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This document explains the approach Covéa Insurance is taking to incorporate the changes being made as a
result of the Insurance Act 2015 (the “Act”) and how these changes affect you and your customers.
The Act is the most significant update to commercial insurance law since the beginning of the 20th Century,
completely overhauling legal principles set by the Marine Insurance Act 1906. The Act is the conclusion of lengthy
legal reviews by the Law Commission, the insurance industry and its customers. The changes, mainly affecting
commercial contracts (non-consumers), are designed for a modern insurance market and have been designed to
reflect best practice in the UK insurance sector.
Whilst the Act will apply to UK insurance contracts incepted, renewed or amended on or after 12th August 2016,
we have already started to manage commercial claims in accordance with the new principles. Like many insurers,
we are committed to the Act and its aims and do not intend to opt out of any of the Acts provisions.

What have we done in readiness for the Act?
We have reviewed all of our policy wordings and documents to ensure they are compliant with the Act.
Policyholders will either receive an updated policy wording or a Notice to Policyholder with their renewal
documents setting out the changes being made to their existing policy wording.
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What are the changes?
The Act makes a number of changes in the following areas:

Basis of Contract Clauses
These have been abolished under the Act. All references to basis of contracts
have been removed from our policy documents.

Warranties
Currently a breach of a policy warranty allows the insurer to avoid any
liability under the policy from the date of the breach and insurers were
permitted to void liability where the breach was not relevant to a loss.
The Act changes this so that cover is only suspended until the policyholder
remedies the breach. Additionally, a breach of a warranty that is not
material to the loss has no effect on the insurer’s liability.
Covéa Insurance has removed warranties from all policies.

Conditions Precedent
The Act still allows the use of conditions precedent where they reduce the risk of a loss occurring for all parties.
However, insurers will not be able to rely on conditions precedent where the breach is entirely unconnected
with the claim.
We will not deny a claim where a policyholder can show that the breach did not cause or contribute to the loss.

Fraudulent Claims
The Act sets out the remedies available to an insurer
in the event that a fraudulent act is committed.
If the customer exaggerates, makes a fraudulent claim
or submits fraudulent documentation, the insurer can
terminate the policy from the point the fraudulent act
is committed.
Insurers will be liable for genuine claims arising prior
to the fraudulent act being committed.

We are amending our Fraud Condition in line with the remedies available under the Act.
Where Fraud is identified:
• We will not pay a claim
• W
 e will terminate the policy from the date of the fraudulent act
• W
 e will recover monies already paid out in respect of the claim
• We will retain the premium

What are the changes continued...
The Act makes a number of changes in the following areas:

The duty to make a fair presentation
The current law requires the insured to disclose all “material
facts”. These are facts that a prudent insurer would consider
in their overall assessment of a risk. Failure to disclose all
material facts can allow an insurer to void the policy,
treating it as though it never existed.
The Act replaces the current duty of disclosure with the duty
to make a “fair presentation of the risk”. The intention is that
the policyholder and their broker should disclose all relevant
information available to them before the insurance contract
or any change in cover starts.
The duty is met if all material facts are fully disclosed by the
policyholder, or sufficient information is provided to put the
Insurer on notice to ask further questions.

We are amending our policy wordings to include a “Fair Presentation of Risk” condition. This makes
it a policy condition for the policyholder to make a fair presentation of the risk at the start, before any
changes and prior to the renewal of any policy.

Remedies for breach of the Fair Presentation of Risk condition
We are adopting the provisions of the Act and therefore also adopting the remedies laid down
in the Act as follows;
• I f a policyholder deliberately or recklessly fails to make a fair presentation of risk, we will avoid the policy
and retain the premium.
• I f the failure is not deliberate or reckless then the remedy applied must be proportionate and based on what
the insurer would have done had it received a fair presentation of risk, thus:
- If we would not have provided cover, we have the right to avoid the policy and return your premium
- If we would have provided cover on different terms had we received a fair presentation of risk,
we have the right to:
		

~ Reduce proportionately any claim amount paid, by comparing the premium paid against
the premium that should have been paid had we received a fair presentation of risk.
(For example, if the premium which the Insured actually paid is 70% of the premium
we would have charged, we will only pay 70% of any claim).

