MANAGINGRISK

THE ADDIS GROUP

A Susquehanna Company

2500 RENAISSANCE BOULEVARD
KING OF Prussia, PA 19406-2772
(610) 279-8550

Fax (610) 279-8543
WWW.THEADDISGROUP.COM

WBN

WORLDWIDE BROKER NETWORK

This Just In

H uman resource professionals rank
substance abuse and drug addic-
tion among the most serious work-
place problems facing U.S. employers,
according to a survey for the Hazelden
Foundation, a nonprofit drug treatment
provider. Although 67 percent of HR
professionals expressed concern about
this problem, fewer than one-quarter
of companies (22 percent) “openly and
proactively” deal with it. According to
Workforce Management magazine’s
online edition, “The survey of 1,000
HR professionals revealed that, while
many companies provide employee as-
sistance benefits, few addicted workers
are being referred for treatment, most-
ly because of their reluctance to talk
about it and HR’s discomfort in raising
theissue.”
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went bankrupt. Business
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debts, leases and guaranties are dischargeable debts
under bankruptcy law, meaning that bankruptcy can
erase the debtor’s responsibility for paying these
debts. To learn how to protect your company from bad

debt, read on.

redit risk insurance is a cost-

effective way to protect your

company from bad debt. There

are four main benefits of credit
risk insurance.

1 Catastrophic loss protection: Research
shows that for most businesses, the top 20
percent of accounts represent about 80 per-
cent of the company’s revenue. This credit
exposure means that just one sudden, unex-
pected loss could devastate many businesses.
Credit insurance mitigates this catastrophic
risk.

2 Safe sales expansion: Customers both
old and new often request large amounts
of credit as a condition for their purchases.
Many vendors limit their sales to avoid tak-
ing on too much credit risk. For a small per-
centage of the deal, credit risk insurance can
allow these companies to expand sales and

be sure they will be paid. In today’s global
economy, credit risk insurance also allows
businesses greater opportunity to expand
abroad.

3 Improved credit decisions: Credit risk
underwriters generally conduct credit evalu-
ations on the accounts you wish to insure
and approve them for specific credit limits.
Their detailed analysis represents a highly
professional evaluation of your customers’
credit that you can use to make better deci-
sions about clients.

In addition, credit risk underwriters con-
tinually monitor accounts, ensuring that you
get early indications of any problems arising
in their creditworthiness.

4 Better borrowing: If the company bor-
rows against its receivables, credit risk insur-
ance lowers the risk for the lender. Lenders
might therefore lower their rates, increase

CREDIT—-continued on Page 3

Fourth Quarter 2007


www.theaddisgroup.com

Liabilit

ollution is not just bad PR. With in-
creasingly robust legislation, matur-

ing catalogs of hazardous materials

and stricter interpretations by the
courts, pollution risks are one of the greatest
hazards facing any company, easily capable of
sending even the strongest firms well on their
way to bankruptcy.

Reflecting this change, the insurance in-
dustry has developed a wide range of environ-
mental liability coverage. In the U.S. alone,
written premiums have reached an estimated
$3 billion dollars per year, with a growth rate
of 10-15 percent.

While environmental liability insurance
was once considered something of a niche
market, the scene is now dominated by major
players in the industry, such as AIG, Kemper,
Zurich-American, Chubb and Liberty. Rates
and terms are competitive and offer policyhold-
ers the flexibility to overcome the fallout from
a wide range of environmental problems.

Pollution liability exposures can arise from
many different sources and are not limited to
particular industries. Environmental risks can
arise from on- and off-site conditions, waste
disposal and transportation exposures, merger
and acquisition activities, historical and cur-
rent operations and storage tank releases, to
name but a few.

No standard environmental policies exist;
however, the policies offered by major insur-

ance companies generally fall into these cat-
egories:

Pollution legal liability: Covers claims
from unknown pollution conditions at spe-
cific locations. Generally, these policies cover
both on- and off-site pollution conditions,
and include claims for bodily injury, property
damage and cleanup costs. Often, business
interruption and transportation claims will be
covered, but costs of an ongoing cleanup or
existing, known contamination are not.

Property transfer: Offers coverage similar
to pollution legal liability policies when prop-
erty ownership is transferred.

Cleanup cost cap or stop loss: Covers cost
overruns for remediation due to the discovery
of additional amounts or newly discovered
contaminants, or from changes in regulatory
requirements at a site. Coverage is limited to
cleanup costs; claims for bodily injury, prop-
erty damage or legal defense are not covered.
Policies may also exclude coverage for radioac-
tive matter, asbestos, contractual liability and
regulatory fines and penalties.

