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TO: THE CITY COUNCil. I CUJNC ..... ~!!:1.71."-C 0,.\T~: 

FRO.\' THE CITY MANJ\GER'S OFfiCE I J--1·: ~ 1Q8.., • u_.__.., ~, ·--" I 

SUoJECi: Rene•,.,ral of ~>Jorkers 'Cor:me:r:sation 3rd. ~)arty !1dmiJ;istrator -
Fis~al Year 19&7-88. 

Pt:tSSO 

RECOM.HENDED ACTION: That the City Counci:i.. approve and authorize the execution 
of the renewal of an agreement with Leonard J. Russo Insurance Services, Inc. 
for W0rkers' Compensation claims administration for 1987-88. 

BACKGRCUND 
INFORMATION: Submitted for City Council r(:view is the contract ~enc\val for 
Leonard J. Russo Insurance S0rvices Inc., Workers' Compensation Claims 
Administrator for the 198?-88 contract year. L.J. Russo is requesting a modest 
increase of 2% over the present cost of S25,599 and $149.80 per claim 0ver 
171. 

The l987-8h proposed fee for the 1987-88 contract year is $26,110 for the first 
171 claims witi1 -:!>e excess claims to be billed at the rate of $152.69 per 
claim. The overall increase amounts to an additional $511.00 for 1987-88. 
It should be noted that there has been no renewal increase since July, 1985. 

As of June 12, 105 new claims h~ve been filed for l986-e7 in which 61 claims 
are medical only and 44 claims are for indemnity (lost time) • We currently have 
a total of 129 open claims on file and being worked by L.J. Russo staff. The 
1986-87 contract year marks the close of the City's fou~th year with L.J. 
Russo as the City's Third Partv Administrator for Workers' Compensation. 

I am pleased to inform the City Council that the level of service from Russo 
has been excellen~. We have been successful in closing several old cases 
this year and we are currently working to improve the Claims Reporting and 
CAL-OSHA computer ret-'orts. 

-- --;;,:__ I ·, <""::_____ - .,.__ / i • - l 

·----r~ <. / .;J~-
W{lliam M. Hinkle -

\ Personnel Officer 
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JA,\A(\ W f'INKlRTON. ;r 
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."-;. Mc.ra Rigel 

LOOI. CALIFORNIA 95241-l<JiO 

(209} 334-5634 

HUCOPIE R (:lfl9)ll.l-t.79S 

JULY 2, 1987 

Client Service Representative 
2200 Powell Street, 
Suite 400 
P. 0. Box 8819 
Emeryville, CA 94662 

Dear Mara: 

Enclosed herewith please find a fully executed copy of the renewal of 
agreement with leonard J. Russo Insurance Services, Inc for Workers' 
Compensation Claims administration for 1987-88. 

This agreement was approved by the lodi City Council at its regular 
meeting of July I, 1987. 

We look forward to. working with you during this ccntract year. 

Encl. 

Very truly yours, 

ALICE M. REIMCHE 
City Clerk 

City of lodi, California 

cc: Mr. Bill Hinkle 
Administrative Assistant 
to the City Manager 

Cttv At:orn•·v 
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A G R E E M E N T 

AGREEMENT, made and entered into this lst day of July 1987, 

by and between LEONARD J. RUSSO INSURANCE SERVICES, INC., a 

CALIFORNIA Corporation with its principal place of business at 

2200 Powell Street, Emeryville, CA 94608 (hereinafter referred to 

as "LJR, INC.)" City of Lodi with its principal place ')f business 

211 West Pine Street, Lodi, California 95240. {hereinafter 

referred to as the "Client''). 

W I T N E S S E T H 

WI1EREAS, the c:ient maintains a self-insured plan to cover its 

worker's compensation responsibilities in the state of 

California, and LJR, INC .. has agreed to perform certain services 

in connection therewith, as herein set forth: 

NOW, THEREFORE, it is agreed as follows: 

1. The term of this Agreement shall be for a period of one 

years(s) commencing July 1, 1987 and ending June 30, 1988 • The 

Agreement may be terminated at any time during the term by either 

party giving not less than ninety (90) days prior written 

notice to the ot~er party, but, at the end of the term, is 

automatically renewed for an additional 12 months if such 90-day 

notice is not given. 

