CITY OF SAN ANTONIO

L" TR 15
OFFICE OF MANAGEMENT AND B&%NO.——ZS——

INTERDEPARTMENTAL MEMORANDUM

TO: Mayor and City Council
FROM: Peter Zanoni, Acting Director of Management and Budget

THROUGH:  Terry M. Brechtel, City Manager

COPIES: Milo Nitschke, Director of Finance; Erik J. Walsh, Assistant to the City
Manager; Michael Rich, Risk Manager; Albert A. Ortiz, Chief of Police; File

SUBJECT: Ordinance Requesting the Purchase of Aircraft Hull and Liability Insurance
(Police Helicopters)

DATE: March 25, 2004

SUMMARY AND RECOMMENDATIONS

This Ordinance authorizes the City Manager or her designee to purchase Aircraft Hull and Liability
Insurance for the City of San Antonio from ACE USA Group through McGriff, Seibels & Williams
of Texas, Inc., the City’s Broker of Record. The policy is for a one-year period beginning 12:01
am. March 31, 2004 through 12:01 am. March 31, 2005 at an annual premium not to exceed
$202,394.

The Office of Management and Budget recommends approval of this Ordinance.

BACKGROUND

The Aircraft Hull and Liability insurance policy provides property damage coverage for the three (3)
remaining City-owned helicopters operated by the San Antonio Police Department. Liability
coverage resulting in third party bodily injury or property damage arising from the operation of the
City’s helicopters (all Model 333 Schweizer aircraft) will be included in the policy with a single
limit of $10,000,000.00 per occurrence. A sublimit of $5,000.00 per person per seat in each aircraft
is provided for medical payments to passengers and crew members.

On February 19, 2004, the City suffered the total loss of one of its helicopters, Unit N255TP,
insured with ACE USA Group under the expiring policy. The claim’s adjustment for this loss is
currently pending, but preliminary findings indicate that the loss and recovery will exceed $700,000.
The City is planning to issue a Request for Bids to acquire a new helicopter and necessary
equipment valued at $1,092,000. The City will likely not take possession of such aircraft until
sometime between September and November 2004. Within 10 days of acquiring the new aircraft,
we must add it to this aircraft hull and liability policy and pay the premium from that date through
expiration of this policy on March 31, 2005. The premium will be pro-rated based on when the




aircraft is obtained by the City. However, the Office of Management and Budget wishes to include
the immediate need to pay for premiums of the three helicopters and the future endorsement of the
fourth helicopter together into one ordinance.

Hull Deductible: The deductibles under the proposed coverage differ depending upon whether the
rotors are engaged (in motion), in flight, or not in motion or in flight. A $500.00 deductible applies
if the helicopter hull is not in flight and also not in motion. For accidents occurring while in motion
or in flight, however, a 5% of the insured value deductible applies.

Additional Coverages: Additional coverages beneficial to the City of San Antonio are included in
the ACE proposal, such as cargo legal liability up to $150,000, $250,000 coverage for spare parts,
and extra expense. Non-owned Aircraft Liability coverage, subject to specific terms and conditions,
is also included. The “FLIR” Equipment (Forward Looking Infra Red System) is insured up to an
additional sub-limit of $250,000.00 with a $500.00 per-occurrence deductible.

Request for Proposals Process: A notice of Request for Proposals was published in the local
newspaper San Antonio Express News on Sunday, January 18, 2004 and on Sunday, January 25,
2004. The City’s Broker of Record also began reviewing coverage needs and marketing for this
policy renewal during January and February, 2004. Although initially there was some interest
expressed by a few aviation markets, only one renewal quote was actually received by our Broker of
Record. This one quote was from the City’s current insurer, ACE USA Group. All indications
point to the conclusion that once the City had a total loss of one of its four helicopters, other
aviation insurers were not willing to underwrite this coverage at this time.

POLICY ANALYSIS

In accordance with the above background, the City’s Broker of Record recommends placing the
Aircraft Hull and Liability insurance coverage with ACE USA Group. The Office of Management
and Budget concurs with this recommendation.

