Revise -- 7/13/21
Finance Packet

Review and Recommend Action on Award of Proposals for Property / Inland
Marine / Boiler & Machinery, Crime, School Leaders E&O, General Liability, Law
Enforcement Liability, Automobile, Workers Compensation, Foreign Liability, and
Cyber Liability Insurance

Approval will be requested at the July 27, 2021 Board meeting to award the proposals for
Property / Inland Marine / Boiler & Machinery, Crime, School Leaders E&O, General
Liability, Law Enforcement Liability, Automobile, Workers Compensation, Foreign
Liability, and Cyber Liability Insurance for the period beginning September 1, 2021
through August 31, 2022 at a total cost of $1,516,038.49 $1,553,883.49.

Purpose - The purpose of insurance is to anticipate catastrophic losses that could
financially impair South Texas College. Insurance allows the College to minimize risk of
loss from circumstances beyond its control.

Justification - Every year, prior to fiscal year end, the College requests proposals for an
insurance program that provides the broadest coverage at the most competitive price
available in accordance with approved or acceptable insurance practices in the State of
Texas.

The College’s Risk Management Consultant, Mr. Raul Cabaza III, will attend the July 13,
2021 Finance, Audit, and Human Resources Committee meeting to address questions
from the Committee. Mr. Cabaza recommends the following awards:

e Property / Inland Marine / Boiler & Machinery

= The Risk Management Consultant advised College staff on July 9, 2021, that the
spreadsheet in the Finance, Audit, and Human Resources Committee packet that
was distributed earlier in the day on July 9, 2021, did not reflect the correct values
on certain line items for Option #1 and Option #2. The information was revised
subsequently, based on clarification, and is included in the spreadsheets that
follow in the packet. Refer to the Property, Inland Marine, and Boiler and
Machinery Insurance spreadsheet for correct values.

= Request award of Property / Inland Marine / Boiler & Machinery Insurance
coverage to The Hartford Fire Insurance Co. (Montalvo) at a total cost of $979,893
$1,017,738. The policy offers a 5% named storm deductible, a 5% all other
wind/hail deductible (applied per building with a $100,000 minimum deductible per
building), and a $100,000 deductible for all other perils.

= Flood insurance is included with a deductible of $100,000 for Zones X and C and
$500,000 for Zone B. The deductible applies per occurrence and not per building.

= The proposed premium of $979.893 $1,017,738 represents an increase of 4-7%
8.7% from the prior year.
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» The commercial property segment continues to be challenged by civil unrest,
record breaking wind events, the COVID pandemic, and the winter freeze
affecting pricing, limits and deductibles. Material and labor cost and demand
are up and period for repairs has increased due to supply chain problems.

= The carrier remains unchanged from the prior year.

Crime Insurance

= Request award of Crime Insurance coverage to Traveler's Casualty & Surety
Company of America (Montalvo) at a cost of $8,577.

— The proposed premium of $8,577 represents an increase of 2.4% from the prior
year.

» The crime includes computer fraud, funds transfer fraud, and social engineer
coverages and increased claims are being experienced.

= The carrier remains unchanged from the prior year.

School Leaders E&O, General Liability, Law Enforcement Liability, Automobile

= Per former legal counsel, the College’s exposure is shown in the table below:

Liability Exposure

State Sovereign immunity except for injuries arising out of operation of
motor vehicles. Limits: $100,000/$300,000.
Federal Claims arising under US Constitution and federal statutes

(covered under trustee coverage) No limits.

= Per former legal counsel, under state law, the College is immune from liability
except for injuries arising from a motor vehicle accident ($100,000 per person /
$300,000 per accident). Under Federal Law, the College has exposure under
Section 1983 Clauses of Action (Civil Rights Statute); there is theoretically no limit
of liability. Former legal counsel advises that though there is no ceiling under civil
rights cases, the Board may, based on history, develop a risk policy. Given the
College’s comprehensive practices and procedures to avoid liability and the
experience of the College with these cases, the primary purpose is first to ensure
the College has competent legal defense and coverage is within limits. Based on
the College’s claim history, a $250,000 limit policy would be reasonable and
sufficient coverage.

