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SUBJECT OF ADVICE Payment of the MMI Levy
Summary: MMI was a mutual insurance provider which became technically insolvent
in 1992. A scheme of arrangement is in place which allows for the clawback of
previous claims settlements. A Supreme Court judgement in 2011/12 made it
unlikely that a solvent run off would be achieved and as a result, on the advice of
insurance brokers, a provision of 25% of the potential liability was made in the
Accounts. Notification has now been received from MMI (attached) that a Levy of
15% is being raised, with payment required by 14 February.
Recommendation: The PCC is recommended to approve payment of the Levy.
Consideration: The liabilities of the former Authority, including the contractual
provisions in respect of the MMI Scheme of Arrangement, passed to the PCC on 21
November 2012. There is documentation which confirms that the Scheme of
Arrangement applies.
Affordability: The actual amount, which will be notified no later than 15 January, will
be met from the provision made in the 2011/12 Accounts.
Handling: MMI are to provide a full claims listing from Zurich’s database to
substantiate the 15% claimed. The maximum clawback is £2,246,618.29 which is the
total amount paid by MMI net of the first 50,000 of aggregate payments which
doesn’t apply to the clawback. 15% will therefore be £336,993. Gallagher Heath, the
Force Insurance Brokers have forecast that it may be likely that we will be required
to pay an additional 13% which equates to £292,060 over the next 20-25 years when
the scheme will eventually be run off. We are already reserving 25% so if the 15% is
paid in February 2014 then we will need to maintain the 10% already in the reserves.

Risks/Legal Opinion: Legal Services have confirmed that the Scheme of
Arrangement does apply to the PCC.
Supporting and Dissenting Views: There is agreement that this is a true liability of
the PCC.
APPENDICES: Levy Notice from MMI

