing some
depreciation of acquisitions. Often we assume that an acquisition’s personal lines are just like ours, but
that's not always the case. We get called in on damage controf end, but not on the front end.

East - Jo Maturo

The region had a contract with Amerisure but lost it. They are in one of our competitors, Brown & Brown
(special deal), and we would like to find way to access them. '

The region is very big with CNA_ In Florida we have combined business with our top carriers, so volumes
combined will have $25 to $26 million in premiums with CNA. We get a 10% commission on WC, but CNA
will be reducing that to about 8%, causing a 20% to 30% reduction in revenue, We are still working with
the branch manager on these issues. This is also a very profitable business for CNA, so we hope that will
getus some influence. We might have to move the business, but are trying 1o avoid it. The Atlanta office
.is seeing more business with CNA. ' '

Hartford, Travelers and Zurich are other top carriers for Florida. Clearwater is a ZEPP agent for Zurich in
Florida, but Zurich doesn’'t want to write other offices. :

Royal is just about finished, but it was arelatively seamless transition. All of the property coverages had
Royal on the top layer. About a quarter of the Royal book will go to Travelers, but Travelers is cherry-
picking the business. We may use some of the Royal business to'make commitments to olher carriers.

Hartford is working more with the Atlanta office.
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The region is making more use of the corporate resources (Nabeel Tanveer and Mark Green). Mark made
arecent conference call presentation to a customer. Tom Hite asked the group to be mindful that Mark is
only one person and we need to give him enough notice to talk with clients, whenever possible. He is -
reluctant to say no, but we need to be realistic about what we ask him to do. :

We are not moving any business right now to the Risk Finance Group because we have a good
relationship with a wholesaler. We are starting to use the group on new business.

The region is still trying to finalize a captive for contractors and is in the final stages of putting that
" together. . i : .

Producers often ask when the go out on large cuslomer calls whether we can handle a certain type of
business. it has been difficult to maintain a database of responses lo requests for this information. Tom
Hite will put together a template to be used when producers request information.

We need lb.be kepl informed on the progress of the policy management system. Small commercial and
personal lines will be heavily impacted by this process. We don't want to hire people to handle the
business then have them be made unnecessary because of a new system.

Mountain West — Don Bertoncin

The economy has been rocky for the last few years, but the region is still on budget. The Seattle office
has a new MD setting goals. ) - ¥

We are trying to reduce the number of markets and E&S placements that we're working with. Profitable
markets are St. Paul, Chubb and Hartford. Accessing markels for construction and habitational is virtually
impossible. Hartford has done some extraordinary favors for us. CNA is interested in some things but we
are not sure what they want. St. Paul hasn't visited in a long time although we have a lot of business with .
them. i ‘ ’ ' :

2

We have developed a quoting center within the communily accounts business.

Our'Auto loss ratio is under 50% but we can't getanyone to look at this business. We have lots of marine
business but they are fish boats, so are having trouble getting markets to write the business. Much of the
office’s business is E&S focused, which means no commission to us. It's hard to do business on a fee
basis. There is no WC in Seattle because it is a state-run system. We are finding it very difficult to write
new business. ) : '

The Benefits department in Seattle is very strong. We have hired some people with expertise in WC and
D&O. The office also has a new cross-sell person. Would like to leverage some of our expertise with other
offices. : : ‘ ' )

We are not asking carries for special privileges, but are just asking for them to acknowledge the volume

regionally. Many carriers will not let us aggregate office volume. Donna Maddox suggested that Don keep
asking. ' . '

The majority of the business is where it's at for a reason. There is $42 million in wholesale business in the
Seattie office. '

.

Southwest — Janis Dunivin i

The biggest issue in the region is the new govemor. The WC cleanup bill is a huge issue because it
requires small businesses to buy insurance for their employees. We don't know yet what is going to
happen with legislation, which doesn't address the issue of trial attorneys.
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. ! . .
TThe California State Fund gone to a non-rated status at the fund's own request. There are no other
players in the market and multi-state companies don't want 1o touch the business. If you have a California
risk, you must first go to three or four other companies and prove that you can't place the business
elsewhere. We expect rates to go up at least 4%.

We are seeing some rate sqftening in property and GL.

Steve Rodney is the new director in the San Francisco office, and previously ran the Marsh office in San

. Jose. We have added thrée new producers — in San Francisco in the Bank (real estate), in San Jose, and
in the agricultural belt in Palo Alto. Eric Harper is the current star in Irvine. We have a producer in the San
Fernando Valley and another in San Francisco that are going gangbusters, with one in Phoenix that's
also doing well. '

Gary Goddard is now managing the wholesale WC division and will also be managing the program
business. : ' '

" We have an aviation expert, Mike Gardner, who has a program with Fireman's Fund. Another nationwide »
program is the golf program managed by Rick Siegel out of the Rancho Cordova office, also with
Fireman's Fund. The car wash program is with Yorkland right now, and Lynn Harrington is contact.

Cross-sell is going really well. Hartford has stepped up' to the plate, and we have written $2 million in
business with them. Regionally we have a deal with Chubb in the Southwest and Mountain West to
increase production.

The region has too much business in wholesale fnarkets. As aresuit, we have designated the Grass
Valley office to handle small business accounts. .

The region needs medical malpraciice and ag markets. We need a national agreement for Safeco (they
want to appoint an individual in each office and then charge us for that). »

We have an exclusive program with Everest National for under $200,000 in premium. For accounts above
that, they have appointed a number of southern California brokers, and Acordia is not among them.
Everest National appointed brokers that they previously worked with at Kemper. There will be more
capacity for Acordia there eventually. : .

Houston — Judy Rose :

The Houston office has a lot of business with AIG, some with Travelers and CNA. We have a lot with E&S
markets. The habitational book is more complicated because it is coastal property. We would like to see
another market like Amerisure for this business. We are in the process of adjusting the Royal business,
now with Allegheny, and currently have $3 or $4 million with Royal.

