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NOTE

As the leading trade body forresidential leasehold management,
TPlis also animportantresource forleaseholders. Our Advice

Notes cover arange of topics on the leasehold system to help
leaseholders understand their rights and responsibilities and
ultimately get the most out of living in their flat.
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INSURANCE

SUMMARY

Inthis Advice Note, we’ll take alook at yourlegal rights whenit comes
toinsuringyourblock.

We'll also explainthe different sorts of insurance that are normally
required forablock of flatsand how managing agents who arrange it
areregulated.

We'llalso offeradvice onhow toreduce the number of claims.

Note: Where we referto Residents’ Management Companies (RMCs)
thisalsoincludes Rightto Manage Companies (RTMs).

Your legal rights

Allleaseholders andrecognisedresidents’ associations have the
right torequestasummary of the currentinsurance coverinplace
fortheirblock. They canalsoinspectthe policy documentandaskto
see evidence that the premiumhas been paid.

Thelandlord, RMC, ortheiragenthave 21daysto allow the inspection
to take place and this should be free of charge. But areasonable fee
may be charged if copies of documents are made and sentto the
personmaking the enquiry.

If theinsurance policyincludes a time limit on claims being made,
leaseholders have theright to notify the insurer directly of any
damage to theirhome orto the block where they live. They canalso
challenge the payability and/orreasonableness of insurance costs
ataTribunal.

Ifinsuranceisbeingplacedforaperiod of over12months, then
landlords and RMCs may be required to consult with allleaseholders
under Section 20 of the Landlord and Tenant Act (1985).

Tobrushup onyourfullrights whenitcomestoinsurance, take alook
atS30Aandthe Scheduletothe Landlordand Tenant Act 1985, as
amended by the 1987 Landlord & Tenant Act and the Commonhold
and Leasehold Reform Act2002.

Regulation of agents and insurance

Generalinsuranceisregulated by the Financial Conduct Authority
(FCA). This affectsmanaging agents who advise on, arrange or
administerinsurance.

‘Administering’includes claims handling. Soif you expectyouragent
tohandleinsurance matters, they need to beregulatedto do so.

The options foragents are to become:

° An Authorised Firm, whichmeans they cantransactbusiness
withinsurers or brokers

° AnAppointed Representative of asingle insureror broker
(although some brokers will still offeryou a choice as they are
themselves authorised firms and work with many insurers)

° AnlIntroducer, which means the agent’sinvolvement would only
betointroduce theirclienttoaninsurerorbroker

° Part of adesignated professionalbodies scheme (DPB)such
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as the onerun by the Royal Institution of Chartered Surveyors
(RICS).

RMCsthatarrange theirowninsurance through abrokerormanaging
agentdonotneedtoberegulatedbythe FSA.

The typical insurance needed for a block of flats

Therisks associated withablock
of flats are significantly different
to freehold houses. Astandard
building orcontentsinsurance
policy willnotusually coverallthe
risks.

Theinsured sum should
represent the full cost of
rebuilding the property —
notits market value. Older
propertiesinthe lower priced
areasinthe uk, forinstance,
may costmuch more to
rebuild than their market
value suggests.

Blocks of flats should be protected
by policies that cover:
° Buildingsinsurance

Communal contents
Property owners’ liability
Employers’ liability, where staff are employed

Directors’ and officers’ liability, where thereisanRMCinplace
Plantinspectionand breakdownrepair (forexample,
engineeringinsurance forlifts)

° Terrorism cover.

Buildingsinsurance

Theinsured sum shouldrepresent the full cost of rebuilding the
property — notits marketvalue. Older propertiesin the lower priced
areasinthe UK, forinstance, may cost much more torebuild than
theirmarket value suggests.

Communal contentsinsurance

Insurance policies for blocks of flats will provide limited cover for the
contents of communal areas — typically alimit of around £10,000
isfoundto be sufficient. Such contents should include furniture,
carpetsand curtains.

Property owners’ liability

It's essential forthe policy toinclude property owners’ liability
coverincase of injury, death ordamage to third party individuals on
oradjacent toyourproperty — postmen, meterreaders or council
employees forexample.

Employers’ liability

Someinsurance providers will offeremployers’ liability cover as
standard, othercompanies may charge an additional premium.
It'simportant to check that thiscoverisinplaceif yourRMC oryour
landlord has a contract of employment with any individuals, such as
caretakers orgardeners.

Directors’ and officers’ insurance

Thelaw does not differentiate between avolunteerdirector of an
RMC and someonerunning alarge commercial business.



TPI 2 ADVICENOTE

The actions orinactions of RMC directors canhave a seriousimpact
onotherleaseholders’ property. Directors canbe personally sued
forthisand canface potentially unlimited personalliability.

Make sure your policy covers both the managementcompany and
theindividual directors.

