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| What is professional indemnity insurance®
| Tips for Helping Clients with Life Insurance Needs
| Business and Emotional Walls

| How Big Data Has Changed Insurance |
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What is professional indemnity
insurance?

Professional indemnity insurance should be a key priority for many business types.

Whdt is professional indemnity insurance?

Professional indemnity insurance (sometimes referred to as Pl) protects you against claims arising from a client's

financial loss, suffered thanks to a mistake you made whilst working for them.

You might be an expert in your field but occasionally, a mistake can happen. Sometimes a single mistake can
prove financially devastating, and here professional indemnity insurance can help to make sure that your business

is protected adequately.

I ‘ Insurance Awareness

What sort of businesses need professional

indemnity insurance?

Professional indemnity insurance is key for businesses
that give advice, offer a professional service, or handle
data or infellectual property belonging to a client. I's
therefore a good fit for many businesses, right from

accountants to architects.

Is professional indemnity insurance a legal

requirement?

Only for solicitors, accountants, architects, chartered
surveyors, financial advisers and some healthcare
professionals. This is as their professional bodies or

regulators demand it .

Regardless, many other businesses still choose to take
it out though, to profect them financially and help
them win contracts. After all, in many cases clients
will only do business with you if you are properly
protected. They need peace of mind just as much as
you do, and a good professional indemnity policy

will provide this.

In what sort of situations might professional

indemnity insurance protect me?

Pl cover can protect you against a broad range of
potential risks. VWWhat can seem like small errors can be
hugely expensive, but professional indemnity insurance
means that you can help to safeguard yourself.

Imagine, for example, that you are handling data

owned by a client. You or an employee sends the
data on, and accidentally copies in the wrong person.
Your client sues you for breach of confidentiality.
In this case PI cover would pay for the cost of the
compensation claim, along with legal expenses. You
would have fo pay a small excess - the first part of
the claim - but a professional indemnity policy would

ease the financial strain.

Bear in mind though that Pl cover does not protect
you against the cost of reputation damage caused by

mistakes.
How do I buy professional indemnity insurance?

Professional indemnity insurance can be bought either
as a standalone cover, or as part of a single, flexible
business insurance policy. You can grab a professional
indemnity insurance quote via our dedicated page if

you feel it's a good fit for your business.
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Tips for Helping Clients with Life Insurance Needs

Life insurance often receives a bad rap from consumers. Frankly, the way it’s sometimes sold | can understand why.
Nonetheless, life insurance is an important financial planning tool and financial advisors can play an important in
helping clients determine their life insurance needs.

WHY LIFE INSURANCE?

The first step is to look at the client's situation fo determine why they would need life insurance. Here are a few examples
where life insurance can provide an excellent solution:

e life insurance can give a non-working spouse fime for important decisions with less financial pressure. A death benefit
probably won't last a lifetime, but it gives the beneficiary time to decide whether to work, keep or sell a home, start career
training and more. This is especially vital for a breadwinner with a young family.

e life insurance is a cheap way fo build an estate. It can be used by younger families that have not had time fo
accumulate assefs or mid-career breadwinners who haven't been able to save as much. A life insurance policy can be
used fo fund retirement, pay for college tuition or give survivors a soft landing.

e life insurance can help business continuity in the event of the death of an owner. Life insurance is frequently used for
buy-sell arrangements, under which the proceeds of a policy are used fo buy out the deceased owner's interest and
compensate their heirs. Such an arrangement helps remaining owners avoid working with a surviving spouse or family

member who may not have had any involvement in the business.

N ‘ Insurance Awareness

These are just a few situations where life insurance might
provide a viable solution. The key here is to determine the

reason that the client needs a life insurance death benefit.

ASK QUESTIONS

It is important fo look at the client’s situation to defermine
why they would need life insurance as part of any financial
planning engagement or financial advisory relationship.
Here are a few questions to ask:

e |s the client married, do they have children? Would the
surviving spouse be able to support themselves and their
children either via their current employment or by rejoining
the workforce?

e Are the children minors or young enough where the
death benefit would be needed fo insure their future needs
[maintaining the family's lifestyle, college, efc.]2

® Would the client's death trigger addifional expenses
such as daycare?

o |s the client older and near refirement? Is so do they have
sufficient assets to support a surviving spouse and others
in the event of their death? With the client gone does the
surviving spouse have enough assets for a comforiable
refiremente

* Are there estate planning considerations that might call
for life insurance?

e Does the client have charitable inclinations affer their

death that could be funded via life insurance?