		

~ Treat the policy as if it had different terms (other than premium) applied. For example,
we may apply a higher excess.

What should brokers be considering?
All of our underwriters have been briefed on the Act and will review risk presentations in line with the new legislation.
Our underwriters will ask relevant additional questions on individual risks, but as in the past, we would suggest that for
the avoidance of doubt as to whether a matter is material or not, it should be disclosed.
We recommend that brokers review existing cases to see if facts have altered and that senior managers, risk
managers or those responsible for insurance placement within the Insured’s organisation are engaged in order
to validate that information.

Free BIBA Insurance Act Guides to help you further...
BIBA have recently launched some helpful guides on the Insurance Act to assist brokers in ensuring
they understand the implications of the Act and to help their customers meet their obligations in
providing a “fair presentation”.
These guides can be downloaded by members from the BIBA website, www.biba.org.uk

Electronic Trading - Fair Presentation Guarantee
With the Act coming into force soon, many brokers are well
advanced in understanding what the Act could mean for them
and their customers. Many have been asking questions specifically
about ‘duty of disclosure’ and electronically traded business.
We have been making changes to our electronically traded
products, our question sets and our trading platforms over recent
months. We have been busy refreshing and enhancing all of
our wordings, making them Insurance Act compliant in time for
August 2016.
With many brokers trading online this brings added complexity
to the process of the customer and broker providing insurers with
all the information they need to underwrite risks. We want to help
make this as simple as possible.
To do this, we’ve introduced a ‘Fair Presentation of Risk
Guarantee’, which means that provided you answer our online
questions and assumptions accurately, we will accept that as a
fair presentation of the risk.

In Summary
•
•
•
•
•

We will not be opting out of the Insurance Act
We have removed all warranties and basis of contract clauses
We will be asking for fair presentation of all risks
For electronically traded risks, we will be operating a Fair Presentation of Risk Guarantee
We will not repudiate a claim where a policyholder can show that the breach did not cause
or contribute to the loss. We will apply the remedies outlined in the Act if non-disclosure applies.
• Where Fraud is identified, we will not pay a claim and will terminate the policy.
Any questions? See our FAQ’s on the next page.

FAQ’s
Q. Will Covéa Insurance be ready for the Act?
A. Y
 es. Our Claims department are already embracing the Act when managing current claims and we are well
advanced in amending all of our policy documentation ready for the 12th August 2016. If for any reason your
policy does not refer to the Insurance Act, we will apply the benefit of its terms to your policy.

Q. A
 re Covéa Insurance planning to “opt-out” of any of the principles of the Act?
A. N
 o. Other than where necessary for specific individual cases or where we ‘follow’ on any co-insurance
arrangements, Covéa Insurance are not planning to “opt out” and expect the new legislation to apply in full to
each policy.

Q. Will premiums change after 12th August 2016?
A. T
 his is unlikely in most circumstances, but if further material information is disclosed then that could affect the
premiums we charge.

Q. Will Covéa Insurance be amending underwriting guidelines?
A. W
 e do not envisage much change from our existing procedures as we have always tried to obtain full information
before quoting. We will continue to review our processes and improve where it is appropriate.

Q. How will Covéa Insurance deal with delegated authority business and schemes?
A. W
 e are working with our many partners and scheme holders to make the necessary changes to their bespoke
wordings and documentation to ensure compliance with the Act.

Q. W
 ill Covéa Insurance consider the payment of an additional premium to have a claim
paid in full as an alternative approach in those circumstances where Covéa Insurance is
entitled to proportionately reduce a claim payment?
A. Charging a higher premium is not a remedy available to insurers under the Act.
O
 ur standard approach will be to apply the remedies that are available to us, as set out in our Fair Presentation of
Risk condition. However, we will continue to adopt a sensitive and fair approach when dealing with any claim and
there may be exceptional circumstances where collecting an additional premium and paying the claim in full is an
appropriate response.
W
 e do however expect to apply this approach to Employers’ Liability claims, in order to meet the statutory
obligation to compensate an injured employee in full.

Who should I contact to obtain further information or assistance?
Please liaise with your usual Covéa Insurance Regional Development Manager or Underwriter.
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