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1.
INTRODUCTION AND BACKGROUND

1.1 This report provides an update on the financial aspects of the January floods. 

1.2 To date the cost of the loss to the City Council is estimated at in the region of £8m. However it is important to note that the scale of the recovery work is such that it will be many months before a final position is known.

1.3 Emergency procedures have been established and delegations given to named officers for emergency spending, the current approved spending limits are:

Michael Battersby
£650,000 
(Asset Recovery and Clean Up)

John Nutley

£150,000 
(IT Recovery)

Mark Whitworth
£100,000 
(IT Recovery)

Michael Scott
£350,000 
(IT Recovery) 

Simon Taylor

£150,000 
(Accommodation)

All other emergency expenditure is authorised by the Head of Finance.

1.4 The emergency expenditure phase is now fundamentally complete, and the recovery phase is in progress. Expenditure delegations are currently being reviewed with a view to enabling relevant Business Unit Heads to authorise recovery work in their own areas where necessary. Normal tendering procedures and purchasing limits must be followed wherever possible.

1.5 To ensure that the recovery phase is expedited as quickly as possible, whilst still retaining safeguards on probity and value for money, revised procedures for recovery works were approved by the Executive on 21 February (report CTS04/05, LDS14/05).

1.6
There are three main funding streams to cover the Council’s costs:

· The Council’s own resources

· Insurance 

· Government Assistance (principally Bellwin)

Each aspect is considered in more detail in the following paragraphs.

2.
COUNCIL RESOURCES

2.1
An emergency fund of £1m has been set aside from Reserves to meet the initial costs of the emergency expenditure as approved by Council on 18th January. 

2.2 It is not yet known how much of the total cost will fall to be met from the Council’s own resources, and indeed this will not be known for some time., To date the main items of expenditure identified to be met by the Council are:

· Excess levels on insurance policies.

· Uninsured losses, principally parks and open spaces, trees, fences and other items in the open. There is also ongoing negotiation on some miscellaneous items and confirmation is also required of adequacy of sums insured.

· Increased Insurance Premium for 2005/06.

· Potential future risk limitation measures.

· Bellwin Threshold and 15% ineligible expenditure.

2.3 Although the total cost to the Council’s owns resources are not yet known, to date there is no indication that the £1m previously approved will be exceeded.

3.
INSURANCE ISSUES

3.1
Claim Progress:
3.1.1
As previously reported, the Council has comprehensive insurance cover. The ‘reserve’ that the insurers have put on the total City Council insured loss to date is £6.7m. An interim payment of £500,000 on a ‘goodwill’ basis has been received from the insurers to cover costs to date, and a further £500,000 is in the pipeline. 

3.1.2
Formal weekly meetings are still being held with Cunningham  & Lindsey the loss adjusters appointed by St Paul Travellers the Council’s main insurers, and Marsh who are the Councils insurance and risk management advisors, and who have been retained specifically to assist on the claim. The claim is currently progressing well, with only a relatively small number of potential disputed areas. However the workload involved in managing the claim and the recovery work is extensive and will continue for many months. 

3.1.3
The current estimate of total cost for the Carlisle and surrounding flood affected areas has been estimated as in the region of £500m. The Loss Adjusters have stated that this is a major national event and is the biggest since the great storms of 1987 in terms of the scale of damage and loss, and is the largest insured flood loss since 1953. They have been very complimentary of the Council’s overall response to the emergency and the speed with which the recovery has taken place to date, both to the Council’s own business continuity and also to the wider community of Carlisle. 

3.2
2005/06 Renewal Terms:

3.2.1 A meeting has recently taken place with St Paul Travellers to discuss the 2005/06 renewal terms, which they indicated they would need to reconsider in the light of the flood. The good news is that St Paul does not intend to withdraw or restrict the future flood cover, or indeed amend any other parts of the policy cover or deductible (excess) levels. As anticipated however, this comes at a price and the increased premium for 2005/06 will be in the region of £85,000, and this is non-negotiable. 

3.2.2 This increase in premium breaks the current long-term agreement with St Paul, which under normal circumstances would trigger a re-tender exercise. For a variety of reasons this way forward is not considered practical or desirable in the current circumstances, and Marsh our insurance advisers are currently reviewing the terms offered and will report shortly. Initial indications however are that the recommendation will be to renew the Councils insurance for 2005/06 with St Paul Travellers. The increased cost can be met from the £1m City Council fund. 

3.3
Risk Management Arrangements:

3.3.1
St Paul has indicated that they would wish to be involved in the Council’s update of the Business Continuity Plan and future risk limitation proposals. Any assistance offered is welcome however, again, the risk limitation measures proposed may well come at a price and this will need to be assessed over the coming weeks. 
4.
GOVERNMENT ASSISTANCE 

4.1
Further information regarding the Bellwin claim was sent to the ODPM on 4th March setting out the basis of the Council’s claim. The principal work areas that are being investigated for reimbursement under the Bellwin scheme are in summary:

· Initial response – sandbags, dangerous structures etc.

· Clearance and disposal of debris

· Reception centres

· Damage to trees

· Damage to properties and associated accommodation issues. 

4.2
The value of the work is currently estimated as in the region of £400,000, However due to the widespread and ongoing impact of the disaster, much of the work related to tree clearance and accommodation issues in particular is still ongoing. The Council has therefore requested an extension to the timescale for completion of eligible work and submission of claim from the existing two months and three months respectively. A response from the ODPM is awaited. Requests have also been made to the ODPM to consider the eligibility of certain items of expenditure

4.3 Regular meetings have been held with the other Cumbrian authorities in order to co-ordinate claims and ensure there is no duplication of costs.

4.4 A bid is currently being co-ordinated by the GONW for EU assistance to the flood-affected areas, and further details will be given when known.

5.
RECOMMENDATIONS

5.1
The Committee is asked to note the current financial position and that regular updates to future meetings will be given.

6.
IMPLICATIONS

· Staffing/Resources – The flood recovery work is continuing to have significant effect on existing resources.

· Financial – As set out in the report.

· Legal – None

· Corporate – CMT receive regular financial updates.

· Risk Management – Risk Management is an essential part of the recovery workload and there may be specific risk management measures to be taken.

· Equality Issues – None

· Environmental – The floods have had considerable impact on the environment and this will be considered in the recovery work.

· Crime and Disorder – No significant financial issues

· Impact on Customers – No significant financial issues
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