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The specialist divisions of Willis FINEX
produce regular publications on the
relevant issues affecting the insurance
industry and the affect they have on
various business sectors. To request
editions of The Willis Index including
Financial Institutions, Professional
Indemnity, Directors' & Officers'
Liability or Environmental Liability
please contact Melanie Barnes at
barnesmx@willis.com.
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AIFI Conference 

Following an extremely busy and exciting year in Italy
where the M&A Practice was retained on many high
profile private equity transactions we also began to make
an impact in the Spanish market. Willis is confident
about meeting its ambition of being the leading
insurance M&A advisor in the Southern European region.
Our unique approach to relationship management and
service delivery based on a spirit of partnership and long
term value creation has been recognised by our clients
as being best suited to their specific requirements.

The benefits from this approach are beginning to be
applied with equal success and satisfaction to our
corporate client base. In the resurgent trend of corporate
M&A activity this is a key contributor to our deal flow.

Transactions such as the Rinascente acquisition by a
consortium led by Investitori Associati, Italy's first tertiary
buyout of FL Selenia by KKR and the buyout of IP
Cleaning by B&S Private Equity and MCC Sofipa
demonstrate our capabilities across a whole range of
sectors; in addition our role of insurance advisor on the
acquisition of Inaer, a leading operator of a fleet of
helicopters by Investindustrial in Spain not only
demonstrated our arrival as an advisor of choice in Spain
but gave us the opportunity to add material value to the
transaction and post closing newco. We continue to
expand the dedicated teams in both Milan and Madrid
to ensure continued excellence in servicing our growing
client base.

Sebastiano Doria
Practice Leader Continental Europe
Willis Mergers & Acquisitions Practice

For the third consecutive year, Willis is proud to be the
sole sponsor of the AIFI (Italian Private Equity and
Venture Capital Association) annual meeting. AIFI is a
very active and supportive organization which plays an
important role in representing and defending the
interests of the Italian Private Equity community. Willis,
an Associate Member of AIFI, is committed to continuing
to support this association in the long term.

"AIFI is very grateful to Willis for its continued support in
the organization of the annual meeting, Willis is a
member of AIFI and a trusted advisor to the Italian and
international Private Equity community"

Anna Gervasoni
General Manager AIFIAIFI

The Willis Worldwide
Directory

Willis FINEX has published
The Willis Worldwide
Directory of Directors' and
Officers' Liability. It is a
unique guide detailing the
personal liabilities of
directors in 51
jurisdictions in Africa, Latin
America, North America,
Asia, Australia, Europe

and the Middle East. This 600-page compendium, the
most extensive of its kind to date, will be an
invaluable reference for senior level executives,
corporate counsels, company secretaries and risk
managers. Please call Melanie Barnes for your copy 
on +44 (0)20 7975 2481.
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The difficulties in evaluating and managing environmental risks can
present major obstacles to property and corporate transactions. Concerns
over potential environmental liabilities can jeopardise the entire deal if the
risks are not adequately understood, addressed and managed.
Environmental Insurance can provide a solution, helping to unlock deals
that would otherwise have stalled. But how often is the use of
environmental insurance considered in transactions and what factors
dictate whether it is procured? To find out, Willis surveyed some 600 legal
practitioners within the property and corporate sectors, including
environmental lawyers.

Despite the broad base of opinion sought, the majority of respondents
indicated that environmental issues represented concerns in up to half of
transactions, illustrating that not only are environmental issues routinely
considered, but that they have the potential to impact transactions in
many cases.

réí~âÉ=çÑ=båîáêçåãÉåí~ä=fåëìê~åÅÉ
It is clear from responses that a wide range of factors dictate whether
insurance is procured, as shown below. Lack of awareness of
Environmental Insurance products was not highlighted as a major reason,
suggesting that the availability and potential role of Environmental
Insurance is well understood. In addition, the limited pollution cover
afforded by general liability and property insurances appears to be
acknowledged, as such policies were typically not relied upon in
transactions in preference to specialist Environmental Insurance. The
unpredictability of property and corporate transactions was evident in
responses, with over half of respondents indicating that the transaction 
for which Environmental Insurance was considered did not proceed.

