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THE IMPORTANCE OF CHECKING
INSURANCE SMALL PRINT

Introduction:

Each year most operators will renew their insurance cover and it is one of those
items which most just see as an annual chore and probably do not give the policy as
much attention as they should.

Insurance is one of those ‘must have’ items that is there in the background until the
unthinkable happens. Most will pay their annual premiums and never have to call upon the
services that have been paid for but imagine how you would feel if at the time of need you
suddenly find out that what you thought you had was in fact not there.

In recent months we have come across several cases where insurers have been called in
because of a claim and the insured suddenly finds out that they are not covered because of a
‘Condition’ or ‘Warranty’ contained within the Policy Document.

Policy Documents can be extremely tedious and hard work but it is the responsibility of the
Insured to ensure that they read the document and understand what cover is provided. It is
extremely important that ‘Conditions’ and ‘Warranties’ are noted and understood and if not
satisfactory to your requirements then contact your insurer. Insurance is now extremely
competitive and most insurers are able to modify ‘Conditions’ and ‘Warranties’ on an
individual policy depending on other set criteria for the Insured.

There is a subtle difference between ‘Conditions’ and Warranties’ that needs to be understood.

Warranties - are something so important it is specifically stated in the policy document and
will be advising an undertaking an Insured must do/not do or that something must be
complied with for the policy to be in effect!

Failure to comply with a Warranty will give the insurers the option to:-

i)    To null and void the policy and cancel it ab initio and return any premium that they have
       received, should a claim arise where there has been a clear breach of Warranty.

ii)    Reserve the right to consider the matter on an 'ex gratia' basis at their discretion on
       'without prejudice' basis.

Conditions - are the terms of the policy and are similar to warranties except they do not give
an Insurance Company the right to fully void a policy, albeit they could throw out a claim that
was caused by breaking a condition. Many Conditions require certain code of conduct, Risk
Management and best practices to be applied and adhered to as required under the
disciplines nominated by the industry or the Health & Safety Executive
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Most Insurance companies in the UK have voluntary agreed not to throw out claims where a
breach of warranty is not responsible for the claim (all members of the ABI have to stand by
this on personal lines insurance Motor, Household etc but it is voluntary, though strongly
encouraged for commercial insurance), unless they had already advised they had pulled cover
or something is seriously amiss - fraud etc.

Each year incidents happen which may see Insurers add, delete or modify Conditions or
Warranties. Most will advise of these changes but at the end of the day it is up to the Insured
to ensure they understand the policy document.

It is imperative that all operators check before signing up and if in doubt consult your Insurer.
All Insurers are there to look after their Client’s best interest but it is extremely important
that the policy is the right one for you.

A word of caution.

Do not be tempted to buy purely on price. Of course price is important but only if the product
is the right one for you. A few hundred pounds saved at purchase could cost many thousands
if you do not have the correct cover.
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Disclaimer: This document is for general guidance and research purposes only, and does not purport to give
professional or legal advice.
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