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MGAs 2028 - What does the future look like
and how ready are you for It?

Jeremy lrving, Partner
Corporate Insurance



MGASs 2028 — What does the future look like @
and are you ready for it?

Outline for session
 Learning objectives:

v Considering the operational / compliance risks to MGAs from the interaction of current and
future developments in IT, HR and insurance regulation

v Raise awareness of insurance market sentiment by sharing recent survey feedback
* Insurance and Technology: the developing marketplace and legal risks (John Benjamin)
* Insurance market employment: the patterns and legal issues of the future (Helga Breen)
« The regulatory environment: the triangulated forces (Jeremy Irving)

« Case study and feedback with moderators - breakout groups

© DWF LLP 2018



Market view: now and 5 years ahead

MGA respondents to DWF’s Insurance Transformation Survey told us:
OUR SURVEY SAID...

* Their priorities are to:
U /D P
A\l Y 4 v' develop new products and services

.. v" reduce overheads, especially through M&A

AW\
a4’ ‘h

» The single biggest change to market conduct is more transparency in relationships
and remuneration

* The culture and mindset of MGAs are the principal barriers to change (to be

DWF’s Nov 2017 phone survey of addressed by hiring from outside the market)
market views
L T ot Reterenaa  The greater influence they expect to have is from more investment in relationships
Bluefin fine, IDD delegated acts (whereas the wider market sees MGAs becoming far less influential.....)
* 200 execs; 15 MGA; mix of
| and ial lines; . . . . .
S0% LondonHQd - Distribution and customer service are most likely to be affected by technology,

especially through the 10T and big data.

Private & Confidential. Not for distribution.
© DWF LLP 2018



dwf

Technology — Signs to the future:
opportunities or obstacles?

John Benjamin, Partner
Intellectual Property &
Technology Group



Evolution: adaptation or extinction

of Things

53%
46%
34%
32%
20%
14%
10%
8%
7%
6%

73%
33%
53%
27%
13%
13%
27%

13%

OPPORTUNITY
Big Data
Customer apps
The Internet of Things
Al/machine learning

Mobile

Modernisation of legacy
systems

Cloud tech
Automation/bots
Blockchain

74%
12%
70%
70%
60%
48%
48%
32%
24%

Which technology will create the biggest risk and/or opportunity to your business over the next five years?

Automation/bots

Blockchain

Viodernisation of legacy
systems

Cloud tech

Drones

Big Data
Al/machine learning
Mobile

The Internet
Customer apps

Private & Confidential. Not for distribution.

80%
87%
60%
53%
87%
33%
60%
20%
33%



MGASs 2028 — What does the future look @
like and are you ready for It?

* Who owns the creativity with a flexible workforce?

- What about with machine learning?

« How do you preserve confidentiality and market advantage?

*  Will the regulator stifle innovation/how can the regulator enhance innovation?
* Will the regulator be able to force access to competitors?



MGASs 2028 — What does the future look
like and are you ready for It?

How should you be “engineering” privacy into your processes?
Consider the complexity of the data chain

Dealing with a breach
« Adding value to your business through good data protection practices
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People Perspective

Helga Breen, Partner
Head of Employment,
London



MGASs 2028 — What does the future look
like and are you ready for It?

Insurance Market view

« Smaller, flexible workforce
* Internationally diverse
« London HQ hub and virtual workplaces

» Reliant on multiple service providers

 Driven by technology

10



MGASs 2028 — What does the future look
like and are you ready for It?

ﬂOn demand

) = ®
Insurance Market view . Protectlgn‘; <C TASKRABBIT
] § 2 GIG ECOl\!pMY«‘r’»
Cultural shift towards: RS | < E o s S 3
O - ANHINE R

]
e =

» flexible working

 remote/agile/virtual workforce DIGTALS &

* part-time/flexi-time/compressed or zero ho

* engaging gig economy “workers” Q ——— 61 plan on embracing the gig

econHmY in some wiry

o) Q
J9%% are not interested
in mowing any of
their workforoe to
freelance contracts




MGAs 2028 — What does the future look @
like and are you ready for It?

Challenges of employing Generation Y/Millennials and Generation Z / “Snowflakes”

Q' sam Grittner {x 2 Follow

GSamGnittner

How many millennials does it take to change a
lightbulb? None. They accept it for who it is.
NS



MGASs 2028 — What does the future look
like and are you ready for It?

