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/-\

* Professional Indemnity insurance is
expensive \
 Claims without cover can bankrupt
Why Pl | a firm - CLADDING
INsurance IS * The true cost of a claim is more
importa nt than your claim excess

* You want cover that will respond,
handled by experts




e Your liabilities — tortious to
contractual

* “no more onerous than in the

The prob|ems absence of the contract”
associated * Not like car insurance

* Insurer on risk at the time you
notify a problem - CLADDING

with “claims
made” cover




How “claims
made”
operates in

the insurance
market

* Delay between work done and claim arising —
Defective Premises Act

* Cover can change in the meantime -
CLADDING

* The primary responsibility of market
insurance companies

* Cost and scope of cover can vary
considerably



* Established in May 2020
CLC PII * Problems buying adequate and reasonably

Working

priced cover, especially for SMEs

* Mix of members with trade body and
GFOUp government engagement

e 2 Surveys — 2021 and 2022




CLC PlIl Working Group
S

Number of responses 1,066 652 (61%)

hose answering 21% contractors 19% engineers
17% engineers 18% architects
14% architects 16% contractors
12% specialist consultants 11% fire risk assessors

53% under £2m 59% under £2m
20% £2-10m 16% £2-10m
18% £10-50m 16% £10-50m
10% over £50m 9% over £50m

No significant change - slightly more engineers and
less contractors and more fire risk assessors




CLC PIl Working Group

il Average rate  Average rate
51% 0-2.5% 67% 0<2.5% (97.1% by income; average income £48.8m)
26% 2.6-5%  16% 2.6<5% (1.5% by income; average income £3.2m)
17% 6-10% 12% 5<10% (0.8% by income; average income £2.3m)

6% 10%+ 5% 10%+ (0.4% by income; average income £2.7m)

More respondents paying 2.5% or less of

turnover by premium but still 17% paying 5% or
more and 5% paying 10% or more




CLC PlIl Working Group

As % income As % income

64% 0-2% 67% 0<2% (95.8% by income; average income £11.9m)
20% 3-5% 11% 3-5% (0.6% by income; average income £0.5m)
8% 6-10% 6% 6-10% (1.5% by income; average income £2.2m)
4% 11-20% 4% 11-20% (1.7% by income; average income £4.0m)
2% 21-50% 8% 21-50% (0.3% by income; average income £0.3m)
2% 50%+ 4% 50%+ (0.1% by income; average income £0.2m)

Similar percentage with an excess less than 3% of turnover
but a worrying upward trend in 12% compared to 4% with an
excess 21% or more of turnover




CLC PIl Working Group

2021 2022
Eestrictions +11047% total exclusion cladding  43% scope of cover fire safety
over 34% total exclusion fire safety 42% scope of cover cladding

31% scope of cover cladding  34% total exclusion cladding
30% scope of cover fire safety 28% level of cover fire safety

28% level of cover cladding 24% total exclusion fire safety
25% level of cover fire safety 22% level of cover cladding

Appears to be a move from total exclusion to
restricted scope of cover




CLC PlIl Working Group

2021 2022

AOC/agg cover [0V ¥-lole 64% aoc
28% agg
10% aoc but agg for fire safety 8% aoc but agg for fire safety

SIERGRNAL(SN71% able 78% able
over you 29% unable 22% unable
ant/need

Slight improvement in aoc cover and cover needs met but

still unacceptable levels of agg cover and cover that does not
meet needs




CLC PlIl Working Group

Excess voluntary or imposed 74% imposed 73% imposed
26% voluntary 27% voluntary

Restrictions on cover for fire safety [N 68% yes
32% no 32% no

Lost jobs 69% no 76% no
31% yes 24% yes

No real change on excesses and restrictions and slightly
better on lost jobs




CLC PII
Working
Group

Commercial market landscape today

* Flat/lower premiums
* Cover for fire safety claims post 2019

BUT
* MGAs? Long-term participants?

* Principal Designer/Principal Contractor
claims?

e Defective Premises Act claims?
* Building Liability Orders?
e 538 claims?




CLC Pl
Working
Group —
continuing
activities

. The future landscape — Principal
Designer/Principal Contractor dutyholder
roles

. CLC Standard Contract Terms statements
. Grenfell Inquiry Phase 2 Report

recommendations

. Mini conference in April

MHCLG request for Industry Response on
DPA and s38 Building Act

. To what extent is Pll preventing remedial
works?




Principal
Designer/

Principal
Contractor

* PD/PC to confirm in writing all steps taken to
comply with (co-ordination) duties

* GOVERNMENT LOBBIED AT BILL STAGE

* PD/PC to confirm in writing all reasonable
steps taken to comply with (coordination)
duties




CLC Standard
Contract
Terms

statements

https://www.constructionleadershipcouncil.co

.uk/wp-content/uploads/2024/10/CLC-

Statement-24-October-2024-CLC-Statement-

on-Standard-Appointment-Terms.pdf

e Letters to all authors of standard contracts
e Local Government Association
 HM Treasury (Construction Playbook)



Grenfell - . A
* Definition of Higher-Risk Buildings (HRBs)

In quiry Phase * Fire safety strategy from a registered fire
2 Re pOrt engineer submitted at Gateway 2

 Statement from the PD/PC at Gateway 2 that
all reasonable steps have been taken




* Robyn Whitmore — HSE, Building Safety
Division

Conference
28 April 2025

* Peter Dawber — Industry Competence
Committee

* Chris Doran, Weightmans LLP

* Anthony Armytage — Conflict Avoidance
Coalition

* Charmaine lbe — Ministry of Housing,
Communities and Local Government




Indust ry Defective Premises Act (DPA)

* Limitation period for DPA claims extended by
Response on the Building Safety Act 2022: 6 years to 30
DPA a nd S38 years retrospectively/15 years prospectively

Building Act el

Misuse (commercial organisations;
maintenance issues)

Increased risk/burden/deterrent '

/

Impact on delivery of government targets

> 4




Indust ry Section 38 of the Building Act 1984

Response on * 538 nc;tg/e’?oenacrt]edf— strict liability claims
the Building Regulations
DPA and s38 caused by breach o

Building Act

Concerns:

Lack of awareness
More claims by third parties
Personal injury/property damage only '

/

Strict liability not always covered by PlI

> 4




Indust ry Defective Premises Act (DPA)
* Increase in claims but not from those

Response on intended

DPA and s38 * Difficulty in defending claims — cost!!!
Building Act » Building Liability Orders (BLOs)
* Beyond combustible cladding

* Interpretation of Fire Risk Assessments
(PAS9980)

* Impact on contract negotiation




Industry

Response on
DPA and s38
Building Act

Section 38 of the Building Act 1984
e Strict liability

e “Damage”

* More claims and legal costs

* Deterrent to remediation, investment and
housebuilding

* Uninsured liabilities (negligence/personal
injury)



To what
extent is Pll
preventing
remedial

works?

The “carrots” and the “sticks”

* More flexible Pll requirements
* Better fees

* Better contracts

* Indemnities from government

e Remediation orders
* Building Liability Orders
e DPA claims



VIC
Professional Indemnity Insurance
post Grenfell

PROFESSIONAL INDEMNITY INSURANCE CONFERENCE
7-9 July 2025



