
I found the report on the roundtable 
discussion of Professional Indemnity 
Insurance in the 8 June edition of the Law 
Society Gazette an interesting read. There 
were a number of solid points arising from 
the discussion that are worth repeating. 
These include the following, with my own 
comments added: 

• The solicitors’ insurance market appears to be   
 stabilising and is more benign than prior to 2013;

•  The number of unrated insurers is falling away.   
 In my view this is mainly the result of lenders   
	 threatening	to	remove	firms	from	their	panels	if												
      their insurers are less than A rated: another   
 instance of others doing the SRA’s job for them;

•  The Law Society suggested it had been a good year,  
 but urged caution – a little fence sitting here, I   
 think;

•  There is economic value in a good claims handling   
 service (I comment below on this);

•  Fewer firms are indicating that they buy on price,   
 down from 58% to 21%. Myself, I don’t believe a   
 word of it!

•  Firms are carrying out their own risk analysis and   
 focusing on specific training requirements. I agree   
 this is very commendable but it may be beyond   
	 the	resources	of	many	smaller	firms;

•  There is heightened awareness of the importance         
       of IT security. And I say: excellent, but let’s       
  not get carried away – it is a simple question     
 of protecting your client data. There are    
 plenty of relatively cheap products on the market  
 designed to deal with this     
 and your indemnity policy does provide cover   
 for any third party claims;

•  Insurers’ proposal forms are too long and seek        
      a lot of irrelevant information. I agree, but do not   
 see much improvement around the corner;

• The SRA’s very late move to tinker with the   
 minimum terms was doomed to fail. As I    
 have said before, not only was the timing wrong,   
 but the whole concept was ill-thought through.    
	 Most	claims	settled	within	the	first	£500,000	of		 	
 cover, with defence costs in addition.  Which   
 actuarial genius thought that any meaningful   
 premium saving could be achieved by reducing   
      the minimum limit of indemnity to level that   
 would still cover practically all of the claims? It   
 was never put to the test but the cost to top-up   
 to a limit acceptable to clients (the people the   
 cover is supposed to protect) would have far   
 outweighed the negligible savings;

• It was suggested that exclusive arrangements tend  
 to fail and cause market dysfunction. All I can say   
 is that there is no such thing as a truly exclusive   
 deal.

Some good interesting points.  However, I do think the 
panel was a little lacking in representation by front-line 
retail brokers, who have the greatest awareness of the 
practical difficulties involved. The perception of the 
market on the part of those actually sitting round the 
table may have been a little more relaxed than that of 
those charged with actually placing cover on behalf of 
firms.

I think it is important to pick up and expand on some 
insightful comments made by Frank Maher of Legal 
Risks.  Frank says: “Where the difficulties arise are the 
small firms with the large claims.  I don’t think that 
when the profession voted to end SIF, it really foresaw 
or thought through the impact that the open market 
would have for a small firm.”  

A small firm may have one or two claims which are 
disproportionate to the premium paid and the firm 
is then viewed as a poor risk by the Insurer.  Insurers 
should do more to segregate the good from the bad 

and take a different approach to each. It is not good 
for the profession if insurers keep firms that are 
guilty of bad practice afloat by providing affordable 
(but economically unviable) cover, but it is worse 
for insurers to put good firms out of business by 
demanding excessive premium.

This particular problem can become magnified if 
insurers effectively bully smaller firms into settling 
rather than defending claims, and then condemn 
those firms to oblivion with increased premium at 
renewal.  This is a concerning trend, and is indicative of 
insurers prioritising their own interests.

Small firms in particular, which make up about 50% of 
the total firms in England and Wales, have to start the 
renewal process early and be more demanding of their 
insurance broker.

Any broker can bash a proposal around the market 
to a dozen or so insurers and claim credit for their 
efforts.  Fewer are inclined to bother analysing the 
information contained within the proposal form, or 
have the expertise to do so, in order to provide good 
advice to their client and ensure that what is submitted 
to insurers shows the firm in its best possible light.  
You should make sure that your broker is one of the 
latter!

It would be remiss of me not to mention that MFL 
Professional is one of the latter, and we are more than 
happy to undertake an analysis of your risk exposures.

A thought for the day.  Many firms would be surprised 
to learn the true price they pay for certain of their 
activities.  Insurance rates for conveyancing work can 
be as high as 15–20% of revenue.  Some firms might 
want to consider whether the work is worthwhile, and 
if those costs reflect the perceived risks. 

Our contact details are below and we hope to hear 
from you.
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