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€ Superior package solutions.

When a successful manufacturer of packaging machinery wanted cover for their business risks
both here and in US markets, they found their solution with a broker able to think outside the
box. This particular broker knows we have special expertise with manufacturing related risks
and particular experience with US exports. The clincher however was our flexible approach

to contract terms which helped to secure the case on a new 3-year agreement.
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What do you see as being typical characteristics
‘ ‘ , , of a broker? Certainly words like resourceful,
flexible and independent spring to mind.
Inthe current challenging business environment, brokers need to be all this and
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This proliferation
of sitesis simply
creating confusion
and we are
concerned about
the scarcity of
regulation in this
area
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Eric Galbraith, BIBA's chief executive,
speaks out on the topics that matter to

him —and members

Glasgow 2008 - we’re on our way
We're already well under way with organising
nextyear’s BIBA Conference, Influencing
Tomorrow, which will take place in Glasgow,
my home city, between 30 April and 2 May.

Eachyear, itseems that we need to start
organising the event earlier as more exhibitors
and sponsors look to participate. And,
certainly from the amount of requests so far,
itwould appear that Influencing Tomorrow
will be among the mostin demand yet.

We have a vibrant but mature intermediary
sector and we want to show what we can do.
And so the theme of the conference will be to
present our members’rolesin advising atall
levels the identification, measurement and
management of tomorrow’s risks today.

My wish is for usall to use the conference
asan opportunity to showcase the sector, meet
others, keep up-to-date with developments by
visiting the many exhibitors and listening toa
variety of specialists on topical subjectsin the
seminar sessions.

We want to make it as easy as possible for
brokers to attend —so, although it may seem
some months off, please make a note of the
datesin your diaries now—and watch out for
announcements on our website at
www.biba.org.uk

Aggregators compare price, not cover
The number of aggregators is growing
incredibly quickly. It seems that every day a
new provider sets out their stall, with big
brand namesnow joining the fray.

This proliferation of sites is simply
creating confusion and we are concerned
about the scarcity of regulation in this area.
Wealso believe that some of the advertising
foraggregatorsis misleading and greater
scrutiny by the Advertising Standards
Authority, as well as the Financial Services
Authority, may be necessary.

Recently, research from the Resolution
Foundationrevealed what it believed to be the
positive and negative aspects of aggregators.

Itsaid that consumers are invariably
provided with little information other than a
comparison of price. But, as brokers well
know, this can be extremely dangerous.
Buying the cheapest policy without
understanding whatit contains may leave the
customer under-insured or possibly not
insured at all. For customers it does not meet
the FSA’s mantra thatit must be fairand not
misleading. It seems to ignore the Treating
Customers Fairly principle.

Idisagree with the Resolution Foundation’s
assertion that aggregators play “an important
role in helping consumers make informed
financial decisions”. In fact, I believe thisis
completely untrue.

Aggregators suggest to users that they
scour the market to find the best deal and are
promoted as a type of intermediary. But, if you
just focus on price, vital aspects of cover and
theinsurer’s claims service are all ignored.

From my perspective, aggregators are
being misrepresented asintermediaries and
are misleading the consumer by using the
word compare; thisis why we have made our
viewsknown to the FSA. We have
commissioned a major research project which
we are confident will show the lack of
understanding of those using aggregators—
and will call on the FSA to provide better
protection for those buying insurance. We are
expecting this to be completed by the end of
the year and will report back to members on
its findings.

Find a Broker is making the matches
Iwas extremely pleased to see figures for the
number of visitors to the Find a Broker section
of our website and indeed for calls from
consumers wanting to find alocal or specialist
intermediary. On average, the number of
visitors to Find a Broker is around 8,000 a
month while we receive some 3,000 calls
monthly.

Anyone browsing the web or looking in the
Yellow Pages will find plenty of insurance-
related contacts. But, by using BIBA, consumers
know they will be given a member’s details
who will provide a quality service.

It could be they simply want a generalist
who isnearby, or often, have a specialist
request. For example, it could be a business
owner concerned about higherrisk liability or
someone with pre-existing health conditions
planning to go on holiday. Most recently, our
scheme for ex-offenders received positive
publicity forits open approach. Brokers are
usually good at finding solutions to more
complex insurance problems—and we’re
doing our best to facilitate this.
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Email Eric Galbraith at
galbraithe@biba.org.uk
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Think pollution
protection

The Environmental Liability Directive (ELD) is
potentially one of the most important pieces of
environmental legislation in recent years.

While the national laws setting out the detail of
how the clauses of the ELD should be operated
within the UK have yet to be put onto our statute
books (this is expected in spring 2008), the ELD
itself is our law in the meantime. So there are no
grounds for complacency.

There remains an overwhelming need for
brokers to ensure clients have
adequate cover in respect of
potential environmental
liabilities, whether created
through the ELD, existing
environmental legislation or
under common law.

Question marks over cover
provided by the general liability
market have been highlighted
by case law recently, for
example Bartoline v Royal &
SunAlliance.

Here, the High Court held
that costs incurred through
complying with statutory notices served by the
Environment Agency did not constitute a “legal
liability for damages” as defined by the pollution
clause of the relevant pubilic liability policy.

The case of National Grid Gas (formerly
Transco) v Environment Agency indicated the
potential multiplicity of parties who could
potentially be liable for the remediation of a
contaminated site (and potentially for third-party
liabilities for associated bodily injury and property
damage), and illustrates present uncertainty in the
law. This does not bode well for brokers attempting
to assess potential exposure.

Conventional policy coverage is insufficient to
meet the full range of potential environmental
liabilities in the UK, which are further expanded to
potential abilities for natural resources and
protected species by the ELD.

There are few specialist environmental
impairment liability insurers whose products cater
for exposures created by existing legislation.
Historically, such insurance has been seen by many
as expensive and unnecessary, but these
arguments are no longer valid.

It has been assumed there was adequate cover
under conventional policies with specialist
insurance seen chiefly as relevant for those
involved in hazardous products and processes.
Now, those in the market who remain complacent
do so at their peril.

RIGHT TO REPLY

Alan Dobson

I‘ Alan Dobson is divisional director
| 4 of liability adjusters Quest Gates

BIBA's pro-broker
campaign gears up

BIBA is launching a major
campaign to promote the
value of advice and the
choice available from
brokers.

The campaign will seek to
remind opinion formers of the key
role brokers play in offering expert
professional advice tailored to
individual needs.

It will build on BIBA’s recent
successesinachieving changein
the regulation of travel insurance
andin highlighting the issues
surrounding business continuity.

BIBA has three key aims for the
campaign:

to ensure that brokers’ views

areactively soughtand taken

into account by policy makers
toraise the level of
understanding about the role of
brokers at Westminster

to provoke more informed

debate in Parliament and in the

media.

Over the next few months, key
BIBA spokespeople will be taking
thismessage to politicians and the
media, both at Westminster and
around the regions. BIBA has
produced the campaign with the
help ofits publicrelationsand
publicaffairs company,
Fleishman Hillard.

Examples of how BIBA
members have helped both
personal and commercial clients to
assessand manage risk will be
used. And BIBA will take the
opportunity to comment on areas
of current interest, such as
flooding, supporting the elderly,
uninsured driving and regulation.

BIBA plans to pilot the
campaigninatestregionin early
2008 and, to follow up with a series
of meetings around the country
during the first half of the year.

These will focus on the
insuranceissues that matterin the
region and meetings will provide
the chance to develop ongoing
dialogue with MPsand journalists.
The regional briefings will be
underpinned by an ongoing
programme of briefings for MPs
and peers at Westminster and
policy discussions with civil
servants. The campaign will be led
by BIBA’s chief executive, Eric
Galbraith, together with senior
members of the insurance industry.

In planning this campaign,
BIBA would welcome case studies
from any member that help to
illustrate the value of broker
services. Please supply details to
Leighann Burtrand at BIBA by
email to burtrandl@biba.org.uk

BIBA is aiming to provoke more informed debate in Parliament
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Sign up for new
email bulletin

BIBA has launched a new monthly email bulletin service,
providing an easy and fast way of keeping up-to-date with
key industry issues and membership benefits.

The bulletin is straightforward to navigate and contains
sections on regulation, technical advice, schemes, training, press
releases and forthcoming events.

For example, topics under the spotlight have included a
summary of findings of the European Commission’s final report
on business insurance sector insurance inquiry, the FSA's
ongoing investigation into payment protection insurance and
advance notice of BIBA's guide to management information for
treating customers fairly.

Communications manager Leighann Burtrand comments:
“Following our first issue, we've received an excellent response.
A quick read of the bulletin allows members to gain a more than
adequate understanding of complex industry issues in an easily
digestible format. Its click-through format means that there is no
need to trawl through lots of material, or indeed, visit a multitude of
sites. They can see at a glance what is covered and so can just
focus on what is of interest. We believe it will become invaluable.”

Members can request as many copies as they need — for
example, for all of their employees who would find it useful. To
have these forwarded on to staff, simply click on the link in the
bulletin as shown in the welcome message and register their
email addresses.
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Treating Customers Fairly

BIBA broker guide to
TCF is now available

Treating customers fairly
(TCF) remains an area where
many brokers are seeking
further guidance, which is
why BIBA has produced a
guide aimed at assisting
members develop and use
appropriate management
information (Ml) to show
they are achieving this.

The guide has been produced
by BIBA’sregulatory working
party inresponse to new
deadlinesintroduced by the FSA
earlier thisyear. The regulator’s
aim was to remind firms of their
responsibilities and to require
them to check their TCF
programmes are effective.

The FSA requires firms to be
able to demonstrate delivery of
fair outcomes for consumers by
December 2008 and to have
appropriate TCF management
information in place by March
2008. The latter requirement, in
particularidentifying what
constitutes management
information, has proved testing
forall sectors of the financial
servicesindustry.

Steve White, BIBA’s head of
compliance and training, says:
“BIBA members may already be
collectinga wealth of suitable
information about their firm
through their existing
compliance reporting or market
and customer research exercises.
Whattheynowneedtodois
make sure it serves a useful
purposeinletting the FSAknow
they are meeting TCF
requirements.” The guide is split
into four parts, the first of which
looksat what the FSA expects
from firms on TCF. Parts two and
three provide some useful
pointers on how to measure MI
and the type of information that
general insurance intermediaries
might consider collecting during
the course of their business
activities. The final section
providesadvice on what BIBA
members should do with their MI
onceithasbeen collected.

[ The guide is available on

‘ the members’ only section
of the BIBA website at
www.biba.org.uk



BIBA REGIONS [}

Since | took over as chairman at the start of the
year, the theme of our committee has been “let’s
give something back to members”.

We’ve been striving to do this through a wide
range of events, ably organised by our regional
executive, lan Raper.

In terms of a grand night out, the highlight was
our annual dinner, on 12 October. We had Neil
‘Razor’ Ruddock as our main speaker and over 300
attendees had a great time.

And, two weeks earlier, we held a terrific regional
conference, with attendance from 120 members
and 110 others from the wider industry.

Since we all seem to spend too much time in
the office, members have also been hugely
supportive of our two key sporting events — five-
a-side football and our annual golf competition.
Members fielded 20 teams for each.

Broking is a social industry and we all enjoy a
good get together. But, our focus has also been on
providing members with business support.

. ; We’re running quarterly
compliance forums, in Leeds and
Gateshead. Training is crucial
and we organise Some courses
ourselves, using surpluses from
other events to subsidise fees.

This year, we will have
arranged 20 courses with in
excess of 200 attendees, with
courses in Leeds, Carlisle,
Newcastle, Sheffield and Hull.
Our committee will also
support new joint
arrangements with the Broker Faculty for 2008.

Meanwhile, our media officer, Dennis Pinnegar,
has arranged for a number of professionally-
produced articles written with the assistance of local
brokers to appear in various publications.