= School Leaders E&O, General Liability, Law Enforcement Liability, Automobile
Insurance to Texas Association of School Boards (TASB) at a cost of $221,620.
The program offers a $1,000,000 limit for School Leaders E&O, General Liability
and Law Enforcement Liability with deductibles of $50,000 for School Leaders



E&O, $0 for General Liability, and $0 for Employee Benefits Liability. Law
Enforcement Liability deductible depends on if allegations are under General
Liability or Professional Liability. The Automobile Liability limit is $300,000 with a
$1,000 deductible applicable to both the liability and physical damage.

— The proposed premium of $221,620 represents an increase of 5.6% from the prior
year.

» The automobile insurance was affected by an increase in the number of insured
units from 104 to 135, the litigation environment, cost of parts, the safety and
electronic devices being placed on vehicles and the cost of materials.

= The carrier remains unchanged from the prior year.

Workers Compensation Insurance

= Workers Compensation Insurance to Texas Association of School Boards (TASB)
at a total cost of $273,564.

= The proposed premium of $273,564 represents a flat premium due to reduction in
payroll but an overall rate increase of 14.5% from the prior year.

» TASB consider a number of factors in pricing including payroll volatility, losses,
and individual class changes. TASB reviews 6 years of losses and collects
contribution to cover the ultimate cost of claims.

= The carrier remains unchanged from the prior year.

Foreign Liability Insurance

= Foreign Liability Insurance to Ace American Insurance Co. (Montalvo) at a total
cost of $8,201.

= Due to employee travel to Mexico, the purchase of an international insurance
policy is recommended.

= Foreign Liability Insurance provides General Liability, Auto, Accidental Death &
Dismemberment, and Property coverage in specific countries for employees
during the normal scope of business, College-owned vehicles, vehicles leased by
South Texas College, and equipment. General Liability includes the following

limits:

= $1,000,000 Each occurrence

= $2,000,000 General aggregate

= $2,000,000 Products-completed operations aggregate
= $1,000,000 Personal and advertising injury



= $1,000,000 Damage to premises rented to South Texas College

" $25,000 Medical expenses (any one person)

= The proposed premium of $8,201 represents no increase from the prior year.

= The carrier remains unchanged from the prior year.

e Cyber Liability Insurance

= Cyber Liability Insurance to Benchmark Insurance Company (Montalvo) at a total

cost of $24,183.49.

= The proposed premium of $24,183.49 represents an increase of 19.5% from the

prior year.

» Cyber insurance is tightening due to all of the industry claims/losses with cyber

hacking events occurring daily.

= The carrier is different from the prior year (previously Beazley now Benchmark).

The total recommended award to Montalvo is $1;020,854.49 $1,058,699.49. The total

recommended award to TASB is $495,184.

TASB Montalvo

Property / Inland Marine and Boiler & Machinery $979.893

$1,017,738

Crime $8,577
School Leaders E&O, General Liability, Law Enforcement $166,882
Automobile $54,738
Workers Compensation $273,564

Foreign Liability $8,201

Cyber Liability $24,183.49

TOTAL $495,184 | $1,020,854.49

$1,058,699.49

Grand Total $1,553,883.49

Background — Proposal documents were advertised on May 19, 2021 and May 26, 2021
and issued to five (5) vendors. Two (2) responses were received on June 11, 2021 and
were evaluated by Mr. Raul Cabaza, Ill, Risk Management Consultant, Accountability,

Risk, and Compliance and the Purchasing Department.

Funding Source - Funds for this expenditure are budgeted in the Insurance and Benefits
budgets for FY 2021 - 2022, pending Board approval of the budget.




Reviewers — This item was reviewed by Mr. Raul Cabaza, Ill, Risk Management
Consultant, Mrs. Mary Elizondo, Vice President for Finance and Administrative Services,
Frank Jason Gutierrez, Director of Accountability, Risk, and Compliance, Ken Lyons, Risk
Manager and Becky Cavazos, Director of Purchasing.

Enclosed Documents — The recommendations and spreadsheets provided by Mr. Raul
Cabaza, I, follow in the packet for the Committee’s information and review.

It is requested that the Finance, Audit, and Human Resources Committee recommend for
Board approval at the July 27, 2021 Board meeting to award the proposals for Property /
Inland Marine / Boiler & Machinery {$979,893 $1,017,738), Crime ($8,577), School
Leaders E&O, General Liability, Law Enforcement Liability, Automobile ($221,620),
Workers Compensation ($273,564), Foreign Liability ($8,201) and Cyber Liability
($24,183.49) Insurance for the period September 1, 2021 through August 31, 2022 at a
total cost of $1;516,038.49 $1,553,883.49.



