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CHESHIRE FIRE AUTHORITY 

           ITEM: 2 
MEETING OF : PERFORMANCE AND OVERVIEW COMMITTEE  
DATE   : 13th APRIL 2016     
REPORT OF  : HEAD OF FINANCE 
AUTHOR  : PAUL VAUGHAN 
_____________________________________________________________ 
 

SUBJECT: UPDATE ON NEW AUTHORITY RISK     
   PROTECTION AND INSURANCE ARRANGEMENTS 
_____________________________________________________________ 
 

Purpose of Report 
 

1. This report provides information about the new arrangements for providing 
risk protection and insurance cover to the Authority which have been in 
place since November 2015. 

 

Recommended: That  
 
 [1]  Members note the report. 
 

Background 
 
2. Until October 2015, the Authority procured insurance as a member of the 

Fire and Rescue Insurance Consortium (FRIC: a group of nine Fire 
Authorities across the UK) through joint tendering.  The most recent 
tendering exercise in the summer of 2013 resulted in Zurich Insurance, the 
traditional insurer in the public sector marketplace, winning most of the 
business. The contract ran for a year to November 2014, with a year’s 
option to extend.  

 
3. It appeared unlikely that any further savings from the procurement of 

insurance would be available under the prevailing market conditions as 
there was a lack of competition and therefore a risk that costs could 
significantly increase.  One reason for this concern was the market’s 
reluctance to acknowledge the significant risk management activity 
undertaken in the fire and rescue sector and the impact that this had 
(despite FRIC members producing commonly defined risk profile documents 
and sharing best practice).   

  
4. FRIC therefore sought to identify and develop potential alternatives. The 

result of this was that a hybrid discretionary mutual model was considered 
to be the best solution.  Please see paragraph 6 below for a brief 
explanation of how this works.  

 
5. At its meeting on 12th February 2014, the Authority approved involvement in 

the new arrangement and authorised the Head of Finance to take all 
necessary steps to achieve this.  
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Information 
 
6. The hybrid discretionary mutual model is operated through a company, Fire 

& Rescue Indemnity Company Limited (the Company). This is jointly owned 
by the nine authorities, and has been developed by FRIC. It was 
incorporated on 23rd June 2015 with the Authority as a Member.  The 
Company does not itself provide insurance but operates as follows. 

 
Each of the nine fire authorities pays contributions to the Company. The 
Company then uses these for three purposes: 

 
(i) The first is to retain funds to enable it to pay Member authorities or 

third parties up to certain limits (the retention) where the Directors of 
the Company have considered a claim on a discretionary basis and 
agree that a payment may be made. There are five directors who have 
been appointed by the member authorities. 

 
(ii) The second is to take out and pay for (a) a master excess policy to 

cover Members against large claims in excess of the retention and (b) 
a policy to cover the Company for aggregate losses falling within the 
retention. 

 
(iii) The third is to employ a management company to carry out the 

Company’s business activities. 
 
7. Some of the risks which the Authority faces are not protected by the 

Company.  These are risks arising from travel, personal accident and 
engineering.  FRIC has procured separate insurance cover for these risks 
on behalf of the Authority.  

 
8. The Company has successfully procured the necessary excess and 

aggregate policies.  
 

9. The Authority is an insured party on the excess policy.  The Authority has in 
place its necessary statutory motor, employers’ and liability insurance.  
 

10. The Company has successfully procured the services of a management 
company, Regis Mutual Management Limited, to manage the Company’s 
activities. 
 

11. The new arrangements came into force in November 2015. Since then any 
Authority claims have been made to Regis (acting on behalf of the 
Company).  The system is working well and claims are being processed 
efficiently. 
 

12. The Authority is continuing to work with the other members of FRIC to 
ensure that the members adopt best practice as far as practical in risk 
management.  It is hoped that this will help to reduce accidents and 
incidents, which will in turn reduce claims payments by the Company to its 
Members and third parties.  
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Financial Implications 

13. The financial model does not promise immediate savings as the original 
level of contribution was based on existing premiums.  It is hoped that over 
time the Company will generate surpluses and the Authority will benefit. At 
this stage it is too early to tell what the position is likely to be in the coming 
years, but Members should bear in mind that by its nature the provision of 
protection as described above can be volatile.   

 
14. The level of contribution paid to the Company has been slightly higher than 

the premium paid in November 2015 to Zurich (and AON who also had a 
small amount of the business).  There are two relevant factors here.  The 
first is that FRIC would have had to tender the insurance business again in 
the summer of 2015 if the new arrangements not been in place. Given the 
state of the market it is likely that premiums would have increased.  The 
second is that any surpluses which might occur in the hybrid mutual model 
will be retained in the Company, to be used as agreed by the Company’s 
Board of Directors, who are all appointed by the Authority Members of the 
Company. In the traditional insurance model premiums are simply paid to 
an insurance company and no benefit accrues to the Authority from years 
during which claims are low.   

 
Legal Implications 
 
15. The move to the new arrangements has required the Authority to become a 

member of a jointly owned company.  It is believed that the way in which the 
Company has structured its business provides appropriate protection to the 
Authority.  However it is important that the arrangements are kept under 
review.   

 
Equality and Diversity Implications 

16.  There are no equality and diversity implications. 

 

Environmental Implications 
 
17.  There are no environmental implications.  
 
 
CONTACT: JOANNE SMITH, FIRE SERVICE HQ, WINSFORD 
TEL [01606] 868804 

BACKGROUND PAPERS:  NONE 

 


