
COMMENTARY - First Quarter Results

A.M. Best, one of the most recognized and respected insurance industry rating organizations, has reaffirmed PLM’s “A Excellent”
rating with a “stable” outlook.  The report was released on March 21, 2006.

The rating rationale reflects PLM’s “very strong capitalization, strong operating results and the company’s established market
presence”.  The write-up goes on to state that “Driven by management’s corrective actions that were implemented several years
ago.... the company has reported very strong operating results over the most recent five year period.  Underwriting results have
been stellar as PLM’s five-year average combined ratio approximates 95%.”

PLM has maintained a rating in the “A” category since its inception in 1895.  In our view, maintaining our financial strength, sta-
bility and strong underwriting results is crucial for our policyholders and the company’s continued success going forward.

reaffirmed our “A Excellent” rating.  Our
westward expansion seems to have begun to
root nicely, and we are making very tangible
efforts in cleaning up the policy processing
backlog.

We are looking forward to another great
year! So if you are not thinking wood, why not take a
moment to consider your new business efforts and think about
spending some time in the wood niche. With a hit ratio at
almost 50%, your time will be well spent.

Thank you for your business and support.
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Well, the first quarter looks to be behind us.  While we will not
release our numbers until later this month, it
looks like another strong quarter for PLM
and the brokers that work with PLM and the
wood niche. We are looking at another 
combined ratio south of 100% with strong asset and
surplus growth.  Our direct written premium will be up
over 8% on the strength of great first quarter new 
business results.  Our brokers wrote 218 new accounts 
generating in excess of $5 million in new premium.  Renewal
retention was close to 90%.

We were delighted to get confirmation recently, that A. M. Best
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A.M. Best Reaffirms PLM’s ”A Excellent” Rating
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ABS Endorses PLM
The Allied Building Stores, Inc., a wholesaler of lumber and building
materials, has endorsed Pennsylvania Lumbermens Mutual Insurance
Company as their carrier of choice for their Property/Casualty insurance
program available to their members.  ABS is 100% owned by its 210 dealer
members, each of whom operates an independent retail lumber business or

home center in a twelve state area.

The group, formed in 1965 and led by their President, Laddie W. Woods, is based in Monroe,
Louisiana.  They now have members in Alabama, Arkansas, Florida, Georgia, Kansas,
Kentucky, Louisiana, Mississippi, Missouri, Oklahoma, Tennessee and Texas.  Their mission
is “to enhance its members’ abilities to compete favorably in the marketplace by reducing the
costs of goods and services that each dealer must purchase in order to operate.”

PLM now offers ten Safety Group Dividend Plans to various Trade Associations and Buying
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Joe DiFrancesco, PLM’s long
time Senior Field Representative
for the state of Florida, will be
replacing the retiring Technical
Services Representative, Rick
Ellyson.  Joe will continue to
serve the Florida territory. This
change will allow PLM to
balance both the technical and customer service
needs of our brokers and insureds in the state. 

Joe joined PLM in 1987 as a Field Representative in
Florida. During his tenure at PLM, Joe has won
three Crystal Awards for balancing new account
growth, retention, customer service and profitability.
His most recent award was in 2003.

In moving to his new capacity as Technical Services
Representative, Joe will not only bring with him his
deep knowledge and experience in the lumber niche,
but also his enthusiasm and unrelenting focus on
customer service. We are confident that Joe will
quickly establish himself in his new role and
become as valuable an asset to our insureds in a
Technical Services capacity as he was as a Field
Representative. This change will ensure that we
continue to provide you with a high level of atten-
tion and service.

Please join us in congratulating Joe and wishing him
all the best in his new position.

This past February, Rick Ellyson, our Technical Service Representative for the state of Florida retired
from PLM after 11 years of dedicated service.

Rick had an extensive background in risk management and fire safety.  He served in the United States
Air Force as a Fire Protection Specialist.  Following his military service, he served as a firefighter for
the Detroit Fire Department.  In 1974, he took the position of Deputy Fire Chief and Training Director
for the City of Troy Fire Department.  

Once he reached Florida, he was named the Assistant Fire Chief for the Spring Hill Fire and Rescue in
Spring Hill, Florida.  In 1993, he went into the private sector as an Advanced Fire Protection Specialist
for a private firm.
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We are pleased to announce the addition
of a new Field Representative in the state
of South Carolina.  Bill Harraman has joined
PLM as the Field Representative covering a
majority of the state of South Carolina.  

Bill has an extensive insurance background, spanning over twenty-five
years. He has worked for numerous agencies, as well as insurance
companies in the capacity of Account Representative, Customer
Service Agent, Territory Manager and Production Underwriter.  Bill
will be able to provide you with a high degree of service, as he has
worked on both the company and agency sides of the business.  He is
familiar with the types of issues and problems facing our brokers on a
daily basis.

Bill earned his Bachelor of Arts Degree from The Citadel in
Charleston, SC and his Master of Business Administration Degree from
National University.  In addition, he holds the Chartered Property &
Casualty Underwriter (C.P.C.U.) designation, the Associate in Loss
Control Management (A.L.C.M.) designation and the Associate in
Commercial Underwriting (A.U.) designation.  

Bill will be covering a majority of the state of South Carolina.  For
brokers in that area, Bill will be calling on you in the near future.  In
the meantime, please feel free to contact him should the need arise:

AAllll  ooff  uuss  aatt  PPLLMM  
wwiisshh  RRiicckk  aa  

hhaappppyy  aanndd  hheeaalltthhyy  
rreettiirreemmeenntt!!

