f/-?j newgen

Policy Wording Drift
Is Compounding Across

UK Portfolios.
Orchestrated
Governance

Is How You Account for It




Almost every risk an insurer carries is measured somewhere.

Catastrophe exposure, reserve adequacy, counterparty credit, each has its dashboard and its review cycle. The risk inside the policy wording
itself rarely appears on any of them. Before reading further, run a quick test of how exposed your own wording estate might be.

SELF-ASSESSMENT

Seven questions to ask before your read further

Can you generate a wording level risk exposure report across all policies
written over last 5 years?

< Do you still have thousands of words like wording templates, which are
manually stitched by underwriters during binding process?

Do you have a single, governed source of truth for our clause
< and wording library?

Are your underwriters still investing in manual effort and rework between
a quote and a compliant, issued policy document?

I Could you produce a complete audit trail for every wording change made
in the past twelve months within 24 hours?

‘ When you expand into a new geography or launch a new product,
does the wording infrastructure accelerate or slow that process?

r If a disputed claim arrived tomorrow, would the claims team, the
underwriter, and the legal team all be referencing the same clause?

If You Answered "No" to Even a Handful of these Questions, Your Policy Wording
and Clause Management Might Be Overdue For a Closer Inspection.

Every insurer begins with a well-governed set of policy wordings, carefully reviewed and controlled.

The challenge emerges over time. For example, new products are launched, regional variations are introduced, or when regulatory
updates are applied over time. Gradually, the distance/drift between the intended wording and the issued wording begins to grow.
Due to the incremental nature of the drift, it often goes unnoticed until a claim, audit, or regulatory review forces the question.

Here's a typical scenario.
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The Clause that Slipped Through

G It's 9:37 AM.

A fine Tuesday morning in the claims department of a London-market

commercial property insurer. A storm damage claim has come in, substantial enough
to need senior review. The claims handler pulls the policy document. The storm
damage clause defines covered hazards one way. The underwriter who bound the
risk 18 months ago pulls their version from the underwriting file. The definition reads
differently. Legal retrieves a third version from the master clause library. The one that
was updated after the 2022-23 storm season to tighten the ‘subsidence carve-out’,
but that tightening never made it into the renewal templates.

- CLAUSE THREE VERSIONS ( NE DISPUTED CLAIM

4 7 4 ’

VERSION A VERSION B VERSION C

Claims file. Storm Underwriting file. Storm Master clause library.

damage clause includes damage clause Subsidence coverage

subsidence as a covered excludes subsidence conditional on survey

peril. Matches the 2021 unless separately date. Updated 2024,

template endorsed. Reflects the never propagated to

2023 tightening renewal templates
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Three versions of one clause. Dwelling in three systems. Administering one disputed claim.

Nobody made a mistake. No one was negligent. Simply, the clause drifted. A necessary update in one place failed to flow through to every
other place that depended on it. And the gap between what was intended and what was issued grew inadvertently that nobody noticed until
a claim forced the question.

This story is fictional. But if you work in specialty or commercial insurance in the UK, some version of it probably feels familiar. Sure, the specif-
ics may differ. Perhaps it was an exclusion rather than a definition, or a marine hull policy rather than commmercial property. The mechanism,

though, is almost always the same. Language drifts. Systems don't catch it and the cost surfaces somewhere downstream.
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Every Insurer Starts with a Clean Clause Library

Most insurers think of it as a document administration problem.
An issue that a better filing or disciplined version control might
solve. But that framing misses the deeper issue. What's happening
is a knowledge integrity problem. The accumulated contractual
language that defines what an insurer promises, excludes, and is
liable for has become harder to trust.

Ny

|s  itself becoming unbound

The timing makes it worth paying urgent attention.

Regulatory Signal

In February 2026, the Financial Conduct Authority (FCA) published its first annual

Regulatory Priorities report for the insurance sector, placing claims handling and consumer understanding
at the top of the agenda. Policy wording clarity sits at the heart of both priorities. The ground is shifting
beneath the words insurers put into the world.

