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The UMA model
is ideal for those
brokers who are
locking te tap into
niche areas
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Getting the best from your
UMA

The South African Underwriting Managers Association (SAUMA) has
more than B0 registered members, meaning there is more than suffi-
cient choice for the broker who wishes to make use of the services of
an underwriting manager...

he underwnting management agency (UMA) model in South Alrica has grown
substantally over the last decada. It has helpad 1o resbape the local insurance
indusiry through the development of innovative insurance products that calar 1o
segments of the marke! that ganeralist insurers 1end 1o aveid

“The enfrance ol UMAS in the fale 1980s was largely in reaction to falling service levels in

the local insurance markal,” says Dean Delport, Exscutive; Inswance at Compass insur-
ance. “There was a growing need for specalised and niche product of ferings that weren't
being offered by nsurance companes.” By locusing on these niche products, UMAS provde
supenor service ievals, highly focused on the needs of their target market.

Agent of the insurer

A LIMA s the agent of the insurer-only, it does nod seil policies deectly to the msurad and it
does not operale in the broker's space,” says Chrsting Rodrigues, Associate: Banking and
Finance Department at Denays Rettz. The UMA performe hinder funclicnes and other services
on behall of an nsurer as an expert in a particutar type of business. Its lunctions are regulated
by ingurance legpelation and by & written agreement Batweaen the LIMA and insuser

Sydney James, Client Manager at Centrig Insurance expands on the concepl: Tha LA
business maodel is a legal agreement between a principal (insurance somgany) and an agent
(LiMA) whereby the pnncipal mandates the agent 10 perorm certam underwiling and admin-
stration functions on its behall, In other woeds, the agent needs 1o adbere to the terms of the
mandate and account to the pnncipal tor all actions camied out in terms of that mandate. The
nsurar 15 ‘bound’ in respect of polices ssued by the UMA. And the agreement s regulatad
anct codifiec in vanous Acts n ordar to control the activities of UAs and intermedianes acting
under binding authonbies Inom insurars.

He says there are wo extrema views when it comes (o the rode and fufure of UMAS in the local
insurance sector The first is that LIMAS exist to make profits af the expense of policyholders
Simply pat they are remanaraled basad on thair Ioss matios - rewarded or penalised for the
paymen| or non-payment of claims. A second view 15 thal UMAs are a welcome consequence
ol the consolidation thal has taken place in the insurance sector lor years. They exist because
there are {ewer insurers and less choice for brokers and conswmers as far as insurance
procucts are cancemed.

An ideal model

Why should a broker consider condectimg 15 business via a UMA and what should a broker
consder as strategically important whan dong so? “The UMMA model s 1deal for those brokers
who are looking to tap into niche areas.” says Defporl. They deal with the same kinds of clams
every day - whathar that is a focus on thalched roofed houses. marine insurance of motor
lleels - o they can provide the broker with experlise inwhat can be highly complex areas of
insurance. The broker is then able 1o lake this exper! knowledge 1o the clignt and advise them
properly on the nsks that they may face, thereby ensuring they have an effective risk manage-
ment strateqy agains! a vanety of potential rnsks,

Many brokers who partner with an agency deal excluswely with tha UMA for a particular nicha,
=200t 13 essential 1o partnes wath the nght agency from the outset. While some enlreprenaurs
have been very successiul in recognsing opportunities 1o lorm UMAS, there have also beena
numbzer of falures due to a poor understanding of the busingss model. One ol the key tactors
for & broker to keap in mind s the skill set of those working at and running the LMA,
(Cartinued o p.58)