SOUTH TEXAS COLLEGE
PROPERTY AND CASUALTY INSURANCE
PROJECT NO. 21-22-1001
INSURANCE PREMIUM SUMMARY
Risk Management Consultant Evaluation

Proposed Proposed
COVERAGE PREMIUMS Texas Association of Montalvo Insurance
School Boards Adency
Address of Proposer: P O Box 301 208 S Texas Blvd
Austin, TX 78767 Weslaco, TX 78596
800-482-7276 956-968-5521
Adrian Pena Ramon Montalvo

PROPERTY/INLAND MARINE AND BOILER & MACHINERY

Hartford ($200M Loss Limit - 5% Wind/Hail Deductible - TIV $538,725,995.)

Property including Inland Marine No Quote $ 951,558.00
Terrorism Risk Insurance Act $ 28,335.00
Boiler & Machinery Included
Sub-Total $ 979,893.00

Hartford ($200M Loss Limit - 5% Wind/Hail Deductible - TIV $560,125,024.)

Property including Inland Marine No Quote $ 988,288.00
Terrorism Risk Insurance Act $ 29,450.00
Boller & Machinery Included
Sub-Total $ 1,017,738.00

CRIME

$35,000 Retention No Quote $ 8,577.00
$50,000 Retention No Quote $ 7,706.00
School Leaders E&O $166,882.00 No Quote
General Liability Included in School Leaders E&O No Quote
Law Enforcement Included in School Leaders E&O No Quote
Automobile $54,738.00 No Quote
Casualty Sub-Total $ 221,620.00 | $ -

**Coverage contingent upon
concurrent participation in funds
Auto, Liability and Worker's
Compensation Programs

Subject to:

WORKERS COMPENSATION

Workers' Compensation - Out-of-Network $ 273,564.00 No Quote

**Coverage contingent upon
concurrent participation in funds

Subject to: Auto, Liability and Worker's
Compensation Programs
Total Casualty and Workers Compensation** $ 495,184.00

FOREIGN LIABILITY
Foreign Liability No Quote IB 8,201.00

CYBER LIABILITY

Cyber Liability - $2M (Benchmark) w/$500,000 Cyber Crime No Quote $ 24,183.49

TOTAL AWARD AMOUNT BY VENDOR| $ 495,184.00 | $ 1,058,699.49

The information on this page is a summary of coverage. It does not reflect complete policy conditions, terms, exclusions or
limitations. The policy supersedes and should be reviewed for complete details.
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INSURANCE GROUP

July 9, 2021

Ms. Maria G. Elizondo

Vice President for Finance and Administrative Services
South Texas College

P. O. Box 9701

McAllen, TX 78502-9500

Re: Property/Inland Marine and Boiler & Machinery Insurance
Effective September 1, 2021

Dear Ms. Elizondo:

Two proposals for the Property/Inland Marine/Boiler & Machinery Insurance were received, both from
Montalvo Insurance. Both proposals were through Hartford Fire Insurance Company and reflect a
$200,000,000 loss limit. The quote of $979,893 is based on incorrect values of $538,752,995. The quote at
premium of $1,017,738 is based on total scheduled values of $560,125,024.as requested in the Request for

Proposals.

The commercial property segment continues to be challenged by record breaking wind events, the COVID
pandemic and the winter freeze affecting pricing, limits and deductibles.

We recommend purchase of the Hartford Fire Insurance Company property insurance quote including
inland marine of $1,017,738. through Montalvo Insurance for the period of September 1, 2021 through
August 31, 2022.

Submitted by:

fw%ﬂ:

Raul Cabaza, III, CIC
Licensed Risk Manager

Enclosures

121 W. Pecan / McAllen, Texas 78501 / (956) 682-2841 / Fax (956) 630-4015
1906-B East Tyler Avenue / Harlingen, Texas 78550 / 956-423-8755 / Fax (956) 428-0730
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SOUTH TEXAS C

OLLEGE

PROPERTY, INLAND MARINE, AND BOILER AND MACHINERY INSURANCE

Insurance Company

PROPERTY

Montalvo Insurance Agency

PROJECT NO. 21-22-1001
Option #1 Option #2
Current Program Proposed Proposed
Proposer —

Montalvo Insurance Agency

Montalvo Insurance Agency

Hartford Fire Insurance, Co.

