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My name is Janice Ochenkowski; I am the President of
RIMS this year and am delighted to be with you today. I
would like to begin by thanking all of you for your gracious
hospitality in welcoming me to your country. This is my
first visit to Japan, and I am enjoying it very much; while
it may be my first trip, I can certainly say that I hope it
will not be my last one.

In addition to my work with RIMS, I do have a second full
time job. It is as Managing Director at Jones Lang
LaSalle, which is a commercial real estate and financial
services company that is headquartered in Chicago,
Ilinois. My topic today is Key Risk Related Issues Facing
Corporations in 2008, and I will speak to you not as an
expert or authority on the subject, but from my view as
Director of Global Risk Management at my company.
Before I begin to discuss the risks facing us this year, I
would like to provide a little background information
about Jones Lang LaSalle. Please forgive me if this
sounds like a commercial for my company, but I am very
proud to have been an employee since 1980.

Jones Lang LaSalle was formed in 1999 by the merger of
Jones Lang Wootton, an English partnership formed in
1783 and LaSalle Partners, a US corporation founded in
1968.

operations in more than 450 cities in 50 countries and

We now have more than 160 offices worldwide,

approximately 30,300 employees. For example, in Japan,
we have corporate offices in Hokkaido, Kobe, Osaka-
Kansai, and Tokyo. Our business is real estate. We
provide comprehensive integrated real estate and

investment management expertise on a local, regional,
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and global level to owner, occupier, and investor clients.
We are an industry leader in property and corporate
facility management services, with a portfolio of about 1.3
billion square feet worldwide. In 2007, we had revenue of
over $2.65 billion, up from $2 billion in 2006.

We are fortunate to have been recognized for our growth
and for our corporate accomplishments. We have been
named to FORTUNE's 1000 list, Forbes Platinum 400 list
in 2006 and 2007, and the United States Environmental
Protection Agency's 2007 Energy Star Partner of the Year.
Although we are proud of our growth, and we are now
quite large, the quality of our work is more important to
us than simply being the largest. Our goal is not to be the
biggest, but to be the best.

As a company, we provide a full range of real estate
services, including traditional leasing, acquisition and
disposition, capital markets, construction, outsourcing,
property and facilities management, real estate
investment and merchant banking, strategic consulting,
and valuations.

Our stated mission is to deliver exceptional strategic, fully
integrated services and solutions for real estate owners,
occupiers, and investors worldwide. We service clients
with four broad sets of services:

" Money Management

" Local Market Services

" Capital Markets and Real Estate Investment Banking

" Occupier Services

We believe that we offer our clients a real difference in
real estate and money management services. Our
commitment to quality, ethics, and service is exhibited by
our field offices every day, whether building a new
building, renovating an office space, managing a property,
overseeing the purchase of a hotel, preparing a report on
the real estate acquisition strategy for a multi-national
conglomerate, or meeting with potential investors of one of
our new funds.

Our revenue is diversified by type of service, i.e., leasing,
money management, property management, valuations,
etc., and by geography. Our businesses operate in three

Asia Pacific, EMEA, and Americas. This

diversification means that we are not overly dependent on

regions:
one type of service or on one geographic area. Because
real estate is a cyclical business, it is our view that when a
particular type of service is weak in one geographic area,
that it may be strong in another part of the world; and

similarly that our business lines also vary by cycle. For
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example, when new construction projects are on hold, we
may have more tenant remodeling jobs; when the general
economy is down, we may have clients sub-leasing their
own space, or looking to sub-let from someone else, rather
than entering into long term leases directly. Using this
natural spread of risk, we believe that our company is
better able to withstand economic downturns.

Risk management for these activities is done through my
department, where I have seven professionals working on
contracts, insurance renewals, and consulting projects, but
only one employee managing claims! This was my little
commercial for the quality and success of our risk
management activities. Our contract work consists of
reviewing the insurance provisions, waiver of subrogation,
and damage and destruction clauses of a contract and
working with our lawyers on the indemnity provisions,
guarantees. We work directly with the client's risk
manager, lawyer, or broker, depending on how the contract
is negotiated. This is a very important part of our job,
because if we do not assume a risk, will not cause a loss.
As part of my job, I am on my company's Global Operating
Committee, which is a team that identifies risk strategies
for our company as well as the processes to mitigate those
risks. When we identify a problem, we determine what to
work toward as a solution, but leave the implementation
details to each country. In that way we are able to have a
consistent view of risk, with strategies that work in a local
market. A solution that fits well into the culture of a
location will be better received by our employees, and
therefore, is more likely to be implemented. I apply that
As a

company, we face a wide range of risks in almost every

concept to our risk management strategies also.

part of the world. We have to have a plan that will be
consistent in the type and limit of risk to avoid, but
tailored to the specific issues and practices in various
parts of the world. This approach might not work in every
company, but we believe that it works for us.

