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April 9, 2009

IMPORTANT NOTICE -

Errors & Omissions Requirement

Regence recently discovered the need to clarify the requirements related to the Errors
& Omission (E&Q) coverage you are required to carry in order to serve as a Producer
with us. As a result, we wanted to notify you that we will be conducting a clean up
effort of our existing E&O coverage records, as well as an ongoing maintenance audit
to take place monthly.

Below is a summary of Regence E&O Coverage requirements:

Regence requires any insurance agency or stand alone agent with whom Regence
contracts to be covered by an E&O policy issued in the name of the insurance agency
or stand alone agent with whom Regence Contracts.

There is an additional requirement that each of the insurance agency’s authorized
producers also at all times be covered under an E&O policy. The E&O policy
covering the insurance agency’s authorized producers can either be coverage as an
“additional insured” under the insurance agency’s policy, or coverage under a separate
E&O policy issued in the name of the individual authorized producer.

Prior to your E&O policy renewal date, Regence will contact each appointed agent or
agency by letter to request compliance with the above requirement. In order to
maintain your appointment, you must supply verification of E&O within 30 days from
receipt on that letter. Failure to comply with these requirements will result in
termination of your appointment.

We are here to support you through this process so please do not hesitate to contact
our Agent Desk by email at oragentdesk@regence.com phone at (503) 225-4960 or
toll free at 1(800) 452-7278 x 4960.
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E&O Insurance Requirements with Regence

What is E&QO insurance?

E&O insurance refers to “errors and omissions” insurance, or “professional liability” insurance.
This type of insurance generally covers you from negligent acts, errors or omissions arising
from your activities in conducting your business as an insurance producer.

Why is E&O insurance important?

E&O insurance helps protect you from lawsuits that might result from a mistake made in
conducting your business. Because insurance can involve claims for high dollar amounts,
having adequate insurance helps protect your other assets in the event of a suit.

What is Regence’s E&O requirement?

Regence requires any insurance agency or stand alone agents (with whom Regence contracts)
to be covered by an E&O policy issued in the name of the insurance agency or stand alone
agent. Each insurance agency’s authorized producers must also be covered under an E&O
policy at all times. An E&O policy covering the insurance agency’s authorized producers can
either be coverage as an “additional insured” under the insurance agency’s policy, or coverage
under a separate E&O policy issued in the name of the individual authorized producer.

What amount of E&O insurance is required?

E&O insurance is offered in the marketplace for various amounts, and the amount that you
need depends on the amount of business you undertake and other assets you have that you may
wish to protect. You should carefully consider the amount that is right for you. In order to
contract with Regence, Regence requires a minimum of one million dollars ($1,000,000) per
occurrence.

In whose name should the E&O policy be issued?

Regence requires any individual or business entity that Regence appoints to be covered by an
E&O insurance policy issued in the name of that individual or business entity. For example, if
insurance agent “John Smith” would like to be appointed under an agent agreement with
Regence, Regence requires that the E&O policy be issued in the name of “John Smith”.
Similarly, if insurance agent “John Smith” has set up a separate business called “John Smith
Insurance Agency”, Regence requires that the E&O policy be issued in the name of “John
Smith Insurance Agency”. In that case, “John Smith” would also be required to be covered
under an E&O policy since John Smith would be an authorized producer of the “John Smith
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Insurance Agency”. The E&O policy must always be issued in the name of the person with
whom Regence contracts, and in cases where the contracting agency is a separate business
entity, then E&O coverage must also be obtained for each authorized producer of the separate
business entity.

What should | submit to Regence to demonstrate coverage?

You should submit an insurance certificate or “ACORD” form. Regence looks at the form to
confirm that: (1) the insurance policy is issued in the exact same name of the person (or
business entity) with whom Regence has a contract, and (2) that the insurance policy was
issued in the sufficient amounts.

I am the sole owner of an agency. Doesn’t my individual E&O coverage already cover the
acts of my agency?

Some E&O policies may cover some of the acts of a business entity of which you are the sole
owner. However, if you would like the business entity to be the person with whom Regence
contracts and appoints, to meet Regence’s requirements, you must obtain E&O insurance
issued in the name of the entity, as well as E&O coverage for yourself as the authorized
producer of the business entity. If Regence contracts with a separate business entity, insurance
issued to you as an individual is insufficient to meet Regence’s requirements because Regence
requires the insurance policy to be issued in the name of the person with whom Regence
contracts.

I am named as an “additional insured” under a policy issued to an agency. Can I
individually be appointed to Regence?

To meet Regence’s requirements, the insurance policy must be issued in the name of the person
with whom Regence contracts. If Regence directly contracts with you as a stand alone agent, a
policy issued to an agency would not meet Regence’s requirements because the policy would
be in the name of the agency instead of your name individually. If you wish to contract directly
with Regence, you must be covered under a policy issued in your name. If you write your
business through an agency, and that agency contracts with Regence, then an E&O policy must
be issued in the name of the agency, and that policy can name you as an “additional insured.”

Where can | go for more information.

Regence is ready to help you understand this requirement, and answer your questions.
For help, please contact the Regence agent desk at (503) 225-4960 or toll free at

1 (800) 452-7278 x 4960
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