CLAIMS MADE LIABILITY COVERAGE -WHAT IS IT????

By: Ann M. Cowan, Vice President Underwriting

Some of you have heard of Claims Made Liability Coverage, some of you have not. Claims Made Liability Coverage is complicated and confusing
to the majority of people even those in the insurance industry

There are two types of Liability Coverage. One is Occurrence Liability and the other is Claims Made Li@bitityrence is the better choice for
Liability Coverages 99% of the time. Claims Made should always be examined carefully before the choice to move to that coverage is made.
Claims Made coverage is usually written on the Professional Lines of Covatagegful Acts, Employment Practices LiabilityGovernmental
Medical, Employee Benefits, and Law Enforcemeiviou rarely see it on the General Liability Automobile Liability.

Occurrence Liability pays for claims that occur during the policy period regardless of when they are reported to the insurance Smmapany
occurrence that happened in 1990, reported in 2007 would still be covered by the policy in force as ofh&3@xhiganTownship
Participating Plan has been an occurrence policy on all their liability coverages (General L.ibiktfEnforcementWrongful Acts, Employee
Benefits, Employment Practices, Governmental Medical, Cemetery ProfessionAlutordobile Liability) since the start of the prograhpril 1,
1985.

Claims Made Liability pays for claims that occur after the Retro Date in the policy and reported during the current policy period. There is no

coverage for any claims prior to the Retro Date. This date is set and agreed to by the insurance carrier at the time coverage is quoted by the agent.

This date can be changed by the insurance carrier at each renewal.

An example of how coverage applies would be: Retro Date 1/1/1998 with policy period 1/1/2007-206&im is reported on 2/1/2007 with an
occurrence date of 3/1/2000That would be covered by the 1/1/2007-2008 poli¢gu have a claim that occurred on 4/23/2002 reported on
3/5/2007 covered by 1/1/2007-2008 politgu also have a claim that occurred on 7/2/2005 reported on 10/3/2007 that would be covered by the
1/1/2007-2008 policyYou could have multiple claims that occurred since the 1/1/1998 retro date that are reported during the 1/1/2007-2008
policy period.This could cause an erosion of your liability limitWith an occurrence poligyeach claim would be covered by the policy in force at
that time. So there would be three policies to respond if coverage was written on an occurrence basis but only one policy responded to all three
claims on a claim made basis.

More confusion occurs when an insured tries to leave a claims made. foticg you leave a claims made poliggpu no longer have any coverage

for the claims that occurred after the retro date and reported after the expiration date of the policy unless you purchase an Extended Reporting
Period (ERP) or sometimes calledalT Coverage”.The claims made policy contains provisions for the cost and terms of this coverage. Usually

you can only buy three years and the cost can be 150-200% of the original claims made premium charge. The coverage provided by the ERP is
just extended time to report claims to the insurance carrier that occurred after the retro date but before the expiration of th©podidhat

time period is up on the ERKou no longer have any coverage for the claims that occurred during that time period.

An example would be: Retro Date 1/1/1998, Policy Period 1/1/2003-2004 Purchased ERP for two years 1/1/2004-2006. Claim occurs 3/3/2002,
reported on 2/2/2005. This claim would be covered under the 1/1/2003-2004 policy period with the ERP of 1/1/2004-2006.

Retro Date Policy Dates Claim Occurs Claim Reported (made) ERP Dates Claim Pd
1/1/1998 1/1/1998-1999

1/1/1998 1/1/1999-2000

1/1/1998 1/1/2000-2001

1/1/1998 1/1/2001-2002

1/1/1998 1/1/2002-2003 3/3/2002 2/2/2005

1/1/1998 1/1/2003-2004 1/1/2004-2006 XXXXX

Claim occurs 3/3/2003, reported on 2/2/2006 would not be covered because the ERP has expired.

Retro Date Policy Dates Claim Occurs Claim Reported (made) ERP Dates Claim Pd
1/1/1998 1/1/1998-1999

1/1/1998 1/1/1999-2000

1/1/1998 1/1/2000-2001

1/1/1998 1/1/2001-2002

1/1/1998 1/1/2002-2003

1/1/1998 1/1/2003-2004 3/3/2003 2/2/2006 1/1/2004-2006

With an occurrence poligythe claim would fall under the policy in force as of the date of the occurrence without regard to when it is reported.
Therefore, the occurrence policy could have expired but it would still respond to claims occurring within the policy period.

