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I N T R O D U C T I O N

FUTURE 
FOCUS

As the Society of 
Claims Professionals 

reaches its  
1st Anniversary, 

James Moorhouse 
reflects on a 

successful year 
and looks to the 

opportunities 
of 2020

With 2020 upon 
us, now seems 
an appropriate 
time to look 
back at the past 
12 months to 

see how far we have come. 
The Society of Claims Professionals 

was launched in January 2019, 
meaning we are now celebrating our 
first anniversary. In this short time, 
the CII has managed to give new life 
to the former claims faculty, turning 
it into a truly claims-focused resource 
for its members. 

The second year will see the Society 
continue to add to its growing library 
of content, looking at topics of 
interest to our members, as well  
as exploring issues surrounding  
the profession.

With the Financial Conduct 
Authority soon to publish the results 
of their consultations on vulnerable 
customers, there will be a greater 
focus on how to provide a better 
service throughout the whole 
insurance process. The ‘one size fits 
all’ approach is quickly becoming 
outdated. Hopefully the results from 
the consultation will shed light 
on some of the unique risks and 
requirements across our wide range  
of customers.

 
B U I L D IN G  T RUST
Improving better outcomes for 
customers will be a priority in 2020, 
where claims handlers will play an 
integral part in demonstrating why 
the public should trusts insurers. With 
the Senior Managers & Certification 
Regime (SM&CR) now in effect, 
accountability now lies with senior 
members of staff. By influencing a 
positive working culture, this should 
in turn influence working practices 
from the top down, all the way to the 
customer. By demystifying the role of 
insurers, a greater sense of trust will 
be placed on us when a claim is made.

As well as providing 
good practice guidance 
on emerging topics, 
the Professional Focus 
conference series will also 
continue to encourage 
better working practices 
while highlighting subjects 
affecting the market. 

However, none of this would 
be possible without input from 
our members. To find out what truly 
matters to you, we encourage you to 
contact us via email or social media. 
This is your Society and we want  
to hear from you about what  
matters most.

For more information, email:  
info@socp.org.uk or follow us on 
Twitter at: @ClaimsSociety ●

 
James Moorhouse is content manager of 
the Society of Claims Professionals
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The new initiative that aims to secure sites 
before trespassers set up illegal camps

YOU SHALL 
NOT TRESPASS 

gained access to a client’s premises 
in Enfield, North London. Using the 
T-Trak initiative, further intel was 
gathered by VPS and indicated that up 
to 100 squatters were on the move in 
the region. The security presence was 
increased immediately and multiple 
attempts to gain access throughout 
the night were prevented.

“Since putting this initiative to the 
test, we have had some great feedback 
from clients about the speed of the 
response and the time it has given 
them to put in place additional extra 
security measures temporarily, until 
the trespassers have moved away,” 
says Jose Rosa, VPS Security Services 
guarding and alarms manager. “It has 
shown how useful it is to collate all 
the intel together and pass that on  
to customers.” ●

An initiative that 
helps identify 
sites at risk and 
then secure 
them before they 
become occupied 
by unauthorised 

trespassers camps, has been 
successfully trialed and launched by 
the property security specialist, VPS.

Data for all break-ins and attempted 
security breaches on the 30,000 
UK-wide premises that VPS looks 
after is analysed, then combined 
with additional information from 
social media, crime reports, traveller 
reports and council websites. VPS 
collates and develops the results 
to provide advanced intel as and 
when the encampments move on, 
enabling them to map the next likely 
‘hotspots’, warning their customers of 
potential unauthorised encampments 
and trespassers arising in their region.

VPS, who work alongside claims 
professionals across the home 
emergency insurance sector, carry 
out 116,000 site inspections annually 
across the UK and their video 
monitoring centre receives 42,000 
alarm calls weekly. Its guarding and 
response team collate all that data and 
map it to detect specific ‘hotspots’ of 
trespasser activity.

