
EmploymEnt-RElatEd pRacticEs liability

are lawsuits lurking  
from Within?
The reality is every business is 
vulnerable to claims of discrimination, 
harassment, wrongful termination, 
and other employment-related 
allegations. Even with the best practices 
and procedures in place, there is 
risk—leaving businesses to pick up  
the tab for costly litigation. 

A Federated Employment-Related 
Practices Liability (ERPL) policy may 
provide a measure of coverage for 
judgments and settlements as well as 
defense costs in addition to the limit 
of insurance for written allegations 
including, but not limited to:

•	 	Discrimination	(age,	gender,	
religion, national origin)

•	 	Harassment	(emotional	distress,	
sexual harassment)

•	 	Wrongful	termination	or	 
refusal to hire

•	 Retaliation

Why do i need this?

“ I have a liability policy, so I  
must be covered.”

The typical Commercial General 
Liability, Business Owners Policy 
Liability, and Garage Liability policy 
specifically exclude employment-
related claims by definition  
or endorsement.

“ I have only a few employees, so  
I don’t have to worry about  
them suing me.” 

Small businesses are common targets. 
Forty percent of employment-related 
claims are made against employers 
with a staff of fewer than 100 people.1

“I rarely hire someone new.” 

By 2020, the workforce is expected 
to have a median age of 42.8 years.2 
With	the	average	age	of	U.S.	workers	
increasing, there are more people who 
fall in the protected “over 40” class, 
making age discrimination the fastest 
growing type of lawsuit.3 

“I can’t afford the premiums.”

With	policy	limits	ranging	from	
$50,000 to $5,000,000, and deductibles 
as high as $25,000, premiums can be 
adapted to suit your business needs. 

you don’t Have to Go it alone, 
the Federated Employment 
practices networksm can Help
In addition to the improved security 
that comes with an ERPL policy, 
you also gain access to a network 
of independent employment law 
attorneys who will provide state-
specific legal advice through 
Federated Employment Practices 
Network (FEPN). Other services 
available through FEPN include:

•	 	24/7	access	to	resources	for	
improving employment practices

•	 	Solutions	for	standard	
Human	Resources	activities	
like downloadable sample 
employment forms, manuals,  
and policy templates

•	 	Online	management	training	
on employee termination and 
discrimination

1    www.hrthatworksblog.com. “The Cost of Not Having Employment Practice 
Liability Insurance.” Retrieved 11/21/2013.

2    www.bls.gov. U.S. Bureau of Labor Statistics (February 1, 2012). “Median age 
of the labor force, by sex, race and ethnicity.” Retrieved 11/21/2013.

3    www.business.com. “Age Discrimination Law.” Retrieved 11/21/2013.
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ExamplEs:  EmploymEnt-RElatEd liability claims

Harassment
An administrative assistant alleged that her supervisor 
propositioned her and touched her in an offensive 
manner. The supervisor was  reprimanded, but the  
incident was not investigated. After telling her supervisor  
that she was quitting due to a hostile work environment,  
he sent her an e-mail stating: “Now that you are 
quitting, we can have an affair.”

Initial Demand:  $800,000–$1,000,000
Settlement:  $150,000

discrimination
An employee alleged he was terminated due to gender, 
race, and age discrimination, and replaced with a 
younger	male.	He	filed	a	charge	with	the	state	human	
rights agency. 

Initial Demand:  $200,000
Settlement:  $11,000

After	feigning	a	panic	attack	during	his	performance/ 
termination meeting, an employee alleged EEOC 
disability discrimination claiming medical issues for 
poor performance. The case went to trial where a jury 
ruled in favor of the business. 

Defense Cost:  $110,000
Settlement/Verdict:  $0

driver
A male truck driver filed an employment grievance 
alleging	disability	discrimination.	While	the	claim	
was pending the employer discovered that the driver 
lied on his job application by concealing a prior 
felony conviction. The driver revised his claim to 
allege unfair retaliation and wrongful termination.  

Initial Demand:  $275,000 
Settlement:  $67,000

termination/Retaliation
A salesperson alleged that she was terminated after 
becoming	pregnant.	Her	employer	argued	that	the	
company had suffered substantial losses and had 
to cut expenses. In response, the employee pointed 
out that other members of the sales force with worse 
performance were retained.  

Initial Demand:  $1,000,000
 Settlement:  $215,000

An employee was terminated for falsifying timecards. A 
suit claiming wrongful termination, race discrimination, 
and retaliation was filed against the business. The 
judge dismissed the case as “without merit.” 

Defense Cost:  $42,500
Settlement/Verdict:  $0
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State/federal verdict trials 
result in 175%–475% higher 

judgments than settlements.*

* Thomson Reuters Westlaw   (2005–2011). “Employment Jury Award Trends and Statistics.” 

This brochure is for general information and recommendations regarding risk prevention only and 
should not be considered coverage, legal, or other expert advice. The illustrations herein are only a basis 
for discussion and examples of possible claims scenarios—they should not be construed as actual claim 
amounts, as they are based upon several assumptions which may or may not apply in your situation. 

Coverage for actual claims will be determined solely by the individual policy terms and facts of the claim. 
Qualified counsel should be sought regarding questions specific to your circumstances.