Texas Mutual is a big market for Texas WC coVerage. Texas is one of the few states where WC laws
have been effective. The agency is the largest provider of WC coverage in the area.

AIG client services hired a lot of the Chubb staff, but would like ‘feedbz'ac‘k on how that's working. Their

pricing is not very realistic. They are not sure how Chubb people are going to handle the AIG claims
forms. . : .

Small business is a success. We have realized that we can't be everything for everyone. The AmTax
Program with American National out of Galveston has 3 sales force to handle small business. They have
an exclusive relationship to contact us. Of the small business accounts, we have about half in service
centers. We sold off some of this business a few years ago and decided to get out of small business.
Most is with Hartford.and Travelers, and we juststarted with St Paul,
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Midwest — Tina Rickert
The St. Paul relationship in Indiana is flat and in the last year and a half has gotten worse.

The small business program has proven to be more compelitive than a year ago.

Atiantic Mutual has no contract iri Indiana so this is not an issue. The two accounts in Michigan have
been moved. - ‘ : '

We don't have a personal lines contract with Hartford, but they are reducing commissions. They say that
we will make it up on the back end with profit sharing. Tom Hite mentioned that Hartford has been the
. most responsive of all carriers in relationship management. :

School business continues to be a problem in Indiana. We have a $7 to $8 million book that we need to
find home for. Zurich and Hartford have programs for private schools. ' ’ .
The question was raised whether Acordia Corporate intends to issue an opinion letter on the guarantee
fund situation. Clients want to know if it's their money or if it's going to become an asset of the fund. Tom -
Hite will look into that. - ‘ : :

New business has been off significantly. We.are seeing some good opportunities go because Palmer Kay
has taken people out of the Marsh office — 31 out of the Detroit office went to PalmerKay, and 8 out of
the Grand Rapids office. The top five or six managers from Marsh went 1o Willis. This has given.us a
window. When Palmer Kay gets a producer with a non-compele agreement, they arrange for another
producer to wrile the business for that producer. :

The region has committed to grow with Wausau and it's been hearly impossible. They have moved their
underwriting 1o two centers — Downers Grove, lllinois, and El Dorado, Georgia. Their underwriting is not
up to speed - they want to write the package, but can’t compare to other markets. .

Tina asked whelher it would be possible to consult with this group before deals are cut so that the group
.can provide input on the relationships first. We're being given deals that we can't sell. Chubb is still upset
- because we made promises that we couldn't deliver on,

Midwest - Donna Wilson .

Chubb is the go-to market in the Columbus office and in the five offices in Ohio. Cincinnati is the largest
producer for Chubb, with an éxcess of $15 million with Chubb, but is trying lo cut that back. The average
commission with Chubb is 11%. We have done very well this year with them.. They stepped up to the
plate on the umbrella for an account. . '

Last year we were locked in with fravelers, but had a bad loss on one of the habitational accounts. This
year Travelers is not allowing habitational business. .

CNA has also been a go-to market for this area. We took an account away from Marsh and CNA was the
only market that would take it. However, we are worried about all of the negative reports in the news for
CNA. They view Acordia in Ohio as a good partner. :

We have been extremely successful with Cincinatti, doing $5 or $6 million of business.

The Cleveland office is doing extremely well. We wouldn’t be able to be a VIP office with Hartford if it
weren't for them. :

It is frustrating to do business with AIG, but we are doing a lot of business with them.
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So far St. Paul is performing very well aithough wé had a better .relationShip with Kemper's Greatland.
The Cincinnati office is a Top Brass broker now and we hope to have that in Columbus in 2004.

Columbus is a Zurich ZAPP office, but we aren't getting any attention from them.
We have the same problems with Wausau, in spite of attempts to do business with them.

We have one person in the Mid-Atlantic with- Acordia Embloyers Services who is in Columbus because of
the acquisition in Columbus. He has beeri helping with some cross-sell.

Does anyone pay attention to whether we are approved TPA with our carriers? Andy Richardson heads
up Acordia Employers Service (TPA). We don’t know how many TPASs there are or in what states they
operate. ' Co : :

. Westfield has come out wuth a contingency program thatis very different from the one we've had before,
using nine-month, not annualized, figures. ! :

CNA Presentation - Jan Frank & Doug Eden

Jan Frank - Senior VP, US Field Operations
Doug Eden — SVP, Distribution, P&C Operations

Jan Frank has been with CNA for two years and runs field operations. Prior to that she was chief
underwriting officer and head of marketing for St. Paul. Prior to that she was in field operations for Chubb,
Fireman's Fund and USF&G. CNA today has a lot of diversity from long-term CNA people and others
from other companies. ' i . .

Doug Eden has been with CNA for a year. He is new to Chicago, previously with Fireman’s Fund in San
Francisco. He is head of distribution for P&C, which involves agency commissions and compensation. He
is responsible for national broker compensation and conlracts, cross sell and business communications.
P&C includes standard lines, specialty lines and global operations. Global is one of the lesser-known
features, but is now at over $1 billion of business.

In June 2003 CNA anpounced an $380 million loss due to some high losses and some reinsurance
recoverables. CNA’s Chairman was tired of finding “legacy” issues, and announced that he was bringing
in an outside audit firm to review claims praclices and reserves and find'any remaining legacy issues.
A.M. Best said that it has no issues around company leadership or book profile, bul had problems with ofd
issues. Moody and S&P put CNA on a negative watch because of these old issues. Fitch took CNA from
A to A-. Studies were completed by the end of the third quarter. As aresult of the studies, CNA will take a
third quarter hit and the owners agreed that it's the night thing to do. CNA has an intérnal and external
capital plan. The Chairman will be meeting with AM Best, S&P, Moody and Fitch, and will make an * .
announcement on October 29. The message is that the company is strong, has money behind it and will

- move forward. '

- Reinsurance recoverables are an industry issue, not just CNA issue. Liberty just took a large charge for
this. ACE took a charge and just announced that they want to bring in outsiders to make a reserve study.
Royal will take a hit Safeco took a hit on WC lately. Hartford took $2.6 billion reserve charge. Chubbtook -
a $8 million hit. Travelers took $2.6 million, and AIG took $2.8 billion. . I

N_ew business is up 31% over the prior year. Renewal business is up 7% over the prior year. We are
slightly off in MOAC and small business. Altogether, the company is up 13% over the prior year.

