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Report to: Audit Committee

Agenda item: 9

Date: 20 March 2012

Subject: Insurance Programme

Sponsor: Deputy Chief Constable (presented by C/Supt Brogden)

For: Information

1. PURPOSE OF PAPER

1.1 To provide a summary of the British Transport Police Authority (BTPA) and Force risk
financing programme.

2. BACKGROUND

2.1 BTPA and the Chief Constable hold joint insurance policies to protect against the
financial consequences of a variety of risks. The Force and Authority’s risk financing
programme expired on 30 September and having run under Long Term Agreements
(LTAs) for 5 years fell due for EU tender in 2011. This was undertaken in conjunction
with our Insurance Brokers, JLT, and the procurement team were also been involved
where necessary.

2.2 Significant matters that affected the outcome of the tender were the 2 fire claims from
2008 (totalling £1.2million), the Leeds water escape claim from August 2011(£75k) and
the travel fraud claim form 2010 (paid in 2012 at £32k). A number of significant motor
claims (over £25k each including 2 over £75k) had also occurred.

3. RISK FINANCING STRATEGY

3.1 The strategy and objectives of the tender exercise were to:

o Review policy coverage and ensure appropriate cover was in place from renewal

taking account of changes to our risk profile
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3.2

3.3

e Minimise the increase in budget requirement for both the insured and self insured
elements of the programme where possible. An increase was expected to be
required given the known and well publicised market rating increases for motor, and
BTP/A’s detrimental property claims experience

e Identify any aspects of cover that were capable of an increased level of self-
insurance e.g. increased deductible

o |dentify areas where cover could be rationalised or removed to realise financial

efficiencies.

In June 2010 BTP became full members of SEERPIC (the South East & Eastern
Regions Police Insurance Consortium) to enable it to add the financial benefits of
consortium purchasing to the advantages of sharing non financial benefits and best
practice that we had enjoyed as observer members. Our risk financing tender in 2011
therefore needed to align BTP with SEERPIC’s LTA expiry dates in 2012 and 2013/15 to
enable us to join the SEERPIC tenders at the next available opportunity; and with
deductibles and policy coverage as far as possible where cost effective to do so to

enable the financial benefits of full alignment to be realised.

As part of the tender exercise detailed analysis of premiums and claims was completed,
as well as independent benchmarking with the SEERPIC Forces to establish the

optimum balance between external insurance and self insured retentions going forwards.

PROGRAMME ANALYSIS

The results showed that BTP/A needed to take a larger self insured retention on third
party motor risks to avoid simple pound swapping plus profit with Insurers, and options
were included within the tender. Other classes were indicated as already having the
optimal balance. The tender result indicated that the most cost effective solution was to
increase the deductible on motor form £5k to £25k and this recommendation was agreed
by SCT.
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4.2

4.3

4.4

4.5

4.6

A critical review of all covers was undertaken including the Personal Accident policies for
BTPA Members, police staff and officers with a view to removing cover completely given
the lack of obligation to provide it and the need to reduce costs. We had already
significantly reduced the cover at the 2010 renewal, restricting cover to assault only
which resulted in a saving of approx. £25k. As the cost to keep assault cover was

minimal, SCT agreed to retain it.

The Fidelity / Crime policy was also considered in detail. In 2010, Finance requested
additional cover following the change in BTP’s banking arrangements as it was
considered that there was an increased risk associated with internet fraud i.e. hacking by
third parties, and this resulted in the premium increasing by 400%. As part of the tender
a review of the required cover was undertaken and quotes requested on both basis to
see which was most cost effective. A Fidelity wording with additional third party cover

was agreed as the way forward which resulted in a premium reduction.

Details of the current risk financing programme are shown at Appendix A. BTP/A
insures with 2 specialist Public Sector insurers, Chartis (through Risk Management

Partners) and Travelers Insurance Company.

BTP/A’s cover and limits for Property, Fidelity, PA and Travel will be aligned with the
SEERPIC standards for the 2012 tender where possible. This will result in increased
indemnity limits for the PA cover and standard negotiated extensions that may be useful

if not wholly necessary, such as wider cover for seized property and POCA money.

