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“Benefiting” from
Consultative Approach

An update on
The Addis Group’s
Employee Benefits

Division

Escalating health

care costs, legisla-

tive and regulatory
changes and service-

= challenged health
Bob Enderlein insurers all have had
a dramatic impact on employee benefit plans.
What was once considered a straightforward
issue has become one of the most complex
and costly business decisions, requiring tailor-
made solutions! Yet when service was being
offered, it was usually on a reactionary basis,
if it was being offered at all.

Many of our small to mid-sized clients have
retained The Addis Group to provide pro-
fessional services for their employee benefit
programs. Currently, our benefits division
is providing solutions for our clients’ health,
short- and long- term disability, dental, vision
and group life insurance needs.
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As of 2001, more than half (53 percent)

of U.S. workers used a computer on the
job. We use personal computers to create docu-
ments, process accounting records, store client
lists and more. Even only ten years ago, covering
computers and electronic data required either a spe-
cialized policy or a patchwork of coverage—which
may have been incomplete. But as businesses have
become more dependent on computers, the insurance
industry has responded by offering coverage for hardware, software and data under a variety
of policies:

-

% Business property policies cover computer hardware like other machinery. If your policy
provides actual cash value coverage, we recommend you change it to replacement cost
coverage. Computer hardware becomes obsolete so quickly, the cash value of lost or stolen
computers may be only a fraction of what it would cost you to replace them.

Policies also cover electronic storage media (such as tapes, CDs, diskettes)—but that might
not include the data stored therein. Some policies specifically exclude coverage for data,
such as the ISO Commercial Property form. You can buy an extension that will cover data,
but coverage is limited to $2,500—which will cover the cost of restoring or recreating
data for only the most minimally automated company. Most property policies also don’t
cover computers and electronics due to damage from mechanical or electrical breakdown,
temperature extremes, corrosion, rust or contamination.

% Boiler and machinery policies cover equipment from mechanical or electrical breakdown.
Policies usually exclude computers and data processing equipment, with the exception of
computers used for design or for controlling manufacturing processes. Some cover systems
used by automated non-manufacturing businesses, such as hospitals, department stores and
theaters.

% Equipment breakdown coverage has evolved from the traditional boiler and machinery
coverage. Newer equipment breakdown policies cover equipment, including computers
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Liability

fyour business is the typical small or mid-sized business, you probably

have somewhere between $500,000 and $2 million in liability coverage
under your business owner policy (BOP) or commercial general liability
policy. Depending on your risk exposures, you might also have liability
coverage under other policies, such as an automobile liability policy or
employers liability policy. Sometimes, a liability claim will exceed the
limits of these policies. When that occurs, an umbrella policy can help
meet your coverage needs.

These policies provide coverage when you exhaust the limits of your
“underlying” liability policy. Umbrella coverage can be attached to com-
mercial liability, employers liability and automobile liability policies. It
has three main functions:

v to provide excess coverage for underlying liability policies (for exam-
ple, increasing covered loss limits from $1 million to $5 million)

v to “drop down” and make payments when underlying policy limits
have been totally or partially exhausted (such as when maximum
aggregate limits have been reached before the end of a policy term or
when liability awards consume limits of other layered policies)

v to provide broader scope of coverage than primary policies offer (for
instance, covering damage to property belonging to other parties but
in the care, custody and control of the insured).

Although you might hear the terms “umbrella” and “excess” used
interchangeably, these two types of policies differ significantly. Excess
insurance simply provides higher limits than your underlying policy. An
umbrella policy not only increases your limits, it increases the scope of
your coverage as well. In other words, an umbrella policy can protect
you from some losses excluded by your primary policy.

Policy terms vary, but umbrellas can cover claims filed outside the U.S.
or Canada; claims of contractual liability (for both written and oral
contracts); liability for items in your care, custody and control; and
watercraft or aircraft liability—all excluded by the standard commercial
liability policy. Before your umbrella activates this “drop down” coverage,
an insured must pay a self-insured retention (SIR—usually $10,000 or
$20,000) that acts as a deductible.