The Access CNA Guide online is being updated and will be available to Acordia over next 30 days.
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The largest area of growth opportunity for CNA is the small commercial poitfolio. The focus in 2004 is on
program business. We have a handlul of these because of prior relationships and have put together a
team to bring together the program business. If Acordia has a program, you might want to talk with CNA.
Some program buyers are looking for price only, so CNA wili offer a basic product for some programs,
and will have various levels of additional coverage depending on the needs of the customer.

CNA has just competed or is finishing rate reviews of the top 30-50 classes that branches have identified
as most in demand. . ’ .

Middle market is a huge operation. CNA is building a strategy for high-end smali business and low-end
middle market, which will launch around January 1, 2004. In the middle market, CNA is a big player in
manufacturing and wholesalers,-and likes real estate, services, technology, up-market construction, retail
(broad appetite) and property. The company looked at competitors’ products and set up gold standards i
for CNA products. By the middle of November Acordia will receive information about products. Going
forward you can choose producls for clients based on extensions needed in industry classes. For
manufacturing there will be special endorsements. o

: CNA's» SWeet spot for risk managemént property is $750,000 to $5 million.

Supported and unsupported umbrella is a big event for CNA and we are now asking for that business.
Additional capacity should be available in January and the company is working to get a trealy in place.

~* CNA has done little in the past with agency captives and is again open to looking at them.

Expense managementl is helping CNA to do all these things. The company took a $250 million expense
reduction and eliminaled a lot of redundancy in offices. This was also intended to get offices closer to the
.point of sale. Five regions were set up to support the branch office structure. The company took -
redundancy out of the home office and asked field offices to do the same. )

CNA now has 50 field sales specialists with authority to do deals for Acordia, inéluding D&O ﬁeld
underwriters and technology specialists. '

Acordia is a valued business partner. Growth in past experience from independent agents has been
phenomenal. T .

P&C distribution initiatives include cross-sell, diverse market segments, incentive agreements, PACER,
global and specialty capabilities. ’ : .

Umbrella is one of the key focus areas and has been big success, with almost double penelration. To
date CNA has cross-sold an additional $200 million in new business including international, surety and
construction, professional commercial (private D&0O and E&0) and larger monoline accounts. Each
branch level has a cross sell goal for 2003 o increase business by 15%, and to date about 20 of 34
branches are on track. In 2004 we will add other focus areas like boiler and machinery and ocean cargo.

Jo Malure mentioned that the Acordia Florida offices have a good relationship with CNA, but that cross
sell is very difficuit at times. Florida reviews accounts with the underwriter in advance and is finding that
monoline WC accounts are not being renewed even though they are profitable. Jan Frank said that CNA
is major WC player in the industry and is trying to balance its portfolio. CNA is-currently wriling $1 billion
in WC, and $30 million is monoline. In Florida CNA is asking offices to try to get other lines to round out
the account. CNA will be offering less commission on monoline accounts in 2004. However, it should not
be a question of renewing or not renewing. Acordia does not want to move good business just because
we can't find another piece of business lo place with CNA. Sometimes the client doesn't see the rationale
for writing a policy just to keep the WC piece. ’

!
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The Cincinnali and Columbus, Ohio offices have had some recent successes with CNA. However, we
have not been successful on the technology side, in part due to coverage issues. Jan Frank said there
may not be enough resources dedicated to that in the area and CNA may not have the coverages.

The CNA value proposition for the customer for cross sell is that CNA offers a wide product portfolio and
will be able to customize policies and portfolios for the client. Clients are more likely to renew when they
have multiple coverages with a carrier. There are also additional revenue opportunities for brokers with
cross-sell. CNA has been trying to provide incentives to its employees to cross sell, even if through a
referral to other areas in the company. :

Other carriers are asking for the cross-sell business, but not all are refusing to renew business because
we can'l write other lines with CNA. '

Diverse markel segments are also providing growth opportunities. CNA has not done as good a job as
some of its compelitors in tapping the minority small business market and is looking for ways to grow
CNA is establishing a basic policy for customers for whom price is the major consideration, and is asking
local branches to help source new market segments. Initial findings are that product is less important than
price or service to differentiale. Because Acordia is located mainly-in suburban secondary markets, this
diversification of market by CNA should fit well with Acordia, and could possibly work with Welis Fargo
because diversity is important to the Bank.

CNA has a $200 million expansion initiative with a 48-state strategy for 2004, and a separate strategy for
Califomnia and Florida because of losses in those states. CNA found that its incentive agreements are in
some cases double the competition. Changes have been made for 2004 that reduce some HPA (High
Performing Agency) and PA (Preferred Agency) (aclors to be more in line with the competition. While
many competitors offer large payouts, they have “trap doors” that reduce the payout if book of business is
reduced; CNA will not add those types of penalties. CNA has allowed agents and partners to add special
emphasis clauses in small commercial (an agency with 75 policies with CNA and has increase in 10%,
can add 3% incentive), cargo (additional earnings for additional business), and risk management property
(now called large property). To qualify for HPA, ‘an office must generate at least $2 million in enlerprise
* premium, and have a three-year average loss ratio of 73%. You will get more information on this and will
be informed whether your office qualifies for HPA or PA. CNA has offered some of the larger regional
broker parthers to provide a national or regional incentive where the HPAJPA incentive doesn't wark.
Acordia could also have better incentives by aggregating business by region. CNA has 33 offices that do
business with Acordia — 11 of our offices are HPA, the rest are PA. ’

Ohio already has one HPA agreement, but this is only a branch for CNA. The Northeast Acordia deal is in
addition to local incentives. CNA is willing to structure regional roll-ups based on Acordia needs, but we
have to keep in mind that any office that has problems will bring down the total incentive. The group also
discussed having a combination contract for Acordia so that we don’t have lo go through new licensing
when we add office. . ' o

Donna Maddox commented that we generally have to approach the CNA branch to find out the markets
the branch wants 1o be in; CNA people are not coming to Acordia to introduce themseives. Jan Frank will
ask that.the regional field sales staff make appointments with the local'Acordia offices. CNA has turmed
over about 70% of field sales management, and now is'a good time (o reestablish relationships.

