Council Meeting
July 18, 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 $285,269

RECOMMENDATION

The Human Resources Director recommends that the City Council approve the
renewal purchase of two layers of excess liability insurance for the period of July
1, 2006 to June 30, 2007. The primary coverage of $10,000,000 will be provided
by Everest National/ANIMAL at a premium of $192,412 and a secondary layer of
coverage of $10,000,000 will be provided by Traders and Pacific Insurance
Company at a premium of $92,857, which is a combined premium of $285,269.

Funding
Funds are available in the FY 2006/07 Self-Insurance Fund Budget.

BACKGROUND

Many public entities as well as large corporations are largely seif-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 expired
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.

At the June 27, 2006 City Council meeting City Council approved the purchase of
excess liability coverage of $10,000,000 excess of a $3,000,000 self-insured
retention, at a premium of $281,843. However, several days after the June 27,
2006 Council meeting the City’s broker, Driver-Alliant Insurance Services
obtained some additional options, including the opportunity to purchase a second
layer of coverage.
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ANALYSIS

Driver-Alliant has obtained proposals offering primary excess coverage at
differing retention levels as well as a proposal offering a secondary level of
coverage of $10,000,000. ATTACHMENT B Provides a summary of the
proposals.

Instead of $10,000,000 in coverage excess of a $3,000,000 self-insured
retention, at a premium of $281,843, the City can obtain $10,000,000 excess of
a $5,000,000 self-insured retention, at a premium of $192,412, a savings of
$89,431. The City can purchase an additional layer of coverage of $10,000,000
at a premium of $92,857. Therefore the City can purchase coverage totaling
$20,000,000 in limits above a $5,000,000 self-insured retention for a combined
premium of $285,269 ($192,412 + $92,857). This would provide the City with
coverage limits of $20,000,000 excess of a $5,000,000 self-insured retention for
only $3,426 higher than the cost of coverage of $10,000,000 excess of a
$3,000,000 self-insured retention.

Staff recommends the purchase of primary coverage of $10,000,000 provided by
Everest National/ANIMAL at a premium of $192,412 and a secondary layer of
coverage of $10,000,000 from Traders and Pacific Insurance Company at a
premium of $92,857, which is a combined premium of $285,269. Both
companies are financially secure with Best’s Ratings of Superior.

Respectfully Submitted,

ELAINE M. WINER
HUMAN RE?OURCES DIRECTOR
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By Randall Sellers
Risk Manager
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Elaine M. Winer

Human Resources Director

ATTACHMENT A: Insurance Summary
B: Insurance Proposals



‘1eahk e uey) ss9| sAep 61 aq |im pouad Aoijod
pasodoid ay} se ‘sso| Ore's1 ¢ Alvyewxoidde aq jim wniwaid fenjoe ayy ‘JeaA |nj e 1o} pajonb winjwiaud au} St SIUL 4y

‘'sAep g1 syuasasdals yaym ‘009'v1¢$ Al@lewixoidde Aq peonpal aq
im wniwaad [enjoe sy “Ajpjeledss pied 98} je|) [ENUUE UO St J8X0IG SB ‘UOISSILLWOD JO U sI [esodoud wniwaid ay] .

‘000°000°01$ 01 000°000°02$ Wwouy paonpal sem paseyaind abeIaA02 JO JUNOWER BY | .,

"000°000'€$ O 000'000°1$ W01 PaSEaIOUl Sem UOIUSIal PaINsUl-)[as 8y ,

:uaye) aJom suoljoe BuIMO|j0) By} ‘SUOINIPUOD JBYJew adueINsSU| O} 8np asealdul }s00 juedyiubls e ploAe 0

80Y'91C$ 000°000°02$ 000°000°L$ 10/10/£0 — 00/10/£0
6%0°L.2$ 000°000°02$ 000°000°t$ ¢0/10/L0 - 10/10/20
8588623 000°000°0}+$ 000°000°}$ €0/1.0/£0 — 20/10/20
«611°6€€S 000'000°01L$ 000°000°€$ ¥0/10/.0 — €0/10/L0
€e6'cles 000°000°01L$ 000°000°c$ G0/10/L0 — ¥0/10/20
000°61€$ 000°000°01$ 000°000°c$ 90/10/£0 — G0/10/20
«x£7818C$ 000'000°0L$ 000°'000°¢$ 90/61/.0 — 90/10/20
«xx092'G82$ 000°000°02$ 000°000°G$ L0/10/L0 — 90/61/20

WNINTEd

NOLLN3L3d Acmmamz_;u.dm\ka aoldad Adriod

V INJWHOVLLY

Arewwng aoueansuj Ajijigel] ssaox3g







ATTACHMENT B

CITY OF TORRANCE
EXCESS LIABILITY RENEWAL RECAP
SELF-INSURED $10,000,000 $10,000,000 TOTAL
RETENTION | EXCESSOFSIR | EXCESS OF PREMIUM
(SIR) $10,000,000
EXCESS OF SIR
$1,000,000 $1,022,912 N/A $1,022,912
$2,000,000 $ 780,162 N/A $ 780,162
$3,000,000 $ 281,843 $103,175 $ 385,018
$4,000,000 $ 257,912 $103,175 $ 361,087
$5,000,000% $ 192,412 $ 92,857 $ 285,269

* = These are the selected options




