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We hope this guide will be informative and we encourage you to direct
any questions about it to your usual Zurich contact.

We are committed to the reforms introduced by the Act.
All of our policies will be interpreted in accordance with the
provisions of the Act, except when we apply our ‘additional
premium approach’, which we explain in detail later in this
guide. Our additional premium approach is an opt-out from
the Act which we believe is for the benefit of our customers.
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This guide provides our non-life commercial customers and brokers with
an overview of Zurich’s approach to the Act. The content of this guide
does not constitute legal advice nor is it designed to be a summary of the
Act; it focuses on the changes we have made to our policies and
business practices, including the way we handle claims.

One of the key aims of the Act is to ensure better exchange of
information between insurers, brokers and customers, which should
reduce the number of disputes, avoid disruption for both insurers and
customers and increase confidence in the UK insurance sector.

The Insurance Act 2015 (the ‘Act’) will introduce
the most significant changes to UK insurance
contract laws in over 100 years. The Act comes
into force on 12 August 2016 and will apply to all
insurance policies in England and Wales, Scotland
and Northern Ireland which incept, renew or are
varied from that date.

In November 2014, we announced that we would be implementing the
main principles of the Act with immediate effect. Since that time, we have
been handling claims in accordance with the Act and we have been
updating our policies and associated documentation to incorporate new
clauses and remove any non-compliant clauses.

Changes to our policies and
the way we handle claims

Our changes do not intend to cover all of the
provisions of the Act; we do not believe it is
necessary to restate the law in our policies.
Accordingly, our policies should be read and
interpreted in the context of the Act.

• remedies for fraudulent claims

and

• removal of basis of the contract clauses;

• the duty of fair presentation of the risk;

We have made changes to our policies in the
following key areas:

We began issuing updated policies to
our Global Corporate customers in
November 2015. Our Zurich Municipal and
Commercial Broker customers will receive
updated policies from March 2016 and
April 2016 respectively.
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It is our practice to also investigate any matters which our insureds
highlight as significant and which may require further enquiry.

An insured is not required to disclose matters which the insurer knows,
ought to know, or is presumed to know. This includes matters which an
insurer offering insurance of the class in question to insureds in the field
of activity in question would reasonably be expected to know.

A ‘material fact’ is a circumstance or representation that would
influence our decision to offer insurance and, if so, on what terms.
If our customers are unsure about whether a fact is material,
we recommend that they tell us about it.

• not misrepresent any material facts.

and

• tell us, in a clear and accessible manner, about all material facts;

Under the new duty, at inception and renewal of our policies (and also
whenever changes are made to it at the policyholder’s request), our ‘Fair
Presentation of Risk’ clause requires insureds to:

If an insured deliberately or recklessly fails to make a fair presentation of
the risk we may:

The Act introduces a ‘duty of fair presentation’ which clarifies what an
insured must disclose to an insurer and what an insurer ought to know
about its insureds. We have inserted a new fair presentation of risk
clause into our policies.

and/or on additional premium, we may apply those different
terms to our policy (e.g. different limits of indemnity, excesses or
exclusions) and/or charge the additional premium.

• if we would have entered into the policy, but on different terms

policy and return any premium we charged. In such case, we will
recover any amounts we have paid (e.g. claims) or expenses we
have incurred; or

• if we would not have entered into the policy we may avoid the

If an insured’s failure to make a fair presentation is not deliberate or
reckless we may do one or more of the following, depending on what
we would have done if we had known the material facts when we
agreed to offer the insurance:

have incurred.

• recover any amounts we have paid (e.g. claims) or expenses we

• avoid the policy and retain the premium; and

Remedies for breach of the duty of fair presentation

Outline of the duty of fair presentation

The duty of fair presentation
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with an additional premium charge of £10,000

• Zurich’s additional premium approach: £5,000,000 claim paid

(10,000/20,000) * £5,000,000 = £2,500,000 paid on claim

• Proportionate reduction in claim:

Under our additional premium remedy, we would pay the claim
in full and recover underpayments to premium. Accordingly, we
would charge the insured an additional £10,000 in premium and
pay the £5,000,000 claim (and any subsequent claims) in full.

