
City school board expected to settle

lawsuit against insurance company

Tuesday, March 23, 1999

By Carmen J. Lee, Post-Gazette Education Writer

The city school board is expected to vote tomorrow to accept $975,000
as a settlement of the district's breach of contract lawsuit against an
insurance company.

In 1994, the district sued National Union Fire Insurance Co. of
Pittsburgh, a subsidiary of American International Group, after the
company refused to cover the cost of the district's settlement in a 1992
sexual molestation case.

The district paid $425,000 to settle the civil rights complaint filed on
behalf of a Milliones Middle School student against the district, Delphina
Briscoe, who was the school principal at the time, and Rudolph B. Walls,
a parent who was a member of the school's parent-teacher organization.

The youth accused Walls of molesting him at the school. Walls was
convicted of indecent assault and corruption of a minor in connection
with the case. Walls, who at the time was on parole for a similar offense
in North Carolina, was sentenced to one to five years in prison.

The settlement the district will receive from National Union will cover
the amount of the district's settlement and also take care of the district's
legal fees and other expenses, with some money left over, though that
amount has not been calculated, said Robert B. Smith, one of the
attorneys who represented the district in the case.

Smith, of the Downtown firm of Leven Surloff Smith & Cohen,
commended the board and district Solicitor Robert Stefanko for being
tenacious in holding their ground against National Union, even though it
was represented by one of the largest law firms in the state, Dechert
Price of Philadelphia.

Stefanko had been extremely thorough in sending letters to National
Union, pointing out where it was wrong in contending that the district's
policy did not cover allegations of criminal acts or bodily injury, Smith
said. The district had countered that it had been accused of negligent
supervision, which was not excluded in the policy.

Because the insurance company did not consider or reply to Stefanko's
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letters, the solicitor's documentation was useful in building a case that
the company had acted in bad faith, Smith said.

The board's refusal to accept initial settlement offers of $100,000 and
$200,000 demonstrated courage, he said.

"The board had the guts to say no to these people," Smith said. "It was
like David and Goliath."

Allegheny County Common Pleas Court had dismissed the case at the
insurance company's request, but last year a panel of Superior Court
judges sent it back to Common Pleas Court. The judges said National
Union had a contractual duty to represent the district. The state Supreme
Court also refused to hear the insurance company's appeals.

National Union then offered the district $425,000, but the board stood
firm and the case was scheduled to go to trial in May, Smith said.

The $975,000 settlement the board will vote on tomorrow came after
district officials submitted the dispute to mediation at National Union's
expense.
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