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In Brief

AIG overhauls incentive
compensation system

American International Group
Inc. has established a new
performance-based incentive
compensation plan for its
employees, a company
spokesman confirmed. The
system is based on four rankings
determined by employees’
performance compared with
their peers. Those ranked in the
top 10% of the employees will
receive the greatest incentive
pay, followed by those ranked in
the next 20%, the next 50% and
the remaining 20%. The plan
affects 2010 compensation.

Law firms, lawmakers
target Toyota recalls

About 25 law firms seeking class
action status for lawsuits filed
against Toyota Motor Corp. in
more than 20 states have
formed a consortium, an

See IN BRIEF page 22

SPOTLIGHT

Rates ease for insurance
that covers political risks
outside the United States;
how to protect against major
financial
losses that
are caused
by the
absence or
departure of
a key person
in the
organization; competition
and coverages abound for
corporate travel market;
obtaining coverage for
punitive damages can
be tricky. PAGE 11
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COBRA extension
hits speed bump

Lawmakers expected
to find new route
to continue subsidy

By JERRY GEISEL

WASHINGTON—Senate  Majority
Leader Harry Reid, D-Nev., last week
abruptly removed provisions from a
fast-moving jobs bill that would
extend the 65% COBRA premium
subsidy in duration and to more

though, Sen. Reid jettisoned
COBRA and numerous other provi-
sions from the measure and said he
would seek immediate passage of a
more narrowly focused bill.

“We are going to move a smaller
package than talked about in the
press,” the Nevada Democrat said at
a news briefing.

But experts say the COBRA provi-
sions remain very much alive and
could be included as part of a subse-
quent jobs bill or legislation to be
developed to extend several expir-

ing provisions in the U.S. Tax
Code.

“The COBRA provisions
themselves are uncontrover-
sial,” said Frank McArdle, a
consultant with Hewitt Associ-
ates Inc. in Lincolnshire, Il
“Instead of going out on this
train, they may have to go out
on the next train.”

The most significant COBRA

people, but experts say the COBRA
provisions remain very much alive.

Top members of the Senate
Finance Committee last week
released a draft of a bipartisan jobs
creation bill in which several
COBRA premium subsidy provi-
sions had been embedded. Within
two days of the release of the draft,

provision in the latest proposal
would extend the current 15-
month premium subsidy to
employees who are involuntarily
terminated from March 1 through
May 31. Another would extend the
subsidy, in certain situations, to
employees who lost group health

See COBRA page 21
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Medical marijuana laws
create dilemma for firms

By JUDY GREENWALD

Employers are facing the chal-
lenge of maintaining a safe
workplace while more states
legalize the use of medical mari-
juana, experts say.

While courts generally have
ruled that firms do not have to
accommodate medical marijuana
users, employers in some jurisdic-
tions still are awaiting guidance
on the issue (see story, page 20).

Furthermore, all employers
must guard against the potential
of running afoul of disability
and privacy laws, experts warn.

Fourteen U.S. states now have
laws that permit physicians to
prescribe marijuana for cancer,
chronic pain and a host of other

medical conditions, while legis-
lation to permit medical mari-
juana has been introduced in
another 12 states, according to
Santa Monica, Calif.-based inde-
pendent researcher ProCon.org.
New Jersey is the latest state to
legalize medical marijuana,
under a law that takes effect July
1 (see box, page 20). States with
legislation pending as of Jan. 22
were Alabama, Delaware, Illi-
nois, Iowa, Massachusetts, Mis-
sissippi, Missouri, New York,
North Carolina, Pennsylvania,
Tennessee and Wisconsin.
Despite the state action, mari-
juana remains an illegal sub-
stance under the federal Con-

See MARIJUANA page 20
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Aon founder

By SALLY ROBERTS

CHICAGO—Eighteen months after
retiring as executive chairman of
Aon Corp., Patrick G. Ryan is
embarking on a new venture that

seeks to build new insurance venture

he plans to build into a significant
player in the wholesale insurance
marketplace.

Ryan Specialty Group will serve
as a global holding company of
managing general underwriters,

crain
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managing general agencies and bro-
kerages, and will provide specialty
insurance services to retail agents

While he retired from Aon in 2008,
Patrick G. Ryan said he never
intended to retire from the industry.

and brokers around the world.

The announcement of Chicago-
based RSG follows the December
formation of ThinkRisk Underwrit-
ing Agency L.L.C., a Kansas City,
Mo.-based managing general under-
writing agency specializing in errors
and omissions coverage for the
media, advertising, technology, pri-
vacy and network security indus-
tries.

ThinkRisk, RSG’s first subsidiary,
was founded by industry veterans

See RYAN page 19
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New York producer pay rule draws ire of buyers, brokers

By SALLY ROBERTS

NEW YORK—Reaction to the New
York State Insurance Department’s
final producer compensation disclo-
sure regulation ran the gamut last
week among agent/broker and risk
management groups whose mem-
bers will be affected by the new rule.

The Risk & Insurance Manage-
ment Society Inc. reiterated its dis-
appointment with what it sees as
inadequate disclosure requirements,
while a producer group represent-
ing smaller agents and brokers
slammed the rules as too onerous
and said it would sue to stop them
from being enforced.

But another producer group sup-
ported the regulation, calling it not
“overly burdensome.”

The final Producer Compensa-
tion Transparency regulation,
which was published Feb. 10 in the
New York State Register, is the fifth
iteration of the rule on which regu-
lators had been working since hold-
ing joint hearings in 2008 with the
New York attorney general’s office
(BI, July 28, 2008).

The final version is the most lax
in terms of disclosure requirements
on producers operating in the state
and differs greatly from the original
version in January 2009, which
would have mandated that produc-
ers disclose in writing to clients the
nature and amount of any compen-
sation they receive in connection
with an insurance placement.

Under the final regulation, which
takes effect Jan. 1, 2011, producers

New York State Insurance
Superintendent James J. Wrynn

operating in the state must, among
other requirements, disclose to
clients their role in the insurance
transaction and whether they will
receive compensation from an
insurer based on the sale. Further

information about the nature,
amount and source of that compen-
sation must be disclosed to clients
upon request (see box, page 21).

The disclosure regulation does
not apply to reinsurance place-
ments, insurance placements with-
in a captive insurance company,
wholesalers and on renewals.

“This regulation will provide New
Yorkers buying insurance with an
important tool to use in making an
informed decision,” New York State
Insurance Superintendent James ]J.
Wrynn said in a statement. “Almost
everyone buys insurance at some
point, and in these difficult eco-
nomic times, consumers should
understand any incentives that may
potentially affect the recommenda-
tions from their agents or brokers.”

Not everyone is happy with the
final regulation, though.

RIMS called the revised rule a
“180 degree shift from previous ver-
sions in terms of its commitment to
consumer protection for renewals.”

The final regulation also contains
diminished disclosure requirements
for producers, said New York-based
RIMS, which called on the New
York department to reopen its pub-
lic comment period for an addition-
al 30 days.

“Consumer organizations have
not had the opportunity to digest
these additional changes and com-
ment upon them,” Scott Clark,
director of RIMS’ external affairs
committee, said in a statement.

See RULE page 21
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SEC risk disclosure requirement looms

By MARK A. HOFMANN

WASHINGTON—Most public compa-
nies must comply with federal risk
management disclosure rules that
go into effect in about two weeks.

The risk management disclosure
requirements are part of a broader
corporate governance document
that the Securities & Exchange
Commission approved in Decem-
ber. The rules, which take effect Feb.
28, require disclosures in proxy and
information statements about:

o The relationship of a company’s
compensation policies and practices
to risk management;

® The background and qualifica-
tions of directors and nominees;

® Legal actions involving a com-
pany’s executive officers, directors
and nominees;

® The consideration of diversity
in the process by which candidates

for director are identified;

® Board leadership structure and
the board’s role in risk oversight;

o Stock and option awards to com-
pany executives and directors; and

® Potential conflicts of interests of
compensation consultants.

The requirement would not apply
to some small public companies.

Matt Allen, global practice leader-
enterprise risk services and solu-
tions at Marsh Inc. in New York,
said the provision dealing with the
board’s role in risk oversight is rais-
ing a lot of questions. The language
is subject to considerable interpreta-
tion, such as what oversight means
and what has to be actively dis-
closed, he said.

A briefing paper issued by Marsh
this month recommends several
actions that organizations should
take. These include instituting or
refining an enterprise risk manage-

ment process, implementing one of
the best practices structures in risk
oversight, conducting a compensa-
tion risk assessment, educating the
board on its role in the risk manage-
ment process, and instituting a
streamlined risk reporting function.

Board members need to be edu-
cated as to what they should be
doing, what they need to be asking
and where they “really intersect”
with the ERM activities, said Mr.
Allen. The CEO, chief financial offi-
cer or someone in legal or compli-
ance activities should be telling
board members what they need to
do, he said, adding that the chief
risk officer should be involved in
the educational effort as well.

At Melbourne, Fla.-based Harris
Corp., the risk manager already is
involved.

See SEC page 20
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Lloyd's of London confident about its future

Changing regulations,
simplifying operations
among challenges

By MICHAEL BRADFORD

LONDON—LIloyd’s of London'’s oper-
ating model proved its mettle dur-
ing the global recession and will
hold up well with few modifications
over the next several years, a review
of the marketplace concludes.

As a subscription-based market-
place, however, Lloyd’s still needs
to simplify various aspects of its
operations, including its claims pro-
cesses, the review acknowledged.

And the market must prepare for
regulatory challenges such as the
scheduled implementation of Sol-

LLOYD'S OF LONDON

Sean McGovern of Lloyd's of London
said the market made it through the
financial crisis in "very good shape.”

vency II in 2012, according to the
review, Lloyd’s Strategy 2010-2012,
which was released last week.

The 26-page review looks at the

marketplace and its performance
and ambitions going forward. It was
produced after an analysis of
Lloyd’s data and interviews last year
with more than 80 brokers, manag-
ing agents, market associations,
investors and others with ties to the
marketplace.

“Generally speaking, the findings
confirmed what we already knew
about Lloyd's,” said Sean McGov-
ern, director, general counsel at
Lloyd’s. “We got through the finan-
cial turmoil in very good shape.”

“There are no major shifts in
direction in this plan,” Richard
Ward, Lloyd’s CEO, wrote in the
review’s introduction. “This is, in
part, because the market is perform-
ing well.”

See LLOYD'S page 17

CATASTROPHES

AP PHOTO

A pedestrian struggles against wind-whipped snow in Washington last week
when wintry weather hit much of the mid-Atlantic region.

Winter storm losses
may top $2B: Analyst

By MARK A. HOFMANN

WASHINGTON—Catastrophe model-
er EQECAT Inc. estimates that the
two winter storms that raked the
mid-Atlantic region earlier this
month caused more than $2 billion
in insured losses.

Two storms struck the area, the
first beginning on Feb. 5 and the
second last week, leaving some
parts of the Washington metropoli-
tan area with more than 30 inches
of accumulated snow.

Oakland, Calif.-based EQECAT
based its estimate on a preliminary
assessment of the overall scale of
these storms and their snow, ice
and wind impacts relative to major
prior events in the past two decades.
EQECAT expects that the majority
of the losses will be focused in the
corridor from northern Virginia to
the New York metropolitan area.

EQECAT said the most common
sources of monetary losses are a
result of roof damage, pipe break-
age, and ice dams in eaves causing
water to leak into buildings.

Wind gusts of more than 50 mph
were reported on the Fast Coast.

According to a spokeswoman for
the New York-based Insurance
Information Institute, winter
storms are the third-largest cause of
catastrophe losses annually.

“From 1999 to 2008, winter
storms resulted in more than $7 bil-
lion in insured losses.... Winter
storms cost $770 million in 2009,
the lowest in eight years and $600
million below the average,” she
said, in an e-mail.

Tim Doggett, principal scientist
with AIR Worldwide Corp. in
Boston, noted that the first storm
resembled a 1996 storm in the same
region in terms of snowfall but
probably not in total impact.

“The blizzard of 1996...brought
snowfall amounts comparable to
(the first) storm, but it took a track
that was farther to the north,” and
hit densely populated areas, Mr.
Doggett said in a statement last
week. “Hence, AIR does not expect
the (second) storm to result in as
much damage.”
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Jobs growth expected as insurers foresee higher revenues

Nearly half of insurers
plan to increase staff
in 2010: Survey

By RODD ZOLKOS

Nearly half of the insurers partici-
pating in a recent insurance indus-
try labor market study indicate they
plan to add employees in 2010,
largely to address anticipated busi-
ness growth.

And, contrary to the views of
many industry analysts, the Jacob-
son/Ward Group Insurance Indus-
try Labor Market Study finds a
healthy majority of the insurance
companies surveyed anticipate rev-
enue growth this year.

The survey, conducted in January

by the Chicago-based staffing and
executive search firm Jacobson
Group and Cincinnati-based con-
sulting firm Ward Group, collected
information from 150 U.S. insur-
ance companies. It’s the second
such survey, with Jacobson and
Ward planning to conduct the sur-
veys each January and July.

In the most recent survey, “44%
of the companies surveyed expect
to increase staff in 2010, while only
13% expect to decrease staff,” said
Greg Jacobson, co-CEO of the
Jacobson Group in Chicago. “In
particular, sales and marketing posi-
tions have the greatest likelihood of
staff expansion.”

In the July 2009 Jacobson/Ward
survey, 34% of companies indicated
they planned to add staff. Mean-
while, 22% of those surveyed in July

MORE JOBS EXPECTED

Insurers’ 2010 staffing plans

Decrease staff
13.1% —

Increase staff
43.8%

Maintain staff
43.2%

Source: Jacobson/Ward Group
Insurance Industry Labor Market Study

anticipated staff reductions.
“We do expect fewer staff reduc-
tions and, in general, there are not

many substantial layoffs expected,”
said Jeff Rieder, president of Ward
Group in Cincinnati. In the January
survey, “only two companies
expected to make staffing reduc-
tions greater than 10%,” he said,
with both of those the result of reor-
ganizations rather than declines in
business volume.

Of companies planning to reduce
staff in the January survey, 27%
attributed the reductions to automa-
tion improvements and 19% said
the cuts would address areas of the
business that were overstaffed.

“We also expect staffing increases
to proceed at a greater rate in 2010
than 2009,” Mr. Rieder said.
“National carriers are 15% more
likely to be adding staff than their
regional counterparts.”

In addition, “I was very surprised

to see that 63% of companies
expected revenue increases in
2010,” Mr. Rieder said. “It’s counter
to what many outside analysts and
experts project.” The figure is up
from 54% of companies that antici-
pated revenue increases in the July
2009 survey.

“Companies are more optimistic
about their own results than the
outside experts are,” the Ward
Group president said. “That may
also be why they’re projecting
growth in staff.”

Companies surveyed reported the
most difficulty recruiting actuarial
employees and executives, but
those surveyed in January generally
indicated it was easier to recruit
needed talent than companies

See STAFF page 22
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Munich Re leads coverage
on Kleen Energy explosion

By MICHAEL BRADFORD
AND ZACK PHILLIPS

MIDDLETOWN, Conn.—Munich Rein-
surance Co. leads the coverage in
the fatal explosion at a Connecticut
power plant under construction by
Kleen Energy Systems L.L.C.

The Feb. 7 accident in Middle-
town, Conn., killed five people and
injured more than two dozen oth-
ers. State police and fire officials
have launched an investigation.

Munich Re last week confirmed it
is the lead on coverage for the plant,
but would not provide details.

A market source said Kleen Energy
has $664 million in insurance to cov-
er the estimated value of the project
and $212 million in limits to pay
claims related to a startup delay.

Early estimates put the loss at
about $50 million in property dam-
age and about $100 million in busi-

ness interruption, the source said.

Paris-based SCOR S.E. confirmed it
has 5% of the risk, and Chartis Inc.
confirmed it is one of the insurers on
the coverage. Officials for both com-
panies declined to elaborate.

AEGIS London, the U.K.-based
subsidiary of Associated Electric &
Gas Insurance Services Ltd., insured
5% of the plant’s all-risk coverage,
Chief Underwriter David Croom-
Johnson confirmed.

