Professional Indemnity Insurance

Protecting
the professional’s
corporate reputation



Being Accountable
One thing is certain - reputation damage caused by litigation can
be devastating.

Professional consulting businesses, and individuals providing
specialist expertise, are under pressure to perform cost-effectively
and responsibly. Professionals are expected to be accountable for
their advice. But this expectation can lead to serious legal implications.

Disputes over the services provided by a professional are a real
possibility. In today's business environment, any consultant providing
advice can be exposed to claims of a ‘professional indemnity’ nature.

How Professionals can be Exposed

Exposure to the possibility of legal action can occur in a number
of ways. Professional advisers are being asked to provide guaranteed
results, which can leave them exposed to legal challenge.

Professional people owe a duty of care to their clients — that's the
law. Any loss suffered, as a result of a breach of that professional duty,
can form the basis of a claim for damages. This claim might come
from a client under the terms of the contact. Or alternatively, it might
come from third parties who maintain that they have been adversely
affected by the professional’s advice. Bear in mind that claims can be
made for many years after the advice was provided.

How to Minimise the Risk

The liability that arises from providing advice can be financially
crippling. Complaints against a professional’s business can lead
to costly litigation, damages being awarded and loss of reputation.

An increasing number of professionals are wisely seeking protection
by taking out professional indemnity cover. The Lumley Professional
Indemnity Insurance Policy is specially designed to protect the
business of professionals.



Lumley Insurance offers years of specialist
expertise and reliable standards of service and
performance to its clients — a century’s worth

of experience, in fact. If you're concerned about
liability, go no further than Lumley. You can be
confident that the most experienced insurer in
the industry is protecting your company. We have
a team of specialists with a proven track record
in providing professional indemnity insurance.
We take a flexible, yet comprehensive, approach
to assist you, being well aware that specific
requirements may vary from company to company.
Nothing is foolproof, so let us help you plan for
the unexpected. We will develop a risk programme
to suit your needs, so that you're better protected
against legal liability.

The focus on customers and solutions is the
hallmark of the Lumley approach.




Our Solution

What is Covered?

The Lumley Professional Indemnity Insurance Policy provides
the resources to defend your organisation against allegations of
negligence. This includes the legal expenses and damages arising
from a breach of professional duty.

Tailored Solutions

Each situation varies greatly. Lumley has built a reputation for working
with professionals to develop solutions that are appropriate to their
needs, rather than by only offering standard products.

The Lumley Professional Indemnity Insurance Policy will protect
professionals against legal liability arising from the following:

- Negligence on the part of you or your employees

+ Breach of the Fair Trading Act (sections 9-14)

+ Defamation

+ Unintentional breach of another party’s intellectual
property rights

+ Your liability as a member of a joint venture

+ Dishonesty on the part of employees

+ Accidental loss of documents and files

+ Your liability for the actions of your consultants

+ Breach of fiduciary duty

+ Services provided by newly acquired or formed
subsidiary companies

- Services provided by companies you owned in the past

+ Complaints made against you to a professional body

Policy Extensions

Specific requirements will vary from profession to profession,
and therefore a number of additional cover items can be provided
by policy extensions.

These extensions may include:

« Self-employed sub-contractors
- Worldwide cover, including USA and Canada
+ Cover for claims made against previous businesses

(Refer to our policy for more details.)

Risk Management

Insurance is not a substitute for good management practices
and disciplines. It is a safety net for those occasions when mistakes
and oversights occur — regardless of the controls and safeguards
that have been put in place.

The Lumley Professional Indemnity Insurance Policy provides access
to various risk management services that can assist with your loss
control and with loss prevention techniques. We can help by assisting
you to understand the nature of the professional risk that you confront
and with information about how to guard against common pitfalls.

Our Claims Service

The true test of any insurance company is the way it goes about
handling claims. At Lumley Insurance we have a claims service that
will respond quickly to your needs. We maintain a high level of
expertise in-house so that our experienced team can deal with any
claims made against your company. Where your reputation and
livelihood are at stake, you need to be sure you have the support
of an insurer whom you can trust. With Lumley Insurance you can
be confident that you will be treated with respect and any claim will
be dealt with quickly and fairly.

Commonly asked questions

What is Meant by 'Claims Made’ Cover?

Professional Indemnity Insurance provides cover on a ‘claims made’
basis. This means that you are protected against claims that are first
made against you, and then notified to us, in the period of insurance.
This enables you to select a limit of indemnity each year that keeps
pace with the likely cost of damages and litigation.

What is Meant by ‘Retroactive Cover’?

As allegations of professional negligence can arise long after the service
or advice was provided, you should ensure that your policy provides full
retroactive coverage. This protects you from claims arising from work
undertaken before you obtained your professional indemnity policy.

How Much Cover do | Need to Protect my Company?
Only you can assess the amount of cover appropriate to your business.
In determining that amount, it is important to take a realistic view of the
potential damages and legal costs for which your business could become
liable. Being under-insured can be almost as financially disastrous as
being without insurance at all.