LOOK AT THE DEATH BENEFIT FIRST
The first consideration is to determine the death benefit

that is needed.

Insurance is often sold as a solution to a myriad of other
financial problems such as saving and investing for
refirement. Generally in my experience life insurance
policies that have a cash value invesiment component are

often relatively expensive if used for this purpose.

While some reps may tout the fact that taxfree policy loans

can be an option for retirement, I've usually found that

high-eaming professionals should consider more standard
retirement plan vehicles such as a 401(k) and a pension
plan first. Generally the underlying investments in a life
insurance policy are expensive and often investors can do

better investing outside of the policy.

There are advanced planning situations where various forms
of permanent life insurance do make sense, but for most
people it makes sense fo focus on the most cost effective

way fo get the death benefit needed for their situation.

HOW LONG IS THE DEATH BENEFIT NEEDED?

Another consideration is the length of time the death benefit
might needed. For example a person who s in their early
30s, has two young children and a non-working spouse
will likely need the death benefit for 20 years or more at

least until the children are through college.

While many might think the need for life insurance goes
away once the kids are out of the house this may or may
not be frue. If you haven't saved enough for refirement the
death benefit might provide added security for a surviving
spouse if you die early in it might replace refirement savings

that you were not around fo contribufe.

FUTURE INSURABILITY

We never know what life will throw at us in terms of health
so purchasing term life insurance with the option fo convert
fo some form of permanent life down the road is not bad
idea if the client thinks they might have a need for insurance

after the end of any period of level premiums.

THE BOTTOM LINE

Life insurance is a key financial planning tool and financial
advisors can help their clients determine what their like
insurance needs are and the best type of policies to fill
those needs. Life insurance needs will likely change over
the client's lifefime and again financial advisors can provide

an objective sounding board, without any sales pressure,
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Have you met a businessman who did not tell the truth?

The financial statements of his business displayed huge losses and bad financial ratios and all his friends and

employees ask him to leave the indusiry in order to avoid more future losses.

On the other side; he is sfill insisting on the ability of his company to defy future challenges and circumstances and

that the income of next year will be more than the accumulated losses during the last financial periods.

Generally, emotional walls (barriers) can develop through the long working years and the reason is letting emotions
replace reasoning or, in other words, losing control on our emotions which consequently become a part of our

reasoning process and sfart affecting our decision making procedures.

If you want to run an effective business you have o avoid emotional barriers (walls) which are considered as one of
the factors which prevent you from evaluating your business in a correct approach, judging the real results of your

continuous efforts and achieving your goals and objectives.

let us sfart the the road of success by breaking down those walls through getting more experience in our job,

developing our insight and understanding, memorizing facts and focusing on the exact tasks to be delivered.

NK

Let our business be purely business without any emotional walls: thus no walls after today. 2R

I ‘ Insurance Awareness

One of the most utilized tools in funding an estate plan is term or permanent life insurance. Purchasing a life

insurance policy gives an individual or couple the ability to transfer the financial risk of loss of income or the burden
of estate taxes to an insurance company in exchange for paid-in premiums. Life insurance carriers offer two main
benefits to insured individuals when a transfer of risk occurs: death benefit proceeds and cash value savings. The
death benefit is the amount payable to beneficiaries of the insured individual once the insured passes away, and the
cash value balance is a forced savings component available to the insured while he is still living.

LIFE INSURANCE DEATH BENEFIT

A person typically purchases a life insurance policy to secure a death benefit made payable to the survivors of the
insured once he is no longer living. Insurance companies offer a total death benefit for whatever amount is deemed
appropriate by the insured as long as the policy is in force and premiums are paid. The insurance company pays
the death benefit as a tax-free transfer to named beneficiaries once the carrier is made aware of the insured’s death,

and the beneficiaries can use the funds without restriction.

LIFE INSURANCE CASH VALUE

With permanent life insurance policies such as whole life or universal life, insured individuals have the ability to
accrue savings within the cash value of the policy. The cash value of a life insurance policy equals the total amount
of premiums paid minus the cost of insurance and other charges assessed by the carrier. Cash value balances can
also fluctuate based on the underlying investment in which the balance is allocated. Unlike the death benefit, cash
value balances are available to the insured or owner of a life insurance policy while he is still alive, either through
a partial surrender of the policy or by way of a policy loan. Any remaining cash value left once the insured dies is

either added to the death benefit or is forfeited to the insurance company.