2. During the period of this Agreement, LJR, INC. shall 

exclusively represent and act (in accordance with Section 3} 
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for Client in all matters pertaining to th~ liability of 

the Client for worker•s compensation claires based on events 

which occur during the term of this Agreement in the State 

of Californa. All actions taken pursuant to this 

Agreement by LJR, INC. are taken on behalf of the Client, 

with LJR, INC. acting as an agent of the Client. 

3. During the term hereof, LJR, INC. shall devote its d\:e 

efforts in the conduct of its duties hereunder. Such duties 

shall only be the following, all of which shall be performed 

in a professional manner: 

a. Receive notice of and create files on each claim 

occurring within the term of this Agreement and 

Iaaintain these files for the Client. All workers' 

compensation claim files will reflect the adjuster • s 

activity and contain documentation supporting analysis, 

evaluati0n of injury and loss of earnings as well as 

negotiation and settlement activities between LJR, 

INC.•s claims representative and the employee or 

employee's attorney all in accordance with LJR, INC.'s 

standard policies as they exist from time to time. 

b. Investigate all claims, to the extent deemed necessary 

in the judgment of LJR, INC. to determine their 

validity and compensability. LJR, INC. is granted full 

power and authorit.y to make full and final settlement, 

including releases, of all claims without prior 

approval of the Client, Hhere the aggregate amount of. 
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the benefits paid to the worker involved (excluding 

claims expenses, but including the full amount of all 

periodic payments) is not more than $5000. 

c. Make timely paym~nt of ben~fits due from trust funds 

provided by the Client pursuant to section 4 and in 

accordance with laws and regulations. Payments ..:rom 

the Trust Fund shall be made in acco-r-dance with IJR, 

INC.'s s:...andard policies as they exist from time to 

t:!.me, subject to the terms of this Agreement and any 

written procedures established by the Client and LJR, 

INC. The Clie~t will be wholly responsible for 

providing such funds as may be required for these 

payments. 

d. Zve.luate and rate each compensable case from a medical 

permanent disability and lost time potential and 

reserve each case accordirgly. 

e. File on behalf of the Client all statutory forms 

related to the specific claim in question. 

f. Appoint me.dic::&l consultants to evaluate any specific 

disability in preparation of settlement. 

g. In case of severe traumatic injury or where the 

disability is of long duration, recommend to the Client 

a proper rehabilitation facility for the injured 

employee and monitor his or her progress. 

h. In continuing ... iisability cases, make periodic contact 

with the injured employee and determine his or her 
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C1JY!:'"ent work status and the possibility~ of returni.ng 

him or her to work. 

i. Recommend legal counsel e-nd direct legal counsel to 

represent the Client before any Workers t Compensation 

Appeals Board. 

j. Develop and recommend a p':lnel or physiciar.s for initial 

treatment of injured employees. 

k. Whenever needed, coordinate the efforts of medical 

consultants and legal representatives with the 

objective of bringing a specific case to a prompt and 

equitabl~ ~onclusion. 

l. Make all required self-insured report filings. 

m. Client is responsible to the excess carrier for 

notification of all Workers• Compensation cases 

identified by Client as having excess potential. LJR, 
\ 

INC. will furnish re,orts to the carrier as specified 

by the Client. 

n. Provide basic computer data reports (in a form normally 

used by LJR, INC.) that give risk management 

statistical information monthly and year to date for 

budget and loss control PUrPoses. 

o. Incur on behalf of the Client with respect to any 

single claim any claims expenses, without the prior 

approval of the Client. For this purpose claims 

expenses include Allocated Loss Expenses and any other 

expenses which in the op~nion of LJR, INC. are 
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necessary or appropriate to incur in order to resolve 

the claim in a fair and reasonable manner for all 

parties. 

p. Operate and control the Trust Fund (established 

pursuant to Section 4) in accordance with the 

procedures established herein, including payment of 

claims and claim expenses, including Allocated Loss 

Expenses. 

The Client recognizes that I~R, lNC. may be accountable for 

its actions to agencies in various states. As a result, any 

and all agreements herein are conditioned on and subject to 

the rules and regulations of any applicahle state agencies. 

