Standing Committee on Welfare and Service Matters ANNOUNCEMENT

AON

Insure your vision

DO YOU KNOW IEM PROVIDES THE
PROFESSIONAL INDEMNITY INSURANCE SERVICES THROUGH

PROFESSIONAL INDEMNITY INSURANCE
[By AON Professional Risks, AON Insurance Brokers (Malaysia) Sdn Bhd]

For more details, free consultation and enquiries on the above, kindly contact AON Insurance Brokers (Malaysia)
Sdn Bhd as follows:-

PERSON TO CONTACT:

Mr. Charles Perera Mr. Ling Hwa Ming

Vice President — Professional Risks Assistant Vice President — Professional Risks
Tel : 603 — 2095 6628 (ext. 133) Tel : 603 — 2095 6628 (ext. 143)

Fax : 603 — 2095 6618 HP : 016 — 323 9130 Fax : 603 — 2095 6618

E-mail : charles_perera@aon-asia.com E-mail : hwa_ming_ling@aon-asia.com
ADDRESS:

AON Professional Risks

AON Insurance Brokers (Malaysia) Sdn Bhd
7th Floor, Bangunan Malaysia Re,

No. 17, Lorong Dungun,

Damansara Heights,

50490 Kuala Lumpur

Please be informed that the Proposal/Application Form can be obtained from IEM Secretariat, Ahmad Tarmizi at
03-7968 4019 or e-mail to mizi@iem.org.my or established it from the IEM website at http:Zwww.iem.org.my.

The following are some information covered during the talk on ‘Professional Indemnity’ that had been organised on
27 August 2007 (Monday) from 5.30 p.m. — 7.30 p.m. The talk clarifies the insurance information for engineers as quoted
below. If interested, please read on:-

CONTENTS OF THE TALK

PROFESSIONAL LIABILITIES OF ENGINEERS

"It seems to me that in the ordinary employment of a professional man, whether it is a medical man, a lawyer, an
accountant, an architect or an engineer, his duty is to use reasonable care and skill in the course of his employment.”

- Lord Denning M.R., in the Greaves & Co (Contractors) Ltd. V. Baynham Meikle & Partners (a claim against consulting
engineers decided in 1975)
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EXTENT OF ENGINEERS’ LEGAL LIABILITY

= Contract value — RM200 million
= Professional fees — RM1 million
= Professional indemnity cover — RM2 million

Cracks began to appear on walls of building 2 months after handing over. Cause of collapse — defective design.
What is the extent of consultant engineer’s liability?

EXTENT OF ENGINEERS’ LEGAL LIABILITY - A RECENT EXAMPLE

Eu Sim Chuan vs. Kris Angsana Sdn Bhd [2007] 7 CLJ 91

Total damages awarded — RM6, 306,242.42

= Fees of engineers, valuers and quantity surveyor;
= Rental for alternative accommodation;

< Demolition and rebuilding;

= Cost of moving back to property;

= Cost of employing watchmen;

= General damages for mental distress and hardship;
= Aggravated and exemplary damages

IS PROFESSIONAL INDEMNITY NECESSARY?

= A majority of engineering firms — fee revenue between RM500,000 to RM5 million;
= Value of contract — RM30 million to RM200 million;

= What about the costs of legal defence;

= Most firms purchase Pl cover due to principal’s requirements

POSSIBLE RISK TRANSFER SOLUTIONS

= Risk Manage/Self Insure
= Limit by Contract
< Insurance — Annual Cover/Project Cover

WHAT DOES PROFESSIONAL INDEMNITY INSURANCE COVER?

= Operative Clause
= Policy extensions
= Exclusions
= Conditions

OPERATIVE CLAUSE

To indemnify the Insured against legal liability for any claim first made against the Insured during the period of
cover and which is notified in writing to insurer during the period of cover, for breach of professional duty in the
conduct of the Professional Business Practice carried on by or in behalf of the Insured by reason of any negligent
act, error or omission committed or alleged to have been committed on the part of the Insured, inclusive of
defence costs and expenses incurred with the Insurer’s written consent.
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CLAIMS MADE - BASIS

2003 2006
Bought Policy No Policy
| | |
Engineer committed Claimed filed
negligent act against engineer

Claim does not fall to be considered under the policy

CLAIMS MADE - BASIS

2003 2006
No Policy Bought Policy
| | | | |
Engineer committed Claimed filed
negligent act against engineer

Claim falls to be considered under the policy

CLAIMS MADE - BASIS

2003 2006
No Policy Bought Policy
| |
1 Jan 2006 '
Engineer committed Claimed filed
negligent act against engineer

Claim does not fall to be considered under the policy.
Negligent act committed before retro date.
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AUTOMATIC EXTENSIONS

= Libel and Slander

= Loss of Documents

= Consultants, Subcontractors and Agents
= Intellectual Property

= Joint Venture Liability

< Newly created or Acquired Entity or Subsidiary

< Run-off Cover Insured Entity or Subsidiary
= Estates and Legal Representatives
= QOutgoing Principals

EXCLUSIONS

= Prior or pending claims

« Fraud and Dishonesty

= Assumed Duty or Obligations (Warranties)
= Billings

= Related or Associated Entities
= Fines and Penalties

< Nuclear

= Supply of Goods

= War

« Terrorism

= Absolute Asbestos

< Mould and Pollution

Pl INSURANCE MARKET

= Not offered by all general insurers in Malaysia

= Specialised market

= Two types of insurers i.e. with own capacity or
capacity from reinsurers

= Pros and cons of these two insurers

PROCESS OF GETTING INSURANCE

= Filling up a proposal form is a starting point
= Sourcing quotes on a non-binding basis

« Comparative analysis of terms offered

= Acceptance of quotations

= Payment — 60 days Premium warranty

ADDITIONAL EXTENSION

e Fraud and Dishonesty of Employees
= Project Managers Endorsement

HOW MUCH DOES IT COSTS?

= No Standard rates

< Some underwriting factors

= Fee turnover, Limit of indemnity required,
Type of works (C&S, M&E, Geotechnical, etc),
No. of qualified engineers, etc

* Premium ranges from RM3,000 to RM500,000

EVOLUTION IN INSURANCE COVERS
= Civil liability wordings

< Inquiries

= Continuous cover

HOW MUCH COVERAGE SHOULD YOU HAVE?

= You should insure up to your potential limit of legal liability

SHOULD PROFESSIONAL INDEMNITY INSURANCE BE MADE COMPULSORY?

= Public Interests
= Continuity of engineering firms
= Tax deduction for premiums
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