By way of example, if the proportionate reduction in claim
remedy was applied to a £5,000,000 claim where the premium
underpayment was £10,000 (representing 50% of the insured
premium), the insured’s claim would be reduced by 50%
(i.e. £2,500,000). Previous and subsequent claims may also be
reduced in the same manner, leaving the insured with reduced cover.

Charging additional premium is not a remedy available to insurers under
the Act. Under the Act, if an insured’s failure to make a fair presentation
is not deliberate or reckless and the insurer would have charged
additional premium if it had been aware of the relevant material facts,
the insurer has the right to reduce the amount to be paid on any claim
during the period of cover in proportion to the amount of premium
that would have been charged. This remedy is often referred to as
‘proportionate reduction of claim’ or ‘proportional settlement’.

Our additional premium approach

The duty of fair presentation (continued)

In addition to charging additional premium, we also have
the right under the Act to vary the terms of the contract
(e.g. apply different limits of indemnity, excesses or exclusions).
This means the policy will be rewritten on the terms that
would have applied had the insured made a fair presentation
of the risk.

We have made this decision with our customers’ best
interests in mind – we are committed to treating our
customers fairly and we are proud to be a leader in this area.

We believe that our additional premium approach should, in
most situations, be more favourable to our customers when
compared to the proportional settlement remedy under the
Act. We acknowledge, however, that there may be some
situations where this will not be the case. For example,
if there are no claims under the policy we may still charge the
additional premium. It may also be the case that the additional
premium we charge is greater than the amount a claim(s)
would have been reduced by under the proportional
settlement approach.

Zurich has ‘opted-out’ of the proportionate reduction of
claim remedy. Rather than reducing a claim proportionally,
we have instead decided to charge the additional premium
that we would have charged if we had known the relevant
material facts and pay any claim(s) in full.
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Where our policies contain average or underinsurance clauses,
these will apply independently of our remedies for breach of the
duty of fair presentation of the risk.

Average or underinsurance

We have either updated an existing clause or (where relevant) inserted a
new clause which requires our insureds to tell us about any changes to
material facts during the period of insurance. If our insureds do not tell
us about those changes, we will have the same remedies available to us
in respect of a failure to present the risk fairly.

Changes to material facts during the period of insurance

It is important to bear in mind that, even though we have inserted a
new clause into our policies, the obligations on the insured to (i) disclose
all material facts and (ii) not misrepresent any material facts are the
same as the insured’s disclosure obligations under the existing law.

Our Fair Presentation of Risk clause does not attempt to restate the Act
or the common law (to do so would result in a very lengthy clause),
but rather it focuses on our remedies for breach of the new duty,
including our opt-out of the proportional settlement remedy in favour
of charging additional premium. This means that our new clause should
be read in the context of the Act and the existing insurance laws.

Our policies set out, in broad terms, what constitutes a fair presentation
of risk in order to provide our customers with some clarity about their
disclosure obligations and to define the consequences for breach of
those obligations. We also felt it would be helpful to provide this
guidance in our policies as we have implemented the Act before it
becomes law in August 2016.

The rationale behind our Fair Presentation of Risk clause

The duty of fair presentation (continued)

As stated in the introduction to this guide,
we are committed to the reforms introduced
by the Act. All of our policies will be
interpreted in accordance with the
provisions of the Act, except when we
apply our ‘additional premium approach’.
We are confident that, in the vast majority
of situations, our additional premium
approach will be more favourable to
our customers when compared to the
proportional settlement remedy
under the Act.

For those customers or brokers who may be concerned about the impact of Zurich bringing its policies
in line with the Act before the Act comes into effect later this year, Zurich will deem compliance
with the policyholder’s existing duty of disclosure to amount to compliance with its duty to make a
fair presentation under the Act (and vice versa) during the period prior to the Act becoming law.

