
Directors & Officers Liability 
Educators Legal Liability

10,000 Feet View

January 25, 2007

Larry Waldie, CPCU  
FINPRO, Dallas
214-303-8593
Lawrence.W.Waldie@marsh.com



Marsh 2

Discussion Topics

1. Why Does the State Buy 
Coverage?

2. Integrated Approach

3. Policy Construction 

4. Exclusions

5. Why National Union

6. Evolution “And please protect me from the 
appearance of wrongdoing.”
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What Motivates the State to Buy D&O?

Life Savings
2nd

Board

State
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Integrated Approach...
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Overview of D&O contract construction

Covered Claim
Against Directors &

Officers

Covered Claim Against
The State

Insured -
The State as a

Defendant in Claims 

Indemnification?

No Yes

Insured -
Directors & Officers

Insured -
State’s Balance Sheet

Personal Assets State Assets State Assets

D&O Insurance
Insuring Agreement A:

D&O Insurance
Insuring Agreement B:
State Reimbursement

D&O Insurance
Insuring Agreement C:
The State’s Coverage

for Claims

Clause A “Personal Assets
Protection”

Clause B “State Risk” Clause C “State Risk”
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Coverage ACoverage A
Personal Asset 
Protection For

Non-Indemnifiable
Claims

Coverage BCoverage B
State Asset

Protection For
Indemnifiable

Claims

Coverage CCoverage C
State Asset

Protection For
State Claims

$5 Million per Claim
$35 Million per Year

Limit of Liability -----------
A Single Limit Protecting the Individuals and State’s 
Balance Sheet

Advantages:
• Protects Balance 

Sheet
• Protects Individual 

Assets
• Pays First $$$

for Side A Claims

RetentionRetention
NilNil

RetentionRetention
$500,000$500,000

RetentionRetention
$500,000 $500,000 
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From 10,000 Feet

Broad Coverage: Action of 
Insured is Covered Unless 
Excluded or Not Defined as Loss

Covers "Wrongful Acts"
– Breach of duty, neglect, act, 

error, omission, misstatement 
of insureds in their capacity 

Claims Made versus Occurrence
– Claim must be filed during the 

policy period or extended 
reporting period

Retentions/Deductibles - Apply 
Per Occurrence

The upside is a huge cash windfall 
for the state. The downside is that 
Haskins could go to jail. 
I can live with that.”
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What’s Excluded?

Three General Classes:

– Exposures Better Suited to Other 
Insurance

Bodily Injury/Property 
Damage

– Issues Against Public Policy
Fraud & Personal Gain

– Claims the Insurer Will Not 
Insure

False Imprisonment
“Let me get back to you on that – I’ve got an 

office full of people right now.”
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Why National Union Fire Insurance Co.

Member of American International 
Group

Financially Strength
– S&P: AA+ - Very Strong
– AM Best: A+ XV – Superior

Expertise – Largest provider

Marsh Relationship - Premiums

Claims Department 

Paid Claims – Over $12.5 Million

Alternative Providers – Twenty 
Insurers

Mrs. Ryan, Please send me in a 
scapegoat. 
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Program Evolution

2001:
– Defense Costs Deleted

2003
– Deductible increased to $500,000

2004: 
– Sexual Misconduct/Child Abuse Exclusion
– Bordereau Reporting
– Neutral Arbitration Site

2005:
– Separate Educator’s Legal Liability Policy

Affirmative Action Coverage

2006:
– Non-Rescindable Side A Coverage

“As a general rule, ‘blew through’ is not a good 
word to use in the annual expense report.”
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