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FALL 2015 

  The ARCO annual meet-

ing in May was very pro-

ductive, as well as fun. In 

addition to informative 

sessions, there was time 

for fun, including going to 

the Smokehouse Brewery 

with family members for 

dinner.  

  We look forward to a 

great time in San Diego in 

2016.   

ARCO session a success 
Members, 

family had a 

great time in 

Charleston 

ARCO members at annual meeting 
 Scott and Christine Doyle, Transtar Technical Services Inc. 

 Terry and Dale Sluzewski, Essential Insurance Services 

 John Reggero, TIS 

 Dave Tobias, RSI 

 Derek Smith, Cox & Smith 

 Greg Dunphy and Walt Paulekas, UIS Group 

 Judy and Curtis Carson, Cal West Inspection & Audit 

 Brian McKendry, JMI Reports 

 Scott Marne, Accu Audits 

 John Henebry, Pacific Inspections 
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ARCO family remembers  

Mel Tobias 
  It is with much sadness that we mourn the death of our friend, Melvin Albert Tobias -- “Mickey” to his family -- who 

passed away peacefully on July 3, 2015 after a courageous battle with diabetes and heart failure. He was 77. 

  Mel was born on March 14, 1938 in Chi-

cago, IL to his parents, Jerome and Beatrice 

Tobias. He served at 5th Army Headquarters 

in Chicago before starting his career by 

founding a company that made some of the 

first vehicle alarm systems.  

 He moved to California and went on to de-

sign and sell commercial laundry systems. 

He then took on the challenge of building his 

own companies, Research Specialists, Inc., a 

property insurance inspection business and 

Pacific Rim Investigations for workers com-

pensation.  

He was proud that the business operations 

are still thriving after 43 years and that his son David had joined him in business and is now the company president and also 

active in ARCO.  

  Many in the insurance and inspection industries recognized Mel as an innovator, being the first to computerize insurance 

reporting. Both business colleagues and friends enjoyed his gregarious and inquisitive personality, his interest in others and 

his willingness to help. In 1977 he met his loving wife, Patricia (Trish) in Foster City, CA and they married the next year 

and welcomed their daughter and son a few years later. In addition to being a doting father to his children, he had a great 

love for the many Schnauzers that were welcomed into the family. Mel and Trish had a loving marriage for 37 years. 

  Besides work, Mel loved to travel and had memories of his father taking his family on road trips across the United States. 

He enjoyed visiting his beloved sisters and their families in Chicago. He was especially drawn to the water and as a child, he 

speed‐skated on Lake Michigan. As an adult, he loved to swim and be near the sea. From a young age, Mel also enjoyed 

taking photographs and was a contributing photographer to the Chicago Tribune at the age of 16. 

  In addition to his wife, Patricia Tobias, he is survived by his sisters and brothers‐in‐law, Anita and Donald Silvertrust; 

Renee and Burton Field; his daughter and daughter‐in‐law, Wendy Tobias and Andra Kimball; and his son and daughter‐in‐

law, David and Kate Tobias; and his many cousins, nieces and nephews. Mel also had a great relationship with his sister‐in‐

law and her husband, Cyndy and Dennis Bills; and his brother‐in‐law, Phil Hanrahan.  
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Does having an LLC avoid liability in a lawsuit? 
 — From “Litigation and Trial Lawyer Blog” 

  Among the many creative “legal” ideas floating around on the internet is: “If you set up an LLC for yourself and conduct all 

your business through it, the LLC will be liable in a lawsuit but you won’t.” 

  Recently, I was asked if this “asset protection strategy” worked. No, it doesn’t. Conducting your personal business through an 

LLC provides no protection against a tort verdict, the type of liability that most people are worried about. The use of corporate 

forms — like LLCs, S-Corporations, or Incorporation — has many important purposes, but avoiding personal tort liability for 

your own conduct is not one of them. 

  To see why, let’s start with some background: 

  What’s a Tort? 

