Wiltshire Council
Cabinet

21 January 2025

Subject: Insurance Services Tender

Cabinet Member: ClIIr Nick Botterill - Cabinet Member for Finance, Development
Management, and Strategic Planning

Key Decision: Key

Executive Summary

Our current5-year contracts for insurance services end on 31 March 2025.
These contracts cover our potential financial liabilities for a variety of insurance
claims such a publicand employers’ liability, motor vehicles and buildings.

A procurement process commenced in December 2024 to secure insurance
cover from 1 April 2025, to ensure that the council has the right cover in place,
including those covers that are required by law.

This report seeks approval for delegation to the Director of Finance and
Procurementin conjunction with the Corporate Leadership Team to award the

insurance cover to the successful bidders.

Proposals
That Cabinetnotes:
1) Theinsurance lotstructure and intended insurance arrangements;
That Cabinetagrees:
1) To delegate the award of the relevant contracts to the winning bidders to

the Corporate Director, Resources, in consultation with the Cabinet
Member for Finance, Development Management, and Strategic Planning.

Reason for Proposals

Not having insurance cover in place would expose the Council to significant
financial risk.

Lizzie Watkin
Corporate Director, Resources
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Purpose of Report

. To set outthe process being followed to obtain tenders for the council’s insurance
cover,; the timetable being followed, the lot structure, claims self-handling
arrangements, the agreed evaluation criteria and the award of contract(s) to the
winning bidders.

Relevance to the Council’s Business Plan

. The provision of insurance cover helps to maintain all aspects of the Business Plan by
providing a level of financial certainty in a volatile claims market.

. Insurance is a financial mechanism whereby an individual or organisation can transfer
an unknown potential liability into the certainty of a smaller but fixed annual cost.

Background

. Our currentinsurance cover was awarded under a contract that commenced in March

2020 for a maximum of five years following the last tender process. The annual cost of
the contract for the financial year 2024/2025 was £1.3m.

. Aninsurance tender has been drawn up to reflect the currentareas of cover that the
council has as well as other areas where it currently chooses to self-insure but
depending on the proposals received, it may be advantageousto changethe
approach. It has been made clear in ourtender thatthe Council can choose notto
purchase certain types of cover and that it can chose to purchase differentlots from
different providers if that is the outcome of the evaluation

. The council has appointed Arthur J. Gallagher Insurance Brokers Ltd to advise on the
tender, best industry practices and the current state of the insurance market.

. The Brokers have assisted with the structure of the tender lots and the evaluation

criteria for each lot and will be part of the evaluation process once the tenders are
submitted. The Council will also independently review and assess the tenders
received.



Main Considerations for the Council

The currentinsurance cover as awarded under various contracts that commenced on

1 April 2020 for a maximum period of five years following the last tender process. The
annual costs of the contracts for the financial year 2024-2025 was £1.4 million.

9. The council is committed to ensuring thatit maintains an optimum balance between
internal and external insurance within a framework of prudentfinancial management.

10.In determining the balance between internal and external insurance the council will
seek to:

e Insurerisks internally where itis financially prudentand advantageous to
do so
e Purchase external insurance or arrange cover through an alternative risk
transfer arrangement:
i. Where required by law, i.e. Employer’s Liability and Motor
Insurance
ii. To cover catastrophic events
iii. To limit the financial exposure of the council to the cumulative
effect of multiple small losses.

11.An insurance tender has been drawn up to reflect the currentareas of cover that the
council has, aswell as other areas where it currently chooses to self-insure but,
depending on the proposals received, it may be advantageousto change the
approach.

12.1t has been made clear in the tender that the council can choose notto purchase
certain types of cover and it can choose to purchase lots from different providers if that
Is the outcome of the evaluation.

13.The council has appointed Arthur J Gallagher Insurance Brokers Ltd to advise on the
tender, best industry practices and the current state of the insurance market. The
brokers have assisted with the structure of the tender lots and the evaluation criteria
and will be part of the evaluation process once the tenders are submitted. The
council’s procurementand insurance teams will also independently review and assess
the tenders received.

