CITY OF SAN ANTONIO
OFFICE OF MANAGEMENT AND BUD
INTERDEPARTMENTAL CORRESPONDENCE

TO: Mayor and City Council

FROM: Louis A. Lendman, Director of Management and Budget

THROUGH  Terry M. Brechtel, City Manager

COPIES TO: Milo Nitschke, Director of Finance; Erik Walsh, Assistant to the City

Manager; Michael Rich, Risk Manager; File

SUBJECT: Excess Liability and Excess Workers' Compensation Insurance

DATE: December 18, 2003

SUMMARY AND RECOMMENDATIONS

This Ordinance authorizes the City Manager of her designee to purchase Excess Liability and
Excess Workers’ Compensation Insurance, as a package policy, for the City of San Antonio
from State National Insurance Company, through McGriff, Seibels and Williams of Texas,
Inc., the City’s Broker of Record. The policy coverage is for a one-year period beginning
December 31, 2003 and expiring on December 31, 2004 for $630,000 annual premium. This
policy is not subject to premium audit and, therefore, is at a fixed cost for the policy period.

Staff recommends approval of this ordinance.

BACKGROUND

Excess Liability Insurance provides coverage to the City for covered claims involving
commercial general liability, automobile liability, incidental medical malpractice, personal
injury, police and professional liability and employee benefits liability insurance. Excess
Workers’ Compensation Insurance provides protection to the City from catastrophic claims
resulting from occupational injuries, illnesses, or diseases.

A Request For Proposal was published in the local newspaper on October 19 and October 26,
2003. The City’s Broker of Record also began marketing activities for this renewal coverage
in September, 2003. Only two companies provided quotes. Of the two companies providing
quotes only one offered the desired coverages with competitive pricing and without the
necessity of auditing final payroll figures and the probability of additional premium being due
for this December 31, 2003-2004 policy period. The two companies providing quotes were
State National Insurance Company and AIG. Both State National Insurance Company and
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AIG were able to meet the $4,500,000 limit excess of the City’s $500,000 self-retention, and
both provided a single package policy. There was a substantial difference, however, in
premium. The best quote for the package policy came from State National Insurance
Company at a premium, not subject to audit, of $630,000.00. AIG’s quoted premium was
$900,000.00 and was subject to audit adjustment based on final payroll figures. McGriff,
Seibels & Williams of Texas, Inc. recommends placing coverage with State National Insurance
Company.

The Risk Management Division concurs with their recommendation.

POLICY ANALYSIS

The City Council has previously authorized the purchase of Excess Liability and Excess
Workers' Compensation Insurance for many years. Last year, the purchase of coverage cost
the City a total of $649,750.00 and such purchase had been authorized by Ordinance No.
96935, passed and approved on December 19, 2002. The premium rate per $100 of payroll is
the same amount ($0.0557) as last year. The City’s deductible under this policy is $500,000
per loss event.

As above stated, McGriff, Seibels & Williams of Texas, Inc., the City's Broker of Record,
recommends placing the Excess Liability and Excess Workers' Compensation coverages with
State National Insurance Company at the existing limits and deductibles. This Ordinance will
approve the continuance of this insurance protection.

FISCAL IMPACT

Sufficient funds are set aside in both the Liability Self-Insurance Fund 75 and in the Workers’
Compensation Self-Insurance Fund 75. The package premium is divided between the two
funds as shown on the Request for Ordinance. This Ordinance will authorize the encumbrance
0f $630,000 in FY 03-04 budget.

COORDINATION

The Office of Management & Budget has coordinated this item with the City Attorney’s
Office and Finance Department.




SUPPLEMENTAL COMMENTS

The Discretionary Contracts Disclosure Form is attached.

%o)u{s A.@gndman T~

irector of Management and Budget

ggg()&u@k
Erik Walst
Assistant to the City Manager

Attachment
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N/A
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i | Revarpens Specialty Underorriting, fnc-

(B) oy individual ot businesy extity that is kaown to be a party, oxa pancat or subsidiary business eprity, of
any imdividoa] ar business eatity who would be @ party to the disacrotionary contract,
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(3) tbe idemity of nuy Jobbyist er pudblic milpthans frm eployed for puwposes relating o the discrationary contrast
being sought by any iodividnal or bukiness estity who weonld be 3 party 1o the discretontry sumvact,

N/A

Political Contributions

Any ipdivitiual or busines eptiry sevking 8 Geretianary contract from e city st discloge o coppsedon with a
rroposl for 8 discreronayy eoptaer ol politaal contdbutions toaling one hundrad dollers (5100) or roore within
the past twenty-fonr (24) manths made directly ot indiectly w my waber of Chy Counefl, o7 to any polifical
action corwritee that conmributes © City Council elections, by any individisl or bnxioess exticy whosc dentity mast
be dlisclosed wnder (1), 2) or (3) ahove. lodirect comnidutons by sm ety inchde, bur are por Hoied to,
contdbutions mads Groagh the officery, gwners, or registered lobbyisty of the entity.

N/a
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