
Safeguard employment pract ices
in order to protect your church

WoLrld your church's irrsurancc pol icy provide covcrage i f  the
church, the pastor, the board of directors, or thc busrrress l l tanager
wits sued by att cutpkryee or f i rrnter entployee who clairned hc or
shc was sexuallv harassecl, n,rongful ly terrninatcd or subjcctecl
to racial or scxual cl isr:r irnination? l)robablv not, unless Vou have

employmcnt practices l iabi l i ty insurance ( lrPLI).
' l 'hc 

neecl fbr l l l ) t . l  has never been grcatcr as ernpkryees and
Ibrntcr e mplol,ees l l lc ntore contplaints aud lawsuits al legi lg thcy
wcrc wrongeil  on thc job. And state agencies ancl thc federal gov-

ernnrcnt have gotten into the act too. ' l ' l ie l I .S. Irqual l intplovntent

Opportunity (,ornmission has col lected bi l l ions of ckrl lar.s frorn

employcrs for-rnci to discrint inate against their cntployecs.

Not long ago, churches ran l i t t le r isk of such complaints

because thcir cnrployees fcl t  loval to an organization doing ( iod's

rvork. Sorne employees st i l l  feel that lvay, but not al l .  I t 's bccn esti-
nratcd that l9 percent ol al l  lawsuits l i lecl against churches rcsult
frorn employmcnt disputes. I t  can take tcns of thousands of dol lars

or rnore in legal f'ees to gct to that point, an outlay f'ew churches

coulcl afford.

Laws for employee protection
'l'he 

need for I.IPLI grew fronr the passage of several lar,vs
geared to protecting ernployees from alleged rvrongful acts col.n-
rr i t ted by employers. l 'he leading legislat ion rvas Tit le VII of Thc

Civi l  Rights Act of 
, l964, 

which bars discrimination because of race,

color, national origin, sex or rel igion, later arnended to include
pregnancies.

Other laws that may generate employee clairns include Thc

Equal Pay Act of 1963, Agc Discrimination in Employment Act of
1967, ' l 'he 

Americans n i th Disabi l i t ies Act of I  990 and various laws
protecting "whist lcblowers." Al l  these signi l icantly expand the
number of plaintiffs who can sue and the remedies available to
them. I- inrployers of al l  sizes and types are vulnerable.

ln response, insurers developed EPLI, which covers claims
ir.rcluding:

. Wrongful termination

. Sexual harassment

. Discrimination

. Retaliation

. Failure to employ or promote
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.  l )eprivation of i i  career opportunitv

. Negligcnt evaluatiun

. I)ctanration

. Wron gfir l  inl l ict ion ol '  crnotional cl ist less

F.PLI also covers vour costs slcr lming fronr proccccl ings (civi l ,

arbit lat ion, r 'egulatorv and adnritr istrat ive), sctt lerncnr agreentenrs
and tr i i i ls,  including dcfbnse costs ancl judgntents. I t  cover.s charg-
es brought bV or un behalf ol 'past, pfcscnt or prospectivc cnrploy-
ees (rvho can clairn t lrcy rveren't  hirecl bccause ol 'cl iscrirnination).
( ioveragc can be cxtcnded to third part lr  6l i1i111s of discrint ination

cl l  haLassmcrrt bv entployees rvhi le thev are leprcsenting the
insured companv.

Higher retentions

I)epending on circuntstanccs, you rnay be enc0uragcd
to accept hjghcr retentions (cleductiblcs) than in the past. For
iust irncc, while iusurance pol icies harre tradit ional lv had onlv one
rctcntion, somc carr iers lrave begun intposing higher rctentions
firr class-actir .rn suits than fbr single part\r suits. Contpanies i i re
also using scparate rctcntions for ntass-action suits, which rcpre-
sent a smaller group than in a class actior-r,  but are l i led bv rnore
than one ernployee.

Thcre are sevcral intportant considerations to keep in mind in
orcler to get the most out of vour EPl.t  clol lar.

