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REVIEW PERIOD: [ 2002

Farmers Insuraace Group
PERFORMANCE AND DEVEI.OPMEN’I‘; PLAN AND REVIEW

I.  Identification and Signatures

This torm is intended to guide and document discussions. It is not an end in itself. The discussion. is what’s important.
Both parties should take time to prepare properly aod talk candidly. We owe this to our peaple.
All shaded sections are tv be completed at the end of the review period.

If your ace filling in this form on line, the boxed-in areas will auwmati(__i:lly expand to accommodate your text.

Exoployee Narme: m Social Sec;nniy Neiz . A——
Employment Dage: 07-28-98 Date Assigned Position: 02-01-01
Function:  Claims Deparcment:  Seattle Claims Service Center
Job Tide:  Special Claims Representazive Salary Grade: 33

Mexe level Manager Signarure

Employee Sigmarure Date
Marager Signture Date
Dare

Marager Initiaks Employee Instials i
Manager Inidals Employee Initials = Dace
| Manager Initals Employee Initiak I_Datg

Date

Employre Signacure . Dece
Newt level Matuger Sigminire R i
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Instructions:

under Section 111, Individual Performance Plan

‘ cription

4 Overall Company Goals -+

I Organizational Goals - 2002
I :

Based on the company goals below, cach grganizational unic has establistied key goals for the review period. List your
unit’s goals in the space provided. These should be specific to the deparement and tdentify che main objectives for your
work group. The Serategic Initiatives and your unit’s goals are supplemenzal to the Overall Company Goals. Using the
most applicable of thse goals as a basts (you can pick from any of these groups), cstablish individua performance plans

1

t. Exchange Profirubiliry
Sugplus ratio goal
Combiaed ratio goal
Agency Development
Appoint career agents
Achieve 2 nec gain
3.  Life and Asscrs Under Management
Increase Life Issued and Paid Policies
Increase Assets Under Mapagement
4. Producr Density
Product depsity per household
J. Management Company Eacnings

ha

our expenses and business investments

Manage our growth by better managing and leveragin

; 33%
E 103%

3 per district
1 per disteier

Minimum ef 17 per full time agent
Increase by at lease $523 m.

Increase by 15%

Achieve camings of §

Discribution

# 1 Spccialty Company — Foremost
Markedng Management
Experience driven by technology

Lol

- Strategic Initia

5. Cmer_ ericncchcrencion
6.  Trusted Advisor
7. People:

Goal Description

€. UnitGoals (Uair = wockigroup ro.which the smployee toost ditectiy contribistest,. .

Measures

1. Colossus Unhzanon

]

Colossus Accuracy

3. Comparative Negligence

4. Subroganon (Collisien Collectnon Rano)

70%
85%
18%

1.12.99%
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1L Iadividual Performance Plan:

name

[nstructions: Ac the beginning of the review period, determine qhe s _Instrucuons. Ac rhc end of che

individual goals as they relate to the organizational goals on page (2 To ] review period, describe the actual

complete this portion, refer to the Whaes's Imporiant Now personal | "} accomplishmencs and evaluate. each
planning form completed in conjunction with the Strategic Management | goal using the fuﬁowmg racm;,

Conference. In the left # column, indicate which Company Goal, | scaler S

Stracegic Initiative or Unit Goal {from page 2) the individual goal : VExcccds cxpectanons L

supports, e.g. A1, B3, C2. Establish performance measures, both; - | Meets- expectations - -

wannitarnve and qualirarive, and target dates for completion. | Below eXpeCrarInns L
t Pla A - Actiusal Accomphsbments . e
. (descnbe and rage)
1. 1 12-02 T o : S

Al Colossus Usage Achieve utilization on 70% of all injury | . You unhze Cclossus on all- approprrate*
claims, t¢ be measured by Colossus ] ﬁlcs o R
teports and QA ] L R TR

RHIT_iI:'.lgii MEET& EXPECTATIONS
2. 1 12-02 - ”
cz Comparative Identily sud properly apply comparative | g You z_pphed comparatve neghgcnce on:
Negligence negligence, with a goal of 18% of all BI | : 10.3% of setdements, caw number of 3 :
files, as measured by QA end Colossas ;| units, based on numbers available 7

Reports .| through November.-

‘ Ratmg, BELOW EXPECT AIT 01\5

3. 1202 o T ‘

C3 Subrogation Increase Collision Collection Ratio to I Your closings properly reflect "sub"
12.99%, conmibucion to be measured by © | *ne'sub™. We have mer owr goal in
case review and QA f o colhsmn collectmn ratio. iy

' Rmng,r.;amg'rs mncrxﬂo_'Nsi -
4. 1202 o - -

C4 Training Acrend Calibradion and CR tratsing Yon attended a]l team cahbranom :md
sessions on topics applicable o your - the m-DFEce trmmmg avmiabie ‘
development ‘ : . .

