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KATRINA STRIPPED the walls to the studs and smashed the window blinds on the first floor of a year-old
home in the New Desire development. A mirror that survived reflects further damage.

Stonewalled!

A New Orleans real estate risk manager files a
huge claim, only to find that settlement is still
months away. By Franklin Horowitz

Perhaps Interstate Realty’s Bill Geddes
said it best. In the affordable housing
developer/manager’s 33-year history
he never experienced a claim this
massive—more than $30 million. The
size dwarfed any previous claim the
controller and risk manager had ever
experienced by almost $25 million.
From an adjuster’s viewpoint the
dollar value of this claim is only part
of the resurrection of this 98-acre
piece of New Orleans’ Ninth Ward. The
complexity and sheer magnitude of the
damage spread among three housing
developments—two were completed
and one was about 45 percent done—
could only be described as surreal, as if
it had rained for 40 days and 40 nights.
Why was one roof completely blown
off while others were pretty much intact
with just a few shingles missing? How
did a heavy timber dock from a half-
mile away end up hitting that house?
This destruction begged the
question: What is a total loss? The
answer, from an adjuster’s point of view,
is when it will cost more to repair than
to tear down and rebuild, roughly 85 a
square foot more. However, that’s not
necessarily how insurers viewed this
claim, insisting that their adjusters and
engineers believe the homes can be
saved with some remedial work.
Fortunately, Interstate had the right
coverage. The National Flood Insurance
carrier paid its claim fairly quickly,
about $13 million. Interstate’s first layer
of property/casualty coverage had a
5 million limit, but that was backed
by a $145 million excess policy. A 832
million builder’s risk policy, a separate

claim, covered the portion of the project
that was still under construction. So the
claims didn’t exceed the coverages.

To hasten the claims settlement,
within the first week after Katrina, we
calculated the preliminary reserve to
bring the insurers up to snuff, and asked
for the first advance for the emergency

fixes to avoid further damage.

In figuring this out, we asked lots
of questions, such as: Will the insured
rebuild? If it does but with some
changes, will that affect the insurance
recovery”? In the very early stages, the
architects’ and engineers’ message was
loud and clear: The buildings should be
torn down. That laid the foundation for
the coming “he-said-she-said” process.

Initially, we presented down-and-
dirty reserve requests to all the primary
insurers, giving a breakdown of all the
costs and expenses. At that point for
the preliminary reserve we estimated
the damage at all Interstate properties
affected by Katrina at $30.3 million
on building damages. Based upon our
anticipated construction time frame,
we also estimated damages of about $1
million for business-interruption claims,
a figure that was ultimately revised
higher as the claim process dragged on.

Within six weeks of the hurricane,
we presented our more extensive
request for $1 million to cover
emergency expenses at all the
properties, customized for each
adjuster, with a punch list of damage,
along with photos and basically every
detail an adjuster would need to make a
claim decision. Weeks later, the primary
insurance company cut us an advance
check for $250,000, a quarter of what
we had requested, and just enough to
cover the emergency expenses and
nothing else. The builder’s risk carrier
advanced $100,000.

By the end of January, we submitted
our formal claim for nearly $24 million
for the two completed properties,
including business interruption, and
$10 million for the builder’s risk claim.

Our claims painted such a complete
picture, they made it easy for the
carriers to decide. Unfortunately, they
didn’t agree with our conclusions, and
the primary carrier ordered its own
engineering report.

We waited for more than three
months for that report, and what we
received put us right back where we
had started from. It recommended
repairs on the major buildings for
roughly half of our estimate—#11
million—unchanged from the initial
report issued seven months earlier.

Of course, a dispute over a claim
is nothing new. Even though flood
damage was pretty obvious, with water
lines nearly 10 feet high, it was also
clear that the homes had been racked
by the winds as much as they were
slammed by the flood waters.

So it became a chicken-or-the-egg
debate. Katrina’s winds at landfall had
been clocked at 140 mph, and the
buildings had been built to withstand
130 mph winds, but the gusts far
exceeded that. Consequently, there
were some major structural and
flood-caused air quality/mold issues,
at the very least. The wind loosened
the connections on the second floor,
screws, nails and the like. That made
the buildings unsafe and dangerous,
especially if and when another
hurricane blew through. Remember
that Rita raged less than a month later.