Yorkshire and Northern covers a large area and
I’m incredibly encouraged by the effort fellow
committee members make to attend meetings.
They travel from areas such as Darlington,
Huddersfield, Hulland Doncaster.

We have a full committee of 12 and often further
co-opted members. We genuinely welcome new
faces —so, if you’re a BIBA member, please contact
lan or myself to find out more. There are
opportunities for all—and I’'d add we’re not a
gentlemen-only club. Female brokers are making a
name for themselves — Wendy Hardman is our
treasurer and Jo Thoy, our dinner secretary and vice
chairman for 2007.

MEMBERSHIP MATTERS

Martin Spenceley

Martin Spenceley, regional chairman,
Yorkshire and Northern

I} For details of BIBA's regional executive
contacts, please see the BIBA website,
www.biba.org. uk/broker/committeesfinal.htm

Sally shines
to winaward

Sally Mathieson has won the
WP Campbell Award, which
was presented to her by
BIBA Scotland.

Sallyisanaccount handler
with Aberdeen broker
Central Insurance Services
and she won the award for
heroutstanding
professional
examination results—
shewasthe topachieving
candidate in Scotland in the
Advanced Diplomain Insurance
qualification.

Sheisalaw graduate and
also holds a Masters degree in
economics—she has been with
Central Insurance Services for
three years.

The W P Campbell Award
was created in 1952 by William
Proctor Campbell, aleading
Glasgow insurance broker, to
encourage and motivate young
employeesin insurance
company offices or broking
practicesin Scotland.

“We’re very proud of what Sally

hasachieved,”says Dave Thomson,
managing director of Central
Insurance Services. “We’re
continually lookingto encourage
anddevelopstafftoensureahigh
quality service, which the training
and theaward underline.”

Central Insurance Servicesis
the second largestinsurance
brokerin Scotland, has premium
income of £.35 million,and
employsin excess of 7o staff. The
company isrelocating to 15,000
sq ft custom-built premises in
Westhillin autumn 2007.

Making a strike for BIBA

A trio of former England
international footballers
were special guests at the
recent BIBA South East
regional dinner.

Tony Cottee, Gary Stevens
and John Salako attended the
event held at the Croydon Park
Hotel and helped raise funds for
alocal special baby care unit.

Team effort: (from left to right)
Tony Cottee, Gary Stevens, John
Salako and David Perry

Regional chairman David
Perry comments: “We had a great
eveninganditwasafullhouse
with more than 200 insurance
luminaries there.Iwasalso
delighted with the £4,250 which
we raised for the Special Care
Baby Unitat Croydon’s Mayday
Hospital.”

David, Towergate’s sales
director for UK broking,
compered a sports question
time quiz at the dinner as part of
the fundraising efforts.

Nursing sisters Lyn Ooiand
Chris Alexander from the unit—
which has 26 beds and cares for
over 450 babies annually —also
attended. David adds: “Itisa
very hi-tech areaand they need
all the funding they can get to
keep equipment up-to-date”.

the broker | winter 2007 |07 |




B2 MEDIA WATCH AND PUBLIC AFFAIRS

Research raises

mis-fuelling awareness

Putting the wrong fuel in a
caris an easy mistake to "l
make, but if insurance cover is not
in place, it can be a costly one

BIBA recently achieved
extensive national press
coverage after releasing
details of its research on
mis-fuelling - and insurers’
attitudes to it.

Typically, cleaning out a fuel
tank can cost up to £300, while at
worst, a car which breaks down as
aresult of the wrong fuel could
mean a £5,000 repair bill.

Itis believed atleast150,000
cars either break down or suffer
serious engine damage every year
inthe UK asaresult of mis-
fuelling.

BIBA found seven out of 32
insurersrefer to mis-fuelling to
say they donot coverit. Therestdo
not mentionitatall.

And, evenifitisnot
mentioned, BIBA found many
well-known insurers, such as

PRESS
BRIEFING

Michelle Worvell
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Direct Line, Admiral and Legal &
General, would also refuse to pay
out for claimsrelated toiit.

Inonearticle which appeared
in The Observer,a case study
featured BIBA's assistant
accountant Gurmukh Shehri who
knows only too well what alapse
of concentration can mean.

He borrowed his brother’s
diesel car to drive his fiancée to
Stansted airport, butin error filled
it with petrol.

“The car felt like it was losing
power and was shuddering a bit,
butIdidn’t think much ofit—TIjust
thoughtit was straining,” he said.

But the car then broke down
and hisinsurer told him he was
not covered.

Initially he was told the bill
would be £1,000 to pick the car up,
untilalocal garage came to the

On the morning | wrote this column the news
broke that Towergate had announced its biggest
deal to date: the purchase of Towergate Open
International, comprising Open GlI, the
Countrywide Network, and London Market
technology provider, Ml, for £276 million.
Although a move of this type had been
predicted for quite a while by the consolidator —

and a natural one at that, in
light of the amount of brokers
that the consolidator owns —
it still sent a ripple of concern
though the industry, and the
software market contracted
still further. This move, of
course, followed on from the
sale of Sirius to SSP earlier
this year and, as a
consequence, leaves only a
handful of players left in the
market for the broking
community to choose from.

rescue and flushed out the fuel
tank for £150.

BIBA’s technical and corporate
affairs executive Graeme Trudgill
says where there isno specific
reference to mis-fuelling, then it
may be possible to pursue a claim.
“In this case, you could complain
to the Financial Ombudsman
Service, since the exclusion was
notbrought to your attention at
the point of sale,” he advises.

Go ahead for
e-motor
certificates

BIBA has welcomed the
Department for Transport
announcement that it will
allow motor certificates of
insurance to be delivered
electronically.

Graeme Trudgill, BIBA's
technical and corporate affairs
executive, comments: “This is
a win-win for customers and
the insurance industry. We now
want to see this fast-tracked.”

BIBA has been
campaigning for this change
for more than two years,
through its Motor Panel.

Mr Trudgill adds: “Delivery
will be faster and easier for
clients and benefit the
environment. There will be
less need for customers to
chase after documents. And
immediate point-of-sale
documentation will be an
advantage, especially if
someone is buying a new car
—they can provide evidence
of proof of insurance
immediately without having to
wait for a document to arrive
inthe post.”

He said that in addition,
there would be automation
efficiencies for the Motor
Insurance Database.

But how much effect will these recent changes have on the
broking community? It is a fact that brokers are notoriously
reluctant to change systems providers and tend to slavishly
follow the philosophy of ‘better the devil you know’ when it
comes to considering a change of technology supplier.

When | first joined Insurance Age six years ago | was
astonished at how seemingly backward the technology was
that brokers were using on a day-to-day basis — with many of
them still working on green screen technology. However, since
the advent of Financial Services Authority regulation and all it
entails, brokers have been forced to move with the times.
That, added to the amount of threats brokers face at the
present time from directs, the internet and banks, means that
brokers have to be on the ball more than ever when it comes
to technology and having a smooth electronic end-to-end

service.

What real impact software house consolidation will have
on the broker only time will tell, but | can only hope that it will
not curtail their ability to combat the many threats that face

them in today’s marketplace.

Michelle Worvell is editor of Insurance Age
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ON JANUARY 1°T THEY ALL COME TOGETHER AS QBE.

Instead of dealing with one of our individual insurance providers, you'll
now be doing business with QBE. Giving you access to more products

and the flexibility of choosing Lloyd’s or company paper. All with no

disruption to your existing relationships, and with the backing of QBE's "'\-3
global strength and Standard & Poor’s A+ rating. To find out more, visit
www.QBEeurope.com/1jan08 or email us on differently@QBEeurope.com QBE



B2 GENERAL INSURANCE BROKERS’ COMMITTEE

The GIBC keeps BIBA in touch with the issues
that matter to members. Rachel Gordon
spoke to chairman Nell Thornton albout this
influential committee

The General Insurance Brokers’
Committee (GIBC) is a long established
institution at BIBA and one which is
known for championing the causes of
intermediaries across the industry.

It reports directly to the main BIBA Board
andisknown foracting as a conduit
between grassroots membership and those
inseniorroles.

Neil Thornton, whois deputy managing
director at Smart & Cook, took over as
chairman from Chris Frost in September 2006,
and travels to London six times a year from his
office in Harrogate for GIBC meetings—his
tenure as chairman is for two years.

“It can be hard to commit time when
your mainjobishectic. But, there are no two
ways aboutit.I'm on that train down to
King’s Cross when there isa meeting and
the other GIBC members are equally
committed. We come from all over the
country and you get out what you putinto
it. From my perspective, it’s great to meet
members from different businesses and to

Chairman: Neil Thornton
Deputy chairman: David Perry

Committee members:
Eamonn Browne
Lorraine Dillett

Peter Lennon

Mel Lyell

Stephen Webb

Gary Ferguson
lan Dickinson

Dennis Morgan
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feel you are doing something for the
industry asawhole.”

The GIBCislargely concerned withissues
that affect brokers’ businesses. This could
include the ease with which they can open
agenciesand access to productsand service. It
will also discuss key topics such as the FSA’s
investigation on commission disclosure—
views from this will be fed through to the
mainboard.

Meetings begin at 10.00amand go
through to 1.00 pm, whenlunchisserved -
but, Neil emphasises, thisisnot time to relax.
“It’s very much a working lunch when we
willinvite in senior personnel from an
insurer and give them an overview from the
brokers’ perspective. The good news, though,
iswe have never had problems convincing
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themtojoinus—it’sareally good
opportunity for them to find out what
brokers think about them.”

Inrecent months, guests have included
Dave Smith, Zurich’s managing director of its
broker division, Paul Donaldson, Royal &
SunAlliance’s managing director of its
broking division and Mark Cliff, AXA’s
distribution director.

“These senior people may be responsible for
working with the broker market, butI’'d
question how often they actually meet brokers
atthesharp end. Often they are involved with
meeting CEOs of the main broking companies,
but GIBCisable to give them a picture of what
ishappeningindayto day trading.”

BIBA has for years faced criticism thatitis
anassociation geared more towards the
needs of larger brokers. But, Neil saysnothing
could be further from the truth. “On this
committee you have the full spectrum of
brokers, from Towergate to small businesses
where the principal carries outanumber of
roles. At present, we don't have any national
brokers on the GIBC.”

He explains that meetings are always
focused on discussing brokers’ concerns. “I
would say now that there isno point existing if
we don't hear from brokers. We must have
feedback and without this, we cannot
challenge insurers.”

Although he comments that meetings can
be “lively”, he says there is generally
consensus. “Certainly with somethinglike
commission disclosure, we all broadly agree
thatitshould not be mandatory. Brokers’
clientsare benefiting from a highly
competitive marketand donothavea
problem withit.”

But hesaysthe one area where there is
more likely to be disagreement isin whether
ornotascheme or facility should be endorsed.

BIBA receives a huge number of proposals
from insurers, wholesalers and brokers with
potential schemesanditisthe GIBC’srole to
decide whether these have legs ornot.

Certainly, the ability formembers to offer
mainstream products which have more
benefits and are more competitive is crucial,
according to Neil.

“Schemes can be a major source of revenue
formembersand are particularly important
for smaller brokers who may find they have
limited optionsifthey go direct toinsurers.”

He explains thatsince he took overas
chairman, he hassought to improve the
quality of schemes and to secure greater
involvement from providers.

“We were finding we were being swamped
with proposals, some of them either obscure
or too similar to what we were already
providing. We want to expand what we are
offeringbutata controlled pace and where we
canreallyadd value.”

Hesaysifa provider now wants BIBA to
endorse ascheme, they will be required to
show their commitment by makinga £5,000
investment towards the cost of marketingit
andinsupplying ongoing service to members.

