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Title:
THE JANUARY 2005 FLOODS – FINAL OUTTURN

Report of:
The Director of Corporate Services

Report reference:
FS19/06

Summary:

This report details the final outcome of the insurance claim following the January 2005 floods and also sets out the overall cost of the floods to the City Council.  The total cost of the disaster before insurance and Bellwin recoveries is estimated at over £7.9m.  An update is also given on the renewal of the authority’s insurance arrangements for 2006/07.

Recommendations:

Members are asked to note:

(i)   That the report on the outturn of the insurance claim following the January 2005 flood be noted and that provisions be retained in 2006/07 to meet the estimated remaining balance of expenditure on the Civic Centre, the Sheepmount and any other outstanding building works.

(ii)   That the balance of monies on the contents claim estimated at £360,000 be held as a contingency pending final completion of the building works and if not required for that purpose be reviewed as part of the 2007/08 budget process.

(iii)  That the position on the renewal of the authority’s insurances for 2006/07 be noted and the final costs reported to the July meeting of the Executive.


(iv)  Members are asked to note and approve the expenditure incurred in 2005/06 on the October 2005 Flood amounting to £45,696 be charged against the £1.07m set aside for flood recovery.
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16 June 2006

THE JANUARY 2005 FLOODS – FINAL OUTTURN

1. BACKGROUND INFORMATION AND OPTIONS

1.1
It will be recalled that a report was presented to the meeting of the Executive on 24 April (FS7/06) which outlined the situation on the renewal of the Council’s insurance arrangements from 1 May 2006.  The report also briefly reviewed progress on the Council’s insurance claim following the flood.

1.2
The City’s insurance claim has now been settled and the main purpose of this report is to detail not just the outcome of the insurance claim but the total cost of the January 2005 floods to the authority.  The costs have been met by a combination of insurance payments, the Bellwin Scheme and the City Council’s own resources and each of these areas is discussed in the report.  A brief update is also provided on the City Council’s insurance arrangements for 2006/07.

2.
THE INSURANCE CLAIM

2.1
The authority and indeed the whole district of Carlisle faced an immense series of problems following the devastating floods of January 8 2005.  As far as the City Council was concerned, severe damage was caused to the Civic Centre, John St Hostel, Botcherby Community Centre, the Bitts Park buildings (including the water feature and the pavilion), the Sheepmount, where a major capital scheme was in progress, Willowholme Depot, buildings at the Swifts and Stony Holme and Tullie House.  The combination of flood and storm also caused minor damage at several other buildings.  As well as this property damage, the floods also caused major losses to the contents of these buildings, including personal items belonging to members of staff.  Furthermore the floods subsequently caused the authority to spend substantial additional sums to carry on its essential business, payments that were largely met through its business interruption cover, usually known as ‘increased cost of working’.  Finally the floods caused the loss of 16 vehicles and these were dealt with via the motor policy.  

2.2
A first assessment of the potential damage was made by the Council’s insurers on the Monday after the flood as it was clear that the disaster would result in a major claim on the Council’s insurance policy.  There is a clause in the Council’s policy known as the 72 hour clause which means that all losses resulting from one event within a 72 hour period can be deemed as falling under the one claim.  Therefore the flood attracted a single excess which in terms of the City’s material damage policy is £10,000.  A separate excess of £25,000 was already in force regarding the Sheepmount, which had been agreed just prior to the start of the present redevelopment scheme.  Ironically this was set to cover anything less than a ‘once in a hundred year flood’.  Finally, a separate £1,000 excess was in force for the motor claim.  The level of excess totalling £36,000 to be borne by the City in what proved to be a claim in excess of £6.6m was therefore relatively modest. 

2.3
It was immediately apparent that the authority would need expert advice to deal with the claim and in particular to represent the interests of the authority vis a vis the insurance company and their loss adjusters.  A specialist loss adjuster was accordingly recruited for this purpose and although his fees had to be borne by the authority, his presence and advocacy skills undoubtedly saved the authority much more than the cost of his fee.   Moreover his initial conclusion, once he had familiarised himself with the details of the authority and its insurance policies, was that the City Council had comprehensive insurance cover in place to meet the bulk of the anticipated claim.  This judgement in itself was a very valuable piece of information in the early stages of the crisis.  

2.4
At first, meetings between representatives of the City Council and the insurers or more usually their appointed loss adjusters took place weekly.  After a while the formal meetings became less frequent as a lot of the more detailed discussion and debate took place at a more individual level.  It would however be difficult to exaggerate the amount of time that has been spent by officers right across the Council, not to mention the time incurred by the staff of St Paul Travelers, their loss adjusters and other specialists that they directly employed, in dealing with the various aspects of the claim in the sixteen months between the flood and the final settlement.

2.5 The final settlement of the claim, following a last bout of negotiations between the parties, was agreed on 3 May 2006.  A summary of the main elements of the claim is set out in Appendix A, analysed between buildings, contents, increased cost of working and motor claims.  At a gross cost of almost £6.7m, the total claim equates to over 40% of the authority’s estimated net annual revenue budget for 2005/06 albeit some of the reimbursement was in respect of the Sheepmount scheme.