The question is whether the systems managing the words are changing with it. For insurers running Guidewire or Duck Creek as
their core policy administration system (PAS), the wording management layer is often the one part of the technology stack that hasn't
kept pace with the platform investment around it. The PAS is modern. The underwriting workbench is capable. But the wording that
feeds policy output still runs on a combination of shared drives, legacy document management, and manual assembly.
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https://www.skadden.com/-/media/files/publications/2026/03/uk-financial-conduct-authority-reveals-its-regulatory-priorities/regulatory-priorities-report.pdf?rev=6e4b7057fb0747c5b1dec6a49b5b14c5&hash=45F5B87DD794C5A16149C5493A2E058E
https://www.skadden.com/-/media/files/publications/2026/03/uk-financial-conduct-authority-reveals-its-regulatory-priorities/regulatory-priorities-report.pdf?rev=6e4b7057fb0747c5b1dec6a49b5b14c5&hash=45F5B87DD794C5A16149C5493A2E058E

Where it Starts to Drift: The Four Stages

There's a pattern to how this happens and tracing it is worthwhile
because it uncovers why the problem is rather structural over
behavioural. The system itself creates the drift. Think of it as four
stages. They unfold gradually, often over years, and they look
different depending on whether you're sitting in the underwriting
office or the technology team.

THE FOUR STAGES OF WORDING DRIFT

/ B N
_.__."'ﬂ g It Starts ‘v';”‘f * It Starts | pep © It Starts : It Surfaces
5 Clean 4 o Spreading »o0 = Splitting & -
Precise language. >‘» New products, regions, < Local copies diverge )) A disputed claim,
Governed clauses. . endorsements. Variants 1 from master. Renewal regulatory review, or
One source of truth. multiply faster than templates carry last system migration
Everything aligns. governance can keep up. year's language. reveals years of
Version control accumulated drift.
becomes nominal.

The first stage is straightforward. Clean language, governed clauses and single source of truth. Everything aligns with the
core PAS. Data flows in, policy documents flow out, and the wording reflects the underwriting intent.

The library expands faster and beyond the limits of what the original governance process was designed to handle. What

@ The second stage arrives with growth. New products, lines, and geographies. Each introduces its own clause variants.
started as a tidy repository becomes a broad set of overlapping, at times inconsistent, wordings.

The third stage is where processes get challenging. Local modifications made for specific insureds or risks begin to
diverge from the master library. Renewal documentation carries forward prior year's wording, as mid-term clause
updates were not reflected. In organisations running Guidewire or Duck Creek, the PAS holds one record of what
coverages were bound. The document layer holds what may or may not be a corresponding/consistent set of language.
The gap between the two grows incrementally, without visibility, and consequentially.

The fourth stage is exposure. And it seldom arrives gently.
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THE 6-MONTH NIGHTMARE

A true story from specialty insurance underwriting

_ "A SIMPLE CLAUSE CHANGE"

?

'

- Sarah, Sr. Director, Head of Underwriting

"We need to update one clause across all our specialty policies.

-'H 3 - RAISE THE TICKET

IT CHANGE REQUEST

Assigned to: 7??
Est. completion: 90 business days

ed on 11 pag

Ticket raised! Should hear back in... checks policy...
90 business days

"So, can you explain again why this clause needs
changing?"' .3rd time this week

3 -"WHERE IS IT?"

Marine Cyber D&O Aviation
Liability Bond Health Trade Cr.

8

"It's in how many templates?!
FORTY-SEVEN?!

E&O
Surety

Property
Motor

Cargo
Life

3

MONTHS GONE

(

3 )
MONTHS

Manual searching
across all files

- 4 —"LET'S SCHEDULE A CALL" 'HS 4-5 - THE EMAIL SPIRAL

RE: RE: RE: Clause update ticket #4782 |

MEETING #1 OF ???

RE: RE: RE: RE: Any update on this?

L}
IT Dev RE: RE: RE: RE: RE: Still waiting... 1 5+
Manager

RE: RE: RE: RE: RE: RE: Chasing follow-up
emails

sent

Sarah

- l"-

RE: RE: RE: URGENT: 10th follow

URGENT URGENT: 15th email. PLEASE. f

Email #15: "PLEASE can someone just tell me the
STATUS?!"

(6 Wion s - escatamion T

'ESCALATION.
H2

IT Director

#1

"This has been 5 months. I'm escalating to the
CTO. Again."

o

CTO/CEO ‘@‘ v

g [ | ~#¥ 1clause change

"6 months... 1 clause... and we'll have to do this
ALL OVER AGAIN next time."




Through the Chief Underwriting Through the Chief Technology

Stage . .
Officer (CUQO's) Lens Officer (CTO’s) Lens

Clause variants accumulate faster than any
manual review process can track. The risk
portfolio grows but visibility over what
language governs each risk reduces.