He adds that BIBA will continue to provide
niche products and services, known as
facilities, but these will notinvolve the same
amount of investment. “We will ensure these
are of high quality, but they donot need the
same amount of marketing as those which are
mainstream.”

Althoughitisthere toactforthe
membership asa whole, Neil says the
concerns of smaller brokers are a key focus for
the GIBC.

“I'may work for alarge brokerin Smart &
Cook, but there are plenty of committee
members on the GIBC who work for small
independents. All of us are of the same mind
though, when we say to smaller brokers that
they must let us know what their concerns
are, so we can take action on their behalf.”

And Neil says there are plenty of
opportunities for other brokerstojoin
committees orindeed the GIBCif they are
interested. “We welcome new members ona
regular basis, itis certainly notabout the same
old facesall the time. Itisnecessary to serve on
aregional committee first, but new members
are often required here too. You can find out
more about the work of the committees on the
website —itisrewarding work, although
brokersdoneed to be clear on the amount of
time they’llneed to give. One way of finding
outmoreis by speaking toalocal regional
executive or to membership manager Paul
Garland.”

The GIBC exists for BIBA's members—and
Neil urges brokers tolet him know whatison
their minds.

He says he will continue to put the pressure
oninsurersand other key stakeholders where
necessary and is clearly someone not afraid to
say what he wants.

Notleast, thisrecently included him
influencing the in-house catering staff—
namely, by bringing wholesome Yorkshire
fare onto the menuat BIBA House.
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INTERNET SECURITY [}

Online security hits
the headlines

¢ In 2006, the FSA fined building
society Nationwide almost £1 million
after a laptop containing sensitive
customer data was stolen from one
of its employees.

¢ In 2007, US store TJ Maxx
announced the loss of more
than 45 million credit and
debit card numbers, stolen
from its IT systems during an
18-month period - inadequate
security was the cause.

e Backin 2001, Royal & SunAlliance
dismissed 10 staff and suspended
77 for distributing “lewd” Bart
Simpson emails.

¢ |n 2000, a computer virus that
carried the message “ILOVEYOU?” hit
computer networks across the UK
and even disabled the House of
Commons.

Staying safe online

Brokers have a key role in advising their clients
ON cyber crime issues — but this is an issue
which matters to them as employers too, as
Rachel Gordon reports

Brokers will often check out their clients’
physical security, for example, alarms,
sprinkler systems or locks - but checking
out online matters is often outside their
comfort zone. But brokers who ignore
these risks do so at their peril, both in
terms of looking after their clients, and

in running their own businesses.

Infact,a USsurvey from IBM showed
recently that cyber crime ismore costly to
businesses than physical crime. This survey
found that lost revenue, wasted staff time
dealing with IT security attacks and damage to
customer goodwill were rated as a bigger
problem than conventional crime by 57 per
cent of firms in the healthcare, financial, retail
and manufacturing industries.

In the UK, broker Aon hasa specialist team
dedicated to providing consultancy services in
thisarea. AonIT Risk Consulting, which was set
upin 2006, comprises Corrina Chester, Nigel

Jones and James Stark. Practice leaders
MrJones and Mr Stark are former senior police
officers, while business development director
Ms Chester hasrun advanced trainingon IT
security. The team works with businesses of all
sizes,in the UK and abroad. Recently, Mr Jones
was required to carry out an investigation into
alleged fraudulent practices taking place ata
Bangalore call centre.

Itswork coversareas such asdata
management, investigation and surveillance,
conducting gap reviews and advising on
disaster recovery.

Ms Chestersays: “The aimis to help clients
before they have problems. But too often we’re
called in when something has gone wrong. A
lotof education is needed across businesses—
and even the police have been undergoingalot
of training in this area.”

She explains that certainly smaller
businesses may believe that IT security only

affectslarger firms. But, she emphasises:
“Companies of all sizesneed a strategy, in fact
those who donothave in-house IT experts
could be more vulnerable.”

Yet for many brokers, business continuity
planningisavital area and one where clients
are looking for advice.

Mr Stark explains: “There are so many
companies that have anIT disaster recovery
plan, but too often these are not fit for purpose.
They may be left on a shelf and then become out
of date when software or hardware changes. I've
even known of cases where the document has
only been online and not backed up—andsois
lostif the system goes down.”

MTr Jones adds: “You have companies which
spend a fortune on alarms and test them weekly,
butfail to test their IT security response plan.
Althoughintangible, the datastoredona
system being lost could be as serious, if not
more so, than losing the building.”

He pointsout thatarecent study from the
University of Texas found that 43 per cent of
companies that suffera catastrophic dataloss
due to adisaster never reopened.

IT security issues commonly arise when a
member of staff leaves, although many
managers would prefer not to think aboutit.
“Too often a business won't have a proper exit
strategy. They allow an employee who is leaving
to continue to have access to their PC. They are
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free to obtain data onit, perhapstotaketoa
rival company, or they may have malicious
intentions,” says Mr Jones.

He adds thatamemory stick, whichis so
easily concealed in a pocket, can cost aslittle as
f10,yetisasimple way of transferring data.

Hesaysitisheld thatas much as 8o per cent
of all security breaches are internal. “Bosses are
too trusting. They allow employees to put their
user names and passwords on Post-It notes on
their monitors. But you can’t blame staffif they
aren’taware of the consequences. Managers
must educate employeesand let them know of
the consequencesa security breach could have
—atworstjobs could be affected.”

Some firms might choose to have CCTV in
their offices. At the very least, the team advises
thatemployees do take issues like password
security seriously. As Ms Chester says: “There
have been cases where a disgruntled employee
hassentadamaging email from someone else’s
computer.”

She adds thatlarger companies may have
expensive electronic security systems within

areas, where you have a few PCs set up where
staff can take their breaks. Of course, you'll find
noteveryone can use these, butat the end of the
day, youdon’t go into work to do social
networking.”

Mr Jones says that there have been
numerous cases of such sitesbeingusedina
libellous manner, such as where employees
have criticised their managers or fellow
employees. “A business must have professional
standards, and if these sites risk damaging a
reputation, then why should they be allowed at
work? No boss wants to be seen as draconian,
but therisksarereal.”

All three agree that far too many problems
occur because companies have not thought
through their strategies or taken advice.
“Employees need to be guided through IT
securityissues atinduction. And, this must go
way beyond simply giving someone a
document to read —because they probably
won’t. Too often, we see knee-jerk reactions
when problems could have been avoided,”
says Ms Chester.

Not least, the team emphasises that brokers
have an obligation to protect clients’ data on
regulatory grounds. “The FSA takes breachesin
online security seriously, as the case involving

..the data stored on a system being lost
could be as serious, if not more so, than

losing the building

their buildings, but may not take swipe cards
off employees when they leave, or change
codes. “A security guard may give an identity
card a cursory glance, but may have no
ideathatemployee hasleft but failed
toreturnit.”

Meanwhile Ms Chester
emphasises that businesses must
have a proper email protocol.
“Tknow employment lawyers
and they say one of the biggest
areas for themisin caseslinked
toemail.”

One of the biggest IT security
issues to surface in recent
months was Medway NHS Trust’s
decision to ban hospital
employees from accessing the
social networking site, Facebook.

So, where does the Aon team
stand on thisissue? Mr Stark says: “I
don’tsee thisasa case of an employer
being harsh. In the workplace, you're
paid to work, assimple as that. But, I think
some employers are taking a more flexible
stance. Thisisin setting up web café type
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Learning more about
online security issues

Check out page 26 to find out more
about BIBA’s cyber liability scheme,
Esurance, provided by CFC
Underwriting.

Scott Bailey, senior underwriter,
says: “This product is specifically
targeted at smaller businesses and so
is ideal for many brokers. There is a
perception that cover is expensive, but
this is often not the case — premiums
start from only £750.”

CFC also provides aregular
newsletter which keeps brokers up-to-
date with online security issues - and
this means that they can speak
knowledgeably to clients. To receive the
newsletter, type the word ‘subscribe’ as
the subject of the email and send it to:
newsletter@cfcunderwriting.com

Nationwide showed. Why risk being fined
when there are precautions that can be taken?”
asks Mr Stark.

He pointsout thatevenifa company
outsourcesits IT function, the business owner
retainsresponsibility. “There are arange of
measures thatreduce risk, such asnotallowing
laptops to be taken away, to encryption of client
data, which isa worthwhile investment.”

Finally, it would also make sense for brokers

toread anew report from insurer NIG
which highlightsIT security risks for
smaller businesses.

Thisstates that the UK’s
broadband explosionis havinga
majorimpact on the behaviour of the
country’s SMEs butlarge

numbers are failing
tomanage therisks
thisnew reliance on
technology creates.
Thereport,
entitled
Connecting to
the future,
concludes that
business,

Governmentand
insurers need to play
amoreactiverolein
rising to the challenge of
insuring SMEs’ digital
assets—and thereisno
doubt that brokersalso
have a crucial part to play.

Crack team: Nigel Jones,
Corrina Chester and
James Stark
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B GLASGOW ROUNDTABLE

Representatives from the Scottish broking community
attended a roundtable recently to give expert views on their
market and wider issues, as Rachel Gordon reports

Scotland speaks

Next year’s BIBA conference, Influencing
Tomorrow, will be held in Glasgow, a city
which has undergone a renaissance in
recent years. There is a buzz about the
place and the local broking market.

BIBA, in conjunction with the Glasgow
International Financial Services District,
organised aroundtable where brokers
provided views on both local and national
topics.

The event, held at the offices of Scottish
Enterprise in Glasgow, was attended by:
BIBA’s chief executive Eric Galbraith;
Lorraine Dillett, director with Mackay
Corporate Insurance Brokers; Bernard Dunn,
adirector with Macdonald Reid Scott; Angus
Fraser, a director with Smart & Cook and
president of the Insurance and Actuarial
Society Glasgow (IASG) and Kenneth
Whitton, director with EH Ranson who is the
BIBA Scotland chairman.

Suzanne Bruce of Scottish Enterprise
Glasgow was also there to talk about some of
the city’sattractions for those attending
Influencing Tomorrow.

In terms of business post-regulation, the
brokerssaid they were largely positive about
the impact of this.

Ms Dillett said: “It means higher standards,
amore professional environment for staffand
more value in what you're doing.”

Mr Dunn added: “For us, it’s better in terms
of cash flow, credit control and audit
processes. I can see greater consistency when I
look at our filesnow and there is plenty of
help available in terms of good external
consultantsifhelpisneeded.”

And Mr Whitton chipped in: “Tthink we
were doing a good job to begin with, but
regulation has honed our professionalism.
The experience has been largely positive,
althoughIwould question whether clients are
notirritated at times by the processes and
additional time it now takes.”

Meanwhile, Mr Dunn commented: “I'm
concerned there are anumber of firms in
Scotland and indeed in the UK who are not
compliant and who need flushing out.”

Looking at the market for acquisitions, a
number of the brokers present said they either
had experience of this or thatit was on their
agendas. Most recently, MacKay Corporate
wasinvolved in the acquisition of Ritchie
Young Insurance Brokers—both businesses
are based in Ayrshire.
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Ms Dillett commented: “If you don’t acquire
and you want to be doing business of a certain
size then you could struggle.”

She added although a shortage of good
firms meant acquirers had to pay top rates,
there was some room for negotiation. “If there
are compliance issues or a firm’s systems need
modernising then you can negotiate, but it
means doing your research carefully.”

Meanwhile, Mr Whitton said while
acquisitions appeared an unstoppable force, they
were notall good news. “One of my concernsisif
you have too much of this, youend up restricting
customer choice and thatis hardly TCFisit?”

But, are brokers looking further afield to
the UK? Mr Dunn said: “Idon’t see that’s
always necessary. We find a lot of firms in
England are happy to deal with a Scottish
broker. We have an excellent hit rate when we
pitch for business.”