In 2004 CNA will add PACER groups for small business and technology committee. They will conb’nué )
the construction and suréty, risk management, and middle market committees. If you want to getinvolved
in any of these, please contact CNA. '

Global business for CNA represents about $1 billion. The company has operations in Hawaii and Canada
and sees growth in the EU. A call center has been set up in the UK, and PACER has been launched in
Europe. Marine cargo, professional liabifity and travel accident programs work well in'Europe. This area
will receive more emphasis in 2004. Specially business is at about $3 biflion and has growth significantly
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in 2002 and 2003; more growth is expected in 2004. Open programs include: financial institutions,
insurance companies, investment advisors, life agents, HealthPro, hospitals, advanced medical
technology, physicians groups over 20 physicians, lawyer groups over than 30 attormeys, private
companies and public companies D&O, E&O and EPL coverage, and lransaction facilitation. There are
different contacts to access the HealthPro program, and offices need a contract for some of the specialty
lines. Doug Eden will get contacts to the group.

" Acordia will probably. end the year at $93 or $94 million in total P&C with CNA, representing about a 20%
increase in new business this year. Commission rates overall seems to be a little higher than elsewhere.
These are overall good results and CNA would like to write more business with Acordia, especially in

specially lines. Most of the current business with Acordia is in standard lines.

Acordia would like to do sesidential construction. CNA has lost $1 billion in construction defects claims in

- 12 states, with 70% of claim dollars being legal expense. As a result, in the last few weeks CNA issued a
notice that will put residential exclusions on contractors with residential exposure. Will not be renewing
those policies. This is a very serious issue for CNA. If the risk is over $250 million, CNA can work with us
to possibly change deductibles. CNA is the largest national carrier that continues to write sub-contractors.
The new head of construction is Tony dePadua (coming from St. Paul). The burden is on Acordia to make
sure that contractors understand that if they decide to do residential busines$ they don’t have coverage.

.Acordia has grown a lot with CNA, mainly due to branch people who are willing to work with us. However,
we have had various “emergency” conference calls to announce new restrictions and changes. In the tast
year there have been a lot-of changes and Acordia is wondering when the ‘'other shoe is going to drop.
CNA was growing very weliin WC in Flofida but exceeded it's capacily there. :

The group felt that Acordia has a good relationship with CNA, but excepl for Florida, we really don't have
much business. Every other location is rending backwards. Al the Mid-Allantic marketing meeting, the
issue of the amount of declinations we've been receiving from CNA;.mostly on new business, was raised.
We need to better understand what CNA wants. Jan Frank has made the commitment that branch

- managers will contact the committee members to help get things back on track. Will make sure.that CNA
gives Acordia the necessary resources to be successful.

General Discussion

There have been several emails circulating about Legion. There seems to be a need for help in talking to
~ customers about Legion. Customérs want to know if, when, how, they are going to get their money back.

Donna Maddox received a voice mail message from the St. Paul regional contact. St. Paul has a list of
" currently contracted offices asking whether they need to be included in other contracts. This is a result of
our meetings yesterday with St. Paul.

We value our entrepreneurial mind-set, but sometimes we don't get credit with the carriers for being
Acordia. This should be an ongoing conversation with carriers. Communication with the field is important
when negotiating national deals. It is beneficial when local or regional deals are negotiated that we get
feedback on those deals. In some cases we have been able to identify variations in local deals with the
same carrier. Very often the carriers themselves don't know what deals they are cutting. When the carrier
knows more about deals than we do, they have the power. We need to know what deals we have going.
Deals are still regional considerations, but Tom is here to be a resource for offices if we're not getting the
deals we need. We now have contacts at the corporate level with carriers that we can use. National deals
should be on top of local deals.

Tom Hite and Meg Cipar will try to aggregate information about local deals. Need to know what side
agreements (overrides) are in place. Need to know what.the standard “top brass® agreement is. Send
information 1o Meg as it comes in. We will follow up with regions that have not responded.
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One crilical need is for safety nets for our contingency 'agréements. Fireman's Fund killed us because we .
went slightly over the loss ratio and got nothing even though we are profitable. The problem is that our:
volume is growing, and we place business with one carrier because of an incentive, but then miss the
incentive award because we miss one target. Many camiers don't understand Acordia's budget process.
As an example in the Mid-Atlantic, we were profitable with Travelers in small commercial, middie market,
and construction. We made money and moved two large construction accounts. Growth in other two
areas was beyond plan, but retention went below 50% in construction and as a result we didn't get any
profit sharing. We assumed we would get money from the other two areas. B

The group would fike to do some contract analysis at a future meeting.

Tom Hite will set a date by the end of the month for the.next meeting, to be held in February 2004.
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: ' Corporate Office

150 N. Michigan Avenue, Suite 4100
‘ Chicago, Illinois 60601 -

Tel: 312.423.2514

Fax: 312.423.2508

CCleordia

MEMORANDUM

D.Ans May 28, 2003

To | All Managing Directors, Regional Managing Directors
FROM | Scottlsaacson

SQBJECT Consolidation of Kemper Accounts
Cory | Kevin Conboy, Deb Brodesick

| wanted to share with you a great.opportunity that has been extended to us by The Travelers
Small Business unit. v )

Based on the recent changes at Kemper, Travelers Selact Accounts is willing to helb us
conesolidate the business we have with Kemper as quickly as possible. -

Kemper's cument position is that it will honor outstanding new business quotes and renewal
policles with effective dates of May 31, 2003 or earlier. Policies issued within that time frame wil!
be subject to the National indemnity cut-through agreement. Kemper will not accept any new
busine;s, nor will it renew any business after May 31, 2003. In those exceptional cases where
quotes on accounts with effective dates after May 31 were released, Kemper will honor those .

commitments. - . S ..