Policy Dates Claim Occurs Claim Reported (made) Claim Pd
1/1/1998-1999
1/1/1999-2000 3/5/1999 5/4/2007 XXXXX

1/1/2000-2001
1/1/2001-2002
1/1/2002-2003
1/1/2003-2004 3/3/2003 2/2/2006 XXXXX

Some carriers will provide Priokcts coverage when you move from Claims Made to Occurreftus. will then provide coverage to the insured

through the new carrier depending on what option the insured would chibleseMichiganTownship Participating Plan can provide this coverage

to those insureds joining the program from a Claims Made Coverage. Should you consider a Claims Made Liability Coverabe potieyto ask

for a letter from the agent or insurance carrier fully explaining the coverage, options and costs including cost of the Extended Reporting Period.
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Par-Plan Annual Business Meeting
Visit THEPARPLAN.COM

The ParPlan is pleased to announce that this years annual
business meeting and 1st gteaty boad of directors
meeting will be held on Thursday July, 2007 at the
Ojibway Ramada Plaza, SaulteeSMiarie, Michigan

beginning at 9:30 am in the M&athur room.

The Par—Plan News is published by the
Michigan Township Participating Plan’s
Program Administrator:

Kenrick Corporation

1700 Opdyke Court

Auburn Hills, Michigan 48326
(248) 371-3100

(248) 371-3069 Fax

The annual business meeting will include detaiggmbits
from the PogramAdministrator and each of theggrams
sewice poviders on their activities over the past year and

All rights reserved. the goals of the mgram for the coming year

Although every effort to ensure the accuracy
of information in this newsletter has been
made, professional counsel should be
sought before any action or decision is
made based on material contained herein.

We encourage all members to attend.



MTPPBOARD OF DIRECTORS
Term: July 1, 2006 through

June 30, 2007

ZONE 1
Paul Lehto
CalumefTownship
(906) 337-2410

ZONE 2
Marvin Besteman, Jr
Vice Chairman
Kinross Chartefownship
(906) 485-5381

ZONE 3
Pat Mead
Secretary
Benzonialownship
(231) 882-441

ZONE 4
Terry Wright
GraylingTownship
(989) 348-4361

ZONE 5
Jim Beelen
Chairman
Allendale Chartefownship
(616) 895-6295

ZONE 6
Jon Sherwood
BeavertorTownship
(989) 465-9175

ZONE 7
John Jones
Ira Township
(586) 725-0263

ZONE 8
John Buckhout

CharterTownship of Kalamazoo

(269) 381-8080

ZONE 9
William Bamber
Oceolalownship
(517) 546-3259

MTPP BOARD / COMMITTEE SCHEDULED MEETINGS

2007 Year

Election/Bylaw Committee

Newsletter Committee

Budget/Finance Committee

Fire/EMS Committee

Law Enforcement Committee

Election/Bylaws Committee

MTPPAnnual/Quarterly Board Meeting

Quarterly Board Meeting

May 15, 2007
9:30 a.m.
ParPlan Ofice
Auburn Hills, Ml

May 18, 2007
11:00 a.m.
Benzonialwp.
Benzie, Ml

June 7-8

9:00 a.m.

Guy Carpenter
Chicago, IL

June 13-15, 2007
9:00 a.m.
ParPlan Ofice
Auburn Hills, Ml

June 29, 2007
9:30 a.m.
ParPlan Ofice
Auburn Hills, Ml

July 11-13, 2007
9:30a.m. & 1:30 p.m.
Ojibway Plaza Hotel
Sault $e. Marie, Ml

October 18-19, 2007
9:30 a.m.

Holiday Inn

Midland, Ml

Par-Plan Board Nomination Results

OnApril 4th, 2007 nomination forms were mailed to all members in Zones
3, 6, & 9. Nominations were then confirmed on May 7th by the Par-Plan
Election Committee and election ballots were mailed on June 1st.

The following candidates are seeking election:

Zone 3:Incumbent, Pat Mead, Clerk, Benzof@avnship, Benzie County

Zone 6: Incumbent, Jon Sherwootiustee, Beavertomownship, Gladwin

County

Daniel J. Cline, SupervispingersollTownship, Midland County

Zone 9: Incumbent, William Bamber SupervisgrOceolarownship,

Livingston County

Election ballots must be postmarked by June 22, 2007 to receive consider-

ation. Ballots will be confirmed and results to follow in our next newsletter

publication.

Are Your Township Employees “At-W?