Hartford Fire Insurance, Co.

Hartford Fire Insurance, Co.

A.M. Best Rating A+ XV A+ XV A+ XV
Admitted/Non-Admitted Admitted Admitted Admitted
Blanket / Scheduled Blanket Scheduled Scheduled
Total Insured Values
Building Limit: $ 436,890,027 $436,890,027  $436,890,031( $ 436,890,027
Business Personal Property incl EDP $ 67,941,692 $68,226.749  $67,941,692| $ 68,226,749
Business Income $ 33,921,272 $55.008,248 $33,921,272| $ 55,008,248
Sub-Total| $ 538,752,991 $560,125,024  $538,752,995( $ 560,125,024
Contractors Equipment $ 777,160 | $ 777,160 | $ 777,160
SPICE endorsement includes SPICE endorsement includes SPICE endorsement includes
Fine Arts of Others (Max. $10K item) $50,000 coverage $50,000 coverage $50,000 coverage
Total Insured Values $ 539,530,151 $560.902,184  $539,530,155| $ 560,902,184

Co-Insurance

No Co-Insurance

No Co-Insurance

No Co-Insurance

Policy Limit / Loss Limit

$200,000,000

$200,000,000

$560,125:024  $200,000,000

Sub-Limits (Annual Aggregate)

See Location Level Details-Quote

See Location Level Details-Quote

Earthquake/Earth Movement - Annual

Aggregate See Location Level Details-Quote| $ 50,000,000| $ 50,000,000
Flood Annual Aggregate (Excl Zones A & V)
-Zone B Annual Aggregate $ 5,000,000 | $ 5,000,000 | $ 5,000,000
-Zone C Annual Aggregate $ 10,000,000 | $ 10,000,000 | $ 10,000,000
-Zone X No locations listed Zone X No locations listed Zone X
*Excluded - 603 N Coyote Dr, *Excluded - 603 N Coyote Dr, *Excluded - 603 N Coyote Dr,
-Excluded La Joya, TX 78560-4141 La Joya, TX 78560-4141 La Joya, TX 78560-4141
Deductibles:
5% Windstorm or Hail Deductible| 5% Windstorm or Hail Deductible| 5% Windstorm or Hail Deductible
Wind/Hail Deductibles applies applies applies
Type Deductible All Wind/Hail All Wind/Hail All Wind/Hail
Wind/Hail Waiting Period - Business Income 72 Hours 72 Hours 72 Hours
All Other Perils $ 100,000 | $ 100,000 | $ 100,000
Earth Movement $ 100,000 | $ 100,000 | $ 100,000
Fine Arts / Contractor's Equipment $ 2500 [ $ 2500 [ $ 2,500
Flood Deductibles See Location Level Details-Quote | See Location Level Details-Quote | See Location Level Details-Quote
-Zone X and C $ 100,000| $ 100,000] $ 100,000
-Zone B $ 500,000( $ 500,000 $ 500,000
Flood deductible applies per| Flood deductible applies per| Flood deductible applies per|
occurrence, not per building occurrence, not per building occurrence, not per building
Valuation Replacement Cost Replacement Cost Replacement Cost
Property $ 899,677 | $ 942,296 | $ 979,026
TRIA $ 27,0171 $ 28,335 | $ 29,450
Inland Marine $ 9,262 | $ 9,262 | $ 9,262
Sub-Total $ 935,956 | $ 979,893 | $ 1,017,738
Insurance Company Hartford Fire Insurance Co. Hartford Fire Insurance Co. Hartford Fire Insurance Co.
A.M. Best Rating A+ XV A+ XV A+ XV
Admitted/Non-Admitted Admitted Admitted Admitted
Limit of Insurance $ 100,000,000 | $ 100,000,000| $ 100,000,000
Deductible $ 100,000| $ 100,000] $ 100,000
Premium: Included in Property Included in Property Included in Property|
[Total [ [ § 979,893] $ 1,017,738]

The information on this page is a summary of coverage. It does not reflect complete policy conditions, terms, exclusions or limitations. The policy
supersedes and should be reviewed for complete details.
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