Council Meeting
June 24, 2008

Honorable Mayor and Members
of the City Council

City Hall

Torrance, California

Members of the City Council

Subject: Human Resources — Approve the Purchase of Excess
Liability Insurance

Expenditure: Not to exceed $228,388

RECOMMENDATION

Recommendation of the Human Resources Director that City Council approve
the renewal purchase of two layers of excess liability insurance for the period of
July 1, 2008 to June 30, 2009, from Alliant Insurance Services, at a combined
premium of $228,388.

Funding

Funds are available in the FY 2008/09 Self-Insurance Fund Budget.

BACKGROUND

Many public entities as well as large corporations are largely self-insured for
liability, due in part to the relatively high cost and somewhat limited availability of
insurance coverage. However, many of these entities, including the City,
purchase excess liability insurance providing financial protection from high
exposure liability claims and lawsuits. The amount of self-insurance as well as
the levels of insurance purchased has varied, based upon the cost and the
availability of coverage.

ATTACHMENT A provides a summary of excess liability insurance purchased
since FY 2003/04. The excess liability policies that expire on July 1, 2008 provide
coverage limits of $20,000,000, excess of a $5,000,000 self-insured retention, at
a combined premium of $258,652. The first layer of coverage, with $10,000,000
in coverage excess of the $5,000,000 self-insured retention, is provided by
Everest National Insurance Company. The second layer of coverage, with limits
of $10,000,000 above $15,000,000, is provided by Endurance American. Both of
the layers of coverage are obtained through the Alliant National Municipal
Liability Program, a joint purchase program consisting of over 30 public entities.
There is no sharing of risk between members and each member receives
individual insurance policies.
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The City’s Insurance Broker, Alliant Insurance Services, recently obtained
proposals for the renewal of the excess liability insurance.

ANALYSIS

Alliant Insurance Services obtained proposals offering coverage at various
retention levels, from as low as $3,000,000 to as high as $5,000,000.
ATTACHMENT B provides the proposals as well as a marketing report.

Primary coverage of $10,000,000, excess of a $5,000,000 self-insured retention,
and a secondary layer of coverage of $10,000,000, excess of $15,000,000, is
offered at a combined premium of $228,388, a price reduction of over 11%. The
City is enjoying a price reduction because of a softening of the commercial
insurance market as well as the City’s favorable loss history. Coverage at lower
retention levels is offered, but based upon the City’s favorable loss history the
additional cost to purchase coverage with a lower retention level is not
recommended.

Staff recommends the purchase, through Alliant, of primary coverage of
$10,000,000 provided by Everest National at a premium of $151,438 and a
secondary layer of coverage of $10,000,000 from Endurance Insurance
Company at a premium of $76,950, for a combined premium of $228,388. Both
companies are financially secure with Best’s Ratings of Superior.

Respectfully Submitted,

Elaine M. Winer
Human Resources Director
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Risk Manager
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ATTACHMENT A: Insurance Summary
ATTACHMENT B: Insurance Proposals
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