Kemper's mid-term cancellation policy will be:.. . ) :
1. Kempar will prorate all cance! and rewrites that are transitioned to St Paul.
2. Kemper will short rate all other mid-term cancellations except for: .
'* Smiall Business Group policies that have no National indemnity cut-through agreement
attached to them. . * _
* Policies that were raferred to S§. Paul for mid-term rewrite, and for which St. Paul was
unable or unwilling to provide the required coverage. A copy of the declination letter
from St. Paul must be provided for those cancellations to be calculated on a prorate

basis. ;

IF's not clear how many Small Business Division customers have the cut-through agreement, so
you will need to look for the endorsement (sample attached).

In order to help facilitate the transfer, the Travelers Select team has offered to take a “SWAT

team® approach. Travelers will come to your office and help you review your entire Kemper book h

of business. They are willing to write policies on a short-term basis in an effort to get your

customers onto AL Best A++ paper as quickly as possible (recall, Kemper now has a C++

. rating.) To compensate you for the work involved in transferring this book, Travelers Select is
offering the following overrids scale: . ‘ : E
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% of Premium :
. Minimum Premium
Overvide Rato . Required for Override
0% —
51 to 60% 3% $100,000
61to 65% 6 % $100,000
66to75% 8% _$100,000
Over 75% . 10 % $100,000 -

To participate in this program you must contact your local Travelers Select office and arrange a
time for them to review the book before any transfer can be made. You will agree which
accounts to transfer, so there will be no question as to the overall available opportunity before
you start the process. Once you have agreed upon the accounts to be transferred, you decide
on the.percentage of accounts to transfer to Travelers. For example, if you have $500,000
overall business with Kemper and Travelers Select identifies $450,000 as the opportunity, the

- available override will depend on the percentage of the $450,000 you transfer to Travelers

Select.

You may also want to take this as an opportunity o review business you have with other
carmiers. If you have any business with other carmiers you would like Travelers to consider, now
is.the time to do it! Your local Travelers Select contact is eager to help you consolidate your*

small business. :

This deal is In addition to the National Compensation agreement we have with Travelers and -
any local agreements you may-have in place: Workers: Compensation-in California or New York-
may involve some caveats — please be sure to discuss this with your local Travelers Select:
contact. . : '

| am excited about the dpportunity Travelers Select Accounts has presented to us. No other
agencles are belng offered these incentives at the premium levels we are being offered. |
recommend you start this process as soon as possible given the current circumstances

+ surrounding Kemper. Travelers is also very interested in exploring additicnal opportunities for

Commercial Accounts and other business outside of Select, so contact your appropriate
Travelers representative. )

Scott R. Isaacson
Senlor Vice President
Chief Marketing Officer

SRl:mec
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Acordia, lne. : i Charles L. Ruoff, CPCVU - . N *
111 Mvavment dee Sening Vice Previlens C . %Ordla
Suite 3200

Lndisnapuis, IN 46204

- @17)488-2514

Fax (317) 4882508

E-#ail: charles_ruolI@cvnlia.com

e COPY

Joe Maher, SVP Commercial Insurance
Fireman’s Fund
. VIAFACSIMILE (415) 899-3376

Dear Joe:
Further to our conversations dunng 1999, we realize that some of our market partners

could not meet the stipulations of our Millennium Partoership program. We also
understood that there was a strong mutual desire to eahance our relationship and grow the

- business together under some preferential arrangement. As you can appreciate, it is

important to us that we oot infringe upon the commitment made by our Millennium
Partners but we would llkc to find a middle ground to include Fireman’s Fund in our
- future plans.

Tn keeping with the above, we have designed the Preferred Market ?rogram to achieve a
better worlung partnership with a selection of important markets. The outline of the
-_program is attached for your review and consideration. .

The pn'mary differences with our Millennium Partnership is as follows:

A (l) national override and growth incentives can be at least pamally ad;ustable on
loss ratio results-this will need to be negotiated; .
(2) access to business planning will involve Acordia regxonal management
executives rather then the senior executives of the corporation;
(3) electronic interface will depend upon carrier resources available to us;
(4) quarterly monitoring rather then monthly;
(5) implementation through Acordia National Marketing Commmcc members.

- 1 look forward to our next meeting when we can discuss further and would welcome any
questions or comments you may Have at this time. Please give me a call, as we would
- like to add Fm:man s Fund to our Gold list of markets.

Sincerely,

Ohactes ﬁ%

Charles L. Ruof

CLR/bsv
Attachment
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Deb Broderick =

From: . Charlie Ruoff [charlie_nioff@acordia.com)

Sent: . Monday, August 12, 2002 10:11 AM
To: deb_broderick@acordia:com; bob_cuthbert@acordia.com

Subject: " Millennium/Preferred Market BngZt Overrides for 2003

‘The estimated budget would be as follows:

Carrier/Period Amount

January . None ‘ :

February Noue

March "CNA Commercial YR 2002 $540,000
Travelers Comm'l NB YR 2002 - 25,000

April ‘Travelers Comm'l YR 2003 $215,000
Hartford Comm'l YR 2002 - 40,000
St. Paul Comm'l NB YR 2002 15,000

‘May Hartford Comm’'l YR 2003 $135,000

. Travelers Pers. Lines'YR 2002 35,000

Hartford Pers. Lines YR 2002 25,000

June Metropolitan Life NB YR 2002 $150, 000
St. Paul Comm‘l YR 2003 35,000

Encompass Pers. Lines YR 2002 85,000

July-December None' .
fOTAL $1, 300,000

These are Based on agreements currently in place.