But I'm here today, to do more than tell you about my
employer, I am here to talk about risks facing global
organizations. I have put together a list of the most
important issues facing risk managers in 2008. Please
understand, other risk managers may identify different
issues as more important; this list is my own view. With
that as background, in my opinion, the most important
risk issues of 2008 are:

" Disaster recovery preparedness - this includes review of

disaster recovery plans, business continuity plans, and

ARM-J Annual Conference in 2008

ITHHHOBER OFEN DR VREHIZ S OTF v R D
V74— LOWCHRET, BRFRRR K IR0,
EMOU =2 EHESLY, BOTHE08 0D A~N—
AmH TV —=RZH L=, BIOERENSLDTT Y —
AERELIZD LET, ZoLkHIREAICEE Y 2
I BEFMRATLZ IR, mRO FRRmICx
HEPA NSOV ET,
INEDIFENZDONWTDOY AT « w3V AL MIROD
FEPICHY L CWET, THDOEFANT, 2K, R
DOFEF, AP T 4T - TaPxs MIEFELT
WET, 7 L= AEIZIE A ORTY, THTbM
OV R « =X VA "RODIZI EL DD TND
OB CERIZR D ET0, FHRIBMROER & TR
BRIOFIE, 7 x— "= | HESCEHEORE
L. BEESSCHEICO VW TORHELE DITLAE DY
LT,

RO L > T, EHEBEDO I AT « v 2=V ¥
—., L, Ta—h Rl rRETH LI E
T MAEAR Y 27 2R LT IUEER L Rnb T
Thh, ZOESITETCHLERERLOTY,
EBOHEICLY . BIEAEO 7 m— S LisEE S
D—EB Lo TVWET, ZOEESTYHED) R Uik
W72 BN Y A7 ORI OFIEERE L LT, BERS
R o oG A TR0 F bk 2 gt U, A OFEM
FEEIC—TELET,
IOLHITLTYRZIZHTHRFER—THL LD
12, BHILCEIEOH DMK E L > THHWET,
FEE O SALRCHIR T 5 F <HERE T D313 Z &3 LB
ZHANLNRTCFEMD 5 EATI D TT, 2D
FETbhbnDU 27 « v 3x A2 RIS IR
ENTWET, MAETEIEN Y 2 7 (IR Tl S R
TWET, EDOXI7RY AT BRET HRENDITHONT
AT 2D L RIFFICA EOR R e FHEPCIEE 2 h b
HIFHHAMETT, ZOXIRT I r—FFL2TO
BRIGEATEX2LOTIEH D THEAN, BHETIED
FELSHEEEL TVET,

ST, KROF LY rOTF—< T4t TIER<
7 a =L RO EE D Y A7 T, 20084F(Z Y
AT =Ty —REET HThA )Rk b B
U A MILTRE L, 7272, fRELo ) 2
IDFV AR « = 3=V —TLIEVWET, 2T
WNT 20RO T, ST, 2D X5 72A1#ET
2008 & HE /R T — < 1%

7 KB IAORE - S AU EE IR O RE L,
kG (BCP) | BARfDaI =S —t g E




crisis communication plans

" Global economic conditions - the impact on economic
downturn on local properties

" Enterprise risk management initiatives and higher
profiles for risk managers

" "Green" initiatives relative to energy and sustainability

" Increased regulation of insurance as well as legislative
issues

" Insurance broker compensation and service issues: what
do they do, how much should we pay them, how should we
pay them

" Insurance policy issuance: contract certainty, global

policies

Although it is possible to have a separate speech to discuss
each issue, due to time constraints, I will only touch on
highlights for each area.

One of the important issues facing corporations is loss
from catastrophic risks. I will spend the most time talking
about this risk , because I think that it is one very
concrete thing you can back to your own organizations
after today's talk, and it can have the most dramatic
impact on your organization. Catastrophic risks come in
many shapes and sizes; the most common thing about
them is their unpredictability. Because we do not know
exactly what it will be, when it will be or how large an
impact it will have, trying to manage this type of risk is
very difficult.

