Council Meeting
June 27, 2006

Honorable Mayor and Members
of the City Council
City Hall
Torrance, California
Members of the City Council
Subject: Request for Approval to Renew Excess Liability Insurance

Expenditure: Not to exceed $281,843.

RECOMMENDATION

The Human Resources Director recommends that the City Council approve the
renewal purchase of excess liability insurance for the period of July 1, 2006 to
June 30, 2007, from Everest National/ANIMAL, through Driver-Alliant Insurance
Services, at a premium of $281,843.

Funding

Funds are available in the fiscal year 2006-07 Self-Insurance Fund operating
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 that provides financial protection from high
exposure liability claims and lawsuits. The amount self-insured as well as the
level of insurance purchased has varied, based upon the cost and the availability
of coverage. ATTACHMENT A provides a summary of the excess liability
insurance purchased since FY 2000/01. The excess liability policy that expires
on July 1, 2006 provides coverage limits of $10,000,000, excess of a $3,000,000
self-insured retention, at a premium of $319,000. The coverage is provided by
American International Group through the California Municipal Excess Liability
Program (CAMEL). The CAMEL program is a joint insurance purchase program
consisting of approximately twenty other governmental entities. There is no
sharing of risk between members and each member receives an insurance

policy.

TN



The City's insurance broker, Driver-Alliant, obtained competitive proposals for
the renewal of the excess liability insurance.

ANALYSIS

Driver-Alliant obtained proposals for the program from several Insurance
carriers, including American International Group (AIG), the current carrier.
However the lowest cost proposal was presented by Everest National Insurance
Company, through a newly formed program named “ANIMAL". The members of
“ANIMAL” are largely the same members of the current CAMEL.

The proposal from Everest National offers comparable coverage as the existing
policy at the same premium. However, the current premium does not include the
broker commission, as they are being paid a flat fee under contract approved by
City Council on July 25, 2005. ATTACHMENT B provides the proposal.

Staff recommends the purchase of coverage provided by Everest
National/ANIMAL because Everest national is a financially secure carrier with an
A+ xv rating (Superior), and is offering the best rate.

Respectfully Submitted,

Elaine M. Winer
Human Resources Director
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By Randall Seqllers
Risk Manager

CONCUR:
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Elaine M. Winer

esources Director
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ATTACHMENT: A. Excess Liability Insurance Summary
B. Renewal Proposal



Attachment A
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ATTACHMENT B

driversaliiant INSURANCE SERVICES

INTEGRATED INSURANCE & FINANCIAL SERVICES

June 20, 2006

Randy Sellers, Risk Manager
City of Torrance

3031 Torrance Boulevard
Torrance, CA 90503-9051

Re: California Municipal Excess Liability Program (CAMEL)
July 1, 2006 to July 1, 2007

Dear Randy,
We are pleased to present our formal quotations for the July 1, 2006 CAMEL renewal.

The results of our marketing efforts are in and this year the “best” renewal proposal came from
Everest National Insurance Company through our new joint purchase program, Alliant National
Municipal Liability Program, or “ANIMAL”. This program provides broad coverage terms and
reduced pricing. For those of you who were not able to attend the recent CAMEL seminar, the
ANIMAL Program is our newest Excess Liability Joint Purchase Program. We simply took the
same concept used in the creation of CAMEL (and PEPIP for property) and expanded it to the
benefit of CAMEL members as well as many of our other clients (including those outside of
California). We are certain that the ANIMAL Program will bring even greater long-term
stability to the CAMEL members as CAMEL with now be approximately 35% of a much larger
purchasing program.

There are still few carriers remaining that can provide the limits and coverage that are needed for
the organizations covered under the CAMEL program. Enclosed is a summary of the markets we
approached and their responses. We are pleased that we were able to limit premium increases
well below our earlier estimates of 20% to 25%.

Several of you have requested options in your Self-Insured Retentions and/or excess limits above
the $10,000,000 basic program. Retention options are included and excess limit options will
follow shortly under separate cover.

Please give us a call if you have any questions or need any additional information. We
appreciate your continued support of the CAMEL program and await your authorization to
implement coverage.

Sincerely,
DRIVER ALLIANT INSURANCE SERVICES, INC.

A 28002 ﬁmzem%ﬁ\ s sioton

Gordon DesCombes Rennetta Poncy ulia Gordon
First Vice President Vice President Account Manager

JPUnit\Camel\06-07\Rnwi Lirs\06-07 CAMEL Rnwl Ltrs-Mrg.doc
Driver Alliant Insurance Services, Inc.
an Ailignt Resources Group Company
1301 Dove St., Ste. 200, Newport Beach, CA 92660-2436 « P.O. Box 8450, Newport Beach, CA 82658-6450
Lic #0C38861 » Phone (949) 756-0271 « Fax (949) 756-2713 « www driveralliant.com



ATTACHMENT B

driversalliant INSURANCE SERVICES

CAMEL 2006-2007
MARKETING REPORT

MARKET

RESPONSE

Everest Insurance Company (CV Starr)

Quotation Provided through ANIMAL
Program

AIG - Insurance Company of the State of
Pennsylvania

Indicated flat renewal — however final firm
quotation has yet to be received.

ACE

Declined — not competitive, indicated
premium at approximately 3 time expiring

Markel Specialty

Declined — only $5million in limits
available, non-competitive pricing

St. Paul Travelers

Declined — non-competitive pricing and
coverage form

Munich American Re - Great Lakes

Declined — non-competitive pricing

Genesis Underwriting

Declined — size and non-competitive
pricing
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