\olume 1, Winter 2002

In This Issue:

Page 2

Focus on the Client
Service Highlights

Page 3

Technology Bulletin
Hot Issues- continued
Who is WNCFirst?

Page 4

Conference Schedule Update

Special Insert: Weather, El Nifio
& LaNifia, a specia report

New Legislation - The
Terrorism Risk Insurance
Act of 2002

by Ofelia Chuate, S. VP

H.R. 3210, which may be cited as the Terrorism
Risk Insurance Act of 2002, was enacted by the
U.S. Senate and House of Representatives, “to
ensure the continued financia capacity of insurers
to provide coverage for risks from terrorism.”
President Bush signed the Bill into law on
November 26, 2002.

The Act defines an “act of terrorism” as any act
certified by the Secretary of the Treasury, in
concurrence with the Secretary of State and the
Attorney Genera of the United States, to be “a
violent act or an act that is dangerous to human
life, property or infrastructure...committed by an
individual or individuals acting on behalf of any
foreign person or foreign interest, as part of an
effort to coerce the civilian population of the
United States or to influence the policy or affect
the conduct of the United States government by
coercion.”

continued on page 3

Quarterly News and Views From WINCFirst Insurance Services

From The President’s Desk

Customer Parinering Builds
Successful Opportunities
by Carl L. Herrmann, I11

Thanks to the opportunities provided by our customers, WNCFirst
continued to grow in its dominance of the flood insurance, residential
coverages and financial services markets. All of us at WNCFirst take
pride in our efforts to go above and beyond to satisfy our customers
needs. By partnering with you, we enjoyed some outstanding
achievements in customer satisfaction and company growth this past
year, including:

® Our new name, anew graphic identity and positioning

® Overdl, astronger and more efficient company

® Anincrease in premiums of more than $20 million

® The introduction of several new or improved products throughout the year

® The immediate development of a product to provide insurance during the NFIP hiatus

® Additional quality staff membersin all of our departments to better serve our customers

® Cregtion of a Term Life Divison

® Enhanced technology

Aswe continue our customer partnering activities in 2003, we recognize the need to address the
competitive nature of our customers markets. We know that, recognizing the projected economy for the
new year, WNCFirst must continue to be best in services, best in customer response and best in offering

the products necessary to make you, our customers, leadersin what you do. Therefore, that is our promise
to you.

For 2003, WNCFirst is dedicated to meeting these challenges. In this new year, we will continue to
enhance our present product offerings and develop new products, al designed to provide our customers
with more profit opportunities. We will continue to analyze and improve our customer services, response
activities and technical support to ensure we are offering the very best available. And, we will continue to
operate the organization to achieve the highest levels of productivity and cost efficiency.

In 2003, asin years past, WNCFirst will be working diligently to solidify and improve our partnership
with our customers. Thank you for the opportunity to make these partnerships a redlity.

Atlantic (See Insert). Some scientists believe it
may even suppress tornadoes in a path stretching
from Indiana to Mississippi. From Minnesota to
Maine householders may have lower winter fuel
bills as the average temperature rises about 4
degrees. In Cdifornia sports fishermen are treated
to abnormally warm waters bringing exotic species
such as barracuda and yellowtail to bolster the $1
billion-per-year sport fishing industry.

The Claims Center

El Nifo/La Nina -Where’s
the Silver Lining?

by Lynne Miller, V.P/Claims & Flood
Product Management

Although the mayhem caused by El Nifio is more
commonly reported by the media, thereis an
upside. For instance, in Florida, El Nifio reduces
the number and severity of hurricanesin the

Since this year has been designated as an El Nifio
year, we don't expect alot of hurricane activity.
continued on page 2




Claims continued from page 1

Rather, we will most likely see an increase in
localized property damage from cyclonesand a
flood exposure increase in California and the
southern U.S.

Another positive note: your Claims steff at
WNCFirst is fully prepared and ready in the event
of anatura disaster. Our staff has many years of
field experience and possess the skills necessary to
provide excellent service to our policyholders at all
times. Our service providers guarantee that they
have Catastrophe Teams in place and ready to roll.

Who is El Nino?

The term originally was used to describe the
warm southward current that appearsin the
western coast of Ecuador and Peru every
December but is now reserved for occurrences
that are exceptionally intense and persistent.
These happen every three to seven years and
can affect climates around the world for more
than ayear. The name El Nifio, Spanish for
“the child”, refers to the infant Jesus Christ
and is applied because the current usually
begins during the Christmas season.

Focus on the Client

An Interview with
SeaCoast Underwriters
by Norman Heinrich, Exec. VP

With the effects of the hardening property market
continuing into 2004, quality customer service
continues to be a significant marketing tool for
our producers.