Our conclusion was that the homes
were a total loss and needed to be torn
down and rebuilt. The architect and
engineer who originally designed the
buildings agreed with us. In fact, they
said they wouldn'’t sign off on repair
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INSURANCE COMPANY SOFTWARE

Below are paid listings of specialty software packages for the insurance companies, risk managers and brokers. This
guide is not intended to be a complete directory but is an overview of some of the packages available. Suppliers
themselves have provided this data. To obtain more information on any of the programs listed, please select the
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NAME & ADDRESS

Delphi Technology Inc.
125 Summer St., 19th floor
Boston, MA 02110
www.delphi-tech.com
(617) 259-1263

Rating & Policy Management
csc

Primary Reinsurance Company System

PRODUCT/DESCRIPTION

OASIS Re is a comprehensive, browser-based, ceded
and assumed reinsurance system that handles
reinsurance calculations and billing. OASIS Re also
handles reporting.

CSC’s policy administration solution offers

REQUIRED

.NET

Connects to acctg. software

Online documentation
Screen customization
Check printing capacity
Custom programming
Ad hoc report generation

YRS. IN BUSI.

30/
15 Yrs.

Integrates with claims, policy, financial and risk
management modules, also reporting and data
warehouse.

Thousands /

Sacramento, CA 95834
www.unify.com
(800) 669-4402

Reinsurance for Ceding Companies

Fiserv Insurance Solutions
2110 Wiley Blvd. SW
Cedar Rapids, IA 52404
www.fiservinsurance.com
(800) 943-2851

Fiserv Reinsurance Solutions automate the
administration of ceded assumed and retroceded
business, enabling insurers, reinsurers and brokers to
gain more profit from their reinsurance programs.

200 West Cesar Chavez comprehensive premium accounting, multi-state 30+ Yrs.
Austin, TX 78701 rating and underwriting functions for multiple lines of
www.csc.com/riskmanagementclaims business, including workers’ compensation,
(8005 345—7672 commercial lines and personal lines.
Delphi Technology Inc. OASIS Policy Management allows users to easily Windows 30/ | | | | | | | | | | | | | | | |
125 Summer St., 19th floor manage, write and issue policies. OASIS calculates a UNIX 15 Yrs. bl il B Bl B B G B B B B B N e B B e B B
Boston, MA 02110 policy instantly, with multistate capacity and user- Integrates with claims, financial and risk
www.delphi-tech.com friendly functions. management modules, also reporting and data
(617) 259-1263 warehouse.
INSTEC Comprehensive commercial lines rating & policy Windows 40/ | | | | | | | | | | | | | |
1811 Centre Point Circle, Suite 115 administration for auto/garage, BOP, CPP, workers’ .NET 25 Yrs. ®[(0(® o (oo o e(0|0 00 o ot
Naperville, IL 60563-2604 compensation, umbrella and specialty lines.
www.instec-corp.com
(630) 955-9200, ext. 6325
InsureWorx Inc. InsureWorx PowerSuite is a component based fully UNIX 23/ | | | | | | | | | | | | | | | |
4601 DTC Blvd., Ste. 200 integrated policy and claims insurance software J2EE 25 Yrs. o ®|0 |0 0 o ®|0 0|00 (0|0 0 0|0 0
Denver, CO 80237 solution providing end-to-end core-processing for
WWW.iNnsureworx.com workers’ compensation and other property/casualty
(800) 439-5580 Mize:
OneShield Inc. OneShield is a leading provider of browser-based Linux 5/ | | | | | | | | | | | | | | |
300 Friberg Parkway, Suite 200 solutions that automate the sales and service of J2EE 6 Yrs. bl il Bl Al B B ®(®[® 0 0 0 0|0 0 ®
Westborough, MA 01581 insurance and bond products for P/C carriers, major Automated underwriting and workflow,
www.oneshield.com brokers and MGAs. Our flagship product, Dragon®, is a configurable rate engine, customized user

data-driven, tools based solution. interface, data transformation tool.
P&C Insurance Systems Inc. CompVision automates the entire workers’ Windows 40/ | | | | | | | | | |
111 Broadway, 17th Floor compensation processing cycle with multi-company .NET 26 Yrs. S[(o[(®[o[e[e e (0|00 0 o0 |0 o
New York, NY 10006 50 state rating, quotation, policy issuance & Integrated forms engine, NCCI reporting,
WWW.pcisvision.com administration, claims management, fully integrated imaging and workflow automation.
(212) 425-9200 accounting and reporting functions.
Ravello Solutions Ravello delivers advanced technology solutions J2EE NA / | | | | | | | | | | | | | | |
1200 Ashwood Parkway, Suite 500 necessary to compete in the commercial lines sector Windows 7 Yrs. ®(o]|e|® o]0 0 0|0 0 0 0o o o
Atlanta, GA 30338 by substantially diminishing the time and effort Patent-pending policy timeline and versioning;
www.ravellosolutions.com involved in policy administration. Ability to conduct audits including out-of-
(770) 508-1476 sequence endorsements.
Unify Insurance Risk Management Unify NavRisk is a Web-enabled policy administration | .NET 13/ | | | | | | | | | | | | | | | |
2101 Arena Blvd. and underwriting software solution. J2EE 5Yrs bl il il C © bl el el Bl Bl B

Windows
iSeries/OS 400

100 /
20 Vrs. LN [ ] LN L N J

Irvine, CA 92606
www.stratacare.com
(800) 585-3347

integrated link to managed care activity and
ImageManager with eReview for document
management and for bill review.