Typical catastrophic risks include fires, earthquakes,
tsunamis, pandemics, terrorist attacks, typhoons, andlc
well, just about anything else. One might ask, how can a
company really prepare for all these various types of
catastrophes, and, even if you do have plans for each, how
will the operations people remember what to do in each
event.

If there is a catastrophic event that has a dramatic impact
on your organization, what it is, is not as important as
how you respond. Having a plan is critical, and, in fact,
you probably need only one plan for any catastrophe that
could occur. Your plan should include:

" emergency response

" communication

" disaster recovery

" business continuity planning

It is very important to think about these areas before
anything occurs. It is best if one person is given

responsibility for managing the creation and testing of the

ARM-J Annual Conference in 2008

EAGENET,
" EFHRE ORI : BN A EORBEC 52 %
22

T ERME Y AT - v 32— —OHIN O Lk

Py = B A=V T FTBLEOE AR —
LY RTAFTEY T 4

7RI R % U BRI & b

" RRT B —OFHR L — R T a0
SR, RO, S DN

" RBREESS OFAT « TKIOREFENE, 7 v — LB

FENENDT —<ILOE DT T2 ) ORERID
HHOTTMN, OB G &H 5D THERA L Mo
WCESRTRBHELET,

AHEMNER T 5 BEFLEO 3R Y 2271285
R TT, AU OW TR 72 %2 T 7o & R
WET, RS, ZOT7T 3BTRS ZH SO
MRICE DR > THREIWE T 5 BRI R T A 57 0 —
OT, MR LB A 7 b ELTEL LR D0
5TT, HEEMY A7 TWANARIEN, B TR
DEFTN, HBELTWZDLDIETMATERNENS
RTT, BRI ED LS e U A7 Vamnd, Vo
& D0, POREORENDDDEHFETERND
TZOFED Y A7 ZET 5 DIFREH L VWO T,

BARBOITITRSE, HOmR, HEE, ORI, 7 o K,
BE. ZOMTT, ZH7ET SRR REITS T %R
PRETEDOm, FERETES THLHRBOLALD
WENENDORKFIIHT OIEEHAENLDN, L
Bomb LEEA,

LvL., HART-OMBRIC & - TERM e Hsk g &
T, RS Mady I, TE5F_&Eh) »
FHEARDTY, FHERF>TNWDH I ENEET, 5
ED XD 7R Y A7 2 b3 T S E A —o7
TFF> TOIUETRS TT, ZOFHEICLE DI

7 fERET T D WIS

Y ala=fr—var

7SRRI

kR
ZNEDOEEBHI OV THANIHER L Tk 2 & T,
—FHELODIE— AD NZFHHOHEEZ/ER L TH B,
TANETHDTT, < DANBIEROEE RE




plan. Many people will be needed to review specific
sections and to participate in the various planning stages,
but a central coordinator will ensure that all areas are
addressed, that the plan is consistent, and that it is
properly communicated and updated.

The first part of the plan is what happens while the event
is occurring. If the event is an act of god, for example, an
earthquake, tsunami, etc., the plan must focus on how to
protect the lives of your employees and the physical
property of your company, as best as you can. Before the
event, this might include, installing alarm systems,
issuing employees masks or flashlights, having water
supplies on site, or bolting down desks, file cabinets, and
equipment. These steps are done before any event occurs,
and in order to complete this first stage, you must think
about what kind of event could occur; and for that event,
what would be most helpful to protect employees and
corporate assets.

If, on the other hand, the event is something like a
pandemic, the response will be different. The focus will be
on employees, as well as customers and suppliers. A
pandemic is a longer term event, with the impact to the
company for a much longer period of time. When thinking
about this type of event, determining how employees will
be treated, who will make decisions about employee travel
(whether they must fly to a region, or whether they may
not fly to a region); employee compensation, will
employees be paid if they are afraid to enter the
workplace, but not actually sick? If an employee's family
Who will decide? What will

happen if the employee comes to work when told not to - or

is ill, are they to work?

- will not come to work for fear of the disease?
Additionally, safeguards for sanitizing the workplace and
concerns about shared equipment must be addressed.

