NUGENT CONSULTING GROUP
INSURANCE AND RISK MANAGEMENT CONSULTING

November 26, 2007

Mr. Tim Sexton

Village of Lombard
255 East Wilson Street
Lombard, IL 60148

Re: 2008 Self-Insurance Plan Renewal
Dear Tim:

Attached to this letter are spreadsheets comparing the 7 different proposals the
Village has received from two insurance brokers in response to the request for
proposal | issued in September. This letter is a summary of those proposals.

Option 1 from Arthur J. Gallagher & Company is essentially the same structure
and insurers as the expiring program, with the exception of the workers
compensation self-insured retention (SIR — amount the Village pays before
specific insurance takes over), which would increase from $400,000 each claim
to $425,000 for non-police and fire claims, and from $500,000 to $550,000 for
police and fire claims. Cost would decrease approximately $40,000 from the
current program.

Option 2, also from Gallagher, reduces the workers compensation SIR to
$325,000 all other claims and $450,000 for police and fire claims. This saves
$8,500 versus the current plan, but is $31,500 more than Option 1. | do not feel
the additional premium is worth the reduced retention.

Option 3, also from Gallagher is the same structure as Option 1, but replaces
Lloyds of London with Lexinton Insurance Company (an AIG Company) and
Travelers with Chubb Insurance Company. This option saves $59,000 versus the
current plan, and $19,000 versus Option 1. | recommend this option as it has
the best combination of cost, coverage and protection.

Option 4, also from Gallagher is with same insurers as Option 3, but increases

the liability SIR from $100,000 to $250,000. | do not feel the $17,000 in savings is
worth the additional risk.
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There are also three competitive options from Mesirow Insurance Services.
Option 5 compares to the recommended option but is $4,000 in additional cost.
Coverage is comparable, but | believe the Lexington and Chubb coverage forms
are slightly broader than the Mesirow proposed Catlin and Hartford forms.

Options 6 & 7 compare favorably with other non-recommended Gallagher
Options.

Please contact me with any questions.
Sincerely,

Michael D. Nugent
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