4. The Client agrees: 

a. To pay LJR, INC. the fees for se1::vices rendered in 

accordance with the terms and provisions of Exhibit A 

attached hereto and made a part hereof. 

b. To pay all Allocated Loss Expenses, as hereinafter 

defined, in addition to the fees to be paid to I.JR, 

INC. "Allocated Loss Expenses" shall mean all court 

costs, fees, and expenses; fees for service of process; 

fees to attorneys; costs of undercover operative and 

detective services; cost of employing experts for 

preparation of maps, photographs, diagrams, chemicals 

or physical analysis or for advice, opinion or 

testimony cc-ncerning claims under investigation or in 

litigation or for which a deciaratory judgment is 
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sought; costs for legal transcripts of testimony taken 

at coroner's inquests, criminal or civil proceedings; 

cost for copies of any public records; costs of 

depositions and court reported or recorded statements; 

costs and fees of medical consultants and any other 

similar fee, cost or expense reasonably chargeable to 

the investigation, negotiation, settlement, or defense 

of a claim or loss or to the protection and perfection 

of the subrogation rights of the Client. 

c. A trust fund (the "Trust Fund") will be established and 

maintained by Client with appropriate checks being 

provided to LJR, INC. LJR, INC. shall use this Trust 

Fund solely to pay claims, claim expenses including 

Allocated Loss Expenses and LJR, INC. fees. 

LJR, INC. shall have complete control of disbursement 

of moneys from ~he Trust Fund during the term of this 

Agreement. The Client shall be notified by LJR, INC. 

as to which personnel of LJR, INC. shall have signature 

authority. LJR, INC. shall provide the Client a 

monthly register of all payments made from Trust Fund. 

The Client agrees to maintain an agreed upon amount in 

the Trust Fund as long as LJR, IUC. is responsible to 

make payments; provided, that, if the Trust Fund falls 

below $N/A, LJR, INC. may suspend payments of any or 

all claims and claim expenses until the Client 

replenishes the Trust Fund to level which LJR, INC. 
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deems appropriate to pay claims, claims expenses and 

IJR, INC. fees, both at the time and in the future. 

Payment of any amount following the arising of a right 

to suspend payments will not be deemed a waiver of LJR, 

INC.'s right to suspend any other payments. 

5. All claims and related files generated by LJR, INC. as a 

result of activity under this Agreement shall remain at all 

times the property of the Client with the exception of any 

supporting data required by LJR, INC. to make such 

accountings to the Client or excess insurers as are required 

in this Agreement. LJR, INC. may retain copies of such 

Client material, with all expenses for copying (inclucing 

copying of electronic data) chargeable to the Client. 

6. LJR, INC. at all times shall be an independent contractor 

7. 

and not an employee of the Client. LJR, INC. reserves the 

right in its sole discretion to delegate performance of 

activities under this Agreement to any of its personnel and 

to subcontract to third parties approved in advance in 

writing by the Client any part or all of LJR, rNc. duties. 

LJR, INC. may assign this Agreement and delegate its duties 

hereunder to any parent, subsidiary or affiliate of IJR, 

INC. without the Clie:1t' s consent. Any subcontracting or 

assignment by LJR, INC. shall not relieve LJR, INC. of its 

obligations to the Client under this Agreement. 

The Client recognizes that the employees of LJR, INC~ have 

substantial information regarding the rates, customer 
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policies 2-nd procedures of L.TR, INC. which are L.JR, INC. 1 s 
trade secrets and are very valuable to LJR, INC. and its 
other clients. The Client also recognizes that, if an 
employee of lJR, INC. leaves LJR, INC. to work for the 
Client, LJR, INC. may be substantially damaged by the 
employee's use of those trade secrets. Furthermore, the 
Client recognizes that proof of the misuse of trade secrets 
is difficult, even in the most egregious cases, and is 
ah.rays expensive. Therefore, to avoid any potential misuse 
of those trade secrets, the Client agrees during the term of 
this Agreement and for a period of one ( 1) year follo~ving 
its termination it will not employ any person employed by 
LJR, INC. during the term of this Agreement without the 
prior written consent of LJR, INC. 

8. Any notice required or permitted to be given under this 
Agreement shall be sufficient lf given in writing and by 
either personal delivery, registered or certified mail, or 
overnight delivery service to the Client or to LJR, INC. at. 
the addresses first set forth above or to any other address 
of which written notice of change is given. Notice is 
deemed given upon delivery (in person or by overnight 
delivery service) or two days following mailing. 