The market source also said Hart-
ford, Conn.-based Travelers Cos.
Inc. has a 5% share of the loss. A
Travelers spokeswoman declined to
comment, citing company policy.

Starr Technical Risks Agency Inc.,
a unit of C.V. Starr & Co. Inc.; ACE
Group, a unit of ACE Ltd.; Lloyd’s of
London; National Union Insurance
Group; and Arch Insurance Group
Inc. also participate on the policy,
according to a report.

Errors & Omissions

Due to a production error, a quote in a story on broker compensation from
the 2010 AMRAE conference in Deauville, France, was truncated. The com-
plete quote was: “French law allows insurers and brokers to determine remu-
neration for the broker on premiums and management services, such as
claims handling,” said Philippe Jouvelot, director of property and casualty
underwriting at AXA Corporate Solutions in Paris.

DIRECTORS & OFFICERS LIABILITY

Extra D&O reserves exhausted: Panel

Insurers urged to focus
on underwriting in

competitive market
By ZACK PHILLIPS

NEW YORK—Directors and officers
liability insurers may have to earn a
profit this year from underwriting
instead of relying on prior-year
reserves to boost the bottom line, a
panel of underwriters said.

Three D&O underwriters, speak-
ing as part of a panel at a Profession-
al Liability Underwriting Society
symposium Feb. 4 in New York, said

many insurers in recent years have
tapped reserves built up during the
past decade to weather persistent
soft market conditions.

John A. Rafferty, senior vp of
Arch Insurance Group Inc.’s execu-
tive assurance division in Chicago,
said D&O underwriters built up sub-
stantial reserves from 2003 through
2006, increasing rates while claims
frequency fell.

“So what companies have been
doing the last several years has been
bleeding out redundant reserves,”
Mr. Rafferty said. “And that gives
you the ability to produce calendar-
year results...that look really great.
(But) it's not speaking to what'’s

happening in your underwriting-
year results or your accident-year
results. That's ultimately what’s
going to be (used to) judge how you
did.”

Soon, Mr. Rafferty said, most
D&O insurers no longer will be able
to rely on prior-year reserves to pay
claims or boost overall financial
results.

“That part of the cycle is almost
done,” he said. “So we're going to
have to start living and dying on
what we are doing now, not from
2003 to 2006.”

D&O insurers are facing soft pric-

See PLUS page 22
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New York City e March 8, 2010

A new awards program to recognize leadership
and innovation in products and services designed
for professional risk managers.

The 2010 Innovation Award Winners:
ACE USA

Aon Benfield Inc.

Aon Risk Services

Chartis Europe S.A.

FM Global

InterSys Ltd

Lexington Insurance Co.

Marsh Inc

All winners will be honored during an awards dinner, to be held
in New York City during the Annual Risk Management Summit.

For additional information please contact

Becky Briggs, Event Manager,
rbriggs@businessinsurance.com or 212-210-0132

www.businessinsurance.com/InnovationAwards

Business Insurance

Commentary

New summit expands
risk managers’ options

If you are a professional risk man-
ager, a variety of events provide
important opportunities to net-
work with peers, meet industry
leaders and sharpen your skills.

One of the best-attended is the
Risk & Insurance Management
Society Inc. conference, which
this year is taking place April 25-
29 in Boston. Business Insurance
will be there, as we have been for
decades, because it is a key annu-
al conference for our readers and
a great opportunity to learn
what’s new in risk management
and commercial insurance.

RIMS' annual conference and
exhibition is always a highlight
on my calendar as editor of this
publication and, not coinciden-
tally, is one of the busiest weeks
of the year for me and BI's hard-
working staff. We invariably
come back exhausted, but there’s
a big payoff: We return with lots
of ideas and contacts that help us
better inform BI’s readers.

As we did in 2009, RIMS and
BI will jointly present the Risk
Manager of the Year award and
induct the 2010 members of the
Risk Management Honor Roll. It
is a great privilege for Business
Insurance to share this moment
with the leaders of the Risk &
Insurance Management
Society in celebrating
achievement in manag-
ing risk. The 2010 Risk
Manager of the Year will
be the 33rd individual to
receive this honor, and
the Risk Management
Honor Roll is now in its
29th year.

If you are new to risk
management or haven't been to
the conference in a while but are
thinking about going to RIMS
this year, you should strongly
consider it. BI will produce a
conference preview issue April
12, but a lot more information is
available at www.rims.org.

A new, high-level event

Before I head to Boston, how-
ever, there is another risk man-
agement event that also will be a
highlight for me, and it's a new
one: the Risk Management Sum-
mit March 8-9 in New York.

The Risk Management Sum-
mit, hosted by BI and sponsored
by leading insurance industry
companies, is designed by and
for risk managers in the Fortune
300, the BI Euro 100 list of the
largest companies in Europe and
past risk management honorees.

This event is expected to
become an annual, must-attend
for professionals who manage
large, complex global risk pro-
grams. The 2010 summit is built
around four core topics identi-
fied by Fortune 300 risk man-
agers: innovation in risk man-
agement, global programs, global
legislative and regulatory devel-

REGIS
COCCIA

Editor Regis Coccia’s commentary
appears periodically.
He can be reached at:
rcoccia@businessinsurance.com

opments, and counterparty risks.

Expert speakers will present on
each topic, then risk managers
will convene in a closed-door
roundtable discussion, followed
by an industry panel of top exec-
utives offering their perspectives
and discussing risk managers'’
concerns. There will be lots of
opportunity for peer-to-peer net-
working and comparing notes,
and the inaugural Business Insur-

ance Innovation Awards will be
presented at a March 8 dinner
during the summit.

Why this format for only this
group? Because the risk managers
in the Fortune 300 and Euro 100
do not have a similar opportuni-
ty at other industry- or associa-
tion-sponsored events. RIMS and
the Federation of European Risk
Management Assns., for exam-
ple, conduct high-quality events
for their broader-based member-
ship. Other groups offer more
limited meetings, which is why
BI saw an opportunity to comple-
ment these with the Risk Man-
agement Summit. In other words,
the summit isn't a substitute for
RIMS’ annual conference or FER-
MA's biennial forum in Europe; if
you want to maximize your net-
working and professional devel-
opment opportunities, it would
make sense to attend all three.

If you're in the Fortune 300 or
Euro 100 and the summit
sounds as interesting to you as it
does to me, I urge you to reserve
your spot at the Risk Manage-
ment Summit by visiting
www.BusinessInsurance.com/
RMSummit right now. You won't
be sorry.



To address the complexities of D&O insurance, it takes the right people,
a strong balance sheet, worldwide capabilities and a flexible approach. These
are the strengths of ACE. We take on the responsibility of your risks so that
you can take on the responsibility of making things happen. We call this

insuring progress. Visit us at acegroup.com
years of
insuring progress

© 2010 ACE Group. Coverages underwritten by one or more of the ACE Group of Companies. Not all coverages available in all jurisdictions.
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Bipartisan summit
will aid health reform

WE THOROUGHLY SUPPORT President Barack Obama’s call for a
televised summit to bring together congressional Democrats and
Republicans to try to develop a bipartisan consensus on health care
reform legislation.

There are many reasons why the drive to pass health care reform
has faltered. High on the list of reasons was the attitude of top
Democratic leaders, especially in the House of Representatives.

There was little, if
any, effort to develop

a measure that would  INeither political party

attract GOP support.
Democrats probably has a mOT’lOpOly on

acted that way on the .
assumption that they gOOd 1dea5.
could pass reform leg-
islation without any
Republican backing.

That assumption was flawed for two key reasons. Most impor-
tantly, neither political party has a monopoly on good ideas. Shut-
ting out the GOP inevitably led to inferior reform bills on which
many of the voters looked with suspicion.

The second reason became evident when the Democrats lost
their filibuster-proof majority in the Senate after a special election
in Massachusetts. With that change, they also lost their ability to
win approval of reform legislation without Republican support.

Aware of that new political reality, President Obama is extend-
ing an olive branch to Republicans and actively seeking their
ideas. We hope Republican leaders who initially were cool to the
offer will respond positively and begin discussions. That, in turn,
will increase the likelihood of developing a reform plan that
would be meaningful and attract the bipartisan support needed
for enactment.

Producer disclosure rule
needs a new approach

LIKE MANY ATTEMPTS at compromise, New York’s new producer
disclosure rule has managed to antagonize groups on both sides of
the issue.

As we report on page 3, the state’s producer compensation trans-
parency regulation, which will come into force next year, is consid-
erably watered down from previous drafts of the rule. It has come
under fire from the Risk & Insurance Management Society Inc. and
the Independent Insurance Agents and Brokers of New York, albeit
for very different reasons.

Considering the tumult surrounding broker commissions during
the past decade, we can understand RIMS’ disappointment with the
rule. For years, even before the investigations of former New York
Attorney General Eliot Spitzer, risk managers have sought more infor-
mation on how much their brokers are paid and who is paying them.

Given the abuses uncovered by the Spitzer probe and the direct
correlation between the price that buyers pay for insurance cover-
age and the amount intermediaries receive in various forms of com-
missions and fees, disclosure of broker compensation should be
mandatory under all circumstances.

The position of the ITABNY is less easy to understand. The group
says the rule will add costs and administrative burdens and it plans
to go ahead with legal action to try and block the rule from taking
effect. If showing your customers what they are paying for is
deemed too expensive or too troublesome, one has to wonder
whether the compensation system is too complex in the first place.

New York’s disclosure rule had been seen as a possible blueprint
that could be used by other states. We hope other regulators take a
different direction.
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U.K. legal fees

set for change

If your company is more likely to
be involved in English litigation
as a defendant and face claimants

who instruct lawyers on a

“no-win, no-fee” basis, recent
recommendations to reform the
court system in England and
Wales may sound like good news,
says lan Lupson, commercial
disputes partner in the London
office of law firm Jones Day. Less

good news perhaps is the
suggestion—subject to

safeguards and a limited increase
in damages—that contingency

fees may become lawful in
England and Wales, he says.
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Navigant acquires
economics consulting firm

WASHINGTON—Navigant Consult-
ing Inc. has acquired Empiris L.L.C.,
a Washington-based consulting
firm that focuses on litigation, regu-
latory proceedings, policy debates
and strategic planning.

The Empiris team, comprising 21
employees, will join Navigant’s eco-
nomics consulting unit, Chicago-

based Navigant said in a statement.

“The Empiris team deepens our
testifying expert base, particularly
in antitrust and regulatory matters,
and the senior leadership at Empiris
provides a tremendous foundation
for growing our presence in Wash-
ington,” John Garvey, managing
director and leader of Navigant’s
economics unit, said in a statement.

Terms of the acquisition were not
disclosed.

Companies jointly form
claims management firm

FISHERS, Ind.—Reinsurance broker
US. RE Cos. Inc. and National
Catastrophe Adjusters Inc. say they
have partnered to form a claims
management company.

The joint venture, Blue Hill
Claims Management L.L.C., will
provide claims administration ser-
vices to property/casualty insurers
and managing general agencies
with catastrophe-exposed business,
the companies said in a statement.

Indianapolis-based NCA will
expand its third-party administra-
tion services through the Pearl Riv-
er, N.Y.-based brokerage’s network.
US. RE said it will offer claims
administration services to clients
through Blue Hill Claims Manage-
ment, supported by claims special-
ists from NCA.

James C. Pearl, president and
chief operating officer of NCA, will
direct the group.

Blue Hill Claims Management is
located at 9725 Windermere Blvd.,

Fishers, Ind., 46037. The phone
number is 317-915-8888, ext. 1210

U.S. Retirement Partners
buys 403(b)-planning firm

DEERFIELD BEACH, Fla.—U.S.
Retirement Partners Inc. says it has
acquired a company that provides
retirement planning to teachers in
Florida.

Iselin, N.J.-based USRP said in a
statement that it acquired Bencor
Retirement Group L.L.C., which
provides 403(b) plans for teachers of
kindergarten through 12th grade in
Dade, Broward and Palm Beach
counties, to expand USRP’s nation-
al network of benefits providers.

Deerfield Beach, Fla.-based BRG
will operate under its current name

POLLUTION PROTECTION.

A pollution incident can cost a business plenty. Acknowledging your potential pollution risks and
recognizing the need to manage them is an important first step. Knowing an insurer with over
25 years of experience managing pollution risks is a major move in the right direction.

Know-how. Environmental underwriters, engineers and claims consultants with industry-specific
experience managing your pollution risks.

Service. Responsive underwriters, loss prevention resources, 365/24/7 cleanup response
and expert claims handling and litigation support, just one phone call away.

SOlId Coverage carrying the “A (Excellent)” financial strength rating from A.M. Best, our
industry-leading expertise, and a reputation for fair and efficient claims handling.

To learn more about Pollution Protection from XL Insurance, visit xlenvironmental.com

or call 800-609-2519.
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with current management as a
wholly owned subsidiary of USRP.
BRG has $50 million in assets under
administration, 12 advisers and two
staff members. Further terms of the
acquisition were not disclosed.

BRG specializes in retirement
plans consisting of, among other
contributions, sick pay and vaca-
tion pay, which are free from pay-
roll taxes.

“Specialized plans are money
savers for school districts and earn-
ers for teachers,” Larry Heydt,
founding partner at BRG, said in the
statement. “We look forward to
expanding that business with the
help of USRP.”

USRP said it has acquired nine
firms specializing in benefits retire-
ment in Florida plus firms in North
Carolina, Michigan, Texas and Utah
since forming in 2008.

Barney & Barney expands
with European presence

STUTTGART, Germany—Barney &
Barney L.L.C. has expanded its bro-
ker operations to Europe.

Recently relocated Client Execu-
tive Bevin Melody will lead efforts
to grow the San Diego-based bro-
ker’s international practice from the
office in her Stuttgart, Germany,
home, the company said in a state-
ment. Ms. Melody, who has been
with the firm’s international unit
for two years, will focus on interna-
tional reverse-flow business and
global business development.

Barney & Barney said Ms.
Melody’s presence in Europe will
allow her to meet with parent com-
panies and clients and to attend
meetings and conferences hosted
by insurance brokerage network
Assurex Global, with whom Barney
& Barney has a partnership.

For Barney & Barney’s internation-
al office, contact Ms. Melody at 858-
222-2537 or 49-(0)-160-841-8081 or
bevinm@barneyandbarney.com.

Dawson Cos. acquires
employee benefits broker

INDEPENDENCE, Ohio—Dawson Cos.
has acquired employee benefits bro-
ker Quality Benefits Agency Inc.

Independence, Ohio-based QBA
will take the Dawson name while
retaining current employees and
management, Dawson said in a
statement.

James F. Harmon and Elizabeth
A. Karl, previously principals at
QBA, will lead the Ohio employee
benefits practice for Dawson, the
company said. Dawson has named
Mr. Harmon as president and prac-
tice leader and Ms. Karl as vp.

Cleveland-based Dawson pro-
vides insurance, surety and employ-
ee benefits brokering and consult-
ing services.

Dawson said the acquisition, for
which terms were not disclosed,
aims to expand its business in Ohio.

T0 SUBMIT ITEMS

BI's Market Moves column reports
on activities by insurance industry
companies and related entities.
Please send news of Market Moves
to Mike Tsikoudakis, 360 N. Michigan
Ave., Chicago, Ill. or e-mail
mtsikoudakis@businessinsurance.com.
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Rates for political risk
cover begin to decline

Moderation of world economic crisis helps stabilize prices

By DAVE LENCKUS

Stabilizing financial markets have helped
buyers of trade credit insurance, as political
risk underwriters are pulling back slightly on
rates they hiked last year during the global
financial crisis, insurers and brokers say.

Rates for political risk insurance covering
investors against expropriation and civil
unrest also are dropping somewhat, after
holding steady in 2009. Meanwhile, rates for
sovereign contract frustration coverage have
stabilized after sharp increases last year,
experts say.

In addition, coverage improvements have
been implemented and more are planned by
the political risk insurance facilities operated
by the U.S. government and World Bank.

Fallout from the financial crisis smothered
the political risk marketplace last year, as
banking liquidity problems led to insured
losses that experts estimated at $1.3 billion to
$1.75 billion—or years of premium volume.