Transaction negotiations appear to be effective in many cases at resolving
environmental concerns, perhaps in conjunction with a reduction in
perceived risk through further due diligence being undertaken, and/or by
the provision of indemnities or warranties by one party. The majority of

responses indicate that all of these reasons commonly played a key role. It
is interesting to note, however, that the role of Environmental Insurance in
supporting environmental indemnities and warranties was recognised, with
over half of the respondents indicating that this occurred in the majority of
cases.

There will inevitably be situations where Environmental Insurance may add
little perceived value to transactions, either because the policy coverage is
not appropriate or the premium is considered too expensive. Both these
reasons were cited as common factors as to why Environmental Insurance
is not procured, highlighting the need to use specialist brokers to
negotiate policy wording and ensure competitive premiums. At Willis, we
have seen a dramatic decrease in premium levels recently, even within the
past few months, suggesting that such responses may not be entirely
reflective of the current market conditions.

j~áå=ÇêáîÉêë=Ñçê=båîáêçåãÉåí~ä=fåëìê~åÅÉ
Merger and acquisition activity is clearly a major driver for Environmental
Insurance, however the requirements of funders or investors can also be
significant (see above). Concerns over the risks which may arise from or be
imposed by future and evolving legislation, as well as the risks presented
by brownfield redevelopment projects, were also thought to be key drivers
for the uptake of Environmental Insurance.

At Willis, we have seen a year-on-year increase in enquiries in the
Environmental Insurance sector. This trend is born out by the survey, with
over half of respondents having considered the use of Environmental
Insurance more frequently during 2005 than in previous years (see right).
In the words of Paul Davies of Macfarlanes, "Environmental Insurance is
here to stay".

cêÉèìÉåÅó=ïÜáÅÜ=íÜÉ=ìëÉ=çÑ=båîáêçåãÉåí~ä=fåëìê~åÅÉ=ï~ë
ÅçåëáÇÉêÉÇ=ÇìêáåÖ=OMMR=Åçãé~êÉÇ=íç=éêÉîáçìë=óÉ~êë

The Use of Environmental Insurance in Property and
Corporate Transactions
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_~ÅâÖêçìåÇ=íç=íÜÉ=pÉÅíçê
The private ownership structure of water utility companies in the UK and
Continental Europe has developed over the past 15 - 20 years, this being
initially triggered by privatisation in the UK of regional water utilities during
the late 1980's. Disposals of these historically state owned assets across
Continental Europe followed the UK lead and many businesses have, post-
privatisation, changed ownership several times as either trade or private
equity owners sought to consolidate in certain geographical or supply 
chain positions.

Regulated water utility supply businesses are perceived as good long-term
investment opportunities which although unlikely to generate spectacular
growth, offer predictability of revenue and a stable rate of return.

mìêÅÜ~ëÉê=`çåÅÉêåë=
The potential purchaser of a water utility will have many concerns to address
during the due diligence process in order to ensure that the assets, liabilities
and operational performance of the business being considered for purchase
are fully understood. Where historical, current and future (post-acquisition)
insurance arrangements are being considered it is important that the
proposed purchaser achieves a good understanding of:
� The design and age of the distribution network.
� Statutory and other regulatory / contractual liabilities assumed.
� Past activities and potential exposure of employees to disease risks.
� Business continuity plans in the event of loss / damage to the distribution

network.
� Ability to include costs of insurance / self insurance within the regulated

price mechanism.

fåëìê~åÅÉ=oáëâ=fëëìÉë
In a full due diligence exercise the key factors that need to be considered in
relation to insurable risks presented by a water utility are as follows -

iá~Äáäáíó=oáëâë=íçW
� Customers both domestic and commercial should drinking water supplies

be contaminated resulting in third-party illness / injury or product
damage (commercial customers).

� Government agencies and land / water course owners should actions of
the water utility result in sudden and accidental pollution to water
courses from, for example an escape of untreated sewerage or leak of
concentrated water treatment chemicals.

� Employees caused through inadequate provision or health and safety
training or enforcement of safe working practices.

� Employees caused through exposure to asbestos, high workplace
background noise levels, chemical irritants and other potential causations
of illness / disease.

