Office of Superintendent of Schools May 29, 2013
Meeting of June 19, 2013

Financial Services
Richard H. Hinds, Chief Financial Officer

SUBJECT: REQUEST FOR RENEWAL OF EXISTING COVERAGES
INCLUDING FACILITIES USE, EXCESS LIABILITY,
POLICE PROFESSIONAL LIABILITY AND EXCESS
WORKERS’ COMPENSATION

COMMITTEE: INNOVATION, EFFICIENCY, AND GOVERNMENTAL
RELATIONS

LINK TO STRATEGIC
FRAMEWORK: FINANCIAL EFFICIENCY/STABILITY

At the Board meeting of December 15, 2010, the Board awarded its Property and
Casualty Insurance Broker Services contract to Arthur J. Gallagher Risk Management
Services, Inc. (Gallagher), pursuant to Request For Qualifications (RFQ) #004-LL10,
Request For Qualifications for Property and Casualty Insurance Broker Services,
effective January 1, 2011. The following recommended insurance renewals/placements
are subiject to the brokerage contract’s provisions:

FACILITIES USE

School Board Policy 7510, Use of School Board Facilities, requires outside users of
School Board facilities to provide proof of liability insurance coverage. If the renter does
not carry their own liability coverage, the renter can procure such coverage through the
Board’s Facilities Use Liability Insurance Policy, which is administered by the Office of
Risk and Benefits Management at very competitive rates.

As of May 29, 2013, premiums collected from users of the Facilities Use Policy for
scheduled activities, which run through the end of the 2012-2013 school year, total
$12,238. These premium collections from outside organizations represent a cost offset
to the total paid premiums for fiscal year 2012-2013 of $13,323. In order to assure
coverage availability for outside users, a maximum not to exceed threshold of $15,000
was established and authorized by the Board at its meeting of June 13, 2012. A report
listing entities that utilized this policy during fiscal year 2012-2013 is attached.
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Mesa Underwriters Specialty (formerly known as Montpelier US Insurance Company)
proposed a renewal program with limits and coverages at terms, rates and conditions
the same as the expiring program with the exception of a $25.00 increase in the policy
surcharge. Staff is recommending renewal terms for this coverage effective July 1,
2013 through June 30, 2014, inclusive of a deposit premium of $13,348.03, with a
maximum not to exceed threshold of $15,000, including all State of Florida fees, with
Mesa Underwriters Speciaity (A.M. Best A+ Xil) through the District's Broker, Arthur J.
Gallagher.

POLICE PROFESSIONAL

At the Board meeting of June 13, 2012 the Board authorized renewal of the Law
Enforcement and Professional Liability Insurance coverage with Lexington Insurance
Company (AIG) (A.M. Best A XV), through Arthur J. Gallagher Risk Management
Services, Inc. (Gallagher) effective July 1, 2012 through June 30, 2013, with an annual
premium of $155,444.85.

Lexington Insurance Company has provided staff with a renewal quote in the amount of
$172,007.40 representing a 10.6% increase in premium due to ongoing claims
exposure. Staff instructed Gallagher to obtain a quote based on increasing the Board's
self-insured retention from $100,000 to $200,000. Lexington provided a renewal quote
(with a self-insured retention in the amount of $200,000), of $151,342.20 which
represents a savings of $4,102.65 from the expiring rate.

Staff is recommending the renewal of the Law Enforcement and Professional Liability
Insurance coverage with Lexington Insurance Company (AIG) (A.M. Best A XV),
through Arthur J. Gallagher Risk Management Services, Inc. effective July 1, 2013
through June 30, 2014, with an annual premium of $151,342.20 including State of
Florida fees, subject to an increase of the self-insured retention from $100,000 to
$200,000. Lexington has instituted a newly filed coverage form but all other terms and
conditions remain per the expiring policy term.

EXCESS WORKERS' COMPENSATION

At the Board meeting of June 15, 2011 the Board authorized renewal of the District's
Excess Workers' Compensation Insurance Coverage with Liberty Mutual Insurance
Company (Liberty Mutual) (AM Best A XV), through Arthur J. Gallagher Risk
Management Services (AJG), Inc. for a two-year term, effective July 1, 2011 through
June 30, 2013 at a rate of $.06 per $100 of annual payroll with a deposit premium of
$1,138,435.
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The expiring coverage provides excess coverage for workers’ compensation claims with
Statutory limits for Coverage Part A, pursuant to Chapter 440, Florida Statutes, and
$3,000,000 per occurrence/annual aggregate for Coverage Part B, Employers Liability,
subject to a per occurrence self-insured retention of $1,000,000.

Based on current market conditions the cost of excess workers’ compensation
insurance has continued to rise, predominately due to increased medical costs. Liberty
Mutual (the incumbent carrier) declined to provide a quote with the current self-insured
retention of $1,000,000 which has been in place since the 2005-2006 renewal. Due to
these adverse market conditions, staff requested that Gallagher obtain quotes at self-
insured retention levels of $1,000,000, $1,500,000 and $2,000,000.

