
 

 Sales Scenario:  
Who is Federated Insurance?  
Federated Mutual Insurance Company is predominantly a commercial insurer. We are located in 
Owatonna, MN and 109 years old. We began as a group of farm equipment dealers in Minnesota 
who formed their own insurance company. Over the years we have grown from working with just 
Farm Equipment Dealers in Minnesota to working with 12 types of business in the contiguous 48 
states. We work closely with local, state and national trade associations and buying groups, seeking 
their recommendation of us to their members. Currently we are recommended by over 400 of 
these groups nationwide.  
At Federated Insurance, we utilize a direct sales force. Our sales people are called Marketing 
Representatives. We have approximately 550 across the nation. The Marketing Representative (MR) 
is assigned a territory in which all the business in that territory is his/hers to take care of. We give 
them extensive training as this is not an entry level sales position. They are licensed professionals. 
Depending upon their prior sales experience, they often spend a minimum of 9 months training in 
our home office in Owatonna, MN before being assigned a territory. Don’t worry! For the purpose 
of this sales scenario, the information contained in this document and on-line will give you 
everything you need to complete the two sales calls in the scenario.  

About Auto Dealers  
An auto dealer has a relatively high risk business that requires a lot of expertise and knowledge by 
the agent to properly handle their insurance needs. Quite often an auto dealer relies on the services 
of a local independent agent who buys cars from them. They feel obligated to buy locally because 
they don’t want to jeopardize the income they make from those sales to that agent. They may also 
see the agent at church or on the golf course. The agent may even be a friend that the dealer 
socialized with. Unfortunately, the local agent quite often does not have access to nor the 
knowledge of how to properly program the necessary insurance products required to adequately 
insure some of their unique exposures.  
An auto dealer’s insurance policies are placed in what is called a Commercial Insurance Package. 
The package is an annual contract that comes due once a year. It is quite expensive and is often the 
4th largest expense an Auto Dealer has, just after labor, inventory, and advertising. This is the time, 
usually a month or two before the renewal date for their current policies, when the Dealer Principle 
or the CFO decide if they are going to look at quoting their  



package out for the coming year, and what companies they will take a look at. We often work 
closely with the CFO putting the details of the package together. The goal is to get to present the 
final proposal to the Dealer Principle (franchise owner) as they are usually the ultimate decision 
maker due to the importance and cost.  

What Insurance Does An Auto Dealer Have?  
All Dealers have a Commercial Insurance Package already. The bank, their franchiser, and the State 
they reside in, will not let them operate without showing financial responsibility (insurance). Just 
like an auto that can be customized, the commercial insurance package can be customized for the 
dealer as well. Specific coverages can be added, removed, or modified for a price.  
For your background info, here is a summary of what the Commercial Insurance Package they 
currently have includes. For purposes of this sales scenario we will assume that the basic package 
they have now is inadequate. The items you will be selling are enhancements to these products; 
there is no need to study this part in detail. It is meant to give you some background.  
The Commercial Insurance Package includes:  

 Coverage for their building and the contents of the buildings, and sometimes a small or limited 
amount of coverage for loss of business income to help them while they are rebuilding after a 
disaster. Losses can include anything from fire, tornado, wind, theft, vandalism, etc.  

 There is coverage for the dealer’s auto inventory that is for sale and the vehicles owned by the 
dealership. Dealers have vehicles out as loaners to service customers and body shop customers. 
Losses can come from collisions, overturns, wind, hail, theft, vandalism etc.  

 There is also a liability element that coverage is provided for. Customers can slip and fall on their 
lot, someone can get hit by one of their drivers on the road, or the dealer can do a poor repair job 
which results in a terrible accident or damage to the customer’s car.  

 They have workers compensation coverage for their own employees who may get injured or even 
killed on the job, while working for the dealer. Employees are working in, underneath, and around 
vehicles all day long. A lot of small injuries are common, and unfortunately we occasionally 
experience a tragic accident. Workers compensation pays the employee’s medical bills, time off, 
and in the case of death, a settlement to their families.  
 



Coverages We Are Selling  
These are the coverages we will concentrate on selling. More details regarding including examples 
of claims, and how our competitors cover it, is available on the sales contest website:  

 Premier Select: an enhancement to the loss of business income coverage. If their building and 
contents are destroyed, we will pay whatever it takes with no predetermined limit, to keep them in 
business. We include extra expenses they may incur during that time such as advertising, rent of 
another building, and even moving equipment, phone lines and computers. We pay for whatever 
extra amount the dealer needs so they can get back into business quickly and generate the same 
income as if nothing ever happened. We also cover all areas of the operation including loss of 
income due to lost auto sales.  

 False Pretense & Government Confiscation: Also known as trick & device; when the dealer 
voluntarily hands the keys to someone for a test drive and they don’t come back, or they trick the 
dealer with false information and he trades in a car they really don’t own, or have clear title to. He 
voluntarily gave the car to them, which in the insurance world is not considered theft.  