New risks, projects and activities are routinely analysed for risk financing implications
and where necessary additional cover may be purchased. A risk based decision is
made in determining whether to retain or finance risks with the originating department.
Examples include specific contractual liabilities (retained) and the potential requirement
for medical malpractice cover in respect of the Underground (to be purchased). Market
developments are also routinely considered to determine alternative risk financing

solutions and areas of restriction or additional coverage.

Page 3 of 5
NOT PROTECTIVELY MARKED





Agenda ltem 9

BRITISH NOT PROTECTIVELY MARKED

~ TRANSPORT
%% POLICE

4.7  Work is ongoing by West Yorkshire Police on behalf of NPIA to build a National Police
Insurance Framework which may be a suitable option for the Consortium to use in future
risk financing tenders, and may be mandated at some juncture. BTP is leading the
consultation for the SEERPIC Forces.

5. UNINSURED RISKS
51 There are a number of risks that are either uninsurable or are uninsured because a
positive decision has been made not to insure, for financial, coverage or risk reasons.

These are:

5.1.1 Riot Damages Act — damages under this Act are uninsurable. However, when we
considered our position in light of the summer disturbances in 2011 we determined that it
was highly unlikely that BTP would be considered a Police Area under the Act. Indeed
the claims we received for the summer disturbances have been successfully passed to
the MPS to settle.

5.1.2 Motor Own Damage - this is an uninsured risk and does not form part of the self
insured programme, being managed entirely by Fleet Department. Split liability claims
and non-fault claims are funded by Fleet Department. Corporate Risk Team until
recently successfully undertook all uninsured loss recovery on behalf of Fleet but this

has now been outsourced. 100% fault claims are funded by Areas.

5.1.3 Exemplary / Punitive Damages — Uninsurable with our current Insurers. Claims
involving these elements of damages are funded from the claims budget. SEERPIC’s
insurers provide cover fro exemplary damages so it is likely this will be covered (subject
to deductibles) in the 2013/15 tender.

5.1.4 Gradual Pollution / clean up costs — uninsured. No activities are undertaken that

would require an extension of cover eg bulk fuel storage.
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5.1.6

5.1.7

Money — BTP/A does not carry any significant cash floats of its own to make cover
economic. Proceeds of Crime Act (POCA) money has been insured but cover was of no
value since seized money could not be counted. ‘Show’ money was considered in 2010
but Crime Department concluded there was no significant risk. Cover may be provided

automatically as part of the 2012 SEERPIC tender, for all or some of these risks.

Engineering — uninsured. Statutory inspections are included in maintenance contracts.

Estates determined in 2006 that additional cover was not required.

Airside Liability — no longer insured. There is no airside activity at present.

RECOMMENDATIONS
That Members note the current risk financing arrangements and strategy used to

determine types and levels of cover.
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Appendix A

Class of Business Detail Insurer Limit of Indmenity Deductible Aggregate Deductible
Casualty Employer's Liability £50m £100k

Public Liability including Libel & Slander £50m £100k

Professional Indemnity Travelers Insurance Company £om £50K £768k

Official's Indemnity (Financial Loss) £5m £50k
Motor Third Party liability Chartis P1 Unlimited, TPPD £20m £25k £350k
Property Material Damage (Buildings / Contents / IT) per schedule £5k n/a

Loss of Rent £5.5m n/a

Increased Cost of Working Travelers Insurance Compan £5m / 36 months n/a

Contact Works PaY £1.5m £5k

Reinstatement of Data £500k £5k

Terrorism per schedule £5k
Fidelity Theft / Fraud by employees Chartis £50k n/a

Third party computer fraud £50k

Business Travel (UK flights / overnight stay
Personal Accident / Travel plus all abroad) Nil n/a

PA for Officers and Staff (death by assault 24 3 x annual salary (to be

hrs) Chartis increased to 5 x from 1/10/12)