The shrinking workplace

» More redundancies reported last year than ever
and trend continuing into 2018

* Redundancies involving more than 20 people at
one establishment require prior consultation with
elected employee representatives

» High penalties for breach — 90 days’ gross pay per
dismissal



Market view: now and 5 years ahead

But MGA respondents to DWF’s Insurance Transformation Survey had a
different view from insurers and brokers, as MGAs told us:

OUR SURVEY SAID...

"W, /P

A\l Y U4 * They are the most optimistic about future market conditions

AK * They need to invest in technology to handle claims and reduce overheads

AW

ar B * They expect to take on more employees across all areas of their
businesses

» The greatest personal risk MGA executives will face in 5 years’ time is
regulatory sanction from compliance failings

* The lowest personal risk for MGA executives in 5 years’ time is
redundancy after, say, a merger or acquisition

Private & Confidential. Not for distribution.
© DWF LLP 2018 14
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Regulatory Perspective

Jeremy lrving, Partner
Corporate Insurance



UK Insurance Regulation 2018+ — key features

Transparency

Transparency

* To customers
* Remuneration
- IDD
« Product governance and value
« To requlators
» Corporate and individual (SMCR)

Efficiency Accountability



Product value transparency

Current pilot (2017 — 2 years?)

Personal lines

« Home

* Personal accident / key cover add-ons
‘Scorecard’

« Claims frequencies (per policy)

« Claims acceptance rates (per total claims)

* Average claims pay-outs (inc. claims costs)

_ | REAOINESS
Claims ratio? 1S ALL



Transparency and value

IDD: Art 17.1: “insurance distributors [shall] always act honestly, fairly and
professionally in accordance with the best interests of their customers”

Art 17.3: “... shall not make any arrangement by way of remuneration ... or otherwise
that could [conflict with its customer’s best interests]”

IDD Delegated Acts Art 6:
“[Distributors] shall avoid over-
reliance on disclosure [and]
ensure that disclosure ... isa ...

of interest ... are not sufficient to
[prevent] risks of damage to
[customers’] interests”

last resort [to] be used only where
the [distributor’s] ... arrangements
... to prevent or manage conflicts

FCA Market Study
T .

MGAs: “The client
may not necessarily
be aware of the
length of the chain
of firms involved in
lacing the risk,

Private & Confidential. Not for distribution.
© DWF LLP 2018

FCA (Bluefin): “... that ... brokers will
always act in the best interests of their
customers and provide them with
sufficient information to allow
...Informed decisions, is central to the
relationship of trust between [brokers]
and ... customers [especially] where the
... broker is party to information to which
the customer does not have access ...”

18



SMCR - factors for case study

Integrity ST

Due skill, care and diligence

Open and co-operative with ... regulators
The business of the firm for which you are responsible | *
* iIs controlled effectively and

« complies with the relevant requirements and
standards of the regulatory system

Pay due regard to the interests of current and potential bz
future policyholders [as to] their insured benefits

Culture
Financial information / Business Model

Private & Confidential. Not for distribution.
© DWF LLP 2018 19
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Breakout

Private & Confidential. Not for distribution.
© DWF LLP 2018
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Feedback

Private & Confidential. Not for distribution.
© DWF LLP 2018
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Open Forum

Private & Confidential. Not for distribution.
© DWF LLP 2018
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Transforming legal services through our people for our clients

Beyond borders, sectors and expectations

© DWF LLP 2018. DWF LLP is a limited liability

DWEF is a global legal business, connecting expert prnestp eqtredn Enlandand W egcre
services with innovative thinkers across diverse regulated by the Soltors Regulation Authory. DWE LLP
sectors. Like us, our clients recognise that the world is lorm Partner f Used (0 refor to a Member of DWF LLP o
changing fast and the old rules no longer apply. Gualfcation. A st of the Members of DWE LLP and of the

Non-Members who are designated as Partners is open to
inspection at its registered office, 1 Scott Place, 2
Hardman Street, Manchester M3 3AA. Copyright in this
document belongs to DWF LLP which asserts the right to

That,S Why We’l'e a|WayS flndlng aglle WayS tO taCkle t)he iderf\ti_l;iﬁqgsfsuchtgnd_hgrfbydot(;jectsto anyn|1isuse
y . . _ereo g ISIN orma} onis in en [S] asagener_a
new challenges together. But we don’t simply claim to e

be different. We prove it through every detail of our vice, DWF 1 not responsioe fr any actviy underasen

- based on this information and makes no representations
work, across every level. We go beyond conventions 2;&”3?;?222;"22%22;”rZTf;Eﬁ;%i‘QL?JL?E?.}S*’;%L‘:E
an d expectatl O nS . information contained herein. 290316

. . dwf.law
Join us on the journey.