2.6
Although the claim has been agreed, there are still a number of outstanding issues to be finalised, mostly in relation to the buildings claim.  Some elements of the building work within the Civic Centre are still to be completed.  The Sheepmount too may require further remedial work in places while there are still issues to be resolved between the main contractor and the City Council.  Finally the programme of depot improvements and the rationalisation of facilities is also still to be carried out.  It will be necessary therefore to retain some elements of the insurance settlement to be carried forward into 2006/07 to meet these remaining commitments, provision for which was agreed as part of the final agreement. 

2.7
As well as the buildings claim, there is another issue with the indemnity settlements   that have been received as part of the contents claim.  This arises when an asset has been lost but will not necessarily be replaced or perhaps replaced in a different way i.e. if the original asset is no longer available.  Present estimates are that approx. £360,000 has been received in indemnity settlements but has not yet been allocated to services.  In view of the remaining uncertainty concerning the buildings claim in particular, it is recommended that this sum be retained and carried forward into 2006/07 as a provision to meet any remaining commitments arising out of the flood should the sums retained in the buildings provision not be sufficient.  The position can then be reviewed as part of the 2007/08 budget cycle by which time any outstanding commitments should largely have been incurred. 

2.8
Finally it should be noted that all flood related expenditure has been charged into the revenue account along with any reimbursements received in consequence.  Any variation from this treatment will be reported verbally to the Executive.

3.
BELLWIN CLAIM

3.1 The Bellwin Scheme of Emergency Assistance to Local Authorities was the second source of funding available to meet the costs of the flood and its aftermath.  The essence of the scheme, which is administered by the ODPM (as was), is that it covers additional costs incurred by authorities in dealing with emergencies and other situations out of its control that would not normally be covered by insurance.  There is a threshold below which no costs can be claimed and in the case of the City Council this sum was just over £27,000.  Expenditure above this sum can be claimed at a rate of 85% which means that an authority has to bear £15 out of every £100 spent above the threshold as well as all costs below it.


3.2 
The Bellwin claim, which was also a complex affair, was submitted in November 2005 and following audit, the final payment due to the Council under the Scheme totalled £409,872 compared to expenditure based on net approved costs of £509,429.  The City Council therefore had to fund the balance of £99,557 that was either below the threshold or was included in the 15% not covered by the scheme.  An analysis of the main heads of the Bellwin claim is also included in Appendix A.  

4.
CITY COUNCIL FUNDED COSTS

4.1 One of the first actions of the City Council following the flood was to set aside £1.07m of its own resources to meet any costs arising from the disaster.  For it was always apparent that no matter how comprehensive the Council’s insurance cover, nor how generous the Bellwin Scheme that the City Council would still have to bear an element of the costs of the flood.  Most obviously these costs would include the insurance excesses of £36,000, the balance of the Bellwin claim totalling £99,557 and also any external expenses incurred in dealing with either the Bellwin or the insurance claim.  These expenses themselves came to over £42,000, excluding the cost of the time of Council officers in dealing with the two claims.  The flood also increased the City Council’s insurance premium costs in 2005/06 by over £100,000.  

4.2
Appendix A to the report summarises these and other costs that are estimated to fall against the City Council’s  £1.07m provision.

5.
CITY COUNCIL INSURANCES IN 2006/07

5.1
As far as the Council’s insurances are concerned, agreement has been reached with St Paul Travelers for renewal of all insurances from 1 May 2006 for a further twelve months.  The terms of the agreement remain as reported to the Executive in April i.e. including the 20% co-insurance clause for any future flood damage at the Sheepmount Bitts Park and Stony Holme golf pavilion.  

5.2
It was reported in FS7/06 that the Council’s property portfolio was being revalued for insurance purposes and that this exercise might impact on the overall cost of the premia to be paid for 2006/07.  The revaluation has been completed but currently the final figures are still awaited, including the impact of additions to the portfolio, most notably Talkin Tarn.  It is therefore not yet possible to report on the final cost of the Council’s insurances for this financial year.  This information will be presented to members at the next Executive meeting to be held in July along with any financial implications if the cost of the premia in 2006/07 exceeds that provided in the budget.

6.
CONCLUSIONS

6.1 The Carlisle floods of January 2005 are thought in toto to have generated the largest overall insurance losses in this country since the October 1987 hurricane that devastated the South of England.  The floods are also believed to have been the most damaging in Britain since the North Sea floods of January 1953 while it is probable that few local authorities, certainly at a district level, have faced such a situation as that faced by the City Council last January.

6.2
It is difficult to give a definitive answer to the cost to the City Council of such an all embracing disaster as the January 2005 flood.  As well as the direct costs, there are the intangible costs of other work postponed or not carried out and which do not necessarily feature in the ‘balance sheet’ of the event.  Nevertheless the sums recovered from the insurers and from Bellwin give a reasonable estimate of the direct costs together with those items identified as falling on the City Council’s own £1.07m provision.  The total figure of all those items as set out in Appendix A is over £7.9m.

