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Square Mile provides real-life and 
relevant references through five 
actual PI claims against demolition 

contractors and Adler Insurance Group 
offers practical advice on what contractors 
can do to tackle the challenges they 
face as more and more clients request 
additional or increased cover. 

Demolition & Dismantling magazine would 
like to thank these two leading insurance 
brokers for working together to provide 
NFDC Member companies with this 
valuable insight. 

So, what has happened to the 
construction and demolition PI 
market? 

As many of you will have already no 
doubt heard from your insurance brokers, 
the Professional Indemnity insurance 
market is undergoing a period of some 
turbulence, which is resulting in increased 
premiums for most contractors. There is 
currently huge uncertainty, particularly in 
respect of construction related business, 
as to the correct pricing and cover 
considerations required to enable insurers 
to continue to support the PI market.

The common misconception, which is 
being unfortunately being perpetuated 
by certain brokers, is that this turbulence 
in the PI market is all as a result of the 
Grenfell tragedy, provoking the obvious 
question being asked by the demolition 
industry; ”What has that got to do with us 
and why are we being penalised for it?”.

Both Square Mile and Adler Insurance 
Group agree that whilst Grenfell has had 
a major impact on the UK Professional 
Indemnity market, with questions being 
raised regarding regulation and fire safety 

and the competence of the construction 
industry in general, there are other factors 
at play, with the most notable being the 
recent Lloyds of London Strategic Review 
which was following a £2bn loss in 2017. 

Following the review, Lloyds announced 
they were reviewing the worst 10% 
performing classes of business, with 
Syndicates being threatened with closure 
unless corrective action was taken to 
bring back profitability. Furthermore, it 
can be noted that approximately 25% 
of Professional Indemnity written in the 
UK is ‘Design & Construct’, with ‘Design 
and Construct’ having a loss ratio in 2017 
of 160%, i.e. for every £100 received in 
premiums, £160 is being paid out. This 
is where the impact has come to the 
Professional Indemnity market.

Adler Insurance Group comments 
that with the harsh market conditions, 
significant losses, plus more recent 
high-profile company failings, it is 
understandable that some insurers have 
pulled away entirely from writing this class 
of Professional Indemnity, which is having 
a knock-on effect on the demolition 
industry in terms of both price and 
availability of cover. 

Adler Insurance Group shares that they 
have experienced Insurers reducing their 
level of capacity to cover required limits 
of indemnity and turning to cover being 
written on an ‘aggregate’ basis rather than 
‘any one claim’. Insurers simply don’t want 
to expose themselves to that limit of cover 
over that period of time. 

Square Mile concurs, commenting that 
the Syndicates who have remained have 
either drastically changed their appetite - 
including either completely exiting certain 

trade sectors, and/or much higher rates 
and/or much higher minimum premiums. 

In addition to this increased complexity 
and insurer reluctance, Square Mile shares 
that many demolition contractors aren’t 
even sure if they actually need PI cover 
for their types of activity. They clarify that, 
at its heart, insurance is a type of ‘risk 
transfer’ a business will decide whether 
to accept the risk itself or transfer that 
risk to an Insurance company. In addition, 
Square Mile confirms that they are seeing 
more and more contracts specifying that 
Professional Indemnity cover needs to be 
in place. Adler Insurance Group comment 
that whether a demolition contractor feels 
they need cover or not is often immaterial, 
as in their experience, it is becoming 
commonplace for the principle contractor 
to enforce a PI cover requirement as part 
of the contract tendering process. 

Square Mile gives a perspective from an 
underwriting view, that there is as much 
design responsibility involved in bringing 
down a building as there is in building a 
new property. The demolition methods 
used need to be designed with the utmost 
care and consideration depending upon 
the type of property being demolished and 
the risk to neighbouring buildings, along 
with the design and location of temporary 
works. They share that with the claim 
frequency and severity increasing in the 
Professional Indemnity sector, Insurers 
have stated that 80% of claims payments 
are in relation to defending claims and 
proving innocence as opposed to actual 
claims settlements for negligence. 

Even if a demolition contractor feels their 
PI risk is minimum, this will not prevent a 
claim being made against them, which will 
need to be defended. 

TURBULENT 
TIMES FOR
PI INSURANCE
 MARKET

NFDC ISP Members and Insurance Advisors to 
the demolition industry, Square Mile Broking 
and Adler Insurance, come together in this 
unique collaboration article to explain the current 
situation within the Professional Indemnity 
Insurance Market and the impact this is having 
on premiums for most contractors.
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To give some context to Professional 
Indemnity claims related to demolition 
activities, Square Mile provide five real-
life claim examples;

1. Upon demolition and removal of 
foundation, a demolition contractor 
was tasked with backfilling the same 
for which the original materials (i.e. 
ground rubble) was used to backfill 
the voids left by the removal. After this 
was completed the land suitability was 
examined and found not to be in a fit 
state to be built on, the result being the 
ground had to be corrected.