Zurich does not anticipate there being any cases in which it invokes one of the remedies for breach
of the duty to make a fair presentation of the risk, where it would not have had any remedy under
the existing law.
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In line with these changes, we have removed all basis of the contract provisions
from our policies and pre contractual documents. Since November 2014,
we have treated the basis of the contract clause as having no effect.

The Act prohibits any clause or provision in an insurance
policy which converts pre-contractual statements or representations
made by an insured into contractual warranties. These provisions are
commonly referred to as ‘basis of the contract’ clauses/provisions.

Basis of the contract provisions

Except as outlined above, we have not made changes in our
policies to reflect the remedies for breach of warranties and other
terms designed to reduce particular types of risk; such changes will
be implied or read into our policies. As stated in the introduction to
this guide, since November 2014 we have been handling claims in
accordance with these principles.

Additionally, under the Act, insurers will no longer be able to rely on the
insured’s non-compliance with a warranty or any other term designed to
reduce a particular type of risk (i.e. terms other than those which define
the risk as a whole) to decline a claim if the insured can show that its
non-compliance with that term could not have increased the risk of loss
that occurred in the circumstances that it occurred.

We have minimised the use of warranties in our policies – the vast
majority of our policies do not contain warranties. In place of warranties,
we use conditions or conditions precedent, where appropriate.

The Act updates the law relating to breach of warranties and
other terms which are designed to reduce particular types of risk.
Under the Act, breach of warranty will now result in insurance cover
being suspended for the duration of the breach, with cover being
re-instated once the breach has been remedied (if that is possible).

Breach of warranties and other terms designed to reduce
particular types of risk

Warranties and terms not relevant to the loss
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These definitions are aligned with the well-established categories of fraud recognised by the courts.

pay a claim.

• suppresses information which the insured knows would otherwise enable the insurer to refuse to

to tell the insurer that the insured has not suffered any loss or damage; or

• realises after submitting what the insured reasonably believed was a genuine claim and then fails

in connivance with the insured deliberately caused; or

• submits a claim for loss or damage which the insured or anyone acting on the insured’s behalf or

• makes a false statement in support of a claim whether or not the claim is itself genuine; or

support of a claim whether or not the claim is itself genuine; or

• uses fraudulent means or devices including the submission of false or forged documents in

• makes a fraudulent or exaggerated claim; or

Our new fraudulent claims clause also sets out what conduct is considered fraudulent under
common law; this includes where the insured or anyone acting on the insured’s behalf:

We have inserted a new fraudulent claims clause into our policies to reflect these changes.

Genuine claims made before the fraudulent act will not be affected.

paid under the policy.

• treat the policy as having terminated from the date of the fraudulent act and retain any premium

that claim; and

• refuse to pay the claim and recover any expenses or sums we have already paid in respect of

The Act clarifies the remedies available to insurers where a fraudulent claim has been made.
Under the Act, where a fraudulent claim is made we may:

Remedies for fraudulent claims
We believe that our fraudulent claims clause provides our
insureds with greater clarity about what they must avoid doing
in connection with a claim. We are confident that our clause
will reduce the risk of unnecessary and costly legal expenses
being incurred in litigating over whether or not a particular act
constitutes fraud within the context of the policy.

The rationale behind our fraudulent claims clause
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The insured may meet its duty if it discloses sufficient information to put a prudent insurer on notice
that it needs to make further enquiries.

The insurer is presumed to know things which are common knowledge or which an insurer offering
insurance of the class in question would reasonably be expected to know.

The insurer will have knowledge of something only if the information is known and readily available
to one or more of the individuals who participate on behalf of the insurer in the decision whether to
take the risk.

• the insurer has waived such disclosure.

• the insurer already knows it, ought to know it or is presumed to know it; or

• it diminishes the risk; or

The insured is not required to disclose a circumstance if:

The insured’s presentation must be reasonably clear and accessible.

• not misrepresent any material facts.

should have been revealed by a reasonable search of information available to the insured); and

• disclose all material facts which the insured knows or ought to know (including information that

The insured is under an obligation to:

The duty of fair presentation of the risk

Key elements of the Act

In accordance with the Act.

Zurich’s approach

Summary of Zurich’s approach to the Act
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paid under the policy.

