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INTERIM PRUDENTIAL SOURCEBOOK FOR INVESTMENT BUSINESSES
(AMENDMENT NO 4) INSTRUMENT 2003

Powers exercised

A. The Financial Services Authority makes this instrument in the exercise of the following powers
and related provisions in the Financial Services and Markets Act 2000 (the “Act”).

(1) section 138 (General rule-making power);

(2) section 149 (Evidential provisions); and

(3) section 156 (General supplementary powers).

B. The rule-making powers listed above are specified for the purpose of section 153(2) of the Act
(Rule-making instruments).

Commencement

C. This instrument comes into force on 1 July 2003.

Amendments to the Interim Prudential sourcebook for investment businesses

D. IPRU(INV) is amended in accordance with the Annex to this instrument.

Citation

E. This instrument may be cited as the Interim Prudential Sourcebook for Investment Businesses
(Amendment No 4) Instrument 2003.

By order of the Board
19 June 2003

         FSA 2003/42
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Annex

Amendments to IPRU(INV)

In this Annex, underlining indicates new text and striking through indicates deleted text.

Chapter 13:
Financial Resources Requirements for
Personal Investment Firms

(In IPRU (INV), this text is at page 2 of 71)

13.1.5 E ...

(2) The professional indemnity insurance policy should incorporate
terms which make provision for the following:

...

(j) the excess is not to exceed the greater of £5,000 or 3% of relevant
income;

(jA)      a single excess is to apply in respect of one or more claims brought
against the firm by one or more claimants arising from:

(i)         a single act or omission;

(ii)        a series of acts or omissions, if the series is as a result of:
(A)       a course of dishonest conduct, or
(B)       an event causing loss of, or damage to, documents.

APPENDIX 13 (2)E
PROFESSIONAL INDEMNITY INSURANCE PROVISIONS

(page 1 of 16)

E The policy terms and additional clauses set out below form part of rule 13.1.65E and have
the status of evidential provisions.

...

SECTION 3 – CLAIMS CONDITIONS

3.2  (a) If  during  the Period of  this  Policy  the Assured  shall  receive  any claim, the
Assured shall give notice (see 3.3) to Underwriters as soon as practicable, but in any
event not later than expiry of the Period of this Policy.
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(b)  If during the Period of this Policy the Assured becomes aware of any  Circumstance
which  may  give  rise  to  a  claim,  the  Assured shall give notice (see 3.3) to
Underwriters of such Circumstance as soon as practicable, but in any event not later
than expiry  of the Period of this Policy.

Underwriters agree that any such Circumstance notified to them during the Period of
this Policy and which subsequently gives rise to a claim after expiry of this policy
shall be deemed to be a claim first made during the Period of this Policy.

Notice

3.3                   Notwithstanding Clause 3.2 if the Assured becomes aware of a claim or discovers
any       Circumstance and is unable, due to any reasonable cause, to give notice
during the Period of this Policy, Underwriters will accept such notice up to 15 days
after expiry of this policy, provided always that the matter which is being notified
first came to the Assured's attention during the Period of this Policy.

...

SECTION 5 - EXCLUSIONS

5.1  This policy shall not indemnify the Assured in respect of the following:

(a) Excess

The amount of the Excess shown in the Schedule or in any extension as appropriate.

Defence costs referred to in Clause 1.2 shall not be the subject of any excess.

i)  In respect of clause 1.1 “Insuring Clause” and/or clause 1.2 “Defence Costs In
Addition”, the amount of the Excess shown in the Schedule or in any extension as
appropriate.

ii)  In the event that Underwriters decline the Assured’s claim for indemnity under
clause 1.1 “Insuring Clause”, Underwriters shall have no right under this clause to
recover from the Assured the amount of the Excess in respect of any Defence Costs
paid by Underwriters.

...

(h) War Risks and Terrorism Exclusion

In respect of extension 2.1 only, any consequence of Any claim arising directly or
indirectly out of :

(i) war, including a terrorist act initiated by hostile parties, invasion, act
of foreign enemy, hostilities (whether war be declared or not), civil
war, rebellion, revolution, insurrection, civil commotion or military or
usurped power; or

(ii) an act of terrorism.
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...

(n) Computer Network and Data Corruption

Any claim arising directly or indirectly out of:

1. corruption, erasure, theft, alteration of; or

2. access or lack of access to; or

3. interference with;

electronically held data of the Assured wholly or partly caused by any computer
virus or by any person who is not a partner, director or employee of the Assured.  In
this clause “employee” includes self-employed or contract hire persons used in
connection with the Assured’s Professional Business.

...

6.7 Excess

Shall mean the first amount of each claim by the Assured for an indemnity (including
associated Defence Costs), which is payable by the Assured because of clause 5.1 (a), and
where the claim for indemnity comprises one or more claims brought against the Assured by
one or more claimants but arises from a single act or omission by the Assured. Where,
however, a series of claims for indemnity is made by the Assured during the Period of this
Policy which arises from the same original cause a course of dishonest conduct or from loss
of or damage to documents then only one single excess shall apply in respect of all claims
resulting from that original cause series of claims.

...

Additional Clauses

1 COMPLIANCE CLAUSE

This  Policy  is  designed  to  provide  the  minimum  insurance requirements  in
accordance  with  the  rules of  the  Financial Services Authority ('FSA') as they
apply to the firm. However, for the avoidance of doubt in any dispute in connection
with the terms, conditions, exclusions and limitations of this Policy it is specifically
understood and agreed that the minimum insurance  requirements  as  set  out  in  the
FSA  rules at the date of inception or renewal of the policy shall  take precedence
over  any  terms,  conditions,  exclusions  or  limitations contained herein which are
less favourable to the Insured.

...
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Delete clause 3  (IBRC Compliance Clause) and clause 4 (Year 2000 Exclusion)

3 [deleted]

4 [deleted]