In Michigan, employment relationships are presumed to To minimize or eliminate risk incurred through the adoption of
be “at-will", which means that either the employer or the employstandard codeJownships should undertake the following actions: (1)
may terminate the employment relationship, with or without notispgcifically exclude any “for cause” provisions in the adoption of any
for any or no reason, so long as it is not discriminat@gspite standard codes; (2) draft employment contracts that define the
efforts by manyTownships to clarify the at-will status of their employment relationship and override any contrary standard code
employees, issues are increasingly arisingifé@rnships regarding provisions; and (3) draft or revise employment handbook policies and
this issue. OuTownship Law Newsletter this month focuses on employment applications to clarify the at-will relationship and disclaim
two recent cases from the Michigan CourAppeals that any standard code provisions to the contrdtiease contact a member
addressed the at-will statusTwnship employees. of our Township Service$eam if you have any questions about how

these issues mayfatt yourTownship.

ADOPTING STANDARD CODES MAY CREATE

“JUST CAUSE” EMPLOYMENT DEPUTY CLERK DEEMED AN AT-WILL

EMPLOYEE
The Michigan Court ofA\ppeals recently reviewed an

appeal filed by a formeFownship building inspector whogued
that theTownship could only terminate him for “just caus&.he
former building inspector relied upon a provision of the 1996

OurTownship Service$eam recently obtained a favorable
employment decision for Bownship before the Court dfppeals in
. i : . Weaver v Handyownship (Mich.Ct.App.2007). In that case, the
BOCA National Building Code, which tiEownship had adopted, plaintiff was employed by th@ownship as the deputy clerifter the

z;it:anp% ;Q?L?ui;cggs gtfﬁtl:rl ?:I?Icl);:érttfnrisyn:gvt?: rf‘:eo"jlrpdfﬂlétr%] specif?;iownsmp Clerk terminated her employment, the former deputy clerk
and relevant chges by and before the appointing authatity iled a lawsuit alleging, in part, that she was wrongfully disgbdr The

former deputy clerk gued that there was an express oral agreement

TheTownship agued that the former employee was a between her and teownship Clerk.

“building inspector”, not a “code Hé€ial,” and not protected by the
code. TheTownship agued that the building inspectsr
performance of some duties of a “codé&aidl” did not cause the
former building inspector to become the “codfaidl.” In
response, the former building inspectagued that he was the
Townships only building oficial for fourteen years, and was the
sole person in chge of enforcing th@ownships building code.
The former building inspector was also a certified and registere
building official, building inspectarand plan reviewer with the
State of Michigan in compliance with MCR38.2313.The Court
of Appeals rejected thBownships position and decided that the
former building inspectds claim had to be considered by a jury

The Court ofAppeals found that, even if ti®wnship Clerk

did not make such statements, the statements did not rise to the level of
specificity required to overcome the presumption of at-will employment.
The Court also held that the deputy clerkiere subjective expectation

of just cause employment was inficiEnt rebut the at-will employment
presumption.The deputy clerk was an at-will employee, and therefore
gﬁeTownship Clerk retained the right to terminate her for any or no

eason.

AlthoughTownships cannot prevent all wrongful disaer
claims from being filed, we recommend the following steps to limit your
Townships exposure to such claims: (1) include a provision in your
employment application stating that employment withTinenship is
on an at-will basis; (2) include an at-will policy in your employee

er?andbook; (3) prohibit oral modifications of afgwnship policy; and
E reviewTownship policies to ensure the policies do not create an
gbectation of just cause employment.

As a result of the t8le-DeRossett-Hale Singlet&e
Construction CoddAct, the various former standard building cod
have all now been replaced by the Michigan Building Code.
Although the Michigan Building Code is based on the Internatio
Building Code, it fortunately does not addygpendixA containing

for cause” protection for building €ials. OurTownship Service$eam has worked with many

Townships to help prepare and defdimdvnship employment policies,
including issues of at-will employment. Please contact us if you need
istance on a particular matter or issue.

Many Townships still adopt other standard codes that
contain “for cause” provisions, howeve&andard codes such as
the 2003 International Property Maintenance Code (Section 10?.523

2000 International Fire Code (Section 103.1) and 2000 The above article was published in the Foster, Swift, Collins & Smith
International Fuel Gas Code (Section 103.2) all contain “for cause’ Township Newsletter. On behalf to the Michigan Township

provisions. These provisions may overcome the presumption they icipating Plan we would like to thank the firm for permission to
employment is “at will,” and'ownships that have adopted these usethearticlein our newsletter.

codes may have inadvertently increased the risk of liability if they
terminate employees identified by these codes.

The Plan providesinsurance coverage to handle EEOC claims, before an employment issue goesinto litigation. Contact Par Plan Risk
Control department or Midwest Claims Service, I nc. on any issue that may rise to an employment dispute. 1f necessary we will retain
appointed counsel like Brian Goodenough at the firm of Foster, Swift, Collins & Smith P.C. to assist in resolving any employment dispute.



