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Florida threatens action agai

TALLANASSEE, fla. = Prudemial Inswrance
o, Sotxed o7¢ than 10063 alder Flyridians into
hiyiag new Jile insucsnce 1hat siripped (he value
fromn oldt paticics sed wipod avt thelr retivement

Tnmuraacs Coamissianar ML Nelson ordeved
the natlon's largeat lifs iasucer L0 thow Why he
shauld nat revoke its Mae licease to scll lite
insueance aud lapase “the stiitnsg ol fines.”

“The massags i (13t o mrateer hee higyeu are,
yout stlil fave to abey thie law,” Mr. Nelsoa said.
i sesriers, { will insiss that Prudeovial ceturn
cvery p2oay that has beea taken away from Floc:

Prudoatiel spakegman 2o UcFillipps Aaid the

cofapnny takes “Florida’s dciion veey striqusly,”

license,"Fasald.

wrndequale,

Tha invegiigatlna b7 Florica Indicaved thst 30
prreant of all Mz inguranee el or 128,409 poli-
rler wane £ for B¢ wiind the Jalad of o7licy

* *We will oppose 217 Jllenpl 10 TovoLe dur

t Fwridas more conld jeapacdiz: get'ements
i westh s much a3 £2 &llson olready Aeguiiatod
T betwean Pesdential and 45 siaie Iasurarce
o damonenld 3nd sllerecyt cepresenting soma

poiicyholders. Texas, California, Magtachuscits
© aud Viegiain st refecied the terms asigpted by
;  the athay sraei, deiciibing the ettioment as
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pulivies, My. Netson sl i

Tho atate will puluze 10 Join & scitfenent ha
Prudeatial Ba; renchad with 48 othier states for
such “CANsLing” tantics, ha gaid,

Customers thaaght the; wers ghaling battar
ingyrancs covecase for the ans pilen. (i stete
alleget, They vere tobl (Rt divideardgon their ofd
paticizs ikely would cover premiutet ¢n tew pal-
icles, bat 1zany ended up paying presmivecs aad
intsrest 0 latns agefust thole oM golicios whan
Abvidends fell choet aftee & few yoeo My, Nelson
lﬂlﬂ‘l‘..ﬂq |

Florida 20d other staccs previousty have said
that Prudeatial [zifed 1o laze sdegiaie qeeps
teal wlih ce prodem, which continged {ram 1932
uniil 1993 and may have alioctes] 24 ireay os 10.7
nillion life insurance paiicyhelders potionwide,

At u Jac. 2L heorlrg (m US: Distbict Courel in
Newark, Florida plums 1o oblect ta an agreswent
Prudondial zecegted in Srptember o pay 31 feost
$410 millioa 0 tewle clasyaction lawaaits nation-
3ty e bzhallof churning viciias,

“1173 2 bad desl {ar policyholders[™ M. Nelson
sald,

Among other rhings, the seuldment woukl
require policyhaldary (0 give writtza yroal that
Prade afial vied E2ceptive tactics. Prtagan often
1alked custorera inlo Fush SraangorIc iy, Maviag
o papsae trail. he Jeld i

Mr. Nelga's ender aucused 1l dndater ol

nst Prudential

ohats ueting hic iavestisation, dosiroying patey
liel evidence and ignocing o May 1995 udpoena
for Lafomaation on its sales praciices. Ve culd tha b
investigation alzo found thar Pridantial munag-
crx weee k) nat (o report canplaints and that
Crudential trainig Mims gloritied deceptive rales
Eeiles,

o fvguee, Prodential fired U sandor efticial in
Flocids ockide R 3id he alloiced dociiments
LadGr tulepoena by A2 Invessizaers 9 bel
desteuped. Forener 30nlor vico presidaut David
Fastenbery has gince 1usd Prudential for wrong- *
fel wrimination, the company said.

