BRisk
Heated debate
The dispute over who
will insure future coal,
oil and gas projects
Shifting gear
Brokers can be key
as fewer drivers use
comparison sites

Under pressure
How brokers can help with increasing levels
of underinsurance

Issue 8
Summer 2022

Feed your
knowledge
Increase your
wisdom

With BrokerAssess your team
can access the freshest content
available online 24/7. From 100s of
career-specific technical courses to
core regulatory training, you’ll always
find the knowledge and information you
need to help you shine.
Email business.enquiries@cii.co.uk
to start your 14-day free trial or to
book your place at a demo.

BrokerAssess

Catering for your training needs.

INTRODUCTION

O

n the face of
it, the work of
a professional
adviser is tough at
the best of times.
There are so many
considerations to think about when
advising our clients. While keeping
abreast of our clients’ business,
industry and growth, we also have to
think about what we can do to help
to protect them from the worst of
challenges that the business owner
might not have considered.
In straight-forward times, an
insurance broker might consider the
impacts of the perils of fire, storm
or flood. Or working with the client
to improve their safety regime to
reduce the chances of a liability claim.
Or explain how risk management
measures will help to improve
their motor fleet performance and
therefore, help to control their fleet
insurance costs in the longer-term.
We also need to consider vulnerable
customers and how peoples’
vulnerabilities change over time, as
well as how insurance solutions evolve
to adapt to a moving commercial
landscape. Not to mention the impact
of increasing regulation.
We do all of that and then a barrage
of new challenges is thrown at us.

SHUTTERSTOCK

CLEAR UNDERSTANDING
Many brokers have not worked
through a hard market before.
So, firstly, the market dynamics need
to be understood and then explained
to the customer. Too often, brokers
might focus on price rather than
value. Being able to explain the value
of what we do includes being able to
educate and inform the client on why
the marketplace is dynamic and works
on a cyclical basis.
Covid-19 presented itself to us
out of the blue. We had to invoke
our business continuity plans at
short notice while working tirelessly
with clients to help them to protect
their business at a time of massive
uncertainty and change. Brokers had
to discuss and communicate how

THE LIFE
OF AN
INSURANCE
BROKER

Kevin Hancock on the importance of being the
trusted adviser that clients need
to protect assets and the business;
be alive to changes in activities and
hazards to maintain robust cover
programmes and deal with insurers
whose service fell off the edge of a
cliff for a while.
I still haven’t quite got over the
moment that chancellor, Rishi Sunak,
stood at the Dispatch Box and said:
“For those businesses which do have
a policy that covers pandemics, the
government’s action is sufficient
and will allow businesses to make an
insurance claim against their policy.”
From that point on, us brokers
had to forensically check every
policy wording, quite rightly, and
then explain to the majority of
policyholders why there was no cover
under their insurance programme.
Those months of conversations about
business interruption cover and the
perception that clients were not being
treated fairly, created long-term

damage to the reputation of
the insurance industry and eroded
public trust.
Ukraine; supply chains; inflation;
underinsurance; terrorism; cyber;
interest rates; regulation; climate
change; environmental, social and
governance; motor and Vnuk – there
is such a wide range of subjects for
us to think about and be prepared
to discuss with our clients. And
when you get it right, it is massively
rewarding to become that trusted
adviser who is making a difference to
the clients’ business and protecting
their personal assets.
The work of a professional adviser
is tough at the best of times, but I, for
one, love it.
Welcome to the latest BRisk and
I hope you enjoy the summer issue. ●
Kevin Hancock is chair of the Society of
Insurance Broking
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MOTOR

F

or brokers many of
the opportunities to
sell motor cover have
melted away decades
ago, with direct sales
and then consolidators
taking the lion’s share
of the market. But for some, there was
always good business to be had from
classic cars to fleets and commercial
vehicles.