Brownfields restoration and develop-
ment: Covers urban development projects
with known contamination. These policies
combine pollution legal liability and cost cap
insurance and generally cover bodily injury,
property damage, cleanup costs for unknown
pollutants, and cost cap coverage for cleanup.

Asbestos abatement: Covers bodily in-

Protecting the
Environment
and Your Business

Once considered a niche business, the
insurance industry has developed a wide
range of environmental liability cover-
age. In the U.S. alone, written premiums
are estimated at up to $3 billion dollars
per year, with a growth rate of 10-15
percent. With a wide variety of nonstan-
dard policies to choose from, which is
best for your needs?

jury and property damage that results from
asbestos abatement operations conducted by
the remedial contractor.

Asbestos containment: Covers building
owners if a release of asbestos occurs. Policies
cover sudden/accidental release of asbestos,
which results in bodily injury/property dam-
age (BI/PD), on an occurrence basis.

Transporter insurance: Covers a trans-
porter for off-site spills and liability for dispos-
al of waste at a non-owned location. Coverage
is included for oil, asphalt, sand and gravel,
construction material, chemicals, and other
toxic materials. Bodily injury, property dam-
age and cleanup costs are covered, but known
conditions, completed operations, and delib-
erate acts are commonly excluded.

Storage tank pollution liability: Covers
releases from scheduled storage tank systems
for corrective action on-site and off-site. Bodi-
ly injury and property damages are covered,
and these policies can be used to meet Envi-
ronmental Protection Agency and state finan-
cial responsibility requirements.

Owner’s spill liability: Policy provides cov-
erage for bodily injury, property damage, and
cleanup costs resulting from an incident dur-
ing transportation by a carrier of the named
insured’s product or waste.

For more detailed information on any of
these coverages, please contact your account

manager at The Addis Group. @
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study released in April 2006 found

that almost 80 percent of crashes

and 65 percent of near-crashes in-

volved some form of driver inatten-
tion within three seconds of the event. The
study, conducted by the Virginia Tech Trans-
portation Institute and the National High-
way Traffic Safety Administration (NHTSA),
found that the most common distraction was
the use of cell phones, followed by drowsi-
ness.

A 2005 study by the Australian Insurance
Institute for Highway Safety found that mo-
torists who use cell phones while driving are
four times more likely to get into crashes se-
rious enough to injure themselves than those
who dont. A University of Utah report in
2006 concluded that talking on a cell phone
while driving is as dangerous as driving drunk,
even if the phone is a hands-free model.

“As a society, we have agreed on not toler-
ating the risk associated with drunk driving,”
said researcher Frank Drews, an assistant pro-
fessor of psychology at the University of Utah.
“This study shows us that somebody who is
conversing on a cell phone is exposing him
or herself and others to a similar risk — cell
phones actually are a higher risk,” he said.

With evidence like this it's not surprising
that most countries in the world, including
almost all the western industrialized nations,
have banned the use of cell phones while driv-
ing. In the U.S., only New York, New Jersey,
the District of Columbia, Connecticut, Wash-
ington and (beginning in 2008) California
have outlawed the dangerous practice.

For companies, having a safe cell phone
policy is just sound business practice, says
safety consultant Steph Marr. “It’s an obvious
danger, and allowing employees to engage in
dangerous practices that could result in their
death or serious injury is clearly a bad policy,”
he says.

Still, according to the
Society for Human Re-
source Management, only f
40 percent of companies
have policies restricting use
of mobile devices in the car.
Some allow employees to
conduct business over the
phone as long as they pull
off the road. Others have
completely banned the use
of all wireless devices while
in the car.

Don't Let Employees Talk and Drive

They have their iPhones, BlackBerries and Treos to stay in touch even when they’re on the
road. But could they also have the most dangerous tool in the modern business world?

Companies that don’t ban the use of cell-
phones while driving also face potentially
massive lawsuits from victims of an accident
caused by their employees. Though juries are
still voting both ways on such cases, there have
been enough major damages awards to make
such a policy a “no-brainer.” For example, in
a Miami-Dade County, Florida case, Bustos v.
Leiva, a 78-year-old woman was awarded $21
million in damages when a lumber driver talk-
ing on the phone rear-ended her vehicle, caus-
ing her severe injuries.
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the volume of available funding or allow pre-
viously unsuitable accounts into the borrow-
ing base.

Credit risk insurance is tailored to each
business and its clients. Therefore it’s impor-
tant to find an account manager with a genu-
ine interest in understanding your business
operation to get you the policy most suited
to your needs.