Rating: MEETS EXPECTATIONS
5. [zez | 7 T

Ci LEO Improve LEO chrough 85% Colossus ' v aned an our methud of measuring -
accuracy, trainiog io negotiations, and ; . I accuracy we jcade that the goa] was
claitos handling practices presented in _ : po realistic. My review of your claims
case reviews, filed rides and calibradon | .. | indicates that you are paymg clmms

Eo appropmteiy TR
thmg’ MEETS EXPECTATIONS

)
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Employee Name: ]
Lewvel:

CR Game Plan :

Period of Plan: 1 Quarter 2002

Section 1: Should be completed as a joint effort of the Sup

Identify the Employee’s
Asxcas of Srength:

!
i
1
i

—Strong time management skills

--Orpanized

—APD background is helpful in BI handling

Ferformance Gogls: - Focus on 3.5 goals that will have an

These goals must be consisteat with the BCOs d

be the basis for mating specific sections of the PPR.

immediate financial impact on your department.

specific and quantifiable. These goals should

epastmental goals and _shc;:;uld be

1

p.2

l:!rllisbr and Claims Representative,

Loss Cost Man ent; _
Problem - Cause Cament Expected Result Completion
L : : Resuld | : . Date
* Surplus rartio * Inconsistency in 1 l'® 70% of all unirs e 033102
deteriorating evaluation - settled to go
* Combinced matic | e Inexperience in ~ through Colossus
at an Colossus use ! & 10% Comp neg
anacceptable ¢ Lack of attention to . application
Ievel SUB »  85% Colossus
. * Subrogation accuracy
collections » LEO (%TBA)
imsufficient improvement
® ' Sub dolar goals
(I'BA) -Fo Fo3H
i » Collision
~ collection ratio
_ 12.25%
Customer Service: : .
Problem Cause ' Current Expected Compietion
! Result Resuilt Date
- » . .
(Expected resnlts) :
Employee Development: :
Problem Cause Correat | Expected
‘ | Resulr Result Completion
' { o Date
* Inconsistency in * Lack of experience . e  70% of e  03-31-02
evaluation ® Reduced exposure to peer ability
o Lack of training | staif to
knowledge in ; participate
[ CRN pse i
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To:

Department:

Department:

Subject:

FARMERS

September 17, 2001
All Exﬁployces

All Departm_énrs
Michael L. Kent

Vice President — Human Resouce Services

Homan Resource Services

_QUEST FOR GOLD - JULY 2001 RESULTS

On the back of this page are the Quest For Gold qualifying offices through July 2001. As you
know, carlier this year we announced several changes to onr Quest For Gold program. For 2001,
employees whose Jocations achieve their Quest For Gold goals will receive 1.25% of their eligible
salaries ($100,000 madmumy). '

Management Company employees are being measured on Combined Rario. Personal Lines

Exchange employees are being measured on Loss Adjustment Expense Ratio, Subrogation and
Sulvage, and Commercial Lines Exchange employees are being measared on Combined LAE Ratio

and Subrogadon.

" Our continued emphasis on Exchange proficabilicy is coitical. We must 2lf apply ourselves roward

achieving financially healthy Exchanges. As everyonc knows, the Exchanges’ consolidaced
combised ratio deteriorated by 6% during 2000. This yeaz has shown further deterioration.
Everyone has a stake in the performance of the Exchanges. Itis up cach of us to do our parr and

_ contribate to turning around our adverse loss trends.

Onge of Farmers Core Values is thar everyone parricipates, and we need the active pardicipation of
everyone in aurning our financial simaton around. What are you doing ro help solve our corobined
ratip problem? '

SEETHEKEYS T0.PROFITABILITY.ONTHE RACK.OF-THIS BAGE
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There are two primary ways o help in improviog the performance of che Exchanges:

First, you can help control expenses.

99

o
T

Perform your job responsibiliries in the most efficient manner possible.

Eliminace redo work.. _ S
Dedicare Snancial resources only to those projeces that will have che most impact on
pur financial performance. :
Manage supply orders, employee overtime and ousside clerical support.