The attendees broadly agreed that there
were few distinctive qualities about the
Scottish broking market, when compared to
the rest of the UK market, although Mr Fraser
commented: “You could say we are more
parochialin Scotland. There are differences
between the Edinburgh and Glasgow markets
and Ithink some Edinburgh-based firms
would find it tough if they sought to win
businessin Glasgow. Even the Aberdeen
market hasits own identity.”

On the pulse (from
left to right): Angus

Kenneth Whitton,
Lorraine Dillett and
Bernard Dunn

Glasgow gears up for BIBA 2008
Influencing Tomorrow takes place in Glasgow
at the SECC from 30 April to 2 May 2008.

There is no doubt that Glasgow is booming. In terms of
business, the International Financial Services District,
which was created in 2001, is thriving. Companies based
there include Morgan Stanley, Direct Line, ACE, Aon, Lloyds
TSB and BNP Paribas. Over 30,000 people work in Glasgow
in financial services.

Meanwhile, as Ms Bruce of Scottish Enterprise said, Glasgow
was taking offshoring threats in its stride. “One major direct
insurer did take some jobs offshore, but this experiment did not
work and they are now back in Glasgow,” she commented.

In March 2004, a major city branding campaign was
launched. Glasgow: Scotland with style has proved a huge
success and has boosted tourism —in particular, that linked to
business events.

Partners of brokers attending the conference may also enjoy the
fact that Glasgow’s main shopping thoroughfare, Buchanan Street,
has been named as one of the world’s top retail destinations.

Fraser, Eric Galbraith,



It means higher standards, a more

professional environment for
staff and more value in

Mr Fraser’s firm, Smart & Cook,
isone of the largest regional broking
businessesin the UK and was recently
acquired by AXA. “It’smade no
difference to the way we do business, if
anything we are more careful about who we
place business with. Whether you're alarge or
asmall firm, what matters is being focused on
your clients.”

The brokers all said they favoured doing
business with local insurers and stated there
was adequate representation.

In most cases, they preferred local
composites rather than Lloyd’s. Mr Fraser said:
“We see Lloyd’s as the market of last resort.”
And Ms Dillett agreed: “Lloyd’sis there when
the composite market won’t take arisk on,
such as high-risk liability.”

But, Mr Dunn added: “We use Lloyd’s
sometimes. There are some good brokers and
you can obtain some keen deals.”

But, though dealing with local offices was
preferred, all said service remained an issue. As
Mr Whitton said: “We may have enough
choice here, but service varies. It’s often about
having relationships but people move and
things can go wrong. AXA admitted recently
itsservice isnot good enough —it’snotalone.”

what you’re doing

Afurther key pointis the shortage of
quality employees. Glasgow is known as the
UK’s call centre capital and the financial
services job market is fiercely competitive.

As Mr Fraser said: “The onus now is on
brokers training their own people.”

In hisrole as president of the IASG, he said
he favoured the industry doing more to
promote insurance as a career. “We’re involved
in talks to schools and we need to get across the
variety of careers insurance offers.”

Mr Galbraith said: “Scotland has many good
schools and universities such as Glasgow
Caledonian whichis renowned forits risk
management degrees. In the past, the
insurance industry hasmade errorsin
dumbing down. Now it’sall about high levels
of skills—we must bring in more qualified
young people now.”

He added brokers should
educate students about their
industry. “We have to position
ourselves more as business advisers.
Brokingis unique in the way someone
can gain an in-depth knowledge of various
business sectors, in the training it offersin
identifying risks and finding the solutions to
protect companies.”

Scottish brokers are pragmatic about the fact
insurers are now targeting small and medium-
sized enterprise (SME) businesses direct.

Ms Dillettt said: “The micro SME may be
tempted to go direct. All some care about is
finding cover that’s cheap as chipsandit’s hard
toobtain loyalty in that case. Yet, too often they
don’trealise this untilit’s time to make a claim.”

Mr Whitton added: “Too oftena client who
hasbought direct realises they have made a
mistake when their claimis kicked out. Onlya
broker can get a measure of therisk at the outset.”

And Mr Galbraith said: “We must all
promote the value of the broker brand. Brokers
who want to remain strong in SME need to
look at arange of options, including web-
based, call centres and perhaps outsourcing if
they want to offer longer hours. Even the
smallest companies benefit from advice.”
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US MARKET [}

Lloyd’'s and the London Market have long been
active in the provision of North American insurance.
But, how challenging are current conditions proving”
Marcus Alcock reports

With the Tony Blair era over, it
seems that the extraordinarily
close political bond between
the United Kingdom and the
United States that has been
cultivated inrecent years may
be cooling somewhat.
Anditisnotonly onthe
diplomatic front that the situation
appears to be changing. In the
financial arena, there are growing
mutterings of discontent in the City
that the extended ripples of the US
sub-prime mortgage fiasco are
impacting on this country.

But what of the insurance
market? With the market so soft and
with London struggling to compete
insuch a viciously competitive
arena, are USrisks coming to Lloyd’s
and International Underwriting
Association member companiesin
the same volumes they once were?Is
the special relationship now tainted
even in underwriting terms?

The gossipamongregularsin the
barsalong Lime Streetand its environs
isthat there could be heavylossesin
some markets such asheavy industrial
risks, as London seeks to keep pace

with the low rates now on offer
inthe domestic US
market.

Andwithrateshavingrecently slipped
incorelinesbyasmuchas 3o percent,
perhapsitisnotsurprising that the
London Market’s share of large scale
USrisksisnot whatitwas.

Buthold your horses. Things may
be alittle bit tricky for London at the
momentasitchooses whether to
compete in certain soft markets, but
thereisabsolutely no doubt thatif
one looksat the bigger picture
London remainsresolutely
committed toits transatlantic cousin.

In October this year, Marsh
effectively silenced the doubters
with the announcement that it has
arranged a property facility that
will provide up to $425 million
of non-catastrophe capacity in
the London market for US and

Canadian companies.
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B US MARKET

The facility, which can also be adapted to
provide up to $262 million of non-critical
catastrophe capacityand up to $111.75 million
of critical catastrophe capacity, has been
brokered on behalf of two Lloyd’s syndicates:
Catlin Syndicate 2003 and Ascot Syndicate
1414, who are leading the cover. And this sort
of package is not exactly small beer at the
moment.

Sowith this sort of cover on offer, perhaps it
ishardly surprising that the US continues to
represent the most important overseas market
for Lloyd’s, which currently writes over $12
billion of business there, split between direct
and reinsurance. Thisrepresents
approximately 40 per cent of all business
placed in the market. The direct businessis
predominantly surpluslines or non-admitted
business as Lloyd’sislicensed to write
admitted businessin two states only, Illinois
and Kentucky.

And Lloyd’sitselfisnot takingits traditional
relationship with the USmarketasa given.

Instead, according to Wendy Baker,
president of Lloyd’s America: “Since 1999, we
have made a concerted effort to identify various
audiencesin the US whom we wanted to
educate about the Lloyd’s market, its capital
structure, its mutuality, itsrisk appetite and its
distribution channels.” She says: “What we
have tried to do in the USis to make Lloyd’s part
of the fabric of the insurance industry and the
local communities in which we operate. We do
not think of our market as ‘aliens’; we think of
our marketasa generational participantin the
US marketand the US economy.”

Yetasmuch as Lloyd’sitself undoubtedly
wants to be seen as an indispensable part of the
United States, itis clear from looking atits
stated objectives thatits eyes are also
elsewhere, as Neil Coulson, a partnerin
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accountancy firm CLB Littlejohn Frazerand a
specialistin the Lloyd’s market, explains.

He agrees that the USremains extremely
important to Lloyd’sand itis a well-established
relationship thatis unlikely to be seriously
eroded in the coming years, given the
importance of so much core US business to the
bulk of syndicates.

However, he suggests, given Lloyd’s stated
expansionist agenda as unveiled by chairman
Lord Levene, which sees key growth coming
from exciting new markets, it lookslike the old
transatlantic tie-up could be slightly less
important than it hasbeen.

“Opportunities are starting to take root in
placessuch as Singapore, China and Japan,

and presumably they will be doing something
in the Middle East soon, so in that sense the
marketislooking at opportunitiesin
different overseas markets more thanitisin
the US,” he says.

There are other financial reasons that
continue to mitigate against doing businessin
the USwhich still have not been solved, he
adds, referring in particular to the regulatory
requirements which still require so-called
‘alien reinsurers’ to deposit 10o per cent of gross
collateral for possible claims. And let us not
forget the good-old plaintiff bar, for so long the
bane of manyaLloyd’s underwriter and one
which, in his opinion, remains a potent threat:
“People are always complaining about the US

When the going gets tough

One of the cornerstones of Lloyd’s relationship with the US market over the years
has been its ability to come up with the goods when it really matters: when the big

claims comein.

Ever since the famous 1906 San Francisco earthquake, the Lioyd’s market has been
there to pay out on some of the biggest catastrophes to afflict the States. In recent times,
this ability was tested to the limit following the tragedy of 9/11, when Lloyd’s faced its
biggest ever loss. Indeed, its gross loss amounted to over $9 billion, equating to over
6,000 claims. In net terms, this meant a pay out of some $5.1 billion. At the time, many
people questioned the ability of the market to pay given the enormous size of the claim,
unprecedented in its history. The darkest speculation was that this size of loss would

finally drive Lloyd’s out of business.

Lloyd’s itself, given the size and uniqueness of the claims, thought it was appropriate to
establish a special team whose job it was to manage the loss by working with the market to
ensure that claims were handled quickly and efficiently. Yet in the months after the attacks,
investors rallied to support the market. Cash calls were made, reserves were tested, but
ultimately the market was able to pay. And this record of claims payment has continued in
the years since, with 2005’s US hurricanes costing the market some £2.9 billion. Many
other insurers would simply balk at such figures, but Lloyd’s has built its reputation on
being able to support such massive claims over the years. And perhaps more than any
other factor, this is the one which most stands out in its relationship with the US market.




courtsystem, and America can still surprise you
inthe courts. It hasn’t been somuch ofa
problem of late asit hasbeen in the past, but
thatdoesn’t mean thatit’s gone away.”

Litigious threats aide, the renewed strength
of the domestic market is also making life
difficult for many Lloyd’s underwriters,
according to Michael Papworth, who heads
broker Benfield’s London facultative team. He
points out that most of the London Market
relies on US business coming into London,
which, in his opinion, continues to be very
competitive. However, he adds, this former
competitive position hasrecently been
attacked, with a “surge of capacity within the
USitself” meaning that the North American
arms of companies such as Arch Re and Swiss Re
have been able to take some reinsurance
business away from Lloyd’s.

Still, we should not be too alarmed just yet.
Forasmuch asLloyd’sand the London Market
in generalis coming under attack from anewly-
invigorated US domestic sector, so too the
London Market isitself making concerted
efforts to bring the battle to the States itself.

Soinrecentyears, and this pattern has
continued into 2007, several Lloyd’s stalwarts
have made the bold decision to establish
separate operating armsin the US. Hiscox

opened its first office in the USA in March 2006,
basedin Armonk in New York State, focused on
specialist products for small and medium
commercial business that would normally
insured in the domestic market.

InJune thisyearit continued its expansion
with the acquisition of the American Livestock
Insurance Company, while the following
monthitannouncedits decision to branch into
the domestic healthcare sector, with the launch
of Allied Healthcare Insurance.

Andin October 2007, Lloyd’s insurer Ascot
Underwriting unveiled Ascot Underwriting Inc,
awholly-owned subsidiary based in Houston,
Texas.Inaddition to traditional energy
business, the new subsidiary isintended to
provide alocal presence for Ascot Renewco, its
new renewable energy operation.

