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New AIG research suggests complacency among senior 
business leaders when it comes to protecting themselves 
against risk. We believe they must be made aware of some 
rapidly growing threats from the wider external environment. 
 
 
Business leaders appear to be unduly relaxed about the 
increasing level of personal risks faced in today’s dynamic 
business environment and consequently the importance of 
having the right Directors and Officers (D&O) Insurance 
policy in place. Directors and officers are facing 
unprecedented regulatory and political scrutiny, mounting 
shareholder activism, a recessionary environment, intense 
competition for business and talent and new risks as they 
expand abroad in international markets.   
 
Specifically we are talking about the dangers faced by 
directors in running their companies – as opposed to the 
risks faced by the businesses themselves – although the 
two are often closely intertwined. Shareholders and 
regulators are increasingly looking to hold individuals to 
account and we continue to see a trend towards the 
“personalisation” of claims.  
 
Clear reasons for concern come from the Captains of 
Industry study, widely acknowledged as an authoritative 
source of opinion on Britain's business elite. Respondents 
to the survey, conducted by Ipsos MORI towards the end of 
last year, are exclusively board-level executive directors, 
many from FTSE 350 companies and include Chairmen, 
CEOs and FDs. In it these individuals were asked 
specifically about their views on D&O insurance. 
 
A large majority appear confident in their knowledge of 
D&O - 72% claim to know either “a great deal” or “a fair 
amount” about it. This leaves roughly one in four admitting 
to little or no knowledge on the subject. (See Chart 1).  
 
There is also evidence of wider complacency, with D&O not 
concerning many of these executive directors on an 
ongoing basis. Over two-thirds (68%) discuss D&O “at 
renewal time only”, with just 20% discussing it at least 
several times a year. (See Chart 2).   

Chart 1: How much would you say you know about 
what is covered by your Directors & Officers 
insurance? 

 
British Captains of Industry (103) interviewed Sept-Dec 2012 
 
Chart 2: How often is Directors & Officers insurance  
discussed by your board? 
 

 
British Captains of Industry (103) interviewed Sept-Dec 2012

Companies should keep abreast 
of the external environment, 
what’s happening in their own 
organisation as well as D&O 
coverage, pricing and claims 
during the year. 
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If business leaders are only talking about D&O insurance at 
renewal, are they truly aware of the challenging business 
environment and increasing scale of personal risk they 
face? 
 
Between 2007 and 2011 AIG saw a 63% increase in D&O 
claims in Europe. This dramatic trend is set to continue as 
we see a growing number of claims across industries and 
jurisdictions. Throughout Europe there is less tolerance of 
perceived poor performance, more expectation of good 
governance and more zealous regulation, as regulators 
that were criticised after the financial crisis look to 
demonstrate their rigour and effectiveness.  
 
In particular, business leaders are increasingly exposed to 
risks from:  

 

Political, regulatory and legal scrutiny. 
Official and informal inquiries by regulators are on the rise. 
In addition regulators are increasingly looking to ‘outsource’ 
investigations to the businesses themselves by 
encouraging self-reporting and whistle-blowing. This will 
have the effect of increasing investigation activity as 
businesses err to the side of caution in an attempt to 
demonstrate to regulators they are taking action to remedy 
misconduct and seek leniency. 
 
In addition to regulatory activity we are seeing a trend of 
politically oriented commissions. Examples include the 
parliamentary commissions in the UK addressing the 
recent banking and media intrusion scandals. 
 
At the same time, as businesses embrace constantly 
evolving technology, issues such as privacy and data 
protection will remain pertinent. 
 

International expansion.  
Tough competition, mature markets and opportunities are 
driving businesses into new overseas jurisdictions many of 
which are emerging and volatile. This expansion exposes 
businesses to unfamiliar risks and liabilities. Local laws and 
regulations differ from country to country, and in some it is 
becoming easier to bring actions against directors and 
officers. 
  
Recession-related actions and investor scepticism. 
Businesses are operating in a challenging economy and 
continued adverse economic conditions and a sceptical 
investment community will only intensify directors’ 
exposures in light of failure to fulfil market expectations and 
rising insolvencies. 

Shareholder activism.  
Shareholders are only becoming more vigilant, challenging 
directors over myriad issues including fulfillment of fiduciary 
duties, effective deployment of assets, executive pay and 
environmental policy. Beyond pushing for governance 
changes, stakeholders are also taking legal action to 
recover financial losses and the spectre of European 
shareholder class actions has been raised.  
 
An example is the uptick in claims under section 90 of the 
Financial Services and Markets Act (s90 FSMA). s90 
FSMA provides a statutory remedy for misstatements or 
omissions in listing particulars and prospectuses. Two 
cases have recently been filed against RBS under s90 
FSMA, one of which is led by institutional investors, 
alleging RBS sought to mislead investors by 
misrepresenting the underlying strength of the bank and 
omitting critical information in its 2008 rights issue 
prospectus.  This is just one example and the resolution of 
these cases will no doubt influence further actions. 
 