What to look for in umbrella policies

Most umbrellas furnish broader coverage and fewer restrictions than
general liability policies, but if yours doesnt, consider adding “broad as
primary” or a “following form” clause in the contract. This will indicate
that your underlying policy’s conditions will automatically be included
in the umbrella coverage. When possible, amend the language to go
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beyond the underlying policy’s
conditions, by agreeing that
exposures not covered by the
underlying policy will be picked
up by the umbrella after your
claim costs exceed the SIR. Anniversary dates of all underlying and
umbrella coverages should coincide, to avoid potentially damaging
coverage gaps or overlaps.

When your organization has several layers of insurance, be certain that
covered losses and “drop down” language are identical. Some policies
have separate limits for legal defense costs. If your umbrella includes
defense costs within its policy limits, you might want to purchase higher
limits. If the policy covers more than one company, be certain to insert
a “severability of interests” clause; this will treat each company as a
separate insured if an employee of one company makes a claim against
another insured company.

Umbrella insurance can save the day when a major claim puts your
company’s finances at risk. Please call us to evaluate your liability ex-
posures today. We can help you structure an umbrella policy that will
provide you the additional coverage you need. For more information,
please call us.

Extra coverages available
under some umbrella policies

v coverage for oral contracts, as well as written

v loss of use of property that has not been physically damaged, if the
loss is caused by a covered occurrence. (For example, your company
vehicle was involved in an accident that blocked access to a neighbor-
ing property. The property itself didn’t suffer any physical damage,
so your liability policy would not cover a lawsuit alleging liability
for blocking access to their property. An umbrella policy could cover
this situation.)

¢ punitive damages (where permitted by law)

v/ damage to property owned by another but in the care, custody and
control of the insured

¢ broader definitions/coverage for personal injury

v “occurrences” defined as events as well as accidents

v separate occurrence definitions for intentional and non-intentional
bodily injuries

¢ aircraft and watercraft contractual liability

—




Mya Simpson Joins
The Addis Group

Mya serves as a technical coordinator
in the Commercial Lines Division.
Her responsibilities include supporting
the assistant account manager and account
managers in handling the day-to-day needs
of key commercial clients of The Addis
Group.

Originally from Washington, DC, Mya
graduated from Temple University with a degree in history. At Temple
she was a member of the Pre Law Society and volunteered to teach dance
to neighborhood children. Before coming to The Addis Group, Mya
worked for The Counsel at Temple University for three years.

Mya resides in Philadelphia, Penn. with her son Khyrie. She enjoys
dancing, reading and spending time with family and friends. 1

Fiduciary Fury—Risk Manage-
ment Leadership Forum 2006

n May 4, The

Addis Group,
in conjunction with
Brandywine Benefits
and Gallery Asset
Management, spon-
sored a workshop ad-
dressing employers’
fiduciary responsibil-
ity with regards to
managing a 401(k)
program. This infor-
mative workshop was hosted at the Philadelphia Country Club. 1

First Annual Safe

Driving Presentation

On May 18th, The Addis Group Personal Lines division sponsored
a “Safe Driving” presentation at the Villanova Conference Center in
Villanova, Penn. The program was designed to be attended by parents
along with their driving-age children.

The program presenter was Phil Moser, national sales manager of Ad-
vanced Driver Training Services, Inc., King of Prussia, Penn. Phil is
certified in the field of accident investigation and reconstruction. He was
a police officer with the Lower Providence police department for 11 years
and in that role investigated some 3,500 motor vehicle accidents.

The intent of the program was to make new drivers aware of safety tech-
niques, driver awareness and accident prevention, as well as defensive
driving tips. The parents attending also benefited from these “refreshers”
and learned some new skills of their own.

Other programs are planned for the fall. 1
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In addition to providing the “traditional” services such as benefits pro-
gram plan design consultation, carrier identification/selection, conduct-
ing open enrollment meetings and claims servicing, The Addis model is
to assist you from a federal/state compliance standpoint as it relates to
personnel/human resources. This may include:

% Employee handbook audits/creation

% INS I-9 compliance

% FMLA policies/procedures

% COBRA coordination and outsourcing options

% Personnel record retention/storage

% Sexual harassment policies and prevention training
#* ADA policies/procedures

Today, thanks to our clients and network of referrals, our benefits divi-
sion is growing at an impressive rate. In response to the demand, we
have taken steps to increase staff, invest in technology and dedicate more
internal resources to broaden our customer service capabilities.