The VPS Trespasser Tracking 
Advanced Knowledge (T-Trak) 
initiative helps landowners and 
property managers to avoid the costly 
removal and clear-up of temporary 
encampments, which can run into 
tens of thousands of pounds at a time.

A UK government report published 
in 2019 recounted significant 
problems created by unauthorised 
encampments, including criminal 
activity and costs once the 
encampment has moved on, 
estimated to be tens of millions of 
pounds annually to local authorities 
and private landowners.

One example cited 200 
unauthorised settlements in just one 
borough during the last three years.

 

INCREASED RISK
T-Trak was first  tested in early 2019 
at the Appleby Horse Fair, Europe’s 
biggest horse trade gathering, hosting 
around 30,000 attendees. By sharing 
their collated intel with clients, 
VPS could assist them to mitigate 
the temporarily increased risk from 
unauthorised trespassing.

Movements of encampments were 
tracked across the UK as they headed 
towards the Fair, allowing VPS to alert 
customers with properties within 
50 miles of the expected routes. 
Advanced warning meant short-term 
enhanced security measures could 
protect clients' properties at times of 
increased vulnerability.

In another example, two security 
guards and dog handlers were sent 
to a site after three squatters had 
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European insurers 
paid out €1 069bn in 
claims and benefits 
to insureds in 
2018, according to 
Insurance Europe. 
That is equivalent to 

2.9bn per day and represents a  
3.1% increase on 2017, according to 
the latest edition of Insurance Europe’s 
Key Facts booklet.

According to the booklet, which 
contains preliminary figures for the 
European insurance market in 2018, 
life insurers paid out €705bn — a  
2.6% increase — in benefits to 
insureds, providing them with capital 
and/or annuities. 

Property and casualty (P&C) claims 
paid increased by 5.6% to €253bn  
and health claims paid increased by 
4.0% to €111bn. 

GE
TT

Y

European direct gross written 
premiums amounted to €1 311bn 
in 2018, of which €764bn were life 
premiums, €407bn were P&C and 
€140bn were health. Total premiums 
increased 6.2% on 2017, with life 
premiums growing 6.7%, P&C 5.7% 
and health 4.8%. An average of €2 170 
per capita was spent on insurance in 
Europe in 2018, compared to  
€2 049 in 2017. Of the per capita spend 
in 2018, €1 264 was on life insurance, 
€673 on P&C and €232 on health. 

Looking specifically at the UK, the 
Association of British Insurers’ latest 
figures date mostly from 2017, from 
where it reports that UK insurers paid 
out £29m daily to motorists, split 
between £21.7m for domestic claims 
and £7.3m for commercial claims. 
Overall, it said there was 98.4% 
acceptance of claims.

According to the Insurance Europe 
figures, the UK was the 10th highest 
in terms of motor related claims paid. 
The country paying the most out for 
motor claims was Luxembourg, while 
the country where the fewest motor 
claims were paid was Latvia.

For property covers, the UK was the 
fourth highest in terms of payouts, 
according to Insurance Europe. The 
ABI said insurers paid out a total of 
£14.3 m per day in property claims,  
of which £7.8 m was for domestic 
claims and £6.5m related to 
commercial claims.

In terms of travel insurance, 
insurers paid out £1.1m a day, totalling 
£385m including some 510,000 claims 
for travellers who needed help while 
still abroad. This was split between 
£201m for emergency medical cover 
and £145m for cancellations.

Liability claims cost the insurance 
industry £7.5m per day in claims, 
of which £1.57m was for employers’ 
liability related claims.

Trade credit claims amounted to 
£617,000 per day from just under 
13,000 policies sold that year, while 
pet insurance claims totalled £2.1m 
per day, with an average claim cost of 
£757 and around 3.8 m customers. ●

An avergae of €2 170 per capita was spent on insurance in Europe in 2018, compared 
to €2 049 in 2017. Of the per capita spend in 2018, €1 264 was on life insurance, €672 
on P&C and €232 on health.

