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Executive Summary

Marsh is pleased to present the property renewal proposal for the Minneapolis Convention
Center. This concludes the first year of the new relationship, initiated last January, with XL
Insurance, after a broad marketing exercise that resulted in significant premium savings and
securing a meaningful limit for Terrorism coverage for the Convention Center.

For the 2006-7 renewal, the Property insurance marketplace is in turmoil following the three
major hurricanes this fall (Katrina, Rita & Wilma). These storms, coming in quick succession,
have turned a relatively ‘soft’ property market to one of uncertainty. Clients renewing in the
first nine months of 2005 experienced rate reductions of between 10-15% on average. Since the
hurricanes pricing has been firming slowly as Underwriters gauged the loss impact and tried to
anticipate the effect it would have on their catastrophic reinsurance treaties.

While the Convention Center does not present exposures in coastal zones (or in earthquake or
flood prone areas, for that matter), it does require a large ($400 million) loss limit due to the
concentration of values at risk at a single site. Consequently, the Convention Center’s coverage
is placed in the ‘large risk’ marketplace that is also most affected by these natural catastrophes
(many of their customers are large companies with disperse exposures, including catastrophe
prone locations).

Complicating the market situation is the failure (as of this writing) of Congress to extend the
government reinsurance for Terrorism (the Terrorism Risk Insurance Act of 2002, or “TRIA”).
This act expires on 12/31/2005 and is the principle method insurers have of providing terrorism
coverage in the United States. While it seems clear something will be passed by Congress, all
insurers are uncomfortable extending coverage beyond December 31%.

In our Renewal Strategy conference call on October 28" with Ellen Velasco-Thompson (Risk
Director for the City of Minneapolis) and Chris Larson (from the Convention Center), it was
decided that the since you had just switched insurers in January, Marsh was to only approach
your incumbent (XL Insurance) and negotiate the most favorable renewal possible.

Using Marsh benchmarking of other renewals and responses from other markets on January
renewals confirmed that most are seeking 10% rate increases on their clients — even those with
no natural catastrophe exposures. For those customers with exposures in ‘cat’ prone areas we
are seeing larger increases, many over 30%, with the worst being felt by those with hurricane
losses, with many seeing their rates more than doubling. It was agreed that if XL could renew
with a rate increase close to 10%, it would be a successful result, particularly in light of last
year’s enhancements.

On December 8" XL responded positively, offering a rate increase, in total of 11.7%. Coupled
with the increased values reported by the Convention Center of 5.1%, the overall premium
increase is 17.3% over the expiring program ($316,861 vs $270,060).

The only coverage change from the expiring policy involves the Terrorism.
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With the uncertain status of TRIA, XL has offered to include $100 million of Terrorism
coverage assuming TRIA is not extended. Since the legislation expires on 12/31, XL and other
insurers are forced to accept any terrorism they offer as completely their exposure (meaning they
have no reinsurance support). The premium quoted above includes this $100 million of
Terrorism.

While this is a significant coverage reduction (from $250 million to $100 million), should TRIA
be passed, XL may be able to increase their limit or adjust their charges. However, in no event
will the coverage provided by less broad or more expensive than what has been quoted here
($100 million limit for $62,500 in premium.)

Marsh feels this renewal offering is very competitive and, with the inclusion of meaningful
terrorism coverage with no certainty of any reinsurance support, we recommend binding
coverage with XL Insurance as outlined in the following pages. If TRIA (or some other version)
succeed in Washington, XL may be able to improve their terrorism offering. We are watching
this issue very closely and will advise of any changes that could affect the Convention Center.

We look forward to discussing this renewal offering further with you to answer any questions
you may have or discuss any concerns you may have. Thank you for using Marsh as you
Property Insurance Broker.

Marty Mauser

Property Client Advisor
Marsh, Inc.
612-692-7456 direct line
612-802-6055 cell
612-692-7936 fax
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Property, Boiler & Machinery
Renewal Proposal

(NOTE: Changes from expiring are shown in Bold Blue Italics)

Named Insured:

Insurance Company:
Best Rating:

Policy Term

Policy Number

Net Premium, Taxes
and Fees:

City of Minneapolis and any subsidiary Corporations or Companies
owned, controlled, or coming under their active management, as
now or may hereafter be constituted; including any identified joint
ventures as their interests may appear.

