The Magic Pudding
Another Spoonful
© Presented by Geoff Atkins & Raj Kanhai | Finity Consulting Pty Ltd

This presentation has been prepared for the Actuaries Institute 2015
Injury Schemes Seminar.
The Institute Council wishes it to be understood that opinions put forward herein are not necessarily those of the
Institute and the Council is not responsible for those opinions.

And now for some pudding
In 2011, Geoff and Jamie Reid presented the Magic Pudding of the UK motor insurance market

The distressed state of the market saw the average premium increase by 40% in the year to March 2011
This presentation covers
the state of affairs at the beginning of this decade
the government response
insurance industry initiatives
impact of the reforms
implications for Australia

The Magic Pudding Regurgitated
The UK Motor Insurance Market by 2010
looked like the magic pudding
•
•
•
•
•
•
•
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Claims management companies
Personal injury lawyer market
After the event insurance
Credit hire companies
Referral network
Whiplash claims and fraud
Very expensive pudding!

UK Government Response
•

Jackson Review 2010

•

Legal Aid, Sentencing and Punishment of
Offenders (LASPO) Act 2012
– Reduced scope of Conditional Fee
Agreements
– Banned referral fees
– Reduced fixed legal fee for low value claims
– Qualified one way costs shifting
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More recent reform
•

Tougher rules and penalties for CMCs (2014)

•

Criminal Justice and Courts Act 2015
– Allows courts to strike out claims for fundamental dishonesty
– Bans lawyers from offering inducements to potential clients
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Focus on whiplash claims
•

•
•
•
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Fixed £180 fee for initial medical report in
whiplash claims
Banning treating providers from writing
medical report
Medical reports have to be verified by
randomly allocated independent
professional via MedCo IT portal
From 2016, medical professionals
registered with MedCo will require
accreditation

Insurance industry initiatives

•

Industry-funded Insurance Fraud Enforcement Department (IFED) of City of
London Police
– In 3 years to February 2015 had made 645 arrests, 193 police cautions,
114 convictions

•

Established various data sources to combat fraud e.g. Claims and
Underwriting Exchange (CUE)
– 2015 Civil Procedure changes require claimant lawyers to undertake
search of ‘askCUEPI’ before filing soft tissue claim
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Impact of the reforms
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PERIOD

CHANGE IN
FREQUENCY

CHANGE IN INCURRED
SEVERITY

2006-07
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
Average (200614)

4.5%
4.8%
8.0%
4.5%
-0.6%
0.2%
-9.9%
1.7%
1.5%

2.0%
5.7%
7.8%
-0.7%
1.1%
-0.9%
-7.3%
-2.0%
0.6%

LASPO reforms
Will the impact be
sustainable?

LASPO impact on CMCs
YEAR (Q1)

NUMBER OF PI CMCs

PERIOD (Dec – Nov)

TURNOVER

2011

2,553

2009-10

£377m

2012

2,435

2010-11

£455m

2013

1,902

2011-12

£354m

2014

1,125

2012-13

£238m

2015

979

2013-14

£310m
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• Upswing of 30% - has the
market stabilised?
• Some CMCs have
lawyers working inhouse
• Some lawyers have
claim farmers working
inhouse!

But problems persist…
Boss of Aviva describes motor
insurance fraud as ‘national
scandal’ as former employee awaits
sentencing for selling personal
details of customers

Source: thisismoney.co.uk
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Insurance fraud offences recorded by NFIB
rise 13%
Insurance fraud offences recorded by the
National Fraud Intelligence Bureau increased
13% in the 12 months to June 2015 to 9417
cases

Lessons for Australia
•
•
•
•
•
•
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Claim farming and cold calling
Test of effectiveness of any regulation is in its enforcement
Access to justice can have a downside – laissez faire doesn’t work
and regulation needs to be tailored
Incentives matter – always back the horse named self-interest
Take a bigger picture and longer term portfolio view
Don’t just focus on the players – look at the rules of the game and
the prize

More lessons for Australia
•
•
•
•

•
13

Compensation system must be looked at holistically, as an ecosystem
It’s not just lawyers you have to watch – doctors have a big role to
play in personal injury outcomes
A degree of regulation, training and accreditation of medical
experts is desirable
To tackle fraud, insurers cannot go it alone – data and intelligence
sharing is critical
We should not be complacent!

It surely couldn’t happen here…
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Could it?
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Distribution & use

Reliances & limitations

This presentation is being provided for the sole use of the Actuaries
Institute for the purposes stated in Slide 1 of this presentation. It is
not intended, nor necessarily suitable, for any other purpose. This
presentation should only be relied on by the Actuaries Institute for
the purpose for which it is intended.

We have relied on the accuracy and completeness of all data and
other information (qualitative, quantitative, written and verbal)
provided to us for the purpose of this presentation. We have not
independently verified or audited the data but we have reviewed it
for general reasonableness and consistency. It should be noted that
if any data or other information is inaccurate or incomplete, we
should be advised so that our advice can be revised, if warranted.

No other distribution of this presentation is permitted without our
prior written consent.
Third parties, whether authorised or not to receive this presentation,
should recognise that the furnishing of this presentation is not a
substitute for their own due diligence and should place no reliance
on this presentation or the data contained herein which would result
in the creation of any duty or liability by Finity to the third party.
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