 
 

European insurers paid out €1 069bn in claims and benefits to insureds in 2018,  
a 3.1% increase on 2017. Life insurers paid out €705bn — a 2.6% increase — in 
benefits to insureds, providing them with capital and/or annuities. P&C claims paid 
increased 5.6% to €253bn and health claims paid increased 4.0% to €111bn.
 
Source: Insurance Europe
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Often insurers feel they only receive negative 
reports from the media but here, we take a look 

at the success of the insurance profession via the 
numbers and value of claims paid

CLAIMS PAID 
RISE ACROSS 

EUROPE
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At an Insurance 
Fraud Taskforce 
meeting in 
February 2015, 
Professor Philip 
Rawlings asked 
the billion-dollar 

question: ‘How come detected 
insurance fraud is always more-or-
less £1.3bn per year?’ The unresolved 
question is why this amount has 
remained stable though the years, 
despite the rise of counter-fraud 
techniques promising to change the 
way we detect fraud, and significant 
legal and practical changes. 

This is not easy to answer, because 
the mechanism for measuring 
insurance fraud is not entirely 
transparent. The suspicion is that the 
data merges different categories of 
insurance fraud in a way that reduces 
its accuracy.

Essentially, there are two variables 
at play here:
(1) The number of fraudulent claims; 
and
(2) The value of each claim.

As far as I can tell, the industry is 
managing as best it can to estimate 
(1), but not doing a great job in how 
it reports (2). The current Association 
of British Insurers (ABI) guidance is 
certainly more nuanced than in the 
past and recognises the uncertainty 
around this calculation. This is 
significant because insurance fraud is 
often reported as an aggregate figure: 
the sum total of insurance fraud. The 
£1.3bn figure is repeated in court rooms 
and in Parliament as a basis for action. 

We need to get the message right.
Take a classic case, litigated all the 

way to the Court of Appeal, to show 
the issue. In AXA General Insurance Ltd 
v Gottlieb, the insureds had a series of 
genuine claims for property damage 
to their home. Two of the later claims 
were ‘padded’ by the addition of 
fraudulent elements. The indemnities 
paid before any fraud amounted 
to £72,400. To this was added two 
substantial fraudulent elements: 
£16,250 fraud claiming alternative 
accommodation whilst dry-rot 
repairs were completed and a forged 
invoice for £1,200 (claiming to be 
work carried out by an electrician).

The answer in law is clear, if you 
seek to recover more than you are 
entitled to do, you lose the whole 
claim. That remedy is replicated in 
section 12 of the Insurance Act 2015. 
It is unquestionable that Mr & Mrs 
Gottlieb get nothing. But how would 
we report this for the purposes of 
fraud data? Is the ‘fraud’ the total 
claim submitted (honest + fraudulent 
parts, £89,850) or the fraudulent 
elements alone (£17,450)?

This matters because these are two 
very different things. I suspect that in 
many cases the total value of the claim 
is reported and that goes to make up 
the £1.3bn figure. But that is not the 
level of the fraud, it is the amount of 
insurance business tainted by fraud. 
This would mean that a £1,000 fraud 
on a £100,000 total claim would make 
the figures worse than a £25,000 fraud 
with no underlying honest claim. That 
cannot be right.

 
HOW TO REPORT CONTRIBUTORY 
FRAUD
We might solve the problem in Gottlieb 
by recording two sets of figures. 
The fraudulent elements we could 
properly call insurance fraud. The 
larger figure is the ‘business touched 
by insurance fraud’ and it gives us a 
useful sense of how widespread the 
issue is, even if not a picture of how 
deep the criminality goes. But this is 
not a perfect solution. It does not help 
us where the insured does not claim 
more money but lies to get a faster 
payment or to avoid difficult questions 
of proof. These kinds of lies might 
not always be treated as insurance 
fraud by the courts, but would still fall 
within the ABI figures, which uses a 
different test.