“The credit crisis was really the most sig-
nificant event we have ever seen or hope to
ever see in our careers,” said Keith Dunford,
vp-worldwide underwriting manager for
political risk at the Chubb Specialty unit of
Chubb Corp. of Warren, N.J. However,
“everything has moderated now.”

Rates for credit-related coverage soared
from 50% to 300% last year, depending on
the particular risk and the country involved,
executives say.

The Kazakhstan government’s decision to
allow failure of the nation’s largest bank—
now called BTA Bank JSC—contributed sig-
nificantly to hardening of the structured
credit market last year, said Matthew Wool-
lam, the London-based head of trade credit
political risks at Liberty Mutual Insurance
Europe Ltd., a unit of Boston-based Liberty

NEXT SPOTLIGHT February 22: Financial Risk Report

Mutual Group Inc. Financial institutions are
the main buyers of the coverage for borrow-
er or counterparty payment defaults.

The Kazakhstan government’s “unexpect-
ed behavior” compelled insurers to tighten
their banking risk underwriting “in many
countries,” Mr. Woollam said.

Other market executives agreed.

“We reviewed our portfolio and changed
our strategy to reflect we're still in a weak
economic environment,” said Navaid
Farooq, a London-based senior underwriter
for Catlin Group Ltd. “We believe” the finan-
cial crisis is ending, so “most of the prob-

Keith Dunford, Chubb Corp.
]

lems, hopefully, have been reported.”

The countries with the greatest credit risk
include Kazakhstan as well as Bahrain,
Latvia, Turkey and Ukraine, experts say.

Credit risk capacity estimates range from
$450 million to $700 million. Buyers typical-
ly purchase $10 million to $20 million of
limits, experts say.

Meanwhile, political risk insurance pricing
is relatively soft, executives say.

Political risk “is one of the more stable
markets compared to the credit insurance
market, which had horrific loss ratios” in
2009, said Roger Schwartz, New York-based
senior vp at Aon Trade Credit, a unit of Aon

Protesters hold up their rifles during an anti-
government protest this month in southern
Yemen, one of the countries cited by Aon as
being among the most politically unstable.

Risk Services Inc.

A notable exception last year was
sovereign contract frustration coverage. Rates
spiked as much as 30%, said Claire Simpson,
a London-based political risk underwriter for
Lloyd’s syndicate 33, managed by Hiscox
Syndicates Ltd.

This year, rates are down 5 to 15% as risk
managers fight hikes because of budget
restrictions, said Evan Freely, the political
risk and trade credit practice leader at Marsh
Inc. in New York. Insurers recognize that
political risk cover is a discretionary buy and
are relenting on rates, he said.

Estimated worldwide capacity for political
risk insurance is $1 billion to $1.5 billion,
though capacity shrinks as policy duration
grows. Buyers typically secure between $20
million and $50 million in limits, said Dan
Riordan, the Washington-based president of
the surety, credit and political Risk unit of
Zurich North America.

Africa is the most politically unstable
region, according to Chicago-based Aon
Corp. Experts say other nations with the
greatest political risks are Argentina, Bolivia,
China, Congo, Ecuador, Ghana, Indonesia,
Kazakhstan, Russia, Turkey, Ukraine, Uzbek-
istan, Venezuela, Yemen and Zimbabwe (BI,
Feb. 1).

Most market executives would not speak
for attribution about political risk in China
after Google Inc.’s threat to pull out of the
nation, citing attacks on the e-mail accounts
of Chinese human rights activists.

“It's always been a risky place to do busi-
ness in,” but that has been factored into
rates, said one executive, who echoed other
assessments.

Zurich’s Mr. Riordan noted that special
political risk insurance covers interference
with operations. The coverage typically pro-
tects investors in oil and gas operations, but
it can be tailored for other types of business,
he said.

Aon said political risk or credit risk deteri-
orated in 18 countries, but has improved in
nine, including Albania, Colombia, Sri Lanka
and Vietnam.

At the Washington-based U.S. Overseas
Private Investment Corp., a review for a
midyear rate reduction for oil and gas opera-
tions, manufacturers and schools is under
way, said Rod Morris, vp-political risk insur-
ance.

To draw commercial insurers into riskier
countries, OPIC has expanded its reinsurance
book. In addition, OPIC will cover title insur-
ance losses and intellectual property losses
that are “discreet and identifiable,” such as
research and development costs, Mr. Morris
said.

The World Bank’s Washington-based Mul-
tilateral Investment Guarantee Agency
recently improved its political risk coverage,
said Marcus Williams, strategy and opera-
tions adviser.

He said MIGA now covers a default of a
sovereign financial guarantee and temporary
business interruption losses resulting from
war or civil unrest. It also no longer requires
arbitration if a counterparty defaults on a
contract.

In addition, MIGA is developing coverage
for banks that make investor loans, but the
product would not cover the value of those
projects, Mr. Williams said.
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Key person coverage protects companies’ critical assets

Typical life, disability
package revolves
around top executives

By STUART COLLINS

The loss of a star fund manager, a suc-
cessful author or a high-profile chief
executive through injury, illness or
death can have significant financial
implications for a company.
However, specialist life and dis-
ability insurance known as key per-
son insurance can help companies

with lost revenues and incurred
costs.

Key person insurance is a form of
critical asset protection, said Tim
Prifti, London-based active under-
writer, accident and health, Kiln
Syndicate 510, the Lloyd’s syndicate
managed by Kiln Ltd. “And for
some companies, their intellectual
property or key asset is a person
with specialist skills, knowledge or
contacts,” he said.

The cover provides a “financial
cushion” to a company should a
key person be unable to work due to
temporary or permanent disability

from an accident or illness or the
person’s death, Mr. Prifti said.

The death of a key employee can
have a “disastrous effect” on a busi-
ness, but there are several types of
key person insurance that can help
pay the costs incurred, said Tom
Lobaugh, senior vp at Willis North
America in West Palm Beach, Fla.
Term life insurance, permanent life
insurance, disability insurance and
permanent total disability insur-
ance also can be used to provide
coverage for the loss of a key per-
son’s services, he said.

“Life insurance is more popular

because most buyers think of life
insurance when they think of key
person insurance,” said Mr.
Lobaugh. “And disability insurance
costs substantially more than life
insurance.”

“Often, when disability insurance
is recommended by the broker, it is
not purchased. But what many
employers do not know is their
chances of losing the key person to
disability, over death, is 17 times
greater,” Mr. Lobaugh said.

Key person insurance can be used
to cover the loss of future revenue,
recruitment costs and to pay death-

WE’LL FIND A SOLUTION. If you have the kind of case that makes other sureties climb the walls, call ACSTAR.
We’ve handled tough-to-place, less-than-perfect cases from day one. How? We don’t get hung up on rigid standards

or terms. Why bother with sureties that go out of their way to avoid you? We’'re accessible, responsive, and ready
to talk. Call ACSTAR at 860.224.2000.

Surety Bonding * Treasury Listed = Rated A by A.M. Best * Licensed Nationwide = Fax: 860.229.1111

INSURANCE COMPANY
SURETY FOR AN IMPERFECT WORLD

233 Main Street, New Britain, CT 06050-2350 = acstarins.com

in-service benefits, said Paul Carter,
London-based partner at Glencairn
Ltd., a unit of wholesale broker Faber
& Dumas Ltd., which is owned by
Willis Group Holdings P.L.C.

It often is bought by companies
with private owners, Mr. Carter
said. Claims payments would be
used by business owners to retain
control of a company and fund the
acquisition of shares in the business
should a partner and/or major
shareholder die or be permanently
disabled, he added.

“The bulk of cover is purchased
by companies for executives,” Mr.
Prifti said, “but key person insur-
ance is also purchased by hospitals
with reputation-enhancing and
high-earning surgeons, or publish-
ers looking to protect their revenue
streams with multimillion-dollar
advance book deals with authors.”

Financial services companies also
are typical buyers of key person
insurance. “Hedge fund managers,
which are integral to attracting
investors, are a good example of a
business that looks to buy this cov-
er,” he said.

Key person insurance sometimes
is purchased by companies that
have contracts with key people,
such as a sports star, actor, record-
ing artist or film director, said David
Bruce, personal accident underwrit-
er at Hiscox Ltd. in London. If the
contracted person is unable to work
due to an accident or illness, the
company may be liable to pay them
and pay for a replacement, he said.

Inquiries from companies in the
entertainment industry for key per-
son insurance have been increasing
lately, said Lori Shaw, Charlotte,
N.C., director of sports and leisure
at Aon/Albert G. Ruben Insurance
Services Inc., a unit of Aon Corp.

Companies have grown more
aware of the potential costs to their
balance sheets from the unexpected
death or disability of a top revenue-
producing personality, she said.

Greater awareness of the potential
exposures has led to a “spike” in
inquiries for key person insurance,
and in particular for additional dis-
grace coverage—that will reimburse
a company for out-of-pocket expens-
es should it terminate an endorse-
ment contract, said Ms. Shaw.

Historically, key person cover is
bought by larger entertainment
companies with sophisticated risk
management, but Aon is seeing
more inquiries for key person insur-
ance from smaller companies, said
Ms. Shaw.

Key person insurance also is used
in corporate transactions such as
buyouts or financing. Banks may
insist on coverage where revenues
depend on a key individual and to
ensure financial commitments are
met, Mr. Bruce said.

The United States is the biggest
market for key person insurance,
because of the prevalence of high
earners and a greater awareness
among companies of the risks and
cover, Mr. Prifti said.

But it is unusual for larger compa-
nies in the United Kingdom to pur-
chase key person policies, said John

See KEY page 14
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Competition abounds in corporate travel cover

By JEFF CASALE

While many companies have cut
back on business travel, competi-
tion remains strong in the U.S. cor-
porate travel insurance market,
experts say.

The products and services avail-
able to buyers of business travel
coverage are innovative and, most
importantly, help safeguard the
employee, insurers and brokers
say.

Nine principal insurers provide
business travel coverage and many
are devising ways to expand their

offerings, brokers and insurers say.

“Not only is corporate travel
insurance affordable, but it pro-
vides a very valuable benefit struc-
ture, which is integral in today’s
business environment when look-
ing after the consideration of a
company’s most valuable asset—
their employees,” said Michael
Dangler, New York-based senior
vp and national specialty benefits
practice leader for Willis Group
Holdings P.L.C.

Typical travel insurance covers
accidental death and dismember-
ment. It can cover employees’

business trips as well as side trips
to visit family or friends. Typical
limits range from a multiple of an
employee’s salary—such as three
or five times their annual pay—or
progress in increments with limits
up to $250,000, $500,000 and $1
million.

Standard  policies  typically
include medical evacuation, repatri-
ation of remains, delayed or lost
baggage, and trip delay or interrup-
tion.

Popular additions include out-
of-country medical insurance;
security evacuation and security

services, which could include
identity theft; political evacuation;
natural disaster services; and trip
information services.

Terrorism is not excluded under
most policies, but war risk is exclud-
ed, say insurers who add that a
company can purchase specific war
risk coverage if it knows it has an
exposure in a high-risk area.

Kidnap and ransom coverage is
offered by some insurers, such as
ACE Ltd. and Chartis Inc. A basic
K&R benefit on travel policy could

See TRAVEL page 16
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Key: Vital
player cover

CONTINUED FROM PAGE 12

Hurrell, chief executive of the Assn.
of Insurance and Risk Managers in
London. “Limits tend to be relative-
ly low, and there is the question of
how you place a value on, say, the
chairman of a FTSE 100 company,”
he said.

“Whilst some individuals make
an immense contribution to their
enterprises, it should always be pos-
sible in a big organization to ensure
that even sudden and unforeseen
vacancies are filled without undue
disruption. Good succession plan-
ning is normally a more effective
solution than purchasing key man
insurance,” Mr. Hurrell said.

U.S. companies must make cer-
tain that there is an “insurable
interest,” whereby the policy’s ben-
eficiaries must suffer a financial loss
at the death of the insured, said
Willis’ Mr. Lobaugh.

An employer is permitted to pur-
chase life or disability insurance on
the life of a consenting employee,
as long as the employer would suf-
fer a financial loss from the employ-
ee’s death or disability. The employ-
ee must be highly compensated
with pay in the top 20% of money
earners in the firm, with 2010 com-

‘6ood succession planning
is normally a more effective
solution than purchasing
key man insurance.’

John Hurrell,
Assn. of Insurance and Risk Managers

pensation of at least $110,000, Mr.
Lobaugh said.

Most U.S. life insurers offer com-
petitively priced key person life
insurance, Mr. Carter said. But the
largest provider of such coverage is
Lloyd’s of London, where a fast
turnaround, higher limits and more
flexible cover generally are avail-
able, he said.

Fach key person policy written at
Lloyd’s is tailored to the individual,
said Mr. Bruce. For example, most
life and disability insurers will
exclude risky activities such as
motor racing, piloting a private air-
craft or visiting war zones, he added.
But personal accident insurers at
Lloyd’s will write this cover, he said.

Lloyd’s underwriters also will
write confidential life cover, which
requires no prior medical examina-
tion. This would appeal to a compa-
ny that wishes to acquire another
company with a key person, who
may be unwilling to undergo such
an exam, Mr. Bruce said.

Lloyd'’s also covers higher sums
insured and can be used to supple-
ment cover from traditional life and
disability insurers, Mr. Prifti said.
Most disability insurers cap indem-
nity at around $15,000 per month,
but Lloyd’s has written coverage
with sums insured of more than
$100 million to protect a key per-
son, he added.
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Hard-to-find punitive damage coverage is tricky business

Policies written
offshore to insulate
products, lawyer says

By MARK A. HOFMANN

Obtaining punitive damages cover-
age when a state declares such dam-
ages to be uninsurable can be tricky,
but observers say some underwriters
are willing to write the policies,
albeit offshore.

Some states, including California
and New York, hold that punitive
damages generally are uninsurable
as a matter of public policy. But
punitive damage wraparound poli-
cies have been available for more
than a decade from a handful of
underwriters in the Bermuda mar-
ket, market observers say.

Coverage is written offshore for a
simple reason, a policyholder attor-
ney said.

“The reason these products are
offshore is to insulate the insurance
products and the insurance compa-
ny from the prohibitions that exist
in some states regarding the insura-
bility of punitive damages,” said
Joshua Gold, a shareholder at
Anderson Kill & Olick P.C. in New
York.

“I think most insurance commis-
sioners will tell you this is an
improper end run around the pub-
lic policy that prohibits insuring
punitive damages,” Mr. Gold said.
“The counterargument from insur-
ance companies that are offshore
and policyholders is there is free-
dom of contract to enter into com-
mercial risk transfers.

“There’s no question these draw
the ire of some insurance regulators
and departments,” Mr. Gold said. “I
think people try to be very low key
about these contracts.”

In fact, six Bermuda entities that
provide wraparound punitive dam-
ages coverage would not comment
for this story.

The details of policies differ, but
the coverage wraps around underly-
ing liability policies, including gen-
eral, employment practices, and
directors and officers liability.

Court shies away from unrestricted punitives

WASHINGTON—The U.S. Supreme Court generally
has been moving away from allowing unrestricted
punitive damages for more than a decade, a marked
contrast to its previous approach.

For example, in its 1993 decision in TXO Produc-
tion Corp. vs. Alliance Resources, the Supreme Court
let stand a punitive damage award that was 526
times the underlying award for compensatory dam-
ages.

But the court changed direction in its landmark
1996 ruling in BMW of North America vs. Ira Gore.
The case involved a car that was sold as new but lat-
er was discovered to have been repainted before it
was sold.

An Alabama jury awarded Dr. Gore $4,000 in
compensatory damages and then added $4 million
in punitive damages. Although the Alabama
Supreme Court halved the punitive damages
award, the U.S. Supreme Court ruled for the first
time that punitive damages can be so dispropor-
tionate to compensatory damages as to violate con-
stitutional guarantees.

The high court took its reasoning further in 2003
in State Farm Mutual Automobile Insurance Co. vs.
Curtis B. Campbell et ux. Although it stopped short
of drawing a distinct line dividing acceptable from
unacceptable punitive damage awards, the
Supreme Court held that, under most circum-
stances, a punitive damage award that is more than
a single-digit multiple of the underlying compen-
satory award violates constitutional guarantees to

tive awards in Philip Morris USA vs. Mayola Williams.
The case involved punitive damages of $79.5 mil-
lion that were placed atop compensatory damages
of $522,000.