“We strive to be different from our competition
with friendly, quick and accurate service” stated
RC Chaffin, President of SeaCoast Underwriters,
alarge producer for WNCFirst. SeaCoast is
committed to offering their customers the most
advanced Internet interaction with their company.
RC fedlsthat by staying one step ahead of the
competition technically, it keeps them one step
ahead professiondly. SeaCoast relates that their
commitment to technology is more than just a
financial investment. To them it is a corporate
cultura investment.

RC believes technology, coupled with their
knowledge of the marketplace and products, and
continued on page 4

2 TheGUARDIAN

Service Highlights

WNCFirst Gets a Life
by Jay Soringman, Exec. VP

In our continuing effort to provide our client’s with
new and innovative products that generate bottom
line results, WNCFirst is proud to announce the
launch of our “ Statement Marketed Term Life
Insurance Program”. The program is designed to
provide your customer the opportunity to meet their
individual life insurance needs with affordable term
life insurance. It provides financia ingtitutions with
anew source of feeincome.

“Our clients depend on us to provide excellent
product in the area of risk management speciaty
insurance to protect them from negative impacts to
their bottom line. Our new life program alows us to
help them to positively impact or increase their
bottom ling,” said Carl Herrmann [11, WNCFirst's
President and COO.

The benefits of the program include:
® Competitive pricing

® Fully underwritten product

® |ndividudized coverage

® Convenient process

® Significant fee income opportunity

A client branded, custom designed response card
offering the affordable life insurance isinserted into
every account statement. The customer completes
the card and returnsiit to the program administrator
or callson atoll free number.

The program administrator contacts the customer to
calculate a personalized quote. Upon acceptance of
the quote, the program administrator completes the
application and schedules the paramedical exam.
Once the exam is performed, the completed forms
are sent to the carrier for underwriting. Policy
issuance is completed and the policy is delivered to
the customer. Payment is through the auto deduction
from the customer’s checking account.

The product is underwritten by The Old Line Life
Insurance Company of America, amember of the
American Internationa Group.

WNCFirst's Statement Marketed Term Life
Insurance Program is designed to work in addition
to any other life insurance programs you currently
offer. Term life insurance — the best coverage at
the most competitive rates in the marketplace —
provides your customer an dternative to
traditionally marketed group products.

“The purchase of life insurance is driven by the
customer’s decision and based on their personal

needs. Some customers will prefer the convenience
of the traditional group products but others will
focus on the value proposition offered by term life.
Doesn't it make since to offer both to reach more
customers?” Herrmann said.

NFIP Re-Avuthorized
by Ofelia Chuate, S. VP

On Thursday, January 9, the Senate passed the hill
sponsored by Congressman Mike Oxley (R-OH)
and Congressman Barney Frank (D-MA) bill to
reauthorize the National Flood Insurance Program
(NFIP) for another yesr, retroactive to December 31,
2002. On Monday, January 13, 2003, the President
signed into law H.R. 11, the “Nationa Flood
Insurance Program Reauthorization Act of 2003,
which retroactively reauthorizes the National Flood
Insurance Program as of December 31, 2002, until
December 31, 2003.

There was amoment of hysteriain the mortgage
lending industry when Anthony Lowe, Administrator
of the Federal Insurance and Mitigation
Administration, announced that the 107th Congress
adjourned without extending the National Flood
Insurance Program'’s authorization beyond
December 31, 2002. Many lenders, especialy

loan originators were darmed by the fact that real
estate loans could not go to closing until the NFIP
was re-authorized.

Soon after Mr. Lowe's announcement, WNCFirst
contacted Freddie Mac and Fannie Mae and
provided information on flood insurance offered by
private insurers. WNCFirst aso made a significant
effort to announce program availability to our many
lenders, servicers and mortgage loan originators.

Freddie Mac provided the mortgage industry with
information on private flood insurance programsin
their December 16, 2002 Bulletin. These programs
were used to help relieve the problems caused by
the NFIP situation.

The NFIP was enacted to provide a means for the
generd public to purchase flood insurance not
commonly offered by the private insurance industry.
The federal government has done a commendable
job in educating the general public, local
communities, the mortgage lending industry and the
private insurance industry about the risk of flooding.
Through various rate increases and the use of
actuary-proposed rates, the NFIP reports that the
program is now salf sufficient and no longer requires
subsidization by the federal government.

Private insurers recently re-entered the flood
insurance market hoping that through sound
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underwriting, service and the use of proper rates,
they would offer aquality aternative to the NFIP.
WNCFirst believes the recent NFIP reauthorization
situation will help creste competition and will
result in more options for the insuring public for
flood insurance.

