





Covering a Predecessor Firm

Mergers and acquisitions present
complex problems at many levels,
including insuring the actions of
“acquired” staff—actions taken while
they worked for the purchased firm,
otherwise known as the “predeces-
sor.” Those professional activities rep-
resent a liability exposure to the new
owner, and it is imperative that the
purchaser’s errors and omissions
insurance cover that risk.

An acquiring company’s profession-
al liability policy may very well insure
the actions of staff coming from a
predecessor firm. Nearly all of these
policies qualify predecessor firms as
insureds if the majority of their assets

were acquired by the named insured.
If a minority share of the business was
bought, the purchaser’s policy will
likely exclude coverage for acts prior
to the acquisition since there is a fail-
ure to reach the “majority of assets”
threshold.

Complicating matters, it depends
on the type of profession in which
your firm engages. For example, the
vast majority of policies for lawyers
and accountants cover predecessor
firms, but hardly any forms that cover
medical professionals do. Then there’s
a smattering of other professionals for
whom policies mostly offer predeces-
sor coverage but sometimes don't.

The only way to know is to review
your coverage carefully. In addition,
you must present the merger or acqui-
sition to your insurer, which will typi-
cally want detailed information on the
predecessor’s operations and claims
history. Be aware that situations at the
predecessor that have the potential to
generate claims in the future could be
excluded from coverage even if pred-

ecessor firm coverage is approved.

Undertaking a merger or acquisi-
tion is highly complex. Include our
professionals in the planning and
implementation phases to assist you
with the specialized insurance needs
you will encounter. B

Keeping Records of Understanding

uppose a financial advisor

has a meeting with one of
his customers. At the conclusion
of the meeting, the advisor fur-
nishes his customer with a piece
of paper stating that the advi-
sor is “not responsible for
losses that occur as a '
result of the customer’s
failure to adhere to-this
advice” (in other words:
“Don‘t say | didn't tell
you so!”) and asks for the =
customer’s signature. '

To assist with the

defense of a possible
errors and omissions
(E&O) claim, professional
organizations often
incorporate the cus-

tomer’s signature on a waiver or

agreement in relationship to
services performed.

In some cases, the practice
may be required by law. In

other cases, it's a voluntary
practice intended to assist with
defense if a misunderstanding
occurs during services rendered
and results in litigation.

While a signature of a waiver,

agreement or other form may
prove a valuable piece of evi-
dence, the paper alone may not
be effective. In many states, the
customer’s signature serves as

proof that the customer saw the
form but falls short of proof
they understood its meaning.
For this reason, businesses that
require customers to sign such
forms should go a step further.
Keep detailed notes in
the customer’s file indi-
cating why it was used in
that particular situation.
Also record that the
form was explained in
detail and understood by
the customer prior to
signing. This additional
step will assist your firm’s
E&O insurance company
in preparing your
defense should a claim
be filed.

For more information on steps
that will help your E&O insur-
ance company best defend your
firm against a claim, call our
service team today. m
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WCRA Assessment Update

Bob Schmitz, Vice President — Sales - Lee F. Murphy Insurance Group

The Workers Compensation Rating Association (WCRA) that provides Reinsurance
(Required for all Minnesota insurers and self-insureds) incurred huge monetary losses due
to their investment strategy over the last couple years. By law, they are required to
replace what they lost by accessing all policy-holders. The loss was about $268,000,000.
Therefore, all insureds and self-insureds are going to be accessed to make up this deficit
over the next five years.

It is estimated that insureds and self-insureds will be assessed approximately 1.61% for
the year 2010. Your assessment may vary based on the level of reinsurance that your
provider elected from the WCRA. Assessments will be added to your upcoming Worker’s
Compensation policy or directly from your self-insurer. If you require further clarification
on this new premium surcharge, please contact your Lee F. Murphy Insurance Group rep-
resentative — they will be happy to assist you further.

Thank you for your referrals.
If you're pleased with us,
spread the word! We'll be
happy to give the same great
service to all of your friends
and business associates.

insurance needs, call us 6r fill
out this form and fax it in
today!

Fax: (651) 644-9137

Please call me about:

O Employment practices coverage

[ Insuring mergers and acquisitions

My name and phone number:

Q Directors and officers coverage
( )

E-mail address:

3 Environmental liability coverage

1 Professional liability coverage






