
	Part One
	ITEM NO. 6



REPORT OF THE CITY TREASURER 


TO THE: LEAD MEMBER FOR CUSTOMER & SUPPORT SERVICES ON 18/ 05/09 


TITLE: PROPERTY RENEWAL 2009/10

RECOMMENDATIONS:

The Lead Member for Customer and Support Services is requested to

· Renew the main Property, Business Interruption, Money, All Risks and Works in Progress policies with Risk Management Partners / AIG (excluding Terrorism); and
· Renew Terrorism cover with Aon Crisis Management;

according to the terms outlined in this report.


EXECUTIVE SUMMARY:

The purpose of this report is to inform the member of the terms for the renewal of property insurance with effect from 1ST of June 2009. Renewal terms have been submitted in line with the existing long-term agreement. 


BACKGROUND DOCUMENTS:

Salford 2009 property renewal document from the Council’s appointed broker is available 


ASSESSMENT OF RISK:

Insurance cover is purchased as a risk transfer mechanism where the authority feels there is too much exposure to risk in funding a potential occurrence.


SOURCE OF FUNDING:

The source of funding is the 2009/2010 revenue budget.

COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

LEGAL IMPLICATIONS: Legal advice is considered not to be required in this instance

FINANCIAL IMPLICATIONS: Are covered in the report

PROPERTY (if applicable): N/A

HUMAN RESOURCES (if applicable): N/A


CONTACT OFFICER:

Cliff Peacock Corporate Risk Manager   

Tel: 0161 793 3239 

Cliff.peacock@salford.gov.uk


WARD (S) TO WHICH REPORT RELATE (S): All Wards


KEY COUNCIL POLICIES: N/A


DETAILS: See document attached.


1. Background 

The Council retain AON to obtain renewal terms from existing insurers for property cover and the insurance policy is currently under a three year Long Term Agreement 

( LTA ) expiring 31st May 2010, with an option to extend for a further two years at the Council’s discretion. 

AIG security 

AON confirm that AIG business meets the criteria of their Security Committee and are currently A+ rated. Additional comfort is given, as arrangements are in place such that if AIG’s security rating falls below an acceptable level, Salford would be released from the Long Term Agreement.  

2. Renewals figures for 09/10 

Premium and Fee Summary

	Class of Insurance
	A. Last year’s Renewal  Premium (£)  A
	B. Renewal Premium quotation (£)B
	C. Recommended Premium (£)

	1.Property Damage
	465,476.27
	405,085.85
	384,831.57

	2. Business Interruption
	Included in above figure
	20,193.79
	19184.10

	2.Work in Progress
	5,025.64
	5,025.64
	5,025.64

	3. Terrorism
	142,405.25
	116,741.77
	94,680.00

	4. Terrorism - WIP
	616.00
	616.00
	616.00

	5. Artscope (including Fee)
	18,825.48
	20,458.03
	20,458.03

	6. Aon Fee
	5,000.00
	5,000.00
	5,000.00

	Total Premium (excl IPT/VAT)
	637,348.64
	573,121.08
	529,795.34


3. Additional considerations at renewal

· The Housing stock transferred to City West Housing Trust on 9 October 2008 has reduced the Council’s overall exposure on domestic stock by around 60% and the overall premium by around 13%. Although this reduction may seem small it is actually at an appropriate level given the lower risk of loss associated with housing property.
· Quotes to increase indemnity periods on Business Interruption from 12 to 24 months in line with our revised approach to Business Continuity Planning are also set out above.

· AON Crisis Management team have established an alternative Terrorism market and have provided an alternative terrorism quotation of £94,680 with a view to offering further reductions at this renewal. This quote matches the £60m property limit offered by Pool-Re albeit with a generic excess of £100K on each and every loss. A significant number of Local Authorities have already benefited from the saving available in comparison with Pool-Re.

4. Recommendation 

The premium figures in Column C are recommended and represent the best renewal value and include an additional reduction of 5% in this year’s renewal provided that the option to extend the existing LTA for two years is taken now rather than in 2010. If accepted the saving for early take up of the extension will also be applied to the following years’ renewals. This would generate a saving of £20,254.30 at this renewal and over the period of the extended Long Term Agreement this represents an approximate saving of £60K. 
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