7. CONSULTATION

7.1 Consultation to Date.  Senior management team have considered the report and        their comments incorporated therein

7.2 Consultation proposed.  Corporate Resources Overview and Scrutiny will           consider  the report on 29 June 2006.

8. RECOMMENDATIONS 
            Members are asked to note:

8.1 That the report on the outturn of the insurance claim following the January 2005 flood be noted and that provisions be retained in 2006/07 to meet the estimated remaining balance of expenditure on the Civic Centre, the Sheepmount and any other outstanding building works.


8.2 That the balance of monies on the contents claim estimated at £360,000 be held as a contingency pro tem pending final completion of the building works and if not required for that purpose be reviewed as part of the 2007/08 budget process.


8.3 That the position on the renewal of the authority’s insurances for 2006/07 be noted and the final costs reported to the July meeting of the Executive.


8.4 Members are asked to note and approve the expenditure incurred in 2005/06 on the October 2005 Flood amounting to £45,696 be charged against the £1.07m set aside for flood recovery.


9     REASONS FOR RECOMMENDATIONS

9.1
To report on the outturn of the flood and to discuss any outstanding financial implications

10 IMPLICATIONS

· Staffing/Resources –  Contained in the report

· Financial – Contained in the report

· Legal – None

· Corporate –  None

· Risk Management –  None specifically although the report deals with the outcome of the insurance claim

· Equality Issues – None

· Environmental – None

· Crime and Disorder – None

· Impact on Customers – None

A Brown

Director of Corporate Services

Contact Officer:
David Steele



Ext:
7288

Corporate Services, Carlisle City Council

6 June 2006

DKS / CH

Appendix A

Carlisle City Council – Estimated Cost of January 2005 Floods


£
£
£

Costs met by Insurance




Buildings:

Civic Centre 

Sheepmount

Bitts Park Buildings

Botcherby CC

John St Hostel/Homeshares

Willowholme

Other Buildings


Total Buildings Claim
1,805,000

580,000

439,628

302,463

261,003

168,795

177,875
3,734,764







Contents

General Contents

Computer Contents
Total Contents Claim

1,181,049

749,943
1,930,992







Increased Cost of Working Claim



951,583


Motor Claim



70,052


Total Insurance Claim

6,687,391







Deduct Excesses



(36,000)


Total Insurance Reimbursement


6,651,391






Costs met by Bellwin Scheme

DSO Works – various

Evacuations/Temporary Rehousing

Dangerous Trees/Timber Removal

Other eligible costs
Total claim net of income received

Less Threshold and 15% non eligible costs
                                                                                                                                                                                                                                                                                                                                                                                                                                   

                                                                                                                                                                                                                                                                                                                                                            

Total Bellwin Reimbursement




239,627

110,148

109,082

50,572
509,429

(99,557)
409,872


£
£
£

Costs to be met by the City Council (from £1.07m provision)




Specific Budget Allocations

Carlisle Renaissance (Exec. 18/4/05 Ref. CE 07/05)

Increased Insurance Premiums 2005/06(base 06/07)

Open for Business Campaign (net of grants)


Grant – Cumbria Community Foundation


Claim Related Costs

Bellwin (Threshold & 15% Not Eligible)


Other Costs Bellwin/Insurance

Insurance Excesses (3)


Costs Not Covered By Insurance/Bellwin Claims

CTS Staff costs not eligible from Insurance/Bellwin

Other Costs not eligible from Insurance Claim
Bitts Park Portacabin – additional hire costs

Misc Fencing & Tree Works 

Loss of Income PCN (est)

Miscellaneous

Commitments in 2006/07

Marsh Consulting/Insurance Claim

Total of City Funded Items


150,000

108,600

24,373

60,000


99,557

42,179

36,000

146,977

63,046

9,637

96,608

20,000

3,462


342,973

177,736

339,730

5,676


866,115

TOTAL COST OF THE JANUARY 2005 FLOOD


7,927,378

Other Items

October 2005 Flood (Net of Insurance Claim)
Balance of £1,070,000 Still Available

Add Sum already allocated (see above)

Total of City Council Budget Allocation

45,696

158,189
203,885

866,115

1,070,000

Notes:

1.  The costs of the October 2005 flood are estimated at approx. £45,696 net of the insurance claim.  These costs have been charged against the City Council’s £1.07m provision.  The costs include damage to Harraby CC for which an insurance claim is to be made (excess of £10,000 will apply) and Street Cleaning /Highways works at Willowholme Industrial Estate which could be connected to the January Flood.      

2.  The flood also caused a temporary impairment of the authority’s fixed assets and a charge of £1,111,559 was made in the 2004/05 accounts.  This was purely an accounting entry and has no effect on the ‘bottom line’ as it is reversed out elsewhere in the accounts.

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: None" \* MERGEFORMAT 
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: None
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