Claims Examples

The following claims examples highlight the critical need for
professionals to arrange comprehensive professional indemnity
insurance, and they will give you some points to take into

consideration when evaluating your risk exposure requirements.

Example 1: Architect

An architect designed special concrete panels for a commercial
building. However, the panel joining system failed. The building
owner claimed the additional costs for repairing the joints from
the architect.

Example 2: Mortgage Broker

A mortgage broker was organising mortgage finance for a client.
The broker put forward two options for the client, both of which
were with banks from which the broker received a favourable
commission. After the deal had been completed, the client
discovered that another bank had been offering a much better
deal. The client alleged that the broker had failed to act in his best
interests and claimed the amount it would cost him to transfer his
mortgage to another bank.

Example 3: Financial Planner

A client wanted an investment policy for his retirement. The financial
planner explained all the options to him, and arranged the policy
once the client had agreed to it. Several months later the client

decided to go overseas and wanted to withdraw some of the funds.

The planner explained that with this policy the money had to be
invested for a minimum period before any withdrawals could
be made, without incurring penalties. The client alleged that
the planner had failed to explain the restrictions of the policy
and claimed the penalties he would have to pay under the policy.

Example 4: Accountant

An accountant was attending to various company issues for a
client, including lodging an application with the IRD for one of her
companies to be registered as a Loss Attributing Qualifying Company.
This enables shareholders to personally assume the tax losses of
the company. The accountant missed the registration deadline and
the IRD declined the application. As a result, the client was unable
to benefit from the tax losses. The client claimed over $100,000 from
the accountant.

Your next step

For more information about protecting your business with Lumley
professional liability insurance products, contact your insurance
broker or the Professional Indemnity Manager at Lumley Insurance.

Professionals are now being asked for accountability
and to provide a greater level of service. There is also
an expectation that the costs will be lower and the
results guaranteed.

Example 5: Occupation Health & Safety (OSH) Consultant

A manufacturing company contracted an OSH consultant to inspect
their operation to ensure the safety of their workers. An operator was
severely injured when a safety guard was knocked off a machine.
The company was prosecuted and fined $15,000.

The company sued the consultant for the amount that they had
been fined.

Example 6: Public Relations Consultant

A public relations consultant was preparing a strategy paper for
a public company, which was planning a yet-to-be-announced
takeover of a competitor. The strategy paper contained confidential
information about the client company’s trading situation and future
intentions after the successful takeover was completed.

Unfortunately, the consultancy document was leaked to the media
by a temp working for the consultant, whose boyfriend was a journalist.
The company claimed against the consultant for the embarrassment
caused and for the breach of the confidentiality agreement.

Example 7: Consulting Engineer

An engineer was working out the specifications for a cantilevered
platform that was to be used for bungy jumping. Errors in the
calculations had been made, but it was only once building had
commenced that these were discovered. The client sued for all
losses. These losses included the cost for the building work done
to date, costs incurred in removing the incomplete structure,

the cost of wasted materials, and the cost of engaging a
second engineer.



More about Lumley Insurance

Lumley Insurance has obtained specialist knowledge in the
business insurance sector, based on years of experience.
We cater for complex professional exposures, in a wide
variety of professions.

In addition to the Lumley Professional Indemnity Insurance
Policy, Lumley recommends that professional businesses

include the following products in their liability
insurance programmes:

Employment Practices Liability Insurance

This policy provides protection for the professional against
claims brought by employees for breaches of the Employment
Relations Act 2000.

Public Liability Insurance
This policy covers for bodily injury and property damage claims.

Statutory Liability Insurance

This policy provides the professional with protection from any
prosecution that could lead to a fine. This includes cover for
the fine itself, as well as the defence costs and expenses. Certain
statutes are excluded, including any deliberate breaches of
the law.

Employers Liability Insurance

This policy provides protection for the professional against
claims brought by employees for personal injury. This covers
claims for compensation where the ACC legislation does not
apply, or claims for exemplary damages where it does.

Directors and Officers Liability Insurance

This policy provides personal liability protection for directors,
officers and senior executives of a company. This policy
offers protection if there are errors and omissions in
corporate governance.

Internet Liability Insurance

This policy provides protection for the professional against
claims arising from the use of the Web and email. This includes
cover for claims arising from your employees misuse of email
or unintentionally forwarding a computer virus.

This brochure is descriptive only. The precise coverage afforded is subject to the terms and conditions of the polices as issued. Claims examples are based

on actual cases, composites of actual cases or hypothetical situations. Whether or not or to what extent a particular loss is covered depends on the facts

and circumstances of the loss and the terms, conditions and endorsements of the policy as issued.

Contact details
For more information please contact us at the following addresses:

Lumley General Insurance
(N.Z) Limited

Head Office:
Lumley House
7 City Road
PO Box 2426
Auckland

Telephone
(09) 308 1100

Facsimile
(09) 308 1114

www.lumley.co.nz