We can again use a litigated case 
to show the issue. In Sharon’s Bakery, 
the owners submitted a forged 
sales invoice to show ownership 
of machinery damaged in a bakery 
fire. The policy contained an express 
fraudulent claims clause: “If any 
claim upon this policy shall be in any 
respect fraudulent or if fraudulent 
means or devices be used by or on 
behalf of the insured to obtain any 
benefit under the policy […] all benefit 
under this policy shall be forfeited”.

The judge made clear (at [70]) that 
this was an honest claim supported by 
fraudulent evidence:

‘this is not […] a case in which the 
insured is dishonestly advancing a 
claim under the insurance policy to 
which it knows it is not entitled […] 
[T]here was valuable equipment in 
the premises, which were used as an 
operational wholesale bakery business. 
There was a fire on 8 June 2008, 
which caused extensive damage and 

James Davey digs deeper into counter-fraud 
techniques and the data behind the statistics

HOW MUCH FRAUD IN INSURANCE FRAUD? 
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no evidence of arson. On its face, 
the claimant’s claim is a perfectly 
legitimate one for reinstatement and 
business interruption indemnity 
under the policy’.

Nonetheless, on the law at the 
time (and today, on the basis of the 
express clause) the entire claim is 
rendered null and void by the use 
of the forged document in support 
of the claim. This was a claim for 
around £400,000. Do we treat 
the entire claim as ‘fraud’ for the 
purposes of the fraud figures? The 
judge confirmed that there was a 
valid, insured loss for that amount. Is 
the level of reported fraud then zero?

 
HOW MUCH FRAUD IN 
I NSU RAN C E  FRAUD?
The search for a clean, single figure 
to splash across press releases is 
a problem. Insurance fraud is not 
one thing, but many. Collating 
the figures so that deliberate arson 
appears alongside valid claims 
supported by forged documents 
will always mislead. This 
might not matter if 
the figures were 
only part of the 
rough and tumble 
of insurance 
politics, but 
judges are 
citing these 
figures to justify 
sending people to prison.  
It is time for lawyers and  
the insurance industry to be 
more careful when describing 
the levels of reported 
insurance fraud.

This is an amended version 
of a speech given to British 
Insurance Law Association ●

HOW MUCH FRAUD IN INSURANCE FRAUD? 
James Davey is professor of Insurance 
& Commercial Law at the University 
of Southampton and deputy president, 
British Insurance Law Association
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Criminal damage includes issues 
such as vandalism, graffiti and even 
arson.  There were more than 51,500 
investigations into criminal damage to 
properties recorded in just the first six 
months of 2019. 

Meanwhile, figures for the first half of 
2019 show that theft or attempted theft 
now make up one in five (20%) of Policy 
Expert’s accepted home insurance 
claims. This is the highest percentage 
recorded in the last seven years, up 
from 18% in 2018 and 15% in 2013. 

As a result, theft has become the 
insurer’s second biggest source 
of claims, rising above escape of 
water and second only to accidental 
damage. The trend comes as the latest 
government data shows England and 

While times 
are good, the 
numbers of 
burglaries 
across the UK 
tend to fall. 

And, as we carry more of our valuable 
possessions around with us (think 
smart phones), breaking in to steal the 
TV can be viewed as less attractive.

However, recent figures suggest 
insurers are seeing an increase in 
household crimes once more. For 
example, new analysis by Direct Line 
for Business reveals police forces 
across England and Wales investigate 
283 incidents of criminal damage to 
properties every day, the equivalent of 
one every five minutes.  

SAFE AS 
HOUSES?

Wales have experienced a double-
digit rise in overall theft offences from 
2016/17 to 2018/19 – bringing an end 
to a period of declining theft across 
the country. 

Total offences across England and 
Wales have increased by 13% in the 
last two years to 3.75m per year. This 
has been driven by an 8% rise in 
domestic burglary and bicycle theft; a 
14% increase in vehicle-related theft; 
a 17% jump in personal property theft; 
and an 11% increase in other instances 
of household theft.

