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Kapnick Corporate

A Look Back at 2009

As we reflect back on 2009, it was a year that brought about many
new challenges. The lagging economy hit our business, including o
the result of downsizing of our clients and residents leaving Michigan. We had to adjust to this dynamic by becoming a
leaner organization. In addition, we welcomed Ufer & Co. into the Kapnick Insurance Group family. This has given us a
tremendous foothold into the greater Ann Arbor area and will prove to be a catalyst for dramatic future success. Through all
of these challenges, we were still able to grow in 2009 ... a statement that most companies in Michigan cannot acknowledge!
So why were we successful in 20097 The answer is easy. We are blessed to be surrounded by wonderful people who
truly understand the meaning of stewardship. Regardless of the difficulties, our people find a way to continually please our
clients, creating an incredibly loyal customer base that advocates to others to do business with us. Renowned business
author, Harvey Mackay, once said “What we have done for ourselves alone dies with us. What we have done for others lasts
forever.” That quotation reminds me of why we are in business ... to serve our clients. In fact, it is one of our Core Values:
Our passion is Stewardship. Exceptional service is our standard... for external and internal clients. It starts with
a basic premise - we do what we say, when we say it - no excuses. Each one of us takes personal responsibility
for solving our clients’ problems. We work harder and smarter to find the best solutions for our clients.

To-owr greatest asset; Yow ... Thank Yow -
j@m O Koyt /Af,é (W3
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COBRA Premium
Subsidy -

On Jan. 14, 2010, the Department of Labor's Employee
Benefits Security Administration (EBSA) added to its COBRA
web site updated model notices for the extension provisions
of the federal COBRA subsidy.

Eligible individuals pay only 35 percent of their COBRA
premiums under the subsidy program, with the remaining 65
percent reimbursed to the coverage provider (generally the
former employer) through a tax credit. To qualify, individuals
must experience a COBRA qualifying event such as the
involuntary termination of a covered employee's employment.

On Dec. 19, 2009, President Barack Obama signed into
law an extension of the original COBRA subsidy enacted in
February 2009. Under the extension, individuals are eligible
for the subsidy if the involuntary termination occurred during
the period that began Sept. 1, 2008 and ends on Feb. 28,
2010 (the loss of coverage does not have to occur by that
date). Also, the length of the premium assistance period that
began on or after Feb. 17, 2009, was extended from nine
months to 15 months.

To show these changes, EBSA updated its model notices to
help plans and individuals comply with these requirements.
Each model notice is designed for a particular group of
qualified beneficiaries and contains information to help
satisfy the notice provisions, including those added by the
COBRA subsidy extension. These include:

Updated General Notice. Plans subject to the federal
COBRA provisions must provide the updated General Notice
to all qualified beneficiaries (not just covered employees) who
experienced a qualifying event at any time from Sept 1, 2008
through Feb. 28, 2010, regardless of the type of qualifying
event, and who have not yet been provided an election notice.
This model notice includes updated information on the premium
reduction as well as information required in a COBRA election
notice. Individuals who terminated employment in December
2009 but who were not eligible for COBRA coverage until
January 2010 were likely not provided proper notice.

Adrian ¢ Southfield ¢ Ann Arbor

Legislative Update -

Download COBRA doc - http://www.kapnick.com/documents/CobraExt2.doc

These individuals should get the updated General Notice and
a full 60 days from the date the updated notice is provided to
make a COBRA election.

Premium Assistance Extension Notice. Plan administrators
must provide notice to certain individuals who have already
been provided a COBRA election notice that did not include
information regarding the extension period for the subsidy.
This model Premium Assistance Extension Notice includes
information about the changes made to the premium reduction
provisions. Below are the affected individuals and the related
timing requirements:

- Individuals who were “assistance eligible individuals” as of Oct.
31, 2009 (unless they are in a transition period), and individuals
who experienced a termination of employment on or after Oct.
31, 2009 and lost health coverage (unless they were already
provided a timely, updated General Notice) must be provided
notice of the changes made to the premium reduction provisions.