  “Tort” is the Norman word for “wrong.” There are three main types of legal wrongs: criminal wrongs, contractual wrongs, 

and tort wrongs. A “criminal” wrong is an offense against the state: we as a society made it illegal to smoke pot, you did it any-

way, here’s your punishment. A “contractual” wrong is a failure to do something you agreed to do: I gave you $20 to mow my 

lawn, you didn’t do it, I want my money back. Everything else is a “tort” wrong. The most common tort is “negligence,” which 

includes most lawsuits, like car accidents, medical malpractice, or slip and fall. In negligence, you had a general duty to do some-

thing in a reasonable way (like drive your car safely) and you messed up, so you have to pay for the harm you caused. Another 

type of “tort” is an intentional tort, like defamation or tortious interference with business relations: you purposefully hurt me, so 

you should pay for the damage. 

When most people say they’re worried about “getting sued,” they’re usually talking about being responsible a large tort verdict 

arising from a catastrophic injury or wrongful death.  

  What’s an LLC? 

  A limited liability company is a type of business association recognized by state and federal governments as a legal entity inde-

pendent of its owners and employees. On behalf of the owners, the company can, for example, own property and enter into con-

tracts. If you set up an LLC for yourself and conduct all your business through it, the LLC will be liable in a lawsuit but you 

won’t. For our purposes here, we do not need to go into the differences between a limited liability company, an S-corporation, 

full incorporation, or a limited partnership. (I exclude general partnership and sole proprietorship because neither claims to limit 

liability at all.) All of them serve the same basic purpose, which is to protectinvestors from incurring any liability greater than the 

amount they invested into the company.  

The Economist described the purpose of limited liability a couple years ago: 

 Before limited liability, shareholders risked going bust, even into a debtors’ prison maybe, if their company did. Few 

 would buy shares in a firm unless they knew its managers well and could monitor their activities, especially their bor-

rowing, closely. Now, quite passive investors could afford to risk capital—but only what they chose—with entrepreneurs. This 

unlocked vast sums previously put in safe investments; it also freed new companies from the burden of fixed interest debt. The 

way was open to finance the mounting capital needs of the new railways and factories that were to transform the world. 

  How does tort liability work in the context of an LLC? Most everyone knows, although not by name, “vicarious liability” and 

“the doctrine of respondeat superior.” If, in the course and scope of your employment, you  
See LLC, Page 7  
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The Rise of the Gig Economy  
By Gerald Friedman 

Dollars and Sense, March/April 2014 

  Growing numbers of Americans no longer hold a regular “job” with a long-term connection to a particular business. Instead, 

they work “gigs” where they are employed on a particular task or for a defined time, with little more connection to their em-

ployer than a consumer has with a particular brand of chips. Borrowed from the music industry, the word “gig” has been ap-

plied to all sorts of flexible employment (otherwise referred to as “contingent labor,” “temp labor,” or the “precariat”). Some 

have praised the rise of the gig economy for freeing workers from the grip of employers’ “internal labor markets,” where ca-

reer advancement is tied to a particular business instead of competitive bidding between employers. Rather than being driven 

by worker preferences, however, the rise of the gig economy comes from employers’ drive to lower costs, especially during 

business downturns. Gig workers experience greater insecurity than workers in traditional jobs and suffer from lack of access 

to established systems of social insurance. How Big Is the Gig Economy? Special surveys by the Bureau of Labor Statistics in 

1995, 2001, and 2005, and by the General Accounting Office in 1999, yielded widely varying estimates of the scale of the gig 

economy. The GAO estimated that as many as 30% of workers were on some type of contingent labor contract, including 

some categories of workers (self-employed and part-time workers) who are not counted as contingent workers by the BLS. 

Using the narrower BLS definition, 12% of workers were on contingent contracts in 1999 . 

  There Are Many Types of Contingent Workers: Contingent workers are employed throughout the economy, in all industries 

and in virtually all occupations. Using the BLS definition, which includes independent contractors, temporary workers, on-call 

workers, and workers provided by contract firms, contingent workers made up over 11% of the labor force in 2005. Some con-

tingent workers do low-wage work in agriculture, construction, manufacturing, retail trade, and services; others are employed 

as highly paid financial analysts, lawyers, accountants, and physicians. 