4

ON THE
MOVE

Changes to the transport rules
and a push towards green driving
are all likely to impact the
UK’s motor insurance market.
Liz Booth reports
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A new survey has confirmed that
position, revealing that only half
of drivers choose a new insurer via
comparison sites and less than 1 in 5
auto-renewing.
Trakm8, a specialist in technology
solutions for insurance telematics,
connected car data and fleet
management, has commissioned a
new national driver survey to gain
insights into how drivers purchase
insurance and what they expect from
future policies.
The survey
highlighted how
the landscape
has changed
for drivers
when choosing
an insurance
provider with
only half (52%)
using comparison
sites now and
less than one in
five (16%) of UK
drivers auto-renewing with their
current insurer.
The survey went on to show that one
in 10 rely on recommendations from
friends and family and 7% are using
review sites to help with the decision.
Advertising seems to have little impact
on decisions when renewing insurance
with only 4% being influenced by a TV
advert and even less by social (2%) or
outdoor advertising (2%) showing how
hard it is to persuade new customers to
switch through marketing efforts alone.

Bill, as the insurance industry supports
the development of a greener more
efficient transport network. Regulation
in areas such as e-scooters needs
to strike the right balance between
ensuring public safety on the one
hand and encouraging innovative
approaches to transport on the other.”
Rules are changing in other areas
too. Back in the mists of time, the
European Union (EU) tightened the
laws around what vehicles should be
insured and insisted that all
off-road vehicles, whatever
their purpose, should be
fully insured.
However, as part of the
Brexit plans, the government
has now announced it will
no longer be adopting those
amendments.
Tim Short, FSM partner
at Plexus Law, explained:
“It is more than 14 years
since Damijan Vnuk was
knocked from his ladder
by a trailer loaded with bales of hay
being reversed into a barn on a farm in
Slovenia. [Recently we say] the passing
in Parliament of a bill to end the ripple
effect consequences of that event, so
far as the UK is concerned.”
He said that the Motor Vehicles
(Compulsory Insurance) Bill was
passed in parliament a few weeks
ago and is due to obtain Royal
Assent shortly.
“This bill will cut across the residual
effect of Articles 3 and 10 of the 2009
Motor Insurance Directive, so far is they
require the UK to have in place rules for
the compulsory insurance for the use
of vehicles other than motor vehicles
beyond a road or other public place.”
The 2014 European Court of Justice
(ECJ) judgement in the claim by
Mr Vnuk made clear that the
obligation on member states to enact
legislation to provide for compulsory
insurance for liabilities arising out of
the use of vehicles extended to any
motor vehicle intended for travel
on land not running on rails and
the obligation could not be limited
to a road or other public place, but

THE INSURANCE
INDUSTRY SUPPORTS
THE DEVELOPMENT
OF A GREENER MORE
EFFICIENT TRANSPORT
NETWORK
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GOING GREEN
Meanwhile, the transport market is
on the move in other ways too. The
UK government’s green ambitions
when it comes to car sales have been
well aired, but recently it has also
announced that all HGVs sold after
2040 must be zero emission.
The Transport Bill was part of
the recent Queen’s Speech and,
despite misgivings from some
in the motor trade, James
Dalton, ABI’s director of
general insurance policy,
said: “We welcome this

extended across a member state’s
territory, explained Mr Short.

FOOTING THE BILL
In the UK, the Road Traffic Act 1988
only required compulsory insurance
for the use of a “motor vehicle on a
road or other public place” and the
fund of last resort, the Motor Insurer’s
Bureau (MIB), was only required to
satisfy judgements relating to such use.
In the 2019 Court of Appeal
judgment in Lewis v Tindale, the
Court of Appeal acknowledged
Mr Lewis’ entitlement to make a claim
against the MIB, as an emanation of
the state, for the UK government’s
failure to enact domestic legislation
is compliance with the EU Motor
Directives. This in turn exposed the
MIB and their members, UK motor
insurers, to liability for unsatisfied
judgements for damages arising out
of the use of uninsured vehicles on
private land.
“The bill, if enacted, will bring an
end to the exposure of the MIB,” said
Mr Short, “and the UK government,
to claims for damages arising out of
the use of vehicles on private land.
No longer will the MIB and its
members have to foot the bill for
golf buggy pile ups and powered
lawn mower runovers.
“Some may see this as a lost
opportunity for growth in the
insurance industry. If the Road Traffic
Act had been extended to require
the insurance of all powered vehicles
used anywhere in the UK, a lot more
insurance policies would be required
and more premiums would be paid
to insurers.
“Furthermore, some of the cost of
vehicular accidents on private land
will fall to the taxpayer, through
medical costs and payment of
benefits, where similar costs arising
from road traffic collisions will be
shared between insurers, paid for by
the premiums of the road users who
are at risk of causing such loses.” ●
Liz Booth is contributing editor at
the CII
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UNDERINSURANCE