9. The waiver by LJR, INC. or the Client of the breach of AnY 
provision of this Agreement by the other party shall not 
operate or be construed as a waiver of any subsequent breach 
by either party or prevent either party hereafter enforcing 
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10. This Agreement is for the period provided for in Section_~ 

At least 10 days prior to the effective date of termination 

of this Agreement, Client shall have the option to: 

a. Self-handle to conclusion any or al~ open clai~3 

pending as of the effective date of termination; 

provided, however, that LJR 1 INC. shall be entitled to 

receive its ful~ fee for all claims received prior to 

the effective date of termination; in such event, all 

obligations of I..JR, INC. with respect to said claims 

shall be terminated upon, the effective date; or 

b. Require LJR, INC. to handle to conclusion any or all 

open claims as of the effective date of termination at 

a rate of compensation based on a time and expense 

formula at the then prevailing rate in such event; 

unless the Client and LJR, INC. agree on the amount of 

the Trust Fu'"'d which shall be retained and other terms 

and conditions of handling such claims, LJR, INC. may 

choose not to handle any or all of such claims. 

In the event of termination, the Client shall make 

arrangements for the return to ft of all of its records as 

soon as possible, with all associated costs and expenses 

including any storage and moving charges to be paid by the 

Client. 

11. This Agreement sets forth all of the terms, conditions, and 

agreements of the parties relative to the subject matter 
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hereof and supersedes any and all such former agreement. 
Such former agreements are hereby declared terminated and of 
no further force and effect upon the execution and delivery 
hereof. There are no ~erm, conditions, or agreements with 
respect thereto, except as herein provided, and no amendment 
or modification of this Agreement shall be effe~tive unless 
reduced to writing and executed by the parties. 

12. The Client agrees to indemnify, protect, defend and hold 
IJR, INC. (and its employees, agents, successors and 
assigns) harmless from and against any and all loss, damage 
or liabilities (including costs and attorneys' fees) arising 
out of or resulting from (a) any and all of LJR, INC.'s 
activities or omissions to act pursuant to this Agreement 
(except to the extent of LJR, INC.'s gross negligence, 
recklessness, or willful misconduct) and (b) any actio~ or 
omission to act relating to tne Client's worker's 
compensation claims, which actions or omissions were either 
not within the control of LJR, INC. or not within the scope 
of its activities described in this Agreement. 

13. This Agreement shall be governed by and construed in 
accordance with the internal laws of the State of California 
applicable to contracts .nade and to be performed within that 
State. The parties agree that the appropriate courts 
(federal and state) of or relating to Alameda county, 
California shall have the sole and exclusive jurisdiction 
and venue over such action; provided that where a party is 
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The fees for claims administration service co~~encing 7/1/87 will be: 

A flat fee of $26,110 for the first 171 claims. Claims in excess of 171 will be billed at a rate $152.69 per claim. 
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sued by a third party and asserts a cross-co~plaint, 

counterclaim, interpleader or other similar action against 

the other party, such action may be filed with the court in 

which such third party suit is filed. In all cases, the 

parties consent to the jurisdiction of the courts selected 

above. 

14. IF any legal action is brought tor the enforcement of this 

Agreement or because of an alleged dispute, breach, default 

or misrepresentation in connection with this Agreement, the 

prevailing party shall be entitled to recover reasonable 

attorneys' fees and other costs incurred in addition to any 

other relief to which it may be entitled. 

15. The Client recognizes that IJR, INC. is not providing any 

legal advice with respect to its activities hereunder. 

16. This Agreement may be executed in two or more counterparts, 

each of which shall be deemed an original, but all of such 

together shall constitute one and the same instrument. 

IN WITNESS WHEREOF, the parties hereto have executed this 

Agreement in duplicate counterparts as of the date first above 

written. 

Attes~ ~ 
Date Signed bj...-B) 

Attest ()hJIJ'-b;- @efM!CgJ 
Alice M. Relmche, City Clerk 

Date Signed. __ ~~~~/=l~/~8~7----·------

LEONARD J. RUSSO INSURANCE 
SERVICES, INC., a California 
corpora:ion J O 
By ~;RMJ~A r :!¥-
Name & Title ~tL W ~ 

~a-~ Thomas A.~ 
Name & Title City Manager 


