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Council Agenda Memo  
 
From:  Gary R. Mader, Utilities Director 
   Dale Shotkoski, City Attorney 
   Mary Lou Brown, Finance Director 
 
Meeting:  September 14, 2010 
 
Subject:  Boiler and Machinery Insurance – Utilities Department 
 
Item #’s:  G-10 
 
Presenter(s): Gary R. Mader, Utilities Director 
 
 

Background  
 
The Utilities Department Boiler and Machinery Property Peril and Fire coverage 
insurance is up for renewal as of October 1, 2010. This insurance is specifically designed 
for Electric Utilities and is readily adaptable to the Water Utility, which is also included 
in the coverage. The Utilities Department’s insurance provider, FM Global, provided the 
attached proposal for renewal of the present coverage. 
 
Key provisions included in the proposed renewal are an increase in the insured valuation 
from $440,304,760, to $456,743,074; a premium reduction of $21,266, reducing the 
annual premium from $375,641 for the current year, to $354,375 for the 2010-2011 year; 
and a Factory Mutual Membership Credit of $54,073 reflecting the recent good loss 
record of companies insured by this mutual insurer. 
 
Additionally, in the proposal, there are provisions for terrorism coverage. The City 
Council firmly rejected the terrorism coverage several years ago, but it was included in 
the 2009-2010 renewal. Price quotes for terrorism coverages are provided in the proposal 
along with a Policy Holder Disclosure form for execution by the City, either accepting or 
rejecting terrorism coverage. The complete policy is available in the Utilities and Finance 
offices for review. The renewal proposal and proposed policy have been reviewed by the 
Legal and Finance Departments. 
 

Discussion 
 

The premium for the renewal of the Boiler and Machinery, Property Peril, and Fire 
coverage is $354,375, which is a 5.7% decrease from the current policy premium. 



 
Utility and Finance staff have evaluated the Terrorism Coverage. The annual premium to 
add that coverage is $21,721. The probability that a relatively remote location in the 
central part of the nation would be targeted for a terrorist attack is evaluated as very 
unlikely. However, given the demonstrated high magnitude of destruction resulting from 
a terrorist attack, the potential loss from such an attack could be very high. It is estimated 
that an attack similar to the Oklahoma City Federal Building, at a high value target such 
as the Platte Generating Station (PGS), could result in damages in excess of 
$100,000,000. For perspective, the annual premium adder is roughly equivalent to one 
day’s fuel use at PGS. 
 

Alternatives 
 

It appears that the Council has the following alternatives concerning the issue at hand.  
The Council may: 
 

1. Move to approve  
2. Refer the issue to a Committee 
3. Postpone the issue to future date 
4. Take no action on the issue 

 
Recommendation 

 
City Administration recommends that the Council approve renewal of the Utilities 
Department’s Boiler and Machinery, Property and Peril, and Fire Insurance with FM 
Global, and, if Council agrees, authorization of the Utilities Director to execute the 
Notice of Terrorism Insurance Coverage form to add that coverage. 
 

Sample Motion 
 

Move to approve acceptance of the FM Global insurance for the Utilities Department, 
with authorization to accept the Terrorism Coverage. 

















 
Approved as to Form ¤ ___________ 
September 10, 2010 ¤  City Attorney  

 R E S O L U T I O N    2010-244 
 
 
 WHEREAS, the City’s Utility Department subscribes to insurance for boiler and machinery, 
property, peril and fire coverage; and 
 
 WHEREAS, the boiler and machinery, property, peril and fire coverage insurance term 
expires October 1, 2010; and 
 
 WHEREAS, the insurance of electric and water utilities facilities is a specialized market with 
a limited number of potential providers; and 
 
 WHEREAS, valuation adjustments resulted in an increased total insured value of property 
from the present amount of $440,304,760 to $456,743,074; and 
 
 WHEREAS, a proposal to renew insurance for the 2010 – 2011 fiscal year was received 
from the current provider, Factory Mutual Insurance Company of St. Louis, Missouri, for a renewal 
premium of $376,096, including the terrorism coverage; and 
 
 WHEREAS, the City has opted to accept the optional Terrorism Insurance Coverage; and 
 
 WHEREAS, the insurance provider requires that the City either except or reject Terrorism 
Insurance Coverage by executing the form provided. 
  
 NOW, THEREFORE, BE IT RESOLVED BY THE MAYOR AND COUNCIL OF 
THE CITY OF GRAND ISLAND, NEBRASKA, that the proposal of Factory Mutual Insurance 
Company of St. Louis, Missouri, with premium in the amount of $354,375 is hereby approved, and the 
Utilities Director is hereby directed to execute the form to accept Terrorism Insurance Coverage, with a 
premium in the amount of $21,721. 

 
 - - - 
 
Adopted by the City Council of the City of Grand Island, Nebraska, September 14, 2010. 
 
 
 
        _______________________________________ 

Margaret Hornady, Mayor 
 

Attest: 
 
 
_______________________________________ 
RaNae Edwards, City Clerk 
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