U
6

nderinsurance
is a common
problem and
one that could
be about to
become more
widespread,
as it is often driven by periods of
economic uncertainty and high
inflation, such as the one the UK is
undergoing at present.
Underinsurance occurs when the
insured has insufficient insurance
cover, leaving it responsible for a
percentage of a loss or expense,
which in turn may lead to financial
hardship.
This is an area where brokers can
really demonstrate their value as their
understanding of insurance products,
including valuations and the claims
process, means they can guide
insureds in getting the coverage
that best suits their needs.
The Chartered Institute of Loss
Adjusters estimates underinsurance
to be present on more than
40% of claims and the degree of
underinsurance is typically around
35% to 45%.
Alastair Blundell, head of insurance
at the British Insurance Brokers’
Association (BIBA) says: “In essence,
underinsurance arises because of
a failure to correctly calculate the
amount of insurance cover needed
which can be because of a lack of
understanding of the operation of
the policy and what the sum insured
represents.”
This is exacerbated by the current
economic situation, as well as supply
chain issues, which often result in
longer times to settle claims and
ensure property and machinery are
rebuilt and replaced.
Helen Bryant, director of digital
trading at Allianz Commercial,
says: “At the moment, supply
chain disruption and inflation are
increasing the risk of underinsurance
significantly. Contractors are facing
many challenges, from delayed
deliveries to soaring prices to labour

UNDER

Tim Evershed uncovers the increasing
levels of underinsurance in the UK and
how brokers can help
shortages. This results in longer
claims lifecycles and higher costs.”
Ms Bryant stresses that in times
of inflation, sums insured and
indemnity limits need to be checked
and updated more frequently.
“This is not an easy message
to get through,” she says. “Many
small businesses are experiencing
cash flow issues, so some might
be tempted to cut corners when it
comes to insurance. But this is a risk

that is not worth taking.”
She continues: “Many small
businesses who reduced their level
of coverage during lockdowns failed
to bring them back up when they
fully restarted their activities.
Inflation is having an impact too:
prices, especially material prices, are
rising so quickly that even businesses
who got their sums insured right
to begin with might end up with
inadequate coverage.”
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IT IS IMPORTANT TO REMEMBER
THAT INSURANCE BROKERS ARE
NOT VALUERS, BUT THEY CAN
REMIND THEIR CUSTOMERS ABOUT
THE IMPORTANCE OF OBTAINING
REGULAR VALUATIONS AND HOW
TO GO ABOUT ARRANGING THEM
THROUGH EXPERTS

PRESSURE
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KEY VALUE

Many businesses do not appreciate
that the sum insured for buildings is
based on the rebuilding value, not
the market value. The rebuilding cost
must also take account of demolition
and clearance as well as the necessary
architects and surveyors fees in
addition to the cost of contractors
and materials.
For assets – buildings, stock and
machinery – the best option is to
obtain a professional valuation by
a qualified expert, for instance from
the Royal Institution of Chartered
Surveyors (RICS).
For business interruption (BI)

policies it is vital to understand that
a definition of ‘gross profit’ in an
insurance policy if usually different to
an accountant’s definition. This can
cause an inaccurate BI sum insured.
Similarly, it is easy for businesses to
underestimate the time that it could
take to regain the trading position
they were in before the loss.
BIBA is now recommending that
a minimum indemnity period under
a BI policy should be two years.
Business must also protect
themselves against BI losses that
might flow from a cyber-attack. For
example, having a production line
that is halted because systems are
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compromised. There is no physical
loss or damage, but a financial loss
is suffered regardless.
Brokers can work with insureds
to assess their potential liabilities
to third parties and agree an
appropriate limit of indemnity.
They can also advise insureds on
what a comprehensive programme
of insurance may look like, so
that they avoid the potential for
uninsured gaps, including insurance
against risks, such as a cyber-attack
which could disrupt the insured’s
business.
Mr Blundell says: “It is important
to remember that insurance brokers
are not valuers, but they can
remind their customers about the
importance of obtaining regular
valuations and how to go about
arranging them through experts
such as RICS member firms.
“We see brokers as the
‘antidote’ to underinsurance.
What they can do is help their
customers to understand how
their insurance policy operates
and what considerations need
to be taken into account when
calculating sums insured and
limits of indemnity. They can also
discuss with customers the breadth
of their cover, helping them to
identify any gaps and discuss where
additional insurance could be
necessary to provide comprehensive
protection,” continues Mr Blundell.
“A good broker will help
customers consider cover that they
may not realise they need, e.g.
diversification during lockdown
may mean a new type of cover
might be required. They can work
with customers to ensure that
disaster recovery and business
continuity plans are up to date to
help them recover more quickly
after a loss and are updated to
include alternative suppliers should
supply chains become disrupted.” ●
Tim Evershed is a freelance journalist
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ESG INCREASINGLY
Climate activists have
been targeting many
of the world’s bigticket coal, oil and gas
projects by pressurising
insurers to stop cover.
But the arguments are
far from simple, as
Liz Booth reports
8