The court held that juries can take into account
evidence of harm allegedly inflicted by a defendant
on people other than the named plaintiffs in deter-
mining the “reprehensibility” of the defendant’s
misconduct, but also held that juries cannot use
punitive damages to punish a defendant for harm
to others not named in the suit. In June 2008, the
Supreme Court agreed to review the case again to
see if the Oregon Supreme Court ignored its direc-
tive to apply the proper constitutional review of the
punitive damages, which exceeded the single-digit
multiple cited in State Farm. However, in an unusu-
al move, the justices decided in 2009 that they had
erred in agreeing to the further review and dropped
the matter, causing some confusion over how
closely state courts had to follow the high court’s
directions in punitive damages cases.

The high court addressed maritime law’s impact
on punitive damages in its 2008 decision in Exxon
Shipping Co. et al. vs. Grant Baker et al. The case
involved damage caused by the 1989 oil spill that
occurred in Alaska’s Prince William Sound after the
Exxon Valdez ran ashore.

In the case, the Supreme Court held that punitive
damages awarded under federal maritime law could
not exceed the underlying compensatory damages,
a ruling that reduced a lower court’s award of $2.5

due process.

billion in punitive damages to $507.5 million.

In 2007, the high court further restricted puni-

“They're all customized. You real-
ly have to do your due diligence,”
said Philip DiMeglio, director at
broker Lockton Cos. International
(Bermuda) Ltd. in Hamilton,
Bermuda.

“They're fairly straightforward,”
said Bob Hessel, senior managing
director at broker Beecher Carlson
in Atlanta. “Typically, there is going
to be a U.S. insurer issuing a liabili-
ty policy. It could be umbrella; it
could be employment practices; it
could be any number of types of
coverage. The policy will be issued
domestically. Usually, the company
will have an offshore affiliate, typi-
cally in Bermuda, that will issue the

punitive wraparound policy. While
it’s a separate policy and it provides
coverage for otherwise uninsurable
punitive damage loss, the payments
don't stack. You don't get two lim-
its; you get one,” he said.

Mr. DiMeglio said that while lim-
its vary, “usually the max is $25
million. I've never seen a punitive
wrap policy go beyond that.”

He added that rates generally
vary from 10% to 30% of the
domestic premium.

There are other approaches to
covering punitive damages, particu-
larly where state law allows such
coverage, observers say.

“Typically, we see the alternative

—By Mark A. Hofimann

to punitive damage wraparound,
which is some kind of mechanism
that is built into the policy that
addresses coverage for punitive
damages,” said Gary Seligman, of
counsel at Wiley Rein L.L.P. in
Washington. “Typically, some type
of language in the definition of loss
or damages addresses the law appli-
cable to the insurability issue. In
those types of policies, the current
trend seems to be either in the poli-
cy form itself or by endorsement to
include a most favorable jurisdic-
tion-type provision.”

“In some states, punitive dam-
ages are not insurable under any cir-
cumstances, and sometimes prose-

cutors will force a defendant to
waive insurance rights,” said Gary
Thompson, a partner at Reed Smith
L.L.P. in Washington. “Barring
those two things, the insurability of
punitive damages is a matter of pri-
vate contract.

The general liability policies offer
coverage for punitives. Typically,
the main policy form will exclude
coverage for punitives, but then
there will be an endorsement stat-
ing that punitives are covered to the
fullest extent covered by law.”

“I think all of my clients are able
to achieve coverage for punitive
damages through their general lia-
bility program,” Mr. Thompson
said.

Even where insuring punitive
damages is permitted, not all types
of actions in which punitives could
arise are covered by insurance,
Beecher Carlson’s Mr. Hessel said.

“My sense of it is that most of the
punitive damage awards in terms of
percentages are in areas where
insurance wouldn’t be involved
anyway—such as business disputes,
contractual disputes. That would be
a very significant portion of the
punitive awards,” Mr. Hessel said.
Cases in which a party is potential-
ly exposed to punitive damages
often don’t go to litigation, but set-
tle instead, he noted.

In addition, wraparound punitive
damages coverage may not be
attractive to all buyers.

“They’ve been around for about a
decade,” said Mr. Gold. “Only cer-
tain policyholders buy these. If
you're a midsized business, I doubt
you've ever heard of these.”

“Most of these policies have alter-
native dispute resolution clauses, so
you're probably going to have a
very hard time finding out any pub-
lic disclosure about them,” he said.

“There’s no clear documentation
of what claims have been paid,”
said Mr. Hessel. “It's a very small
number.”

Yet demand for the coverage
remains steady, Lockton’s Mr.
DiMeglio said. “This product does
continue to hold significant value
for our clients that want affirmative
punitive damages coverage.”

Travel: Competition strong in U.S. corporate travel insurance market

CONTINUED FROM PAGE 14

pay up to $50,000 for a covered
event, said Karen Sheekey, ACE
USA vp of strategy and product
development for its accident and
sickness segment. She added that
if a company requires additional
coverage, ACE has the capability
to provide standalone coverage
with limits more than $1 million.

William W. Beardsley, Philadel-
phia-based senior vp of Arch Insur-
ance Group’s travel and accident
division, said the decision to carry
K&R benefits as part of a travel
insurance policy is usually done on
a case-by-case basis.

“While a K&R benefit may be
included in a corporate travel pack-
age, comprehensive kidnap and

Frank D'Ancona, ACE USA
|

ransom protection and services are
generally purchased separately due
to the specialty nature of imple-

menting this service if a K&R event
occurs,” Mr. Beardsley said.

Mr. Beardsley added that premi-
um costs vary depending on the
benefit structure or principal sum
limits, and the number of travel
days and destinations. He noted
that personal sojourn coverage can
be added to cover an employee on
business who also might visit
friends or family.

“While risk managers are looking
for the best value of for their premi-
um dollars, first and foremost they
are thinking about the safety and
security of their employees,” said
Frank D’Ancona, Wilmington, Del.-
based vp of sales and marketing for
ACE USA’s accident and sickness
division. “The coverage they are
seeking is going beyond your basic

accidental death and dismember-
ment policy.”

Alan Kubitz, Downers Grove,
[ll.-based director of risk manage-
ment for The HAVI Group L.P., a
supply chain and marketing ser-
vices provider, said corporate trav-
el insurance is used like a “safety
net” atop other life insurance and
workers compensation benefits
that HAVI offers.

He said HAVI offers its employees
emergency and medical evacuation
coverage and medical coverage
under its travel policy and the need
to respond on an international lev-
el is important when purchasing it.

Mr. Kubitz said he has not had to
use any of the coverages purchased,
but the insurance, when used, is rel-
atively inexpensive. While business

travel insurance “doesn’t apply to
everyone,” it “truly is a benefit” for
employees who travel for work.

Business travel also is an area in
which risk managers are taking a
greater hand.

“The risk community has become
more involved in the placing deci-
sion of the business travel policy,
especially when the business has
employees who are working over-
seas,” said Joe Puzzo, New York-
based senior vp of Chartis’ accident
and health group. “It is not unusual
to see a request for the business
travel policy as a potential comple-
mentary sale to the foreign workers
compensation policy.”

Added Mr. Dangler: “When the
claims come in, this type of cover-
age responds and it responds well.”



Business Insurance February 15, 2010 | 17

Lloyd’s: Market confident about future, preparing for new capital rules

CONTINUED FROM PAGE 3

It is not surprising that the review
contains no radical suggestions,
said Catherine Thomas, managing
senior financial analyst at A.M. Best
Co. Inc. in London. “Given the
strong position that Lloyd’s is in, we
wouldn’t expect there to be.”

A top priority at the marketplace
is underwriting discipline, accord-
ing to the review.

“We need to keep our eye on the
ball around underwriting disci-
pline,” said Mr. McGovern. Lloyd’s
had suffered from a lack of such dis-
cipline in the past, he said, and con-
trols were put in place to guard
against it. “Our credibility has
returned and we need to maintain
that,” he said.

The responsibility for overseeing
underwriting discipline falls largely
to Tom Bolt, Lloyd’s director of per-
formance management, who
replaced Rolf Tolle on Jan. 1.

While Mr. Bolt said his depart-
ment would help ensure Lloyd’s
underwriters base their decisions on
reasonable assumptions, “we don't
micromanage.” Instead, he said he
tries to ensure that underwriters
have sound pricing policies in place
and that someone is accountable
should things go wrong because of
poor business practices.

David Hough, chief executive of
the London & International Insur-
ance Brokers Assn. in London, said
his group is pleased with portions of
the plan that focus on improving
processes and the emphasis of
Lloyd’s role as a broker market.

“We see a very positive statement
and a lot of clarity about Lloyd’s
positioning over the next few
years,” Mr. Hough said.

Moody’s Analytics, a unit of
Moody’s Investors Service, said the
review will help Lloyd’s maintain its
position in the global insurance
market.

“Lloyd’s and the London market
maintain many advantages and a
good critical mass as a leading cen-
ter for property/casualty specialty
business,” Moody’s Analytics said in
a statement. “The strategic review
underlines what is needed to ensure
that this position is not eroded and
gives added focus to Lloyd'’s initia-
tives.”

The review acknowledges that
while Lloyd’s “derives significant
strength from being a subscription
market, the processes that support
the market are inherently more
complex” than in other markets.

Several initiatives are outlined in
the review that are intended to make
claims and information handling
easier. Among them, Lloyd’s aims to
have by the end of this year 70% of
the market’s managing agents and
50% of brokers sending and receiv-
ing endorsement messages through
the Exchange, a system launched in
May 2009 that uses a common elec-
tronic standard developed by the
Assn. for Cooperative Operations
Research & Development.

Mr. McGovern said Lloyd’s also is
going through a “claims transfor-
mation pilot” aimed at speeding up
and improving the quality of claims
settlements. Lloyd’s will assess the
impact of this effort by the end of
the year, the review says.

Simplifying operational processes
will make Lloyd’s more attractive
and accessible to brokers, which is a
major theme of the strategic review,
Mr. McGovern said.

Mr. Hough said LIIBA was pleased
the plan reiterated Lloyd’s commit-
ment to remaining a broker market
and that it proposed ways to
strengthen the distribution model.

The review calls for Lloyd’s to
ensure that its market development
activities are aligned with brokers’
business development strategies so
the marketplace is attractive to inter-
mediaries. More resources will be
provided to brokers that need help
in implementing new technology.

‘We see a very positive
statement and a lot of
clarity about Lloyd's
positioning over the next
few years.’

David Hough, London & International
Insurance Brokers Assn.

The review also points to Lloyd’s
plans to continue its pursuit of a
direct license in China, its efforts to

determine the feasibility of opening
representative offices in Mexico and
Russia, and its lobbying for the abil-
ity to write onshore reinsurance in
India.

The review notes the regulatory
challenges Lloyd’s faces, particular-
ly regarding Solvency II. Lloyd’s
plans to continue lobbying to
ensure that the final Solvency II reg-
ulations are proportionate and
appropriate to Lloyd’s structure, Mr.
McGovern said.

According to the review, Lloyd’s
will continue its work to build an
internal model to calculate risk-
based capital needs, as called for in
the proposed Solvency II framework.

“There is a risk of Solvency II
affecting capital efficiency, which is
one of Lloyd’s key attributes,” Ms.
Thomas said. And, Lloyd’s has to
ensure that all syndicates are com-
pliant with the framework’s require-
ments, she said.

Mr. Bolt confirmed that levels of
capital that could be required by
Solvency II are a concern at
Lloyd’s.

Regulators were concerned by
problems in banking that led to the
financial crisis and are considering
capital requirements for insurers
that could be burdensome, even
though insurers survived the crisis
far better than banks did, he said.
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© 2010 FM Global. All Rights Reserved

Even in the best of times, it is rare to find an insurer willing to
take on all of your commercial property risk. That is, however,
exactly what FM Global does. Even in these times. Why is this
important? Because it's a reflection of our belief that we can
help you prevent loss in the first place. That's why we've created
a $100 million state-of-the-art research campus and employ
more than 1,700 engineers around the world working to minimize
your risk. In fact, for 175 years we've linked our underwriting

to loss prevention engineering, culminating in a streamlined,
efficient and stable insurance program. An approach that clearly
distinguishes FM Global from insurers that do not base their
underwriting on engineering assessments. Which is to say,

all of them. We feel our clients are better protected when

we assume all the risk ourselves.

It's a unique approach that makes all risk transparent, so there
are virtually no surprises. Even when our clients do have
losses, they tend to be smaller and less frequent. In our case,
it's all about understanding risk. Then assuming the responsibility
for it. Underwriting through loss prevention engineering.
That's insurance evolved.

Insurance Evolved F

CELEBRATING

175

YEARS

1835 - 2010

l
» To learn more, visit fmgIohal.com/insuranceevolved/safej




18 | February 15, 2010 Business Insurance

Professional

MarketPlac

To place your ad, contact Monique Murray 212.210.0129
E-mail: mmurray@BusinessInsurance.com

Business Insurance, Classified Department, 711 Third Ave., New York, NY 10017-4036

Call for details on blind box and internet advertising

ANNOUNCEMENT

Louis D. Magnan, Managing Partner of
Magnan Graizzaro & Associates CPAs, LLC was awarded
the 2010 Stephen P. Cronin, Jr. Memorial Award
at this year’s LEA meeting.
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Comings
& Goings

CLOSE

CARL PURSIANO

NEW POSITION: Senior vp and
chief underwriting officer for U.S.
directors and officers liability and
professional liability underwriting
for Liberty International
Underwriters

PREVIOUS POSITION: Senior vp for
U.S. D&O at LIU, a unit of Liberty
Mutual Insurance Co.

GOALS FOR NEW POSITION: To
expand our D&O and E&O
operations with new products,
new programs, new territories
and other opportunities to best
serve our brokers and the unique
legal liability needs of their
corporate and professional
clients.

INDUSTRY CHALLENGES: Tort
reform is not likely forthcoming in
the near to midterm. Directors
and officers, accountants,
lawyers, medical and other
professionals can expect a
continuing flood of litigation.
Underwriters will need to
continue to adjust to this
environment with better
underwriting risk selection as the
abundance of capacity has put a
lid on substantial rate increases,
for now. More generally for the

(property/casualty) industry, cat
losses are trending higher long
term and getting more expensive.
While 2009 was relatively quiet
for cat losses, the overall period
2000 through 2009 was much
worse than many people realize.
The industry needs to better
prepare for inevitable and severe
cat losses in the future. Finally,
the P/C industry must cope with
flat investment income. P/C
insurers typically have about two-
thirds of their investments in
bonds, so rising inflation and
rising interest rates may put an
even greater emphasis on the
achievement of strong
underwriting results going
forward.

INDUSTRY OUTLOOK: Flat
investment returns, the
possibility of greater requlation
and a low industrywide return on
equity of about 6% will compel
P/C carriers to improve their
underwriting profitability. A
100% combined ratio may no
longer be sufficient to generate
an acceptable (return on equity).
In coming years, look for P/C
carriers to try to improve their
combined ratios to 95%-96% via
higher premiums and/or more
restrictive underwriting
standards.

VISIT www.businessinsurance.com/ComingsandGoings
for a full list of this week's personnel moves and promotions.
Check our Web site daily for additional postings and sign up

for the weekly e-mail.

T0 SUBMIT ITEMS

Business Insurance would like to
report on senior-level changes
at commercial insurance
companies and service
providers. Please send news and
photos of recently promoted,
hired or appointed senior-level
executives to:

Mike Tsikoudakis
Business Insurance

360 N. Michigan Ave.
Chicago, IIl. 60601-3806

mtsikoudakis@businessinsurance.com

POSTING THIS WEEK

BROKERS:
Barney & Barney L.L.C.
Lockton Cos. L.L.C.
U.S. RE ApS

INSURERS:
Travelers Cos. Inc.
ACE Westchester
Catlin Group Ltd.

RISK MANAGERS:
Harrah's Entertainment Inc.