• treat the policy as having terminated from the date of the fraudulent act and retain any premium

• refuse to pay the claim and recover any expenses or sums we have already paid; and

Where a fraudulent claim is made the insurer may:

Fraudulent claims

Insurers will no longer be able to rely on non-compliance with any term of the policy (other than a term
defining the risk as a whole) to decline a claim if the insured can show that its non-compliance with that
term could not have increased the risk of loss that occurred in the circumstances that it occurred.

Breach of warranty will suspend the insurer’s liability under the policy. Cover will be reinstated once
breach has been remedied.

Basis of the contract clauses prohibited.

Warranties and terms not relevant to the loss

• proportional reduction of claim payments.

• varying the terms of the contract; and

• avoidance;

If the insured’s breach of the duty of fair presentation is not deliberate or reckless, the remedy
available will depend upon what the insurer would have done had the risk been fairly presented.
These remedies include:

The insurer may avoid the policy if the insured’s breach of the duty of fair presentation is deliberate
or reckless.

Remedies for breach of duty of fair presentation

Key elements of the Act

Summary of Zurich’s approach to the Act (continued)

In accordance with the Act, although we
have set out what conduct is considered
to be fraudulent under the common law.

In accordance with the Act.

In accordance with the Act,
other than in respect of our opt-out
of the proportionate reduction of
claim remedy in favour of charging
additional premium and paying any
claims in full.

Zurich’s approach
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The law commission gave the example of a valve manufacturer which
actually made ‘specialist valves used in safety mechanisms for the
petrochemical industry’. Reference to ‘specialist valves’ or a list of the
company’s customers should be disclosed in order to put a prudent
insurer on notice to make further enquiries.

Of course, there are types of information only an insured would know
which could put a prudent insurer on notice to make further enquiries.
Insureds and their brokers need to consider how information is gathered
and drawn to the attention of insurers.

specialisms or particular hazards the organisation handles, produces,
supplies and/or any particular concerns which led the insured to
seek cover.

• Gather risk information in a concise format and consider any

if the facts have changed, that a reasonable search is conducted with
the engagement of senior managers, risk managers or those
responsible for arranging the placement of insurance and any other
persons you deem relevant.

• We recommend that the information on existing files is tested to see

We take a proactive approach to risk information and we will continue to
work with all relevant parties to gain a good understanding of the risk.

Zurich will be reviewing presentations in line with the Act. At present it
is unclear how the courts will interpret the Act and precedents will be
set in future case law. Until that time our current recommendations are
as follows:

technical terms

• they understand every aspect of the presentation, especially any

provided, particularly any information that the insured has highlighted
as significant or noteworthy

• they have any questions in light of the information the insured has

For example, upon receipt of the risk presentation our underwriters will
typically consider whether:

Risk information

Fair presentation of risk

Zurich’s approach to underwriting
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c) has ever been the subject of a winding-up order or company/
individual voluntary arrangement with creditors; or been placed
into administration, administration receivership or liquidation.

require the ‘underlying’ claims experience to assess the risk

• Existing and/or previous insurer’s and broker’s history

• Reason for marketing (including any expiring terms applying)

• Where a substantial deductible or aggregate stop applies we

b) has ever been convicted of, or charged (but not yet tried) with
any criminal offence other than motoring offences that are spent
under the Rehabilitation of Offenders Act 1974

a) has ever had a proposal or renewal for insurance declined or
cancelled; a policy avoided, withdrawn or suspended, or special
terms imposed by any insurer.

in the business:

• If any owner, director, business partner or family member involved

over and above the norm for that industry or sector. We appreciate
this is very general but we need to ensure that we understand all
aspects of the different trade processes and products our insureds
could be involved in

• Are there areas of the insured’s business which bring increased risk

improvements requested by previous insurers

• Insured’s approach to managing risk and any outstanding risk

amount and details of any changes to the excess/deductible history
including any application of average or proportional settlement

• Incidents, losses and claims history including date/details of loss/

• Location of risks

and processes. Generic terms such as ‘builders’ or ‘engineers’
need to be expanded

• Business or trade with full details of any operational activities

• Renewal date

• Insured’s registered address and risk addresses

collaboration with other organisations

• Acquisitions, disposals or reorganisations or in the public sector,

Generic information (examples):
• Insured name (including registered and trading name(s) and any
subsidiary companies)

Whilst the exact details vary for each customer and some of the following will not be relevant for some of our customers, we highlight
in this guide some examples of our generic requirements at quotation. This information is for guidance purposes only.