 Data Compromise: Dealers gather a lot of confidential and financially sensitive customer 
information as they help the customer to finance their vehicle purchase. The information, which 
resides on their computer system, could be compromised by either an outside persons or a 
dealership employee. When a dealer suspects the information may have been compromised the 
dealer is required by law to notify the affected individuals, to monitor their credit for a year, and to 
assist in restoring the customer’s credit ratings if necessary. They may also may be sued by the 
aggrieved parties and require assistance with defense and settlement cost.  

 Odometer Error and Prior Damage Disclosure: Most states have laws that require disclosure if an 
odometer does not reflect the actual miles, there has been prior damage in excess of 10% of the 
value of the vehicle at the time, and if not original equipment parts where used for the repairs. 
Dealers often buy vehicles at auction and acquire trade-ins from individuals who are not always 
forthcoming regarding some of these issues. They may find out long after they sold the vehicle that 
there is a problem and may have to replace the vehicle or make financial adjustments to the 
individual.  
 



Customer: Big Deele GM & Kia  
Terry Deele is the principle dealer of Big Deele GM & Kia. His grandfather, Louis “Big” Deele started 
the business in 1947 when he came home after the war, in his home town. The town was small back 
then, but has since grown to almost 50,000 people. He was an Oldsmobile, Pontiac and GM dealer. 
Terry’s dad, Mark, took over the business in 1969 and ran it for 38 years, retiring in early 2007, 
when Terry Deele took over. It couldn’t have happened at a worse time. General Motors had 
discontinued the Oldsmobile line in 2004 and in 2006 announced they were getting rid of the 
Pontiac line in 2010 as well. The recession hit them hard, and GM was bankrupt. They didn’t know if 
they would be able keep the franchise or even have a line of vehicles to sell. The GM line is all vans 
and trucks, with no autos during a time that gas prices skyrocketed. After searching hard they were 
able to secure a Kia Franchise which has been the dealership which saved the franchise. The 
business is doing better, the economy is getting better and people are buying cars. Sales are up in 
all areas of the dealership and the dealership is now on solid financial footing. Having been through 
tough times Terry is cautious about spending unnecessary dollars and has developed a keen sense 
for controlling expenses.  
Pat Counter is the CFO for Terry Deele at Big Deele GM & Kia. Pat graduated from a local institution 
with a degree in finance. Pat is good at watching the company finances. Terry brought Pat in for the 
expertise Deele needed during the darkest days of the recession. Pat’s mission was to help put Big 
Deele back on solid financial ground. Pat is smart, fair, and is willing to invest in something if it 
makes good financial sense for the company.  
Pat usually reviews the insurance package and makes the decision as to whether or not they will be 
taking the time to quote the Commercial Insurance Package this year.  

First Round: Meeting with CFO:  
You’ve stopped in and left information for Pat on Federated Insurance several times in the past. 
You’ve called several times for an appointment as well, with no luck. You finally got hold of Pat and 
secured an appointment. Pat seemed reluctant to meet with you at first, but when you explained 
that you specialize in auto dealers, and mentioned that you already insure several dealers in the 
area you got Pat’s attention. Of course, you had done your homework and secured the referral, so 
you made sure to mentioned the dealer in particular where the CFO you work with just happened 
to be Pat’s college roommate.  
Pat agreed to a meeting with you to explore whether or not your companies would be of mutual 
interest to each other. In your discussion Pat also informed you that they are  



presently with MBFF Insurance Agency. They’ve been with them for a long time and that he is local. 
MBFF has them placed with Re Lee Cheep Insurance Company. The commercial insurance package 
comes due in two months. Pat is very happy with their present insurance company and the agent. 
Pat also mentioned they haven’t had any claims paid by insurance in several years. Pat is very busy, 
and made it clear that you only have 7 minutes for this initial meeting.  
Your goal is to meet Pat, explore some potential needs, and move the sales process forward. Right 
now, you have no pricing. You want to secure Pat’s agreement to allow you to come back another 
day to present your quote to the decision maker.  

Second Round Meeting with Decision Maker  
On the second round you have been informed that you have 10 minutes to present your proposal 
to the decision maker. Use the information you learned during the meeting with Pat to help you in 
presenting in your proposal. You will have your pricing with you. Your goal is to get agreement from 
the decision maker to switch Deele’s Commercial Insurance Package to Federated Insurance on the 
first of the month.  

Pricing  
Pricing can be found in a document on line. We will assume that your price for the Commercial 
Insurance Package will be $50,000 which is close to what they are paying right now. The price of the 
coverages you are selling them are in addition to the $50,000 base price of the package. Those 
prices are on the document on the sales contest webpage. Be prepared to negotiate according to 
the pricing and guidelines given.  
  



 

 
  



If there’s a coverage PROBLEM. . . we can offer a SOLUTION! 

Data Compromise - CPP 
 
Do you collect or store personal data that could compromise an individual’s identity, if released to the 
public? 
Scenario #1 
An employee stole credit card numbers, Social 
Security numbers, and other private financial information from the application files of 65 customers of 
the store; he then used the data to 
buy trips, electronics, cars, and other goods. 
 
