BUSINESS & INDUSTRY

Meeting the Challenge
of Creating a Level
Executive Benefits

Playing Field—Worldwide

By Christopher R. Kristian

Most U.S. corporations are justifiably
proud of their sophisticated systems for
delivering benefits to their executives,
whether they are located in the U.S. or
in various countries around the globe.
While accommodations may be required
in specific situations, the overall process
generally operates efficiently and meets
the expectations and needs of the execu-
tives involved.

However, the executive benefits pic-
ture is changing for more and more cor-
porations as they take steps to grow their
executive ranks to include more foreign
nationals. No matter how hard they try
to provide international life insurance

and disability income protection for their
third-country national key associates,
they run into walls that form virtually
insurmountable barriers.

“There's no question about it,” said
Daniel Walsh, President of First Choice
Armor & Equipment Inc. “As companies
take advantage of indigenous executive
talent, the question of benefits parity can
be a major issue. Everyone expects to
receive the same benefits.”

Like many other companies today, a
well-known consulting firm with offices
in 27 cities around the globe recently dealt
with this problem, after having a grow-
ing number of international associates
express dissatisfaction with the current
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benefit arrangement. They felt slighted,
as their counterparts in the U.S. seemed
to have better disability and life insurance
benefits.

Although serious efforts had been
made to solve the inequity issue, the firm
was ready to conclude that there was no
satisfactory solution. Despite their best
efforts, the corporation could not obtain
a comparable program for these employ-
ees. The best they could do was to set up
programs in several countries, which pro-
vided an unequal hodgepodge of benefits,
and certainly no increased goodwill with
their key associates.

As firms continue their global expan-
sion, the disparity issue becomes more
apparent. As is the situation with so many
other U.S. companies, valuable associates
are often left on their own to find their
benefits as best they can, creating both
an inconsistency from country to country
and a never-ending stream of employee
complaints.

Clearly, the solution to this situation is
to provide an insurance benefits program
that includes two key components: 1) the
benefits must be comparable to those pro-
vided to U.5.-based employees, and 2)
they must be payable in local currency
denominations. Needless to say, such pro-
grams create enormous goodwill among
international associates and serve as an
extremely valuable recruiting and reten-
tion tool overseas.

Since reaching global benefits parity
continues to frustrate the employment
policies of a growing number of compa-
nies, here are questions and answers on

how to breach the impasse.

We have key international
associates in several
countries that we would like
to offer the same benefits



as their U.S. counterparts.
How can we accomplish this
objective?

With life or disability insurance, orga-
nizations typically start by attempting to
replicate the benefits of their U.5. asso-
ciates as closely as possible. This means
providing the benefit amount in U.5. dol-
lars or other currency (i.e., Euro), and con-
verting it to the local currency at the time
the benefit is paid.

How is a “measurement
currency” selected?

Most U.S.-based firms gravitate to the
U.5. dollar as the “standard.” It seems
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as if most international associates prefer
either the Euro or the Pound. By using
these two foreign currencies, the insur-
ance program has a greater international
flair, As international currencies fluctuate,
so will the benefit amount that is paid to
the beneficiaries. Therefore, it is extreme-
ly important to explain how these benefits
are designed.

What about “Local Socialized
Benefit Programs?”

Many foreign countries provide
socialized life and disability insurance
benefits. It appears that some U.5. firms
assume that these local programs provide
sufficient coverage to meet the needs of
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their highly compensated international
key associates. An analysis indicates oth-
erwise, however. In reality, most of these
insurance programs leave these associ-
ates far short of their U.S. counterparts.
Although most life and disability pro-
grams do not integrate perfectly with
those of the local country, the benefits
of the programs generally far outweigh
the minor inconvenience of perhaps the
recipient’s individual tax liability in the
case of an untimely disability or death.

What is the key to designing
a truly international
insurance program?
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program is frequently the most successful
and well received.

We are currently expanding
overseas with ex-patriots
and find that our domestic
program will provide limited
coverage. How can we
address this issue?

This is the other side of the same
coin. The usual pattern is for U.S. firms
to expand initially with ex-patriots.
Companies are quite surprised when U.S.-

based group coverage does not extend ;
c oo ase individual they dis- o '
coverage to these uals or ‘ey is e ot ey b aaerae”
cover they have truncated benefits after —Lee Kell

arriving at their new location. This cre-
ates significant challenges for U.S. firms.