Soitisclearthatthe London Marketisnot
exactly sitting back and waiting for wholesale
brokers to simply place businessinitslap,itis
aggressively fighting for business and seeking
to compete with the domestic US market on its
own terms. But even without thisnew
expansion, the special relationship between
London and the US seems to be intactevenina
ruthlessly competitive market, according to
James Johns, who heads Marsh’s property team
in London.
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He says the good news for London at the
moment isthat the London marketis holding
itsmarket share. “And with the changesin
Lloyd’s that have taken place in recent years,
which have meant there’s somuch corporate
capital at the moment thatislooking for decent
returns, it’s hardly surprising that the world
market continues to look towards London,” he
says,adding that the market’s strength at the
moment continues to be on the more heavily-
driven catastrophe side of business, where
brokers and underwriters have more say on
what’s going on.

Besides, even though other overseas markets
may offer attractive long-term possibilities for
Lloyd’s,no-oneissuggesting that the US
relationshipislikely to diminish significantly
for quite a while. Even from a structural
viewpoint, much of the USinsurance industry
itself simply needs the type of capacity that
London is willing to offer, explains Mr Coulson:
“Americaisstill the biggest market for Lloyd’s
byalong way, and it doesn’'t have a big domestic
reinsurance market really. The US reinsurance
marketand surplus capacity is basically
Bermuda and the London Market, with a few
Europeans thrown in. They need that extra
reinsurance and the London Market is willing
to provideit—the underwriting volume is
there.” Also, he adds significantly, “other
overseas markets are often tough nuts to crack”.

Even though underwriters accepting US
business at the moment may have to grinand
bear soft market conditions, they know that this
isall part of the wider market functioning and
thatsuch conditions are not peculiar to North
America. And with over $12 billion in annual
income from the US, you can bet your bottom
dollar that those long-standing relationships
cherished by many underwriters will be able to
weather thg current difficult conditions.
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Brokers must always be aware of the legal issues that can often
arise surrounding the payment of premium to an insurer

Bringing clarity to premium payments

Payment of premium to an
insurer would seem a simple
enough concept. However,
legal issues in respect of such
payment can often arise.

BIBA asked Stephen
Netherway, a partner with CMS
Cameron McKenna insurance and
reinsurance group to provide
guidance.

He explains the basic position
isthatif premiumisnot paid
within areasonable time, the
insurer can sue the insured for the
unpaid debt, but it must still
honour claims. In marine
business, unless otherwise
contractually agreed, itis the

broker whois directly responsible
for paying premium to the insurer.
Modern policy wordings often
setout premium payment
obligations, says Mr Netherway.
The brokershould explain these
obligations to hisclient,
particularly if paymentis
expressed asa condition precedent
toinsurers’ liability, oris

warranted to be paid by a certain
date: breach these, and insurers
will be entitled to deny claims or to
cancel/terminate policies.
Sometimes brokers choose to
fund the premium payable to
insurers for commercial reasons,
and withnolegal obligation to do
so.Ifaninsured then becomes
insolvent, the insurer will be able

toretain that premium. He
explains the broker though may
be unable to obtain
reimbursement, either because
no funds are available, or because
theliquidator takes alegal point
that, because it made a voluntary
payment, the broker cannotin
law sue the insured for
reimbursement.

To swear or not to swear?

Research from the University of East Anglia
recently claimed allowing employees to
swear in the workplace would boost team
spirit, allowing them to express their feelings
better.

But consultant Croner disagrees. It believes
swearing can be offensive and could be seen by
others in the workplace as sexually or racially
discriminatory — which could mean claims for
employers.

Alan Phillips, business support helpline

manager with Croner, says: “Although we are not

advising employers to alienate their staff by
coming down hard on harmless loose-lipped

banter, employers should be discouraging, rather

than promoting, swearing throughout their
workforce as it could become the cause of
grievances from employees that feel
discriminated against because of a racial slur or
offensive swear words.”

He adds encouraging a blanket no swearing
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policy is much easier to implement and would
also ensure that no level of the workforce feels it’s
being treated differently.

Meanwhile the university’s research stated
that swearing in the workplace helped express
frustration, stress or other feelings.

Mr Phillips responds: “If employees are found
to be swearing due to stress we would actually
advise employers to get to the root of the
problem, rather than accepting this as a good
form of relief.”

He advises bosses to deal with stress in the
workplace on an individual basis and that there
are also preventive initiatives they can
implement. “Running courses that inform
employees of how to handle stress is a great
way to encourage positive stress relief
activities, such as taking a 15 minute walk
outside or taking time to prioritise tasks, as
well as making staff feel appreciated within
the workplace.”

Another difficultareaisreturn
premium. If express policy
wording does not cover the factual
scenario, then ordinary legal
principles will apply. Generally,
premium will only be returnable
in fullif the insurer has provided
no coveratall,suchaswherea
policy has been validly avoided
frominception or thereisabreach
of warranty before the inception
of cover.

Brokers should be wary of
accepting return premium
tendered to them, evenif they
have voluntarily funded
premium, without first taking
instructions from their clients,
Mr Netherway advises. The client
may well contest an insurer’s
assertion thatlegally it may deny
coveroraclaim,and so be entitled
toreturn premium; the broker
must therefore notactin any way
that might prejudice his client
insured’s position, such as simply
accepting the return of premium.

Ifthe premium tendered isnet
of commission, the broker will
usually be entitled to retain its
brokerage, so longas it was legally
fully earned when the risk was
placed and the broker wasnot
legally complicitin the state of
affairs that give rise toinsurer’s
return of premium.



Graham Mace

Trigger-happy brokers

Prospective customers are increasingly
shopping online, either direct or via
aggregators. Direct writers and an increasing
number of brokers are now heavily reliant on
the web, but this presents its own problems,
such as significantly lower conversion rates
and lower penetration of profitable add-ons.

The key to maximising conversion of online
quotes is to get that customer on the phone as
quickly as possible —ideally within five minutes.
However, this ‘real-time’ response is very difficult
to achieve with the technology available to most
brokers, even the big direct writers are really
struggling with this problem.

But there are now solutions which integrate the
latest interactive voice response (IVR), texting and
email technology.

This enables brokers to contact prospects via
text message, email, or live outbound call within
minutes of any ‘trigger’ event on a website and
allows them to compete on a more equal footing
with the major direct brands.

Trigger events can include an incomplete
quote, a completed quote and incomplete
purchase or a completed sale.

The speed of response
ensures the maximum
possible contact rate and
significant improvements in
conversion rates. It can easily
be set up to use spare inbound
resource, dedicated outbound
resource or a combination of
both and also allow the broker
to prioritise leads based on any
of the rating factors. No new
hardware or software is
needed and there’s no long-
term commitment required,
enabling the broker to
effectively ‘pay-as-you-go’.

With the cost of generating new leads
increasing, lead optimisation, namely making the
most of the leads you’ve got, will be essential in
the future for any personal lines broker looking to
compete using the web.

Broker Footman James adopted Optilead to
help maximise its online quotation enquiries. Since
the introduction of outbound calling via Optilead,
advisers now speak to prospective online
customers within a couple of minutes of them
getting an online quote. This, combined with some
simple texting, has seen the conversion rate jump
by 100 per cent at the broker’s adviser centre.

)
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Employment tribunals
continue to escalate

Recent figures show a 15 per
centrise in employment
tribunals in 2006-7 - this
follows a 34 per cent increase
the previous year.

Atotal of 132,577 claims were
accepted by employment tribunals
(115,0391n 2005-6) raising 238,546
jurisdictions (specific matters for
complaint), anincrease on last
year’sjurisdictions per claim.
Hearings take over a week, in most
instances.

According tolegal expenses
insurer, DAS, costs nearly always
have to be paid by each side,
regardless of who wins.

The insurer says numbersare
rising in particular because there are
increasing numbers of local
authority equal pay cases and, for the
first time, age discrimination claims.

“Equal pay now tops the
complaintslistalongside unfair
dismissal,” says Lyndon Willshire,
DAS sales manager. “Both
accounted for 44,000 jurisdictions,
while the age discrimination time
bombisticking away. Nearly 1,000
age discrimination complaints
were heard yet the new laws only
applied from last October, half-way
through the reporting period.

“With around a quarter ofa
million jurisdictions, the
statistical probability of a claim is
now one per 100 employees, each
year,” adds Mr Willshire.

Overall, the statistics show
discrimination claims forming the
bulk of the increases. Gender, race,
religious beliefand now age
regularly feature in claims, often
twinned with unfair dismissal.

“The Government’s attempts
toreduce the number of claims
going to tribunal have clearly
only had a temporary effect,” says
Mr Willshire. “The three-stage
mandatory grievance procedure
hasnot created a forum for
mediation, rather amechanism
for concluding matters more
efficiently. More legislation is on
the way, and the effects of recent
laws on age, belief and sexual
orientation have yet to bite.”

DAS provides an employment
practiceslegal protection product
which includesarisk
management audit, 24-hour legal
helplines plus alerts from and
links to its business information
website. These also available for
DAS commercial legal protection
policyholders.




The king of high value home insurance.

Our Executive Home insurance, underwritten by Sterling Insurance Company
Limited, is as individual as the people it protects. We have a team of skilled
underwriters who take a special pride in tailoring policies to reflect the needs of
you and your customers. Perhaps this is one of the many reasans why we are the
UK's leading HNW home provider for brokers and intermediaries. If you want to o5
share In the success of this unigue high value insurance from Sterling... please call %
Sara Greenland on 0845 271 1300. www.sterlinginsurancegroup.com

STERLING
Wﬂ@/fmﬂw

Sterling Insurance Company Limited and Sterling Life Limited are incorporated in England under numbers 498605 and 911235 respectively and are authorised and regulated by
the Financial Services Authority. They are members of the Financial Services Compensation Scheme and the Financial Ombudsman Service.
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Getting
better all
the time

BIBA's range of schemes
and facilities continues to grow
and allows members across the
UK to access market-leading
and competitive products.
Graeme Trudgill provides

an update on the latest
additions and
enhancements

Why turn a client-and business, away?
Many brokers only work with a relatively
small number of insurers, which may be
fine for mainstream cover. But, if a client
has a more specialist request, there is often
no reason to send them to another broker.
In fact, being up-to-date with BIBA’s full
range of schemes and facilities means a
high quality solution is usually within reach.

Medical malpractice now

within reach

BIBA haslaunched amedical malpractice
scheme with FS], the UK wholesale arm of
leading broker Heath Lambert.

The scheme has been designed to provide
members and their clients with access to top
quality medical malpractice cover and highly
competitive premiums, plus other
enhancements and benefits. It covers a wide
range of medical and dental professions,
including those in the complementary sector.

Medical malpracticeisaniche area of
insurance and the productsin the marketare
fairly similar. However, FS] has more than 40
years’ experience in placing cover for medical
malpractice,and has used this to negotiate

valuable cover enhancements which will come
asstandard on the BIBA scheme, butare not
available elsewhere. Key benefitsinclude:

. commission of 15 per cent

nominimum premium restriction

European jurisdiction for UK clients

breach of confidentiality cover as standard

no AIDS exclusion

indemnity for nurses.

Thisexclusive schemeis only available to
BIBA membersand as there isno minimum
premium restriction, the scheme can be used
forany size of client. Under normal
circumstances, a quote can be obtained within
24 hours.

Martin Faircloth, divisional director and
head of the medical/pharmaceutical team of
FSJ, says: “We're delighted to have been
appointed by BIBA and feel this new scheme
really offers BIBA brokers top quality policy
cover and cost-effective premiums. Our team
hasworked hard to put together a package with
theneeds of brokers and their clientsin mind.
Medical malpracticeisaniche area of insurance
and we feel that we have added cover
enhancements that will make a difference to
winning business.”