OTHER PROVIDERS:
Towers Watson & Co.
ReSource Pro L.L.C.
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Ryan: Aon founder launches new insurance venture

CONTINUED FROM PAGE 1

Leib Dodell, Debra McClenahan
and Chad Milton, all of whom have
ties to Aon. Mr. Ryan is chairman of
the MGU, while Mr. Dodell is CEO.

RSG last week also announced
the launch of its second subsidiary,
startup Ryan Specialty (Europe)
Ltd., a U.K.-based MGU specializing
in financial lines products, includ-
ing directors and officers, financial
institution and professional liability
products.

Malcolm Nightingale and Adam
Barker, formerly of HCC Global
Financial Products L.L.C., have
joined RSG to lead the new MGU.

Also joining RSG last week was
Timothy W. Turner, former presi-
dent of the nation’s largest whole-
saler, CRC Insurance Services Inc.,
who is a managing director of the
holding company.

In an interview, Mr. Ryan, 72,
said even though he retired from
active involvement with Aon in
2008, he never intended to fully
retire from the insurance industry.

Although in the interim he took
on the role of CEO of Chicago 2016,
the city’s unsuccessful bid to host
the 2016 Summer Olympic Games,
Mr. Ryan said he would not have
stayed on in that capacity had
Chicago won.

“I thought I'd get back into the
insurance business,” Mr. Ryan said,
but not in a capacity that would
compete with Aon, of which he
remains the largest individual
shareholder.

Toward that end, RSG will not be
in the retail brokerage, reinsurance
brokerage or human resource con-
sulting spaces, nor will it compete
in the same lines of business as
Aon’s existing MGU operations,
stressed Mr. Ryan, who is chairman
and CEO of RSG.

Rather, he said he intends to
build a specialty wholesale compa-
ny that addresses new and emerg-
ing needs.

It's a segment of the business that
is familiar to Mr. Ryan, who in 1964
established Pat Ryan Associates, a
small MGU that distributed special-
ty credit life insurance to automo-
bile dealers. Mr. Ryan ultimately
built the agency into Aon, the
world second-largest brokerage
firm, according to BI's rankings.

“It's not by coincidence,” Mr.

Ryan said, that he’s back in the
MGU/MGA business. “I've always
liked that sector. I believe that it
does allow you to really demon-
strate your creativity” and differen-
tiation, he said.

Indeed, “Pat Ryan is a leader in
the industry and it will benefit from
his vision,” an Aon spokesperson
said of the launch of RSG.

Other industry observers say they
wouldn’t bet against RSG's success.

“There’s plenty of room for cre-
ative solutions and competition” in
the industry, said Ken Crerar, presi-
dent of the Council of Insurance
Agents and Brokers in Washington.
“Pat Ryan is surely one of the icons

‘It will be interesting to
watch and see what he
does in this realm.’

Ken Crerar, Council of Insurance
Agents and Brokers

of the industry in terms of building
a major brokerage operation and it
will be interesting to watch and see
what he does in this realm.”

“I think he’s going to be a major
player in the wholesale, MGA,
MGU space very quickly,” said

Kevin P. Donoghue, managing
director of Mystic Capital Advisors
Group L.L.C. in New York, specifi-
cally noting the “awesome team” of
“extremely competent” people who
have joined RSG so far. “He’s not
going to put his name behind
something without succeeding.”

Mr. Donoghue added that he
would not be surprised if RSG ulti-
mately “picked up” one of the large,
private equity-backed wholesalers
whose owners may be looking for
an exit strategy.

Wholesalers Crump Group Inc.,
American Wholesale Insurance
Group Inc. and Swett & Crawford
Group are entering the fifth year of

their respective private equity-own-
ership structures.

When asked to comment on per-
sistent rumors that he might be
interested in purchasing Swett &
Crawford, the wholesale operation
that Mr. Ryan helped divest from
Aon in September 2005, he laughed
and said, “There are a lot of rumors
out there. Swett and Crawford is a
great company.”

Mr. Ryan did say that he plans to
build RSG into a company with
meaningful scale through a series of
acquisitions, startups and “bolt-on”
acquisitions to those startups.

He noted that he’s had “quite a
bit of interest from outside
investors, so capital is not an issue.”
It all depends “on how quickly we
can grow prudently,” he said.

ADVERTISER

Issue of February 15
ADVERTISER PAGE #
ACEGroup «ovvviee i 7
ACSTAR Insurance Company ........ 12
Allianz ..o 19
Aon Corporation.................... 2
Brownyard Programs Ltd ........... 18
Business Insurance ............ 6,9, 22
Chubb ... 15
FMGlobal ...t 17
Liberty International Underwriters .. .13
Liberty Mutual Group ............... 5
Prime Insurance ................... 18
Prudential ....... ..o il 12C
Safety National .................... 14
XLinsurance ...l 10
Zurich North America .............. 24

Totally in tune.

We make it our number-one priority to be in tune with what you need.
Communication. Collaboration. A real partnership. And because everyone needs
to feel reassured and confident, we offer complete financial stability. Allianz Global
Corporate & Specialty® A more rewarding approach to risk.

www.agcs.allianz.com

Allianz @)



20 | February 15, 2010 Business Insurance

Marijuana: Laws create
dilemma for employers

CONTINUED FROM PAGE 1

trolled Substances Act, which cre-
ates tension between state and fed-
eral laws. Observers say this was
eased in October, when the Justice
Department said the federal govern-
ment will not prosecute individuals
using marijuana for medical pur-
poses—provided that they adhere
to state laws.

David H. Black, of counsel with
law firm Jackson Lewis L.L.P. in Seat-
tle, said employers have sympathy
for employees whose medical issues
have led them to use marijuana.

“By the same token, they also
have a concern or responsibility to
maintain a safe and secure work-
place for all the other workers that
are there and for the public too,”
Mr. Black said.

“It really creates a Catch-22 for
employers,” said Richard R.
Meneghello, a partner with law firm
Fisher & Phillips L.L.P. in Portland,
Ore. “If they try to discipline an
employee or not allow medical mar-
ijuana in the workplace, they could
face a potential disability discrimina-
tion claim by the employee, or could
they face some other invasion of pri-
vacy or legal action by the employee.

“Yet if they try to accommodate
the employee, then they could face a
potential safety issue if the employee
shows up for work impaired and
injures himself and others. And
moreover, there could also be the
nightmare scenario of a catastrophic
injury caused to a member of the
general public or employee,” where
the employer “could face liability
because they knowingly allowed
someone who's a marijuana user to
operate on behalf of the company,”
Mr. Meneghello said.

“There really is a fine line, a bal-
ancing act that they have to negoti-
ate that really makes it difficult for
employers to determine which
avenue to go,” he said.

However, Frederick T. Smith, a
partner with law firm Seyfarth Shaw
L.L.P. in Atlanta, had a different
view.

“The issue isn’t as gray and as
complicated as people think it is,
and [ think it's pretty clear,
notwithstanding the laws that have
been enacted in 14 states, that an
employer has no obligation to
accommodate an employee’s use of
medical marijuana,” Mr. Smith said.

Vance O. Knapp, an attorney
with law firm Sherman & Howard

L.L.C. in Denver, said, “It's no dif-
ferent than if somebody had Perco-
cet and they weren’t supposed to
use it during work” but “wanted to
take it during a work break.”
Richard L. Hurford, a shareholder
with law firm Ogletree, Deakins,
Nash, Smoak & Stewart P.C. in
Bloomington Hills, Mich., said, “I
think your greater liability will stem
from looking the other way with
individuals who use medical mari-
juana as opposed to...strictly enforc-
ing your zero-tolerance policies.”
However, some observers say there
may be room for accommodation.
An employer’s policy should
depend on “how aggressive they
want to be,” said Mr. Meneghello.

LEGAL IN 14 STATES

Fourteen states have enacted laws that
legalized medical marijuana

California
Colorado
Hawaii

Michigan

Montana

New Jersey
New Mexico

Rhode Island
Vermont
Washington

Source: ProCon.org

“If they want to take a very aggres-
sive approach,” employers can treat
marijuana use the same as any oth-
er illegal substance and fire those
who test positive.

A more moderate approach is “to

Courts rule firms do not have to accommodate

Court rulings involving medical marijuana general-
ly have held that employers are under no obliga-
tion to accommodate medical marijuana users,
despite the laws in 14 U.S. states that permit doc-
tors to prescribe it.

In January 2008, the California Supreme Court
ruled 5-2 in Gary Ross vs. Ragingwire Telecommunica-
tions Inc. that an employee whose doctor recom-
mended he use marijuana cannot claim disability-
based discrimination against an employer that fired
him for a positive drug test. At issue was whether
California’s Compassionate Use Act of 1996 would
override an employer’s policy against drug use.

In a March 2009 ruling, the Montana Supreme
Court in Mike Johnson vs. Columbia Falls Aluminum
Company L.L.C. upheld a lower court ruling, stating
“an employer is not required to accommodate an
employee’s use of medical marijuana.”

However, employers in Oregon are awaiting a
state Supreme Court decision in which an employ-
er is appealing a 2008 appellate court ruling in
favor of a worker in Emerald Steel Fabricators Inc. vs.
Bureau of Labor and Industries. The case involves an
employer who refused to hire a temporary worker
as a permanent employee after learning he was a
medical marijuana user. The appellate court ruling
was based on technical grounds.

“It's definitely an evolving area of the law,” said
James M. Shore, a partner with law firm Stoel Rives

in an appellate court decision last year in Jane Roe vs.
Teletech Customer Care Management L.L.C., in which
the court ruled that Washington'’s medical marijua-
na law did not protect a medical marijuana user who
was fired after the employer learned she had failed a
pre-employment drug screening test. The woman is
seeking a hearing before the state’s Supreme Court.

Michelle D. Bayer, an attorney with Frank, Haron,
Weiner and Navarro P.L.C. in Troy, Mich., said
employers’ success in some courts “doesn’t mean
they’re always home free. I always advise clients they
have to proceed with caution and this is a high-risk
situation, but there’s nothing wrong with employers
taking a zero-tolerance policy and enforcing it.”

In Colorado, where courts have not ruled on the
issue, employers also face apparently conflicting
laws, many observers say.

The state’s medical marijuana amendment says
employers do not have to accommodate medical
marijuana in the workplace. But the Colorado Anti-
Discrimination Act, which is informally known as
the lawful off-duty activities statute and originally
was intended to apply to tobacco smokers, prevents
employers from terminating workers for engaging
in lawful activities off worksite premises during
nonworking hours.

Employers are waiting to see the results of the lit-
igation that emerges from the issue, said Vance O.
Knapp, an attorney with law firm Sherman &

L.L.P. in Seattle.

Howard L.L.C. in Denver.

Mr. Shore successfully represented the employer

only discipline employees if they can
demonstrate that the employee was
impaired by the marijuana,” he said.

A worker who is prescribed medi-
cal marijuana obviously has a phys-
ical problem that led to the issue,
Mr. Meneghello said. He advises
employers to treat this like “any
other physical problem. Conduct an
interactive process to see what
accommodations might work.”

This could include asking employ-
ees to work with a doctor and pro-
viding intermittent time off or more
frequent breaks, “anything that
might allow them to do work despite
the condition that has allegedly dis-
abled them,” aside from being
allowed to use marijuana, he said.

Whatever the employer’s policy
may be, consistency is critical,
experts say.

This “helps make sure they’re not
inadvertently discriminating against
any kind of a protected class,” Mr.
Black said.

In New Jersey, “the most impor-
tant thing is for an employer, before
the issues arises, to decide how they
want to deal with” it, said Amy
Komoroski Wiwi, of counsel with
law firm Lowenstein Sandler P.C. in
Roseland, N.J.

“It's going to really depend on
the workplace and it's going to
depend on (employers’) prefer-
ence,” Ms. Wiwi said.

Experts generally agree that, at
the very least, employers can safely
forbid workers from smoking any
marijuana on their premises or
from coming to work impaired.

Mr. Hurford said one employer
called him and said, “An employee
has a prescription for medical mari-
juana and he wants me to make a
smoking room available. What can
I say?’ I said, ‘No, you don't have to
do that.””

The issue, though, is rife with
questions, observers say. For
instance, marijuana remains in the
system after its effects have worn
off. How can an employer tell if a
worker is under the influence? At
what point does smoking marijuana
stop having an effect on someone
who has smoked it? And what if a
worker with a permit to smoke
medical marijuana is found to have
it in his system after a random drug
test, but has otherwise shown no
indication he is under its influence?

One inherent problem is “there is
no standard” as to how much mari-
juana an employee can have in his

—By Judy Greenwald

system “and still be able to work
safely and effectively,” said Paula A.
Barran, a partner with law firm Bar-
ran Liebman L.L.P. in Portland, Ore.

Meanwhile, asking employees
about underlying medical condi-
tions can leave employers vulnera-
ble to discrimination charges if a
worker is terminated later for other
reasons, observers say.

Employers also could be accused
of violating health privacy regula-
tions for asking the wrong questions.
It is “not the employer’s province to
get involved in that issue, or should
not be, at least,” said Mr. Knapp.

Meanwhile, medical marijuana is
unlikely to be covered under
employers’ health care plans,
observers say. Medical marijuana is
not approved by the U.S. Food and
Drug Administration and most
health plans do not cover drugs
without FDA approval, said a
CIGNA Corp. spokesman.

It is also not reimbursable under
employee’s  flexible spending
accounts. Reimbursements under
the FSAs “can only be used for
things that are approved by the
(Internal Revenue Service)” and
medical marijuana is not, the
CIGNA spokesman said.

SEC: Risk disclosure requirement looms
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“I have been given the role of
heading our ERM efforts,” said Rick
Broderick, director-risk manage-
ment at the international commu-
nications and information technol-
ogy company. “As we start going
through that, that will include mak-
ing sure we are aware of what the
SEC requirements are and setting up
the procedures to assure compli-
ance,” he said.

“Harris has a fairly robust ERM
process,” Mr. Broderick said. “We
have a committee that involves
very senior folks,” he said. “The cor-
porate sponsor is our CFO in com-
municating with board.

“It's a very good process. We
think what we’ve already been
doing in the past meets that require-
ment. We are continuing to walk
through it. We'll be in compliance,
we believe,” Mr. Broderick said.

A veteran risk management pro-

fessional hailed the move, but
warned that simply emphasizing
enterprise risk management is not
enough.

“That truly has been a long time
coming,” said Lance Ewing, former
vp-risk management for Harrah's
Entertainment Inc. in Las Vegas and
a former president of the Risk &
Insurance Management Society Inc.
“The focus on enterprise risk man-
agement, while it’s important and I
think it’s a step in the right direc-

tion,” there were companies that
had ERM processes in place and still
failed during the economic down-
turn.

Mr. Ewing said those overseeing
ERM need to have direct contact
with the board and “have the audit
committee’s ear on a regular basis.”

The SEC'’s approach is a “vast
undertaking,” said Derrick Neuhaus-
er, a partner in international con-
sulting firm BDO Seidman L.L.P.’s,
Chicago office. “The SEC, I believe,
is hoping for this area to be covered
quite extensively,” he said.

Companies will have “to evaluate

every incentive plan they have in
the organization.” That raises the
question of “what part of the board
is going to take ownership of this
responsibility? Is it a governance
issue? Is it an audit committee issue,
should the compensation commit-
tee tackle it?” Mr. Neuhauser said.
“There’s a lot of scrambling going
on.”

Marsh’s Mr. Allen said he’s look-
ing at the process from a sharehold-
er’s perspective. “All I'm asking is
get a little more formal about how
they manage risk. Is that too much
to ask?”



Rule: New York plan riles buyers, brokers
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“The previous revision had reinstat-
ed the disclosure requirements for
most renewals, so the reversal
would appear to warrant another
comment period.”

In the previous version of the reg-
ulation, published in early Decem-
ber, renewals were exempt from the
disclosure requirements when the
producer had no sales or solicitation
contact with the purchaser in con-
nection with the renewal. In the
final version, the disclosure require-
ments do not apply to renewals
unless the purchaser requests more
information about the producer’s
compensation less than 30 days pri-
or to renewal or less than 30 days
after a renewal.

