District Authorities Insurance Provision Action Plan 
(Draft One – 17/05/2007)

The following areas are key to best practice and savings opportunities;  
(1) Communicate Effective Risk Management
Ensure optimised insurance quotations are received by insurance providers by authorities effectively articulating a clear story of what has happened to the authority and the plans and activities it has put into place to reduce or eliminate risks. This can be achieved by;

(a) Putting effective operational risk documents in place to articulate what actions have been taken to reduce risks. This should also link to risk policy and claims i.e. strategic risk documents and corporate risks.
(b) Providing the insurance providers with more information on what has happened at authority level and will allow for more accurate pricing by the underwriter i.e. information on how risks are being managed better and detail actions to reduce losses and risk manage.
(c) Effective information and the right data on risk management going into a tender will deliver savings by way of more organisations wishing to tender for the work as opposed to a sole tender.
Suppliers can’t quote effectively unless they can see the risks. This would provide the potential for more bidders for the authority insurance portfolio.

(2) Improved Competition and Tendering

Ensure authorities are in a strong position to go to the marketplace with effective data to ensure several large providers desire to bid effectively for insurance contracts as the market structure is changing, for example; AIG are now able to offer “one stop shop” cover for all insurance provision for local authorities. This could be enhanced by;
(a) Authorities not tying themselves into an agreement early on before assessing all of the options.

(b) Create a standard regional tender document allowing for different excess levels and work up a matrix and portfolio approach, a smaller portfolio will have very few residual risks.

(c) Claims experience – if grouped into five years this will make pricing very difficult, a year on year picture will allow for more market interest and more accurate pricing. Also details of larger claims (anything above £10,000 for a district).
(d) Long term agreements tend to fall in the insurers favour, consideration could also be given to risk premiums i.e. money back for good performance etc.

Ensure the correct information gets to potential providers i.e. triangulation and raw data etc. Also ensure there is a clear strategy for what risks are going to be covered rather than purely historical cover. Consideration could be given to streamlining the policies you buy and what is it you wish to insure, key areas for review are; land charges, terrorism cover, fire policies and malicious damage etc – do all of these risks need to be covered?
(3) Consider Consortia or Clusters
If a consortium was considered a clear indication of which authorities wish to participate at the start should be established, 5 to 6 authorities would be a minimum viable position. Bulk purchasing will not automatically provide greatly improved pricing, however if this is combined with standardised excess levels etc this will support optimized pricing. The following issues can be considered;
(a) Catastrophic loss – you can have one premium for all in the group i.e. £50 million to spread the cost for all. Under a consortium arrangement cover can be spread over 10 to 20 authorities potentially, there can still be a flexibility for individual authorities and still have separate policy codes and separate rates and risks.
(b) For a consortium to work effectively, all participating authorities would need to be brought up to a reasonable standard before joining a group so other authorities would not be compromised.

(c) If a consortium arrangement were put in place, additional benefits could be; a pool of risk control training days to build capacity and capability, a resource pool with access to risk control and the underwriters, this could also act as an umbrella to share claims data and would provide additional value to the participating group.

(d) Other authorities do not have to carry the worst risk in their premiums.

(e) Insurance providers are interested to support a consortium approach, however, the number of authorities in the consortium and the definition / terms of engagement for the consortium need to be clearly set out to ensure commitment and engagement to the process.
(f) Concerns around suppliers bidding and then prices being used to negotiate a better arrangement with chosen or incumbent suppliers. There should be a genuine appetite to change to alternative providers or arrangements.

(g) This will work more effectively if authorities move away from handing over a smaller segments to the marketplace. If a consortia gets too big (above 8 – 10) it will potentially get too complicated, better to join authorities together via risk profile rather than geography and phase in renewal dates. This is also linked to risk profiles (housing or leisure centres etc) consistent profiles and data.

(h) A scroll on approach can be considered due to varying contract start dates this would allow for full engagement longer term.

(i) Also an effective exit strategy for authorities should be in place to ensure the consortia is not de-stabilised i.e. going to unitary status etc.
Consideration should also be given to this being led effectively as a project, ensuring insurance officer expertise is paramount and at the forefront of the project. i.e. not necessarily procurement lead or broker lead.
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