However, there are strategies similar to ESTATE PLANNING FOR LIFE.

those implemented for foreign nationals , ;
- Lee Kell, Leah Mallon and Bob Kabacy are well-versed in helping

individuals and families manage their estate. Their superior
knowledge of business planning, long-term perspective, and
creative focus on meeting individual goals and priorities give
able that make it possible for ex-pats to their clients a financial anchor for future generations in needed
receive similar benefits to those provided areas of service.

to their U.S. counterparts. In many cases,
these programs are set up to cover ex-pats
while overseas. Coverage usually ends
when they complete their assignment Estate planning is just one of 24 practice areas in which Kell,
and are integrated back into the U.S. pro- Alterman & Runstein specializes. Our 19 attorneys continue 2
proud tradition begun by Gus J. Solomon when he founded
the firm in 1929, We remain as progressive and passionate as

that are applicable in the case of employ-
ees arriving from the U.S.

There are a number of programs avail-

Estate Planning ® Asset Protection
Trust Administration ® Probate

gram.

There are a number of ways thata U.S.
company can meet the challenges of pro-
viding benefits to their executives over-
seas. For example, one consulting firm KELL ALTERMAN & RUNSTEIN LLP
was able to offer life insurance benefits Attorneys Eight decades of progressive thinking.
based on €2,000,000, which is convert-
ible in local currency at the time of claim.
This particular program covers executives
in eight different countries and has been
extremely well received by the overseas

ever about meeting our clients’ needs.

Portland & Hillsboro, OR 503.222.3531 www.kelrun.com

18 The Accountant™® NOVEMBER/DECEMBER 2009



CONTRIBUTORS

professionals in Washington, D.C. Since its inception in 1984,

the capacity and sustainability of thousands of nonprofit orga-
nizations. In the article, How You Can Change the World: Corporate Social
Responsibility, page 12, Mr. Raffa explains how engaging employees in volunteer-

ACGOUNTANT

Publisher
Thomas J. Raffa, CPA, is the founder and CEO of RAFFA PC, Orsgon Sociaty of CPAS
a consulting, accounting, and technology services firm of 200 Mailing address

PO Box 4555 / Beavaerton, OR 97076-4555

RAFFA PC, along with its affiliates, RAFFA Wealth Management L anaer i Fammons G S
LLC, and RAFFA Financial Services Inc., has worked to build 503-641-7200 / 1-800-255-1470  Fax: 503-626-2842

www.orcpa.org / oscpa@arcpa.org

Chair
Chair-Elect

Scott R. Wright
Janice M. Essenberg

ism can make a difference in the world and improve your bottom line, He can be Vice Chair Nicole L. Kobliha
reached at tom@raffa.com. Past Chair Karey A. Schoanfeld
Board of
Directors Thomas P. Cocanower, One Year

Mark D. Cruzan, Two Years
M. Alexis Dow, Two Years
Michele C. Hennay, Two Years
Michael E. Lynch, One Year
Daniel M. O'Leary, One Year
Ryan K. Smith, Two Years

Local Service

Area Council

Chairs Tamara L. Graham

Southern Oragon
Michela C. Hennay
Emerald Empire
Janell K. Howard
South Coast

President Cheryl L Langlay

Editor Cam Sivesind

Assistant
Editor Carmel Wright

The Oragon Society of CPAs assumas no
responsibility for statements or advertisemants
herein, and reserves the right to reject any
advertising. The thoughts, opinions, and
advertisements are those of the authors, editors,
and advertisers. In this publication, masculine

~ Gene J. Marks, CPA, is president of The Marks Group PC, a tech-

~nology consulting firm based in Bala Cynwyd, Pennsylvania. Mr,

Marks suggests ways for your firm to use accounting software

more productively in his article, Make Accounting Systems More N S PR S
erms shall be

Profitable, on page 28, He can be reached at gene@marksgroup. and vice versa as stated in the OSCPA Bylaws

net. and the OSCPA Policy Compendium.
Send address changes to
DSCPA / PO Box 4555 / Beaverton, OR 97076-4555

Or update your member profile online at
www.arcpa.org/members/member_info

Copyright® OSCPA 2009

Magazing design by

Joleen Funk / www.getsomatunk.com
Hilisboro, Oregon

Cover photo by
iStock.com

Printed by
Journal Graphics, Portland, Oragon

4 The Accountant™® NOVEMBER/DECEMBER 2009