Zurich’s approach to underwriting (continued)
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The following are our general guidelines for some
of our lines of business quotations. Again, these
are for guidance purposes only. The exact details
may vary for each customer, and some of the
following may not be relevant for some customers.

Whilst we are able to set out our generic
information requirements in the previous section
of this guide, any material fact that may influence
an underwriter’s assessment of the risk should be
disclosed. To reiterate, a ‘material fact’ would
be a circumstance or representation that would
influence our judgement in determining whether
to take the risk and, if so, on what terms.

Risk specific (examples):
The Act has been designed to be flexible and
apply to small and very large organisations.
It has therefore provided insureds and insurers
with a framework to achieve Fair Presentation
of Risk rather than a prescriptive definition.

extensions, if any, to our standard wording.

• Level of cover (perils) and limits required including

(including details/values of computer equipment/
non ferrous metals/etc)

• Sums insured/estimates/maximum indemnity period

information relevant to the business/trade and/or the
claims experience.

• Health & Safety information – prosecutions by the HSE,

reorganisations within the insured, major changes to
operational activities (e.g. the use of new technology
or outsourcing)

• Corporate changes – acquisitions, disposals or

to our standard wording, offshore extension, levels of
excess or deductible, if any
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Zurich Municipal customers in excess of 500 employees.

permit systems/waste removal/external storage
arrangements/high piled storage/smoking/electrics

• Cover requirements – indemnity limit, extensions, if any,

• The locations which have employees in excess of 100 or for

• Housekeeping details – including details of hot work

• Storage heights

• The number of employees at the largest location

manual etc.

• The number of employees by activity or by clerical,

• A breakdown of the wageroll by activity

proportions/percentage of the business for each activity
are required

• Where there are differing activities undertaken the

Employers liability
• Activities on offshore installations or activities carried
out overseas

• Type of goods stored and materials used

• Fire protection and sprinkler protection details

signalling-bell only/digicom/redcare/other)

• Security details (including intruder alarm protection/

occupancy to date/the anticipated period of occupancy)

• If any premises are unoccupied (detail the period of

Property risks
• Construction including details of walls/roofs/floors/
floor area If there is multi-tenure (detail the number and
trades of all tenants)

Zurich’s approach to underwriting (continued)

Although the fair presentation of risk obligations also apply at renewal,
there is no need to repeat disclosures given during the previous term unless
any material facts have changed.

Some of the above sections may not be relevant to some customers
e.g. large portfolio or municipal/charitable customers. If in doubt we
recommend that you disclose the information or contact your local
Zurich underwriter to discuss further.

• Foreign travel.

• Cover requirements including current and historic excess levels

to driving licences etc

• Driver details e.g. young drivers, convictions, medical conditions pertinent

• Confirmed claims experience as provided by current/previous insurers

bus or coach, motor trade, public emergency service vehicles (blue light),
rail vehicles

• Other uses e.g. self drive hire, foreign embassy and consular risks, taxi hire,

or substances

• Vehicles carrying corrosive, toxic, explosive or inflammable goods

and goods carried.

• Use of vehicles, including exposure in hazardous locations such as airports,

air cargo/forwarding/shipping agents, airline and airport operators, airport
baggage handlers etc

• Use of vehicles including details of any airside risks e.g. air charterers and

Motor fleet risks
• Vehicle schedule including vehicle type and vehicle modification details

Zurich’s approach to underwriting (continued)
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Any decision we make following the discovery of a material
non-disclosure or misrepresentation will be supported by
thorough analysis and appropriate input from our claims and
underwriting teams.