  Adjunct and Part-Time Professors Are Now a Majority of College Faculty: While many people may think of “day laborers” 

in construction or office “temps” when they think of contingent workers, few occupations have seen as sharp an increase in 

contingent labor as teaching in higher education. Adjunct and part-time professors now account for the great majority of col-

lege faculty nationwide. Tenured and tenure-track faculty now comprise less than a third of the teaching staff, and teach barely 

half of all classes. Colleges and universities hire adjunct faculty because they make it possible to more precisely match faculty 

to the demand for classes, and because adjuncts are paid substantially less. 

  Why Employers Prefer Contingent Workers: Employers prefer contingent labor because it is more “flexible.” Workers can be 

laid off at any time in response to a decline in sales. Employers can also pay contingent workers less by not offering benefits. 

By treating many contingent workers as independent contractors, employers avoid paying for government-mandated benefits 

(the employer’s half of Social Security, unemployment insurance, workers’ compensation, etc.). They also usually exclude 

contingent workers from employer-provided benefits such as health insurance and pensions. Counting wages and benefits, 

contingent workers are paid substantially less than workers in traditional jobs and are left much more vulnerable to illness or 

economic downturns.  
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ACE acquires Chubb for $28.3 billion 

ACE and Chubb 

July 1, 2015 

    

  In a major transaction, ACE Limited has agreed to acquire The Chubb Corp. for $28.3 billion in cash and stock. 

  The two firms said the combined company will have complementary businesses, skills and distribution and greater growth and 

earnings than the two companies separately. 

  The balance sheet’s size and strength will elevate the combined company into the elite group of global P/C insurers. As of De-

cember 31, 2014, on an aggregate basis, the combined company had total shareholders’ equity of nearly $46 billion and cash, 

investments and other assets of $150 billion. 

  The combined company will use the Chubb name. The boards of directors of both companies have approved the deal. 

  Under the terms of the transaction, Chubb shareholders will receive $62.93 per share in cash and 0.6019 shares of ACE stock. 

Based on the closing price of ACE stock on June 30, 2015, the total value is approximately $124.13 per Chubb share, or $28.3 

billion in the aggregate. This is the equivalent of $125.87 per Chubb share using ACE’s 20-day volume weighted average share 

price for the period ending June 30, 2015. 

  Upon closing of the transaction, ACE shareholders will own 70 percent of the combined company, and Chubb shareholders will 

own 30 percent. The consideration represents an approximately 30 premium to Chubb’s closing price of $95.14 on June 30, 

2015. 

  Together, ACE and Chubb believe they will create a global leader in commercial and personal property/casualty insurance, with 

a balance of products  and a product mix with reduced exposure to the P/C industry pricing cycle. 

  They also said the combination will create efficiencies that will allow for investment in people, technology, products and distri-

bution. 

  “We are thrilled to announce the acquisition of Chubb, a venerable company with a great brand,” said Evan G. Greenberg, 

chairman and CEO of ACE Limited. “This transaction advances our strategy in a meaningful way and represents an outstanding 

opportunity to create significant value over a reasonable period of time for both ACE and Chubb shareholders. We are combining 

two great underwriting companies that are highly complementary. We will make each other better and create a unique company 

in a class of its own that has greater growth and earning power than the sum of the two companies  

separately.” 

  John D. Finnegan, chairman, president and CEO of Chubb, called the deal a “compelling transaction” for all Chubb and ACE 

stakeholders. “The combination brings together two highly respected and successful companies with complementary capabilities, 

assets and geographic footprints,” he said. 

  The combined company will be led by Greenberg as chairman and CEO. Finnegan has agreed to serve as executive vice chair-

man for External Affairs of North America and will assist with integration. The company’s board will be expanded from 14 di-

rectors to 18 directors with the addition of four independent directors from Chubb’s current board. 

  Chubb will continue to operate under its name while the combined company transitions to operate under the Chubb name glob-

ally. The combined company will remain a Swiss company with principal offices in Zurich. 

  The announcement said Chubb’s headquarters in Warren, New Jersey, will house a “substantial portion” of the headquarters 

function for the combined company’s North American Division and ACE will continue to maintain a significant presence in 

Philadelphia, where its current North American division headquarters is based. 