Guidewire Software Inc. Underwriting & Policy Administration System 22/

2121 S. El Camino Real, Third FI. Guidewire PolicyCenter™ is a system that helps 4 Yrs. bl bl B B A B R R ®j|0 0 00 0

San Mateo, CA 94403 insurers improve accuracy and efficiency, increase Business rules; nondestructive upgrades; role-

www.guidewire.com premiums at lower loss cost and expense, and respond based permissions; 100 percent Web interface.

(860) 784-2150 flexibility to business opportunities.

JW Software Inc. Risk Management Software: JW Software Inc. .NET 90/ | | | | | | | | | | | | | | |
12300 Old Tesson Road, Suite 400 B develops, markets and supports browser-based claims 16 Yrs. R | | |l e el e e R A @ [ @ | @[ ©
St. Louis, MO 63128 administration software for the management of Imaging, business rules automation.

www.jwsoftware.com commercial claims, including workers’ compensation,

Steve Ritley - (440) 519-1730 L, LD Gl RSB

StrataCare Workers’ Compensation Bill Review: StrataWare is an Windows 60+ / | | | | | | | | | | | | | | | |
16800 Aston, 2nd FI. Internet-based national bill review software with an .NET 8 Yrs. O] © all Il Bl s bl il el s ©

Scanning, OCR, data extraction, KFIl, document
management and paperless electronic bill
review without human intervention.
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work only. Wind versus flood is one of the most diputed issues in any hurricane claim.
The trick is to determine the insurance causation doctrine. Did one covered peril
cause an uncovered one? Did they happen simultaneously? Were they unrelated?
According to my team of engineers, architects and contractors, it seemed perfectly
clear to us that the wind hit the buildings first, structurally damaging the buildings
even beyond visible wind damage. This doesn’t seem to be a concern for the property
insurers. Instead, their solution was to repair the buildings by removing the supporting
walls on the first floor one at a time while bracing the second floor, and putting the
homes up on stilts. Because the insurers didn’t believe there were any structural
problems on the second floors, they prescribed cosmetic repairs, such as painting and
replacing the carpets. They reasoned that the wind gusts probably weren'’t as strong
where these homes were located, about a half mile from the coast. Meanwhile, our
engineer believed the only way to repair the second floors would be to strip the walls
down to the studs so all the fasteners could be fixed, more expensive than rebuilding.
So now we're negotiating with the insurers. Negotiating a claim is a very delicate
process with many steps. You can't just barge in like a bull in a china shop and make
demands. Instead, we chose to finesse the outcome with cooperation and follow up
with phenomenal documentation, using their own data to contradict their findings.

For example, the insurers’ engineers made assumptions based upon generalities,
relying on average wind speeds said to be in the neighborhood. All the homes didn’t
suffer the same kind of damage. The meteorologist we brought in confirmed that
wind gusts in the neighborhood exceeded 145 mph. That was our approach, making
reasonable comparisons between our experts’ opinions and theirs by taking their
facts and presenting them in a different light. By focusing specifically on a half-dozen
issues, we were able to make valid comparisons. For example, after our mold expert
measured every home, he determined that all the homes flunked the industry’s
accepted moisture content test, a far different conclusion than the insurance
company’s engineer’s report. As of this writing, after eight months of wrangling over
the claim, and despite Interstate’s aggressive stance and our best efforts, we're no
closer to a settlement. However, we'll be starting face-to-face negotiations in a couple
weeks. Still, there are many questions to be answered. If we do accept the insurers’
settlement and repair the buildings as they've recommended, are they willing to
guarantee the results? Will they accept the liability for future bodily-injury claims
due to mold exposure, or structural failure? And, perhaps most
interesting, will they pay the claim again if the buildings have
to be torn down anyway even after they’re repaired? Hopefully,
we'll get our answers sooner rather than later.

FRANKLIN HOROWITZ, a public adjuster and loss advisor, is the

CEO of Claims International, based in Vioorhees, N.J. He has managed
Interstate Realty’s property losses for several years. He can be reached at
riskietters@lrp.com.
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