� Members of the public should personal injury or property damage be
caused through trips / slips or motor vehicle accidents the result of
inadequately guarded and signposted street works whilst maintenance,
repair and replacement work is being performed on the business's
underground infrastructure assets.

mêçéÉêíó=~åÇ=oÉîÉåìÉ=píêÉ~ã=mêçíÉÅíáçå=J=ÉåëìêáåÖ=íÜ~íW
� Reinstatement valuations for above ground assets are adequate and up-

to-date.
� Should Business Interruption cover be required to address Additional

Increased Costs of Working ("AICoW") incurred in maintaining water
supply following loss or damage to underground assets (pipeline
infrastructure) that, a reinstatement value can be calculated for all
underground assets and the maximum AICoW can be quantified.

� Where maintenance, repair and replacement work to the business's
infrastructure is outsourced to third-party contractors, that these parties
are contractually obliged to insure their liability risks to the water utility in
the event that loss, damage or supply interruption is caused by the
contractor.

� Disaster recovery / Business Continuity planning is up-to-date and fully
tested.

� Terrorism risks (where appropriate) are insured.

båîáêçåãÉåí~ä=oáëâW
� Any history of contamination to soil and groundwater at owned/occupied

premises, for example water treatment works and sewerage treatment
plants caused by legacy or ongoing escapes of:
� Water treatment chemicals
� Untreated sewerage

� Asbestos insulation contained within owned/occupied premises both with
regard to historical now removed/encased asbestos and any still present
within premises.

_ÉåÉÑáíë=ÄêçìÖÜí=Äó=íÜÉ=táääáë=jC^=mê~ÅíáÅÉ
Substantial knowledge of the water utility sector in the UK, Europe and
Americas allows the Willis M&A Practice to ensure that each of these risks
will be reviewed and recommendations made where current insurance and
risk management arrangements can be improved upon. The team can
benchmark the level and scope of insurance cover purchased by a water
utility and to provide an estimate of insurance budget cost for the business
post-completion of any acquisition.

Once agreement has been reached to purchase a water utility business, the
M&A Practice can then facilitate the arrangement of a full new insurance
programme for the business, utilising the extensive global broking expertise 
of Willis in this sector.

Infrastructure Risks - Water Utilities
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Willis Limited, Registered number: 181116 England and Wales 
Registered address: Ten Trinity Square, London EC3P 3AX

Lloyd's Broker. Authorised and regulated by the Financial Services Authority.

pÉÄ~ëíá~åç=açêá~
mê~ÅíáÅÉ=iÉ~ÇÉê=J=`çåíáåÉåí~ä=bìêçéÉ

Sebastiano is based in London and Milan and is
responsible for developing the M&A opportunities in
Continental Europe and particularly for the leadership

of the Practice's activities in Italy & Spain. Sebastiano has more than ten
years of international insurance experience having worked both in the

London Insurance Market and in Continental Europe. Since 2000 he has
been focusing in the M&A field, during this period Sebastiano has worked
in most of the major Italian Private Equity deals and many European ones
providing due diligence services and specific insurance transaction
solutions.

aáêÉÅí=iáåÉW HQQ=EMFOM=TVTR=OTST=L=HPV=MO=QTTU=TPVQ
bã~áäW Ççêá~ë]ïáääáëKÅçã

Meet the Team

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

Euro 175,000,000
acquisition of

by 

aÉÅÉãÄÉê=OMMR
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

Euro 650,000,000
acquisition of

by

aÉÅÉãÄÉê=OMMR
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the 

Euro 205,000,000
acquisition of

få~Éê

by

aÉÅÉãÄÉê=OMMR
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence and structured a transaction insurance

product for the

£73,000,000
public to private of

fåîÉåíáîÉ=iÉáëìêÉ=mi`

by

a newco backed by the Alchemy Investment Plan

g~åì~êó=OMMS
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
and pensions due diligence on the

c.$200,000,000
acquisition of

a newco backed by

cÉÄêì~êó=OMMS
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence and structured an environmental insurance

solution for the

acquisition of

by

cÉÄêì~êó==OMMS
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by 

g~åì~êó=OMMS
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

mÉêíëíçêé=

by

g~åì~êó=OMMS
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by

g~åì~êó=OMMS
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

acquisition of

by

cÉÄêì~êó=OMMS
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

public to private

`êçïå=péçêíë=éäÅ=

by

a company backed by 

cÉÄêì~êó=OMMS
This announcement appears as a matter of record only

Willis Mergers & Acquisitions Practice performed insurance
due diligence on the

Euro 835,000,000
acquisition of

by 

aÉÅÉãÄÉê=OMMR
This announcement appears as a matter of record only
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