Data flows between the wording and core PAS begin
to rupture. What the underwriting system records and
what the policy document states start to diverge.

Proliferation

- Renewal templates carry forward outdated Manual reconciliation between systems becomes the
= exclusions. Tightenings applied to one norm. Teams build workarounds. The Guidewire/Duck
S~ _ portfolio remain loose in another. Exposure Creek instance holds one version. The wording library
S becomes uneven and hard to quantify. holds another.
Divergence

A disputed claim, an audit, or a market expansion A system migration or integration project surfaces years
into new territory reveals the wording drift of piled inconsistency. What was assumed to be a data
beyond anyone’s ability to reconcile quickly problem turns out to be a language problem

The LMA's legal outlook for 2026 notes that in a softer market,
insurers often ease important protections in policy wordings and
reduce exclusions to stay competitive. The commercial pressure to
bind risks quickly outweighs the need for meticulous inspection
or governance instinct.
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A Why the Drift Accelerates in a Soft Market
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https://lmalloyds.com/legal-and-regulatory-outlook-2026-priorities-for-the-lloyds-market/

The Real Costs of Inconsistent Policy Wording

The costs of wording drift don’t show themselves on a balance sheet.
They surface in alternative ways, often attributed to other factors,
making it genuinely difficult to measure. However, mapping the cost
architecture shares a visible clarity.

THE COST ARCHITECTURE OF WORDING DRIFT

Claims leakage from inconsistent wording across portfolios. Regulatory

9:_ DIRECT penalties when policy language fails compliance review. Legal fees

= e COSTS from disputes where contract certainty was compromised.

i INDIRECT Underwriter time spent verifying wording accuracy before binding. IT resource
_/V@ COSTS consumed by integration workarounds between wording layer and core PAS.

Speed-to-bind delays that stunts the competitive position in softer markets.

New product launches delayed because the wording infrastructure don't
//J OPPORTUNITY support rapid template creation. Stalled geographic expansion by clause
D_[W @3 COSTS localisation challenges. Renewal cycles slowed by inability to implement
' updates at scale.

Consider the compound effect. An underwriter spends an extra forty minutes per risk verifying the wording in a
renewal template still reflects the current master clause. Across a portfolio of several hundred risks, that adds up
to weeks of senior underwriting time. This is the time redirected from actual underwriting judgment to what is
essentially administrative verification. The CUO feels this as a speed problem. The CTO feels it as an integration
problem. The CFO eventually feels it as a margin problem.
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£56.2 billion
Lloyd’s market stamp capacity in 2025. Every pound of it governed by policy wording.

The regulatory dimension is becoming stringent in parallel. The FCA’s 2026 priorities include broadening its review of
oversight where claims processes are outsourced or sit under delegated authority models. For insurers managing wording
across multiple cover holders or MGAs, the ability to demonstrate that policy language is consistent, current, and compliant
across every channel is becoming a regulatory expectation.

And for insurers whose core PAS processes one version of reality while the wording store holds another, the integration gap
is where the risk concentrates. Every manual touchpoint between Guidewire or Duck Creek and the wording management
process is a point where drift can enter and compound.

There's a further cost that most insurers haven't mapped at all. Even when the wording library is correct, if the document
generation layer that produces the actual policy schedule or endorsement notice pulls from a separate source, or relies on
an outdated template cache, drift re-enters at the very last step. The clause was right in the library. It was right in the
assembly logic. But somewhere between assembly and the document that lands in the policyholder’s hands, a different
version appeared. The documentation layer and the customer communication layer need to be part of the same gov-
erned chain. When they aren't, the final output becomes the weakest link in an otherwise strong process.
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https://lmalloyds.com/lloyds-market-association-declares-2026-year-of-significant-transition-in-handling-of-market-operations/
https://www.skadden.com/-/media/files/publications/2026/03/uk-financial-conduct-authority-reveals-its-regulatory-priorities/regulatory-priorities-report.pdf?rev=6e4b7057fb0747c5b1dec6a49b5b14c5&hash=45F5B87DD794C5A16149C5493A2E058E

How an Orchestrated Policy Wording & Clause
Management Works

The answer is architectural. And the principle is straightforward even if the execution requires genuine
platform capability. There must be a single layer that sits between underwriting intent and policy output.
A governed wording management where language, rules, templates, and audit trails operate as one
coordinated system rather than as scattered components managed by different teams in different tc}ols.