Sertle every ciaim fairly, pay everything we owe as quickly as possible, and pay
aothing more or noching less. .

“The second is to influence or direcely impact revenues.

e

ar

- Be passionate about providing the highest qualiry of service to our customers and
agency force to make Cistomer Satisfaceion #1.
Suggest Facmers insurance and financial services to family and friends to triple the
aumber of customers, double the densicy of customer relarionships and increase
custorner “stickiness.” ) o
Be compellingly easy for our customers and agents to do business with.

Fatmers is a great company! We are a growth company, with 73 yeass of tremendous success. We
will overcome our carrent challenges just as we have done many times before. Keep fucused on
customer service, trust in oue excelleace to do all the right chings for all the. right reasons. ‘We
know what needs to be done. Now is the rirne for everyone to partcipate a5 a team and get the
loss ratio issue resolved!

Quahfymg Offices Through July 2001 -

STATE OFFICES - SERVICE CENTERS . COMMERCIAL SERVICE CENTERS
Idaho 8.0. ‘Northwest 5.C. _ Los Angeles C5.C
Montana/Wyoming 5.0. Phoenix S.C. . Northwest CS.C.

Nevada 5.0. Pocatello S.C. Northern California CS.C.

New Mexico 8.0. ' Phoenix CS.C.

Oregon 5.0. Professional Liabilicy

Washington 5.0. :

Please Note: All results are availzble on che Employee Dashboard. Cherk our your office’s results.
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QUEST FOR GOLD EMPLOYEE HANDOUT

Farmers is an American success story. Our logo is red, white and blue. And otir company's

personality is very American. Out company embodies the Ametican values of hard work,

honesry snd innovation.

So it is appropriate on this Quest for Gold day chat we not only celebrate what America
stands for but also what our company stands for. Ten million American families have put
cheir ¢rast in us to solve their worries and achieve their dreams.

2001 was 2 tough yéar in the insarance industry as 2 whole, not just at Farmers.
Hurricane Allison in Texas dealt a severe blow. And we experienced increased water
damage and mold daims in Texas and California. And don’t forget the Booding we
experienced in the Midwest. All of these hurt the Exchanges’ profirability last year. Bue
we also share some responsibility for our results. We didn’t properly underwrite or rate the
risks we wrote, with unacceptable resaits, especially in out homeowners bock of business.
And we didn't keep o handle on our expenses. So, together, we all played a role in our
results in 2001. .

1

We had same successes last year as well. The Mapagement Company, Farmers Group
Inc., met its operating income earnings goal. Our life company exceeded ptemium
expectations in 2001, particulady in the area of strucrured secderments.We entered mto
saccessfl alliznces with Bank of America 20d Ulico Insurance Group to offer Farmers’
products and services to bank customers and pnion membess. Farmers Financial Solutions
significandy increased sales of variable annuity and universal life products, as well as
mutual fund products, and increased the famber of licensed agents. Earmers also
introduced its new “monuments” advertising cCampsaign as well as its new HelpPoint
program and the promise of empathetic, caripg service any time of the day ot night. And
finally, in response to the events of Jast September 11 th Farmers’ Spirit of America Fund
caised more than $100,000 for disaster relief. All these successes, however, we'Te
overshadowed by our poor financial resulft.

It is no secret that che goals for Cash Profic Sharing are very similar to the goals for Quest
for Gold, It also isn't a secret chat half of our Cash amonnt is “at risk™ to underscore the
Jink becween Exchange profitability and employees’ Cash Profit Sharing. The Exchanges
sre important to the entire Farmers organization. The Exchanges collect the preminms,
assume the insarance risks, and pay out the claims. If the Exchanges are not copsistently

rofirable, then the entire Farmers’ franchise suffers. It is up to each employee to ensure
that the Exchanges remain finandally healthy.

We must have every Farmers employee sbsciutety focused on the profitabilicy of the
Exchanges-in 2002. :

Remember Farmers’ Core Velues: Worthy of Trust; APassion ro Win; Everyone
Participates; Costomer-focused; Treat Eyeryone with Respect; and Excellence in All We
Do. These are American values, and they are Farders as well. If Farmers employees
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remember these values and try to practice them everyday, then there is no obstacle that
our company CANNO0L OVErcome.

p.17
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FARMERS .

Martin D, Feinstein
Chatrman of the Board, President
and Chisf Bxerurive Officer
Farmars Group, Inc.