Plantinspection

Any building with lifts willneed to comply with the statutory
requirements forinspection and maintenance. Abroaderplant
inspectionandengineering policy will coverlifts alongside other
equipmentinthe buildingunderasingle, administered ‘umbrella’
policy.

Terrorisminsurance

It may seemstrange forablock of flats toneed terrorisminsurance
butthere’sastrongcase forit. If yourbuilding orhomeis damaged
because of aterroristincident, thenanyloss willonly be covered if
specific terrorism coverhasbeentaken out. Normal policies will not
coverthe costs. What’s more, some mortgage lendersinsistupon
terrorism coverbeinginplace as part of anyloanto flat owners.

Terrorism coverisnotnormally covered under the standard policy for
ablockof flats, and willneed to be purchased as a separate section
oraddition.

Unoccupied flats

Someinsurance policies will contain exclusions when aflatis
unoccupiedforlongerthan 30 or 60 days. So empty flats may not be
coveredforcertainrisks like waterdamage, theft orvandalism.

If you’re going to be away fromyourflat foralong period of time, ask
yourinsurerif they need to be notified of yourabsence. [t may be
necessarytoarrangeforregularinspections of the flat to ensure it
stays covered.

It’s alsoworthbearinginmind thatinsurance exclusions may affect
otherleaseholders, particularly if there’s awaterleak froman
unoccupied flatandits not covered.

Subletting flats

Yourbuilding’sinsurance policy may have conditions about
subletting. If youdecide to sublet your fiat, we strongly advise you to
checktheinsurance arrangements of the block before doing so.

Forexample, the policy might not coveryou foranyloss of rentif the
flat becomes uninhabitable fora period of time. And you might not
be covered forproviding alternative accommodation for a tenant

if the building can’tbe occupied because of aflood or fire, for
example.

It’'snormally up toyou to arrange yourowninsurance forrisks like
these.
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Household contents

Theinsurance takenoutbya
landlord ortheiragent forthe
buildingdoesn’tusuallyinclude
coverforhousehold contents and
personal effects, althoughit will
normally cover fixtures such as
baths, basinsandtoilets.

It’simportantto arrange yourown
contents cover, including third
party damage.

Forinstance, if awaterleak from
your flat causes damage to the
flatbelow, theitemscanonly
bereplacedif both of youhold
contentsinsurance. If there’sno
third party coverinplace, the
affected ownerwillhave to claim
from theirown contents policy,
howeverunjust that may seem. And
the same would apply toyou.

Excesses

It’'scommon forinsurance policies
to contain excesses forsomerisks.
Forexample, youmay have to pay
the first£100 in waterdamage
claims, orthe first £1,000in
subsidence claims. The excesses
may be higherif yourblockhasa
poorclaimsrecord.

If yourflathasbeendamaged

and aninsurance claimisbeing
made, the managing agentor
freeholdermightnotbe able to
recoverthe excess onyourbehalf,
evenifthe damage was caused
by anotherflat. Youmay stillbe
askedto pay the excessinorderfor
the claimto go ahead. It may not
be appropriate, orlawful, forthe
excesstobe paidfromthe service
charge account.

Alow claimsrecord will usually
resultinalowerinsurance premium,
soit'sintheinterests of everyone
inyourblocktoreduce the number
of claims.

Insurersreportyear afteryearthat
the greatestnumberofinsurance
claimsresult fromwaterdamage
originating from flats.
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INSURANCE

Here are some simple steps to help you avoid unnecessaryinsurance

claims:

° Turn off the water supply to your flatif it’s going to be
unoccupied foranylength of time

° Have the flat’s stop tap checked annually — this could be done
whenyourboileris serviced

° Checkalltaps are turned off whenyouleave yourhome
Don’tleave plugsinbasins, baths and sinks whenyou go away
Check the hose connections to yourwashingmachines and
dishwasherregularly

° Make sure someone has akey, oratleast the contact details of
someone with aspare key, if you go away

° Don’tleaverunning taps unattended

° Make sure bath and showersealants areingood orderandyou
have effective shower screens or curtains.
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Note:
Whilstevery efforthasbeenmade to ensure the accuracy of the information containedin this
TPIAdvisory Note, it mustbe emphasised thatbecauseTPlhasno control overthe precise

The Property Institute
3rdFloor,2-4 St George's Road

Wimbledon circumstancesinwhichitwillbeused,TPI, its officers,employees and members canacceptno
London liability arising out of its use, whether by members of TPl or otherwise.
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The TPIAdvisory Noteis of ageneral nature only and makes no attempt to state orconformtolegal
requirements; compliance withthese mustbe theindividualuser’'s ownresponsibility and therefore

Tel 02079782607 itmay be appropriate to seekindependent advice.

info@tpi.org.uk
www.tpi.org.uk
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