Before you talk to a specialist, take a look
at your business — who are your customers,
how robust are your credit practices, what is
your appetite for risk and how aggressively do
you want to expand? Think about how you
want the policy to work for you and where
it can bring value. With this accomplished,
you'll be better prepared to have a productive
dialog with a specialist who can help you find

the ideal solution.

Of course you will want to discuss what
type and level of risk you wish to cover. But
you will also have to decide the level of premi-
um you can afford and the amount of risk you
wish to retain via a deductible or co-payment.
Generally it is sound practice to make sure
the deductible is less than your gross margin.
That way you can be sure that you are cover-
ing your cost while avoiding paying additional
premium to insure your profit. A deductible
can be used to reduce the premium to a cer-
tain point. You can maintain a small reserve to
cover the deductible or take it out of your cash
flow at the time of the first loss.

Another golden rule is to submit all your
accounts for underwriting and let the profes-
sionals decide the specific coverage for each

account. This is important because a credit
risk policy is designed to protect against
unexpected losses — and that includes those
accounts that you've never experienced prob-
lems with.

A broker or agent will also be an invaluable
resource for evaluating the different proposals
you receive. Carriers all differ widely in how
they structure and administrate their poli-
cies. The three key categories to focus on are
the carrier’s financial strength, their contract
wording and the policy terms and coverages
they propose.

Keep all these factors in mind when com-
paring premiums and deductibles to get the
right policy to help move your business for-
ward. For assistance or more information,

please call us. @
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Who's Who at Addis

Julia Taylai

Julia joined The
Addis Group in May
2007 as a technical

coordinator for the
Entrepreneurial ~ Ser-
vices Division. Her

responsibilities include
supporting the assis-
tant account manager
and account manager
in handling the needs of their commercial
clients.

Prior to coming to The Addis Group, Ju-
lia worked for State Farm Insurance in their
commercial solutions center, where she be-
gan learning about commercial insurance.
Julia continues to develop her skills and
knowledge of the industry through classes,
seminars and workshops.

Julia currently resides in Media, Penn.
She enjoys horseback riding, art museums
and going to the park with her dog.

Kristina Valdez-Dapena

Kristina serves as
a technical coordina-
tor in the Commer-
cial Lines
Her  responsibilities
include  supporting
the assistant account

Division.

manager and account
managers in handling
the day-to-day needs
of key commercial clients of The Addis
Group.

Originally from Miami, Florida, Kris-

tina attended Temple University with a ma-
jor in international relations and a minor
in Spanish. She participated in the Latin
American Studies Semester, which enabled
her to take all her regular classes in Span-
ish, before heading out to live in Merida,
Mexico for a semester.

Prior to joining The Addis Group, Kris-
tina was a restaurant manager at Iron Hill
Brewery & Restaurant for seven years.

Kristina resides in Valley Forge, Penn.
She enjoys dancing, reading, riding motor-
cycles and spending time with family and
friends.

Patricia Roelofs

Pat began her ca-
reer as a special edu-
cation teacher after
obtaining her degree
from West Chester
University. She
taught for several
years before changing
her career path. She
then worked in vari-
ous personal lines insurance agencies as an
account representative. She has successfully
completed the courses necessary to main-
tain her property and casualty license.

Pat joined The Addis Group in the Cap-
tive Division. Her primary responsibilities
are assisting the account managers and assis-
tant account managers, including certificates
of insurance and auto ID cards.

Pat and her husband Gene live in West
Chester and enjoy traveling, biking and play-
ing tennis. @
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Some workers who use cell phones while
on the job have filed workers’ compensa-
tion claims based on the theory that radio
frequency radiation from cell phones may
lead to brain cancer or other maladies. This
is happening even though the science appears
inconclusive.

According to a report issued by the U.S.
General Accounting Office (GAO) in 2001,
“Although most of the epidemiological and
laboratory studies conducted on the issue
have found no adverse health effects, the
findings of some studies have raised ques-
tions about possible cancer and noncancer
effects that require further investigation.”

Whether cell phone use causes illness will
only be resolved by scientific study to come;
however, the popularity of the class action
suit means the courts may have to answer
this question before science does.

Employers concerned about liability
for exposure to radiofrequency energy can
recommend that their employees limit cell
phone use and take the following precautions
when using a cell phone:

Use a hands-free headset.

Use a phone that places the antenna
as far away from you as possible.
Extend the antenna during use.
Limit calls inside buildings.

Use the phone in open spaces

SRS

as often as possible.
¢/ Limit use by children.
Source: www.howstuffworks.com
For more information on reducing this
and other safety-related exposures, please call
Jim Sheridan, senior vice president and man-
ager of risk management services with The

Addis Group. @
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