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The various ways the downturn has J [

impacted the insurance industry ha
been well documented. However,

there is at least one area which has

_ caused some concern that is less
well known about This concerns

_requires very part:cujar handlmg of

what historically has. bgen-,profltable
business. ‘

There is no doubt there have been
punishing effects fro stock market falls,
combined with the soft market and the
lowest interest rates in history, on insurer’s
investment income. And, figufes from

the Office of National Statistics have set
the scene by showing how the depressed

%erptém er claims for unsrnp
r%éﬂtsl‘by Ian;chnfe'

ear. Obwously while the
s still d with no new
bmng commissioned there is little
ork arrund for architects.

Wl'+‘a"t this means for Pl insurers is that |
‘rateable income is greatly reduced

while the number of circumstances that
may lead to claims being notified has
significantly increased. The great majority
(but certainly not all) of these circumstances
relate to project overruns arising out of
the architect’s alleged negligence. Where
projects have overrun into the credit
crunch the potential resale value of the
property being redeveloped has dropped
considerably. As hope for a viable return on
investment dwindles, those architects who
also project manage are held accountable .

forany overrun, and so h‘lggapng a Pl claim.

- The net result for Pl insurers is
 reduced premiums by brok
[ when the rlék[prof]eafor

In terms of cover, smaller firms are looking
'to reduce limits to save money (whereas
the iikgllhood of notificatnon and the size

‘of potential loss has increased). Many

larger compani are

higher cover — often at the request of local
authority clients and in keeping with the risk
exposure that they run.

Local authority clients have taken on a new
significance for architects with the downturn
prompting government fiscal stimulus
packages, involving civil engineering and
construction projects. In fact throughout
history such stimuli have been used to aid
economic recovery both in the UK and
overseas.
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Obviously the uncertainty of the current
economic climate is causing any public

or private
construction projects to think very
carefully about the insurance aspects of
the development. The effect o
increased claims frequency on insurance is
that underwriters are looking for additional
information from brokers to accurately
assess the exposure. |

ittee commi: g

Bearing in mind that Pl is underwritten on a
claims made basis, insurers are insisting on
understanding the retrospective exposures
they are accepting. Instead of simply
considering a risk as good, as-a result of
their having been no claims, insurers need
to understand why the risk is good or
whether standards are lax and until now
the client has been lucky. With a downturn
in the economy problems will manifest
themselves on risks which have been
historically considered average_or better.

This is a good opportunity for brokers to

demonstrate their value to these clients. By
gaining a good sense of how their clients’
businesses tick, a broker can ensure the
premium is not needlessly costly, while

at the same time ensuring that they are
properly covered. This does not just concern
brokers that specialise in architects as, with
over 30,000 in the UK, there is good chance
many brokers will already have several
architects on their books.

While no-one is pulling out of PI, there

is increased caution, hence the desire of
underwriters for more information from
their brokers. Historically PI for architects
is a relatively profitable business as a result
of risks being well selected based on the
region a company operates in and the
qualifications and professionalism of an
architect client.

So what sort of additional information and
risk criteria are underwriters looking for and
what should brokers be doing differently?
Certainly an increasing number of brokers

are presenting business to underwriters face
to face. There is also a lot more preparation
being done as brokers realise they need
additional information and need to be able
to demonstrate the historic conservatism

and management controls put in place by

the insured, and the period over which

these have been effective. y

Disclosing details of prior claims (or lack of)
is crucial as are the reasons and justifications
for these, complete with an explanation for
any discrepancies and what has been done
to prevent future occurrence.

While the economic downturn has certainly
caused some issues for architects there
remains a healthy insurance market appetite
to provide Pl cover to them. Brokers play a
key role in delivering this and, with the right
approach, are in a position to get the best
out of their carriers and underwriters and
simultaneously demonstrate genuine value
to their clients.
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