Florida offictaly chargs that 3e, Fritenbecy -
desteaved ning fila cabinceref decuments Includ-
ing audits, busivess practices invsitigation: 2nd
vegivndl flles,

Join Cratsmez, ‘2 former Prudential sundier.
teld Flonida investigztors i Ssgiewadae that
cavrning continued loang alter he fion adecred
sealov Frudzntial managiment 1o the probied in
1982.

On Wednesday, e AHC salavicion pragran
Printe Tiare Liva will ren 3 segniant baed on its
ik manth investigatiya of Pradansiali Hfe incur-
ence zalkts operatinn, o WOk sposcsmen 33l

Afier Flotida fil38 ita comaplaia, Newarkdarod
Frudoni ot s 21 doys %o respond o7 {200 oznaniog
“36gin feem findd {0 the revocaticaof it licsnge
0 sall lle [nsuranve in Flarida
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E. Michael Caulfield, CLU
President

= Prudential Preferred Financial Services
% @ Westgate Corporate Center
ThePrudential & 477 Martinsville Road, P.O. Box 1993
Liberty Corner, NJ 07938-1993
(908) 604-1000 Fax: (908) 604-1014

April 4, 1994

Phillip Morris |
700 Mount Vernon
Richardson, TX 75081

Dear Phillip;

Effective 5:00 pm (CST) on April 5, 1994, the P&C Specialist Contract between
you and The Prudential Insurance Company of America is terminated.

Your attention is directed to the provisions of the contract which require you to
return books and records and to refrain from replacing The Prudential's policies
with the policies of another insurer.

Sincerely,

E oot G il

E. Michael Caulfield

(o} General Manager - FTWX
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THE TEXAS HOUSE OF REPRESENTATIVES

FRED HILL CHAIRMAN, COMMITTEE ON URBAN AFFAIRS

Texas Department of Insurance March 3, 1994
Company Activities, Legal Enforccment DlVlSlOﬂ

P.O. Box 149104

Austin, TX 78714-9104

ATTN: Mr. Javier Padilla
Staff Attorney

Dear Mr. Padilla,

I have been contacted by Mr. Phil Morris of the Phil Morris Insurance Agency, located
in my district, regarding what appears to be Texas Insurance Code violations by thg Prudential
Preferred Financial Services Company. Enclosed, is information regarding this case, mcludmg
a copy of a letter written by you to Prudential.

According to Mr. Morris, Prudential has been forcing clients to purchase extra insurance
before they can receive coverage. As you are already aware, the insurance company has been
using a point system, whereby a client must have a certain number of points before being able
to be covered, i.e., three points for other PRUPAC business, two points for PRU LIEE business,
and one point for no lapse in coverage.

% Mr. Morris states that now Prudential is attempting to terminate contracts with the
independent agents "without the notice required by Texas Insurance Code § 21, 11-1", causing
them to be "deprived of their book of business and livelihood without adequate compensation
before a judicial determination can be made". '

In an effort to countermand the temporary restraining order granted by Judge McClellan
Marshall of the 14th Judicial District, Prudential filed a federal court class action law suit against
all Texas Independent agents. They are attempting to get the federal court to force the agents

. to post a $9 million bond because of the supposed loss of revenue to Prudential’s business. Mr.
Morris feels that by moving the case to the federal courts, it can be tied up for years and the
lndepﬂndult agents won’t have thc funds to wait that long. I‘hey w_ilL go out of business, before

~ tlie case is setded. : . s ‘

I would apprccmte it if you would apprise me of the status of thls case o '

Smuuely, /
Frc—:d L

cc: Claire Korioth, Chairman, State Board of Insurance
Georgia Flint, Commissioner of Insurance

AUSTIN OFFICE: State Capitol Exlcnéion, Room 2.704
P.O. Box 2910 + Austin, Texas 78768-2910 « (512) 463-0486 + FAX (512) 480-0512
DISTRICT OFFICE: 2485 Promenade Center » Richardson, Texas 75080 » (214) 234-8980 « FAX (214) 480-3934