  In the United States commercial lines business, ACE serves industrial commercial, multinational and upper middle market com-

panies with distribution substantially through a major brokerage presence. Chubb is primarily  

See CHUBB, Page 7  
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Released by the State of Alaska  

Department of  Labor and  

Workforce Development 

  ALASKA — Employee misclassifi-

cation Uber Technologies, Inc. and 

Rasier, LLC (Uber) have entered into 

a settlement agreement to pay $77,925 

to the state and stop operating in 

Alaska unless or until they comply 

with state law.  

  The Department of Labor and Work-

force Development’s Workers’ Com-

pensation Division brought Uber be-

fore the Alaska Workers’ Compensa-

tion Board because Uber was misclas-

sifying driver employees as independ-

ent contractors, which is contrary to 

the Alaska Workers’ Compensation 

Act. Misclassifying employees allows 

companies like Uber to avoid paying 

unemployment insurance, taxes and 

workers’ compensation premiums. The 

Uber settlement is part of a broader 

state and federal effort to reduce 

worker misclassification fraud.  

  According to the National Confer-

ence of State Legislators, worker mis-

classification is the practice of misla-

beling employees as independent con-

tractors, or inaccurately classifying 

employees in lower paying job catego-

ries, in order to avoid paying state and 

federal taxes.  

  “By requiring Uber to comply with 

state laws, we are sending a very clear 

message that the State of Alaska will 

not tolerate worker misclassification 

fraud,” said Commissioner Heidi Dry-

gas. Uber has agreed not to operate in 

Alaska unless it classifies drivers as 

employees or otherwise complies with 

state law. The $77,925 in settlement 

funds were paid to the Alaska Work-

ers’ Compensation Benefit Guaranty 

Fund, which covers uninsured injured 

worker claims when non‐compliant 

employers fail or refuse to do so as 

required by law.   

  The Uber settlement is part of a 

growing trend in which states and the 

federal government are working to 

stop misclassification, which deprives 

workers of health and labor rights pro-

tections. Worker misclassification also 

defrauds the state and federal govern-

ment of tax revenue, costing taxpayers 

billions of dollars while leaving work-

ers vulnerable to on‐the‐job injuries. 

Alaska state departments and the 

United States Department of Labor are 

working together to improve enforce-

ment and prevent misclassification 

fraud.  

UBER settles over misclassification 
Company agrees to stop operations, pay nearly$78,000 to Alaska  

“By requiring Uber to comply 

with state laws, we are sending a 

very clear message that the State 

of Alaska will not tolerate worker 

misclassification fraud.”  

— Heidi Drygas, 

Alaska commissioner 
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cause someone else harm, then your employer is liable for your conduct. 

  Here’s what you probably don’t know: 

 An agent is subject to liability to a third party harmed 

 by the agent’s conduct. Unless an applicable statute  provides 

otherwise, an actor remains subject  to\liability although the actor acts as 

an agent or an  employee, with actual or apparent authority, or within 

 the scope of employment. 

  An “agent” is a broader definition of “employee.” It’s anyone acting on 

behalf of the company. 

  Let me reiterate what that all means: the general legal rule across the 

country is that individuals acting on behalf of a company are personally 

liable for their tortuous conduct, even if they did so on behalf of the com-

pany. 

  Let’s go back to your personal LLC. Assume you hit a pedestrian with a 

car, defame someone in a blog post, or cause a building fire. It doesn’t 

matter if you were “employed” by your LLC when you did it — you will 

still be personally liable, as will the LLC that “employed” you. 

  Thus, in order to “protect your assets,” you need to put enough money 

into the LLC that it can completely pay any tort judgment against you, or 

else the injured person can go for your assets long after it has bankrupted 

the LLC. That just defeats the nominal purpose of the LLC (to avoid li-

ability), since you’ll have to pay the same amount anyway, just through 

the LLC. 

  There are plenty of reasons for setting up an LLC, such as protecting 

investors, limiting contractual liability, limiting liability arising from 

employee’s conduct, and a host of business and tax uses, but avoiding 

personal liability for your own conduct isn’t one of them.  There’s an 

easier and more effective way.  