Good pre-planning will require that you think about the
type of catastrophes that are most likely in a particular
location, and do what you can to minimize the impact. If
you have operations in different areas, the risks may be
different, and you may have different pre-loss activities for
each area.

Once this part of the plan is in place, it is important to
consider communication. If an event occurs during
business hours, the employees who manage to escape are
going to wonder about their colleagues, and want to know
about the scope of the damage and injury, whether to
return to work the next day, etc. The families of your

employees will be concerned about those who have not
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returned home, and will want information from you.
Managers from other locations, your officers, and the
Board of Directors will also want information, as will
police and local authorities. Your customers and friends
will call. Finally, the media will contact you for details
and information. All this contact will occur while you are
trying to understand what happened and get answers to
these questions. If you have a plan, you can identify the
people who can speak on behalf of your company. There
should only be one person speaking on your behalf, but
due to possible circumstances, you should have a ranked
list of possible communicators. Only this person is
authorized to speak to the press and to authorities; this
person also provides internal identified staff with the
information they each need to handle their portion of the
communication plan.

If the crisis occurs after normal business hours, you must
think about who will be the first to know and how
communication should flow through your organization. It
may be a security guard or night watchman who has first
knowledge of a fire or other event; it is most important
that your senior management does not learn about a
catastrophe from a television bulletin or a phone call from
the media.

Our company has a formal communication system for
catastrophes. When an event occurs, a pre-established
call in number is activated that broadcasts information to
callers. Calls to this number will receive broadcast
information that will include a few facts about what we
know, phone contacts for individuals with specific types of
information, and details on when further communication
and information will be available. We try to have much of
the communication work done by managers who are not at
the affected site, or directly involved in the emergency
response. They have the time to respond properly, and to
think about next steps, while those at the site, are busy
with the pressing needs of the crisis and with local
authorities. There is a defined call list for notice from the
local property through to senior management, when there
is a need.

Another part of your catastrophe plan is what happens
When the fire is

put out, the water recedes, and the police leave the scene;

after the immediacy of the event ends.

part two of your recovery begins. Once again, anticipating
what should happen is critical. There will be separate
phases of recovery, and if you can identify different senior

managers to lead each aspect before the event occurs, you

ARM-J Annual Conference in 2008

Wi, B2, e YRbERe kO TEET, b
IR DEE . KNI DERER PN £,

KBIC~Y A INFEMEFREROTEET, ZnbH
OINEDEIX, SN E L Lo &
LTV DRI TEET, FHES 2 TETOIUL,
BRT-OSTERFBL RO TE D ABT 500
9, bRTOMRBEE R NI~ NZRBETRETT
D3, AIFLE B30 B 220D TRE O N & NBAL T
Lz ARERAELTCBLELVWTLLEY, £LT,
v A3 IRY IR L CRETEEE Z o N TIZRE
FTHDOTY, TLT, ZOABRAIa=lr— 3 it
DA EN 2 e T 7o DI RIEREFF> TN
FRA X o 7 DR T HO T,

SeENGERIIMNCE E 2GS, TTHICELEL0
D, EO L ITHFMAKREN A i D R ENE 28 <
TR FHA, KEREPREETZOEREIIZHDD
FEHESCEEEND LLERA, g, %an
TLERLTAAINLDOEFICL > U LD TREIC
DNWTHD L ND Z ENRNE T RETT,

OB TIEREEOARAI 22— ar - VR
TA%WELT%@iT PP E 2 &, BaEzEh
JNCER RIS 2B AR LET, 22
u%ﬁ#ﬂi TORETHBH L TWAIER, FFED
BRI LIy L2 B - b OBEE S, RIZIEHR
DEHEINDLDONBNONEMDZENTEET, Zh
LD o=l —a VERT, BEE ST RS
HEREXIREZC> TV DU~ R — U v — 205
THHI LT LTWET, 29 THURBIg R
LAY E OEHE T LW, o A7z Bl %
L7V, ROXEE LT RENZ 2 HIEMAE L TE
T A HUIE O B MBS U CERBICHET 57
DEAHEFEZV A NBABESNTOET,