It is for the benefit of the City of San Antonio that we continue to insure physical damage exposure
to our helicopters, liability coverage arising from the operation of our aircraft, and continue to
purchase extra expense coverage, which reimburses the City if it becomes necessary as a result of an
insured loss to expedite replacement parts or acquire the temporary use of a replacement aircraft.

The City Council has previously authorized the purchase of aircraft hull and liability insurance for
many years. The proposed renewal premium to be expended will amount to $146,959 for three
helicopters. We shall also pay a proportionate share of the annual premium cost ($55,435) when the
new aircraft is obtained, not to exceed a total of $202,394 in annual premium. Similar coverage in
our current policy cost $150,442.00. The proposed policy premium represents a 34.5% increase
over the current policy premium due to the underwriting loss ACE USA Group took this year
because of the February 19, 2004 helicopter accident, a higher value for the replacement helicopter
and its equipment, and the current insurance market conditions. As stated previously, the new
aircraft will be a replacement for Unit N255TP, which was lost in February.




FINANCIAL IMPACT

Funds are appropriated by fiscal year in the Liability Self-Insurance Fund for the purchase of
insurance. This Ordinance will authorize the encumbrance of $202,394 in the FY 03-04 budget.

COORDINATION

The Office of Management and Budget has coordinated this item with the Finance Department,
the Police Department, and the City Attorney's Office.

SUPPLEMENTAL COMMENTS:

The Discretionary Contracts Disclosure Form is attached.

2 E
Peter Zadefi

Acting Director of Management and Budget

APPROVED:

Terry M. Brechtel
City Manager

Attachment



MICL 5 W >an Antonio £V 070 ©20D

Vo 10 Va 1.V 1w, oy o

03-15-04 0’! <15pm From-ACE USA 5043103670 T-101  P.02/03 F-137
City of San Antonio
Discretionary Contracts Disclosure
Foruse of this form, ses City of San Anranfe Ethics Code, Pars D, Secilon 1&2
Disclostire of Partes, Owners, and Closely Related Persons

For the purpose of assisting the city in the enforcement of provisions conssined in the Ciry Charter and the code of
ethics, fm {ndividual or business entiry seeking a discretionary conmact from the ciry is required o disclose In
conoecron with 3 propesal for & discretopary conmact;

(1) th

elldentity of any individug) wha would be a party 10 the discrctionary contract;

NANE

(2) thd idensty of any busipess entity that would be a party to the discrefiopary contract and the name of!

(A) any individual 67 business entity that would be a subcontractor on the discretionary contract;
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B any individual or business entity that is knowa to be 8 parcr, or a patent or subsidiary business cnrity, of

any individual ¢z business extily who would be a party to the diseretionary conrract;
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3) the idendry of any [obhyist or public relarions firm employed for purposes relating 10 the discrrrionary conmract

being sought by any individual or business entity who would be a paty 1o the discretionary contracy
Now £
Political Contributions

Any itdiyiéual or business entlty secking a discretionary conmract from the city must disclose in connection with a
proposal for a discretionary conmnet al} political conmibutions totaling one hundred dollars ($100) or more within

the p

twenty-four (24) rmonths made directly or indirectly to any member of City Council, or to any political

action cororaiftee that contriburss to Ciry Cowncil clectons, by sy individual or business entity whose identiry must
be disclosed under (1), (2) or (3) above. Indirsct commibutions by an entry include, but are not limited 1o,

contributions made through the officers, owners, or registered lobbyists of the entity,

Non €
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form 1050-33-2, Discrotiomary Conuaoss Pisciosurc.doc, 12/803




1'ea o W dall mirwvur v

03-15-04 O!:15pm  From~ACE USA

Disclosires in Proposals

LIV Yy vy

AL A A V)

5043103610

City of San Antonio

Discretionary Contracts Disclosure
For use of this form, vee Clty qf Sar Antorio Ethics Corle, Parr B, Sceilon 142
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ivi i i i i i known facts
Any ingividual or business cntity seeking a discretionary comwact with t.‘txe city shall disclose apy
whz?;:h, asonably undersioad”, raise 2 question as to whether aay city official would viclate Section 1 of Pant B by
partieipaning in official action relaring to the discrerionary conmact.
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COSA Form 1650:332, Diseretionary C Disel




