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To report on the outcome of the renewal tenders for the City Council’s insurance requirements from 1 May 2003.

Recommendation:-

(i) That the result of the tender exercise be noted as set out in the report.

(ii) That the financial implications arising from the tender exercise be noted  and Council agree that as a consequence the sum of £197,968 will be a first call on General Fund balances during 2003/04.  Detailed budget provisions will be incorporated as part of the revised estimate process.
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RENEWAL OF THE CITY COUNCIL’S INSURANCE ARRANGEMENTS

2003/04 TO 2005/06

1.
INTRODUCTION

1.1
On 3 March 2003 the Executive received a report (FS16/02) setting out the arrangements for the renewal of the Council’s current insurance contracts.  The Head of Finance has delegated powers to deal with all aspects of insurance including the acceptance of tenders.  The purpose of this report is to update members on the outcome of the tender exercise including the financial implications that have resulted from the renewal exercise.  

2.
CURRENT INSURANCE BACKGROUND

2.1 The insurance marketplace has changed dramatically since the City Council last went out to tender in 1998.  Events in the past three years, not least the destruction of the World Trade Centre in New York, have caused all insurers to look at their book of business and their underwriting costs.  The resulting premium increases have been exacerbated by the Reinsurance Market increasing the cost of reinsurance for each insurer when their charters have come up for renewal.

2.2 These factors have been heightened by (and related to) the falls in the world stock markets in the past three years.  The result has been a reduced interest in insurers putting forward quotations for local authority insurance portfolios, not just in Carlisle but across the spectrum of authorities.  Secondly there have been very significant premium increases where quotations have been made.  In summary the insurance market is currently very hard.

3.
FINANCIAL OUTCOME
3.1
The costs of the City Council’s insurances in 2003/04, as compared to the previous financial year may be summarised as follows:








2002/03
2003/04
Increase
%








      £

      £

      £


Premiums



385,093
578,336
193,243



Other Costs



    5,775
  10,500
    4,725
_____

Total Costs



390,868
588,836
197,968
+51%

3.2 The City Council is thus facing an increase in 2003/04 in its insurance premiums and associated costs of almost £200,000.  This is despite the fact that since 1998 the City Council has undergone an LSVT, externalised management of Carlisle Leisure Ltd and will soon be transferring approximately one half of its DSO.  However although this is an unpalatable increase, it is not untypical in the current local authority market.

3.3 Clearly the City Council had no choice but to be insured with someone from 1 May 2003 and the requisite arrangements were put in place in line from that date.  As regards the funding of this increase, the only realistic option at this stage is to finance it from the City Council’s General Fund balance.

3.4 There is a separate risk management budget of £63,980 that could be utilised to meet part of the additional cost but it would not be appropriate in my view to use the budget for this purpose.  For some years, various risk management initiatives have been funded as part of a programme of reducing risk and the tenders submitted have been on the basis that the City Council will continue this programme.  A new corporate risk management group has recently been established and will be making recommendations on the use of this budget.

3.5 The District Auditor has separately indicated that in his view the provision the City Council sets aside for highways public liability claims may be more prudent than actually required.  While this could also be viewed as a possible source of funding if part of this provision was to be released, at this stage I would not wish to use this provision until a fuller claims history had been obtained and evaluated.

4.
RECOMMENDATIONS

(i) That the result of the tender exercise be noted as set out in the report.

(ii) That the financial implications arising from the tender exercise be noted and Council agree that as a consequence the sum of £197,968 will be a first call on General Fund balances during 2003/04.  Detailed budget provisions will be incorporated as part of the revised estimate process.

5.
REASONS FOR RECOMMENDATIONS

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

6.
IMPLICATIONS

· Staffing/Resources – None.

· 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.
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