I

ncreasingly insurers are
coming under pressure not
to insure projects which
could potentially damage the
environment. Brokers too
are being asked to walk away
from some of the world’s
largest gas, oil and coal developments.
Anecdotally, one London market
broker talks of not publicly discussing
any such projects “for fear of a brick
through my office window, or worse
a brick through my window at home”.
Much of this recent pressure started
with the campaign for insurers to
stop insuring the Adani’s Carmichael
coal mine in Australia, which finally
started shipping ore in December
2021 after many insurers had
refused to cover its risks.
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KEY TO
UNDERWRITING
DECISIONS
Now, another campaign has been
launched by the climate change lobby.
Allianz, one of the world’s largest oil
and gas insurers, is the seventh insurer
to commit not to insure the East African
Crude Oil Pipeline (EACOP), following
similar recent statements from Munich
Re, Hannover Re and Scor.
AxaXL, Swiss Re and Zurich have
also said they will not insure the
pipeline project.

HUGE RISK
In an email to campaigners from,
#StopEACOP, Inclusive Development
International and Insure Our Future,
Allianz said: “Allianz is not providing
direct insurance to the EACOP
project, as it neither meets our climate
ambition nor falls within our ESG
risk profile.”
Omar Elmawi, coordinator of the
#StopEACOP campaign, said: “It is
now official, seven out of the 15 (re)
insurers we have approached have
concluded that EACOP is a huge risk
for them to underwrite.”

He warned: “Insurers must not be
accomplices to climate-wrecking
fossil fuel projects like EACOP which
is mired in human rights violations,
unprecedented climate consequences
and social and environmental harms."
“Allianz and the growing list of
firms backing away from EACOP are
doing the right thing. But if other
insurers step in, the pipeline could
still move forward. That is why we are
calling on Lloyd’s of London to advise
its members against participating
in coverage,” added David Pred,
executive director of Inclusive
Development International.

ALLIANZ AND THE GROWING LIST OF FIRMS
BACKING AWAY FROM EACOP ARE DOING THE
RIGHT THING. BUT IF OTHER INSURERS STEP IN,
THE PIPELINE COULD STILL MOVE FORWARD.
THAT IS WHY WE ARE CALLING ON LLOYD’S OF
LONDON TO ADVISE ITS MEMBERS AGAINST
PARTICIPATING IN COVERAGE
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ESG

Allianz’ rejection of EACOP comes
amid campaign pressure in which
Insure Our Future has been calling
on the insurer to adopt an ambitious
oil and gas policy ahead of its annual
general meeting.
Regine Richter, energy and finance
campaigner at Urgewald, added:
“Allianz wants to be seen as a leader
on sustainability. If it wants to
uphold this image, it needs to rule out
underwriting new oil and gas projects
in line with climate science.”

NEED FOR JOBS
However, these are nuanced
arguments. While many
environmental campaigners in east
Africa are also against the pipeline,
others argue that ESG stands for
environmental, social and governance