Claimants are also seeking alternative venues to bring 
claims. Morrison v NAB (2010) dramatically limited the 
extra-territorial application of US securities laws, not only 
barring plaintiffs from asserting claims in the US over a 
multinational company traded on a non-US exchange, but 
also limiting the extent to which claims can be made 
involving non-exchange based securities transactions. As a 
result, plaintiff attorneys are seeking other venues to bring 
these cases, not least in the UK and Europe. When the 
Amsterdam Court of Appeal upheld the Converium 
securities settlement as legally binding it created a new 
venue to bring securities claims with Dutch courts likely 
becoming the jurisdiction of choice.   
 

More personalised actions.  
Claimants, regulators and prosecutors are intensifying their 
search for board-level culprits to punish. Pressure for 
transparency, ethical business conduct and accountability 
is leading to more individual directors being named in 
lawsuits, either as sole defendants or as co-defendants 
alongside their company.  
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As regulators become more aggressive so does the 
exposure to fines and penalties. The Financial Services 
Authority (FSA), for example, handed down 47% more 
fines against individuals in 2011 than in the preceding year. 
Non-monetary penalties range from disqualification and 
imprisonment to enforced changes to boards and 
organisational strategies. 

The replacement of the FSA under the new “twin peaks” 
system is likely to further intensify regulatory scrutiny as the 
Prudential Regulation Authority and Financial Conduct 
Authority look to change the perception of the UK’s “light 
touch” regulatory environment. 

And yet, returning to Ipsos MORI’s research, three-quarters 
feel their personal assets are either “not very exposed” or 
“not at all exposed” to management liability actions. 
Conversely, just 20% recognise a significant level of 
exposure. (Leaders of FTSE 100 companies are slightly 
more aware of their vulnerability than directors in general, 
but still only a third of them recognise the risk.)  
(See Chart 3).  
 

Chart 3: How exposed do you feel your personal assets 
are to management liability actions? 

 
 
British Captains of Industry (103) interviewed Sept-Dec 2012 

Furthermore, half of top business leaders attach little or no 
importance to D&O insurance in attracting and retaining 
senior managers and directors. (See Chart 4).  
 
 
 
 
 
 

 
 
 
 
 
 
 

 
So what can be done?  
Given their level of individual exposure, senior business 
leaders should pay more attention to the changing 
business environment around them and the key risk areas 
they face in a personal capacity. This should include 
tracking the latest developments in national and 
international legislation, as well as trends that are emerging 
in terms of claims against them. Brokers, in-house and 
external legal counsels have a key educational role for 
boards in terms of helping them understand and close the 
gap in knowledge and perception of risks and claims 
scenarios. 
 
Having established where their personal risks lie, directors 
and officers should seek timely advice on monitoring, 
avoiding and mitigating exposures. Prevention through 
good governance and risk management is essential, but 
they also need to be proactive when an issue arises. 
 
Most essential is that they protect themselves in the event 
of a claim. D&O insurance is a vital safeguard and they 
should take out comprehensive cover from a reputable 
insurer with the claims and litigation management 
capabilities needed in today’s complex international 
business environment. 

 
 
 
Chart 4: How important is your Directors & Officers insurance 
in attracting and retaining senior managers and directors? 
 

Senior managers and directors need to 
ensure they have the right D&O in place to 
attract the best and brightest talent, who may 
have considerable personal assets and 
would require adequate protection, including 
coverage for their personal reputation. 

British Captains of Industry (103) interviewed Sept-Dec 2012 
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www.aig.com 
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 American International Group, Inc. (AIG) is a leading international insurance organisation serving customers in more 
than 130 countries and jurisdictions. AIG companies serve commercial, institutional, and individual customers through 
one of the most extensive worldwide property-casualty networks of any insurer. In addition, AIG companies are leading 
providers of life insurance and retirement services in the United States. AIG common stock is listed on the New York 
Stock Exchange and the Tokyo Stock Exchange. 
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. Products and 
services are written or provided by subsidiaries or affiliates of American International Group, Inc. In Europe, the 
principal insurance provider is AIG Europe Limited. This material is for information purposes. Not all products and 
services are available in every jurisdiction, and insurance coverage is governed by the actual terms & conditions of 
insurance set out in the policy or in the insurance contract. Certain products and services may be provided by 
independent third parties. Insurance products may be distributed through affiliated or unaffiliated entities. [Certain 
property-casualty coverages may be provided by a surplus lines insurer. Surplus lines insurers do not generally 
participate in state guaranty funds and insureds are therefore not protected by such funds.] 
Within the UK, AIG Europe Limited is one of the largest providers of general insurance. With offices throughout the 
country, we insure many of the UK's top businesses, thousands of mid sized and smaller companies, as well as many 
public sector organisations and millions of individuals. For additional information please visit our website at 
www.aig.com. 

AIG Europe Limited is authorised and regulated by the Financial Services Authority (FSA number 202628). This 
information can be checked by visiting the FSA website (www.fsa.gov.uk/Pages/register). Registered in England: 
company number 1486260. Registered address: The AIG Building, 58 Fenchurch Street, London, EC3M 4AB. 
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Technical note 
Established in 1981 and conducted on an annual basis, the Ipsos MORI Captains of Industry survey is the authoritative view of 
senior business opinion in Great Britain today. 103 interviews were carried out with respondents selected from the FTSE 350, 
and top 100 by capital employed. Respondents are Chairman, CEO, MD/COO, FD or other board directors.  Interviews were 
carried out face to face (six were carried out by telephone) between 24th September and 18th December 2012. 