2. A demolition contractor was employed 
to remove part of a structure, with the 
remainder to be redeveloped. The 
contractor removed a substantial part 
they believed to be non-load bearing 
which was incorrect, leaving the 
remaining part of the structure unsound. 

3. An allegation of negligence against a 
demolition contractor when removing 
a section of a building, (not in relation 
to point 2) the contractor left a portion 
of the foundations exposed which was 
followed by a period of wet weather. 
The foundations, now saturated, 
were not as structurally sound as 
they could have been which resulted 
in the remaining part of the building 
collapsing. What makes this claim more 
costly was that the front section was of 
historical importance meaning work had 
to be undertaken sympathetically and 
by specialists. 

4. A demolition contractor was undertaking 
a phased demolition project in a built-up 
area with neighbouring properties in 
close proximity. During the design works, 
the contractor failed to identify the 
location of drainage and underground 
sewers resulting in the contractor cutting 
through the sewer leaving structural 
integrity of the neighbouring property 
being compromised.

5. During a demolition of a water tower the 
building collapsed to the side injury a 
number of contractors on site. A claim 
was brought against the contractor as 
it was deemed the methodology used 
caused the accident.

Specialist Insurance Brokers, Square Mile 
and Adler Insurance Group, understand 
the challenges demolition contractors 
face when required to obtain additional or 
increased levels of cover. They exist to help 
you navigate the way to the best and most 
affordable protection for your business and 
are highly experienced in dealing with the 
current scenarios facing the PI market. 

Adler Insurance Group provides practical 
advice for all demolition contractors to 
consider when tackling the challenges in the 
industry: 

Give yourselves plenty of time before 
renewal.
n Arrange a pre-renewal meeting 3 months 

ahead of renewal with your broker.

Start collating information
n For example, positive risk management 

details, full details of contracts where 
previous Design has been involved.

n Remember, the information you provide 
is a representation of your business 
and the more complete and thorough 
the better.

The PI Insurers will require renewal 
proposal forms to be completed each 
year
n Promptly complete and return to allow 

your broker as much time as possible 
to review the market on your behalf.

Try not to flood the market with a number 
of brokers reviewing your insurance
n With a limited number of insurers in this 

class of business, insurers can look to 
decline quotes if they see the quote 
presented by a number of brokers.

n It is your specialist broker’s job to convince 
the insurers that your business is one they 
want to be involved with, at this stage your 
broker can also negotiate with the insurer 
to discuss if there is actually a PI risk there 
or whether you purely just need the cover 
to satisfy a contract.

Don’t be surprised with insurers spreading 
the risk. 
n Some insurers who once carried £5million 

Limits of Indemnity may now only be 
offering £2million, your broker will then 
source alternative insurers to carry a 
specific limit of indemnity to reach your 
required limit.

Consider whether the contract can be 
challenged early.
n At a recent IDE seminar we heard a 

speaker discussing contract types and 
the conditions being requested. We 
have seen varying requests, but many 
are asking for cover to be held and then 
for a period of no less than 11 years after 
contract completion. We can appreciate 
this request when construction starts, 
but for the demolition aspect can it be 
questioned? In other trades we are also 
seeing the line ‘if the cover is obtainable 
at reasonable commercial rates’, this could 
then lead to discussion with the principle 
contractors as to what levels of cover you 
can obtain. As a useful reference point, 
we do tend to be seeing the £10,000,000 
Limit of Indemnity as a common theme.

Choose your Broker wisely
n Remember that your broker is acting as 

your voice during the renewal process and 
will look to support you as much as they 
can. 

n Choose a broker that specialises in your 
industry and one that is a Chartered 
Insurance Broker. In the same way that 
NFDC Membership provides you with a 
quality stamp, the Chartered Insurance 
mark is indicative of quality and trust in the 
insurance industry. n

Square Mile Broking:
Jamie Coyne

email: jamie@squaremilebroking.com
telephone: 07525 000 533

For more information, help and advice regarding PI cover, please contact NFDC  
Industry Service Provider Members specialising in insurance for demolition contractors:

Adler Insurance Group:
Richard Allen

email: demo@adlerinsurance.co.uk 
telephone:  0121 516 7260
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