XL Insurance America, Inc.

A+ XV

January 1, 2006 to January 1, 2007

To be determined (replacing Policy # US00008552PR05A)
$249,361 Property/Boiler premium (was $215,060)

+ 62,500 Terrorism Premium (was $50,000)

+ 5,000 Engineering Fee (no change)

$316,861 Total excluding Taxes/Surcharges (was $270,060)
+ Thd State taxes and surcharges (was $4,301)

EXPIRING VS RENEWAL Expring Renewal Change
Values $409,962,120 $430,675,000 +5.1%
Risk Transfer Premium $215,060 $249,361 +15.9%
Risk Transfer Rate/$100 of value 0.0525 0.0579 +10.4%
Engineering Fee $5,000 $5,000 No change
Terrorism Premium $50,000 $62,500 +25.0%
Terrorism as % of Risk Transfer 23.2% 25.1% +7.8%
Premium

Grant Total Cost of Program $270,061 316,861 +17.3%
Grand Total Average Rate 0.0659 0.0736 +11.7%

SUBJECTIVITIES:

December 12, 2005

1. Premium is payable in a single installment, due within 30 days of
inception

2. Premium is based on TIV of $430,675,000 (5.1% more than
expiring)

3. Premium is exclusive of any Commissions, taxes or surcharges.
4. Terrorism is subject to change if TRIA is passed, but it can only
improve from what this proposal includes.

5. Proposal is contingent on acceptance of the Engineering Fee.

4
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Limits of Liability: $400,000,000

$5,000,000
Included

Sublimits of Liability:

$10,000,000
$1,000,000
$5,000,000
$5,000,000

$100,000

$1,000,000

$50,000,000

$5,000,000
$5,000,000
$5,000,000

60 Days

$5,000,000
$2,000,000
$1,000,000
$50,000,000

December 12, 2005

Policy Limit per occurrence, Combined Property,
Boiler & Machinery, Time Element, except

Accounts Receivable

Boiler & Machinery, except:
$5,000,000 Ammonia Contamination
$ 100,000 Hazardous Substances
$5,000,000 Spoilage

$5,000,000 Water Damage

Building Laws

Contingent Time Element
Course of Construction and Soft Costs

Debris Removal, or 25% of the amount of the loss
incurred, whichever is greater

Decontamination Expenses, per occurrence and
aggregate

Delay in Start Up

Earth Movement at all locations in the Aggregate
during any policy year, except the following limits
in the Aggregate during any policy year:

$1,000,000 For Newly Acquired Property

$1,000,000 For Miscellaneous Unnamed
Locations

Errors & Omissions
Exhibitions, Expositions, Fairs or Trade Shows
Expediting Expenses

Extended Period of Indemnity, unless caused by
Certified Acts of Terrorism, then limit shall be 365
days, subject to a maximum of $25,000,000.

Extra Expense
Fine Arts
Fire Department Service Charges

Flood at all locations in the Aggregate during any
policy year, except the following limits in the
Aggregate during any policy year:

5
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Sublimits of Liability (continued):

December 12, 2005

$5,000,000
$5,000,000
$5,000,000
$5,000,000
$1,000,000
$5,000,000
$5,000,000

365 Days

$100,000

$100,000
$5,000,000
$5,000,000
$5,000,000
$5,000,000
$5,000,000
$1,000,000

$100,000,000

Included
above

$5,000,000

$1,000,000 For Miscellaneous Unnamed
Locations

$1,000,000 For Newly Acquired Property
Ingress/Egress
Interruption by Civil or Military Authority
Leasehold Interest
Media Reconstruction
Miscellaneous Unnamed Locations
Newly Acquired Property
Off Premises Services Interruption

Ordinary Payroll, provided that values were reported
to the Company

Pollutant Cleanup and Removal Expenses for loss
arising out of one Occurrence and in the Aggregate
during any one policy year

Professional Fees
Protection of Property
Radioactive Contamination
Rental Income

Research & Development
Royalties

Transit

Certified Terrorism (TRIA), per occurrence (was
$250 million)

Non-Certified Acts of Terrorism per occurrence and
in the annual aggregate as respects all Terrorist
Act(s) (was $250 million)

Valuable Papers and Records

6
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Time Limits:

Waiting Periods:

Deductibles:

Territory:

Covered Property:

December 12, 2005

In addition to the time limits shown above, the following apply:

72 Hours The total number of all earth movements occurring
within any period of 72 hours shall be deemed to be
a single earth movement

72 Hours The total number of all floods occurring within any
period of 72 hours shall be deemed to be a single
flood

72 Hours The total number of all windstorms occurring within

any period of 72 hours shall be deemed to be a
single windstorm

30 days Impounded Water (within 5 statute miles of the
insured property)

30 days Ingress/Egress (within 5 statute miles of the insured
property)

30 days Interruption by Civil or Military Authority

60 days Extended Period of Indemnity, except if loss is

caused by Certified Acts of Terrorism, then
Extended Period of Indemnity shall be 365 days

365 day Period Ordinary Payroll

24 Hours Off Premises Service Interruption

Each claim for loss or damage as insured against by the policy shall
be adjusted separately

Policy Deductible(s)

$100,000 for each occurrence at all locations, combined property
damage and time element

Within the 50 states comprising the United States of America, the
District of Columbia, the United States Virgin Islands and Puerto
Rico

e Real and Personal Property
-Insured’s Interest in all real and personal property;
-Property of Others in the Insured’s care, custody and control;
-Personal Property of the Insured’s Officers and Employees,
other than motor vehicles;
-Newly Acquired Property
-Miscellaneous Unnamed Locations
-Property in the Course of Construction
e Gross Earnings
e Gross Profits

7
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Time Element
Extensions:

Perils Insured
Against:

Noted Peril
Exclusions:

Other Conditions:

December 12, 2005

e Extra Expense

o Off-Premises Services Interruption (off-premises utility and
power stations, substations, transformer or switching or pumping
stations, including off-premises polis, towers and transmission or
distribution lines furnishing electricity, steam, water, natural gas,
or refrigeration to Described Premises.)

e Contingent Time Element

Extended Period of Indemnity (60 days, except 365 days if loss is
caused by Certified Acts of Terrorism)

Impounded Water (30 days)

Ingress/Egress (30 days)

Interruption by Civil or Military Authority (30 days)

Rental Value

Royalties

“All risk” of direct physical loss or damage, except as excluded, to
covered property while on Described Premises or on land within
1,000 feet thereof.

e Electronic Date Recognition Exclusion (resulting loss or damage
will be covered)

e Chemical, Biological and Radiological Exclusion

e Computer Virus Exclusion

e Microorganism Exclusion

e Requirements in Case Loss Occurs - as soon as practical

e Cancellation — 90 days; 10 days for non-payment; pro-rata return

e Vacancy Clause (Permission is Granted) — give notice to
Company and maintain fire and burglary protection within 60
days

e No Coinsurance penalty

e No Margin Clause

8
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XL Insurance: Terrorism Notice

Effective December 31, 2005, the Federal Terrorism Risk Insurance Program established by the Terrorism
Risk Insurance Act of 2002 (for which both are hereinafter referred to as “TRIA”) will be non renewed. The
company is providing an alternative quotation for terrorism coverage based on the wording identified below.

If TRIA is renewed, the Company reserves the right to revise this optional terrorism quotation based on the
final outcome of any new TRIA legislation.

If the Insured chooses to purchase terrorism coverage, the following wording will be attached to the policy
by endorsement:

Terrorism Coverage Endorsement
In consideration of an additional premium of $62,500, with respect to insured location in the United States,
its territories and possessions and Puerto Rico, this policy is extended to insure terrorism as defined below

v An individual or individuals acting on behalf of any foreign person or foreign interest,
v An individual or individuals acting on behalf of any U.S. person or U.S. interest,

(note if the box is not checked, the coverage for terrorism does not apply)

All other terms and conditions and exclusion of this Insurance including applicable limits and deductibles
remain unchanged and apply in full force and effect to the coverage provided by this Insurance.

Sublimit
As respect coverage provided for Terrorism, the Company’s liability shall not exceed the following:

$100,000,000 excess of the program Deductibles, per occurrence and in the annual aggregate for all
coverages combined, and shall include loss or damage to covered property by fire that is a part of or
directly results from an act of Terrorism. Additionally, any Time Element coverages provided by this policy
are limited to no more than a 12 month period of liability (Time Element includes, but is not limited to,
business interruption, loss of earnings, extra expense, contingent coverages, leasehold interest or rental
insurance).

