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(i) That the renewal of the City Council’s insurances from 1 May 2004 be noted as set out in the report.

(ii) That the financial implications arising from the renewal be noted and it be agreed that as a consequence the sum of £16,160 will be a first call on the improved Treasury Management balances during 2004/05.  
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19 July 2004

RENEWAL OF THE CITY COUNCIL’S

INSURANCE ARRANGEMENTS 2004/05

1. INTRODUCTION

1.1
The City Council undertook a full retendering exercise for its insurances in the spring of 2003.  The outcome, which was reported to members last year (FS13/03) was to retain St Paul International as the Council’s principal insurance provider with Zurich Municipal providing public liability insurance on highways claimed rights.  Some small specialist insurance covers are also sourced from elsewhere.  The purpose of this report is to detail the Council’s anticipated insurance costs in 2004/05 compared to the budget provision.

2. INSURANCE COSTS 2004/05

2.1 The outcome of last year’s retendering exercise saw an increase in the Council’s annual insurance bill of almost £200,000.  This outcome was a reflection of the very difficult state of the insurance market at the present time and the 50% increase in premium costs experienced by this authority was not untypical.

2.2 The insurance market remains difficult, not just for local authorities but also in the wider commercial world.  The current insurance contract incorporates a three year long term agreement which affords a certain level of price stability as well as a small discount on gross premium costs.  Set out overleaf are the costs now anticipated in 2004/05 compared to this year’s budget and actual costs in 2003/04.  All figures are inclusive of 5% Insurance Premium Tax.


Cost

2003/04

£
Budget

2004/05

£
Premium

2004/05

£

Property
88,370
90,580
90,710

Motor
67,850
69,560
73,370

Employers Liability
136,500
139,910
143,910

Public Liability
237,900
243,040
254,190

Officials Indemnity
11,880
12,180
9,690

Terrorism
21,130
21,660
20,060

Other Insurances
13,080
15,880
17,040






Total
576,710
592,810
608,970

2.3 Despite the long term agreement that is in place, the premium costs above are 5.6% higher in total than were incurred in 2003/04.  This increase is regarded as purely inflationary in terms of claims costs and payments in the context of the current insurance market.

2.4 The City Council could have retendered its insurances afresh but it was felt unlikely, taking appropriate advice on the matter and in the light of market experience, that the City Council would have obtained lower premium costs through such an exercise.  Indeed the existing insurers could have felt themselves no longer constrained by any long term agreements and sought increases above inflation levels.

2.5 The City Council is nevertheless faced with an increase in costs of £16,160 over that which is budgeted for in 2004/05. This increased cost could be met from the improved position on Treasury Management which is now forecast for 2004/05.  The improvement is due principally to the recent increases in base interest rate plus the interest being earned on the improved level of preserved Right to Buy receipts.

3. RECOMMENDATIONS

(i) That the renewal of the City Council’s insurances from 1 May 2004 be noted as set out in the report.

(ii) That the financial implications arising from the renewal be noted and it be agreed that as a consequence the sum of £16,160 will be a first call on the improved Treasury Management balances during 2004/05. 

4. REASONS FOR RECOMMENDATIONS

To ensure continuity in the City Council’s insurance cover.

5. IMPLICATIONS

· Staffing/Resources – Included in the report.

· Financial – Included in the report.

· Legal – None.

· Corporate – Included in the report.

· Risk Management – Risk Management is at the heart of the insurance process.

· Equality Issues – None.

· Environmental – None.

· Crime and Disorder – None.

· Impact on Customers – None.

ANGELA BROWN

Head of Finance

Contact Officer:
David Steele
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1 IF  = 1 "Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: Insurance renewal proposals for 2004/05 from St Paul International, Zurich Municipal and others as arranged by Marsh UK Ltd." \* MERGEFORMAT 
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