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Financial Lines Claims:  
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Summary of some of the themes and talking points from this AIG Academy session. The full recording can be 
viewed from the link at the end of this document. 
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D&O Headlines We are seeing evidence that companies and executives are facing intense scrutiny from regulators 
and stakeholders about decisions and processes.  Regulatory enquiries can develop very quickly 
into large scale investigations and prosecutions which can be very expensive to defend (up to 
several millions of pounds) and can run for several years in some cases.

Criminal 
Investigations

We are seeing a lot of claims activity around accounting irregularities, fraud, bribery, corruption and 
employment violations. The UK’s Bribery and Corruption 2010 is far reaching and directors can be 
liable on a number of fronts such as failing to prevent bribery, awarding and procuring contracts for 
example. Note that such claims against private companies are equally contentious and expensive.

Financial 
Institutions PI 
Claims

Wrongful Act triggers are fairly clear in these claims (eg negligence, breach of mandate, mis-selling).  
We have seen a lot of recent activity around pensions.  Loss mitigation costs are a substantial driver of 
claims’ costs. Regulatory scrutiny is never far away, and actions to identify impacted individuals and to 
offer redress and compensation can be very time consuming and expensive.

Fidelity Claims 
Headlines

The largest single source of these claims overall (UK and elsewhere) is employee dishonesty.  External 
fraud is also prominent as are Cyber losses (for instance losses generated by phishing scams) and 
impersonation fraud. We are seeing that these frauds are becoming more and more sophisticated.

Cyber Claims 
Headlines

Ransomware losses are a major cause, data restoration and ransom costs can be very high and we 
have also seen examples of “double extortion”. Business Email Compromise is currently another 
main source of cyber claims and we are also seeing increasing Business Interruption claims 
following a ransomware attack, more manufacturers affected by network interruption and more 
employee actions (eg opening phishing emails) contributing to claims.

Drilling Down on 
Claims Causes

Analyzing root cause of claims is an important activity that we continue to share insights with our 
business partners eg negligence and breach of contract are major causes of Financial Institutions PI 
claims. 43% of our UK D&O claims notified over the past year relate to regulatory proceedings and 
investigations unrelated to securities-related issues, and outside of the US.  
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A Hardening 
Litigation 
Environment

Our claims analysis reveals several drivers of increasing litigation, including more criminal 
investigations, bankruptcy trustees more knowledgeable about claiming under a D&O policy, 
international regulators cooperating with each other, more company vs insured claims, increases in 
group litigation (eg after a data breach), more litigation funders, and increasing class actions against 
companies based outside the US.

Claims Challenges 
and Lessons, 
Defence Fees

These are continuing to rise, partner rates can reach $1500 per hour on US Securities claims and up 
to $1,000 an hour in several European jurisdictions.  It is not unusual to have defence costs between 
£1m - £2m per individual in complex Serious Fraud Office claims, and these can (and do) sometime 
erode the primary policy limits, which are there to protect all directors.

Other Challenges 
and Lessons

Financial Lines claims are traditionally seen as long-tail, but sometimes parties do want to settle quickly. 
Loss quantification can be challenging especially in relation to Financial Lines PI insureds loss mitigation 
initiatives, where we may need to get involved early. Clients agreeing “settlements” without consulting our 
Claims team is problematic. As losses exceed the primary, the need to work with co-carriers is highlighted.

Looking Ahead Continued growth in the severity of securities class actions, shareholder derivative claims and 
regulatory investigations is expected. Insolvency related actions are expected to increase in a difficult 
economic environment.  Cyber security, social engineering and event-driven litigation will also continue 
to challenge companies.  Not all actions will be meritorious but can still be very expensive to defend.

Whistleblowing Persistent regulators and whistleblowing is also a significant driver of claims.  In a recent award  
(June 2020)  the SEC awarded its highest ever payout of nearly $50million to a whistleblower who 
provided material information of company misconduct.  Whistleblowing was described by the SEC 
as “a critical tool in the enforcement arsenal to combat fraud” and is indicative of another important 
litigation trend.

Maximising the 
Policy, Engagement

Getting to know the claims team before a claim delivers several client and broker benefits such as: 
understanding requirements and next steps should there be a claim; allowing scenario testing of 
various claims triggers for different policies (eg cyber) and policy response and establishing claims 
protocols for clients such as multinationals across different countries and jurisdictions.

Maximising the 
Policy, Sensitivities

It is essential to notify quickly of any potential claims and of any changes in the situation, this can avoid 
a lot of issues. It’s not unusual for the circumstances of D&O claims to be associated with non-disclosure 
agreements and intense client sensitivities especially around specific individuals, but we have well 
established practices and procedures to cater for these important considerations.

Maximising the 
Policy, Managing 
Costs

As the costs of management liability claims increases we are very well positioned to guide clients on costs 
and quality of the legal advice available to them from law firms worldwide. We do challenge excessive 
costs and our defence solicitors’ guidelines help us get ahead of costs at the outset and ensure that policy 
limits are allocated responsibly.

Optimizing the 
Claims Process

Alignment throughout the process is essential in terms of reporting, real time information flow as 
events unfold and strong collaboration between the insurer the client’s representatives and the broker.  
Consent before incurring costs will avoid a lot of potential issues, and keeping insurers advised of 
potential settlements is essential especially when excess carriers are involved for large losses (involving 
mediation for example).
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0American International Group, Inc. (AIG) is a leading global insurance organisation. Building on 100 years of experience, today AIG member companies provide a wide range of property casualty insurance, 
life insurance, retirement products, and other financial services to customers in more than 80 countries and jurisdictions. These diverse offerings include products and services that help businesses and 
individuals protect their assets, manage risks and provide for retirement security. AIG common stock is listed on the New York Stock Exchange. Additional information about AIG can be found at www.
aig.com and www.aig.com/strategyupdate | YouTube: www.youtube.com/aig | Twitter: @AIGinsurance | LinkedIn: www.linkedin.com/company/aig. AIG is the marketing name for the worldwide property-
casualty, life and retirement, and general insurance operations of American International Group, Inc. For additional information, please visit our website at www.aig.com. All products and services are 
written or provided by subsidiaries or affiliates of American International Group, Inc. Products or services may not be available in all countries, and coverage is subject to actual policy language. Non-
insurance products and services may be provided by independent third parties. American International Group UK Limited is registered in England: company number 10737370. Registered address: The 
AIG Building, 58 Fenchurch Street, London EC3M 4AB. American International Group UK Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 
Prudential Regulation Authority (FRN number 781109). This information can be checked by visiting the FS Register (www.fca.org.uk/register).
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View the full AIG Academy session including Q&As on insolvencies, climate change and D&O, reporting  
fraudulent employees and large losses here www.aig.co.uk/business-insurance/landing-pages/aig-academy  
Note that viewing the entire session will entitle CII members to 1 hour of structured CPD learning.  
You can also download a template certificate for your training records.