Now that President Bush has signed the hill, the
NFIP will continue to write the federal flood
insurance for another 12 months. It will be very
interesting to watch the development of the private
flood insurance market that is now offering
coverage that used to be available only through
the federa government.

The Technology Bulletin

Exceeding Expectations
by Greg Shimkus S. VP/Operations
& Technology

Branding is not the only initiative underway at
WNCFirst, though it may be the most visible.
Behind the scenes, launching WNCFirst requires
a sharp focus to ensure our company is positioned
to exceed client expectations in all areas of our
servicing solutions. Technology plays akey role
in accomplishing our goal of being the number
one service provider in the Financial Insurance
Industry.

Data management and Distribution are critical
elements of a successful business strategy in our
fast moving marketplace, and the WNCFirst's IT
department is committed to leveraging the best
technologies available to achieve operational
excellence through effective data management.

In reviewing the various forms of data transfer
between our clients and WNCFirgt, the facsimile
machine, although revolutionary inits day, is
clearly the most inefficient delivery method
embedded in our internal processes. This
methodology requires double entry of data,
generates reams of paper, and creates ample
opportunity for error in the transfer process.

Recognition of these inefficiencies served as the
catalyst for development of WNCFirst's
Distributive Capture Platform, utilizing Internet-
based technology and a standard desktop browser.
Distributive Capture Platform will allow our clients
to communicate directly to WNCFirst's host
systems when initiating the Binder Process, Issuing
Immediate Insurance Coverage, Requesting
Coverage Cancellation, or Reviewing Critical
Policy Transaction History.

continued on page 4
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Who is WNCFirst?

Mindi Hay,
Claims Examiner/Pasadena

Meet Mindi Hay. Mindi has served in the WNCFirst
Pasadena claims office for amost eight years. During
that time she has performed many servicesin the
department. Currently she reviews force-placed
flood/hazard and homeowners adjusters’ reports

and processes clams using IBM ASA400 and Citrix
systems.

Mindi enjoys her self-described “bad habit” of
chronic shopping and dining out with her friends.
She's also very creative and enjoys making custom
crafts and gifts for friends and family. Mindi isan
avid photographer and likes taking black and white
photos and creating specid effects. In her spare time
she likes taking her kids to movies and on tripsto the
park. She hasjust recently become the proud owner

of anew Jeep Liberty.

continued from page 1
TheAct establishes a Program within the
Department of the Treasury under which the
Federa government shares with the
property/casualty insurance industry the risk of loss
from future terrorist attacks. The Federal
government’s share of losses from terrorism
covered by the Act will be equal to 90% of the
amount of loss that exceeds the insurer deductible,
up to an aggregate limit of $100 billion per year.

TheAct nullifies any existing terrorism exclusion in
commercia property and casualty insurance
policies that are in force on the date of enactment of
the Act. Even State approval of any terrorism
exclusion shall be void to the extent that it excludes
losses that would otherwise be insured losses under
theAct.

TheAct requires al admitted and surplus lines
insurers providing commercial property and
casualty insurance to participate in the Program and
offer coverage for losses caused by federaly
certified acts of terrorism. Also, the Act requires
insurers to provide clear and conspicuous notice to
their policyholders of the premium charge for
terrorism coverage and the Federal government’s
share of the loss from terrorism covered by the Act.

For paliciesissued before the date of enactment, the
Act requires that disclosure to policyholders be
made within 90 days from November 26, 2002
(enactment date of the Act). For any new and
renewd proposals, the Act requires that disclosures
to policyholders include a premium quote for
terrorism coverage covered by the Act. Failure to
comply with the disclosure requirements will not
only result in ineligibility under the Program, but
may also expose an insurer to fines up to $1 million
per violation.

By February 24, 2003, al our clientswith a
commercia policy in effect on the enactment date
of the Act will receive a Policyholder Disclosure
Notice. If terrorism was excluded from your policy
before the Act, that portion of terrorism exclusion
now covered by the Act has been voided. A
premium quote will be provided in the Policyholder
Disclosure notice for the terrorism coverage now
covered by the Act and you will have 30 days from
our notice date to either reject or pay the premium
quoted in the notice. Please note that if the premium
isnot paid within 30 days of the notice, the
terrorism exclusion voided by the Act will be
reinstated in your policy.

Also every future new or renewal proposa to every
policyholder will include a Policyholder Disclosure
Notice offering terrorism coverage covered by the
Act. However, given that many of our programs
extend coverage based upon enrollments, reporting
schedules, or certificates of insurance, Policyholder
Disclosures may have to be modified from
prescribed standard formats may not provide a
specific dollar amount. Additional information will
be provided as we get it from our insurance carriers.