- Individuals who are in a “transition period” must be provided this
notice within 60 days of the first day of the transition period. An
individual’s “transition period” begins immediately after the end
of the maximum number of months (generally nine) of premium
reduction available under the subsidy prior to its extension. An
individual is in a transition period only if the premium reduction
provisions would continue to apply because of the extension
from nine to 15 months and they otherwise remain eligible for
the premium reduction. According to the EBSA web site, to some
extent the groups listed above overlap—creating a situation
where an individual may be entitled to multiple notices. Providing
the Premium Assistance Extension Notice by the earliest date
required will satisfy the notice requirements.

Updated Alternative Notice. Insurance issuers that provide
group health insurance coverage must send the updated
Alternative Notice to persons who became eligible for continuation
coverage under a state law. Continuation coverage requirements
vary among states, and issuers should modify this model notice
as necessary to conform it to the applicable state law. Issuers
may also find the model Premium Assistance Extension Notice
or the updated model General Notice appropriate for use in
certain situations.

For more information on COBRA contact Katie Clark,
COBRA Administrator - katie.clark@kapnick.com.
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Health Industry 2010

Health Care Reform — What if it passes?

Aftermath of Health Care Reform - Employers will be busy
absorbing the changes in 2010 if any part of health reform
passes. They will need to manage new mandates, changing
tax implications and the potential cost shift from Medicaid
and State Children’s Health Insurance Program (SCHIP)
expansion.

Cost Management During
the Economic Downturn

Managing through the Recession - Flat is the new growth
for industries outside of health care. Businesses have less
money to spend on everything, including medical care and
treatments. The recession crushed prices throughout the
economy — with the exception of health care. Historically,
the health industry has been much less closely aligned with
the business cycle and the impact tends to show up with a
lag of a year or more. That could mean increased pricing
pressure in 2010.

Cost reductions efforts are under way in the following areas:

e Devices and pharmaceutical companies — the
Physicians Payments and Sunshine Act would require
device and pharmaceutical companies to disclose
consulting fees paid to physicians, health insurers,
pharmacists and others.

e Employer dependent audits — employers are hiring
experts to check whether their employees’ dependents
should be insured under their benefit plans.

High Tech Solutions to Advance
Consumer Health Education

Telecom Companies will integrate into Health Delivery.
Current health care players need to understand how
consumers use new media and social networks for education
on health treatments and resources. New health care
players will continue to change the structure of the industry,
the basis for competition, and the way health services
are delivered.
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Battling the Flu

H1N1 Policies and Regulation - Instead of waiting for
regulatory directives, employers need to establish early and
consistent channels of communications that include clearly
defined sick leave policies. Many employers have already
scheduled onsite flu clinics and education for employees.
What does this mean?

e Organizations need
strategic approaches to educating employees on flu

prevention, care and containment.

to develop comprehensive,

e Businesses need to engage in proactive business
continuity planning that includes putting the proper
communications in place, understanding the impact of
workforce fluctuations and proper budgeting.

For more information contact John Watson, Group Marketing
Manager - john.watson@kapnick.com.

Need help formulating an
H1N1 small business plan?
This document, available on
our website, includes how to
write your plan, and keeping
employees healthy: 10 tips
for businesses. For your
free copy log on to www.
kapnick.com, click on
Archived Articles under
Who We Are, then
“H1N1 Business Plan”
under Health Management.
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Health and Wellness

A new year is about new beginnings. In addition to taking a
personal health inventory, now also is a good time to pump
up your workplace wellness program. Whether your program
lost steam or never got off the ground, you can plan for a
jump-start in the new year with a few basic steps.

Step 1: Start by asking yourself or your senior management
team why the wellness program stalled or hasn’t started.
What is at the root of the problem? Is it not knowing where to
start, a lack of senior support, too little money or not enough
time? Or all of the above? Take a hard look. Too many times,
it is far easier to simply not deal with the issue.

Tackle each obstacle separately, but don’t try to do it alone.
Contact Kapnick Insurance Group for assistance with your
wellness program. Our Health Management Services might
be just what you're looking for.

Consider online wellness support groups and other online
resources for various information, such as the American
Heart Association, American Cancer Society, WELCOA or
Mypyramid.gov.

Step 2: Create a plan from the best ideas and start with
what you know. Gather information such as:

e Employee demographics

Employee needs and interests survey results

Wellness offerings from carriers

EAP benefits

Claims data

The data can provide insight into employees’ interests,
habits and possible topics for education.

