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Professionals serving affluent
clients must buy bigger covers

They should avoid professional indemnity
policies with sub-limits or high deductible

KARTHIK JEROME

Despite exercisinga high level of
diligence and cautionin
discharging theirduties,
professionals sometimes make
inadvertent mistakes causing
physicaldamage or financial
losses totheir clients. The resulting
lawsuit and subsequent damage
awarded by courtscan exacta
heavytoll on their financial well-
being. One way they can protect
themselvesagainst such liabilities
isby purchasinga professional
indemnity (PI)cover.

Protection against ruin

ThePIpolicyisessentially alegal
liability cover. “Itcovers legal costs
and other legal expensesincurred
bytheinsured in their defence, as
well asdamages or costs awarded
toathird party,” says Raghavendra
Rao, chiefdistribution officer,
Future Generali India Insurance.
The third party referred to here

FOREIGN EXPOSURE RESULTS

IN HIGHER PREMIUM
Type of Sum insured
profession ®

50lakh 1crore

General 1,000 2,000
physician
Obsterician 3,000 6,000
ITeS 45,000 75,000

Premiums given above are indicative. Consulta
broker for exact premium applicable to you
Source: SecureNow Insurance Broker

Buy suminsured consistent
with client profile
Professionals should chooseasum
insured in keepingwiththe
financial status of their clients. “Ifa
patient suesadoctor, the court will
award a compensation commen-
suratewith the former’sincome-
generation capacity,” says Bondia.
Theimpactofthe service the

isthe professional’s professional renders
client. should alsodetermine

Expertssay with A thesuminsured. “In
growingliteracy and 5 terms of criticality, the
awareness, clientswill exposure thatclientsofa
turnmore litigious. cardiacsurgeon haveis
Lawsuitscan, attimes, go significantly higher than
tolp fttl)i' ye;lrt:s, resultingin tl'lllat (?f a genel;sl:lll i

ighlegal fees. Damages physician,sothe former

awarded by courtscan YO U R should go fora higher
alsobelarge. suminsured,” says

“By payinganominal M 0 N EY Bondia. Headds that

premium, professionals

can purchase peace of mind —that
should suchaliability arise, their
entire savings won’tbe wiped out,”
says Abhishek Bondia, co-founder,
SecureNow Insurance Broker.

Any professional who provides
advisory or consultingservices —
doctors, lawyers, CAs, financial
advisors, stockbrokers, etc —
should buy this policy.

“Tailored PI policies are
available,” says Rao.

buyers of PI policies

oftendecideonthesuminsured,
based on fees they charge.

“Thisisamistakeasthefeea
professional charges may not have
abearingon thesize of the claimhe
could face,” says Bondia.

AccordingtoT ARamalingam,
chieftechnical officer, Bajaj Allianz
General Insurance, “Professionals
and businesses with exposure to
litigious countries likethe US
should buya higher cover.” Eva

Saiwal, practiceleader-liability
and financial risk, PolicyBazaar,
addsthatsometimes havinga PI
coverofastipulated amountisa
prerequisite when bidding for
foreign contracts.

Beware of deductibles and sub-
limits

Fill outthe proposal form carefully,
clearly specifying your
occupation, theservicesyou
render, and the sort of exposure
you face. “Provide full information
onthe risks you are exposed to so
that the insurer can offer the right
coverage,” says Ramalingam.

These policies often come with
adeductible—theamountthe
insured hasto pay outofhisown
pocket. Only whena claim exceeds
thisamount does theinsurer’s
liabilityarise. While a higher
deductiblereducesthe premium,
itisadvisableto keepitatalevel
you can absorb easily.

Some policies have asub-limit
ontheamount paid forone
accident, say, one-fourth of the
suminsured. Itis preferable to buy
apolicywithout a sub-limit.

Study the major exclusionsand
seeifanyofthem infringes on your
interestsin asignificant way. For
instance, a policy that excludesall
exposureto financial advice would
beofnousetoafinancial advisoror
wealth manager.

Buy this policy early. “Claims
that arose before buyingthe policy
won’t be covered norwill aliability
arisingonaccountofanyillegal
activity,” says Saiwal. The
jurisdiction of some policiesis
limited toIndia. Professionals
having a global clientbase should
avoid them.

Understand thetermsand
conditions of the policy before
purchasingit.

“Ifyouarebuyinga policy
because acontractrequiresyou to
do so, make sure both thesum
insured and the policy features
alignwiththe contract’s
requirements,” says Saiwal.




