Council Meeting
June 23, 2009

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 $224,766.

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, 2009 to July 1, 2010, from Alliant Insurance Services, at a total premium
of $224,766.

Funding
Funds are available in the FY 2009/10 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 by the City 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, 2009 provide coverage limits of
$20,000,000, excess of a $5,000,000 self-insured retention, at a total premium of
$228,388. 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. The
second layer of coverage, with limits of $10,000,000 above $15,000,000, is
provided by Endurance American. Both of these 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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ANALYSIS

Alliant Insurance Services obtained proposals offering coverage at two retention
levels - $4,000,000 and $5,000,000. A second broker — Marsh, also provided a
proposal. (ATTACHMENT B summarizes the proposals)

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 $224,766. The slight reduction in premium is
due to a slightly lower proposal offered by the insurance company providing the
second layer of coverage.

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 at a
premium of $73,328, a total premium of $224,766. The indication of $170,000 to
$212,000 for $11,000,000 excess of a $4,000,000 self-insured retention offered
by CSAC could be a viable choice depending upon the final quote. However,
staff recommends against this indication because the indication is not firm. Also,
the indication is from an insurance pool. Insurance pools involve the sharing of
risk between pool members and members can be assessed additional
premiums, even years later, based on loss experience of the pool. Should the
City elect the pool, we must await final approval and pricing, which would be
provided by July 1, 2009.

Respecitfully Submitted,

ELAINE M. WINER
HUMAN RESOURCES DIRECTOR
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By Randall Sellers

Risk Manager
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Elaine M. Winer
Humaﬁ Resources D|rector
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ATTACHMENT A: Insurance Summary
ATTACHMENT B: Insurance Proposals
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ATTACHMENT B

EXCESS LIABILITY INSURANCE PROPOSALS

OFFERED BY BROKER ALLIANT INSURANCE

PRIMARY LAYER OF COVERAGE

INSURANCE COMPANY LIMITS RETENTION PREMIUM

Via CAMEL Joint Purchase

Everest National $10,000,000 $5,000,000 $151,438

Via CSAC Insurance Pool*

AlU, a subsidiary of AlG $11,000,000 $4,000,000 $170,000**
-$212,000

SECONDARY LAYER OF COVERAGE

INSURANCE COMPANY LIMITS EXCESS OF PREMIUM
Via CAMEL Joint Purchase

Endurance $10,000,000 $15,000,000 $73,328
Via CSAC Insurance Pool*

AlU, Subsidiary of AIG $11,000,000 $15,000,000 $ 73,328
COMBINED PREMIUM OFFERED VIA CAMEL $224,766
COMBINED PREMIUM INDICATED VIA CSAC $243,328

* -CSAC is a pool of counties and other governmental entities. The pool does involve
the sharing of risk. Should the pool suffer large losses, policyholders can be
assessed additional premiums.

** -This is an indication only. The City’s membership in the excess liability pool must be
approved by CSAC. In addition the insurance company providing the indication could
request a higher premium.

OFFERED BY BROKER MARSH INSURANCE

INSURANCE COMPANY LIMITS RETENTION PREMIUM

Lexington, A subsidiary of AIG  $20,000,000 $5,000,000 $340,000