Establish a calendar of events to serve as the framework
throughout the year. A good place to start is by incorporating
the monthly National Health Observation calendar. You
can download a copy at healthfinder.gov. Events such as
October’s Breast Cancer Awareness and November’s
Great American Smoke Out provide an opportunity to offer
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‘ Health Management

information or events on that particular topic. That attention
helps reinforce your worksite activities on wellness.

Step 3: Starting and sustaining a wellness program is like
running a marathon. The race begins with the first step, so
start small. If it's a new wellness campaign, newsletters,
brochures and “lunch and learns” on specific health topics
are inexpensive, manageable first steps.

Marathon runners often experience problems along the way.
Make sure your company is in it for the entire race. If the
wellness program stalled along the way, determine why and
find a remedy. For example, if committee meetings don’t
produce results, try recruiting some new members. Take
care of the small stumbles so the race can be finished.

Whatever steps you take, measure your results. Know the topics
discussed throughout the year, the frequency of communication,
and/or the number of attendees at an event. Use the results to
adjust strategies to keep employees interested in the program.
If you don’t measure it, you can’t manage it.

Measuring results alone, however, may not provide the whole
picture. A successful program encourages feedback. For
example, surveys can help determine why “lunch and learns”
do not have better attendance. Are employees unwilling to
sacrifice their lunch, or are the topics of no interest? Are
there other topics more interesting to employees? Feedback
and results help build a strong base for future planning for a
more robust and comprehensive wellness program.

Step 4: Realize that it does not matter how small the step,
doing something is better than doing nothing. There may be
false starts or stumbles along the way, but you can’t finish
what you don'’t start. Make 2010 the year you pump up your
worksite wellness program.

For more information on health and wellness initiatives
contact Sarah Szul, Health Management Coordinator
- sarah.szul@kapnick.com.
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Certificate of Insurance
Management:

In today’s economy good business practices are the glue
to economic stability. Understanding your risk exposure is
essential to formulating policies and procedures to protect
your bottom line. One common oversight of risk management
programs in today’s business is managing exposure of
vendor/contractor relationships. Requesting certificates of
insurance from all vendors and contractors with whom you
do business can significantly reduce your risk.

One of the best methods for controlling this risk is to request
a current certificate of insurance from the service provider
prior to their performing work. A certificate of insurance
is evidence that there is a policy in place. Certificates
of insurance should be requested from all vendors and
companies providing services to your business such as
electricians, suppliers, snow removal and independent
contractors.

A current certificate of insurance should be requested and
should include the following minimum information, on a
standardized Accord form:

e Name, address and contact information of the issuing
insurance agency

e Name of the insurance company(s)
e Correct Named Insured and address

e Proper coverage including policy number, effective/
expiration dates, and limits

» If the vendor is used for transportation or other
vehicle related services, then the certificate
should also include Vehicle Liability coverage.

e Description of the job/location/vehicles, etc.

e Correct Certificate Holder/Additional
organization’s name)

Insured (your

e The cancellation portion of the certificate must state
that 30 days written notice is required

e Authorized signature and date

Kapnick Insurance Group’s Risk Services Division is
uniquely qualified to assist you in implementing and
developing a certificate of insurance management program.
Our COI Track program, available on the web based
Kapnick Risk Services Center, is just one of the benefits
available to you as a Kapnick Insurance Group client.

For more information contact Amy DeKeyser, Risk Services
Coordinator - amy.dekeyser@kapnick.com.

KArICK QR ...
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You can learn more about Kapnick Risk Services

Center COIl Track by viewing a brief video. Log on to
www.kapnick.com, click on the “Kapnick eTools” button,
then on Kapnick Risk Services Center. Select “COIl
Track” from the list of videos at the bottom of the window.
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State vs. Federal
Insurance Regulation:

File this under the heading of facts most people don’t know,
or don’t think about much.

Almost the entire financial system of this country suffered
a meltdown recently, from which it is still recovering. The
federal government, who regulates most of the various
aspects of the financial services industry, rushed in with
rescues and bailouts that are still much in the news.

There is one corner of the financial services industry
that has not been in the headlines; that's the insurance
industry. It may be no small coincidence that insurance is
also the only major part of the financial services industry
that is regulated by the states, not by the feds. Each state
maintains its own insurance department to oversee and
regulate insurance companies domiciled within its borders.