“The intent of the rule, as it was
initially presented, was to bring
greater clarity and certainty to the
insurance purchase transaction in
order to protect consumers,” RIMS
said. “While this objective was a
positive first step by the depart-
ment, each subsequent revision has
diluted the original intent and has
resulted in the final rule that falls

short of complete and mandatory
disclosure, for which RIMS has been
a longtime advocate.”

In response, the New York
department said it did not intend to
reopen the public comment period.

Despite what it described as “some
positive changes” to the final rule,
the Independent Insurance Agents
and Brokers of New York said it plans
to file suit against the department to
try to block it from taking effect.

“IIABNY has a responsibility to
represent and to protect the interests
of its members, and our members
have unanimously and vociferously
told us that this rule is unnecessary,
ineffective and overly burdensome
to their businesses,” IIABNY Presi-
dent and CEO Dick Poppa said in a
statement. “We cannot sit back idly
and let the department impose an
unnecessary rule that will only serve
to add another time-consuming and
costly requirement for our members,
which in turn could also result in
additional costs to consumers.”

Responding to the ITABNY, the
New York department said in an
e-mail that the rule “protects con-
sumers and their right to receive the

information they need when mak-
ing important financial decisions.
We are confident in our legal
authority to promulgate the regula-
tion and look forward to aggressive-
ly defending it in court if necessary.”

The Council of Insurance Agents
and Brokers, for one, supports the
new regulation.

“The regulation is watered down
to some extent...it'’s not as demand-
ing as the (National Assn. of Insur-
ance Commissioners’ compensation
disclosure) model that we've sup-
ported from the beginning, but we're
fine with it,” said Ken Crerar, presi-
dent of the Washington-based CIAB.

“Our biggest concern has always
been that there be consistent trans-
parency. We've been supportive of
transparency across the board and
we're concerned that there are
inconsistent requirements,” he said.

“Having said that, the New York
requirement appears to be not a
heavy burden. It’s a basic trans-
parency requirement and we don't
see any major issues with it per se,”
Mr. Crerar said. More than any-
thing, it’s time for the industry to
move on from this, he said.
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THE RULE

Under New York state’s Producer Compensation Transparency Regulation, insurance
producers must disclose to the buyer, either orally or in prominent writing, at or prior to
applying for the insurance contract, the following information:

A description of the insurance producer’s role in the sale.

Whether the producer will receive compensation from the selling insurer or
other third parties based on the insurance contract being sold.

That compensation may vary depending on factors that include, if applicable,
the producer’s business volume for the insurer or the profitability of the policy.

The buyer may request information on expected producer compensation from a

sale or alternative quotes presented.

Once requested, the producer must disclose compensation in prominent writing, at or
prior to issuing the contract, except when immediate cover is needed in which case a

response is required within five business days:

A description of the nature, amount and source of compensation to the
producer or parent, subsidiary or affiliate based on the sale.

A description of alternative quotes presented by the producer, including
coverage, premium and compensation the producer would have received.

A description of material ownership interest the insurance producer, parent,
subsidiary or affiliate has in the issuing insurer, parent, subsidiary or affiliate;

A description of any material ownership interest the issuing insurer, parent,
subsidiary or affiliate has in the producer, parent, subsidiary or affiliate.

A statement whether the producer is prohibited by law from altering the
compensation received from the insurer based in whole or in part on the sale.

Source: New York State Insurance Department

COBRA: Premium subsidy extension hits speed bump but still alive
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coverage due to a reduction in
hours and then were involuntarily
terminated later.

While the latter provision as writ-
ten would affect relatively few for-
mer employees, benefit experts say
it would be a challenge to explain
and administer.

“This is not something easy to
understand and it is even harder to
communicate,”  said  Michael
Thompson, a principal with Pricewa-
terhouseCoopers L.L.P. in New York.

The provision involves employ-
ees whose hours were reduced so
much they no longer were eligible
for their employers’ health insur-
ance plan, resulting in eligibility for
regular, unsubsidized COBRA cover-
age. Later, the employees were ter-
minated involuntarily.

In this situation under earlier
Internal Revenue Service guidance,
such individuals would not be enti-
tled to the COBRA premium sub-
sidy. The IRS said the initial event
has to be involuntary termination
of employment for former employ-
ees to qualify for the 65% subsidy of
their COBRA premium.

The latest COBRA proposal
would effectively overturn that IRS
position as long as certain condi-
tions are met.

To qualify for the subsidy under
the proposal, the individual had to
have a reduction in hours between
Sept. 1, 2008, and May 31, 2010,
that resulted in a loss of group cov-
erage and which made the individ-
ual eligible for unsubsidized COBRA
coverage. The provision also would
require that the individual be invol-
untarily terminated after the jobs
bill is signed into law.

The length of time in which a for-
mer employee would be entitled to
COBRA coverage and the 15-month

SUBSIDIZED COVERAGE

Congressional actions to establish and extend the 65% federal COBRA health care premi-
um subsidy to involuntarily terminated employees

m February 2009, American Recovery and Reinvestment Act: Provides a nine-
month COBRA premium subsidy to employees laid off from Sept. 1, 2008,

through Dec. 31, 2009.

m December 2009, Department of Defense Appropriations Act: Extends COBRA
subsidy eligibility to 15 months for those laid off from Sept. 1, 2008, through
Dec. 31, 2009, and provides a 15-month subsidy for those laid off from Jan. 1,

2010, through Feb. 28, 2010.

m February 2010, draft proposed finance committee jobs bill: Would extend 15-
month COBRA subsidy to employees laid off from March 1, 2010, through May 31,
2010. In certain situations, would extend subsidy to employees who lose group
health coverage due to reduced hours and are later laid off.

COBRA premium subsidy would be
tied to when their hours were
reduced—not when they were
involuntarily terminated.

Take the case of an employee
who lost group coverage after his or
her hours were reduced on Jan. 1,
2009, and became entitled to
unsubsidized COBRA coverage for
up to 18 months. If the jobs bill
were enacted on March 1 and the
employee involuntarily terminated
the next day, 14 months of the indi-
vidual’s initial COBRA entitlement
would have elapsed. As a result, the
individual would be entitled to the
65% federal COBRA premium sub-
sidy for four months.

Implementing the provision will
be challenging, experts say.

“First, employers are going to
have to identify employees who
had a reduction in hours going back
as far as Sept. 1, 2008, and that will
be an effort,” said Jennifer Henrik-
son, a legal consultant with Hewitt
Associates Inc. in Lincolnshire, I11.

Then, employers would have to
find a way to clearly explain the
new right to opt for COBRA and

receive subsidized coverage to for-
mer employees.

“The issue here is trying to
explain this to beneficiaries so that
they understand this new opportu-
nity,” Ms. Henrikson said.

Experts say, though, that given
the nation’s continuing high unem-
ployment rate, it is nearly certain
that COBRA subsidies—even in the
wake of Sen. Reid’s removal of the
subsidy provisions from the jobs
bills—will be extended again.

Extending COBRA premium sub-
sidies “would be no surprise at all,”
said Rich Gisonny, a consultant
with Towers Watson & Co. in Val-
halla, N.Y.

If the economy does not pick up,
more COBRA premium subsidy
extensions are likely.

“I expect this to run through the
next election,” said Andy Anderson,
a partner with Morgan, Lewis &
Bockius L.L.P. in Chicago.

If Congress extends the subsidy,
it would be the second time law-
makers have done so since the orig-
inal subsidy legislation was passed a
year ago (see box).

President seeks bipartisan
health care reform summit

WASHINGTON—President
Barack Obama is trying to bring
in congressional Republicans in
efforts to develop a health care
reform bill that can win
approval in Congress, but it
isn't clear how successful that
effort will be.

Looking to renew momen-
tum on the stalled health care
reform legislation, President
Obama said in a televised inter-
view last week that he wants to
discuss reform ideas with
Republicans at a televised sum-
mit on Feb. 25.

“l want to consult closely
with our Republican col-
leagues. What I want to do is to
ask them to put their ideas back
on the table,” the president
said in the interview. “I want to
come back and have a large
meeting, Republicans and
Democrats, to go through sys-
tematically all the best ideas
that are out there and move it
forward.”

President Obama’s outreach
to Republicans came several
weeks after the political land-
scape in which health care
reform legislation had been
considered changed dramati-
cally.

With the Jan. 19 election of
Republican Scott Brown in
Massachusetts to fill the seat of
the late Sen. Edward Kennedy,
Democrats lost their filibuster-
proof majority in the Senate

and their ability to pass a com-
prehensive bill without Repub-
lican support.

By reaching out to Republi-
cans, President Obama is taking
a needed step to revive the
reform drive, observers say.

“He is trying to find a com-
mon ground,” said Helen Dar-
ling, president of the National
Business Group on Health in
Washington.

If the summit leads to a
revamped bill that picks up
support from just a couple of
Senate Republicans, “that could
be a real game changer,” said
Frank McArdle, a consultant
with Hewitt Associates Inc. in
Washington.

Several key Republicans,
while willing to participate in
the summit, last week said they
want the administration to
drop its support of reform bills
already passed by the House
and the Senate as a condition
of their attending the summit.

“The best way to start on real
bipartisan reform would be to
scrap those bills and focus on
the kind of step-by-step
improvements that will lower
health care costs and expand
access,” House Minority Leader
John Boehner, R-Ohio, said in a
statement.

So far, though, the White
House has been unwilling to do
that.

—By Jerry Geisel
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attorney said last week. Tim Howard,
coordinator of the Attorneys Toyota
Action Consortium, said a hearing on
whether the class action cases will be
consolidated is expected March 25
before a multidistrict panel in U.S.
District Court in San Diego. Also, two
congressmen asked leading
automobile insurers to disclose any
information they might have provided
to federal requlators regarding
problems with vehicles manufactured
by Toyota. In letters last week to top
executives of five auto insurers, Reps.
Henry Waxman, D-Calif., and Bart
Stupak, D-Mich., requested that the
insurers provide them with any
reports, briefings or presentations that
they provided to the National Highway
Traffic Safety Administration
"“concerning defect trends in Toyota
since 2000." The lawmakers also
sought copies of any communications
to or from NHTSA regarding those
reports. The House Energy and
Commerce Committee plans to hold a
hearing Feb. 25 to examine complaints
of sudden, unintended acceleration in
vehicles manufactured by Toyota.

Dodd more positive on
financial reform prospects

Senate Banking, Housing and Urban
Affairs Committee Chairman Chris
Dodd, D-Conn., last week said he is
"more optimistic” than he had been
in several weeks that his committee
will be able to draft a consensus
financial services reform bill. Sen.
Dodd said previously that he and the
committee’s top GOP member, Sen.
Richard Shelby, R-Ala., had reached
an impasse. But in a statement, Sen.
Dodd said he asked another GOP
committee member, Sen. Bob Corker,
R-Tenn., to negotiate a reform bill,
and that Sen. Corker agreed to do so.

Panel to quiz Anthem
on insurance rate hike

A congressional subcommittee will
hold a hearing this month on Anthem
Blue Cross of California's plan to
raise rates 39% in the individual
market in California. Reps. Bart
Stupak, D-Mich., and Henry Waxman,
D-Calif., sent a letter last week to
Angela Braly, the president and CEO
of WellPoint Inc., Anthem’s parent,
seeking a detailed explanation of the
proposed rate hike. In defending the

rate hike, WellPoint said the higher
prices reflect greater medical costs
and are in line with competitors.
"These rate increases are
unfortunate but necessary to reflect
the costs of paying for the medical
services for our members in the
current challenging environment,”
wrote Brian Sassi, head of
WellPoint's consumer business unit.

MMC's 2009 profit rises,
revenue declines

Marsh & McLennan Cos. Inc. reported
a $242 million profit in 2009
compared with a $73 million loss in
2008, while revenues dropped 8.9%
in 2009 to $10.5 billion. MMC
President and CEO Brian Duperreault
said MMC's “marked improvement” in
operating income was driven by “very
strong performance” in its risk and
insurance services segment.

Financial Services Authority
CEO to step down

Hector Sants, the CEO of the UK.
Financial Services Authority, last week
said that he will step down this
summer. Mr. Sants, who took the job in
July 2007, said it always had been his
intent to leave at the end of three
years. The FSA, part of the United
Kingdom's tripartite system of
regulation, was criticized for alleged
regulatory failures leading to the credit
crisis. The FSA shares responsibilities
with the Bank of England and the
Treasury under the U.K. system.

Buffett's Munich Re stake
rises to above 5%

Warren Buffett's investment in
Munich Reinsurance Co. has risen to
more than 5% of the company's
shares and could grow to around 7%.
Munich Re said previously that the
billionaire investor had increased his
stake in the reinsurer’s voting rights
through the holdings of shares and
financial instruments. On Friday, the
world's largest reinsurer said Mr.
Buffett's 5.073% ownership now is
solely in company stock. He also
holds options to purchase an
additional 1.945% of the company,
which would push his ownership to
around 7%. Mr. Buffett can exercise
the options on or before March 11.

Oklahoma workers comp
insurer opposes sale

CompSource Oklahoma said it
opposes legislation that would sell
the state-created workers comp
insurer. Legislation calling for the
sale of Oklahoma City-based
CompSource to the highest bidder by
Dec. 31, 2011, passed a Senate
subcommittee last week.

PLUS: Extra D&O reserves
are exhausted: Panel

CONTINUED FROM PAGE 4

ing brought on by excess capacity
and intense competition. Several
underwriters at the PLUS sympo-
sium said the D&O market now has
53 active insurers.

Many insurers entered the market
or increased their capacity in 2008
in an attempt to win market share
from three high-profile insurers
who were experiencing financial
troubles but ultimately survived.
Mr. Rafferty said $150 million to
$175 million in new capacity
entered the market during that peri-
od.

“Typically, capital comes to an
industry after (the market has)
turned,” Mr. Rafferty said. Instead,
the excess capacity softened the
market before it could harden in
response to an increase in claims
from the credit crisis.

Michael W. Smith, New York-
based president of Chartis Insur-
ance Co.’s executive liability divi-
sion, said even though the number
of securities class action lawsuits
decreased in 2009 compared with
2008, many more claims are in the
pipeline. About 4% of subprime
credit-related claims have been set-
tled, he said.

Mr. Smith and others said those
claims will highlight that some
insurers, particularly those on the
excess layers of D&O towers, have
not built up adequate reserves.

“These claims in the subprime
credit crisis are going to blow

through towers and they’re going to
take out carriers who were never
expecting to pay a claim,” Mr.
Smith said. “When these claims
blow through a tower, I would sug-
gest to you there are markets on
that tower right now that don't
have reserves up to that. And when
that gets closer to them, it may
change their attitude toward this
business. When it's going to hap-
pen, I don't know.”

Until then, panel members said
newer D&O insurers—not bur-
dened by the expensive claims from
prior years that existing D&O insur-
ers must pay—can continue to com-

pete aggressively, often choosing
not to write for primary layers or for
financial institutions, which have
been hit hard by credit crisis-related
claims.

In some cases, said Evan Rosen-
berg, senior vp at Chubb & Son Inc.
in Warren, NJ., companies allow a
new insurer to compete for a risk
immediately after an incumbent
insurer has paid a sizable claim for
that policyholder. Such scenarios
are frustrating to incumbent insur-
ers, he said.

“We should be able to renew that
account with a premium increase,”
Mr. Rosenberg said. “When you pay
a big loss, none of us can make that
up overnight.”

The Marriott Marquis Hotel in
New York was the venue for
the 2010 D&0O Symposium.

D&O Symposium
brings 1,200 to NY.

NEW YORK—Nearly 1,200
underwriters, attorneys and
other observers attended the
Professional Liability Under-
writing Society’s 2010 D&O
Symposium Feb. 3-4 at the
Marriott Marquis Hotel in
New York.

Panelists discussed trends
in litigation, regulatory
enforcement, bankruptcies
and other areas that impact
liability coverage for directors
and officers.

The next symposium will
be held Feb. 2-3, 2011, at the
Marriott Marquis Hotel.

—By Zack Phillips

Staffing: Insurance jobs growth expected
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reported last July. Recruiting tech-
nology employees also remains a
challenge, according to the January
survey, particularly for regional
insurers.

