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Ne sepregate sepregate Policies and Deductaties without a 

Stop loss 

A formula has been developed which puts a cap on payments where a aggregate insurance policy which attached 
in the period prior to knowledge of the asbestos issue has been trippered The formula involves a multiplier of policy limits which decreases with the face amount 
of the policy Where Producers had deductibles without 
a stop relief has been afforded under a similar 
theory abere deductibles do not exceed 25.000 per claam or per occurrence Deductibles or insured 
retentions in excess of that amount must be negotiated negotiated negotiated negotiated between between the parties or in the event of a dispute the 
ç�¥ JS1 Jesort 10 arbitration and if à“ƒ interation interation However all punitive damages are waived Policies written in the knowledge of the asbestos issue will be interpreted strictly in accordance with their .erms 

Puty to Defend 

This subject resulted in one of the more hotly disputed problems problems in the negotiations The Producers took the 
position that in the 1966 policy forms the duty to defend did not end upon exhaustion of the policy limits insurers took the pposite position Unfortunately during the negotiation process two different decisions were handed down by courts supporting the Producers 
position and indicating that due to the wording in the 
1966 forms the duty to defend continued beyond the exhaustion of policy limits for all claims which triggered such policies Obviously these decisions weakened 
Insurers bargaining position but a compromise uas 
worked out which essentially provides that the duty to 
defend on a policy on 1966 form will expire on 
exhaustion of indemnity but be revived on exhaustion 
of all excess policies Rather than impose the burden 
of defence on such a policy which is revived the 

Primary insurers will fund a special defence policy 
which will pay for the cost of the revived defence in 
so instances 

Lo 
´«of 

â�� 
Gaps in Indemnity Coverage Wooebto pon, 

- ’ 

~ 

Subscribing Insurers are now giving consideration to 
the Producers request that they cover gaps created by 
solvent subscribing insurers in the band of coverage 
provided that the subscription to the Facility by 
Insurers is heavy and there are few subscribers and 
that the Producer will pursue any subscribing 
Insurer who refuses to pay his share through litigation 
in court If such suit is successful the Producer 
will reimburse Insurers who have paid money on the 
behalf of subscribing Insurers 

in the event the gap in the band of coverage is created 
Dv an insolvent Insurer insurers strongly strongly maintain 

payments 

triggered 



roe Gt-me listed above are the principal ´»ssves CVA gp 
the proposed agreement There ace 01 er ssues involving interpretation interpretation of insurance policies which have also been 
resolved but they are too numerous to mention and do not 
substantially affect the operation of the Facility ’ 

I hope that the above summary will give you a sufficiently sufficiently broad indication of the proposals to enable initial consideration of the matter As I have stated it is likely to be at 
least two months before the proposals have been put into a 
detailed form for presentation to all parties at interest 
However the Working Party considers that it is essential 
that the Market be made aware of these important developments and be provided with some background to the negotiations negotiations and 
Sikely developements in the future if endorsement is forthcoming from the insurance Market it is therefore proposed that 
there be a Market meeting at 10.30 a.m. on Monday 13th 
February 1984 at the City Conference Centre Marine Engincers 
Building 76 Mark Lane Due to space limitations it is 
requested that no more than two individuals attend from each 
Underwriting organisation and that they each sign the 
ndance form at the entrance 

1 must emphasise that your attendance at the meeting is 
essential in order that the Asbestos Working Party and the 
various U.S. Counsel involved in these matters can address 
any concerns that exist within the Market The formal - 

proposals will be distributed to all sections of the London 
, Market when they are available However at that stage a 
. 

speedy response will be necessary from London and it is 
therefore important to address questions that arise now 
rather than later - 

For your information you will find attached to this letter 
a list of the Producers who have been involved in these 
discussions and the 

insurer members 
of the Asbestos Claims 

Council Those individuals who form the Resolution Committee 
have been separately identified 

2h cusson cusson 1 feel I must record that the Working Party 
has been 

closely associated with the initial concept concept of the 
~ 

Facility and various negotiations that have taken place over 
the past fifteen months Now that an agreement is developing 
you should be aware that members of the Working Party are 

: 

unanimous in their support to what they consider to be the â�� 
only practical solution to this difficult problem ee: 

Yours Yours Yours faithfully C : oie 

C C 
R.A.C. Jackson 

Chairman of the Asbestos Working Party 
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