For acopy of the actual Act, you can go to the
Treasury Department web site:
http://www.treas.gov/press'rel eases/reports/po37042
polf

The addresses for samples of the Policyholder
Disclosure Notices adopted by the Treasury
Department are:

http://Aww.nai c.org/pressroom/rel eases/disclose
one final.pdf

and

http://www.nai c.org/pressroom/rel eases/disclose
two_final.pdf
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Conference Update

National Mortgage Servicing
Conference and Servicing
Management Workshop

February 25 - 28, 2003
New Orleans Hilton -— New Orleans, LA

Industry topics to be discussed include:

® Default Supersession

® Effective Pay-Off9Lien Releases

® Workflow Technology

® Maximizing Cash Management Operations

® Effective Loan Set-up

® Fannie Mae, Freddie Mac, HUD and VA Updates

National Technology in Mortgage
Banking Conference & Expo

March 9-12, 2003
Walt Disney World Dolphin — Orlando, FL

The future has arrived and you must be prepared.
Join 1,200 colleagues and 100 exhibitors and
encounter incredible new technologies that will
dramatically change your business. Hear the latest
on topics such as:

® eMortgages

® Transaction Security

® Web Services

® |nternet Lending

® Much more

Please feel free to contact Sheri Kordsmeier at 770-509-5159, if you have any questions or need any
additional information about these or any other conferences.

)
WINCFirst.

nsuran-°ce

Corporate Home Office

2468 Tapo Canyon Road e Simi Valley, CA 93063
www.wncfirst.com

Focus continued from page 2

the quality of their agents, gives them the edge they
need to compete.

Many of WNCFirst's producers have established
quality customer service programs using the
Internet and many other tools to enhance their
relationship with their customers.

After all, WNCFirst iswhere it is today because
of the relationships we have with our producers
and the outstanding rel ationships they have with
their customers.

Technology continued from page 3

If you would like more information on WNCFirst's
Distributive Capture Platform, or any other
WNCFirst technology solution, please call the
Operations and Technology Group at
1-800-798-5522.
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Weather, E1 Nino and La Nina

HATURE EL N0 CONDITIONS IN PLACE, WOAA FORECASTERS REPORT

Jarnaary 9, 2005 — The climate phencmenon El Mifio has reached it “matore s tage™ ard will inger tlroagh the end of
spung, according to fomcasters atthe
HOAA NHabonal Weather Serace. The
HOAL Climate Predichon Center, whach
wsued the lates t E]1 Niro autlook today,
reported that seaswrface tenpertare 1n
the equatonal Pacific Ocean remainad
greater than | degree T (2 {agﬂes Fl
shove average inDecenber Tenperabarms
below the saface were above normal in
the eastern Pacific, while cold subsurface

tenpershires were woorded in the wes taam
equatorial Pacific,

“These sea auface temperatares ndicate
- the matare phase of E1 Hifio 15 in place,™
Comrneay of (H0AA sand Jum Laver, duectorof the CRC. El
Hifio ocours when sea sorface
tenperabares m the equatorial Pacific Ocean remain ah ove averaze for more than several morths . This usually iggers
abrospheric amnd weather changes aound the zlche.

Prediction Throogh Harch

Seasonal Outlook @,

Fomcasters expect El Hiro to contbae

. : . January - March 2003 ol
tobung doe-than-avenge conditions ; —
acand the Ohio Valley s tates and o Conditions Compared to 1971-2000 Normal
northern Roclaes , wetter-than average
conditions lleng muchof the scuthem gt ! Warser
tier of the ration and, warmer-than -
average tenperabire scross the Warmer  warmer

northern ter s tates, sontherm and

B Wattar
southeastem Aluska. - -
Warmer -
“Typically, El Nifio impacts on the US.  So2!* 1) Wauiiii |

ave strorgest during the winter and eady
spung due to changes in the jet stream,
arnd the pattern of storm actaty,” sad
the CPC" Vemon Koasky, NOAL's
lead El Miflo forecwter He added this
El Hifio will contiiue o remain weaker
than the strong 1997-98 version

Fomecasts for the evohation of E1 Hado/La Nifia are updated menthly in CPC's Climate Diagrostics Bulletin, Forecast
Forum at:_http:iiwww cpe neepnoss goviproducts’analyas montoningbulletinfforecast html To receive an e-mail
nobficabonwhenupd ded ENZ0O Diagnos tie Disoussions am meleased please send your e-muaal addwess fo:

Clhmate Predichon Cerder
Habonal Cerders for Envroramental Prediction
HOMA AN abonal Weather 5 ernace

Camp S pungs, MD 207464304 -
b iharere noaanewrs poas g ovisbores s | S0 WFlrSt







