APPENDIX  XIII
Special Committee on Professional Indemnity Insurance

The Soft Years
1. Since compulsory insurance was re-introduced in 1996 by the Bar, the insurance industry has seen some soft years. The insurance premium for our Master Policy continued to drop, from $1.75 million p.a. in 1996 to $1.025 million p.a. in 2000.

2. At the end of 2000, we were also able to renew our Master Policy for 2001 at the old rate, namely, $1.025 millions p.a.

The Hard Years
3. Then came the hard years. The 11 September tragedy in 2001 shook the entire insurance industry. As a result, insurance premiums rose sharply. The Bar, along with others seeking insurance, had to bear this consequence of the 11 September tragedy. The premium for our Master Policy rose drastically from the previous $1.025 million p.a. to $1.92 million for 2002, an increase of 87%.

4. Since then, events in other fields, not connected with the Bar, have also adversely affected the insurance industry. Premiums continued to shoot up. Although the Bar itself has not itself been a bad risk, the Bar could not be shielded from the effect of rising premiums, partly caused by other professional groups which were much higher risk. For the year 2003, the premium for our Master Policy rose to $2.83 million p.a., an increase of 47% from the previous $1.92 million p.a.

5. The following is a summary of the premium trend for the years 1996-2003:

Year


Annual Premium (M)

Difference (%)
1996



1.75



-----

1997



1.5



-14.3

1998



1.275



-15

1999



1.15



-9.8

2000



1.025



-10.9

2001



1.025



    0

2002



1.92



+87

2003



2.83



+47

The Year 2004
6. The Special Committee on Professional Indemnity Insurance has been conscious of the possible difficulty the Bar would face in the renewal of our Master Policy for the year 2004. The Special Committee therefore started considering the issue of renewal on 13 August 2003, more than 4 months before the Master Policy for year 2003 was due to expire at the end of December 2003.

7. Since the meeting on 13 August 2003, the Special Committee has met with the Bar’s broker on 4 occasions: (1) 22 August 2003, (2) 13 October 2003, (3) 1 December 2003 and (4) 11 December 2003. On occasion (3), the Special Committee also met with a representative of ACE Insurance Company.

8. The Bar’s broker had advised the Special Committee that in the past 2 years, insurance capacity in the professional indemnity insurance markets had further diminished, following the collapse of the Independent Insurance Company, HIH in Australia and the winding up of a number of Lloyd’s syndicates. Other large insurers such as AXA have withdrawn from this class of insurance as a result of conscious changes in their underwriting strategies.

9. Against that background, the Bar’s broker finally managed to obtain for the Bar a quotation from ACE Insurance Company. The quotation was sent to the Special Committee on 10 December 2003 by the Bar’s broker. The annual premium sought by ACE was $4.1 million. Through our broker, this has been negotiated down to $3.8 million.

10. Although the $3.8 million still represents a 34% increase from the previous $2.83 million, such increase seems to be an inevitable result of the diminished capacity of the professional indemnity insurance market in the past 2 years. That being the case, the Special Committee recommended to the Bar Council that the quotation should be accepted. 

The Bar Council’s Resolution
11. On 19 December, 2003, the Bar Council resolved to accept the quotation.

Top-up Insurance
12. ACE has also offered the Bar top-up insurance cover, at a lower premium than before. However, the coverage offered is less favourable than that offered by the previous policy. Again, that seems to be inevitable, having regard to the trend of the insurance market in the past 2 years.

The Special Committee’s Task
13. The Special Committee has throughout been conscious of the responsibility of obtaining the best insurance terms possible for Bar members in these difficult times. We do however have to rely upon the Bar's brokers. Compulsory insurance is required by the Bar not only to protect Bar members, but also to protect the public. We shall explore possibilities for maintaining some stability in the level of premium. 
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