Charlie Ruoff

ACDHC00010500




Exhibit 26




3

The St. Paid Companies
Marketing & Distribution
385 Washingron Streer

St Paul, NIN 35102
GIL3L0.T9 T Tel
wwiwstpaul.com

TheStPaul

Property and Liability Insurance .

August 20, 2002

" Charles L. Ruoff
Acordia, Inc.
150 N. Michigan Ave.
Suite 4100
Chicago, I1 60601

AG 22 202

Dear Charlie:

Per your request, enclosed are signed copies of the Acordia, Inc, Agcncy Agxecmcnt Addendum for
Service Center Business and Small Commercial Incentive Agreement.

We are looking forward to a jointly successful 2002 and furthering our relatlonshap with you and -
your associates,

Sincer.el

f)ﬁa{,\é(. Jo B Greco

Mark C. Logan
‘ Distribution Relationship Manager
"""+ Marketing & Distribution
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This Agreement is between Acordia, Inc. and certain of its offices shown on Exhibit A
(“Acordia™) and St. Paul Fire and Marine Insurance Company and certain of its affiliated
insurance companies, which are listed in the various Agency Agreements for those offices shown
on Exhibit A (“Company™). . ' - ' '

Effecti_ve Date

- This Agreement shall be effective from January 1, 2002 to December 31, 2002.

Definitions
The following terms when capitalized shall have the lmeanings. set forth below:

. “You” or “Your” shall mean Acordia.
2. “We,” “Us” or “Our” shall mean “Company”.

“Repdrt” is the Acordia, Inc. Production/Loss Experience Report or any replacement
report furnished quarterly by Us to You. : ‘
4. “Written Premium® is Your Written Premium placed through Our Small Commercial

- BUSln’e‘s—‘S"UIii{. T e T - coC o T e e

5. “Policies In Force” is the number of policies in force with the Company’s Small
Commercial Business Unit at the end of the Current Year less the number of policies in
force with Qur Small Commercial Business Unit at the end of the Prior Year.

6. “Earned Premium?” is Your Earned Premium as displayed on Your Report with the same
‘ restrictions as shown for Written Premium.

7. “Calendar Year” means the time period from January 1 to December 31.

8. “Current Year” means the Calendar Year for which the incentive payment is being
computed. ' '

“Prior Year” means the Calendar Year immediately preceding the Current Year,

10.  “Incurred Losses” shall mean, with respect to Small Commercial business between You
and Us, the sum of losses and loss expense paid during the Current Year plus changes in
- the outstanding loss, loss expense and unallocated loss expense in existence at the end of
the Prior Year from those in existence at the end of the Current Year. -Incurred Losses
shall also include incurred but not reported (IBNR) loss, loss expense and unallocated loss
expense as determined by Us and shall include credit for salvage and subrogation
recoveries. '

077262002 | 1 ‘ AC00001035
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1L

“Loss Ratio” is the ratio of Incurred Losses to Your Earnied Premium for the Current
Year. - : :

Incentive Payment Calculations -

1.

An annual override incentive shall be paid on Your Written Premium placed through Our
Small Commercial Business Unit. The override incentive will be paid as follows:

0.5% of the Prior Year Written Premium will be paid upon signing this Agreement. If
Your Current Year Policies In Force is not 10% greater than Your Prior Year Policies
In Force, this portion of the incentive shall be repaid to the Company by F ebruary 28,
2003. -

If the Loss Ratio for Your business written through Our Small Commercial business
unit is less than 60% and Your Current Year Policies In Force is 10% greater then
Your Prior Year Policies In Force, an additional 0.5% of the Prior Year Written -
Premium will be paid as soon as is reasonably practicable after the end of the
Calendar Year. S "

An additional override incentive will be paid on Your Written Premium based on the |
schedule outlined below. We will make the calculations and payments for this additional
incentive as soon as is reasonably practicable after the end of the Calendar Year.

_- Incentive Description Payment Calculation:
Paid as % of YOUR
Current Year Written Premium

1. PoliciesIn Force
Inerease of 10 — 19.9% 0.25%
Increase of 20 — 29.9% ’ - 0375%
Increase of 30% or Greater . 0:5%

2. Profitability
Loss Ratio of 50 — 59.9% 0.25%
Loss Ratio of 40 - 49.9% 0.375%
Loss Ratio 0 39.9% or Less | 0.5%

Termination

l

07/26/2002

We may terminate this Agreemeht by giving You at least 90 days written notice provided
that the last calculation will be made for the entire Calendar Year in which the Agreement
is terminated. o ’ '

If any of the individual Agency Agreements between You and Us are, or could have been,.
terminated for cause, then the Written Premium, Policies in Force, Earned Premium,
Incurred Losses and Loss Ratio for that individual office shall not be included in the
Incentive Payment Calculation. ' '

2 | | AC00001036
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General Provisions

1.

8.

07/26/2002

Our records and computations and all other information pertaining to this Agreement,
including interpretation of any calculations required hereunder, shall be binding and
conclusive. o '

’

Your business with the Economy, Northbrook, and USF&G insurance companies, even if
prior to those companies becoming part of Us, shall be in¢luded in the determination of
Policies-In-Force, Written Premium, Earned Premium, Incurred Losses and any resulting
ratios. L Ny

The inclusion of business acquired by You by means of acquisition or merger with
another of Our agents or brokers, even if included on Your Report, in determining Your
Policies-In-Force, Written Premium, Earned Premium, Incurred Losses and any resulting
ratios shall only be as mutually agreed in writing; ‘

You may not assign, sell or otherwise transfer any rights under this Agreement without

Our express written consent.

The interpretation-qf this Agreement shall be governed by the laws of the State of
Minnesota. '

This Agreement is in addition to other current profit sharing agreements, incentive
agreements or arrangements, whether oral or written, between You and Us.

This Agreement gives You no other rights except as specifically provided herein and does
not in any way affect Your or Our rights or duties under Your Agency Agreements with
Us. No provision of this Agreement shall limit Our ability to underwrite, including

_ declining, canceling or nonrenewing, any business submitted by You.