The January survey also found
that property/casualty companies
reported 12% greater difficulty in
recruiting needed staff than did
life/health companies. That differ-
ence might reflect the fact that
there is a larger pool from which to
recruit in the life/health side of the
industry than in the property/casu-
alty side, Mr. Rieder said. “The data
really show you that recruiting is
not easy for property/casualty.”

The 150 insurance company par-

ticipants in  the  January
Jacobson/Ward study averaged
1,516 employees. Of the partici-
pants, 122 were property/casualty
companies and 28 were life/health.

Ultimately, based on the January
survey results, Jacobson and Ward
project a nearly 2% increase in U.S.
insurance industry employment in
2010, resulting in approximately
26,500 new jobs, based on a base-
line of nearly 1.4 million insurance
company employees.

“I think we're really excited about
being able to come up with a num-
ber like that,” Mr. Jacobson said.
“We believe that this is the only
study that gives a forward-looking
insight into the insurance indus-
try’s labor market.”

FINANCIAL OUTLOOK POSITIVE

Insurers’ 2010 revenue forecasts

Decreased
revenue

10.8%

|— Don't know 4.5%

Flat growth

22.2%
Increased revenue

62.5%

Source: Jacobson/Ward Group
Insurance Industry Labor Market Study




WORKERS COMP
SCAM BACKFIRES
FOR COUSINS

A workers compensation scam
prompted a judge to call the case
“one of the dumbest things” he’s
ever seen.

Joseph Francis Brooks of
Philadelphia tried to pull off the
scam by shooting his cousin and
“robbing” him on the job so his
cousin could collect disability
payments. Instead, Mr. Brooks was
found guilty of insurance fraud and
given a five-year suspended
sentence and 18 months probation,
according to the Maryland attorney
general’s office.

Mr. Brooks, who pleaded guilty
in Rockville, Md., to a single count
of conspiracy to commit insurance
fraud, conspired with his cousin,
Pierre Lamont Taylor, in the staged
June 2002 armed robbery,
according to the attorney general'’s
office.

Mr. Taylor, who worked for United
Parcel Service Inc. in Montgomery
County, Md., then filed a workers
compensation claim with Liberty
Mutual Insurance Group, which
prosecutors said paid him a lump
sum disability payment of $250,000.

Mr. Taylor then shared the money
with Mr. Brooks.

Prosecutors said a friend of Mr.
Taylor’s reported the fraud to
Boston-based Liberty Mutual and
Mr. Taylor later confessed to police
that they had staged the robbery
that left him with a bullet in the
leg, an idea they allegedly stole from

a television show.
In sentencing Mr. Brooks last
month, Judge Michael J. Alego
noted that he had spent
time as a judge, an
attorney and a
prosecutor, and “this
ranks as one of the
dumbest things”
he had ever
seen anyone
do.

Business Insurance
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REUTERS

Fans of soccer star Cristiano Ronaldo will be covered for injuries
when they go to watch him play for Real Madrid under a new deal
providing free insurance for Spanish soccer spectators.

Bank scores
with fan cover

Spanish soccer fans no longer have to worry about coming
home from rowdy matches with injuries or worse.

Spanish bank Banco Bilbao Vizcaya Argentaria S.A. is
providing fans with free insurance covering permanent
disability or accident death.

The bank’s insurance unit is writing the coverage at limits of

€25,000 ($34,163) to cover adults at first- and second-division
matches from one hour before the game begins until
spectators leave the stadium as part of an agreement with
Spain’s soccer league, La Liga de Fatbol Profesional.

Fans younger than 14 are covered up to €5,000 ($6,833).

Members of official fan clubs get even greater rewards for
their dedication to the sport, with coverage expanded to apply
during their trips to and from the matches.

The bank said more than 500,000 fans will be entitled to the
seguro aficion, or fan’s insurance, each match day.

BBVA, which became an official LFP sponsor four years ago,
wants to enhance its image as the “soccer bank,” Javier Bernal,
BBVA'’s head of business development in Spain and Portugal,
said in a statement.

BBVA also wants to drum up a little business. The bank is
offering discounts up to 65% on life and homeowners
insurance for potential policyholders who can produce a ticket
stub for the soccer matches.
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CO-WORKERS MAY
BE YOUR BIGGEST
WORK STRESSOR

When Jean-Paul Sartre
concluded that “hell is
other people,” he may
have unwittingly
prognosticated modern-
day workplace stressors.
Continuous exposure to
grumpy or moody
colleagues, loguacious
small talk, overused
management jargon and
loud phone conversations
are enough to drive two
out of three U.K. office
workers batty, according
to a recent study by
Opinium Research L.L.P.
These office
aggravations exacerbate
stress levels for two in
three people, while one in
10 say they actually have
quit a job because of the
overwhelming angst their
office mates caused them.
An additional two-fifths
say they would consider
changing jobs to escape
such workplace nuisances.
The survey, conducted
Jan. 15-18 among a
national sample of 1,836
U.K. adults, also identified
the top 10 most ridiculous
office jargon phrases, the
most annoying of which
was “thinking outside the
box," cited by 21% of
respondents.
Other leading pet
peeves included “let's
touch base,” cited by 20%; “blue sky thinking," 19%; and
“blamestorming,” cited by 16%.
Unlike “brainstorming,” which means to discuss ideas
spontaneously and openly, “blamestorming” means to “sit
down and work out whose fault something is,” Opinium said.
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LESBIAN, GAY, BISEXUAL AND
TRANSGENDER RISKS HIGHER

THOSE WITH EMPLOYER-PROVIDED
COVER TAP STATE HELP p12c

RACE, ETHNICITY AFFECT 401(K)
PARTICIPATION RATES P12D

Employers target racial, ethnic health disparities

Programs promote
disease management
and prevention efforts

By JOANNE WOJCIK

While counseling a Hispanic patient
taking part in a diabetes disease
management program several years
ago, Peggy Payne became frustrated
by the woman'’s lack of progress.

The woman’s food journal
reflected the dietary changes Ms.
Payne, now director of cultural and
linguistic services for CIGNA
Healthcare Inc. in Irvine, Calif., had
suggested, yet her diabetes
remained out of control.

Upon further investigation and
with an interpreter’'s help, Ms.
Payne discovered the source of the
problem: The woman had been
using tortillas as “utensils,” as is cus-
tomary in her culture, and didn't
think it necessary to enter them
into her food diary.

“She was eating maybe six or sev-
en tortillas with every meal,” Ms.
Payne recalled.

The situation is one example of
the many health disparities that
may occur among ethnically and
racially diverse working popula-
tions, experts say.

Employers “always think of trans-
lation and giving information in
their language” as a way to commu-
nicate health messages to employ-
ees of various ethnic and racial
backgrounds, “but that’s just one
piece of the puzzle,” Ms. Payne said.
The programs, the communications
and the individuals performing the
outreach all must be “culturally
competent,” she said.

Employers invest millions of dol-
lars in the health and well-being of
their employees by providing dis-
ease management and wellness pro-
grams, but if these programs fail to
take into account beneficiaries’
racial and ethnic differences,
employers miss opportunities to
maximize their return on invest-

ment, said Don Weber, managing
director at PricewaterhouseCoopers
L.L.P. in Atlanta.

“It falls under the whole realm of
increasing productivity,” Mr. Weber
said. “If we believe these health ini-
tiatives are good for the employer
and employee because they increase
productivity, and we find out cer-
tain people aren’t taking advantage
of these programs, we want to find
out why.”

For example, black women get
recommended mammograms only
30% of the time, he said, referring
to statistics from U.S. Department
of Health and Human Services’
Office of Minority Health.

An employer with a large black
population should make note of
this disparity and take steps to
ensure that the women covered by
its plan are receiving mammograms
as needed, Mr. Weber said.

New York-based Verizon Com-
munications Inc. partnered with
Aetna Inc.’s Breast Health initiative
to identify black and Hispanic

women who had not undergone
mammograms as recommended by
the American Cancer Society, said
Audrietta C. Izlar, Verizon’s benefits
manager.

As a result of the intervention,
44% of the identified women
received their mammograms, Ms.
Izlar said. To persuade even more to
undergo the exams, Verizon is
expanding its on-site mammogra-
phy screening program to specifical-
ly target work locations with a large
number of black and Hispanic
women over age 40, Ms. Izlar said.

At San Antonio-based H.E. Butt
Grocery Co., Director of Benefits
Kathy Durbin conducted a claims
data review and found that many of
the company’s Hispanic employees
did not have a primary care physi-
cian and were not receiving ade-
quate preventive care.

To address this, the grocery store
chain is launching pilot projects in
San Antonio, where Ms. Durbin is
based, and in Austin, Texas, one of
its larger markets, to educate His-

panic employees about the impor-
tance of having a primary care
home and “knowing their num-
bers” in terms of cholesterol, blood
pressure and blood-sugar levels.

The outreach programs involve
developing culturally appropriate
bilingual communications and
using “promotores,” or Spanish-
speaking health workers to provide
information about health and the
health care system to community
members to eliminate many of the
barriers to health services.

“Whether it’s disease manage-
ment or prevention, you've got to
get to that audience and resonate
with them so they can adopt
healthier lifestyles and also be com-
fortable seeking medical care,” Ms.
Durbin said.

Verizon and H-E-B were among a
handful of the employers featured
in the National Business Group on
Health'’s September 2009 issue brief,
which its Racial/Ethnic Disparities

See DISPARITIES next page
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Questions
Answers

As the U.S. workforce grows more
diverse, employers should ensure that
their standard approach to providing
employee health benefits is not con-
tributing to gaps in care. In an e-mail
interview, Audrietta C. Izlar, benefits
manager at New York-based Verizon
Communications Inc., told Business
Insurance Senior Editor Joanne Woj-
cik why employers should be con-

cerned with health disparities and how they might address them. Ms. Izlar
recently chaired the Racial/Ethnic Disparities Advisory Board for the Nation-
al Business Group on Health, supporting a partnership with the U.S. Office of
Minority Health to help employers address racial and ethnic health disparities
within their workforces. She also served on a panel with the National Com-
mittee for Quality Assurance that recognized health plans for implementing
steps to combat disparities among members.

Diversity affects costs

Many companies value having a
diverse workforce, but need to
also account for the variances in
consumption and outcomes of
that care.

Disparities interventions
should have the same resources
allocated to them as structured
wellness and benefits plan
designs, because it's another way
of arriving at the same desired
results: getting employees to early
detection and prevention ser-
vices. Research has shown that
preventive, diagnostic and treat-
ment-related services may be
effective in deterring serious, cost-
ly health problems before they
develop or in treating them more
appropriately once manifested.
Some examples include coronary
heart disease, cancer and other
expensive, chronic health condi-
tions. Early detection of some
chronic conditions may reduce
the amount of care needed,
improve quality of life, increase
the chances for survival and helps
you better manage your costs.

Partner with ethnic affinity
groups...to disseminate informa-
tion and promote health and
wellness initiatives relevant to
and within their culture. Add vol-
untary race/ethnicity questions
to secure health vendor Web site
registration and health risk assess-
ments to capture data. Work with
health plans and other vendors to
identify programs and initiatives
that address health disparities.

The advisory board, comprised of
employers, researchers and
experts on disparities, completed
several projects during its two-
year tenure, including the follow-
ing resources to help employers

identify and address disparities
within their own environment:

® Conducted an employer survey
and interviews on racial/ethnic
disparities as well as health plan
interviews;

® Hosted two webinars: Employers
Addressing Disparities and Health
Plans Addressing Disparities;

® Produced two issue briefs: Elimi-
nating Racial and Ethnic Health
Disparities: A Business Case Update
for Employers, and Addressing
Racial and Ethnic Health Dispari-
ties: Employer Initiatives; and

m Developed two employer
guides for collecting data and
communications: Data Subcom-
mittee Guide: Getting Started and
Things to Consider in the Work-
place, and Communications Sub-
committee Guide: Employer
Communications on Health Dis-
parities Resource Document.

Verizon partnered with Aetna’s
Breast Health initiative to identi-
fy African-American and Latina
women in the Verizon popula-
tion who have not obtained
their annual screening mammo-
grams as recommended by the
American Cancer Society. As a
result of this outreach initiative,
44% of the women identified
received their mammogram.

At last year’s Verizon Multi
Employee Resource Group con-

ference, Verizon provided free
on-site biometric screening and
conducted women’s and men’s
health workshops addressing
health disparities.

Verizon is expanding its on-
site mammography screening to
target work locations with a large
number of African-American and
Latina women over age 40. Veri-
zon’s annual medical plan
renewal process includes ques-
tions regarding the health plan’s
disparities strategy...in evaluating
the renewal of the health plan.

Insider

Disparities: Income, education matter more

CONTINUED FROM PREVIOUS PAGE

Advisory Board, chaired by Ms.
Izlar, developed. The group works
in partnership with HHS" Office of
Minority Health to help employers
address disparities in disease and
treatment among insured employ-
ees across various race, ethnic and
gender groups.

While NBGH members have been
proactive about addressing health
disparities, the vast majority of U.S.
employers have been reluctant to
adopt similarly progressive policies,
said Andy Hiles, senior vp for
growth and innovation at Aon Con-
sulting in Atlanta.

“Employers have been slow to act
for a lot of reasons,” Mr. Hiles said.
“If there are disparities, (some think)
it’s an admission that someone is
acting in a biased way, but that’s not
true at all. Just because we have a
uniform system doesn’t mean every-
one has a uniform experience.”

Some employers have been hesi-
tant to collect data on ethnicity
from their employees, but the emer-
gence of corporate diversity pro-
grams is making that easier, Mr.
Hiles noted. Such questions also can
be added to health risk appraisals.

Many employers may find it easi-
er to reach out to their health care
providers, Mr. Hiles said.

“All of the major health plans are
aware of this problem,” he said.

In fact, a consortium of health
plans collaborated with the HHS'
Agency for Healthcare Research and
Quality in 2005 to form the Nation-
al Health Plan Learning Collabora-

tive to Reduce Disparities and
Improve Quality. Although the pro-
ject has ended, insurers continue to
collect data on disparities and
develop programs designed to
address them.

“If we don’t have self-reported
data, we use Census data and mem-
ber surnames” to identify race and
ethnicity, said Grace Ting, health
services director of programs in clin-
ical excellence and clinical health
policy at WellPoint Inc. in Thou-
sand Oaks, Calif. Her role is the lead
strategy officer to specifically
address health disparities.

While Census data and surnames
can be good predictors of race and
ethnicity, Ms. Ting said the accura-
cy rate is only around 60% for
blacks.

“So we added first names to the
analysis to increase the accuracy
rate to almost 80%,” she said.

By determining the ethnic and
racial composition of its members,
WellPoint can better target pro-
grams designed to address dispari-
ties that have been associated with
certain groups by the Office of
Minority Health and other research,
Ms. Ting said.

Bloomfield, Conn.-based CIGNA
received a grant last October from
Finding  Answers:  Disparities
Research for Change, a national
program of the Robert Wood John-
son Foundation at the University of
Chicago that evaluates interven-
tions aimed at eliminating racial
and ethnic health disparities in
local communities.

The grant will enable CIGNA to

conduct research to determine the
most effective strategies in address-
ing hypertension among ethnically
and racially diverse populations,
said Dr. Jeff Kang, CIGNA’s chief
medical officer.

In 2008, the insurer established
the Health Disparities Council, a
multidisciplinary group of compa-
ny leaders to exchange ideas, share
knowledge and identify opportuni-
ties to effectively address health dis-
parities in a culturally sensitive and
medically appropriate manner.

The insurer also revamped its
explanation of benefits letters to be
more easily understood by individ-
uals who do not speak English as
their first language or who have
limited education.

“Alot of people really focus on the
race and ethnicity component, but
there are so many other factors” that
could be creating health disparities,
such as lack of transportation, cost of
services, even education,” said Ms.
Payne, one of the council’s leaders.
“Only 12% of U.S. adults are able to
obtain and use information that can
help their own health status. Because
of that, we’re working hard to try to
communicate more simply.”