Scenario #2 
A laptop computer was stolen from the human resources department of a business during a rash of 
office 
burglaries in the area. The laptop contained information on 255 former and current employees, 
including their 
Social Security numbers and salaries. 
 
Scenario #3 
Drug addicts obtained credit check information, credit card numbers, and Social Security numbers 
from paper records discarded in a dumpster behind a business. After their capture, the thieves said, 
“Nothing was shredded. All the information you 
wanted was in there. They would make a printout and then just throw it out.” 
 
Scenario #4 
More than 1,000 identity records were stolen from a business’s database. The information included 
credit 
card numbers, Social Security numbers, driver’s license numbers, and bank account data. The business 
wrote 
notices to affected customers to inform them of the 
issue, and offered no-cost credit monitoring service for one year. 
 
Coverage Gaps – Why doesn’t my current insurance program cover this exposure? 
•    Property Coverage – Limited to computer replacement or safe/file cabinet replacement. 
•    Liability Coverage – There wasn’t any property damage or personal injury. 
•    Crime Coverage – Specifically excludes disclosure or release of confidential information 
 
Who is going to pay for damages and defense? 
Who is going to pay for notifications that need to be sent to the affected individuals? Who is going to 
pay for identity restoration case management for affected individuals? 
 
Federated: We make available Data Compromise coverage. Data Compromise coverage covers the 
expense to respond to a data breach and includes services to assist a business’s clients, employees, and 
others affected by the breach. These include: 
•   Expense Reimbursement, which includes: 

Preparation of notification obligations to potentially affected parties. 



Expense reimbursement services for affected individuals, without cost to the affected 
individuals for 12 months. 
Coverage for Legal Counsel and Forensic IT Review 
Defense & Liability, which includes costs to investigate and defend suits brought by affected 
individuals as well as pay resulting damages, judgments, and settlements. 

 
 
Auto Dealer ShieldSM 
If there’s a coverage PROBLEM. . . we can offer a SOLUTION! 
 

False Pretense and Government Confiscation 
Would you have coverage under these circumstances? 
A salesperson allows a prospective customer to test-drive a new vehicle. The new car and customer 
never return to the dealership. 
OR 
A customer purchases a car and writes out a check for the amount. The dealership calls the bank to 
verify that there are sufficient funds in the customer's bank account, which is confirmed. The customer 
leaves the dealership with the new car, goes to the bank, closes the account and is never seen again. 
OR 
A customer uses a vehicle owned by the dealership during a drug deal, and the auto is confiscated by 
the government. 
 
Most garage policies exclude losses to covered autos as a result of someone causing the insured to 
voluntarily part with it by trick, scheme or under false pretenses. 
Federated: Provides coverage by endorsement for: 

1. Voluntarily parting with a covered "auto" by criminal trick, scheme or device. 

2.  Acquiring an auto that was stolen or which has a forged, altered or counterfeit title, or had an 

invalid duplicate title.  

3. Government confiscation. 

 
 
Auto Dealer ShieldSM 
 
If there’s a coverage PROBLEM. . . we can offer a SOLUTION! 
 

Odometer, Use of Non-Original Equipment Manufacturer After-Market Parts, 
Prior Damage Disclosure and Used Car Buyers Guide Liability Coverage 

 
How would your program cover this situation? 
A customer buys a vehicle with 77,000 miles showing on the odometer.  Later, the customer finds out 
that the previous owner of the vehicle rolled back the mileage, which results in the auto actually having 
97,000 miles on it. 
 
Most garage liability policies will pay "all sums the insured legally must pay as damages because of 
bodily injury or property damage to which this insurance applies caused by an accident and resulting 
from garage operations."  Since no one has been injured or had their property damaged by an accident, 
no coverage would be provided for the alleged error or omissions. 



 
Federated:  Provides coverage under the Auto Dealer Extension Endorsement for damages the dealer is 
legally obligated to pay as a result of a sale or lease of an auto and any failure to comply with federal, 
state, or local laws which pertain to: odometer readings, disclosure of prior damage, use of non-original 
equipment manufacturer after-market parts, or Used Car Buyers Guide. 
 
 

If there’s a coverage PROBLEM. . . we can offer a SOLUTION! 

Premier Select 
 

Does your business income insurance include a coinsurance penalty if your limit is not adequate? 
A fire sweeps through a business during its busiest time of the year. The loss of business income 
insurance limits seemed adequate when the policy was written, but business has been very good. 
The business owner submits a claim for loss of net income, continuing expenses, and extra expenses 
during the rebuild period only to find that they have very little coverage. The limit is inadequate, as 
repair will take longer than expected and only covers the service shop. 
Most business income coverage policies include coverage for a limited a period of time, or a monthly 
limit of provision.  It is often difficult before a loss to determine which type of coverage is the best fit for 
a business and what limit is adequate. 
 
Federated:  Federated’s Premier Select business income form is written to cover business income and 
extra expense for up to twelve months without dollar limitation, coinsurance or monthly limitation. This 
coverage reduces the uncertainty a business owner may feel when trying to decide the best business 
income coverage to protect their business. Business income coverage begins 72 hours after the loss. 
Extra expense begins immediately after the loss. 
 
 