SEXFEEE DY 5 O E DD AT v S IR EN BT
L7721 %3 50, T, KENFAL, K2BFIWN
T, BENFoT%, WORAT vy 7IREEV 9, 2
ITHMNEZ L0 TRHIL TR 2 &7.“@%“6‘?’
BIHIZIFW L 2 OF BB H Y . FNENOEREC
E&#*k&é%%%?muﬁmbfk<:&#ﬁ%
RIBIZ D7) £,




will recover faster. One team might be responsible for the
property restoration. That group will focus on matters
such as getting control of the premises from the
authorities, initial clean up and debris removal, hiring
contractors, obtaining permits, etc. Another team might
be charged with working with the insurance companies,
lawyers, adjusters, and others on the loss recovery
aspects. The communication team will continue with their
responsibilities throughout the entire process. Depending
on the situation, it may be necessary to have a team to
work with employees and families, or claimants and
families. Another team should concentrate on the
business continuity plan. Contacting clients, finding
alternate materials, suppliers, locations, as well as revised
marketing plans, will be the responsibility of this team.
Technology and data recovery will also be critical,
depending on the specifics of the event, your technology
group will have a role to play, and it may be restoring files
and running off-site servers, or trying to locate new
equipment to replace that which was destroyed. One
important part of this is to remember to have duplicate
copies of all aspects of the plans, along with non-business
contact information, stored away from the office. You don't
want the plan to burn with the building.

A common question is how to know if your plan will work
when an event really happens. The best way is to test the
plan through a desktop exercise that includes senior
management. The tests can be run in a variety of ways,
but our company devotes a half day to the test during
which a consulting company runs through a planned
disaster. We have our prepared emergency plans available
for reference. The consultant varies the situations, and
creates diversions that might occur in real situations. The
consultants calls on various individuals to respond as they
might if the event was occurring. They require answers in
a very short time, add twists in what you might expect to
have happen (for example, during one of our exercises, the
CEO was said to be out of reach, no one could ask him any
questions - we immediately had to find someone else to
handle his responsibilities.) The purpose of this is to find
the problems with your plan or better ways to handle a
matter; the plan is revised after the test and re-
distributed to everyone. Your company will recover
quicker and with less long-term impact to operations if
you put time and energy into planning and preparing, and
periodically reviewing and testing the plans.

I certainly hope that no matter how much time you spend
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on your catastrophe plans, that they are never used. Next
I will speak more generally about the remaining key risk
issues for this year.

One topic that is very important at the moment is the
global economy. The weakened global economy, credit
worthiness of vendors and customers, currency
fluctuation, and insurance company and bank solvency, all
have potential financial implications for organizations.
The risks related to weakened global financial markets
can have a dramatic impact on an organization, its growth
and development plans, new product launches, and a
myriad of other issues. Do not assume that because your
operations are within one country, that you do not have
risk or exposure to global events. It is important for risk
managers to review their organization's exposure to these
risks and to ensure that there are plans and contingencies
in place to deal with them. As currency values fluctuate in
various parts of the world, it is important to review foreign
insured values and confirm that appropriate limits of
coverage are in place, especially for those types of coverage
that are purchased to comply with contracts and loans.
Finally, monitoring the stability of insurance companies is
very important; review exposures if your insurance
company's rating is downgraded by rating agencies. It is
far better to spend additional premium to cancel and
rewrite an insurance policy than to be left with an unpaid
claim or liability.

Another strategic global issue with implications for risk
management is energy and sustainability. There are
important global initiatives surrounding prudent use of
the earth's resources. This concern and the commitment
to sustainability and efficient use of resources is a prime
concern of most global corporations and governments.
Parties interested in your organization's commitment will
include clients, investors, vendors, employees, and
suppliers. It is a risk for any organization to continue to
do things the "old" way. As your organization is drafting is
public statements on this matter, you should review and
assess any risks related to your position. If your position
is controversial, will it result in demonstrations or
picketing at plants or worksites? If your organization
makes a public commitment, for example to reduce its
carbon footprint, how will that commitment be monitored?
What are the risk

implications of falling short of the commitment? Once the

Communicated? Assessed?

risks are assessed, you should consult with your insurance

brokers and underwriters to determine if they are, or can

ARM-J Annual Conference in 2008

LU, ERNZT ORI % SEEXHRFFIEIC T L9 &
bt D OFEEFETT A HENEZ RV ON—F
T9, ST, TNTIIEY OV 27 FEIZ OV TR
LET,

AHHEE THEERZ L O—D IRRE T, 35K
b U7z AR, N7 — - BROGEH, WmELH),
PR SAECE T O MBS EPE, 2 D2 THKR O M
BB LTS, Bl — L& RTGO Y
AV VIR O RR - BRgSEEL, B OB A T ofh
Z< OB REREEL -6 LET, EHROMHL
DOEBN—OOEICRE SN LTH R Tz x
TWB Z EIT B = T & TEDRNT TSN,