Provisions

Notwithstanding anything in this endorsement or anything to the contrary in this policy or any of its
endorsements, there is no coverage provided for any loss, damage, cost or expense directly or indirectly
caused by or resulting from any of the following, regardless of any other cause or event that contributes
concurrently or in any other sequence to the loss:

1. That involves the use, release or escape of nuclear or radioactive materials, or that directly or
indirectly results in nuclear reaction or radiation or radioactive contamination; or

2. Thatis carried out by means of the dispersal or application of pathogenic or poisonous biological or
chemical materials; or

3. In which pathogenic or poisonous biological or chemical materials are released, and it appears that
one purpose of the terrorism was to release such materials.

December 12, 2005 9
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Notwithstanding anything to the contrary in this policy or any of its endorsements, there is no coverage
provided for any costs or expenses associated with coverage provisions for sue and labor or protection and
preservation of property, including but not limited to costs or expenses incurred for actions to defend,
safeguard, preserve, protect or recover any covered property against actual or imminent terrorism or
suspected terrorism.

The terms and limitation of any terrorism exclusion, or inapplicability or omission of a terrorism exclusion,
do not serve to create coverage for any loss which would otherwise be excluded under this endorsement or
policy. In the even any portion of this endorsement is found to be invalid or unenforceable, the remainder
shall remain in full force and effect.

Exclusion
Terrorism is excluded for any Newly Acquired Locations or Unnamed/Unreported Locations.

Definitions

Terrorism means the intentional conduct by any person(s) or group(s) causing loss or damage and/or the
threat thereof, in order to induce fear, submission or otherwise influence people or government(s), or to
promote, publicize or advance any ideological, religious, social or political cause.

Burden of Proof
If the Company alleges that by reason of any exclusion in this endorsement, any loss, damage, cost or
expense is not covered by this insurance the burden of proving the contrary shall be upon the Insured.

December 12, 2005 10
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Loss Prevention Services

XL Insurance agrees to provide loss prevention services for The Convention Center as outlined
below. This service can only be provided in conjunction with an insurance policy issued by XL
Insurance.

1. SCOPE OF SERVICE

a) Property Loss Prevention Surveys will be conducted at the following locations:

1. Minneapolis Convention Center
1301 2™ Avenue S

Minneapolis, MN 55403

(Annually, to be completed by 10/1/06)

2. Parking Structure

1401 3" Ave S

Minneapolis, MN 55403

(Annually, to be completed by 10/1/06)

3. Talmadge Building

1219 Marquette Ave S

Minneapolis, MN 55403

(Annually, to be completed by 10/1/06)

b. Jurisdictional Inspection will be provided for locations where the Convention Center is
responsible for maintaining certificates for boilers and pressure vessels as dictated by the State
of Minnesota. XL is not responsible for performing inspection in cities that do not accept
jurisdictional inspections from licensed insurance inspectors.

(See the attached XL quotation for a full description of the engineering to be provided.)

December 12, 2005 11
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Renewal Statement Of Values

Total Insured

Business Value for
Location Description County Building Contents Income Location
Minneapolis Convention
Center 1301 Second
Avenue South
Minneapolis, MN 55403 Hennepin $375,000,000 | $24,000,000 | $16,000,000 | $415,000,000
Parking Structure
1401 Third Avenue South
Minneapolis, MN 55403 Hennepin $9,246,000 $350,000 $9,596,000
Talmadge Building
1219 Marquette Avenue
South Minneapolis, MN
55403 Hennepin $3,795,000 $300,000 $4,095,000
Total Values $388,041,000 | $24,000,000 | $16,650,000 | $428,691,000
Description Quantity Unit Cost Total
Eagles 4 $4,000 $16,000
Medallions 10 $4,000 $40,000
Crests 48 $3,000 $144,000
Cornerstone 2 $3,000 $6,000
Cornerstone Contents 2 $3,000 $6,000
Lettering Sample 3 $3,000 $9,000
Great Seal 1 $20,000 $20,000
Peripheral Ring on Seal 1 $3,000 $3,000
Kimball Pipe Organ 1 $1,500,000 $1,500,000
Art Wall 1 $240,000 $240,000
Scheduled Property Total $1,984,000
Signed:
Ellen Velasco Thompson
City of Minneapolis Risk Director
Date: _
December 12, 2005 12
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