Sarah Larkin, landlord product 
manager at Direct Line for Business, 
said analysis of the past five years 
insurance claims data reveals the 
number of landlord insurance claims 

Household theft numbers had been declining but, 
as new research reveals, the risk of being broken 

into is once again on the rise, as we report

Seven of the most common dangers that need to be managed for empty properties are:

1. Water ingress, flooding and burst water 
pipes:  Escape of water or flood damage is 
one of the most common types of domestic 
property damage claims. The damage in a 
property that is temporarily vacant can be 
significantly high if it is not known about, nor 
attended to, for some days or even weeks.

2. Fire: Arson accounted for 50% of all fires 
attended in 2017/18 by Fire & Rescue Services 
in the UK - figures that means of the 213,000 
fires attended, more than 100,000 were 
started deliberately. Properties that are 
vacant are easier targets.

3. Fly-tipping: Last year, local authorities 
reported that there were just short of a 
million incidents of fly-tipping, or 2,700 
times daily.  

4. Vandalism and theft: These crimes can 
range from unwanted graffiti through to 
attempted break-ins and thefts, such as 
metal crime. 

5. Squatting: Since 2012, a law made 
residential squatting a criminal offence, so 
squatters now target more vacant 
commercial properties. 

6. Trespassers and urban explorers: 
Anyone who owns, or controls a site, has a 
legal duty of care to protect people on the 
site from foreseeable harm, and this duty 
even extends to people who are trespassing. 
People injured on a site, even if they are 
unauthorised trespassers, can sue the 
owners and managers for negligence and for 
responsibility for their injuries.

7. Neglect: Vacant properties can 
sometimes fall into disrepair just from being 
neglected, with simple maintenance checks 
and repairs unheeded.  
       

Source: VPS

E M P T Y  P R O P E R T Y  R I S K S
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resulting from malicious damage 
has risen by 37%.

Meanwhile, Adam Powell, co-
founder and chief operating officer 
of Policy Expert, suggested 

“As well as evolving policies 
to keep pace with technology, 
rising theft makes it vital that the 
insurance industry gets the basics 
right when assessing risk and 
ensuring customers have the right 
cover for their needs.” ●

● Analysis of landlord insurance claims data 
reveals that vandalism is the cause of a third 
(32%) of malicious damage claims.

● The highest number of incidents of 
malicious damage to property in the first 
half of 2019 were investigated by the 
Metropolitan Police Service, with 6,014 
cases recorded in London. This was followed 
by Greater Manchester Police with 5,170 
cases investigated and West Yorkshire Police 
with 4,207.

● In the past five years the number of 
landlord insurance claims resulting from 
malicious damage has risen by 37%.
Source: Direct Line for Business

D A M A G E  C L A I M S

Source:  Direct Line for Business, 2019

I N V E S T I G AT I O N S  I N T O  M A L I C I O U S  
D A M A G E  A G A I N S T  A  P R O P E R T Y  2 0 1 9

Police force Investigations into malicious 
damage against a property in 2019 

Metropolitan Police Service 6,014

Greater Manchester Police 5,170

West Yorkshire Police 4,207

West Midlands Police 3,697

Cleveland Police 3,686

Lancashire Constabulary 3,024

Staffordshire Police 2,677

Merseyside Police 2,519

Hampshire Constabulary 1,858

Essex Police 1,702
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A series of recent court cases will 
impact claims into the future, both for 
insurers and insureds. Here we precis 

some of the latest verdicts

FROM THE 
COURTS

M A R I NE  IN S URAN CE  FRAUD
� e UK High Court has handed down 
its highly anticipated judgment in 
the case of the Brillante Virtuoso - a 
maritime insurance fraud case. 
Chris Zavos and Jo Ward, partners 
at Kennedys, report that the alleged 
attack on the Brillante Virtuoso – 
some 10-12 miles off Aden - was no 
pirate attack. � e original account was 
that in an attack by Somali pirates, 
the vessel had been hit by an RPG and 
caught fi re. War risks underwriters 
were suspicious from the start. 
Between 2008 and 2011, nearly 
200 vessels were taken by Somali 
pirates around the Gulf of Aden. � e 
hull market has been exposed to many 
such claims and the vast majority 
have been resolved successfully and 
effi  ciently. Very few vessels were 
substantially damaged.