Steve Foulsham, BIBA’s technical services
officer, adds: “We’re very pleased to be able to
offer this service to our members. It will provide
asolution to whatis often a difficult class of
business to place. Thisnew scheme will be a
valuable resource for members and will create
additional opportunities.”

For more information contact
.4 Martin Faircloth on 0207 234 4353
or email bibamedmal@fsjbroking.com

Clubs go online

BIBA’s established night club scheme provider
Tasker & Partners haslaunched a web-based
trading system, Tasker Online.

The online portal enhances and improves
accessibility to the night club product for
BIBA members, ClubPM, with other products
toarrive soon.

Paul Tasker, managing director of Tasker
& Partners, says: “Since the launch of ClubPM
atthe beginning of the year we have handled
the business of many BIBA members. We
listened to what they wanted and created our
online solution.” Tasker Online allows a
broker to quote and acceptrisks in real-time,
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followed by automatic issuance of policy
documentation.

According to Mr Tasker, this is unique for
this class of business and interest has already
been strong.

The ClubPM scheme has many added
benefits, including personal loss of licence
coverand low excesses. Itisavailable toall
BIBA members, even those that may only get
the occasional enquiry.

BIBA members can register to use the
system and can benefit from increased
commission. Quotes can be created and then
saved to berevisited later. Any referrals are
dealt with quickly, meaning BIBA members
stay in control of the service they can offer their
customers. And, a streamlined process means
proposal formsare no longerrequired as the
customer’sinsurance is based on a simple
statement of fact and series of online questions.

Alldocumentation can be printed at any
partof the process for onward transmission to
proposers. Registration for the system takes
seconds.

I‘ For more information contact
4 Penny Kidman or Keeley Mee
Telephone: 020 7623 4133

Email: info@taskerpartners.com
Website: www.taskerpartners.com
and click the link to Online

Controlling cyber risks

Asmost traditional businesses will be the first to
admit, cyber liability isa subject notimmediately
thought of during risk management processes,
and even brokers sometimes struggle to
highlight cyber exposures, often due toalack of
understanding on their part.

Thisis the view of Scott Bailey, senior
underwriter with CFC Underwriting, the
providers behind BIBA’s cyber liability scheme.

He points out that the vast proportion of
businesses nowadays rely upon IT more than
even they would realise. It can be ameans of
communication—sometimes phone systemsare
even connected to the same IT infrastructure as
email, record-keeping, validation and
accounting. Thelist goesonand on.

For an asset so central to the vast majority of
businesses, itisshocking that many companies
donot give due consideration to protecting this
asset with insurance.

The Department of Trade and Industry’s
Information Security Breaches survey found:

97 per cent of businesses are connected to

theinternet

81 per cent of businesses have websites

64 per cent of businesses have documented

procedures to ensure compliance with the

Data Protection Act

52 per cent of businesses have suffered a

premeditated/maliciousIT security

incidentin the last year

40 per cent of businesses that allow instant

messaging have no controlsin place

regardingits use

..the vast proportion of businesses
nowadays rely upon IT more than even

they would realise

BIBA’s schemes: the full range

Business Travel

Caravan - Touring and Static
Commercial Combined
Crisis Control
Cyber-Liability

Directors and Officers
Electronic Marine Cargo
Excess Liability

Haulage and LGV Insurance
High Net Worth

Holiday Travel

Home Insurance

Late Night Entertainment (Club PM)
Let Property (BIBALet)

Loss Recovery Insurance
Marine Cargo

Medical Malpractice

1
2
3
4
5
6
7
8
9
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18 Motor

19 Non Standard Property
20 Personal Accident

21 Unoccupied Properties

BIBA facilities

22 Conflict Management Service
23 FSA Financial Compliance

24 Insurance RatingsView

25 Legal Services

26 Personal Lines Administration
27 Premium Finance

28 Telecoms

29 Valuation Services

30 Members’ Own Pl Insurance

30 per cent of transactional websites do not
encrypt their transactions that pass over the
internet

the average cost of a business’s worst

security incident is between £8,000-£17,000.

Notwithstanding the above, these final two
findings are especially important, says Mr Bailey:

nearly 66 per cent of businesses expect that

there will be more security incidents next
year thanin the last year

6o per cent of businesses believe it will be

harder to detectsecurity breachesin the future.

Despite this, many companies are either
oblivious to the availability of cyberinsurance,
or choose not to consider cyberinsurance of any
type. The truth of the matter, however,is thatall
businesses should be making an informed risk
transfer decision—evaluating cyberrisks and
considering the cost of transferring such risks to
cyberinsurers.

With premiums starting fromaslittleas£750
forahealthy coveragelevel, many companies
could easily benefit from the peace of mind a cyber
policy offers. Whethera company’s concernsare
liability, viruses or hackers (whether occasioned
by employees, ex-employees or third parties) or
merely the damage orembarrassment to their
corporate image, most of these risks are insurable.

In fact,around 25 per cent of clients who
havereceived cyber quotations chose to
proceed with cover, which initselfis a statistic
that speaks volumes for the cover available.

Cyberinsurance itself doesnotactasa
replacement for good IT risk management;
comments Mr Bailey, the two merely
complement each other. “With such a high
proportion of businesses, in their opinion, well
protected from IT issues and cyber attacks, the
above statistics may come asashock tousall.
Afterall, evenifyoulock the front door to your
house and set the alarm, you still purchase
insurance in case all else fails.”

I‘ For further information contact
.4 Scott Bailey on 0870 770 1002 or
email sbailey@cfcunderwriting.com

Graeme Trudgill is BIBA’s technical and
corporate affairs executive
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Some partnerships
just work...

An appointed and
accredited Professional
Indemnity Broker to
BIBA Members for
over 20 years.

For any enquiries relating to your professional
indemnity insurance, please contact us on
0845 0501 472.

_ BIBA
«\.“ Caravan

Competitive, quality product, good commission

Accessible and easy to use

The complete

solution for Run by specialist scheme administrators
transacting static Adaptable, flexible options
and touring
caravan Value-added, in-house claims service
insurance online Allowing you to achieve contract certainty

No more manuals, Click... Click... Cover

Call us on 0845 330 3173 or for more details and to register \h
simply go online now at www.bibacaravan.co.uk % BT

alilela




Accredited Professional .
Indemnity Insurance Broker %%
to BIBA

FirstCity is pleased to offer BIBA members an exclusive
Professional Indemnity scheme which offers highly
competitive policy cover and benefits.

Policy cover

¢ FSA compliant wording

e Damages awarded by Ombudsman

e Excess not applicable to defence cost
¢ Fidelity cover

Service

¢ |Independent risk management

¢ Free claims helpline

¢ Free compliance helpline

e Competitive premium finance rates

For more information about professional indemnity
insurance please contact:
Richard Bowdidge on +44 (0)20 7410 4894

richard.bowdidge@firstcity.com F' tC 1 t
or visit our website at www.firstcity.com lrs 1 Y

“amim  The Broker's Partner

Towergate Partnership is Europe’s largest Towergate BIBA Schemes
independently owned insurance intermediary. Commercial Combined
Our product range continues to grow, offering a Towergate CopfiliFCCiENY

Tel: 0870 901 2595
E-Mail: tcu@towergate.co.uk

range of standard and specialist products, many

of which are not readily available elsewhere.

Professional Indemnity
BIBA brokers can benefit from the market strength which Towergate Professional Indemnity
comes with this scale through Towergate Partnership’s BIBA i 20 | P
schemes, underwriting agencies and wholesale facilities. BN PR

Personal Accident

Towergate are dedicated to providing insurance solutions Towergate Underwriting Personal Accident & Travel
for Brokers and giving you access to great expertise and real Tel: 0870 905 0672
decision makers. We will work with you to offer your clients IV T Ry
the Insurance they need, backed by leading UK insurers, with Telephone our Broker Support Unit for
underwriting & claims services that will make your life easier. detailsof the full product range

0870 901 0397
www.towergateu nderwriting.co.uk brokersupportunit@towergate.co.uk

Towergate Underwriting and Towergate Partnership are trading names of Towergate Underwriting Group Limited. Registered in England No 4043759.
Authorised and regulated by the Financial Services Authority.
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Roger Flaxman uses a QC's words of wisdom to guide brokers through
the minefield that is the FSA's Insurance Conduct of Business rules

Forewarned is forearmed

“Few insurance brokers are aware of one
the most serious implications of the
FSA’s (ICOB) regulations,” warned James
Dingemans, QC, at the BIBA conference
this year.

He pointed out the ICOB source book
contains detailed guidelines and rules of
conduct. Breach of these will resultin a penalty,
butthatmaynotbeall.

Breach of the ICOB rules canalso be
actionable at the suit of a private personifasa
result of a breach the individual suffersaloss.

The other duties of a broker, which are not
contained in the ICOBs but existin common
law, can also give rise toa civil actionin
negligence and contract. And, the evidence
adduced from the breach of ICOBs may be used
tosupporta civil liability claim.

Mr Dingemans went on to forewarn of the
elephant traps for brokers—and I'strongly
endorse his opinions.

The effect of the ICOB rules has been to
re-emphasise the “professional”
responsibilities of the broker for which an
inadvertent breach can resultin a claim
fornegligence.

Those responsibilities are not new
but, in practice, itis often easier to
prove abreach of aregulation than
to prove negligence.

Now, having proven breach ofan
ICOBrule, a claimant could be advised
tobring a separate claim in negligence
based upon the assumption thatif
there was a breach of regulation ther
likely to have been negligence as we

Experience so far suggests that
brokers have been so concerned w
compliance of the things that can be ea
measured and ‘tick-box’ checked that they
have overlooked the Exocet
missile, ‘duty of care’, tucked
quietly away behind the
rules.

Mr Dingemans also
made an overarching --n-....1 !
pointinhis
presentation.
thelaw will judge an
insurance practitioner
according to the law
pertaining to a broker’s
duty of care and sometimes

thiswill not accord with what might, wrongly
asitturns out, be perceived as acceptable
market practice.

Case law islittered with examples of
decisions that seem, to the experienced
insurance practitioner, to be contrary to what
they believed to be usual practice.

In summary, Mr Dingemans was saying that
the broker must now be prepared to be judged
asa professional and such standards are above
those of a salesperson.

This of course bringsinto
sharp focus, yet again,
the question
of the

differences between charging fees and
receiving commission.
So, with the help of Mr Dingemans, I have
compiled some top tips:
makeitclearto your client what youhave
agreed to do and, where applicable, what you
havenotagreedto do. Take proper notesat
meetings, confirmitallin writing with your
clientand make sure youaction the points
that youhave agreed toaction, because of
your professional knowledge and skill
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sort out remuneration; whois going to pay it

and whenitis going to be paid.If, asis

currently being suggested, brokersare to

routinely charge a small commission as well

asafee,itisessential the client understands

thisinadvance and agrees toit. Hidden

remuneration will not be tolerated

- decidewhoisyourclientand ensure everyone
agrees this. Thisapplies to all professionals;
itisremarkable how many timesa
professional deals with a party in good faith
only tofind that they are not the ultimate
decision maker, or client. Thisis particularly
importantin the case of companies whoare
themselves subsidiaries orassociates of
conglomerates. Knowing your client
determines to whom you have a duty of care

- know what the law expects of you. Brokers
must ascertain their client’s needs by
instructions or otherwise; they must use
reasonable care and skill to procure the
cover theiremployer has asked for, either
expressly or by necessary implication; and if
they cannot obtain what isrequired, they
must reportin what respects they failed and
seek alternative instructions.

If you can’t get clear instructions from your
client, your duty is to assess the risk that
should be insured... butif you cannot obtain
appropriate cover then you must report
failure to the client, promptly.