If you would like to find out more of how we can assist with your employ-
ee benefit needs, please contact Bob Enderlein at 610-945-1033. [
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and electronics, from “direct physical loss” caused by three specific
causes: failure of pressure or vacuum equipment, mechanical failure
and electrical failure.

* Electronic data processing (EDP) policies covered electronic
data only in the past. In addition to covering the cost of researching,
repairing or replacing electronic files, some provided extra expense
and business interruption coverage.

Today, however, EDP policies have evolved. The American Association
of Insurance Services (AAIS) provides three types of policy forms,
two of which cover equipment, media and data. Some policies have
separate limits for software, media (materials that store data, such as

Hoppy disks, tapes or CDs) and data—however, a single limit gives
you more flexibility at claim time.

If youre comparing an equipment breakdown policy and an EDP
policy, the EDP policy will likely provide broader coverage for your
hardware. Unlike equipment breakdown insurance, EDP policies
usually provide coverage for any cause of loss unless specifically
excluded.

% Business income/extra expense policies protect you from income
losses resulting from a business interruption due to a covered cause
of loss. However, if your property policy does not cover damaged
computers or data, your business income and extra expense policy

wont. PROPERTY — continued on Page 4
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Safety

of accidents that can lead to serious
or fatal injuries:

1 Stress — problems at work, family or other per-
sonal issues may hinder ability to concentrate on
the task at hand. The No. 1 cause of work-relat-
ed stress is interpersonal relationships (problems
with one or more co-workers or a supervisor); the No. 1 cause of
family-related stress is money—whether an argument with a spouse
or worries over an incoming bill, much stress relates to finances.

2 Fatigue — poor quality sleep, lack of sleep, lack of “down-time”
between heavy work or tasks, exposure to hot/humid environment
and medications that cause drowsiness can all lead to fatigue.

3 Poor Health — lack of exercise, poor dietary habits, exposure to
virus/illnesses—all may contribute to the cause of an accident.
Diet or physical condition can alter physical performance; coming
to work when ill not only exposes other employees, but also may
reduce the ill person’s ability to perform tasks properly or increase
the use of an unapproved shortcut to finish a task.

4 Exceeding Limitations — improper lifting, carrying a load that is
too heavy or bulky, attempting to perform more tasks than time
allows, attempting to perform more than one task at a time—anyf/all
of these can contribute to an accident.

5 Attitude(s) — carelessness, apathy, anger and recklessness all set
up the conditions for an accident. Choosing not to use personal
protective equipment for a task, using an improper tool for the task,
not maintaining tools or work areas for other employees—these
behaviors may all stem from attitude.

6 Lack of Training/Supervision — inadequate or improper training
for the task, condoning improper use or lack of use of personal
protective equipment and/or condoning unapproved “shortcuts”
in performing tasks can all lead to accidents.

Some Common Causes of Accidents

Following is a list of common causes N\

Any one or a combination of these factors
contributes to most accidents. The accident
might affect the individual performing in this
manner or his performance could lead to a co-
worker’s injury.

We are all responsible and accountable for
each other at work. What I do DOES have an
effect, whether positive or negative, on my co-
worker(s) and possibly on my family. On any given day, anyone can
become distracted for any number of reasons. We must all help each
other stay focused on the task at hand, with occasional reminders on
how or when to do or use something related to the task.

As a manager or leader, you are not immune to these causes; recognizing
these in your people can help you identify and avert an injury waiting
to happen. Lead by example and you can prevent hazardous situations
that may lead to an accident. 1
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Some EDP policies will provide business income and extra expense
coverage. To determine how much business interruption/extra ex-
pense insurance you need for computer-related losses, ask yourself
what the worst-case scenario would be. How would a disaster affect
your computer network/data processing abilities? If you have offsite
data processing capabilities and backups, your computer-related
losses might be minimal. If not, what operations would be affected?
How many man-hours would it take to get your system up and run-
ning and recreate critical data files? How much would this cost?

Because coverage for computers and electronic data is still evolving
and many nonstandard policies exist, most businesses find it necessary
to have an expert guide them through the insurance-buying process.
For more information, please call us. 1
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