BBiillll  HHaarrrraammaann
99110000  PPaarraaggoonn  DDrriivvee

CChhaarrlloottttee,,  NNCC    2288227733
PPhhoonnee::  770044..558888..77000022

FFaaxx::  770044..558888..00009900
CCeellll::  333366..440022..66882277

bbhhaarrrraammaann@@ppaalluummbbeerrmmeennss..ccoomm

DiFrancesco To Replace 
Retiring Ellyson

New Field Rep in
South Carolina

Technical Service Rep Retires

Rick’s expertise was fire safety training.  During his tenure at PLM, he was able to share his vast knowledge and experience with
many of our brokers and customers in Florida.  There is no telling how many fires or accidents he may have prevented through the
risk management services he provided during his career as a Technical Service Representative with PLM.
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Cooperatives throughout the country.  The programs return dividends to
participating members based on the loss ratio of the group.  Over the
past five years, we have returned over $5.8 million to members of these
programs.

For a complete listing of all of our plans, log on to our website at
www.palumbermens.com, go to “Industry Resources” and click on
“Special Programs”.  There you will find information on each group, as
well as links to their websites with information on other benefits and
how to go about joining the organization.  If you have a client that may
be eligible for any of the PLM plans or if you have any questions,
please contact Ellen McGurrin at 800.752.1895 x680 or via email at
emcgurrin@palumbermens.com.

Owners and Contractors Protective (OCP) Liability
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Owners and Contractors Protective Liability
policies protect the interest of someone hiring a
contractor.  This monoline policy protects an
insured’s vicarious liability, arising out of opera-
tions performed for them by independent
contractors and situations where there is general
supervision of work performed by an independ-

ent contractor.  An insured may be a business owner, an owner of
property, a tenant of property or a contractor. This
type of coverage is generally designed to provide
liability protection under a contractual arrange-
ment for a specified project.

The definition of vicarious liability, under this coverage, is
when one party is held responsible for the actions or conduct of
another party based solely upon the contractual relationship
between two parties.   For an OCP policy, the named insured,
who is a property owner, project owner, general contractor or
other contractor is held liable for the acts of a hired contractor,
sub-contractor or independent contractor who is working for or
on behalf of the insured.

Business owners or contractors often seek to cover their vicari-
ous liability arising out of work performed by independent
contractors on a separate OCP policy rather than covering this
exposure on their own Commercial General Liability (CGL)
insurance.

Business owners or general contractors are usually reluctant to
cover work or services liability arising out of the acts of
independent contractors on their own CGL insurance.  The OCP
policy is one risk transfer technique that can be implemented that
will control a potential negative impact on their loss experience
or deplete their aggregate limits as a result of claims arising from
an exposure over which they have no real control.

Vicarious liability exposure stems from injury or damage caused
by an employee under a strict employer-employee relationship

but can also be extended to liability exposures that are the acts of
non-employees.  Acts by non-employees include independent
contractors.

Vicarious liability exposures can usually fall into three
categories:

(1)   Work situations that are inherently dangerous;

(2)   Defined projects that impose non-delegable duties on the
project owner under local, state or federal law, and

(3)   Negligence of a business in hiring an incompetent 
contractor.

There are several additional risk transfer techniques where
business owners can manage their vicarious liability besides
requiring the independent contractor to buy an Owners and
Contractors Protective (OCP) Policy.  Other alternatives include
having the contractor hold the business owner harmless for loss-
es arising out of the contractor’s operations or to have the
contractor add the business owner as an additional insured under
the contractor’s CGL policy.                                       

WWhheenn  ttoo  wwrriittee
To be eligible for the OCP policy, the insured must be the prop-
erty owner or a contractor who has independent contractors or
sub-contractors performing work on their behalf.

OCP coverage is intended to be a stand alone and is not meant to
be written in conjunction with any other coverage. OCP is stand
alone monoline coverage. The policy should be used only when
a business owner or contractor requires another contractor,
sub-contractor or independent contractor to furnish protective
liability for an insured.

CCoovveerraaggee
An OCP policy provides coverage for the bodily injury or
property damage from the operations of a sub-contractor or inde-
pendent contractor, performed for or on behalf of an insured. The
insured may be a business owner, property owner or a contractor.

RRaannddyy ZZeelllliiss,,  Assistant Vice President of Technical Services
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wood is all we do.

Pennsylvania Lumbermens Mutual Insurance Company specializes in Property and Casualty 
insurance services for the lumber, woodworking and building material industries.
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The OCP policy responds to vicarious liability from the operations of an independent
contractor or sub-contractor.  The coverage extends to include the business owner or another
contractor. Ongoing or current losses and litigation, known by the insured, prior to the poli-
cy inception date are not covered under the policy. 

CCoovveerraaggee  lliimmiittaattiioonnss
OCP policy coverage is strictly limited to a specific project or contract.  Coverage ends
when the project is complete or the contract is fulfilled.  The policy is written one year at a
time and requires that the policy be renewed after one year if the project extends beyond the
policy expiration date. 

The policy does not provide insurance coverage for all of the operations and exposures of an
insured.  The policy responds only to vicarious liability situations between the insured and a
contractor. The policy coverage is very specific and is limited to a defined project or con-
tract with a specific period of time.

An OCP policy contains four exclusions. The exclusions are identical in wording to CGL
policy exclusions: 

• Expected or intended injury; 

• Workers compensation; 

• Injury arising out of employment; and 

• Pollution (there are exceptions to the pollution exclusion).

Bodily injury or property damage liability does not apply after a contractor’s work has been
completed.  The OCP policy is the project owner’s vicarious liability.  The OCP policy does
not extend coverage when the project owner’s own negligence is the cause.
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