No longer confined to technology, big data has become integral to
providing solutions to the insurance industry’s long standing challenges.

st At the ‘heart of the industry, underwriters evaluate the risks of insuring
a particular person and set a premium for the policy accordingly. The
use of financial data, actuarial data, claims data and risk data cover
virtually every important decision an insurance company makes.

While the industry has made progress capturing and analyzing the majority of structured data associated with their
policyholders, the volume of untapped unstructured data remains just as valuable. Unstructured data refers to information

sharing sources such as real time news feeds, social media and other mobile channels.

To create a competiive advantage and succeed in that dynamic environment, insurers must leverage the value of big
data. As underwriting continues fo drive insurance pricing, big data and analytics have also had profound effects on

customer insights, claims management and risk management.

At its core, the insurance indusiry encompasses the management of an individual’s risk. Between life, health and liability
insurance, companies collect premiums on policies and invest them in holdings until a claims is requested. If the maximum

amount paid out is greater than premiums collected, the initial policy underestimated the individual's level of risk.

A number of factors are constantly being calculated to ensure appropriate policies are being issued. An actuary helps
design insurance policies using past information to analyze the financial consequences and risks. Likewise, anunderwriter
will utilize actuary data along with financial data and claims reports o decide the appropriate level of coverage and
the terms of coverage. If the price is too low then profit margins may be inadequate, and if prices are very high then
customers won't buy policies from the company.

As the insurance industry trends toward highly competitive, companies must differentiate themselves through low
cost structures, greater efficiency and customer satisfaction. In a technology driven economy, big data inspires new

ways fo transform these processes while also meeting evolving regulatory compliance.

I ‘ Insurance Awareness

Following technology and communication trends in
conjunction with the explosive growth of data, the economy
has empowered “customer-centricity.” Changing customer
preferences has put pressure on insurance companies fo
create simpler and more fransparent products. Predicting
customer behavior and obtaining insight into value is
critical to developing and optimizing claims that result in
improved cusfomer retention and profitability. Applying
insights to customer call centers, customer retenfion
analysis and customer behaviors, insurers can better route

customers fo the appropriate support.

Traditionally, policies were determined based on historical
information. However, the cusfomer experience is now
dictated by direct and indirect channels. Direct interactions
include call centers and insurance agents while indirect
channels include social media and marketing campaigns.
Through a dynamic environment, engaging customers and
meeting cusfomer expectations, insurers need fo focus on

redefining customer relationships and transparency.

A part of being insured is the ability to file a claim. An
insurance claim is a formal request to the insurance
company for payment following an event within the terms
of the stated policy. Needless to say, fraudulent claims are
a plague for the insurance indusiry. It is estimated that 1
in 10 and nearly $80 billion annually in fraudulent claims

are made annually in the United Stafes.

Predicfive analytics can play a critical role in addressing
rising fraudulent claims and losses. At the underwriting
stage of a policy, insurance companies can rapidly
analyze voluminous data in order to defecting fraud-
likely applicants. During the claims request, companies

can leverage infernal data sources with unstructured

data to identify whether the claim is legitimate. Real time
monitoring, through social media and digital channels
provide greater insight throughout the claims cycle.

Fraud detection not only benefits the insurance
company, but as a result legitimate claims can be

processed more efficiently.

The changing nature of the insurance indusiry has brought
on new risks from catasfrophes and regulatory compliance.
As a result, risk management becomes more important to
the organization. In particular catasfrophe risk modeling
predicts the maximum potential loss from a catastrophic
event. With big data and analytics, insurers can model
policies integrating hisforical data, policy conditions,
exposure data and reinsurance information.  Likewise,
underwriters can price catasfrophe policies based on
granular factors rather than by city and state. A big dafa
driven solution allows pricing models to be updated in real

time rather than a few times a year.
NK
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With major impacts already in finance, marketing, and
healthcare, infegrating big data and analyfics in the
insurance industry has been slower than expected. Despite
its inherent benefits, significant challenges impede the

adoption of big data by insurers.

Notably, there is a shortage of individuals possessing
data analytics skills with expertise in the insurance indusiry.
As a result, data from internal and external sources are
unable to be effectively integrated info a single data
set. Due the highly competitive nature of the insurance
industry, companies who have successfully integrated big
data and analytics have created a competitive edge by
implementing low cost sfructures, greater efficiency and

proactive custfomer engagement.
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