Buy catastrophic coverage. Most churches should look
tolvard EPLI for catastrophic coverage. First dollar coverage is no
longer avai lablc. Any money saved with a larger self- insured reten-

t ion can go toward buying higher l imits. Consider a 910,000 tcr

$50,000 retention and $2 mil l ion to $5 mil l ion of covcrage.

Remember to insure for punitive damages where permitted

by law. Punitive dantages, r,r,hich can be enormous, are uninsur-
able in 26 states. I)omestic carr iers include "ntost lavorable r,enue"
language in their pol icies. Horvever, i fa case is brought against an
insured in a jurisdict ion where punit ive damages are uninsurable,
there is no guarantee that they can move to a more favorable venue
where punit ive damages are insurable.

Offshore policies option
OfTshore carriers are not subject to U.S. larv and offer full
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offshore carriers may not be as easy as accessing domestic car-

riers since -vou have to select a domestic broker ntho knows hou'

to access international markets, \\t-ren offshore cartiers provide

coverage that is uninsurable in the United States, the lar'v does not

permit them to conduct business in the United States. Punit ive

damages wrap-around policies typicall-v add l5 to 30 percent to

your base premium.

Seek key coverage extensions' lPl.l can even provide cover-

age for suits filed b-v non-emplovees ivho claim sexual harassment

or discrimination based upon age, gender, race colr lr ,  national

origin, rel igion, sexltal orientat icl l l  or prcterencc, or pregl lanc-v.

Adding a third-part-v l iabi l i t -v enclorsement is a good iclca t i ' rr  most

churchcs. Domestic carr iers rvi l l  gcrlelal ly chargc up to 25 pcrcent

of thc basc IJPl, l  pt 'erniunt to at ld this coveragc, rvhi le of lshore
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Favorable policy language

Your broker r lay be ablc to negotiatc nlore lavorable l lol icv

langltagc. Yort cati  reqtlcst key coveragc extcttsiotrs, nthicl t  ntaY ttot

cost attythit tg extra. lror cxanlplc, a l i l lcral izat iol l  cl i l t tst '  says lhl l t

i l ' the durirtg pol icl ,  year the etttplrt l ' t t te t l t  l l tact ict:s l l l r l r l  cl iangcs

and cuver:rges arc [rrrtat lcttet l ,  Vttt t  cal l  opt to t lse thc new rvorcl i t lg

o1' thc anrcrtclecl pol ict ' .

Adcl i t ional ly, i l  rat ing-chal lgc endttrsenlctt t  lets vott cancel

yorrr pol icy px) rata rvithotrt  a sltort-ratc cancel lat ir t t l  Icle i l  the

carrier's financiai rating declines. This endorsement can be heipful

in protecting the buyer against changes in the insurer's solvencY.

This endorsement has become more important in l ight of the

deteriorating financial health of a number of insurers.

Look for a package deal. Sometimes vou have to bu.v a

separate EPLI polic-v. [{or,r,ever, sometimes EPLI can be bundled

into another pol icy, such as a directors'  and off icers'  l iabi l i t l '

pol icy. This can be more cost-effect ive.

Use loss control.  No matter rvhat kind of EPt. l  coverage Vou're

bu.ving, -vou' l l  be in a much better posit ion i f  1'ou have a proac-

t ive loss control program in place and conlmunicate your pol i-

cies to your emplovees. Scnsit ivi tv training, legal audits, divcrsitv

counselors and access to lalvyers n'ho are expert i t l  hattdl i t lg

ernployee tcrminatiol ls can al l  hclp reducc --vour r isk.

Lle surc that yott havc rvri t tcn proccclt tres on hir ing, pronroti t lg

and f ir ing. l f  \ ,e11 .nn shor,v that yot ' tr  chttt 'ch "rvettt  bY thc book," i t

ma"v prevcnt a cotnplait t t  front ever rcaclt ing the cottrt  or a st i l tc of

t 'eclcral equal-opportunitv comtnissiott .  And i l '  t l ic crtt l l l l laint ckrcs

advaucc to thc next lcvel,  votr ' l l  have a l le t tcf de I 'cnse.
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