We have the right to deduct or set off any amounts You owe Us, or our affiliates, undrer '
other agreements, before paying You under this Agreement.

All written communications related to this Agreement shall be sent to the following
individuals: ‘ e
Acordia:  Charles L. Ruoff CPCU :
Senior Vice President, Chief Marketing Officer
" Acordia, Inc. ‘
150 N. Michigan Ave., Suite 4100
Chicago, IL 60601

Company: Marc Schmittlein :
‘ President, Small Commercial
St.-Paul Fire & Marine Insurance Company
5801 Smith Ave.
Baltimore, MD 21209

ACO0001037
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IN WITNESS

/ day of

REOF You and We have caused tlus Agreement to be executed as of this
,2002.

ACCEPTED BY:

St. Paul Fire and I\&mx;lgs}ance Company -Acordia, Inc.

Tltle

07/26/2002

Bs{ﬁl\b&\m %%Mpw - Sewwe Vs p %ﬁ?@'ﬂ” |

Title
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Acordia and Wells Fargo Locations

| Exhibit A
Agency #  Agency Name City State
010026 Duckworth Morris Acordia Tuscaloosa AL
020028 Acordia of Arizona Phoenix AZ
040453 Acordia of Calif Ins Sves Inc San Francisco  CA
045127 Acordia of Calif Ins Sves Inc Lodi CA
050092 Acordia of Colorado inc Colorado Spgs  CO
090762 Acordia Southeast Inc Clearwater FL
121998 Acordia of llinois Inc- Schaumburg = L
130044 Acordia of Indiana LLC _ Fort Wayne IN
160246 Acordia of KY Inc Louisville KY
200144 Acordia Northeast Inc Boston MA
210781 Acordia of Michigan Inc Southfield Ml
221023 Acordia of Minnesota Inc Bloomington - MN
290263 Acordia Northeast Morristown NJ
318010  Acordia Northeast “New York NY
320729 Acordia of North Carolina Inc ~ Burlington NC
- -340030...... ..Acordia/Rauh_... ... . ... .. _Cincinnati. . _OH
340074 Acordia of Ohio Inc Dayton OH
340265 Acordia/McEiroy-Minister ~ ~ Columbus OH
340690 Acordia of Ohio inc _ Cleveland OH
341922 Acordia of Ohio Inc Youngstown OH
370008 Acordia Northeast - Pittsburgh PA
370132 Acordia of Pennsylvania Bala Cynwyd PA
371046 Acordia Northeast Inc Mechanicsburg  PA
420847 Acordia West Texas Agency Inc  Lubbock T
450674 Acordia Of Virginia ins Agency  Roanoke . VA
460201 Acordia Northwest Inc Seattle WA
470129 Acordia of West Virginia Charleston WV
221256 Wells Fargo Insurance Inc Minneapolis MN
221780 Wells Fargo Insurance Inc Marshall MN
221781 Wells Fargo insurance Inc Thief River Falls  MN
260618 Wells Fargo Insurance Inc ~Omaha NE
330327 Wells Fargo Insurance Inc Fargo ND
400288 Wells Fargo Insurance inc Sioux Falls SD
430394 Weils Fargo Insurance Inc Salt Lake City uTt
07/26/2002 5 ACO0001039
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Premium Collection

All business placed through the Service Center shall be on a direct bill basis. The Company is
responsible for billing and: collecting all premiums. Any commission due the Agent shall be payable
monthly within 15 days after the end of the month in which the amount becomes due. The Agent's name
shall be displayed on all policies, renewal certificates and bills. ‘

Revisions to Agreement,

The Company may make changes to the terms of this Addendum by giving the Agent at least 90 days
written notice. » _ _ :

Termination

This Addendum shall terminate automatically upon termination of an Agent’s Agericy Agreement with
the Company. : : o :

This Addendum may be terminated with respect to any or all Agents by either party upoﬁ 90 days written.
notice to the other party, provided that the a final calculation of the service fee will me made with respect
to the terminated Agent(s) for the Calendar Year in which the Addendum is terminated.

Comimissions '

~ The Agent shall earn commission on business placed through the Service Center as defined below: -

1. Automobile..........coocvonrcoviceene . 15% VL Professional, Directors & Officers,

Exceptions . ' ' Management Liability and

Limousines.........c.cccoeevveveevvvveene .. 12% - Errors and Omissions........................ 10%

Long Haul ... 10%
il.. Boiler and Machinery......:.'..;....;......... 15% VII.  Property and Inland Marine....i .................. 15%
. Casualty........... st e 15% '

Occurrence and Claims Made IX. Workers' Compensation

Limited Pollution ' . ' Including Stop Gap Liability

. - ' Non-Participating .........cccocoevveemrien . 6%

V. Crime, Bond and Glass ........c........... 15% P‘articipating ....................... Refer to Company
V. Excessand Umbrella...................... 15% . X. International ........... e, N 1172

VI.  Business Owners Policy
New Business Foundation Series **..... 20%
Renewal Business Foundation Series.. 15%
PACE......... ettt a et e et r e 15%

** New Business does hot.'-include existing St. Paul poliéyholder business obtained by agerit or broker “letter of
record,” obtained through acquisition of or merger with another agent or broker of Company, obtained by '
Company's acquisition or merger with another company, or obtained by any canceliation and rewrite.

: S ACO0001041
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The rates outlined in the commission Schedule above are distinct and different from the Standard
" Agency Commission Schedule attached to the Agent’s Agency Agreement. The rates outlined above can
be changed pursuant to the' terms of the Agent’s Agency Agreement. Changes to rates of commission
placed through the Service Center shall be mdependent of any other potentlal change to the St. Paul
Agency Commnssxon Schedule. .

Service Fees

The Agent will be assessed a service fee on all policies renewed by the Service Center based on the scale
below. The service fee will also be assessed for new business, as defined above, that is cross-sold by the
Service Center employees. Service fees shall be deducted from commissions paxd to the Agent at the
rate outlined below.