  Buy good personal liability insurance and buy an umbrella liability in-

surance policy. If you’re running a business, buy a good business insur-

ance policy (including liability) and an umbrella policy for it, too. If your 

business is unusual, or  you’re worried about a particular risk, look for 

risk-specific insurance, like media policies which cover defamation. 

Don’t skimp — get at least $1 million in coverage, or more depending on  

your own risks.  

  Then you will be covered for most tort verdicts. No trickery needed, just 

some money and foresight. 

LLC continued from Page 3 CHUBB continued from Page 5 

a middle-market commercial, specialty and surety 

insurer with a broad product portfolio and a major 

agency presence. In personal insurance, Chubb is 

a leading provider of personal lines coverage to 

high net worth customers in the U.S. while ACE 

also has been focused on these customers. 

  Outside the U.S., ACE is a commercial insurer 

with a presence in 54 countries. Chubb’s has op-

erations in 25 countries. ACE has a leading mar-

ket position in global accident and health (A&H) 

and both companies offer complementary per-

sonal lines offerings in Canada, Europe, Asia and 

Latin America. Both companies offer professional 

lines globally. 

  “We will be well balanced with greater presence 

and capabilities in product areas that have less 

exposure to the commercial P&C cycle,” said 

Greenberg. “We have complementary product 

strengths – where one of us is not present, the 

other is. Where one of us is strong, the other is 

even stronger. Where there is overlap in product, 

generally one of us is more present at the large 

end of the corporate market while the other is 

serving the smaller or mid-market segment. 

  Greenberg said the data and insight the two will 

gain from their respective skills and experience 

will allow them to do more. He said, Chubb will 

enhance ACE’s ability to serve the upper middle 

market, while ACE will provide more products to 

serve Chubb’s middle market clients,. Their com-

bined strengths will enable them to pursue the 

small and micro markets globally. 

  “Finally, we will benefit from each other’s com-

plementary cultures, including a shared passion 

for underwriting discipline and outstanding claims 

service,” Greenberg said. 

  It is expected that the transaction will be accre-

tive to earnings per share and book value, and by 

year three, the transaction will be accretive to EPS 

on a double-digit basis and will be accretive to 

ROE. It is anticipated the ROI will exceed ACE’s 

cost of capital within two years, result in a double

-digit return by year three, and tangible book 

value per share will return to its current level in 

three years. 
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The LAST, Last Word 

Unsolicited (and maybe unread)  

comments from the temporary editor 
  — Brian McKendry, ARCO interim editor 

  Well, I hope everyone had a fun and productive summer!  I know in our business, summer is always our busiest part of the 

year.  Insurance companies are turning on the inspection spigot to get in surveys before the winter months bring snow to the 

roof tops —  at least here in the Midwest part of the country!  We have been busy with this and the usual summer vacations, 

etc. 

  In this edition of the ARCO Flash, we are sad to announce the passing of one of our elder statesmen, Mel Tobias.  Personally, 

Mel will always hold a special place for me as he was one of the first guys I met at the New York City meeting.  We hit it off 

immediately.  Mel was always very gracious with his time and his knowledge of the inspection industry.  I would call Mel on 

various topics, and he always shared his thoughts with me, even the occasional strategy or marketing idea.   

  The ARCO concept of friendly competitors was alive and well with Mel Tobias.  I also always got a kick out of his pontifica-

tions at the ARCO meetings.  He could wax eloquent with the best of them!  I am glad to see David step up over the years in 

the family business and his success will reflect the integrity and hard work Mel exhibited. 

  In keeping with current discussions of Independent Contractors vs. 

Employees, I have included some updated materials in this edition on 

the “GIG” economy, the continuing problems UBER is facing, and an 

interesting article on LLC’s as many of our inspectors are  

becoming LLC’s. 

  Other information on our 2016 ARCO meeting in San Diego.  While 

we don’t have a date as of yet, that and other details are forthcoming.   

  We had a very nice meeting in Charleston, SC this past May.  The 

weather was absolutely perfect and the city was a fantastic destination.   

  We hope to have a great turnout in San Diego!  Certainly the 

weather will be perfect!  

  Happy Holidays to everyone…. 
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