Thisimposes areal need for broking firms
tosupervise the less experienced brokers in
their team and it suggests that a mature and
experienced client-facing practitioner could
be an excellentinvestment as a mentor and
wise head in the firm’s management of risk.

Exclusions, conditions and, particularly,
conditions precedent should be clearly
pointed out and explained to the client.

Indeed they should. The practical problem
with this, as brokers know so well, is that very
often there are so many of them that,in
writing, the client may not read them.

There was recently a case of a firm of
brokersacting for a farmer and his sons, none
of whom were interested in insurance.

Failure by the farmers to comply with
alarm and security warranties resulted in
avoidance of their policy and the broker was

}.

James Dingemans, QC, speaking at the BIBA conference this year

accused of failing properly to bring to the
attention of the farmers the appropriate
clauses. Evidence showed that they had done
so but, it was found, once was not often
enough. Thisreinforces the point thata
broker will be judged as a professional, not as
apostbox.

An experienced insurance broker will
know what should be brought to the client’s
attention and how.

Verbal instructions, whether by telephone
or other unwritten means, are always
troublesome. In particular, it isimportant to
make a written note of client’s verbal
instructions and act upon them.

Itis good practice to send a letter or email
concerning the verbal instructions, thereby
giving the client an opportunity to reflect,
confirm, deny or correct them. And tell the
clientabout the need to give material
disclosure.

Material disclosure is a recurring elephant
trap. Aninsured rarely understands whatis
meant by material information. Indeed, unless
one hasspentseveral yearsactively in the
insurance industry,itis impossible to know
what underwriters would usually consider as
material to them.

Asclientand regulatory expectations
increase, soitisafundamental
necessity for insurance brokers to
manage and transfer risk
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Not so many years ago, material information
was closely aligned with utmost good faith and
where material information had not been
disclosed an insurer may decide to overlook it, if
itwasnot too serious.

Nowadays, almost every claimis
meticulously examined for breach of material
disclosure. The goal posts have changed and so it
hasbecome one of the broker’s principal duties
to protect their client from this pitfall.

It could be argued that merely restating the
client’s duty of disclosure in large printat the
time of renewal, isnot enough.

Donotrely on previous declarations and
information, check it with the client.

Brokersacquiring business will often rely
upon information received from a previous
brokerand present thistoanew insurer.

Mr Dingemans advice is—don't.

He says the fact thata previous broker
accepted the information and recommended a
particular type of policy does not mean that

a) the information accepted was correctand/or

b) the policies placed were appropriate.

Itisalsoimportant brokers buy the right
cover for themselves.

Richard Bowdidge, partner of First City
Partnership, says: “In our experience, many
brokers are unaware of the elephant traps
described by James Dingemans QC and their PI
insurances are not designed to fill the gaps.
BIBA’saccredited brokersare specialistsand can
add valuable advice based on the top tipsin this
articleand more besides.”

Roger Flaxman is BIBA’s professional
indemnity consultant and managing
director of Flaxman Partners



j Marine Underwriting Agents
. Our delegated underwriting schemes
and facilities with leading yacht and
marine insurers have been established
Marine Trades | over 20 years. We provide instant quotes
on most cases and generous

Yachts commission levels.

Our International Division can also help
Pleasure Craft | with vessels kept in Mediterrenean and
other European waters and worldwide.

Fastnet Marine Insurance Services Ltd
Unit 4, Building 2, Shamrock Quay,
Southampton SO14 5QL, UK

Tel. +44 (0)23 8063 6677

A _/.i Fax. +44 (0)23 8063 6678
e-mail. sails@fastnet-marine.co.uk
web. www.fastnet-marine.co.uk

cIassicA brokers

Bespoke Classic Vehicle Scheme

From a broker with over 50 years
experience in Classic Vehicle Insurance
Al the click of a mouse

= Web Based Site Available 24/7

Full Cycle Product

Maost Classes of Vehicles Acceptable
Comprehensive Cover With All The Extras
Very Competitive Rales

Commission paid

Agreed Value

Ma Proposal/Photegraphs or Valuations
Tried and tested renewals process

Visil our website at www.classicdbrokers.com
for further details or to apply for an agency.
This is a site produced on behalf of

COC Insurances Lid which allows you

to oblain quolations for classic insurance

and to deliver point of sale documentation

to your clients, easily, effectively

and ahove all profitably.
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Everyone learns, from
a very early age

effects
of a fire in the home

Fire, one of the most comforting and practical of the
environment’s natural elements, can also be one of the
most dangerous and destructive.

& fire 0 any home can beave your buddings and contents i a termible mess
But help 1 on hand. from Ranbow intemational, the: LECs leading provider

of Fire, Flood & Accidéntal Damage Restonmion Sernces

We will retum your insureds property o it pre-incident condition, pramptly
reliably. cost effectively and with the care and amtention to detail youd
expect fiom the bes

Mo ene has mohe capacity, Mo ene his more qualified technz am. No one
cowers thie LK 50 extensively. Mo one understands soot and smoke damage
guite ke Raintow Intemational, and no one s more dedicated to reducing
claims coit. and improving ren policy holder retenticn rates

Al afy age, a hr-rjarnlp;qd property can be mast ﬂn-'.rrming_ i et

Rainbow International corme 1 your iesoue

Fire, Flood & Accidental

Damage Restoration @
Ranbow Intermational. Spectrum House, W
Loweer Oakham Way, Qakham Butiness Park '

tansheld, Mottinghamshire, NGB 58Y piernatinnal

EFifmeariEn & TiiamiwE
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Tel: 01623 422488
Email enquiries@rainbow-int.co.uk
Web: www.rainbow-int.co.uk
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B2 TECHNICAL BRIEFING

Haulage contractors

have considerable exposures
that go way lbeyond traditional
motor insurance and goods

N transit cover for the load,
as Anthony Gardiner

advises

Going ™

the

extra

| ‘
Haulage contractors are involved in heavy
manual labour, and bodily injury is not
uncommon. The haulier and its employees
often have to climb onto the trailer during
loading and unloading, working at least
five feet above the ground.

There isa possibility of falls or injury to
limbs when jumping down. Working in close
proximity to heavy equipment, lorriesand
trailers can resultin the risk of crushing. And,
of course, bodily injury can occur as a result of
amotoringaccident.

Personal accident insurance is strongly
recommended for owner operator hauliersand
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for firms, a group personal accident policy.
Personal accident insurance can provide alump
sum benefitin respect of death or serious bodily
injury such as permanent total disablement,
loss of limb(s) or sight. It can extend to provide a
weekly benefit for temporary disablement,
such asabroken ankle, plus policies can be
extended to include illness benefits.

Business travel insurance can be offered to
hauliers who travel abroad, to provide medical
and repatriation expenses and 24 hour
assistance. This can be of great benefitand
comfort to hauliers, their employees and family,
should injury orillness occur abroad. Policies

canbe extended toinclude personal effects,
baggage, money, replacement driver expenses
and many other optional benefits.

Lifting equipment, such as crane attachments,
tail-lifts, fork lift trucks, pallet trucks, or car
transporters with a top deck that can be raised and
lowered,is common to the haulage industry.

All of these examples of lifting equipment
require a thorough examination by an
authorised engineer, and an inspection
certificate issued, as per The Lifting Operations
and Lifting Equipment Regulations 1998
(LOLER). Aninspection service can be provided
by insurers’ engineering departments.
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Generally, permanent plant attachments to
avehicle, such asa crane or tail-lift would be
covered foraccidental damage, fire and theft
under a comprehensive motor policy. However,
some motorinsurers will exclude accidental
damage while such equipmentisin use asa tool
oftrade, hence the potential requirement for
separate insurance.

Itisnot unusual for heavy goods vehicle
operators to have fork lift trucks. It isimportant
toidentify whether or not there is use that will
require motor insurance cover as demanded by
the Road Traffic Acts.

Aforklift truck may not be registered for

road use, however, ifitis used, even to crossa
road,orinapublic place such asacar park or
loading bay and it causes third-party damage or
injury then there isarequirement for motor
insurance.
Remember that public liability policies will
exclude liability in respect of any mechanically-
propelled vehicles where compulsory
insurance isrequired such asin the case of
motorinsurance.
Directorsand officers’ liability insurance
provides cover for directors and officers ofa
company inrespect of wrongful acts, errors or
omissionsallegedly committed in their official
capacity. It protects the personal wealth and
assets of directors and key personnel by providing
defence and settlement costs and covering the
cost oflegal representation at investigations.
Anexample of action againsta director ofa
haulage company took placein 2004 whena
firm of haulage contractors was visited by
environmental health officers. The officers
found that the firm did notkeep an up-to-
date accident book, no risk assessments for
unloading dangerous stock off lorries had
been carried out, and the firm had failed to
reportanaccident where an employee was
struck by a fork lift truck.

At the Magistrates’ Court the following
statement was made: “The company directors
and managers should have more respect for
their staff, but the message should not be lost
thatifthey breach regulations they will also be
personally liable”.

The managing director was fined £8,000
after being found personally liable for the
health and safety breaches. The cost of
defending such an action would be substantial.

Extensions

Public, productsand employers’ liability
insurance can often require extensions to the
standard policy wordingin order to address the
haulage contractor’sactivities. T have seena
poorly-arranged liability insurance policy which
excluded work away from the business premises,
inappropriate forahaulage contractor.

Iwould add that the policy had not been
supplied through aninsurance broker. An
extension to include liability cover for third-
party working risks may be required if the
haulier operates plant such as cranes, fork lifts
andloadingshovels, etc.

Liability cover can be provided in respect of
third-party vehicle servicing. If hauliers have a
workshop/mechanic, the broker would need to
check their exposure to this activity. The
liability policy can be extended in respect of
cross contamination to third-party property.

Thisis particularly relevant if the haulier
carries bulk goods. For example, a haulier
delivering 20 tonnes of sugar to a biscuit factory
connects toanincorrect pipe, pumping the

sugar into the flour store resulting in
contamination of the flour.

The haulier’s transit liability policy can be
extended to include cross contamination cover
for the goods carried, in this example, the sugar.
Some hauliers also arrange storage of
customers’ goods. Separate cover would be
required for this warehousingrisk as a standard
public liability policy excludesloss or damage
to property under the insured’s control.

Owner-operators or small haulage firms
with avehicle out of action due to aroad traffic
accident, fire or theft can have a serious
financialimpact. The operation of alarge heavy
goods vehicle will, on average, generate a
weekly turnover in excess of £2,000. A large
operator may have capacity within the fleet to
compensate for the temporary loss of a vehicle.

A knowledgeable
underwriter will be
able to guide the
broker through their
haulage client’s
requirements

The smaller operator either hasaloss of income
(butstill has fixed costs, such as driver wages,
vehicle tax, insurance etc), or hiresa
replacement vehicle, it would costin the region
of £140aday to hire alarge heavy goods vehicle.

ITtispossible to extend certain insurance
products, usually goods in transit, to provide
loss of use benefits. Generally, the extension
would only apply to own vehicles that have
comprehensive motor insurance, with the first
three daysand 20 per cent of the hiring charges
being excluded. Theft would also generally be
excluded, however, the premium charged for
thisextension is usually modest.

Aknowledgeable underwriter will be able to
guide the broker through their haulage client’s
requirements. They will be able to explain the
various options and highlight which covers will
be mostappropriate for the client.

Passing this advice on by the broker to their
client will set them apart from their
competitorsand help them win and retain
businessin this specialist area.