VAT « =X =Ty —ZIN6D ) A7k DA%
DB HICER L, PEPHTEEHGAOXKE M
HLTBLIRETT, AFL— MAHEROKHCES)
THOICHbE, FEICKT HREEREZ RE L,
IEKYEE R IE R 0 S A, FRCHED)Z2 RER O
AT R 1 — 2 DEIFIT 2 > TO DB/ AITREI T,
KB, RREEOZENE T =4 —T 52 L L EE
T, b L IR OB ORAT T AT BB I
LoTTFHFoNEZY Lsh, ZoREattof HE%
ST RE T, RIBVOZ L— AR ENFICICE
STLEIZEEZZRG, BIMORBREE 5> T
THHAFEOEREZX vy v LTH LWL DICE X T
FRENTL L,

VAY « w3 =V —llloTDH H —DDOHEMKH
0 LRI T L — L R REE T0, HEk
EIRAEERICHH LT 2 &3 R 2 lsh b vz
FT, 1T A ORI ESCHEF NI & Rt 7T g
PRI CRNRANCHRIAH L TV IREAZ R L T ET,
Bl OMBERFERED 2 Iy AV FET D008 9D,
B%, WEFR, Ny — WER, VT4 v—A L
BHEHLTWET,

EO XMk Ch-TH TZhETHEY ) OO
EHATDDIT BTN A7 Lo TnET, B0
R Z OREIC OV TOARLEEZAETHZ LI
Bole b, BRIITHMOISG N BHRD U A 7 % 3l
BREe 0 £8A, Hil-OMiEo ERERIE IS
B) SERWAHT 4 T b D THIE, LI
TT B FETEN AR Z SN D ARV TL X D
2B 213 8 7 T DR S TR R OPEH B A S
TESZLEHA, 20aly AV MIEOLI I
FE=H—ENDHOTL LI D2 L, sk ?
FZHLZAEES TRl 725600 2713 TL LD
M2 INHOY A7 BFHEE AL, RIRT 72— —




be, insured through existing or new insurance policies.
Additionally, you should consider the impact of your
organization's decision to recycle, reduce energy use, use
alternate energy sources, and to use environmentally
sensitive alternative products and materials. Once again,
after the risks are assessed, explore whether there are
insurance implications to those decisions. For example,
some of our building owners commit to recycling
programs, and market this as an advantage to prospective
tenants. It is important to review the insurance policies to
be certain that the expense of sorting debris, and
transporting it to a recycling center, rather than the
closest dump site, 1s covered.

In the real estate world, LEEDS certification of properties
is an important initiative. It is a certification, rating
various levels of the energy efficiency of a building. The
materials and systems used in the construction and
operation of the property are assessed as part of the
program. If a building has a LEEDS certification, the risk
manager must then affirm that the insurance policies in
place will allow for the replacement of these materials (or
the next generation of them) in order to maintain the
certification after restoration following a loss. If there are
roof top gardens, it is important to have landscape
coverage for the property, even though most city properties
do not include this type of coverage. Buildings with
features such as waterfalls and roof top gardens might
need mold coverage, or higher limits of mold coverage.
Insurance companies in the US are beginning to create
specialized insurance policies for LEEDS certified
properties, however, in order to be certain that there is
proper coverage, the risk manager must understand the
unique features of the property, and discuss with their
brokers and underwriters how they are covered in the
insurance policy. Other situations, such as replacement of
existing lighting systems with more energy efficient
systems may bring unanticipated risks; the key in
managing this exposure is not to be surprised.

Another key risk issue this year is Enterprise Risk
Management. It's not a new issue, but it remains a key
topic among risk managers and financial rating agencies.
I know that others have talked about this important
initiative. I will add only that the RIMS Maturity Model
is available on-line to help our members assess where
their programs are in the process. Materials and
resources are also available on the RIMS website to

provide assistance with creating an entire program or
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solving a particular problem. In the US, the key issue is
whether rating agencies will require public, non-financial
companies to disclose their enterprise risk initiatives in
their filed documents. Financial institutions and
insurance companies are already required to discuss and
Should disclosure be

mandated, companies across the US will be obligated to

disclose their ERM programs.

institute ERM programs; and it is likely that this
requirement will spread globally as a best practice. The
status of risk managers who are prepared to lead this
initiative will be raised within their organizations.