In the legal dispute, which followed 
owners’ and their mortgagee bank’s 
claim, underwriters denied the claim, 
alleging the loss had been caused by 

the wilful misconduct of the owner 
within Section 55(2)(a), Marine 
Insurance Act 1906. Since mid-2016 
the claim has been pursued by the 
mortgagee bank alone, both as a co-
assured under the war risks policy 
in its own right and as assignee of 
owners’ claim. � e bank claimed 
that an attack on the vessel by the 
owner was an attack on the bank’s 
proprietary interest in the vessel 
as mortgagee.

� e High Court found that 
the vessel’s benefi cial owner, 
Mr Iliopoulos, was the “instigator of 
the conspiracy” to destroy the vessel 
to commit insurance fraud. In these 
circumstances the bank failed to 
establish a loss by insured peril under 
the war risks policy. � e claim failed.

CLINICAL NEGLIGENCE 
Legal expenses insurance provider 
ARAG plc has hailed the UK Court of 
Appeal judgment in West v Stockport 
NHS Foundation Trust and Demouilpied 
v Stockport NHS Foundation Trust as 
a triumph for access to justice for 
the victims of clinical negligence. 
� e judgment addressed how the 
key principles of reasonableness and 
proportionality should be properly 
applied when assessing the validity 
of the block-rated after-the-event 
(ATE) insurance premiums that 
have been used to help fund clinical 
negligence actions since the Legal 
Aid, Sentencing and Punishment of 
Offenders Act 2012 (LASPO).

Head of claims at ARAG, Chris 
Millward said: “� e Court, in these 
cases and in McMenemy & Reynolds
which preceded, has established 
absolute clarity around several 
key issues that have been used to 
challenge payment of ATE premiums 
in clinical negligence cases for several 
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premium has been established, it 
cannot subsequently be reduced on 
the grounds of proportionality as it 
falls into the category of unavoidable 
costs, without which the litigation 
could not have progressed.”

AVIATION
� e UK Court of Appeal provided a 
useful guide to the construction of an 
exclusive jurisdiction clause within a 
series of contracts for the purchase of 
an aircraft, reports Nicholas Medniuk 
and Alaina Wadsworth, partners at 
CMS. It upheld a claim for breach 
of the clause in respect of foreign 
proceedings brought by insurers who 
were exercising subrogated rights of 
action. An Airbus A320 operated by 
Alitalia made an emergency landing, 
causing damage to the aircraft 
and injuring a passenger. Alitalia’s 
insurers – Italian companies - paid 
US$11 million and then sought to 
recover their loss by subrogation 
proceedings in Italy, arguing that 
Airbus had breached the Italian Civil 
Code by negligently failing to 
take remedial steps to prevent 
the damage identifi ed in a 
previous incident. Airbus 
commenced proceedings in 
England for a declaration 
under Article 25 of the 

Recast Brussels Regulation that the 
Italian proceedings breached an 
exclusive jurisdiction clause in favour 
of English courts.

� is decision to grant the 
declaration that commencing the 
Italian proceedings was in breach of 
the jurisdiction clause is a testament 
to the importance of giving effect to 
parties’ presumed intentions. � is 
appears to be a sensible commercial 
decision. In keeping with the private 
international law principle that 
decisions in different jurisdictions 
on common subject matter should 
be avoided to prevent inconsistency, 
the comments recognising that 
fragmentation of jurisdictions must 
be clearly expressed in dispute 
resolution clauses are notable. 
However, it is equally notable that 
the court considered it important 
to take the ‘big picture’ approach 
when faced with a series of contracts 
and clauses providing for competing 
jurisdictions. ●

years. � e guidance provided on 
reasonableness and proportionality 
means that the onus is now clearly 
on defendants to provide robust 
evidence that an ATE premium 
is unreasonable and, once the 
reasonableness of a block-rated ATE 
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