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Gravesham Borough Council

Report to: Cabinet

Date: 6 December 2019

Reporting officer: Sarah Parfitt, Assistant Director (Corporate Services) 

Subject: Local Government Mutual

Purpose and summary of report: 
To inform Cabinet of the Local Government Mutual (LGM), an alternative solution to 
traditional insurance products and services.  To outline the intention to seek a quotation for 
Gravesham Borough Council's insurance requirements from June 2020 from the LGM.

Recommendations:
1. This report is for information only

1. Introduction

1.1 The council’s existing insurance contract will expire on the 29th June 2020 and will 
therefore need to be re-procured. 

1.2 Section 5.12 of the council’s Financial Procedure Rules require that “The S151 Officer 
will put in place insurance cover relating to Council activity and negotiate all claims and 
maintain all necessary records, in consultation with other officers where appropriate.”

1.3 In considering the council’s option for insurance provision, investigations have taken 
place to understand the potential protection services to be provided by the Local 
Government Mutual (LGM), in addition to procurement of insurance through the usual 
tendering route.  Based on these investigations, and subject to a satisfactory offer, it has 
been concluded that the council should initially seek to obtain a quotation for its 
requirements from the LGM.

2. Local Government Mutual

Purpose

2.1 The Local Authority Mutual (LGM) has been designed by local government for local 
government and is backed by the Local Government Association (LGA).  It is intended to 
provide a cost effective vehicle for the provision of risk protection as an alternative to 
traditional insurance products and services.  The LGM offers protection cover for all the 
risks a local authority currently obtains insurance for from the market.
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2.2 The LGM was established to reduce the ‘total cost of risk’ to local government by 
seeking to reduce insurance premiums and introduce co-ordinated risk management and 
control arrangements across the sector.  The mutual also intends to increase the 
transparency for its members over the cost of cover.

2.3 Fourteen councils along with the Local Government Association (LGA) joined together to 
establish the LGM in April 2019.  The LGM is governed and controlled by its member 
local authorities.  There are no external shareholders and the LGM does not operate on 
the basis of making a profit for the benefit of third party investors.

2.4 A local authority can join the LGM at any time through an application process which 
essentially relies on the same data that the council would use in any tendering process 
for external insurance requirements.  There is a 12 month notice period should a 
member authority wish to leave the mutual and insure with third-party insurers.

Structure and Governance

2.5 The LGM is a company limited by guarantee and each member is able to participate in 
its governance arrangements and oversight of its business operations. 

2.6 The LGM trades as a hybrid discretionary mutual; this effectively means it will pool its 
financial resources through contributions from its members to cover the cost of low 
expected losses and arrange a layer of external insurance to protect against larger, 
unexpected losses.

2.7 The LGA and the Founding Members developed its launch constitution, and its Board 
currently includes three local authority Leaders or portfolio holders and two expert 
independent directors provided through CIPFA and the Government Actuary’s 
Department. The Board also has the benefit of regular reports provided by an 
independent subject matter expert, the Chief Executive of the Association of Financial 
Mutuals.

2.8 LGM’s constitution ensures that its members control and direct its operations. The Board 
is elected by the membership through arrangements that reflect the LGA’s own voting 
system and is accountable to its local authority members. Working committees drawn 
from officers representing its member councils will consider, review and propose policies 
and practices for the Board’s consideration.

2.9 LGM is an appointed representative of Regis Mutual Management Limited, which is 
authorised and regulated by the Financial Conduct Authority and its Directors are 
required to be Approved Persons by the FCA.

2.10 LGM is managed by Local Government Mutual Management Services Ltd (LGMMSL), 
which is also an appointed representative and therefore permitted to carry on activities 
regulated by the FCA. LGMMSL is a joint venture between Regis Mutual Management 
Ltd and LGA Commercial Services Ltd

2.11 LGM procures its wraparound insurance through an OJEU compliant process.   LGM’s 
own insurance arrangements and constitution mean it will not need to seek additional 
funding from members during any financial year, so individual local authorities will not be 
asked to provide additional funding (the mutual procures stop-loss insurance to ensure 
this). Members are also covered against claims that may arise in the future relating to 
their period of membership in the usual way, through a mixture of reserves retained by 
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the mutual to cover possible claims falling within its retention and insurance contracts 
covering potential higher value claims.

Pricing

2.12 Pricing will be specific to the individual risk of members and all available data will be 
utilised to determine the total contribution that each of the members will need to make to 
the LGM.  The price offered will set out an actuarially obtained estimate of an authority’s 
typical expenditure on expected claims, plus an element for operating costs, and the 
costs of the authority’s segment of the mutual’s ‘wrap-around’ insurance. Pricing doesn’t 
need to add a margin for profit, and no undisclosed broker commissions or payments are 
included in the costs.

Risk Management

2.13 The LGM intends to work methodically and collaboratively with its members to reduce 
incidents and losses from claims and therefore, over time, reduce the cost of protection. 
Information on claims and ‘near misses’ will be shared so that members can see how 
their cost of protection relates to their claims and the drivers of the risk, which turn into 
claims.

3. Next Steps

3.1 Have discussed the council’s renewal date of June 2020 with representatives from the 
mutual it has been ascertained that there is sufficient time for the council to consider the 
protection services offered by the mutual.  Subject to a satisfactory offer coming forward, 
the council will therefore be seeking to consider the protection services offered by the 
LGM. 

3.2 On receipt of the offer from the LGM, the council will be able to consider whether it 
wishes to join the LGM or prepare to tender its requirements through usual procurement 
routes.



IMPLICATIONS APPENDIX 1
     

Legal LGM is not a third-party insurance supplier to local authorities and is exempt from 
the Public Contracts Regulations 2015 (under the “Teckal” exemption). 
As a Contracting Authority under the PCR, the Mutual will adopt an OJEU 
procurement process for the external insurance secured for its members.

Finance and Value 
for Money 

The report sets out the financial implications of a decision to seek admission to the 
LGM. The application process also requires work by officers to ensure all 
necessary information is provided to LGM to enable them to make a properly priced 
offer.

Risk Assessment It is of critical importance that the council has sufficient arrangements in place to 
manage the risks it may be exposed to; the council will use externally-provided 
cover to protect itself primarily against the financial consequences of risks it is 
unable to fully mitigate or manage to a tolerable level

A data protection impact assessment (DPIA) should be carried out at the start of 
any major project involving the use of personal data or if you are making a 
significant change to an existing process. 

a. Does the project/change being recommended through this paper involve the 
processing of personal data or special category data or criminal offence data? 
A definition of each type of data can be found on the Information 
Commissioner’s Office website via the above links.

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice?
Not at this time - to be discussed with the Information Governance Team once 
the selected route for procuring services has been confirmed.

Data Protection 
Impact Assessment

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk.
See above

a. Does the decision being made or recommended through this paper have 
potential to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer.
No

b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer.
N/A

Equality Impact 
Assessment

In submitting this report, the Chief Officer doing so is confirming that they have 
given due regard to the equality impacts of the decision being considered, as noted 
in the table above

Corporate Plan There are no direct implications for the Council’s strategic priorities, albeit the 
council's support for the LGM supports local government as a body in looking at 
ways to innovate, which in turn can improve the ways in which council's serve their 
communities within ongoing financial constraints.

Crime and Disorder Crime and disorder issues will be considered as part of the council’s cover 
requirements

https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/key-definitions/what-is-personal-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/special-category-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/criminal-offence-data/
mailto:gdpr@medway.gov.uk
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Digital and website 
implications

N/A

Safeguarding 
children and 
vulnerable adults

N/A