' Anthony Gardiner is group broking
A director for Davis Underwriting,
BIBA’s haulage scheme provider
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TRAINING [}

Getting personal

Online study has developed enormously in recent years and is
unparalleled in terms of its convenience, but face-to-face training
will always have a place, explains Vannessa Young

The Broker Academy has launched
recently with the integration of AXA
Campus into broker ASSESS to create
the market leading e-learning and
development solution. However, attention
is now shifting to face-to-face training.
Eureka moments are those instancesin life
when the fog lifts on confused thoughts to
allow absolute clarity to shine through.
Speaking from experience as someone who is
studying for Chartered Insurance Institute
(CII) qualifications, there have been some
foggy daysalong the way.
Thankfully, there have also been those
Eureka moments—usually the result of
my finding a knowledgeable person to
expound enthusiastically ona
troublesome subject and bring life
to hitherto page-bound
information.
BIBA is hoping to make more
Eureka momentslike that
possible forits members.
Members will undoubtedly be
aware of the January launch of
Broker Academy, which has
been developed by the CII
in partnership with
BIBA and AXA.
The facility is
designedasa
‘one stop
shop’
providing
amarket-
wide training
and development facility
forinsurance brokers.

Merger
The online information
available to users of the Broker
Academy has grown significantly
after the recent merger of broker
ASSESS with AXA Campus. The
completion of that merger means
thatattention has now turned to
increasing the amount of face-to-
face training available through
the Broker Academy.
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B2 TRAINING

The CII, BIBA and AXA have
agreed to come together behind
one combined regional
programme which they are
committed to developinginto
the leading face-to-face training
offeringin the market. All
regional training in the BIBA
name will be re-branded as the
Broker Academy from January
2008 asaresult of thissupport.

Steve White, BIBA’s head of
compliance and training,
explains: “Until now, there has
been no co-ordinated approach
across the broking sector to
training. That will change with
the face-to-face element of the
Broker Academy offering. By
joining forces in this way
training for BIBA members can
be brought togetherina
coherentand accessible manner.
We can ensure that the
provision, content and the
delivery of face-to-face training
for BIBA membersis consistent,
and to a high standard,
nationwide.”

Face-to-face training will
coverawide range of subjects at
varying levels of experience from
technical knowledge to business
knowledge to interpersonal
skills. Learningis deliveredina
participative workshop style
with the maximum number of
delegates thatmay attend each
training sessionsetat 14. The
limit on numbers ensures alively
and stimulating environment for
delegates, but not so crowded that the trainer
cannot give one-to-one attention should it be
needed.

Searchlightinsurance training, as the Broker
Academy’s preferred supplier of training and
administration services, will be responsible for
finding suitable trainers to lead the workshops.

Ian Jerrum, Searchlight’s managing director,
says: “We aim to maximise customer satisfaction
through ourin-depth understanding of
insurance broker needs, by maintaining very
high standards of service, and by contributing
measurable value to brokers’ businesses.”

Searchlight became the first training
organisation to be recognised under the
Financial Service Skills Council’s (FSSC)
accreditation scheme for training provider
excellence in January 2006.

Accreditation is a mark of professionalism
andin order for Searchlight to achieveit, the
company had to undergo arigorousreview of its
policiesand procedures—from strategic
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By joining forcesin this way

training for BIBA members can
be brought togetherina
coherent and accessible manner

through to operational —to match up to the
criteria and standards required by the FSSC.

Searchlight has to maintain compliance
with those standardsin order to keep its
accreditation, which in turn ensures the quality
of trainers, as their performance must be
regularly monitored as part of the overall
process.

Interest

BIBA hasheld aseries of inaugural meetings for
membersaround the country to discuss their
training requirements for 2008. These meetings
have generated alot of local interest from BIBA
members and resulted in a training programme
foreachregion to be published.

Bob Darwin, regional executive for the West
Midlands, who hosted the first of those
meetingsin Birmingham, welcomes the move:
“We had an excellent turnout with members
taking areal interest in discussions. Members
liked the fact that the regions will have the

opportunity to play aleadingrole
in determining what courses to
run, where to run them, and
when.”

These meetings will be
repeated on an annual basis to
give members much more ‘hands
on’access to their regional
training. The first renewal
meetings will focus on the
success or otherwise of the
training programme, take on
board members’ comments and
then plan the structure of the
2009 programme.

The pricing of courses has
been designed to appeal to the
pocket. The cost per delegate is
£120,although with discounts
available for bookings of 20 or
more people on toacourse, early
bookers and broker ASSESS
customers, this can be reduced to
aslittleas£99. Delegates will also
receive post-workshop access to
trainers foramonth, should they
need any further assistance.

Attheend of the course,
delegates will receive Broker
Academy certificates of
attendance and a training
passport whichisa personal
record of the face-to-face training
anindividual hasreceived which
the trainer will sign as evidence
of attendance. Holding courses
in premises supplied by Broker
Academy partners orin-house at
the firm requesting the training
also helpsto keep costs down.

The agreement doesnot at
the moment extend to BIBA’s compliance
training orin-house courses in London. These
will continue to be offered under the BIBA
brand until 31 December 2008. However,as a
mark of BIBA’s commitment, its London
training programme will be delivered under the
Broker Academy brand from 2009, subject to the
success of the 2008 regional programmes.

Steve White adds: “BIBA members around
the country have told us that they would like a
greatersay in theirregional training
programme and now they have it. We want to
encourage allmembers to getinvolved, so that
we can develop a programme of training and
development for next year and beyond that
truly responds to the needs of our membership
wherever they are in the country and reflects
the changing business and regulatory
environment that we find ourselvesin.”

' Vannessa Young is BIBA’s
4 compliance co-ordinator
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Waste Services
INsurance sScheme

> From Skip Hire to Landfill Operators > Same Day Quotations
> Underwritten by an A+ Rated Insurer > Widest Scope of Cover
> High Levels of Commission > Highly Competitive Rates

> Full Hazardous Waste / Asbestos Cover
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B QUESTION TIME

Test out our experts

BIBA's in-house technical and regulatory specialists
are at the ready to deal with your queries

When a worker is on the road
Q: Our clients have a claim
under their business motor
policy where the driver, who
was an employee, suffered a
fatal accident when hitting a
third-party at speed. There
were also passengers in the
vehicle. The motor insurers
state that the claim falls under
the employer’s liability policy.
But, at least one insurer’s
employers’ liability policy
excludes injury to employees
in motor vehicles other than
the driver. We are unclear
whether the employer’s
liability or motor policy should
respond to this claim.

A: This situation is covered in the
implementation of the Third EU
Motor Directive in the UK. The
basic rule is that if the Road Traffic
Act applies to the incident, then
the driver’s claim falls under the
employers’ liability policy,
whereas passenger claims fall
under the motor policy. In the
case law of Eyres v Atkinsons
Kitchens and Bedrooms Ltd, the
employee was injured having
fallen asleep at the wheel. He
brought a claim against the
employer, contending that the
requirement for him to drive when
excessively tired was causative.

Make more of management
information

Q: | am aware that the
Financial Services Authority
(FSA) has put greater
emphasis on management
information as a means of
demonstrating thatlam
treating my customers fairly
(TCF), butl am struggling to
identify what data | should
collect. Canyou help?

A: Many firms have found
identifying, collecting, and using
management information for TCF

115 NOT ONTHE M.L.DT
50 IT5 OFF To TE
POUND FOR THE VEHICLE
STRAIGHTAWAY P

challenging. First and foremost
this is information that you are
probably already collecting during
the course of your daily business.
The FSA does not expect you to
have start generating lots of new
reports. You should also
remember that any management
information needs to be
proportionate to the size and
complexity of your business. To
make the task a little easier
BIBA’s regulatory working party
has produced guidance on
management information and
TCF which is aimed specifically at
general insurance intermediaries.
[t can be found on BIBA's website
at: www.biba.org.uk.

There is also plenty of
information on the FSA's site,
particularly on culture and TCF,
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s0 check out this page:
www.fsa.gov.uk/pubs/other/
tcf_culture.pdf. And you should
also find the following FSA page
which is about management
information: www.fsa.gov.uk/
pubs/other/tcf_mi.pdf. You will
need to be able to show that you
have appropriate TCF
management information in place
by March 2008, and that you are
consistently treating customers
fairly by December 2008. So
thereis no time to lose.

Tackling terrorism

Q:Is it possible to purchase
standalone terrorism cover?
Our client is a property owner
on a complex, with the
property insurance being
incorporated elsewhere due to

lease requirements,
but this leaves a
gap with no
terrorism cover.

A: Standalone
terrorism cover is
available in the

’ market. It does,

'+ however, create the
possibility of gaps
between it and the

main property covers. In
an ideal situation, it is best
not to have to separate the
terrorism element from the
main cover and it may be best
to investigate the terrorism
aspect with the main insurers,
on the basis that there could be
some misunderstanding about
how the Pool Re cover works.

Askmid has the answers

Q: How can | check that my
motor insurance details have
been entered onto the Motor
Insurance Database (MID)?
A: A new website will allow you
to do this for free —log on to
www.askmid.com and you will
be able to type in your
registration and find out instantly.
The site holds the insurance
details of some 34 million
vehicles. If a vehicle is stopped
by the police and is not listed on
the database, then it could be
impounded or even disposed of
—so not entering details could
be serious.

I‘ Do you have a question?
You can email these to:
Regulation questions:
whites@biba.org.uk
Technical questions:
staddonp@biba.org.uk/
foulshams@biba.org.uk /
trudgillg@biba.org.uk
Visit the BIBA website for
further guidance -
www.biba.org.uk



Ever felt selling dental cover
was like pulling teeth?

v

Our uncomplicated, everyday dental insurance provides
wide-ranging, flexible cover for your corporate clients.

*Covers check-ups, *Web-based applications
treatment and with minimum admin

emergencies : :
*Simple to explain and

* Cover for singles, to understand

couples and families :
*Unique approach to

*Generous commission corporate clients

To find out more, call Micaela Corby on 07795 425855
or visit www.dencover.com

Managed by
dencoverplus "

insure your smile
~—— underwriting
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A new face for the BIBA Protect
ravellnsurance Scheme

Your customers can enjoy excellent cover, with
many enhanced benefits including:

Single and annual multi-trip cover with £10
million medical cover

Independent travel insurance for all insureds,
including children

No terrorism exclusion

Children within a family policy are covered up
to the age of 23 if still in full time education, even
~if not residing at the same address

Many hazardous activities (eg scuba diving) are
covered as standard

Single excess applies per family, per incident
Infants 3 and under travel free

* Adults can be covered up to the age of 85 on

a single trip policy, 75 on an annual multi-trip
policy for Europe and 70 for Rest of the World

Up to 45 days any one trip, with unlimited trips
Up to the maximum age for winter sports

Option to increase from 45 days to 60 days
stay on annual multi-trip policy

Pre-existing medical conditions may be covered,
subject to medical screening

TOKIO MARINE
EUROPE

Exclusive to BIBA members, our all-new BIBA Protect Travel Scheme provides you with a web-based solution enabling you to sell travel insurance
through your own branded website, and enables you to upgrade policies mid-term and renew online. Our scheme is also well suited to supporting

affinity schemes and employee groups.

We will continue supporting traditional pad facilities to all BIBA members and will offer the flexible service this BIBA scheme has always enjoyed.

As part of the Tokio Marine & Nichido Group, we are rated AA by Standard and Poor’s, have over $19 billion of annual premium income and assets
in excess of $132 billion. Our offices throughout the UK will ensure that you receive the support you need.

To obtain your choice of distribution, either pad scheme or on-line purchase, e-mail and register your interest today at travel@tokiomarine.co.uk.

To find out more about Tokio Marine Europe in the UK visit:

www.tokiomarine.co.uk

MILLEA GROUP

Underwritten by Tokio Marine Europe Insurance Limited (except Legal Expenses,

which is underwritten by DAS Legal Expenses Insurance Company Limited)

Member of the Association of British Insurers

Authorised and regulated by the Financial Services Authority Firm Reference Number 202574
Registered Office: 150 Leadenhall Street, London EC3V 4TE Registered Number: 989421 England