– with some 60,000 jobs resting on
the project, they say the campaigners
are ignoring the S for social.
The EACOP is a proposed 1,445kmlong heated pipeline which seeks
to transport Uganda’s waxy,
viscous crude oil from Hoima,
Uganda to Tanga, located on
Tanzania’s east coast. It is a critical
part of the Lake Albert Resources
Development project – a multifield 230,000b/d development
by TotalEnergies and CNOOC set to
start-up in 2025, which will cement
Uganda’s first ever oil production.
According to TotalEnergies, the total
project cost is estimated at US$10bn
(£8bn), with EACOP alone expected
to cost approximately US$3.5bn
(£2.8bn). Construction of EACOP is
expected to begin later in 2022 and

once complete, will represent the
world’s largest heated oil pipeline. It
has faced significant opposition due to
the impact it is expected to have on the
environment and local communities,
including that on biodiversity, water
resources and land displacement.
Reports suggest the objections to the
pipeline “are reflective of a growing
recognition by companies
of the need to decarbonise and support
the global transition to a
net-zero economy”.
Hannover Re aside, all of the major
insurance firms that have so far
publicly rejected the EACOP pipeline
are founding members of the UNConvened Net Zero Insurance Alliance
(NZIA), where AxaXL is the NZIA
chair. Members of the Alliance have
committed to transition their insurance
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$10bn

ESTIMATED COST OF THE
LAKE ALBERT RESOURCES
DEVELOPMENT PROJECT DUE
TO BEGIN IN 2025
Source: TotalEnergies

and reinsurance underwriting portfolios
to net-zero greenhouse gas emissions
by 2050, which involves setting
climate-related targets and metrics,
as well as reporting annually on their
commitments. Initiatives such as these,
combined with strong opposition from
environmental groups and activists, will

mean environmentally controversial
projects such as EACOP will face
increasing hurdles in gaining the
financial support needed for progression
– including that from insurers,
commercial banks and investors.
The expectation is that other firms
will step in. And there is also concern
that the project could ultimately be
insured by Chinese or Russian interests
and that then the environmental
concerns will not be a factor.
As one market expert said “Not one
Chinese bank has come out against
it for some reason. It is not beyond
the bounds of credibility to imagine
that if Total were to pull out Chinese
interests could take over the entire
project – as they have with so many
infrastructure projects in Africa - and
then no amount of pressure group
lobbying would have any effect.”
Another expert pointed out that,
while campaigners have been lobbying
against new developments, this
development is not actually new and
suggested the facts should be checked
more carefully.
Rating agency Fitch Solutions agrees:
“We expect that other insurance firms
will step in to underwrite EACOP, likely
those who are less concerned about
ESG-related issues, though a higher
insurance premium on the project
appears increasingly likely. Given the
scale of the project and the significance
to Uganda and Tanzania, we believe
the EACOP will manage to secure
insurance from elsewhere.
“Despite mounting pressure from
environmental organisations, many
top insurers have not yet outrightly
rejected an involvement in the project.
We also note that much of the pressure
to phase out financing and support
for oil and gas projects in response
to climate change is coming from
within the EU and the US. Meanwhile,
markets such as China and India are
examples of climate laggards that
are facing less regulatory and public

pressure to commit to phasing out
support for the oil and gas sector.
“Consequently, there is an
increased likelihood of insurance
firms from markets such as these,
that are less focused on climate
change and ESG concerns, committing
to the controversial project. Indeed,
the dominant presence of CNOOC
in the project might see Chinese
insurance companies stepping in
to underwrite EACOP.”

CUTTING TIES
Meanwhile EACOP is not alone in
these challenges. Lloyd’s of London
syndicate Aspen Insurance has
announced it will cut ties with the
existing Trans Mountain pipeline,
which crosses Canada, when its
current insurance policy expires this
summer, according to the climate
activist group, Coal Action Network.
Aspen joins 16 other insurers
that have dropped Trans Mountain,
said the network. “As a matter of
corporate policy, Aspen does not
comment on the specifics of any
application for insurance we receive,
any insurance or reinsurance contract
we underwrite, or any claim we pay,
however, we can confirm that we do
not plan to renew the Trans Mountain
Tar Sands Oil Pipeline project,” said a
spokesperson for Aspen.
The 16 other insurers that have
ruled out insuring Trans Mountain
are: Allianz, Argo, AXA, AXIS
Capital, Chubb, Cincinnati Global
Underwriting, Generali, Lancashire,
MAPFRE, Munich Re, QBE, RSA,
SCOR, Suncorp, Talanx and Zurich
Insurance Group.
All signs of a hardening approach by
European and US insurers, however
this argument is far from over and
brokers may well find themselves
in the middle of some awkward
conversations in the years ahead. ●
Liz Booth is contributing editor at the CII
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