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Vendors must communicate value of
products to binder market, ITC told
London market technology ven-
dors need to work harder at
explaining how their products can
add value to the binder market,
panellists said at the Insurance
Technology Congress (ITC), writes
Greg Dobie.

To date, many vendors have not
always been successful in fully
communicating the benefits of
their offerings to operational peo-
ple in the marketplace, Miller
Insurance’s head of business unit
operations – programmes and
facilities, Julian Sawyer, said dur-
ing an ITC session on binding
authority business, hosted by
Lloyd’s programme manager,
Adam Stafford.

“There are some impressive
pieces of technology out there and
maybe part of the problem is it is
not as easy as it should be for the
operationalpeople incompanies to
persuade the board to go out and

they can help practitioners to use
their products to not just stream-
line processing but to also navigate
the challenges posed by the
increasing demands of the
enhanced regulatory environ-
ment, according to Daniel Lott,
head of service contracts and bind-
ers at broker Integro.

“The other driver of change
apart from our clients is regulatory
forces,” he told delegates.

Meanwhile, Brit Global specialty
operationsdirector,MoniqueAlder,
said there was an increasing need
for off-the-shelf integration ena-
bling “the ability to take a product
andplugitintowhereveryouare”.

“There are a lot of managing
agents with lots of different sys-
tems and it would be great if we
could plug those in. It is a lovely
ideal to have end-to end processing
but there are a lot of different
steps,” she concluded.

David A Smith @DavidSmithGFF
#itc2012Bullsharks,elephants,kangaroosand
stingrays...Alltopicalinthecontextofdata
standardsandAcordmessaging–RobertKelly

Gregory Maciag @ACORDceo
#itc2012 We will never eliminate legacy. With standards
we can evolve platforms that include old and new. There
will always be both.

SagicoratLLOYDS
Just going through @insurance_day’s coverage from the
Insurance Technology Congress 2012 great videos such
as bit.ly/TuXikH #itc2012

MelanieFranklin@MavenMelanie
#ITC2012 quick survey at coffee: changing
role of the CIO useful panel discussion –
never mind an annual plan, we plan every
three months

James Maudslay @jmaudslay
Big data panel done. No controversial
questions but enthusiasm from Willis to use it.
Security issues can be conquered. #ITC2012

Phil Hill @philahill
#itc2012 apart from the big three, who has the wealth of
data sufficient to provide the insight? Could Lloyd’s
provide this – or anybody else?

David A Smith @DavidSmithGFF
#itc2012 Steve Betts Insurance Technology Congress.
We are information-rich and insight-poor.

Sean James Cameron @Seanjcameron
For once, having your head in the cloud is a good move
#itc2012

Ed Slade @EdSlade
3.30 pm and the first mention of STP. Is it no
longer a trendy term ?

Agencyport @Agencyport
“2011, we didn’t just have cats, we had kittens!”
John Muir speaking @ #ITC2012

StephenNetherway@SJNetherway_CMS
Fascinating content coming out of the #ITC2012 event –
insurance industry discussing how to get the most out
of #bigdata

Nav Phokela @asianwolf
ProjectDarwinmakesthesameunderlyingmistakeof
puttingallof itseggsinoneSMEfortech.Couldendwith
Darwin=nochange#ITC2012

Phil Hill @philahill
Someone actually telling us what Darwin
actually is. Wow! Still a bit vague and clichéd,
lots of buzz phrases, but still progress

StephenAnderson@sdanderson55
#ITC2012:JustlearntDarwinisadullandworthy but
importantprojecttoreplaceLIDS,POSH&CLASS.Lovely.

Acord @Acord_Standards
What’s more important to you, big data or quality
data? #ITC2012
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In legacy systems,
data is king

A major factor taken into
consideration when
two insurance compa-
nies merge or when one

takes over another is the amount of
data that would need to be con-
verted from one company’s system
to that of the other, a panel at the
Insurance Technology Congress
heard yesterday.

Speaking at a panel discussion
on “Working with legacy systems”,
LanceGrant, seniorvice-president,
operations and IT, at Ace European
Group, said: “When it comes to car-
riers, you have a decision to take,
and if you have a bottomless pit,
you move everything across. In
reality, that doesn’t happen. You
have to draw a line. The system you
use will usually be the one where
the most data resides.”

Mark Kinsella, head of IT at RFIB,
said one definition of “legacy” was
“there is no such thing as a legacy
system, only legacy data”. He noted
when he used to work for reinsur-
ance broker Benfield – a company
that grew from small beginnings to

a considerable size before being
bought by Aon – the rule was sim-
ple. “I don’t care what your system
is, but you are going onto ours”.
This, said Kinsella, had the merit of
meaning there was only ever one
system being integrated at a time.

The panel as a whole, which also
includedBenSpencer,globalheadof
IT at Beazley and was moderated by
Justin Emrich, chief information
officer at Atrium Underwriters, pre-
ferred to treat the word “legacy” as
“core”,ratherthansystemsinurgent
need of replacement. That removed

some of the negative connotations.
All three panel members were gen-
erally in favour of incremental
improvements around the core
base,ratherthantearingeverything
downandstartingfromscratch.

Grant said: “Where we have
gone wrong in the past is that we’ve
tried to go for massive change
rather than incremental change.
We start dreaming of a huge shift
and then, when we look at it, it
becomes inconceivable. Legacy
systems are a fact, and we have to
work with them”.

Peter Birks
IIN 24 editor

“There are some
impressive pieces of
technology out there
and maybe part of the
problem is it is not as
easy as it should be for
the operational people
in companies to
persuade the board
to go out and make
that investment”

Julian Sawyer
Miller Insurance

make that investment,” Sawyer
said in response to a question
posed by Stafford about what else
vendors need to do in order to
develop the market further.

“Vendors need to help opera-
tional people to make it an easier
sell,” he said.

Vendors also need to look at how
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Aon’s Londonmovewill see
fresh growth opportunities,
CIO Betts believes

A on’s relocation of its global
headquarters from Chicago to
Londonwillenablethebroker
to capitalise on growth oppor-

tunities in eastern Europe, Africa, Asia
and the Middle East, the broker’s chief
informationofficer (CIO),SteveBettssaid
on the second day of the Insurance Tech-
nology Congress 2012.

Betts said the move represented “the
nextstepintheevolutionofthefirm”dur-
ing his keynote speech at the congress
entitled “Leveraging technology to
power a global firm”.

The CIO said the corporate move,
which was completed in April, would
provide the broker with increased finan-
cial flexibility which would enable it to
make “significant investments” in its glo-
bal network.

“We will continue building our brok-
ing capabilities and the continued devel-
opment, retention and acquisition of key
talent,” he told delegates.

Betts, who is still based in Chicago, but
will increasinglyspendmoretimeinLon-
don,saidthebrokerremainedfocusedon
Chicago, which continues to be its base
for operations in the Americas. This pro-

duced 49.2% of the group’s retail insur-
ance brokerage revenue last year.

“London has been the centre of the
insurance world for more than three
centuries and rightfully it is known as
the birthplace of risk management,”
Betts told the audience.

“A great majority of complex risks are
marketed through London by insur-
ance clients from growth regions such
as Asia, Africa, the Middle East and East-
ern Europe.

“These are all key emerging growth
markets that Aon sees as a tremendous
opportunity for development going for-
ward. We regard our presence and focus
on London as really being a catalyst for
that focus on growth,” he added.

Betts said Aon now employed 62,000
employees across 140 countries, touch-
ing 30% of the global economy every
day. The broker manages $60bn of com-
mercial premium and $30bn of rein-

surance premium.
The broker’s global head-
quarters in London will be

the so-called “cheese-
grater” on Leadenhall
Street, which is due to be
completed in 2014.

Aon is expected to move
in early 2015, and will occupy

the first 10 floors of the 47-sto-
rey skyscraper, to be rebranded as

the Aon Centre.

Greg Dobie
Managing editor

49.2%
Percentage of group’s

retail insurance brokerage
revenue last year that
was accounted for by

the Americas

“London has been the
centre of the insurance
world for more than three
centuries and rightfully it
is known as the birthplace
of risk management”

Steve Betts
Aon

O’Halloran appointment will smooth
Steadfast transition to public company
The forthcoming appointment of former
QBE chief executive Frank O’Halloran
(pictured)aschairmanofAustralia’s larg-
est broker Steadfast will help to smooth
its transition into a public company,
according to its executive chairman, Rob-
ert Kelly. writes Greg Dobie.

Kelly will become managing director
of the group, when chairman-elect O’Hal-
loran, who retired from QBE in August
after 14 years heading the carrier, joins
the Steadfast board at the end of this
month, it was revealed at the Insurance
Technology Congress 2012.

Kelly, who was a keynote speaker at
the two-day event, will continue in his
present role as chief executive of Stead-
fast, which comprises approximately
280 government-regulated insurance
brokerages operating from more than
400 offices around Australia. The carrier
is expected to list on the Australian stock
exchange (ASX) in May next year.

Kelly and O’Halloran will be part of a
five-member board that will be estab-
lished at the broker network later this
month. This will replace the present
member-based board. As managing
director and chief executive, Kelly will be
answerable to O’Halloran.

With a specialist focus on SMEs, Stead-
fast has a 36% market share in Australia
with sales of A$4.12bn ($4.2bn).

O’Halloran will not now return to the
QBE board in 2013, as it had been stated
would be the case when his retirement
was announced.

QBE underwrites about 17% of Stead-
fast Group’s business and the
insurer said that it would there-
forebe“inappropriateforO’Hal-
loran to hold board positions at
bothSteadfastandQBE”.

O’Halloran would normally be
subjecttoathree-yearnon-compete
agreement,butQBEhaswaivedthis.

36%
Steadfast’s

market share
in Australia

17%
Percentage of
Steadfast’s
business

underwritten
by QBE
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Social media transforms insurers’
response to natural catastrophes

Apps programmes
‘help staff innovate’

Insurance sector urged to embrace
touch-table technology

S ocial media is increasingly
transforming the way
insurance companies and
brokers are reacting to

naturalcatastrophes,withcommu-
nications officers beginning to
replace risk analysts as the first
respondent to an event.

New technological platforms
such as Twitter are delivering risk
analytics into the hands of a group
of different people in companies
who have previously not had
access to such information, head
of platforms and delivery, global
analytics and WRN at Willis, Nigel
Davis, told delegates on the
second day of the Insurance Tech-
nology Congress.

Social media is also enabling risk
practitioners to gain access to new
and different types of data feeds,
Davis said.

For example, by following a

hashtag such as #earthquake,
insurance practitioners can view
postings around spatial twitter
feeds from the likes of the United
States Geoglogical Society (USGS)

earthquake hazards programme.
This can help provide supple-

mentary information relating to,
and further understanding about,
the cause of such disasters,

Davis said during his keynote
speech, which focused on harness-
ing emerging technologies.

“Technology is becoming a
critical commodity for the insur-
ance sector,” he said. “It is improv-
ing the way we understand and
use data.”

“There is an interesting pattern
emerging in our organisation
[referring to Willis]. It used to be
the risk analyst was the first
respondent when a quake hap-
pened. They had the knowledge of
what happened and where it hap-
pened in the world.

“In my company it is now the
guys in group communications
that tell us when something has
happened because they are the
ones who are constantly monitor-
ing social media,” he continued.

“They are viewing postings
about a quake a split-second after it
happens.Socialmedia isempower-
ing disparate groups of people with
the same information.”

Davis concluded by saying this
development was encouraging col-
laborate working and platforms.

Greg Dobie
Managing editor

The introduction of bite-sized pro-
grams – applications, or “apps” – on
mobile phones and iPads creates
functionality in bite-sized pieces
whichhelpsstaff thinkabout“serv-
ices and outcomes” rather than
“processes”, according to Philip
Proost, chief information officer
(CIO) at Bermuda-domiciled rein-
surer Catlin, writes Peter Birks.

Speaking on a panel at the Insur-
ance Technology Congress on the
changing role of the chief informa-
tion officer, Proost said it was
important to look at the new
mobile technology as an opportu-
nity rather than a threat.

“For the first time people feel
confident about technology, com-
ing to us with a clear picture of
what they want”, Proost said, not
saying in the past finding out pre-
ciselywhatemployeeswantedITto
do for them had been one of the
major challenges.

Mark Chapman, group CIO, said
apps were “a fantastic change
opportunity”. He noted “it is the
staffwhoinnovate,andyouneedto

give them a chance to innovate.
“If they bring a device or a pro-

gram to work they like, and you say
‘no’, then you are dampening that
innovation. This gives you instant
payback because people say to you
‘why can’t I do this’?”

John Bland, commercial sector
sales director at SCC, who was mod-
erating the panel, asked about
security. Phil Hill, CIO at BMS
Group, said several things went
wrong with IOS6 on the Apple
because people upgraded without
consulting the IT department,
resulting in several applications
not working.

He said the first thing the depart-
ment would do if a machine was
completely non-functional would
be to get people to agree to reinitial-
ising the machine.

Proost noted “whatever security
we have in place, we still have to
enable people to do their jobs”.

Ed Slade, chief information
officer at broker Tysers, said: “in a
way we are lucky we work in an
industry that manages risk”.

Socialmediais
enablingrisk

practitionerstogain
accesstonew typesof
data, NigelDavissaid

Touch-table technology usage will
only increase if market partici-
pants provide feedback to suggest
makes transacting business easier,
delegates at Insurance Technology
Congress (ITC) 2012 were told,
writes Greg Dobie.

IBM’s master innovator for
emerging technologies, James
Luke, told delegates at ITC Lon-
don’s insurance sector is now at a
critical stage in its life and history
with it being “ripe for innovation”
such as the widespread introduc-
tion of touch table technology.

This allows underwriter and
broker to review a single digital
version of policy documentation,
which it has been predicted could
produce significant time and paper
savings, as well as an improved
audit trail, Luke said during his
keynote presentation.

The capabilities of the touch
tables were first unveiled to a
number of stakeholders during a
technology showcase organised
by Lloyd’s in July and has since
been showcased by a number of

carriers, most recently by Catlin.
But for touch tables to become a
permanent feature in the Lloyd’s
market after the trial period ends,
brokers and underwriters will
need to provide feedback to show it
had made transacting business
easier and better. “I don’t think
Lloyd’s can impose it,” he added.

“This market has moved from
quill to pen, from typewriter to
PC and we are now looking at mov-
ing it on to the next step,” he contin-
ued. “Instead of relying on paper
documents underwriters and
brokers will be working on elec-
tronic documents.

“Instead of annotations being
written onto documents, taken
away, written back into the policy
and then brought back to the
underwriter, we could be editing
collaboratively with two or more
individuals standing around the
table annotating these documents.

”Instead of actually having to re-
present the documents for signing
it can be done once, there and then,
therefore saving time and making
the whole process more efficient.”

Luke said the use of touch tech-
nology eliminated the need to
rekey data back in the office.

“The whole process is under-
stood end-to-end, so we have this
collaborative process where we
have contract certainty all the way
through,” he said.

Touch-table technology
wasshowcasedbyLloyd’s
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State-sponsored
cyber attacks pose
insurer quandary

T he increasing incidence
ofsuspectedstate-backed
cyber attacks on private
businesses and infra-

structure is proving a quandary for
the insurance sector for whom the
risk is generally excluded under
war and terrorism exclusions.

However, delegates at this
week’s Insurance Technology
Congress heard in specific circum-
stances underwriters would be
willing to consider offering
cyber cover encompassing state-
backed attacks.

Michael Shen, senior under-
writer at Liberty International
Underwriters, said the insurance
sector had a responsibility to
respond on behalf of clients that
were finding themselves victims of
state-backed cyber espionage and
wanted cover, including utility
companies, think tanks, govern-
ment infrastructure, lawyers or
consulting firms that specifically
want this cover.

He told ITC delegates: “We prob-
ably would be able to offer cover

for a state-sponsored attack where
war has not been declared. In our
conversations with our reinsurers
that’s about as far as we’d be able to
go. As far as offering blanket cover-
age, we’re not at that stage yet.

But it remains a murky issue as
JLT Specialty’s Simon Milner
acknowledged: “The market has
not spent enough time on cyber-
terrorism liability. But in the
event you have a massive data
breach, how easy would it be to
identify that it was actually perpe-

tratedbyaterrorist?Notthateasy.”
And CNA Europe’s underwriting

director for technology and cyber
risks concurred, pointing to the
notorious Stuxnet virus – widely
believed to have been created by
the US or Israeli governments to
target Iran’s nuclear programme.

“If the exclusion picks up on that
what does it do if a gang of crimi-
nals pick up on Stuxnet, take it
apart and put it back together in a
format they want to use it? Is it still
a state-sponsored tool? It falls fur-

Cyber-products
attracting fresh
premium to
Londonmarket

Cyber-liability products are
attracting fresh premium to the
London insurance market, dele-
gates at this week’s Insurance
Technology Congress were told.,
writes Richard Banks.

Simon Milner, a partner in the
financial risks division of JLT
Specialty, revealedanalysisofbuy-
ers showing four in 10 new risks
that came to his firm were first-
time buyers. Liberty International
Underwriters’ senior underwriter
Michael Shen echoed the view, not-
ing 70% of buyers of cyber cover

Emerging risks and newmarkets threaten
traditional insurance regions
Emerging risks with little loss his-
tory or market knowledge and the
growing threat posed by new mar-
kets continue to dog the traditional
insurance regions of the world,
writes Christopher Munro.

And London’s insurance market
is just one facing a period of consid-
erable change with the future land-
scape as risky as ever for under
writers trying to get to grips with a
whole host of challenges.

Of immediateconcernwillbethe
implementation of regulatory
oversight, James Wrynn, a partner
at Goldberg Segalla, told delegates
at the Insurance Technology Con-
gress 2012. “Regulation has been a
revolutionary process that evolves

over time. In normal times, it is
slow and gradual. However, in
times of crisis it can be very quick
and the changes very significant.
The challenge is to get it right.

“Any change must be evolution-
ary, not revolutionary.”

Another threat facing insurers is
emerging risks.

“Not only are [these new risks]
complex, but in some cases, we are
goingfrominsuringtangibleriskto
intangible risk. We are going from
risk where there was loss history
and credible data to risk where
there is not that data that gives us
the comfort level we are used to in
pricing it going forward and decid-
ing to commit capital to it.”

And Wrynn, who is also the
former New York State super-
intendent of insurance, high-
lighted cyber-security as just one
business line underwriters need to
pay close attention to.

Another major threat is posed by
the non-traditional risk-carrying
markets, for example the capital
markets. With returns in some of
the more traditional asset classes
failing to meet expectations, inves-
tors are looking at alternatives and
the risk-carrying sector is one
attracting attention.

One area that could draw inter-
est is a newly re-launched New
York Insurance Exchange (NYIE),
a proposal considered during

Wrynn’s tenure as New York State
superintendent of insurance.

The NYIE first opened in 1980,
but was forced to close seven years
later with eroding rates and
increasing competition from else-
where causing it to flounder.

While plans for a new NYIE plan
has since foundered as the eco-
nomic crisis diverts funds else-
where, Wrynn said such a platform
would now be viable.

The new proposal drew a lot of
industry participation and Wrynn
believes it is a good initiative.

New York is the perfect place for
it, with the technology available
todayonlyassistingthisexpansion,
he explained.

Richard Banks
Editor

Iraniantechniciansat the
Bushehrnuclearpower
plant, Iran,whichwashit
by theStuxnetvirus

AP Photo/IIPA,Ebrahim Norouzi

“We are attracting new
premiums to the
market. We are not
recycling old premium
and taking it from each
other as much as other
more established
markets are”

Michael Shen
Liberty International
Underwriters

from his firm were either first-time
buyers or buying a new layer.

“We are attracting new premi-
ums to the market. We are not recy-
cling old premium and taking it
from each other as much as other
more established markets are,”
he said.

ther into coverage implications,”
he told ITC delegates.

Meanwhile,LocktonCompanies’
Emily Freeman emphasised the
importance of considering the
motives of cyber attacks.

She explained: “It’s very impor-
tant given we are in the age of hack-
tivism and you can be a target of
that. It’s not just about traditional
activity of malicious damage.
These attacks are directed at data
networks and it’s important that
that motive should be covered.”

“We are going from risk
where there was loss
history and credible
data to risk where there
is not that data that
gives us the comfort
level we are used to in
pricing it going forward
and deciding to commit
capital to it”

James Wrynn
Goldberg Segalla 
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Vendors must communicate value of
products to binder market, ITC told
London market technology ven-
dors need to work harder at
explaining how their products can
add value to the binder market,
panellists said at the Insurance
Technology Congress (ITC), writes
Greg Dobie.

To date, many vendors have not
always been successful in fully
communicating the benefits of
their offerings to operational peo-
ple in the marketplace, Miller
Insurance’s head of business unit
operations – programmes and
facilities, Julian Sawyer, said dur-
ing an ITC session on binding
authority business, hosted by
Lloyd’s programme manager,
Adam Stafford.

“There are some impressive
pieces of technology out there and
maybe part of the problem is it is
not as easy as it should be for the
operationalpeople incompanies to
persuade the board to go out and
make that investment,” Sawyer
said in response to a question
posed by Stafford about what else
vendors need to do in order to
develop the market further.

“Vendors need to help opera-
tional people to make it an easier
sell,” he said.

Vendors also need to look at how
they can help practitioners to use
their products to not just stream-
line processing but to also navigate
the challenges posed by the
increasing demands of the
enhanced regulatory environ-
ment, according to Daniel Lott,
head of service contracts and bind-
ers at broker Integro.

“The other driver of change
apart from our clients is regulatory
forces,” he told delegates.

Meanwhile, Brit Global spe-
cialty operations director,
Monique Alder, said there was an
increasing need for off-the-shelf
integration enabling “the ability
to take a product and plug it into
wherever you are”.

“There are a lot of managing
agents with lots of different sys-
tems and it would be great if we
could plug those in. It is a lovely
ideal to have end-to end processing
but there are a lot of different
steps,” she concluded.

David A Smith @DavidSmithGFF
#itc2012Bullsharks,elephants,kangaroosand
stingrays...Alltopicalinthecontextofdata
standardsandAcordmessaging–RobertKelly

Gregory Maciag @ACORDceo
#itc2012 We will never eliminate legacy. With standards
we can evolve platforms that include old and new. There
will always be both.

SagicoratLLOYDS
Just going through @insurance_day’s coverage from the
Insurance Technology Congress 2012 great videos such
as bit.ly/TuXikH #itc2012

MelanieFranklin@MavenMelanie
#ITC2012 quick survey at coffee: changing
role of the CIO useful panel discussion –
never mind an annual plan, we plan every
three months

James Maudslay @jmaudslay
Big data panel done. No controversial
questions but enthusiasm from Willis to use it.
Security issues can be conquered. #ITC2012

Phil Hill @philahill
#itc2012 apart from the big three, who has the wealth of
data sufficient to provide the insight? Could Lloyd’s
provide this – or anybody else?

David A Smith @DavidSmithGFF
#itc2012 Steve Betts Insurance Technology Congress.
We are information-rich and insight-poor.

Sean James Cameron @Seanjcameron
For once, having your head in the cloud is a good move
#itc2012

Ed Slade @EdSlade
3.30 pm and the first mention of STP. Is it no
longer a trendy term ?

Agencyport @Agencyport
“2011, we didn’t just have cats, we had kittens!”
John Muir speaking @ #ITC2012

StephenNetherway@SJNetherway_CMS
Fascinating content coming out of the #ITC2012 event –
insurance industry discussing how to get the most out
of #bigdata

Nav Phokela @asianwolf
ProjectDarwinmakesthesameunderlyingmistakeof
puttingallof itseggsinoneSMEfortech.Couldendwith
Darwin=nochange#ITC2012

Phil Hill @philahill
Someone actually telling us what Darwin
actually is. Wow! Still a bit vague and clichéd,
lots of buzz phrases, but still progress

StephenAnderson@sdanderson55
#ITC2012:JustlearntDarwinisadullandworthy but
importantprojecttoreplaceLIDS,POSH&CLASS.Lovely.

Acord @Acord_Standards
What’s more important to you, big data or quality
data? #ITC2012

Tweets of the day

INSURANCETECHNOLOGYCONGRESS2012

In legacy systems,
data is king

A major factor taken into
consideration when
two insurance compa-
nies merge or when one

takes over another is the amount of
data that would need to be con-
verted from one company’s system
to that of the other, a panel at the
Insurance Technology Congress
heard yesterday.

Speaking at a panel discussion
on “Working with legacy systems”,
LanceGrant, seniorvice-president,
operations and IT, at Ace European
Group, said: “When it comes to car-
riers, you have a decision to take,
and if you have a bottomless pit,
you move everything across. In
reality, that doesn’t happen. You
have to draw a line. The system you
use will usually be the one where
the most data resides.”

Mark Kinsella, head of IT at RFIB,
said one definition of “legacy” was

“there is no such thing as a legacy
system, only legacy data”. He noted
when he used to work for reinsur-
ance broker Benfield – a company
that grew from small beginnings to
a considerable size before being
bought by Aon – the rule was sim-
ple. “I don’t care what your system
is, but you are going onto ours”.
This, said Kinsella, had the merit of
meaning there was only ever one
system being integrated at a time.

The panel as a whole, which also
includedBenSpencer,globalheadof
IT at Beazley and was moderated by
Justin Emrich, chief information
officer at Atrium Underwriters, pre-

ferred to treat the word “legacy” as
“core”,ratherthansystemsinurgent
need of replacement. That removed
some of the negative connotations.
All three panel members were gen-
erally in favour of incremental
improvements around the core
base,ratherthantearingeverything
downandstartingfromscratch.

Grant said: “Where we have gone
wrong in the past is that we’ve tried
togoformassivechangeratherthan
incremental change. We start
dreaming of a huge shift and then,
whenwelookat it, itbecomesincon-
ceivable. Legacy systems are a fact,
andwehavetoworkwiththem”.

Peter Birks
IIN 24 editor

“There are some
impressive pieces of
technology out there
and maybe part of the
problem is it is not as
easy as it should be for
the operational people
in companies to
persuade the board
to go out and make
that investment”

Julian Sawyer
Miller Insurance

“When it comes to carriers, you
have a decision to take, and if
you have a bottomless pit, you
move everything across. In

reality, that doesn’t happen. 
You have to draw a line. The

system you use will usually be
the one where the most

data resides” 

Lance Grant
Ace European Group
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WORLD LOSS INTELLIGENCE/LIABILITY & SETTLEMENTS

IN TOMORROW’S WORLD LOSS INTELLIGENCE:
LIVES & LIVELIHOODS

Workers’ compensation: Arrest in California for alleged fraud

CALIFORNIA: Gerard Padilla, 45, an employee of the
Los Angeles County Office of Education has been
arrested and charged with five felony counts of work-
ers’ compensation insurance fraud, the state insurance
department has reported.

He was booked at the Los Angeles County Sheriff
Department’s Lancaster Station with bail set at $120,000,
the insurance regulator said.

The arrest follows a claim by Padilla for an injured
back,which was investigated by the California Depart-
ment of Insurance. It concluded he was not injured at
work and in addition, Padilla did not offer any proof of
injury unrelated to work.

US asbestos: Utica cedes liabilities to National Indemnity

US: The Utica Mutual unit of New York-based Utica National Insurance Group has reached an agreement to cede
the bulk of its existing and future asbestos-related liabilities to Berkshire Hathaway’s National Indemnity re-
insurance subsidiary.

The pact, the size of which was not disclosed, took effect Septem-
ber 28. Utica National chairman and chief executive, Douglas
Robinson, said the group entered into the deal because its
asbestos and environmental (A&E) liabilities had hurt its
financial performance over the 2006 to 2010 period, when
A&E losses were the third-highest in the industry as meas-
ured by their impact on the combined ratio.

“Ceding these legacy asbestos exposures gives us more
control over our own destiny, restores a measure of predict-
ability to our results and greatly mitigates the uncertainty
that these claims and their development present to our com-
pany”, Robinson said.

Financial crisis: Reserve levels could decline
significantly, warnsMarsh

US:BrokerMarshhassentawarningtothedirectors’andofficers’ (D&O)market
about potential losses arising from the financial crisis of 2008 and beyond.

In its latest Risk Management Global Insurance Index, Marsh said as the full
extent of D&O-related losses from the stress years of 2008 to 2011 becomes
clearer, reserve levels could decline significantly, which would exert an
upward pressure on rates on US D&O pricing, “as insurers realise losses have
remained elevated following the credit crisis and that current business is not
generating adequate returns to replenish these losses”.

Marsh said financial institutions in all
major European countries typically saw
increases in liability insurance rates in
Q3, with insurers tightening terms and
conditions. The amount of liability cover
available fell in France, while in Ger-
many “insurers became more selective
about the risks they would write”, said
Marsh. In China, D&O rates typically fell
up to 5% on renewal, attributed in part to
the fall in enthusiasm amongst Chinese
companies for US listings. D&O rates
were still on the up in the US, with
increased legal fees pushing up costs.

$120,000
Bail that has been set for
Gerard Padilla, charged
with five counts of
workers’ compensation
insurance fraud

Asbestos:Uticahas
agreedtocedethe
bulkof its A&E
liabilities to
National Indemnity

“[There will be an
upward pressure on
rates on US D&O pricing]
as insurers realise losses
have remained elevated
following the credit
crisis and that current
business is not
generating adequate
returns to replenish
these losses”

Marsh
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WORLD LOSS INTELLIGENCE/LIABILITY & SETTLEMENTS

IN TOMORROW’S WORLD LOSS INTELLIGENCE:
LIVES & LIVELIHOODS

High court ruling: Insurers express disappointment on car repair decision

UK: European insurer Allianz and France-based insurance group Covéa have both expressed their disappoint-
ment at a High Court ruling that backed UK-based RSA Insurance’s line on car repair arrangements.

ThemainlandEuropeancompanieshadclaimedtherulingwouldleadtoincreasesincostsforcustomers.Alli-
anz and Provident (the latter now rebranded as Covéa after a merger with MMA) had appealed an earlier court
judgement. Covéa insurance claims director in the UK, Adrian Furness, said there was “a real risk a number of
parties will look to adopt similar programmes in order to protect themselves ... This cannot be a sustainable out-
come and will inevitably lead to inflation in single repair claim costs”.

Allianz said “if this judgment stands, insurers tempted to seek recovery based on diminution of value, rather
than the traditional repair cost, will have to produce evidence other than a repair invoice”. That, Allianz said,
would result in “challenge, dispute, additional cost and delayed recovery”. The insurer noted it had 21 days to

appealtherulinganditwas“actively
reviewing that option”.

UKnon-life run-off liabilities fall to £25.7bn

UK:TheUKnon-liferun-offmarkethascomparatively littleexposuretothecontinuingcrisisaffect-
ing some members of the eurozone, KPMG concluded following its latest run-off survey, which
estimated total market liabilities of £25.7bn ($41.1bn) at the end of 2011.

This compared with £27.1bn of liabilities at the end of 2010.
The total level of capital tied-up in solvent UK non-life companies in run-off has remained

steady at close to £3.9bn.
Non-liferun-offliabilitiesmakeup13%ofthetotalinsuranceliabilitiesintheUK;KPMGsaid.
Merger and acquisition (M&A) activity in the run-off sector in 2011 was broadly in line with

previous years; however, 2012 has seen an upturn in M&A activity, the survey found.

Heath and safety: Standards enforcement undermined by cost cutting

SCOTLAND: The effective enforcement of environmental and workplace health standards in Scotland is being undermined by cost-cut-
ting measures packaged as recession-busting cost-benefit calculations, a new independent report has concluded.

The report, “Regulating Scotland,” produced by Stirling University, analysed environmental and workplace health and safety enforce-
ment trends, and warned ideology rather than evidence is behind cuts in enforcement agencies and a dramatic decrease in official inspec-
tions and enforcement.

The report warned Scotland has work fatality and sickness rates higher than the UK overall and needs an effective regulatory regime to
reduce this toll. However, just 1% of the 2,500 fatal and major injuries in the country each year result in Health and Safety Executive (HSE)
prosecutions, the report said. It said inspections by both HSE and its environmental counterpart, the Scottish Environment Protection
Agency (SEPA), have “plummeted as funding and staffing cuts at the cash strapped agencies bite.”

The report said SEPA has no top-tier official with human health specifically listed as a function in their publicly available organisational
structure, and the HSE has just only one part-time medic to cover Scotland’s 2.5 million workers.

Co-authorProfessorRoryO’Neillsaid:“Thereisanunquestionableeconomicaswellasahealthcaseforretainingandimprovingregula-
tions and their enforcement. We challenge the view regulation inhibits job creation, innovation and economic growth – the evidence, if
anything, suggests the opposite to be true. Only dirty and dangerous businesses have anything to fear from the enforcement of protective
safety and environmental regulation. Business, workers, communities and the public purse can all garner substantial benefits from laws
that protect the responsible from the rogues”.

The report calls for Scotland to reinstate resources for official health and safety and environmental enforcement activities, and to aban-
donderegulation. It suggests theScottishGovernmentshouldalsoconsidercreating itsownworkplacesafetyregulator, theScottishOccu-
pational Health and Safety Agency.

2,500
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injuries in Scotland
each year, of
which just...

1%
Result in HSE
prosecutions

... expressed
disappointment
at High Court
ruling that
backed car
repair cover
offered by ...
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Sector stocks gain
despite Spanish
uncertainty

T he majority of the insur-
ance and reinsurance
stocks tracked by Insur-
ance Day rallied strongly

during the week ending October 4.
US and Bermudian sector stocks
gained notably amid news the US
property/casualty sector had more
than tripled its earnings in the first
six months of this year compared
with the same period last year.

Also on the positive side for the
sector, there was a report from bro-
ker Marsh that noted rates contin-
ued to rise during the three months
to September.

However, Marsh noted the trend
is likely to flatten out over the rest
of the year. AIG, in the wake of its

Rasaad Jamie
Global markets editor

Table: Share prices as at close October 4, 2012

Company/group Currency Dec 31,2011 Sep 27, 2012 Oct 4, 2012 Change from Sep 27 (%) Capitalisation ($ m)

Ace US dollar 70.12 75.53 77.86 3.1 26,402

AIG US dollar 23.20 33.20 34.95 5.3 60,410

Alleghany Corporation US dollar 285.29 347.20 349.83 0.8 5,923

Allianz Euro 73.43 93.58 92.88 (0.7) 55,057

Allstate US dollar 27.41 39.77 40.82 2.6 19,795

Alterra US dollar 23.63 24.37 23.90 (1.9) 2,402

Amlin Pence 313.90 396.90 405.00 2.0 3,258

Arch Capital US dollar 37.23 41.290 42.40 2.7 5,743

Aspen US dollar 26.50 30.57 30.85 0.9 2,201

Aviva Pence 300.80 320.90 328.29 2.3 15,508

Axa Euro 10.05 12.01 11.68 (2.7) 35,848

Axis Capital US dollar 31.96 34.92 35.53 1.7 4,526

Berkshire Hathaway (A) US dollar 114,755.00 132,408.22 135,281.00 2.2 125,541

Catlin Pence 398.70 471.00 485.70 3.1 2,842

Chubb US dollar 69.22 76.15 77.84 2.2 20,694

CNA Financial US dollar 26.75 26.75 28.15 5.2 7,584

Endurance Specialty US dollar 38.25 38.48 40.38 4.9 1,748

Everest Re US dollar 84.09 107.13 109.07 1.8 5,652

Generali Euro 11.63 11.49 11.60 1.0 23,513

Hannover Re Euro 38.30 49.82 52.55 5.5 8,251

Hiscox Pence 373.50 482.20 482.00 0.0 3,064

Insurance Australia Group Australian dollar 2.98 4.38 4.51 3.0 9,794

Korean Re South Korean won 15,000.00 11,500.00 11,550.00 0.4 1,183

Montpelier Re US dollar 17.75 22.44 23.02 2.6 1,287

MS&AD Insurance Group Yen 1,426.00 1,371.00 1,374.00 0.2 11,087

Munich Re Euro 94.59 123.01 124.00 0.8 29,231

NKSJ Holdings Yen 1,510.00 1,573.00 1,562.00 (0.7) 23,883

PartnerRe US dollar 64.21 74.23 76.36 2.9 4,749

Platinum US dollar 34.11 41.20 42.12 2.2 1,399

QBE Insurance Group Australian dollar 12.95 13.00 13.49 3.8 16,650

RenaissanceRe US dollar 74.37 76.92 77.51 0.8 3,917

RSA Pence 105.20 112.00 113.00 0.9 6,496

Scor Paris Euro 18.06 20.16 20.39 1.1 5,096

Scor Zurich Swiss franc 21.50 24.45 24.40 (0.2) 5,034

Swiss Re Swiss franc 47.87 61.00 65.40 7.2 26,052

Travelers Companies US dollar 59.17 68.41 69.28 1.3 26,698

Tokio Marine Holdings Yen 1,705.00 2,018.00 2,005.00 (0.6) 19,659

XL Group US dollar 19.77 24.07 24.71 2.7 7,554

Zurich Insurance Group Swiss franc 212.50 235.30 238.80 1.5 37,820

Source: Insurance Day

ment, determined to retain a sem-
blance of fiscal autonomy as the
financial pressure on the country
increases daily, announced a pro-
gramme of economic reforms and
a series of spending cuts to be
implemented in 2013.

The planned cuts were so severe,
they even elicited the public
approval of the tough-minded EU
Economic and Monetary Affairs
Commissioner, Olli Rehn.

No request
But by the time of the period under
review, there was still no request
for a bail-out and, unusually, no
rating notice (which was due at
the beginning of the week) from
Moody’s. Market rumours suggest
the Spanish delay in requesting a
bail-out from the ECB is supported
by the German government, which
has no appetite for explaining to
theGermanpublicwhyyetanother

bankrupt Southern European
country has to be bailed out.

Only a few weeks earlier, the
German government had to trade
significant domestic political cur-
rency to muster support in parlia-
ment prior to a successful, but hard
fought, defence of the legality of its
participation in the European bail-
out programme in the German
Supreme Court. This sense of stale-
mate, however, did not prevent
Spain from successfully issuing

bonds on the debt market at
reduced interest rates to those
which the country was subjected to
only a month or so earlier.

US employment data
But the attention of the markets
had moved on to the US, in the
absence of economic data from
China (the country was on an eight-
day holiday that seamlessly com-
bined the long weekend commu-
nist-era National Day celebrations

ProtestersagainstSpain's
government at theLondon
SchoolofEconomics

AP Photo/Lefteris Pitarakis

Furtherboost forAIGinwakeofrecord
shareoffering

hugely successful share offering
only a week or so earlier, gained
5.3%. The extent of the group’s
rehabilitation is evident in the
recent decision by the US Federal
Oversight Council to consider
whether or not to once more label
AIG as a non-bank financial institu-
tion that is “too big to fail” and
therefore subject to more stringent
regulatory oversight and capital
standards than its peers.

This presented a notable con-
trast with the previous week when
sector stocks fell, succumbing to
the pressures of the broader finan-
cial markets mainly as a result of
the uncertainty around whether or
not the Spanish government would
formally request a bail-out from
the EU and, if not, whether Moody’s
imminent review of the country’s
credit status would reduce Spain’s
sovereign rating to junk status.

Instead, the Spanish govern-

Graph: This week’s winners...

C
h

an
g

e
(%

)

10

8

6

4

2

0

A
xa

A
lt

er
ra

N
K

S
J

A
ll

ia
n

z

X
L

...and losers

C
h

an
g

e
(%

)

0

-2

-4

-6

-8

-10

S
w

is
s

R
e

H
an

n
o

v
er

R
e

E
n

d
u

ra
n

ce

A
IG

C
N

A

with the four-day traditional Chi-
nese mid-autumn festival) during
the week under review, the
US became a key focus for the
nervous investment community,
given the sense of suspension sur-
rounding the fate of Spain and the
rest of the eurozone. And the US
economic data did not disappoint
the markets. According to the
Institute of Supply Management
(ISM), in September the US manu-
facturing sector expanded for the

first time in five months. This com-
pared with eurozone and Asian
data that showed manufacturing
activity in these regions having
notably reduced in the three
months to September.

But it was the upward trend in
the recent US employment data,
that really did for the financial
markets during the week under
review. Even though the Labor
Department only released its
monthly non-farm employment

report on the Friday, a day too late
for our table, signs of the improve-
ment in the US labour market were
already evident in a number of
private sector and other surveys
(such as that issued by payroll
processor ADP and by the ISM)
earlier in the week.

According to Labor Department
data, the unemployment rate
dropped from 8.1% to 7.8%, with
the latter figure also including revi-
sions to previous months’ data.n
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T he majority of the insur-
ance and reinsurance
stocks tracked by Insur-
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property/casualty sector had more
than tripled its earnings in the first
six months of this year compared
with the same period last year.

Also on the positive side for the
sector, there was a report from bro-
ker Marsh that noted rates contin-
ued to rise during the three months
to September.

However, Marsh noted the trend
is likely to flatten out over the rest
of the year. AIG, in the wake of its

Rasaad Jamie
Global markets editor

Table: Share prices as at close October 4, 2012

Company/group Currency Dec 31,2011 Sep 27, 2012 Oct 4, 2012 Change from Sep 27 (%) Capitalisation ($ m)

Ace US dollar 70.12 75.53 77.86 3.1 26,402

AIG US dollar 23.20 33.20 34.95 5.3 60,410

Alleghany Corporation US dollar 285.29 347.20 349.83 0.8 5,923

Allianz Euro 73.43 93.58 92.88 (0.7) 55,057

Allstate US dollar 27.41 39.77 40.82 2.6 19,795

Alterra US dollar 23.63 24.37 23.90 (1.9) 2,402
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Catlin Pence 398.70 471.00 485.70 3.1 2,842
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CNA Financial US dollar 26.75 26.75 28.15 5.2 7,584

Endurance Specialty US dollar 38.25 38.48 40.38 4.9 1,748

Everest Re US dollar 84.09 107.13 109.07 1.8 5,652

Generali Euro 11.63 11.49 11.60 1.0 23,513

Hannover Re Euro 38.30 49.82 52.55 5.5 8,251

Hiscox Pence 373.50 482.20 482.00 0.0 3,064

Insurance Australia Group Australian dollar 2.98 4.38 4.51 3.0 9,794

Korean Re South Korean won 15,000.00 11,500.00 11,550.00 0.4 1,183

Montpelier Re US dollar 17.75 22.44 23.02 2.6 1,287

MS&AD Insurance Group Yen 1,426.00 1,371.00 1,374.00 0.2 11,087

Munich Re Euro 94.59 123.01 124.00 0.8 29,231

NKSJ Holdings Yen 1,510.00 1,573.00 1,562.00 (0.7) 23,883

PartnerRe US dollar 64.21 74.23 76.36 2.9 4,749

Platinum US dollar 34.11 41.20 42.12 2.2 1,399

QBE Insurance Group Australian dollar 12.95 13.00 13.49 3.8 16,650

RenaissanceRe US dollar 74.37 76.92 77.51 0.8 3,917

RSA Pence 105.20 112.00 113.00 0.9 6,496

Scor Paris Euro 18.06 20.16 20.39 1.1 5,096

Scor Zurich Swiss franc 21.50 24.45 24.40 (0.2) 5,034

Swiss Re Swiss franc 47.87 61.00 65.40 7.2 26,052

Travelers Companies US dollar 59.17 68.41 69.28 1.3 26,698

Tokio Marine Holdings Yen 1,705.00 2,018.00 2,005.00 (0.6) 19,659

XL Group US dollar 19.77 24.07 24.71 2.7 7,554
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Source: Insurance Day

ment, determined to retain a sem-
blance of fiscal autonomy as the
financial pressure on the country
increases daily, announced a pro-
gramme of economic reforms and
a series of spending cuts to be
implemented in 2013.

The planned cuts were so severe,
they even elicited the public
approval of the tough-minded EU
Economic and Monetary Affairs
Commissioner, Olli Rehn.

No request
But by the time of the period under
review, there was still no request
for a bail-out and, unusually, no
rating notice (which was due at
the beginning of the week) from
Moody’s. Market rumours suggest
the Spanish delay in requesting a
bail-out from the ECB is supported
by the German government, which
has no appetite for explaining to
theGermanpublicwhyyetanother

bankrupt Southern European
country has to be bailed out.

Only a few weeks earlier, the
German government had to trade
significant domestic political cur-
rency to muster support in parlia-
ment prior to a successful, but hard
fought, defence of the legality of its
participation in the European bail-
out programme in the German
Supreme Court. This sense of stale-
mate, however, did not prevent
Spain from successfully issuing

bonds on the debt market at
reduced interest rates to those
which the country was subjected to
only a month or so earlier.

US employment data
But the attention of the markets
had moved on to the US, in the
absence of economic data from
China (the country was on an eight-
day holiday that seamlessly com-
bined the long weekend commu-
nist-era National Day celebrations

ProtestersagainstSpain's
government at theLondon
SchoolofEconomics

AP Photo/Lefteris Pitarakis
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hugely successful share offering
only a week or so earlier, gained
5.3%. The extent of the group’s
rehabilitation is evident in the
recent decision by the US Federal
Oversight Council to consider
whether or not to once more label
AIG as a non-bank financial institu-
tion that is “too big to fail” and
therefore subject to more stringent
regulatory oversight and capital
standards than its peers.

This presented a notable con-
trast with the previous week when
sector stocks fell, succumbing to
the pressures of the broader finan-
cial markets mainly as a result of
the uncertainty around whether or
not the Spanish government would
formally request a bail-out from
the EU and, if not, whether Moody’s
imminent review of the country’s
credit status would reduce Spain’s
sovereign rating to junk status.

Instead, the Spanish govern-
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with the four-day traditional Chi-
nese mid-autumn festival) during
the week under review, the
US became a key focus for the
nervous investment community,
given the sense of suspension sur-
rounding the fate of Spain and the
rest of the eurozone. And the US
economic data did not disappoint
the markets. According to the
Institute of Supply Management
(ISM), in September the US manu-
facturing sector expanded for the

first time in five months. This com-
pared with eurozone and Asian
data that showed manufacturing
activity in these regions having
notably reduced in the three
months to September.

But it was the upward trend in
the recent US employment data,
that really did for the financial
markets during the week under
review. Even though the Labor
Department only released its
monthly non-farm employment

report on the Friday, a day too late
for our table, signs of the improve-
ment in the US labour market were
already evident in a number of
private sector and other surveys
(such as that issued by payroll
processor ADP and by the ISM)
earlier in the week.

According to Labor Department
data, the unemployment rate
dropped from 8.1% to 7.8%, with
the latter figure also including revi-
sions to previous months’ data.n
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Norwegian InsurancePlanvieswith
InstituteClauses forbuilders’ risks...

E nsuring adequate insur-
ance is in place is essen-
tial for a vessel under
construction as the losses

can be substantial if a peril strikes.
Builders’ risks insurance is tailor-
made to meet the needs of the par-
tieswhohaveaninterest inthecon-
tract to construct a ship, typically
by providing hull insurance cover
for the vessel, coupled with partial
third-party liability cover.

Shipbuilding contracts will
invariably address which of the
parties is required to take out
insurance cover, and will often
specify the standard insurance
terms to be used. In the Norwegian
market, particularly in cases
where the shipyard is Norwegian,
or in cases where the parties use
the Standard Form Norwegian
Shipbuilding Contract (SHIP 2000),
builders’ risks insurance will be
based on the Norwegian Marine
Insurance Plan. Alternatively, the
Institute Clauses Builders’ Risks
are commonly used.

Usually, the builder will own and
have title to the vessel or the
insured object under construction
and its appurtenances, and will
carry the risk of loss or damage to
the new building. The builder will
therefore normally take out build-
ers risks insurance and be named
as the assured in the policy.

But the buyer might also have an
interest which it needs to insure
and may therefore ask to be named
as co-insured under the policy, in
which case provision for this may
also be set out in the building con-
tract. The losses covered are both
for total loss of, or partial damage
to, the insured object, as well as
costs incurred through an unsuc-
cessful launch attempt and wreck
removal costs.

Both the plan and the Institute
Clauses provide standard terms for
all risks cover. But there are some
important differences in the insur-
ance provided. Under the Plan, the
buyer will automatically be co-

insured unless the insurance pol-
icy states otherwise.

The Institute Clauses, on the
other hand, do not provide for the
automatic co-insurance of the
buyer, so the buyer must seek the
specific agreement of the under-
writer to be co-assured. This may
cause difficulties if the under-
writer does not want to provide co-
assurance cover.

Place of insurance
The place of insurance is where the
insured object must be located at
the time when the peril strikes in
order for the insurer to be liable.
Usually, the place of insurance will
be the main shipbuilder’s yard,
including the geographical areas
where sea trials or delivery take
place. The Plan’s definition of the
place of insurance seems less bene-
ficial for an insured than the Insti-
tute Clauses.

The Institute Clauses generally
cover manufacturing and transit
outside the main shipbuilder’s
yard without a specific agreement
to this effect, while, under the Plan,
coverage for such additional loca-

Anexaminationoftheimportantdifferencesbetweenthe
NorwegianInsurancePlanandtheInstituteClauses

Gaute Gjelsten and Trond Eilertsen,
partners
Wikborg Rein, Oslo

…while the Plan is for Nordic countries to adopt
the NorwegianModel

TheNorwegianMarineInsurance
Plan (1996) is the dominant
form of non-mutual insurance
coverage in the Nordic marine
insurance market.

It also has a 20% share of the
international market, where it
competes chiefly with the English
Institute Hull Clauses.

There has long been a desire in
the market for a joint Nordic

marine insurance plan. In fact, the
process has already begun because
therevisionthat ledtoversion2010
of the Norwegian Marine Insur-
ance Plan saw Nordic representa-
tives take part.

One of the motives behind the
Nordic Plan is joint Nordic
conditions will strengthen the
significance of the Nordic system
internationally. Preparation for a
new marine insurance plan began
inNovember2010whentheNordic
Association of Marine Insurers
(CEFOR) and the four Nordic ship-
owners’ associations agreed to pre-
pare a new plan based on the

Norwegiantemplate. Apermanent
revision committee has since
received a mandate to prepare the
plan and revise it every third year.

Thiscommitteeconsistsofrepre-
sentatives of shipowners in the
four Nordic countries, one Norwe-
gian average adjuster and one
representative of the Nordic aver-
age adjusters.

If everything goes according to
schedule, the Nordic Plan 2013 will
enter into force on January 1, 2013.

The Nordic Plan 2013 will have
several individual features which
will characterise it from interna-
tional conditions such as the Insti-

tions must be separately agreed
with the insurer.

This is of particular importance
where hulls are built in low-cost
countries such as Romania, Poland
or Turkey before being towed to
the main shipbuilder’s yard for
completion.

The Plan covers damage caused
by faulty materials and faulty
workmanship, but it does not pro-
vide cover for the damage to the
faulty part itself.

Cover under the Institute clauses
does not distinguish between the
faulty part and other parts, e.g.
between primary and consequen-
tial losses,andhencecanbeconsid-
eredtoprovideabettersolutionfor
the assured.

But both conditions exclude
coverfortheprimarylosswhenthe
loss is caused by a design error.

The Institute Clauses exclude
cover for loss and damage related
to strikes and lockout, but such
cover may be obtained under the
Institute Strikes Clauses Builders’
Risks. The Plan provides cover for
these perils automatically.

Unlike the Institute Clauses, the
Plan does not provide cover for
damage and losses caused by fail-
ure to meet payment obligations.
Where a shipyard fails to pay its
creditors, the vessel may be com-
pulsorily sold to cover creditors’
claims. This can be a real problem
to many buyers in today’s
difficult economy. n

tute hull clauses. It will – in the
same way as the Norwegian
Marine Insurance Plan – be an
agreed document prepared by a
revision committee consisting of
participants from shipowners,
insurers and average adjusters.

The Nordic Plan will be supple-
mented by an extensive commen-
tary which will, in practice, clarify
many questions of interpretation.

It will be based on the all risks
principal, as opposed to insurance
conditions based on the named
perils principle, so it will be the
insurer who must prove the loss is
caused by an excepted peril. n

Anders Færden,
partner
Wikborg Rein
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Lloyd’s underwriters use
class action to keep
claims in federal court

Political violencemarket in spotlight

A New York federal dis-
trict court has allowed
Lloyd’s underwriters to
bring state law claims in

federal court by structuring their
case as a class action.

The ruling, in Certain Underwrit-
ersatLloyd’svIllinoisNationalInsur-
ance Co, may open the door to other
federal class actions on behalf of
Lloyd’s underwriters where state
law claims are at issue. The class
action device provides another ave-
nueforLloyd’snamestolitigatestate
claims in a federal forum, which
insurersoftenprefertostatecourt.

State law claims typically can be
assertedinfederalcourtonlyifthere
is “diversity jurisdiction,” that is, if
no plaintiff has the same state resi-

dence as any defendant and each
plaintiff has at least $75,000 in con-
troversy. These requirements often
cannot be met by individual names;
an American name may have the
same residency as a defendant and
individual names may not have
$75,000incontroversy.

That was the case in Illinois
National. When it became clear
diversity jurisdiction was lacking,
the Illinois National defendants
moved to dismiss the entire case,
including claims of London insur-
ers who were “diverse”. The
defendants argue the non-diverse
names were “indispensable par-
ties” and the case could not prop-
erly proceed without them.

The London insurers opposed the
motion and asked the court for leave
to bring a class action that would
includetheindividualnamesasclass
members. The London insurers
reliedona2005lawestablishingnew
jurisdictionrulesforclassactions.

Under the law, class action plain-
tiffs can establish diversity juris-
diction if any class member has a
different state residence from the
defendants and if the aggregated
amount in controversy is at least
$5m. The Illinois National court
found the London insurers met
these and other standards for
maintaining a class action.

The court’s ruling also suggests
in appropriate cases Lloyd’s
underwriters may be able to sue
in federal court on state law
claims even if a class action is not
available – such as where the $5m
threshold is not met.

The court rejected the notion
individual names are “indispensa-
ble” simply because they are sub-
scriberstoapolicythatis indispute.
The decision provides a basis for
London insurers in other cases to
argue they can pursue state claims
in federal court by excluding non-
diversenamesfromtheaction.n

ficulty. Finally, disputes between
PV and general insurers can be dif-
ficult practically to resolve, since
there is not usually any shared dis-
pute resolution mechanism.

Looking forward, Berry ques-
tioned if even the broader PV poli-
cies are wide enough for many
insureds with emerging market
exposure, particularly as the trig-
gers typically relate only to physi-
cal loss and damage to property.

BPL believes many clients really
need an even more comprehensive
war risks offering, providing cover-
age against almost the full range of
property-based political violence
perils from civil commotion to war,
but also extended in scope expressly
tocoverlossbyconfiscation,seizure/
captureandforcedabandonment.

Berry suggested these enhanced
wordings are a logical step in the
continuing evolution of the suc-
cessful London PV market. Natu-
rally, such broad cover should only
come at an appropriate price how-
ever, but would be a welcome addi-
tion to the market’s political risk
insurancemarketproductrange.n

The political violence (PV) market
convened in Lloyd’s Old Library
recently for the British Insurance
Law Association’s seminar: “Politi-
cal Violence Policies: do they meet
the needs of our changing world.”

Christine Williams (Kiln) chaired
talks by Charles Berry (chairman,
BPL Global) and Roderick Smith
(partner,Clyde&Co).AndrewTobin,
legal director at Clyde & Co and dep-
uty editor of the Insurance Institute
of London’s book War Risks and Ter-
rorism, reports the speakers traced
how the general insurance market
has tended to react quickly to events
by narrowing cover when faced
with new and aggregative threats,
but also how the specialist PV mar-
ket has seized the opportunities to
providebuy-backcovers.

Berry believes the momentum to
develop a specialist market for
excluded war risks began when the
London market started offering
stand-alone terrorism cover within
weeks of the 9/11 attacks. He says
losses in the Lebanon/Israel conflict
in 2006, Bangkok in 2010 and the
Arab Spring, have improved the

take-up of the broader PV wording
developedbythemarket.

Rod Smith said there may be
demand for wider PV cover and
highlighted the legal issues that
oftenarise.Determiningwhichperil
applies to dynamic situations is not
alwayseasy,aswasillustratedinthe
famouscaseofSpinney’s(1980).

The Arab Spring gives examples
of how low-level demonstrations
and riots can develop into full civil
war. Determining the applicable
peril for a particular loss involves
not only considering the manner of
loss or damage and its location, but
also its timing within the context of
the broader upheaval. The burden
of proof is often critical.

Questions can arise as to whether
or not PV policies dovetail with the
property policy. For example, prop-
erty policies often exclude losses
indirectly caused by war or terror-
ism for example, whereas the PV
policy may cover losses only proxi-
matelycausedbythesameperil.

The use of differing law and
jurisdiction provisions in the gen-
eral and PV policies can lead to dif-

Reform continues
apace in India

The Indian cabinet on October 4
approved a hike in foreign direct
investment (FDI) in the insur-
ance sector from the present 26%
to 49% and opening up of the
pensions sector (initially up to
26%) in addition to relaxations
in FDI in the retail sector
recently announced.

Though the Indian cabinet has
cleared these hikes in the insur-
ance and pensions sectors, major
obstacles remain before such
decision being implemented.

The Congress-led government
will now be required to sponsor an
amendment to the Indian Insur-
ance Act, 1938 and the Pensions
Fund Regulatory and Develop-
ment Authority (PFRDA) Bill
beforetheIndianparliament.Both
Bills will require approval of
both houses of the
Indian Parliament
before this deci-
sion can be
implemented.
Since the gov-
ernment does
not have a
majority in the
upper house it will
require the opposition’s
helptopasstheBills.

To put this in context, when the
BJP (at present, the largest opposi-
tion party) was in power it stated
its intention to raise FDI in the
insurance sector to 49%. How-
ever, no bill was presented at the
time when the BJP-led govern-
ment was in power.

On the Congress-led United Pro-
gressive Alliance (UPA) govern-
ment coming to power, the
Amendment Act was presented in
the upper house of parliament in
2008, which was subsequently
referred to the standing commit-
tee of parliament on finance in
2009 to generate broad consensus
amongst various parties.

Senior leadersof theBJP, includ-
ingMMJoshiandYashwantSinha,
have been appointed to lead the
standing committee, which in our
view was the UPA government’s
attempt to get the BJP’s backing for
the Amendment Act.

In 2011, under the leadership of

Sinha, the standing committee
surprisingly concluded the hike to
49% was unnecessary – contrary
to the general soundings coming
from the BJP and its stand when it
was in power. On receipt of such
report, the UPA government (read
the Congress party) deferred the
Amendment Act.

In relation to pensions, the
BJP-led government, through an
executive order issued in August
2003, established the PFRDA.
The Pensions Bill now seeks to
give statutory status to the
PFRDA and open the sector to
private investment.

The questions that need to be
addressed before the Bill being
passed are the impact of the open-
ing up of the sector on the govern-

ment-sponsored scheme, ie,
the Provident Fund

Scheme and who
will back stop the

private players
if something
goes wrong.

As men-
tioned above,

the UPA govern-
ment will now need

to sponsor and present
the Bills in parliament to imple-
ment the decision. Such Bills will
need to be approved by both
houses of parliament.

Given the political situation at
present and upcoming elections
in 2014, it is unlikely the BJP and
other opposition parties will sup-
port such a bill. Some of the oppo-
sition parties of already stated
their opposition to the Bills. The
BJP appears to be adopting a wait
and see position at present.

Therefore, while we and the
Indian stock markets may cele-
brate the present Indian govern-
ment has finally woken up from
its slumber, the reforms in the
insurance and pensions sector
still remain a distant dream.
Accordingly, watch this space –
any celebration at this stage is
highly premature.n

Sakate Khaitan is a partner at
Clasis Law, which is an associated
law firm of Clyde & Co

Mark Leimkuhler and Jack
Gordon, partners
Lewis Baach PLLC, Washington

49%
Foreign direct
investment hike
approved by the
Indian cabinet
this month
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