“Race matters, but income and
education matters even more,”
agreed H-E-B's Ms. Durbin, whose
oversees benefits for a workforce that
is predominantly low-income people
with limited education and includes
acculturated and wunacculturated
immigrants. Employers “need to
consider the socioeconomics of their
workforce” when addressing health
disparities, she said.

Risks for LGBT population even greater

It's been eight years since the Institute of Medicine
directed attention to inequities that minorities face
in getting appropriate and timely health care treat-
ment, but a more recent report has found even
greater gaps in care for the lesbian, gay, bisexual
and transgender populations.

The Healthy People 2010 initiative, the latest ver-
sion of a project launched in 1979 and overseen by
the U.S. Department of Health and Human Ser-
vices, reports that LGBT populations experience
greater barriers to care and worse health outcomes
than their heterosexual counterparts.

The LGBT disparities are common due to factors
such as low rates of health care coverage, high rates
of stress due to harassment and discrimination, and
a lack of cultural competency in the health care sys-
tem. In particular, LGBTs are at a higher risk of can-
cer, mental illness and other diseases and are more
likely to smoke, abuse alcohol and drugs and engage
in other risky behaviors, according to the National
Coalition for LGBT Health and Healthy People 2010.

Gays who are members of a racial or ethnic minor-
ity often face the highest level of health disparities,
the Washington-based coalition’s report says.

“When LGBT people present themselves for care
as patients, they are not always recognized. It
requires disclosure in order for them to have an
honest conversation about their health needs,” said
Jody M. Huckaby, executive director of Parents,
Families and Friends of Lesbians and Gays, a Wash-
ington-based advocacy group that recently pub-
lished “Straight for Equality in Healthcare,” a guide
for health care providers about LGBT issues.

For example, “when a lesbian goes in and com-
pletes an intake form that says she’s sexually active
and not using birth control, if her doctor asks why,

she will have to reveal that she is homosexual,” Mr.
Huckaby said. But many LGBT individuals are reluc-
tant to “out themselves” this way because “the staff
may not be sensitive to addressing these patients.”

Worse, if word gets back to the person’s employer,
their job might be in jeopardy. According to PFLAG,
29 states still have laws that permit employers to fire
individuals based on their sexual orientation.

As a result of these concerns, many LGBT individ-
uals avoid health care altogether, Mr. Huckaby said.

Warren, NJ.-based Chubb Group of Insurance
Cos., an insurer recognized for its longstanding
diversity efforts by the Washington-based Human
Rights Campaign advocacy group, is trying to
address health disparities among its LGBT employ-
ees, said to Donna Griffin, chief diversity officer.

“As more people identify themselves as being
part of the gay population, it has opened up our
benefits policies,” Ms. Griffin said.

Aside from working to ensure that LGBT employ-
ees have equal access to all health benefits, Chubb
plans to cover sexual reassignment surgery for
transgender employees beginning in 2012, she said.

“Addressing health disparities in gay, lesbian and
transgender individuals is the next step” to provide
health equity to all populations, said Grace Ting,
health services director of programs in clinical excel-
lence and clinical health policy at WellPoint Inc. in
Thousand Oaks, Calif.

Ms. Ting is working on a pilot project among
WellPoint clients involving health disparities
among LGBT individuals.

“To be truly culturally aware and supportive of
our members, we need to take all of these issues
into consideration,” Ms. Ting said.

—By Joanne Wojcik
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Some insured workers still rely
on state programs for assistance

New federal-private
partnership aims to
address disparities

By LOUISE KERTESZ

Even people with employer-provid-
ed insurance may have disparities
in the quality or level of their health
care and turn to state programs for
help. But many resources for
employers to address health dispari-
ties are available through a new fed-
eral-private partnership, the
National Partnership for Action to
End Health Disparities, sources said.

Cheryl Boyce, executive director
of the Ohio Commission on Minor-
ity Health, said she had long known
that individuals working in health
care and social services “can have
insurance and still have health dis-
parities.”

Still, Ms. Boyce was “fairly
shocked” when a January review of
the commission’s preventive health
care programs found they were used
equally by the uninsured and those
with public insurance and private,
employer-provided insurance, she
said.

Fach year during Minority Health
Month, the commission offers a
range of free health screenings.

“Restaurants use that month for
their (uninsured) employees’ once-
a-year checkup,” Ms. Boyce said.
But until the January review, she
said she was not aware that work-
ing, insured Ohioans are making
more extensive use of the state-
backed preventive health care pro-
grams.

The programs include health pro-
motion and disease management
for diabetes, certain cancers, infant
mortality, asthma, substance abuse
and violence prevention, she said.

Ms. Boyce said she has had “an
epiphany,” realizing “there’s a way
of framing (health disparities) that
we had not thought of.”

Ms. Boyce said she plans to
approach a member of the Business
Roundtable to explore how employ-
ers might work with the commis-
sion to end disparities.

About 35 states offer programs
similar to Ohio’s, which are at vari-
ous stages of development and usu-
ally are offered through their health
department’s office of minority
health, said Melissa Hansen, policy
associate at the National Council of
State Legislatures in Denver. Some
states have plans that include
engaging business leaders in
addressing health disparities, but
“each state is unique,” she said.

A list of those states’ programs
and contact information for their
directors is available online at
http://www.ncsl.org/default.aspx?tabi
d=14299.

However, “generally, employers
don’t think of going to the state or
local communities or health
departments” for help, said Helen
Darling, president of the National

Business Group on Health in
Washington. “A business organiza-
tion tends to look to business or
employer groups (for solutions)
because, frequently, the programs
in the public domain are aimed at
disadvantaged populations. They
tend to focus on different issues
and vehicles for change.”

“I see those programs as mostly
geared toward the uninsured,” said

Patti Friedman, senior consultant at
Towers Watson & Co. in New York.
“l don’t know if employers can
actually tap into state programs.”
Don Weber, managing director in
PricewaterhouseCoopers ~ L.L.P.’s
Atlanta office, noted that state dis-
parity programs are geared more
toward providers and health systems

See STATE PROGRAMS next page

LESSONS LEARNED

In the current economy, assessing and reducing health care disparities are secondary
priorities for employers and health care plans.

m Although some activity is taking place, many barriers to employer
involvement in assessing and reducing racial/ethnic health care disparities
remain.

m Lack of awareness of disparities, legal and privacy concerns, perceived
administrative burdens, and costs of data sharing have limited
collaborations between employers and health plans.

m Several strategies may increase employer involvement, including educating
employers and employees on the causes and consequences of disparities,
promoting the business case for disparities reduction, emphasizing the
legality of racial/ethnic data sharing, and creating more visible and cohesive
national leadership around these issues.

Source: Reducing Racial and Ethnic Disparities in Health Care: Partnerships Between
Employers and Health Plans, Mathematica Policy Research Inc.
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Employers focus on whole workforce for plan enrollment

Some say they should
consider factors like
race and ethnicity

By KRISTIN GUNDERSON HUNT

Despite studies indicating that race
and ethnicity influence employees’
investing habits, many employers
remain focused on enrolling their
entire workforce in their 401(k)
plans.

“It’s less about the ethnic groups
and more about trying to move the
workforce as a whole toward retire-
ment readiness,” said Marina
Edwards, senior consultant for
defined contribution at Towers
Watson & Co. in Chicago. “You
want all your employees to take the
right action and become good
savers.”

Race and ethnicity are factors
that employers might want to con-
sider, however. In 2009, Chicago-
based Ariel Investments Inc. and
Lincolnshire, Ill.-based Hewitt Asso-
ciates Inc. released a survey of 57
large U.S. employers with nearly 3
million employees.

It revealed that 66% of black
employees and 65% of Hispanic
employees participate in their
employers’ 401(k) plan, as opposed
to 77% of white employees and
76% of Asian employees. It also
found that blacks and Hispanics are,
respectively, 167% and 50% more
likely than their white colleagues to
take a hardship withdrawal; and
nearly 39% of black workers and
29% of Hispanic workers have loans
outstanding against their 401(k)
plan, as opposed to 21% of white
workers.

After controlling for factors such
as salary, job tenure and age, how-
ever, those gaps shrank, particularly
for higher-income earners: Of those
respondents making between
$90,000 and $119,000 a year, the
participation rate was 88% among
blacks, 89% among Hispanics, 92%

RACE A FACTOR IN 401(k) PLAN ENROLLMENT

A

According to a 2009 survey of 57 large U.S. employers with nearly 3 million employees
by Ariel Investments Inc. and Hewitt Associates Inc., percentage of those respondents
making between $90,000 and $119,000 a year who participate in their employers’

401(k) plans, by ethnic group

blacks Hispanics

among whites and 94% among
Asians.

“There are equalizers that can
have an impact, but we still saw race
as a factor,” said Barbara Hogg, a
senior retirement consultant for
Hewitt in Lincolnshire. “There is
not a one-size-fits-all answer.”

Wealth, education factors

The Center for Retirement
Research at Boston College in
Chestnut Hill, Mass., followed up
the Ariel/Hewitt survey with its own
study released in November, con-
cluding that 401(k) participation
does not hinge solely on race, but
on wealth and education as well.

The center analyzed the Federal
Reserve Board's Survey of Consumer
Finances—a triennial survey of a

whites Asians

nationally representative sample of
about 4,500 U.S. households and
their assets, liabilities and other
demographic information.

“If you simplify it to race, you'll
find a difference in race,” said
Christopher Sullivan, a research
associate for the center. “But if you
take two similarly situated people,
two college-educated individuals—
one black and one white—you’ll
find they invest about the same. It's
the different levels of education
and wealth leading (employees) to
make different (investment) deci-
sions.”

While employees undoubtedly
will make decisions based on indi-
vidual circumstances, Ms. Hogg said
ignoring the tendencies of particu-
lar groups will not help improve the

rates at which employees save for
retirement.

“It's part of a bigger picture,” Ms.
Hogg said. “If we don't look at this
with a wide lens, we might overlook
segments of the population when it
comes determining whether we're
all saving enough for the future.”

Ms. Edwards said employers may
bridge the gap by providing multi-
lingual communications or educa-
tion to employees for whom
English is a second language.

She said some plan sponsors,
albeit very few, translate their
enrollment materials into other lan-
guages. In addition, Ms. Edwards
said more 401(k) providers are offer-
ing call centers that allow employ-
ees choose the language to receive
explanations of their plan or answer
their questions.

Some plan sponsors designate an
employee to be the plan’s “champi-
on,” Ms. Edwards said. The champi-
on should understand the plan,
how it works and its benefits, and
speak the language of the targeted
group. She said she hasn’t seen this
practice applied on the basis of race,
but said it might be equally effec-
tive.

Ms. Hogg said automated solu-
tions targeting all employees, such
as automatic enrollment or auto-
matic escalation of contributions,
work well. Because they target
everyone, groups that traditionally
have not participated will be includ-
ed and enrollment likely will
increase, she said.

The high 401(k) participation
rate among employees—including
minorities—at Nationwide Mutual
Insurance Co. in Columbus, Ohio,
can be attributed somewhat to such
automated solutions, said Jack
Towarnicky, associate vp of benefits
planning. Compared with
Ariel/Hewitt study results, Nation-
wide’s participation was more than
20% higher among whites and
Asians, and 35% to 40% higher for
blacks and Hispanics than white
employees, he said.

“We believe our perennial, auto-
matic enrollment may address the
need to save—regardless of race,”
Mr. Towarnicky said.

Overall, 95% of Nationwide asso-
ciates contribute, Mr. Towarnicky
said. While participation was com-
parable, contribution rates among
various racial and ethnic groups
were noticeably different. He did
not specify the difference in rates,
though.

Rates of loan usage

Also parallel to the Ariel/Hewitt
study results, Nationwide’s black
employees use loans more frequent-
ly than other groups. Mr. Towar-
nicky said. Borrowing from a 401(k)
isn’t necessarily negative, though,
and the company does not offer
hardship withdrawals.

“Studies show that loans need
not negatively impact retirement
preparation, that modest access to
assets may be necessary to achieve
greater participation rates, and that
borrowing from your own account
is often less expensive than a loan,
if available, from other sources,”
Mr. Towarnicky said.

Actions  suggested in the
Ariel/Hewitt survey included limit-
ing the number of hardship loans
that participants can take at one
time, requiring a certain time
between loans and making payouts
from 401(k) plans in installments
rather than lump-sum distributions.

Additionally, Ms. Hogg said
employers’ messages about their
plans need to be more inclusive and
personal. She said employers should
not communicate unrealistic expec-
tations, consider their messages’ rel-
evance, and understand that differ-
ent reasons motivate different peo-
ple and tailor their message accord-
ingly.

“Make it easier to help people
take action,” Ms. Hogg said. “On
top of that, employers should
reassess how they are communicat-
ing; making it real for the individu-
al is important.”

State programs: Insured workers rely on state programs

CONTINUED FROM PREVIOUS PAGE

with the goal of widening access to
health care.

John West, public relations offi-
cer for the U.S. Department of
Health and Human Services’ Office
of Minority Health in Washington,
said employers could look at what
their state minority health offices
are doing. But he said the major
push to address health disparities is
the 2008 joint effort between OMH
and NBGH, called the National
Partnership for Action to End
Health Disparities.

The OMH asked NBGH to devel-
op a business case why employers
need to address health care dispari-
ties and provide practical strategies
that large employers could use to
address the problem in their work-
force.

“Employers are in their infancy in

dealing with this,” Mr. Weber said.
NBGH “has put the most succinct
resources together for employers,”
he said.

“Addressing disparities is fairly
new or in nascent stages” among
employers, agreed Leah Trahan,
manager of the Center for Preven-
tion and Health Services at NBGH.

The NBGH-developed documents
outlining those tools and strategies
are available at HHS" Web site at
http://minorityhealth.hhs.gov/npa/tem
plates/browse.aspx?lvi=1&Ivlid=13#%2,
where links to state plans and pro-
grams addressing disparities also
can be found.

Also available at the NBGH's Web
site is a report, “Eliminating Racial
and Ethnic Health Disparities: A
Business Case Update for Employ-
ers,” at  http://www.business-
grouphealth.org/pdfs/Final%20Draft%
20508.pdf, that provides a business

case, strategies and tools to address
disparities in health care.
Companies that have taken the
lead in tackling health disparities
are discussed in the NBGH’s
“Addressing Racial and Ethnic
Health Disparities: Employer Initia-
tives,” at  http://www.business-
grouphealth.org/pdfs/Addressing_Raci
al_and_Ethnic_Health_Disparities_E
mployer_Initiatives.pdf. Companies
participating include PepsiCo Inc.,
Cisco Systems Inc., Blue Cross and
Blue Shield of Minnesota, Marriott
International Inc., U.S. Foodservice,
H.E. Butt Grocery Co., Prudential
Financial Inc., Compass Group and
Verizon Communications Inc.
Separately, a policy brief by inde-
pendent researcher Mathematica
Policy Research Inc.,
http://www.mathematica-
mpr.com/publications/pdfs/health/red
ucedisparities.pdf, discusses how

health plans and employers can
work together to address health dis-
parities.

The Mathematica brief also
addresses barriers, such as privacy
concerns and the legality of target-
ing specific populations, to employ-
ers’ tackling health disparities (see
box, page 12C). The brief discusses
legal scholars’ arguments that shar-
ing this data “is legal and should be
encouraged.”

“A lot of the work (in addressing
health care disparities) is employers
obtaining data from health plans”
and learning that certain groups
may not be accessing preventive
services as much as others,” PWC'’s
Mr. Weber said.

Nevertheless, Ms. Friedman said
employers are addressing disparities
by virtue of offering health risk
assessments that lead to certain
employees receiving health coach-

for assistance

ing and disease management.

The assessments provide infor-
mation “that doesn’t direct some-
body to those programs because of
an ethnic or racial (category). But
when you see the people who are
targeted, you could probably figure
it out. But the problem is, because it
isn’t targeted up front, the outreach
isn't necessarily meeting the need.
It may not be culturally sensitive to
language barriers and cultural atti-
tudes,” Ms. Friedman said.

She suggested that employers use
the resources and outreach of
national organizations such as the
American Diabetes Assn., which
offers programs for specific popula-
tions such as Hispanics. Another
organization is the March of Dimes,
which she said provides materials in
various languages to help prevent
premature birth and understand the
stages of child development.
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