Following a comprehensive investigation, the Senior Claims
Technician will then recommend the appropriate action to
be taken and contact the loss adjuster/broker (if applicable)
and the insured to discuss the matter. Our underwriters will
also be involved in the process, particularity when we consider
whether we need to apply additional terms and/or charge
additional premium.

Where we suspect or discover that an insured has made a
material non-disclosure or misrepresentation, each case is treated
very seriously and a referral is made to Senior Claims Technicians
to investigate the matter.

In November 2014, we reviewed and updated our claims
handling processes to ensure full compliance with the Act.
We are committed to paying valid claims in order to put our
customers in the position that they were in prior to the loss.
This approach is recognised in our Claims Commitment
document and our reputation for claims handing.

Zurich is committed to treating its customers
fairly; we do not decline claims by relying on
draconian legal remedies. We see the Act as
updating the law to reflect this best practice.

Zurich’s approach to claims
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Q Are you reviewing and amending Policy Wordings and
Statement of Facts?
Yes. We are undertaking a comprehensive review of all our UKGI
Commercial Insurance Policy wordings and system documents.

Q Is Zurich intending to issue ‘Notice to Policyholders’ for each
renewal, outlining your approach to the Act?
Yes. A Notice to Policyholders for Commercial Insurance contracts will form
part of our revised documentation.

Q How will Zurich manage Delegated Authority schemes in respect
of obtaining a fair presentation of the risk?
We will carry out ongoing management reviews to ensure that the schemes
are compliant with the Act.

Q How will Zurich decide what information it already holds?
We will be deemed to know information from one term to another
(i.e. we will not need to ask the same information at each renewal).

We will continue to review our processes and make improvements
wherever necessary.

Q Are you intending to amend underwriting guidelines?
We do not envisage a great deviation from existing underwriting procedures.
We have always endeavoured to gather full underwriting information before
quoting and this will remain unchanged.

Q Have you previously communicated externally that you will be
Insurance Act compliant?
Yes. We released a communication in November 2014 confirming the
alignment of our claims process with the Act. However, we are contracting
out of the proportional settlement remedy in favour of charging
additional premium.

Frequently asked questions

Q How can we access further assistance?
We are happy to call or meet to talk through our position and answer any
questions you may have. Please contact your local Zurich representative.

Q Can Zurich rely on more than one remedy for a breach of our
‘Fair Presentation of Risk’ clause?
Yes. We can apply different terms to the policy as well as charging
additional premium. Of course, these remedies will apply in circumstances
where our right to avoid the policy does not apply.

Q If you are going to contract out how do you intend to make this
transparent to the Broker and Customer?
Our position will be promoted within the insurance press and each quotation
and renewal invitation will explain that we are contracting out of the
proportional settlement remedy in favour of charging additional premium.

For follow lines, excess layers, scheme and other bespoke wordings we will
follow the wording of the primary/lead insurers etc. Our position will be
made clear in the pre-bind documentation.

Q Will you contract out of any parts of the Act?
All of our policies will be interpreted in accordance with the Act, except
when we apply our additional premium approach. We are confident that,
in the vast majority of situations, our additional premium approach will be
more favourable to our customers when compared to the proportional
settlement remedy under the Act.
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Our FCA Firm Reference Number is 203093.

Zurich Insurance plc is authorised by the Central Bank of Ireland and subject to
limited regulation by the Financial Conduct Authority. Details about the extent of
our regulation by the Financial Conduct Authority are available from us on request.
These details can be checked on the FCA’s Financial Services Register via their
website www.fca.org.uk or by contacting them on 0800 111 6768.

Zurich Insurance plc

Zurich does not accept any responsibility or liability for any loss to any person acting or
refraining from action as the result of, but not limited to, any statement, fact, figure or
expression of opinion or belief contained in this document. You should consult a suitably
qualified lawyer to advise you on any specific legal problem or matter.

This document is intended for general information purposes only and does not constitute
legal advice. While care has been taken to ensure the accuracy of the information,
no entity member of the Zurich Insurance Group accepts any responsibility for any
errors or omissions.