AIG continues toreceive publicity, butit’'s worth remembering
that the parts of AlG that failed and had to be bailed out were
not the state regulated insurance companies. Insulated
from the problems at the parent company by the need to
answer to authorities in their states of domicile, the various
state regulated AIG insurance companies continued with
business as usual throughout the uproar. They have
been affected by the problems at AIG corporate, but the
largest effect has been reputational, not financial; the once
proud name of AIG may now be mud, but to this day the
AlG insurance companies have maintained their financial
strength rating from A.M. Best at “Excellent”.

There are proposals outstanding as part of the current
debate over financial services industry regulatory reform
for the federal government to assume responsibility for
oversight of the insurance industry. If you believe that the
feds have done such a wonderful job regulating financial
services in the past, or if you think that, lesson learned,
they’ll do so much better in the future, then you might
support federal regulation of insurance.

Adrian ¢ Southfield ¢ Ann Arbor

‘ Property & Casualty Industry News

The states disagree. States believe they have a right to be
proud of their performance over the past two years (and
many decades) of insurance company regulation, and that
recent history validates the effectiveness and success of their
efforts. There have been no major failures of state regulated
insurance companies attributable to, or contributing to, the
nation’s financial crisis, and no bailouts were needed.

Like so much else these days this is a continuing saga;
stay tuned for developments. Insurance buyers have
enjoyed decades of stability and certainty in dealing with
responsible, well regulated insurance companies, and
have watched the development of many new entrants to
the insurance industry bringing new ideas and competition.
Based on the facts, it's hard to see how federal regulation
of insurance can offer any significant improvement over
what might be achieved within the current system.

To access and read additional articles
focusing on P&C topics including:
* The New ADA
* Need for Higher Uninsured Mototists Limits
* Doubts About Mandatory Health Insurance
* MSAs Are Increasing WC Costs
visit www.kapnick.com and click on
Property & Casualty News
under What’s New

For more information on P&C issues, contact Phil Morley,
Senior Vice President - phil.morley@kapnick.com.
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IRS Indexed Limits for 2010

The Federal Government has announced annual cost-of-living adjustments of Cost-of-Living Adjustments to
dollar limits affecting retirement and certain other plans. These are provided for el ENEE L R [ETR AT

informational purposes and are not intended as legal advice. Taxable Wage Base
— - — — Social Security $106,800
Cost-of-Living Adjustments to Contribution Dollar Limits Medicare Unlimited
Defined Benefit - Annual Benefit Limit $195,000 Qualified Plan - Maximum Compensation | $245,000
Defined Contribution - Annual Additions Limit $ 49,000 Highly Compensated Threshold $110,000
401(k), 403(b) and 457 Employee Deferral Limit $ 16,500 Key Employee Officer $160,000
Catch-up Contirbution $ 5500 Health Savings Account (HSA) 2010
Simple 401(k), Simple IRA - Deferral Limit $ 11,500 Maximum Annual Contribution Limits-
Catch-up Contribution $ 2,500 Single $ 3,050
Family $ 6,150

For more information on financial strategies contact Barb Clark, Financial Strategies Manager -
barb.clark@kapnick.com or 888.263.4656 x1880

E-mail rene.carpenter@kapnick.com to be featured in the Client Corner

Wan r
R you - great free PR for your company!

company in
the Client -
ient Corner

Populist Cleaning Company

Populist Cleaning Co. is an independently owned Mike Eller, President
janitorial service provider located in Ypsilanti, 734.482.1800 office

Michigan The owners have a combined total of mike@populistcleaning.com
more than 50 years experience in the janitorial/

building maintenance industry.

Populist began operations in 1980, and currently
services facilities in the Ann Arbor area which
include: banks and credit unions, large and small
office buildings, light industrial shops, municipal
buildings, medical offices and facilities, and bio/
medical research facilities.

(=3

“Our Kapnick client executive was able to put together
a series of comprehensive packages for us, providing
better coverage at very competitive rates. Since we

WWW. popu | istcle an i ng .com have been with them, their communication and response
time is superb. We make a request and they are “on it’,
every time. We recommend them to anyone who might
be reviewing their insurance options.” — Mike Eller
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