A very interesting key issue is one that is just emerging.
It is the impact that regulation of insurance and
legislation will have on organizations. I am not referring
to a country-specific issue, but a global matter. We see
that many countries are revising their regulations
regarding purchase of insurance in-country. As you know,
Japan requires that policies be purchased in Japan; and,
that premium be paid before coverage can be bound. The
impact of this wider global movement has a few
interesting consequences. For example, if a
manufacturing company has operations only in its home
country, but its components are used in goods that are
ultimately exported, must that company have local
insurance policies in the countries in which the goods are
sold? If the component is determined to be the cause of
equipment failure, can a policy written in the home
country of the manufacturer with a global territory
endorsement pay a claim? If it does, is the insurance is
legal? If it is not legal, how does the manufacturer know
where its components will be shipped? Sold? Resold? If
an organization purchases corporate professional
indemnity insurance with a global territory, will it apply
everywhere, or are local policies required whether or not
there are direct operations in a country? We also know
that the European Union has issued several insurance and
operational directives directed at non-European
organizations. In the US, some insurers are selling
master policies that issue local policies; however, there is
an additional cost for them. What if the additional cost
makes that product line unprofitable? I do not have the
answers to these questions, and if fact, in some instances,
I am still trying to figure out what the question is.
However, the trend by countries to mandate that policies
be issued in country, which brings taxes and fee revenue,
as well as a market for its country's insurance business, is

a trend that seems to be growing. This is a serious issue
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for organizations with global operations; it will have to be
addressed sooner, rather than later.

The issue of insurance broker service and compensation
remains an important topic, especially in the US and the
UK. Most large organizations are meeting with their
insurance brokers and formalizing the services required
into service agreements, and relating the compensation
that the broker will receive to the services that are
provided. Commissions are in disfavor with large
insureds. Disclosure of all revenue associated with an
account 1s being mandated through those service
agreements. Contingent commissions remain an issue,
because the top 4 US insurance brokers are prohibited
from taking them, but the rest of the industry is not.
Those insurance brokers contend that the total amount of
contingent commission paid by insurance companies has
doubled in the past several years, yet the major brokers no
longer take them. Some of the insurance companies and
brokers continue to defend additional payments (beyond
commission) to insurance brokers stating that it is because
insurance brokers issue the actual insurance policy. This
is another area that needs some clarity. Determining who
is responsible for issuing an insurance policy, who is
responsible for any mistakes in the policies (with resulting
loss following a claim), who pays directly and indirectly
for policy issuance, are all issues that are under
discussion. As long as the situation remains unresolved, it
will continue to be a key issue for many insurance buyers.
The final issue for discussion is one that is similar. The
issue is when the insurance policy is issued. Some
insurance companies are known not to issue policies for
many months following binding. This is a concern,
because without the exact coverage terms, it may not be
possible to know if a loss is insured or not. In the UK, the
Financial Services Authority (FSA) has mandated the
term in which policies must be issued. Lloyds, and other
London insurers, are struggling to find ways to comply,
short of building new technology systems. With
technological advances, policy issuance should not be an
issue, however, it remains one that seems never to go
away. Greater clarity in these issues will help to avoid
coverage disputes and delays in claim payment.

There are many other topics of interest that we could
discuss, but I am afraid that we are at the end of our time.
I hope that you found some of these remarks to be
interesting and relevant to your job. Risk management is

a dynamic field, and what I enjoy most about working in
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it, is that there is always something new to discuss. THHWOIZN D THH LWEmORM BN T B &
Although it is only a few weeks away, I am certain that we WHZETT, YT 4 ZIAORIMSKEETIED LK
will have some new ideas to talk about in San Diego. I am BETTN, TNETITHLH LT AT TRHTL S
very pleased to tell you that this year, for the first time, EEWET, F7z, SFIZOWTINID THEFER %
we will have the keynote speeches translated into HAGER CEEIC Rkt Ty, &IV -T
Japanese so that you are better able to enjoy them. I hope ST IDOREICBE LIRS LB LA LTEY
that you will be able to come to our Conference in San FT L, KONFERITELBHIZHND 0 E BN E
Diego, and if you do, I look forward to seeing you there. R
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