PA Specials £100k

PA Members £50k

PA Volunteers £50k






Appendix A
INSURANCE PREMIUMS

Material Damage / Contract Works
Terrorism

Fidelity / Crime
Liability
PA/Travel
Motor

Broker Fees / SEERPIC Projects

TOTAL
Plus Tax

TOTAL

Claims

EL claims budget

PL claims budget

MV claims budget
Property claims budget
Claims Handling budget

TOTAL PREMIUMS + CLAIMS

2005/06
34,400
12,563
50,000

482,000
1,152
229,950
38,500

848,565
40,503

889,068

£ 400,000

1,289,068

2010/11
50,947
18,066
17,722

233,210
35,149
231,878
10,583

597,556
29,349

626,905

30000
101499
111996

19500

91368

981,268

2011/12 as
existing
deductibles /
Insurers

112,930
16,217
18,037

204,897
43,000

284,200

679,281
40,757

720,038

30000
110000
100000

10000

95000

1,065,038

2011/12
Proposed

112,930
16,217
13,889

204,897

7,145

156,200

10,000

521,278
30,677

551,955

30000
110000
200000

10000

95000

996,955

Premium
to 2011
61,983
-1,849
-3,833
-28,313
-28,004
-75,678
-583
-76,278

1,328
-74,950

Premium diff by
difference 2010 changing deductible /

insurer

128,000

-158,003
-10,080
-168,083










INSURANCE PREMIUMS
All shown Net of IPT

Property

Bl

Contract Works
Terrorism

FG

Ol (D&O to 2006)
Excess Liability

PA/Travel
Motor

Broker Fee

Other Fees (Actuarial / Project etc)

TOTAL
IPT
TOTAL

Claims paid financial year

Property
Other
Claims Handling

Total

2004/05

35,873
7,139

13,262-
50,000
274,250
95,000
175,000
1,152
157,925

36500

846,101

£

th th

2005/06

34,400

12,563
50,000
305,000
75,000
6,000
6,000
90,000
1,152
229,950
38500

848,565
40,503
889,068

2006/07

31/3 - 30/9

th th th th

thththithth

£

th th th

27,930
7,164
208
23,741

3,562

175,844
73,946
13,829
14,029
18,750

11,632

246,003

616,638
30,832
647,470

thththithth th

th

th th th th

Annual

18,620
4,776

15,827
2,375

117,229
49,297
9,220
9,354
12,500

7,755
164,002

7250
3,000
421,205
20,548
441,753

75,945
53,910
26,434
2,447
18
61,163

219,917

th th th th

th

th

£

th th th

2007/08

23,300
4,740
2,926

18,080

2,375

131,590
56,742
9,220
10,497
12,500

20,501
197,836
7250

497,557
24,515
522,072

67,495
73,242
42,024
17,941

0
65,938

266,640

th th th th

thththithth

th

£

th th th th

2008/09

24,404
4,739
8,360

19,636

2,375

138,433
60,656
9,220
11,049
10,500

62,820
200,750

7250
4,000
564,192
27,647
591,839

54
203,668
58,673
29,919
2,269
62,241

356,824

th th th th

th

£
£
£

2009/10

31,215

4,749
10,150
19,533

2,375

138,522
59,423
4,750
13,263
10,500

58,662
224,672

7250

1179.66
586,244
28,891
615,135

8,477
120,476
74,381
5,083

0
105,855

314,272

thththithth th th th th th

th

th th th th

2010/11

35,470

4,850
10,450
18,066

17,722

150,531
63,698
4,750
14,231

35,149
231,878

6000
4,583
597,379
29,340
626,719

50,596
137,969
127,951

975
0
81,610

399,101

2011/12

80,908
27,072

4,950
16,217

13,889

74,575
112,813
1,164
16,345

7,145
156,200

3,310

6,690

521,278
£ 30,677
£ 551,954

Average
40,513
117,853
65,893
11,273
457
75,361

311,351

Premium
difference 2010
to 2011
-£ 45,438
-£ 22,222
£ 5,500
£ 1,849
£ 3,833
£ 75,956
-£ 49,115
£ 3,586
-£ 2,114
£ 28,004
£ 75,678

2690
£ 78,208

Next best score

187,081

15,885

300,500

19,895

119,080

£ 642,441 £

Difference

57,934

1,996

95,603

12,750

-37,120

131,163
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