The service fee Preferred Schedule shall be effective through June 30, 2003. To retain the Preferred
Schedule beyond June 30, 2003, the Agent must have at least 65% of its Service Center eligible accounts
placed through the Service Center, as measured on June 30 of each year thereafter. If the 65% threshold
is not met on any June 30, the service fee Standard Schedule will apply until the 65% threshold is
reached on any subsequent June 30. Any adjustment to the service fee Schedule shall be made by the
- Company as soon after June 30 as possible.

Lines of Business Preferred Schedule Standard Schedule
New Renewal | Cross Sold New Renewal Cross Sold
, Agent/SC Agent/SC
Package, Auto, Umbrella |. 0% 1% | 0% 1% 0% 2% - 0% 12%.
T WorKers” Compensation b% 1% T 0% “ 1% 7 1770% ~ | = 2% 0% 2%

Other Conditiori's

1. The Agent may not assxgn sell or otherwise transfer any rights under this Addendum without the
Company’s express written consent.

2. The interpretation of this Addendum shall be governed by the laws of the State of Minnesota.

3.. This Agreement gives the Agent no other rights except as specifically provided herein and does not
in any way affect the Agent’s or the Company’s rights or duties under the Agent’s Agency
Agreement with the Company. No provision of this Addendum shall limit the Company’s ability to
underwrite, including declining, canceling or non-renewing, any business submitted by the Agent.

4. Notice to Acordia, Inc. shall constitute notice to all of the Agents.

5. This Addendum is being executed by an authorized representative of Acordia, Inc., and such
‘representative warrants that he/she has authority to sign this Addendum on behalf of all of the Agents
shown on Exhibit A.

) , o . | ACO0001042
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. All other terms and conditions of the Agent’s Agency Agreement shall remain the same. . -

IN WITNESS WHEREOF, the Company and the Agent have caused this Addendum to be
executed and become effective as of this _] _dayof %@,}/—' ., 2002,

' ACCEPTEDRY: | | ) |
By: }%A ‘ |

St. Paul FW Ins. Co. . » Agent

Title: B@@WR\A%%%p\W Title: Sz Ve lﬂ é’éiS 'b@th’

AC00001043
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SC Addendum

. Agency #

010026
020028
040453
045127
050092
090762

121998

130044
160246
200144
210781
221023
290263
318010
320729

~340030 -

340074
340265
340690
341922
370008
370132
371046
420847

450674

460201
470129
221256
221780
221781

+260619

330327
400286
430394

Exhibit A

Agency Name

Duckworth Morris Acordia

. Acordia of Arizona
" Acordia of Calif Ins Sves Inc

Acordia of Calif Ins Svcs Inc
Acordia of Colorado Inc
Acordia Southeast Inc

~ Acordia of illinois.Inc
: Acordia of Indiana LLC
" Acordia of KY inc

Acordia Northeast Inc
Acordia of Michigan Inc

_Acordia of Minnesota Inc
"Acordia Northeast

Acordia Ndnheast
Acordia of North Carolina Inc

Acordia!Rauh.____. e e

Acordia of Ohio Inc
Acordia/McElroy-Minister

-Acordia of Ohio lrc

Acordia of Ohio Inc
Acordia Northeast

-Acordia of'Pennsylvania
. Acordia Northeast Inc
Acordia West Texas Agency Inc
‘Acordia Of Virginia Ins Agency

‘Acordia Northwest Inc
Acordia of West Virginia
Wells Fargo Insurance Inc
Wells Fargo Insurance Inc
Wells Fargo Insurance Inc
Wells Fargo Insurance Inc
Welis Fargo Insurance inc
Wells Fargo Insurance Inc
Wells Fargo Insurance Inc

Page 5

" Acordia and Wells Fafgo_ Locations

i City
Tuscaloosa
Phoenix
San Francisco

Lodi

Colorado Spgs
Clearwater
Schaumburg
Fort Wayne
Louisville
Boston
Southfield
Bloomington
Morristown -

- New York.

Burlington
Cincinnati-
Dayton
Columbus
Cleveland
Youngstown
Pittsburgh

Bala Cynwyd
Mechanicsburg
Lubbock ™ -

.Roanoke

Seattle
Charleston
Minneapolis
Marshall

Thief River Falls
Omaha -

Fargo

Sioux Falls

Salt Lake City

State

AC00001044
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0 Chubb will pay a 5% goml mission overtide on the production of new_Farefront business. _
{New Acordia business attained via Broker of Record on existing Chubb business or business currently
written by Chubb through a wholesale broker will not be eligible for the override payment)

o Chubb wil! pay a 5% commissig'n override on the production of new cémo"nland Marine business.
(New Acordia business attained via Broker of Record on existing Chudbd business or business currently
written by Chubb through a whalesale broker will not be efigible for the override payment)

O Chubb will pay a 5% commission override on “the production of new business to Acordia and
. Chubb developed directly from the Wells Fargo banking refationships. .
(New Acordia business attained via Broker of Record on existing Chubb business will not be
eligible for the override payment.)

[agg. { ﬁan(s]z

O " Each Chubb branch managerwiﬁ meet with their respective Acordia office manager to develop a
. taclical plan designed to produce the Incremental growth resuits that will result in a pay-out from this
special incentive amrangement. . ' : - ’ :

0 Each Chubb branch manager will provide their respective Acordia office manager their top five most
successful and/or sought after Sic codes with the objective of directing their locat Acordia production
team towards accounts that have a better chance of success with Chubb.

o Each Chubb branch manager and their EPP manager will develop a Forefront production plan
designed to produce increased Foréfront submission activity and maximize cross-selling opportunities
within Chubb’s existing Acordia book of business. ] ’ ) . :

‘0 - In conjunction with Mike Slor, Dan Schull and Mark Freeman will devise a *“Wells Fargo Production

Plan” framework to serve as a guide for each Chubb branch office and their respective Acordia office
to fallow in their effort to maximize joint production opportunities from this key business source. :

. S
ACDHC00010950

S~