Four capabilities need to be orchestrated for this layer to work.
THE GOVERNED LAYER
/" N

A Single, Versioned Source of Truth Rule-based Assembly
One clause library. Full version control. Every modification Policy documents assembled by logic rather than manual selec-
tracked and approved through maker-checker workflows. tion. Product type, geography, endorsement combinations, and s
When a clause is updated, the update applies across every ) coverage selections determine which clauses apply. The judgment
template and portfolio that depends on it. One version of the that experienced underwriters have always carried in their heads
truth, referenced by everyone. becomes embedded in the system and applied consistently. 1
\. N 4
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Dynamic Templates that Adapt Integration and Output by Design
Templates that assemble documents based on the intersection The wording layer connects natively to the policy administration
of client data, coverage selections, and wording rules. Not static i system. Client details, coverages, and endorsements flow in from
files that someone copies and edits. Dynamic templates that Guidewire, Duck Creek, or whichever core platform an insurer has |
1 respond to each risk while maintaining structural integrity and ” invested in. Compliant documents flow out. No re-keying. No
b flowing directly from the core PAS. | version drift between systems. Compliant, personalised policy
documents flow out across print, digital, and portal channels,
J generated from the same governed source.
- — \o )

None of these ideas are radical in isolation. Underwriters have been asking for better version control for years. Technology teams have
been trying to solve the integration problem for just as long. The shift is in treating them as interdependent parts of a single governed
architecture rather than as separate improvement projects that each solve a piece of the puzzle while leaving the structural problem
intact.

For insurers who have invested in Guidewire or Duck Creek as their policy administration backbone, this matters particularly.

The PAS is sophisticated and the data model is rich. But if the wording layer that generates the actual policy document still runs on a
disconnected process, the PAS investment is undermined at the point of output. The governance completes the chain from
underwriting intent and clause assembly to customer-facing document delivery.
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And here’s what changes when that chain is complete.

UNORCHESTRATED ORCHESTRATED
Clauses scattered across local drives, email attachments, One comprehensive clause library with full version control and
and legacy document archives maker-checker governance
Templates are static files, copied and manually edited per risk. Dynamic templates that assemble automatically based on product,
Outdated language persists geography, and coverage rules
Manual verification before binding. Underwriters spend time Rule-based assembly. The system applies the right clauses
checking language instead of assessing risk consistently, freeing underwriters for judgment work
Integration gaps between wording store and PAS. Re-keying is Native connectivity with the core PAS. Data flows in, compliant
common. Drift is inevitable documents flow out. No re-keying
Audit trails are reconstructed after the fact. Compliance is reactive End-to-end auditability built in. Every change tracked. Compliance

is continuous

Document generation runs on a separate system with its own Document generation and communication delivery integrated into —=Sa e
template store. The final output may not reflect the governed the same governed chain. What the clause library governs is

wording exactly what the policyholder receives.

Orchestrating the Policy Wording & Clause Management
Lifecycle with Newgen

Newgen'’s Smart Policy Wording and Clause Management Solution takes the four architectural principles above and turns
them into working capability. The solution, purpose-built on an intelligent orchestration platform, ensures the comprehensive
management of policies and clauses, including creation, processing, maintenance, and long-term archival. The solution
expands visibility and transparency across the process, mitigates risks, and helps stay compliant.

This is what it means to orchestrate intelligent enterprises in the context of policy wording. Bringing together processes,
content, decisions, and intelligence into a single, unified execution layer. Every action visible. Every output auditable. Every
document compliant. With over three decades of experience, Newgen brings deep domain expertise in solving exactly the
kind of content-intensive, process-heavy challenges that your policy wording and clause management requires. The question
that remains is where your own systems stand today. Take this short assessment.

NN\
Connect with us for a Comprehensive Audit

. Understand where your wording estate stands today and what it would take to bring it -
under orchestrated governance. Whether you're running Guidewire, Duck Creek, or a
bespoke core system, the assessment maps your current state and the path forward.

Request your Detailed Assessment Today




About Newgen

Newgen Software Orchestrates Intelligent Enterprises at scale. The NewgenONE
unifies content, processes, and communications into an orchestration layer where
intelligence is embedded into how enterprises operate, with trust, governance, and
control built in. Enterprises move beyond fragmented initiatives to continuously
adaptive, production-ready operations. Decisions, workflows, and experiences evolve
in real time, shaped by context, data, and embedded Al. Trusted by leading
organizations worldwide, Newgen defines how modern enterprises operate,
intelligently and at scale.
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www.newgensoft.com
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