14.The lot structure is as follows:

o

1. Lot 1 - Property — split by type, i.e. general, education, housing
2.

Lot 2 — Industrial and Commercial Property (where the council isthe ownerand
landlord)

Lot 3 — Casualty — which includes public liability, employers’ liability, official’s
indemnity and professional negligence covers

Lot 4 — Motor (for vehicles that the council owns, rents or leases in)

Lot 5 — Personal Accidentand Travel — for school trips and outings

Lot 6 — Leasehold and Shared Ownership Housing (where the council is the
vendor/freeholder)

15.The tender was released on 18 December 2024, then followed a period for prospective
bidders to submit clarification questions, with final tender submissions to be received
by 31 January 2025.



16.This allows the council to take a full view on whatlots to award, decide on levels of
self-insurance, and other matters regarding coverage.

17.A report with recommendations as to the cover to be taken out will be produced by the
Procurementteam, in conjunction with the broker and Insurance Manager, and
presented to the Director of Finance. The council will notify all bidder(s) of the outcome
and cover will commence on 1 April 2025. The contract(s) will be for a maximum of 5
years (3 years with an optional 2 year extension).

18.The Excesses will be set againsteach of the policies for the major risk areas. These
currently vary depending on the insurance category and are set out in the appendices.

19. Arrangements for dealing with claims also varies according to type and value and
these are included in the same table.

20.The council also has a limit known as a “stop loss” which caps the maximum amount
that can be paidin any oneinsurance year. These limits vary across the different
insurance types ranging from £0.65m to £1.5m. Once the relevant limitis reached and
additional claims are paid in full by the insurer, regardless of the value.

21.Currentlyitis not envisaged thatthe way claims are handled orthe in-house limits will
alter.

Safeguarding Implications

22.There are no safeguarding implications associated with this tender exercise.
Public Health Implications

23.There are no public health implications associated with this tender exercise. :
Procurement Implications

24.The Procurementteam have been closely involved in the design and operation of this
tender exercise. The Procurementteam have been responsible forreleasing the

tender, dealing with clarification questions and collating the final bids.

25.The tender will be conducted in line with relevant UK Procurementlegislation, the
Council’s constitution and applicable policies.

26.The Insurance Team and brokers, as subject matter experts, have also had close
involvement.

27.The evaluation of the final bid(s) will be a collaboration between Procurement, the
Insurance Team and the brokers.

Equalities Impact of the Proposal
28.There are no specific Equalities impactrelating to the proposal.
Environmental and Climate Change Considerations

29.There are no specific considerations outside of the Council’s existing policy.



30.There will be no changes to energy consumption.
31.There will be no changes to emissions relating to this proposal.
32.There are no environmental risks associated with the proposal.
33.This contract is plannedto run for a maximum of 5 years.
Workforce Implications
34.This proposal will be supported by existing workforce capacity.
Risks that may arise if the proposed decision and related work is not taken

35.If insurance coveris notin place for 1 April 2015 the council will directly bear the cost
of all claims made againstit, which represents a significant financial and reputational
risk, as well as threatens service delivery,

Risks that may arise if the proposed decision is taken and actions that will be
taken to manage these risks

36.Claims againstthe council will continue to be received and will continue to be
managed in line with existing practices.

37.1tis possible that due to worsening market conditions, the insurer(s) breaks the long-
term agreement. The council then has the option of accepting the change or can
chose to go back to the market via anothertender process.

38.Insurance can be seen a risk managementtool whereby unavoidable risks can be
managed by converting some of the risk into an annual fee, the value of which is
known. Thisis a form of risk transfer.

39.Conversely, good risk management processes and associated controls and checks
can reduce insurance claims occurring and, when claims are made, can be usedto
defendthe Council againstthe claims.

Financial Implications

40.The full financial implications will only be known when all the tenders have been
received and evaluated. As part of the evaluation, consideration will be given to the
levels of excess and stop losses which will also have an impact on the premium for
each lot

41.The aim is that by balancing these risks that the council takes in terms of self-
insurance and third-party coverage; the cost will notbe greater than thatcurrently
paid.

42.However, due to high levels of inflation over recentyears and changesto the
insurance market, if thisis not possible then the balance of premium and retained risk
will be assessed and balanced so that the most prudentoption is chosen.



Legal Implications

43.This procurementexercise is being carried out in line with relevant UK Procurement
legislation, the Council’s constitution and applicable policies.