Quotes were received from Liberty Mutual, Star Insurance Company, Arch Insurance
Company and Safety National Casualty Corporation. All of the quotes were
competitive, however, based on the value added services contained in the Safety
National Casualty Corporation (Safety National) proposal, and the financial integrity of
the company, staff is recommending placing the District's Excess Workers'

. Compensation Insurance Coverage with Safety National for a one-year term, effective

July 1, 2013 through June 30, 2014, at a rate of $.059 per $100 of annual payroll with a
deposit premium of $1,098,137 and increasing the per claim self-insured retention to
$1,500,000, in order to keep premium levels from rising significantly.

Safety National provides services which will enhance the District's current Workers'’
Compensation Program such as “Ask Best Doctors” which is a pro-active, non-
adversarial, consultative medical review by a Best Doctors specialist for injured workers
at high risk for adverse developments in their medical condition as well as “CatCare”, a
Catastrophic Injury Claims program that provides real-time guidance from top experts in
trauma, rehabilitation and other specialties, helping reduce errors and ensuring that best
practices are being followed.

EXCESS LIABILITY

At the Board meeting of June 17, 2009 the Board authorized renewal of the District's
Excess General/Automobile/Professional Liability/Errors and Omissions coverage with
United Educators Risk Retention Group (United Educators) (A.M. Best A VIII) through
Arthur J. Gallagher Risk Management Services, Inc (AJG). The renewal authorization
was for five one-year terms effective July 1, 2009 through June 30, 2014, subject to
annual re-rate and cancellation provisions with last year’'s premium totaling $270,521.

The Primary Limits of liability are $500,000 per occurrence per wrongful act subject to a
$3,250,000 annual aggregate. The Excess Professional Liability limits are $500,000
excess of primary $500,000 per wrongful act subject to annual aggregate of $2,500,000.
In addition the Board Maintains a Self-Insured Retention of $200,000 per
claim/$300,000 per wrongful act.
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United Educators continues to be a leader in providing insurance and risk management
resources to educational institutions including K-12 public, private and parochial
schools. In addition to providing excess coverage, the value added benefits of the
Board’s membership in this Risk Retention Group include access to materials related to
school liability, loss prevention and resources including seminars provided by national
experts in the field of education liability.

The renewal quote for the period of July 1, 2013 to June 30, 2014, is $283,630,
representing a 4% premium increase, due to severe loss trends in the public school
sector. Staff feels that this slight premium increase is warranted due to market
conditions and feels strongly that the program continues to provide appropriate
protection to District assets, while providing premium savings since the program was re-
structured from a traditional liability insurance program in 1991. Based upon that re-
structuring, there are realized premium savings of $8,993,000 since 1991 on a paid-
claim basis.

Staff is récommending renewal of its Excess General/Automobile/Professional
Liability/Errors and Omissions coverage for a one-year term effective July 1, 2013
through June 30, 2014, with an annual premium of $283,630.

RECOMMENDED: That The School Board of Miami-Dade County, Florida:

1. authorize renewal of the Districts Facilities Use
Insurance Program with Mesa Underwriters Specialty
(A.M. Best A+ XIl), through Arthur J. Gallagher Risk
Management Services, Inc. effective July 1, 2013 through
June 30, 2014, with annual deposit premium, including
Federal TRIEA/TRIPA coverage and state-required fees
of $13,348.03, with a maximum not to exceed threshold
of $15,000, subject to the per event rate schedule;

2. authorize renewal of Law Enforcement and Professional
Liability Insurance coverage with Lexington Insurance
Company (AIG) (A.M. Best A XV), through Arthur J.
Gallagher Risk Management Services, Inc. effective July
1, 2013 through June 30, 2014, with an annual premium
of $151,342.20 inclusive of all State of Florida required
fees, subject to an increase in the self-insured retention
from $100,000 to $200,000;
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3. placement of the Districts Excess Workers’

Compensation Insurance Coverage to Safety National
Casualty Corporation(AM Best A Xl) through Arthur J.
Gallagher Risk Management Services, Inc. for a one-year
term, effective July 1, 2013 through June 30, 2014, at a
rate of $.059 per $100 of annual payroll with a deposit
premium of $1,098,137, subject to an increase of the per
claim self-insured retention from $1,000,000 to
$1,500,000; and

. authorize the renewal of the Districts Excess

General/Automobile/Professional  Liability/Errors  and
Omissions coverage with United Educators Risk
Retention Group (A.M. Best A VII) through Arthur J.
Gallagher Risk Management Services, Inc. for a one-year
term effective July 1, 2013 through June 30, 2014, with
an annual premium of $283,630.
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