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THE KLEMENT AGENCY

SPECIALIZING IN COMMERCIAL INSURANCE

January 22, 2015

BISD Insurance Committee Members
Cesar Lopez, Chair

Hector Chirinos

Carlos Elizondo

And

Dr. Montoya — Superintendent

Re: Expiration of current Coverage 1/31/2015

Dear Sirs,

The deadline for current coverage expiration is quickly approaching. As it stands, you have three
options:

1. Go without coverage
2. Renew your insurance with McGriff
3. Purchase coverage with Klement Agency

As an outsider looking in and not having all the political implications and considerations that board
members face, I'd like to give you our perspective and advice for consideration on your choices.

Going without coverage - While this might seem like a low risk action to take, it is not without risk. I'd
like to remind the board of the fire on February 7, 2011 which destroyed the James R Murphy Fine Arts
Center ( Copy of news report attached) If we were in 2011 and you did not purchased coverage, the
entire loss to this building would have to absorbed by BISD. The date of the loss would have taken
place within the first been seven days without coverage. The point is that at anytime, a loss can occur.
It could be a gas leak, explosion, fire etc. If | was on the board, | would not want to give my opponents

ammunition about not making a decision and going without coverage and chance a large uninsured loss.
Some of your building values exceed $3.5M in value.
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Renew with McGrff - The Kiemen Agency has pointed out what the McGrff agency has been doing to
BISD for years. McGriff has been coordinating the nsurance saes process to maximize commissions
and fees tothelr benefit. MCGriff went out ahead o the bd date and sent the complete information
Including information suh as construction,sprinklers, repairs and updates to compans on 11/20/2014.
“The bid did not go out until 12/10/2014, The disict’s attorney Mr. SalazarIndcated that McGriffhad a
monopely prior Lo u bringing t to the attetion to the board that s situation is considered 2n unfait
practice under the nsurance Code.

Sec. 541,054, BOYCOTT, COERCION, OR INTIMIDATION. It i an unfair metho of competition or an
unfaic or deceptive ac o practce In the businessof Insurance to commit through concerted action or
4o enter into an agreement to commit an ac o boyeott, cocrcion, o ntimidation that results i or
tends toresult in the unreasonablo restrint of or 2 monopoly I the business of nsurance.

McGrfindicated that there was no way tha they coud get 3 shor term poicy. The carers il require
212 month term. The Klement Agency has been succassflin securing a 90 day policy.

McGrif s falled the disticton several levels. Had they secured far pricing and not had exorbitart
fees, we would not have anything o offr the district. | cannot imagine the dstict wanting o reward
the bad actions of an agency that they have aready setted legalactons against.

Purchase coverage with The Kiement Agency —

The Klement Agency i the ony agency that has publically been voeal n polnting out the problems.
between purchssing / MCGrf agency and the disadvantage this has created or the disrct.  No other
agency or sgency has spoken o voiced concerns except MeGriff and Kiement, | have personally spent
Scveral days on your secount and expenses i the thousands (o be abl to offer the distict something of
Value, We have delivered on our promise o provide a shart term extension policy to the distrct.

Some members may want o re bid the Insurance, but ths dea s flwod because the markets that
MeGriff approache will hld the market for McGrif between 30 -90 daysafte the quotation date of
1/31/2015. That means ifyou §0 out for bids inthe next two weeks, you wil gt the same resuls. The.
only way that it would come out fferenty is f McGriff worked with another agency and released
mrkets o them with some sor ofshering arrangement under the tale. With the Fl task force
looking into these types ofssues, 5  recpe for disaster.

Youwere toid that no one would provide 3 chorttarm auote ~ One i enclosed for your review. The.
total premium is $375,000. Without the cquipment breskdown and $398,063. With equipment
oreakdown. This coverage s as broad as you currently have, with the exception o windstorm. We
cannot provid the distict with windstorm coverage without the agent of record ltter to Everest
Insurance Company.
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1fyou take MeGrif's best quote, at §3,6M and divide by 12, t works out 1o $900,000. For 90 days of
coverage. Our quote without wind is 375,000 without the equipment breakdown. The wind will ot
cost an extra $500,000., 50 the distict i better off withthe short erm policy then the annualterm with
MCGrif. Puting together this package has been a challenge. We have made ths deal happen based o
the reationship and fir busincss dealings / reputation of our agency and the people we work with

1fthe disrictelected to go without windstorm coverage for the short term, t would be better than
going without any coverage atall.  We can place the windsiorm coverage prior to 1/33/2015, with a
simele signature on the enclosed leter,  The quote without the wind s valid and can be bound.
effective 1/31/2015 without an agent of recordletter.

1Fthe board members are interested n “cost”, then the Kement Agency s the best choice, We
ncicated lowering ou commissians i the bd packet we subrmitted. We owered them 1o 7%. | have
ot scen the other bids, but suspect no one ese gave thisoffer. We also areedto keep our nspcction
7 broker fees down t0 515,000, on ll the policies.  McGrifcharged the district $179,580.52 on the
last poliy term.

We wouldike 3 1 year extension afte the short term polcy o be abie to shop the account for BISD
Vithout nterference. 1f e came back with @ number closer o $3 for the coverage and McGrif
Charged $3., f would 3dd fuel o the charges of buse caused by theiractons. 1 the district pursued
manetary damages against MCGr, it would beneftthe distict o have us come back with the best
pumber possibi.

Losty, The Kiement Agency i the only agency that has nvested into the Brownsille community. We
have an office located withi the taxing dstric of BISD.

Should any of the members have any questions,please fee ree to contact me by cel (356 227-9529) or
atthe offce 800-776-4076.

Sincerely,
e
reg Klement:




