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We are delighted to announce that, as part of the Chartered Body Alliance,
we have launched our new Certificate in Climate Risk, which is now open
for enrolments.
Managing climate-related risks and supporting the transition to a low-carbon world are amongst our
most significant global challenges. Central banks, financial regulators, financial institutions and many
finance professionals consider the identification, measurement and disclosure of these to be
strategic priorities.
This global, benchmark qualification aims to develop learners’ professional knowledge, understanding
and skills relating to Climate Risk. The Certificate will cover broader environmental and sustainability/
ESG risks, and will allow learners to successfully apply these within the context of their role and
organisation, to support a culture of effective climate risk management.
The Certificate is aimed at all financial services risk professionals, globally, who wish to develop and
demonstrate their knowledge and expertise in this area.
Enrol now at: www.cii.co.uk/learning/certificate-in-climate-risk/
Or contact our Customer Service Team via: climaterisk@cii.co.uk

INTRODUCTION

I

am pleased to have this opportunity to welcome
members to the latest edition of the Society of
Insurance Broking (SIB) ezine.
The events of recent times have created a great
opportunity for insurance brokers to evidence
themselves as key professional advisers both to
those purchasing personal insurances and business
insurances. The hardening market, increasing premiums and
insurers withdrawing from specific risk areas; the fall-out from
“the” business interruption court case; and businesses who
have needed to rapidly change in response to the pandemic,
are just some examples of the opportunity for brokers to play an
important advisory role while individuals and businesses adjust
in the wake of the pandemic and also consider the prospect that
other catastrophic events may strike.
The CII – and for brokers the SIB – could not be more relevant
at this time. Through increased knowledge and personal skills,
brokers are building in confidence, enabling them to be the
professional insurance adviser of choice.

ONGOING SUPPORT
So, how has the SIB been supporting its members and what
of the coming months?
Through webinars, thousands of members have increased
their knowledge and skills, particularly ‘soft’ skills,
communication best practice, problem-solving, leadership and
other non-technical skills. This provision of knowledge will
continue, allowing members to mitigate risks and maximise
opportunities. In addition, technical training in areas such as
data, cyber, emerging technologies, construction and small and
medium sized business broking will continue, along with an
increased focus on personal lines risks.
Insurance has struggled to position itself as a business
sector worthy of attracting top talent. Which careers

adviser suggests insurance as the interesting and dynamic
professional space to join? And so, the SIB board has talent
attraction and retention as an important discussion item. My
own career could not have been more exciting, interesting
and challenging and I believe that by greater engagement
with further and higher education establishments, through
apprenticeship programmes, trainee positions and other entry
routes, progress can be made.
This Autumn, the most recently selected members of
the CII’s New Generation programme will begin their year
and I look forward to following their programme. This New
Generation initiative has gathered momentum and each year
the CII receives a growing number of applications which
reflects the value gained by the young professionals
who participate.
Also beginning in the Autumn, the SIB will be contributing
to two CII groups one of which will look at environmental,
social and governance (ESG) and the other at organisational
resilience – both important matters across the business space
and to which we should be contributing.
Brokers demonstrating sound knowledge and strong
personal skills will be at the forefront of building and
upholding public trust and I believe that when our
reputation comes into question, insurance brokers look to
their professional body to speak on their behalf. The SIB will
continue to look at this crucial issue and how to improve the
public trust in insurance.
The SIB looks forward to continuing to engage with
members, increasing the educational content made available
to them and supporting them as they provide improved
advice and improved customer outcomes.
Liz Foster is non-executive director of the Society of
Insurance Broking

GOLDEN
OPPORTUNITY
ISTOCK

Liz Foster
highlights the
key challenges
and opportunities
for brokers in the
coming months

sib.org.uk / Society of Insurance Broking / Autumn 2021

3

MERGERS
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Merger activity in the broking
sector has been frenzied of late,
but as Liz Booth reports, it can
also involve a lot of time spent
with the legal department

W

ith the
on-off deal
between
Aon and
Willis,
following
the merger
of March and JLT, it has been a while
since the broking sector has been able
to draw breath on all the merger and
acquisition (M&A) activity
and settle into a new map of the
broking sector.
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And even now, merger activity
looks set to continue. In its latest
report, Deloitte said: “Deal activity [in
the financial services sector] picked
up where it left off at the end of
2020 with an active first half of 2021,
highlighted by five megadeals. In the
first five months of 2021, there were
215 announced transactions, with
US$24.6bn (£17.8bn) in announced
deal value.”
Interestingly, it also said that:
“Deal volume was driven primarily
by announced M&A in the insurance
brokerage space, continuing a longterm trend of consolidation among
distributors.”
Standouts, it said, included the
megadeal announcement of Arthur J.
Gallagher & Co. acquisition of WillisRe
and other Willis Towers Watson (WTW)
assets for US$3.7bn (£2.7bn).
Deloitte added: “We expect
continued strong M&A activity in
the insurance sector as we head into
the second half of 2021, driven by
record levels of deployable capital
and continued interest in insurance
carriers and distribution. In fact, the
flurry of activity through the first half
of 2021 has led to a constraint on deal
adviser resources.”
However, deals are not
straightforward animals. As the
Deloitte report suggests: “The
active insurance deal market may
face regulatory headwinds from
uncertainty surrounding potential
corporate income tax rate increases
and other changes, and the
development of global minimum
tax rules in response to Pillar Two of
the Organisation for Economic Cooperation and Development (OECD)
/ G20 Base Erosion and Profit Shifting
(BEPS) Project.
“In addition, there is uncertainty
about how long the low-interest rate
environment will persist. If interest
rates do increase, it may drive interest
in insurance carrier targets and attract
more buyers in the space.”
Added to that, it said: “We have
also seen increased attention from
regulators, both in the US and globally,

on the consolidation in the insurance
brokerage space and the risk of
concentration with top brokers and
agents (eg the recent Gallagher and
WTW deal).”

CLOSER LOOK
In fact, regulators are taking a very close
look at mergers. Not only was it the US
Department of Justice that ultimately
heralded the end of the Aon-Willis
merger, other regulators are proactively
considering new rules.
For example,
Virgil Dickson
at Modern
Healthcare
reports that
lawmakers are
responding
with bills such
as California’s
Assembly Bill
595, aimed
to closely
regulating
health
insurance
mergers.
Similar
legislation
could also soon
affect property
and casualty providers.
Perry Shwachman and Anthony
Ribaudo, at Sidley Austin LLP, explain:
“The completion of a successful merger
or acquisition involving insurance
companies requires careful planning
and specialised skill sets to deal with
the many important ways insurance
companies differ from other entities.
“Insurance companies face a
unique set of regulations, have special
accounting rules, maintain liabilities
that may be difficult to value. These
challenges require in-depth knowledge
of the business of insurance prior to
attempting any acquisition.”
And just take a look at the number
of lawyers involved in the failed AonWillis merger to understand a little of
the complexities.
Freshfields Bruckhaus Deringer,
Latham & Watkins, and Arthur

Cox were advising Aon while Weil
Gotshal & Manges, Skadden Arps
Slate Meagher & Flom and Matheson
represented WTW. Involved in that
were teams of lawyers from the
employment, antitrust and finance
regulation, all juggling myriad risks.
Added to that, there is the human
factor. Since the Aon-Willis merger was
announced, Marsh McLennan CEO,
Dan Glaser, said his firm was already
benefiting from new hires and clients
gained as a result of the upheaval.
Not all of that has been entirely
friendly. In the US, WTW is reported
to have filed suit against Marsh in
state court in Chicago
on the poaching of
25 employees. The
employees, primarily
Chicago-based members
of WTW’s senior living
group, left the brokerage
to join Marsh in August.
Marsh has denied
WTW’s charges and
asked that the case be
dismissed. Willis has
claimed that the former
employees are poaching
clients and it could
result in a loss of more
than US$7.5m (£5.4m)
in revenue.
According to the
complaint, six WTW
brokers including executive vicepresidents John Atkinson and Michael
Pokora, simultaneously resigned on
5 August and joined Marsh on
23 August, and were subsequently
followed by the others.
The complaint states: “The former
employee defendants who were leaders
in the Willis Chicago office violated
their fiduciary duties of loyalty and
contractual non-solicitation provisions,
by approaching their team of employees
in Chicago with the plan for them to
resign together to go work for Marsh.”
Whatever the outcome, it is a sign of
the human cost of these mergers – and
the legal consequences. ●

THE COMPLETION OF A
SUCCESSFUL MERGER OR
ACQUISITION INVOLVING
INSURANCE COMPANIES
REQUIRES CAREFUL PLANNING
AND SPECIALISED SKILL
SETS TO DEAL WITH THE
MANY IMPORTANT WAYS
INSURANCE COMPANIES
DIFFER FROM OTHER ENTITIES

Liz Booth is contributing editor of BRisk
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CHAIN
REACTION
Aamina Zafar highlights the vital role brokers can play in protecting
clients from the impact of supply chain distribution

6

B

rokers play a ‘key
role’ in safeguarding
clients against
underinsurance
caused by supply
chain disturbances.
This is the view
of insurance expert Alastair Blundell
who warned that disruption of
supply chains and the increasing
cost of building materials can leave
businesses underinsured.
The head of insurance at British
Insurance Brokers’ Association
(BIBA) championed the role of
brokers to protect against this.
He said: “Brokers play a key role
in advising clients on guarding
against the risk of underinsurance,
explaining how to calculate values
at risk and recommending regular
professional valuations of buildings
and assets. Disruption in supply
chains coupled with the rising cost
of building materials can leave
businesses underinsured in the event
of a loss. “This became a key topic
as Brexit approached and brokers’
clients revealed that they had
stockpiled certain goods to mitigate
delays in supply caused by additional
entry requirements,” Mr Blundell
added “While it clearly might make
business sense to do so, a broker will
point out that the increase in stock
or contents must be notified to the

insurer to avoid problems in the event
of a claim.”
He made the comments as supply
chain disturbances have dominated
news headlines in the past two years.
Recent events, such as stockpiling
toilet roll during the start of the
pandemic and the latest petrol crisis,
have highlighted how a slight glitch
in supply chains can have massive
ramifications. This is why
Mr Blundell believes it is vital that
brokers examine the adequacy of
indemnity periods under business
interruption policies.
He said: “Supply chain problems
such as those currently being
experienced could mean that the
time taken for a business to get back
up and running again after a claim is
much longer than anticipated. So, it
is important to look at the adequacy
of indemnity periods under business
interruption policies as well as the
physical values at risk. It could
be appropriate to take account of
prevailing conditions outside of the
usual annual renewal review. “For a
long time,” said Mr Blundell. “BIBA’s
stance has been that most businesses
should have a minimum indemnity
period of two years, but businesses
need to appreciate the period of
time that might be needed to get
replacements of specialist machinery
or stock.”

TOP RISK
Interestingly, business
interruption, including supply
chain disruption, ranked as the
number one risk for 2021 in the
Allianz Risk Barometer, which is
an annual survey identifying the
top global business risks.
The insurance profession’s
heavy reliance on IT means
that it also faces the risk of
disturbances caused by
cyber-attacks.
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Chartered financial planner for
Appleton Gerrard Private Wealth
Management, Kusal Ariyawansa,
said: “Our supply chain is dominated
by technology so we are heavily
reliant on IT and cyber protection.
Should there be a cyber-attack, there
is specific cover which protects data
compromise and loss. To counter,
we have multiple relationships with
similar firms, such as cash flow
modelling and fund analysis, so that if
one fails we can rely on another.”
Mr Ariyawansa, who advises on
personal insurance including income
protection, life and critical illness
cover for individuals and businesses
added: “The key is in conducting
a thorough risk assessment of the
business where we identify potential
issues, consider its impact on all areas
and then devise a mitigation strategy
which might involve
insurance. It would help
most businesses if they are
able to identify the risks,
map its impact on each area
of the business and cover for
any areas of cross over. This
exercise should also help
strengthen the relationships
with existing suppliers and
be prepared in knowing that
forewarned is forearmed.”
So what impact can this
have on broker’s businesses?
According to The Openwork
Partnership’s Setul Mehta, supply
chain issues are most likely
to affect a singular
organisation rather than
the industry at large.
The head of business
development and
adviser services added
that technology
failure may result
in brokers
not be able to
submit business
and loss of access to
key personnel, such as
an entire underwriting
team, or the closure of a

THE PROTECTION INSURANCE
INDUSTRY IS DIVERSE AND
RESILIENT, SUPPLY CHAIN
ISSUES JUST DO NOT HAVE
THE SAME IMPACT AS OTHER
INDUSTRIES TO BROKERS

contact centre closure may mean that
a claim cannot be discussed for a day
or week.
If this is amplified across all of the
key players in the marketplace, then
access to protection insurance would
halt and widen the protection gap for
a period of time.
However, he added that in such
an event, it most likely that brokers
would be able to advise their clients
on other areas of their business.
Mr Mehta said: “Brokers would
probably turn their way to other areas
of client needs and return back to
the opportunity with clients once
these disruptors have been addressed.
The protection insurance industry is
diverse and resilient, supply chain
issues just do not have the same
impact as other industries to brokers.”
The motor insurance sector has
been bearing the brunt of supply chain
disturbances recently.
Mark Pratt, head of claims service
and supply for Markerstudy, said that
the majority of vehicle manufacturers
are being adversely affected by the
supply shortage of parts and stressed
the importance of brokers and insurers
having frank conversation with their
clients on realistic timeframes when it
comes to claims.
Mr Pratt said: “It is important
that brokers and insurers advise
their customers that, in the event
of a claim, the repair time could
increase due to difficulty in sourcing
replacement parts.
“From our perspective, delays caused
by parts supply sits outside of any
service level agreements we have with
our repair network partners.
“To expect compensation would
not be in the spirit of any long-term
relationship, and would be detrimental.
“I would not expect to see any UK
insurer holding their repair networks
accountable for parts delays. The onus
clearly sits with the relevant vehicle
manufacturers managing their own
supply chain at source.” ●
Aamina Zafar is a freelance journalist
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IT TAKES TWO
The hard insurance market of the past two years has put real
pressure on the relationship between brokers and their clients,
but, as Liz Booth reports, are there signs of recovery?

P

erception is a funny
thing. One person
looks at a picture and
sees two faces, the
next person looks and
sees a vase.
We have all done
that trick but what it shows is how
the eye views things – and the mind is
little different.
Brokers across Europe have been
reporting of late that they feel their
relationship between them and their
clients has actually got better through
the pandemic, and particularly the
hard market, because they have been
speaking more often.
Most brokers are likely to confirm
that the hard market has also meant
hard work.
However, is that how the clients
see it?
According to one survey of
brokers from Commercial Risk,

the relationships between brokers
and their clients has not been
damaged despite concerns that the
hardening market would impact their
relationships.
According to brokers contributing
to The Future of Risk Distribution 2021
survey, 53% said the relationship
between broker and insured has
remained constant, with a further
29% reporting that the relationship
has actually improved. 28% admit
that it has become more difficult in
the past year, as insurance rates have
continued to increase and capacity
has become more difficult to find.
However, ask the risk managers
and a different picture emerges.
In a similar survey, but of insureds,
Commercial Risk has found
65% saying that they believe the
relationship between them and their
broker is worse than a year ago.
It also depends on when the question

was being asked. A year ago, most in
the market will admit it was very tough
as insurers withdrew capacity form
various classes, including directors’ and
officers’, cyber and some property risks.
Much of that was very sudden and
left even some of the best managed
risks without cover. Brokers report
scrambling to build layers of cover for
risks that would ordinarily attracted
one insurer to cover the whole lot.
Some brokers in Europe said it took
them until May to finally close the
placements which had a January
2021 renewal.
Risk managers were furious and felt
let down by their brokers as well as by
their insurers. Relationships built up
over decades were instantly fractured.
Joe Perry, head of international at
Sutton Winson, agreed that the 2021
renewals had been much tougher
than the previous year. In fact, some
clients faced the tricky situation of
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THERE ARE POSITIVE SIGNS THAT
INSURERS AND BROKERS ARE WORKING
HARD ON THEIR CLIENT RELATIONSHIPS,
WHICH HAVE INCREASED IN FRAGILITY
OVER THE PAST TWO YEARS

29%

OF BROKERS SURVEYED
SAID THEIR RELATIONSHIP
WITH THEIR CLIENTS HAS
IMPROVED DURING THE
HARD MARKET

being turned down by the insurance
market and Mr Perry said it led to
some very frank conversations about
expectations and what was available.
“Our situation in the UK was
not only complicated by Covid-19
but we also had Brexit to deal with,”
he said. “The hardening market
coupled with uncertainty made for
interesting times.”
The question for brokers is whether
those relationships are, or even can
be, rebuilt.
The better news is that there
are signs of a recovery in those
relationships. Risk managers
understood the reasons behind the
hardening market and, although they
continue to ask why me, they are
also realistic enough to recognise that
insurance is a very necessary part of
their risk mitigation.

POSITIVE SIGNS
The UK risk management association
Airmic recently surveyed members
ahead of its annual conference.
It reported “Airmic members are
important insurance buyers. Although
the lack of adequate cover at an
affordable premium has become a

risk in itself, Airmic
members report some
reduction in the
throttle of premium
rates increases and
the imposition of
cover limitations
and capacity.”
Source: Commercial Risk
Importantly for
the broker-insured
relationship, it also said: “There
of the pressure may have eased on
are positive signs that insurers and
directors’ and officers’.
brokers are working hard on their
Overall, asked Ms Graham, “Will
client relationships, which have
Spring bring continued growth in the
increased in fragility over the past two
green shoots we are seeing? We not
years. Airmic has always supported
only see premium and cover green
the concept of partnership – we are
shoots, but a genuine effort from
in this for the long term with our
the market in building or rebuilding
partners and ready to play our part.”
relationship bridges with our
Julia Graham, CEO of Airmic added
members. This overall scenario gives
that she also sees real efforts from
us some optimism for a better 2022.”
insurers and brokers to try re-build
There is also a big question mark
some of the bridges burned during the
over how long the hard market will
past tough few years.
last in brokers’ minds.
However, that does not necessarily
Tom Bartleet, CEO at Erskine
mean everything is back to being
Murray, sums it up: “We have seen
sweetness and light – some prices are
this before. We have two or three years
still increasing; terms and conditions
of a hard market and then someone
are frequently still tougher and there
will cave.” ●
is an exodus from certain lines of
business, notably cyber, while some
Liz Booth is contributing editor of BRisk
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PROFESSIONAL
INDEMNITY AND
SILENT CYBER
Cameron Carr analyses
the impact of the
Lloyd’s silent cyber
mandate for brokers
10

T

he roll-out of the Lloyd’s
mandate on silent
cyber has impacted the
professional indemnity
insurance (PII) market.
The requirements of
Lloyd’s Bulletin Y5277
mean that all policies must exclude
or affirm cover for cyber risk. This has
prompted a number of insurers in the
Lloyd’s market – and further afield – to
reconsider their approach to cyber risk.
However, brokers are warning that as
the market hardens, some risks will fall
between cyber policies and PII cover.
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In addition to carriers, the
mandates have also led to regulators of
professional service firms considering
their minimum terms and how they
address cyber risk. The Solicitors
Regulation Authority (SRA), Royal
Institution of Chartered Surveyors
(RICS) and Institute of Chartered
Accountants in England and Wales
(ICAEW) have all undertaken a
review, with distinct approaches in
addressing cyber risk. Reference has
been made by all to modern market
clauses, including the recent
PII clause IUA 04-017.

SRA
The SRA opened a consultation on
adding a new clause to the minimum
terms and conditions (MTCs) that
makes it clear that the consumer
protection provided by PII equally
applies if the loss arises from a cyber
event. The SRA’s response to the
public consultation was published on
21 October 2021. This confirmed that
the draft clause has been submitted
to the Legal Services Board (LSB) for
approval. The SRA has clarified that
“The cover is for client and thirdparty protection – losses to the law

firm (first-party losses), except for
certain costs of investigating and
defending a claim, are not covered.
Firms can choose to purchase a
separate cyber policy for other risks.”
The SRA added that it will monitor
the impact of the change and issues
about the level of cover for cyber
incidents as part of a wider review of
PII to be undertaken by the LSB.

RICS
RICS published its draft revised
wording in February 2021 and
stated that it had not proposed
“any significant changes to the
approach of implementing the cyber
risks requirements outlined in the
consultation”. RICS rejected claims
raised in the consultation process
that any clarification of cover would
not result in an increase in premiums.
The RICS proposed MTCs address
first and third-party cyber risk with a
broad brush approach. At face value,
it may appear that the RICS MTCs are
a reiteration of IUA 04-017 in its own
language and split across multiple
clauses. However, the application of
the MTCs is narrower.
RICS may have used the IUA clause
as a basis, but there has been some
diversion when adapting it to the
language of the MTCs. The MTCs do
not comprehensively address all
forms of loss associated with a cyber
act or incident. For example, they
exclude first-party costs in respect
of malicious cyber-attacks but do
not address all other cyber related
incidents.
There are also a number of writebacks that operate in a different
manner to IUA 04-017. Brokers will
need to be careful to ensure that any
wording aligns with the MTCs and the
accepted market language.

ICA
In April and May 2021, the ICA
announced that it would continue
its approach in the application of the
IUA cyber exclusionary approach in

respect of first-party losses only. In
line with the SRA’s approach above,
the ICA considered that cover for
third-party claims was integral for
public policy.
This approach is evident in the
MTCs which exclude first party
losses only, remaining silent in
respect of any third-party risks.

DISCUSSION
We do not consider it good
practice to rely on difference in
conditions clauses to ensure that
policy wordings align with MTCs.
Reasonable steps should be taken
to try to align wordings from the
outset. As indicated, adoption in
primary policies of IUA 04-017 is
unlikely to achieve compliance with
MTCs in most cases.
One challenge for brokers will
be to obtain the best possible
deal for their clients on excess
layers. Ideally, from the insured’s
perspective, these should follow
the primary wording as much as
possible to avoid different and more
restricted cover than the primary.
If insurance policies are
written, or co-insured, by Lloyd’s
syndicates, it is a compliance
requirement to specify or exclude
cyber cover. We consider it
important to address all principal
components of cyber risk, including
cyber acts, cyber incidents and data
privacy liability.
Finally, where policies are
amended to reflect the changes
in MTCs, or comply with Lloyd’s
bulletins, insurers will seek to align
wordings with relevant reinsurance
programmes. Brokers should seek
to limit the gap in cover between
PII and cyber wordings as much
as possible, achieving both clarity
in the wording and adequate
protection for clients. ●
Cameron Carr is an associate in
the cyber & data risk team at DAC
Beachcroft
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