44.The tender will include the Council’s terms and conditions of contract.

45.Legal advice will be soughtwhere necessary.

Overview and Scrutiny Engagement

46.No specific consultation with Overview and Scrutiny has taken place

Options Considered

47.The options are as follows:

Do nothing/self-insure all losses — This would give rise to a significantand
unmeasurable ongoing financial burden. There would be no limit to the value of
claims that the council could face, whereas with insurance and stop losses there
is. A small number of large value claims could have a catastrophic effect on
finances and adversely affect service delivery.

The council to establish its own captive insurance company as a method of
alternative risk transfer— This would allow the council to directly access the
reinsurance market, whilst self-insuring its own risks. In effect, the “premiums”
paid would be reinvested into paying for claims and for risk management.
However, thisis currently not a feasible option due to high start-up costs and
large amounts needing to be set aside (often offshore) to allow for claims to be
paid, thus being only feasible for much larger organisations. Central government
have issued a consultation in November 2024 on the introduction of a UK-based
captive insurance framework which would sit outside of Solvency Il regulation.
Depending on the outcome and any resultantlegislation, thisis an option that we
will continue to monitor. (see appendix 2)

Purchase insurance cover from 15t April 2025 — thisis the only currentfeasible
option and allows for certainty. Even if options a or b above were taken, some
kind of insurance would have to be taken outin relation to employers’ liability and
motor insurance as these are legally required.

Conclusions

48.The conclusionisthat purchasinginsurance is the most sensible and suitable option,
and that for practicality purposes, authority to make the award will be delegated to the
Director for Finance.

Lizzie Watkin - Corporate Director, Resources

Report Author: Kay Beckett, Insurance Team Lead

Appendices
Appendix 1 — Currentexcess levels and claims handling arrangement
Appendix 2 — Overview of captive insurance

Background Papers
None



Appendix 1

Current Excess levels and claim handling arrangements
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Appendix 2
Overview of Captive Insurance

The establishmentof a captive insurance company as a method of alternative risk
transfer instead of insurance is not a feasible option for the council to transfer/mitigate
its risks at this time.

Local authorities tend towards conservative management of financial risks, which

withoutthe certainty of insurance could be unlimited. The insolven cy of Municipal

Mutual Insurance (with a vast financial impacton its Local Authority policyholders,
including this authority) being a noted case in point.

We acknowledge thatthe placement of risks via captive schemes has the potential to
be less costly than via traditional insurance placements, however, insurance is an
established method of capping and transferring risk.

The council’s insurance portfolio already makes use of large deductibles, reinsurance
and stop losses to retain certainty of its maximum financial liability and effectively self-
insure all butthe largest risks.

The council’s Insurance Team also handles claims (dealing with lower most level
claims in-house) and works alongside the corporate risk function to advise on
operational risk matters.

As it stands, the council cannot afford to self-insure all its risks withoutan effecton
service delivery, and additionally is not approved by the Financial Conduct Authority
(FCA) to be able to do this. There is also the matter of compulsory insurances such as
Employers’ Liability and Motor insurance which are statutory requirements.

Central governmenthave issued a consultation in November 2024 on the introduction
of a UK-based captive insurance framework which would sit outside of Solvency Il
regulation. The consultation runs until early February 2025 and secondary legislation
would be likely to be required to allow the captive framework to operate.

While we will follow the outcome of the consultation with interestand will certainly
investigate it further as an option at the end of the next fixed term (potentially with the
pooling of risks with other local authorities). There is also the possibility of the
government providing either seed capital or parental guarantee to the Local
Government Mutual, which hasthus far not been able to establish itself as a viable
alternative to commercial insurance.

CurrentRisks/limitations:
e Timescales involved — 6-12 months (not possible before 1/4/2025)
Capital requirements as required by Solvency
Most captives are held offshore
Limited market for direct reinsurance

Same PRA/FCA requirements for authorisation And ongoing compliance as
standard insurers

High initial set-up costs

e Uncertainty of maximum financial liability

Potential benefits:
e Reduced cost of premium



Ability to reinvest premiums into increasing insurance claim reserves and
potentially as a source of funds thatcan be spenton service delivery
Taxation advantages

Ability to directly access the reinsurance market