\
June 22, 2001

Dear Employee:

A few weeks ago, we announced several changes to our compensation programs to underscore the
impartance of generating solid underwriting resules, By now, you should have had an opporrunity o
‘meet with membets of your management team t0 discuss these changes, and how they fir into the
~ overzll proficabiliry stracegy of our organizacion. As a follow-up to those meezings, here are additianal
" derails regarding the Quest For Gold and Cash Profir Sharing programs. '

Quest For Gold - As you know, each employee is eligible in 2001 to receive 2 Quest For Gold payour

" of up w 1.25% of his or her eligible eamings {capped ac $100,000). Additionally, we've reduced the
number of goals used ro derermine eligibility for 2 payour. Employees who work for Facmers Group,
Inc. (the management company) will be measured on achievement of a Combined Ratio Goal.
Management company employees at Service Centers, Commercial Centers and Srare Offices will have
their own local Combined Ratio Goal. All ather employees will be measured on the overall Company
Combined Ratio Goals of 108.05%. This includes all managemen: company employees ac Home
Office, F.A.C.T., Financtal Solutions, Farmers Life, Vahie Added, our two HelpPoint Centers and

" EasyPay. '

Personal Lines Exchange employees {incinding Claims Litigation, Claims Legal Services and SAE) will
be measured on achievement of three company-wide goals. They are: Loss Adjusrmenr Expense
Ratio, Subrogation and Salvage. Commercial Claims employees will be measured on achievement of
wo company-wxde gaais They are Combined Loss Ad;uscmenr Expense Ratio and Subrogauun

Cash Profit Sharing - All management company employces waI have 50% of their Cash Profic
Sharing benefir tied to the achievernent of one company-wide combined ratio goal of 108.05%.
Exchange employees will have 50% of their Cash Profic Sharing benefit tied ro the categories
menrioned abave. The remaining 50% of Casb Profit Sharing for both groups is not changing and
will be based on the old formula.

Attached are breakdowns of che new goals by locarion for both programs. Cermmunication of
monthly resules in your location will coatinue wo be handled by your local management team. You
will be hearing mare from your management team abour this new format shortly.

As we continue our quest ta reach our goals, I want to re-emphasize the importance of your persanal
efforcs. Fach of us has a stake in the furure of our greac organization. It's up to all of us to stay
focused on 'what we can do to heip easure thar the Farmers insurance exchanges remain steong. We
have had 2 lot of communication with our ageats on this issue as well, and [ can tell you they are on
bozrd and also working o make a difference. '
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These are challenging times, but I know we have the team to meet these challenges. I'm counting on
all of you.

Guog Ho Friead! 7
Marcin D, Feinscein, CPCU, CLU, GCA
Chairman of the Board, President and
Chief Fxecurive Officer

- Arrachment



David-E Harding To: Tim A BametyOKCDC/Farmers/USA/Zunich@ZURICH
o cc: Stephen A WiburOKCDCIFarmers/USA/Zurich@ZURICH, Rhatt A
wed 1173072001 05:20 PM Banfield/OKCOC/Farmers/USA/Zurich, Tim A
i - BarretVOKCDC/FarmersfUSAIZurich@ZURICH, Michael W

Beaman/OKCOC!IFarmers/USAIZurich@ZURICH, Steve M
Wayanl/OKCOC/Farmers/USA/Zurich@ZURICH, Greg A
Vaugharn/OKCDC/Farmers/USA/Zurich@ZURICH, Scott
StuaryOKCDC/F armersfUSA/Zurich, Tim
GrifinfOKCDCIFammers/USAfZurich@ZURICH, Dawd w
EllisfOKCDC/Fammers/USA/Zurich@ZURICH, Candace D
) DouglasfOKCDCIFamers/USA/Zurich@ZURICH,

steve_ensley@farmersinsurance.com

Subject: Darren Thompson Settlerents

[ just reviewed six of Darren's Bl settleaments. Except for an cbvious policy limits case, he settled all
Colossus units under the low range. Alt were soff tissue.

It can be done. )

As you know we have been creeping up in settlements in the lower range of Colossus. We shouidn't be.
Cases from 0 fo $2500 should be settled cons:stentiy in the lower range or below. They are not worth
much and a jury will teach them a lesson.

Our CRs much resist the temptation of paying more just to move this type file, Teach them to say “sorry,
no more." with a2 toothy grin and mean it. It can be done as Darren consistently does.

Tim, put a copy of this in his Human Rasources file, If he keeps this up during 2002 we will pay him
asccordingly.

David Harding
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