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ABOUT ALARM

ALARM is the only membership organisation exclusively for 
professionals managing risk, serving public services and our 
communities. ALARM offers its members support, networking, 
training and recognition for their excellent work serving public 
services and our communities. The association is achieving 
this through developing and establishing best practice in public 
service and community risk management.

INSURANCE SPECIAL INTEREST GROUP

The Insurance special interest group represents members 
working in the insurance sector. ALARM has established this 
group to provide a forum for dealing with the insurance issues 
that are of particular interest to members. The remit of the 
group includes industry and government lobbying, research 
papers and production of best practice guidance.

Contact us for more 
information about ALARM 
and membership

T: 01297 680417
E: admin@alarmrisk.com
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This guide has been 
created to provide 
an overview of the 
most common 
types of insurances 
associated with 
organisations 
delivering services 
to citizens and 
communities.  

Why a back to basics 
guide? Over recent 
years we have seen 
a substantial change 
of personnel within 

insurance teams throughout the sector. This has led 
to a significant loss of experience and understanding 
within organisations’ insurance teams.

This guide has been written in a manner aimed to 
remove some of the technical jargon associated with 
insurance policies, making it easier for professionals 
with limited knowledge of insurance to understand 
how policies may operate for public service 
organisations. 

We have created this guide by drawing on the 
experience and expertise of individuals working in 
the sector, these include local authorities, insurers, 
brokers and housing providers. Collectively there 
is approximately two hundred years’ worth of 
knowledge that has been called upon to provide an 
overview of the different types of insurance policies 
available and the features of each of the types of 
insurance cover.

Our aim throughout has been to offer explanations 
of the key basic principles of insurance and to then 
expand on this with a detailed look at the different 
types of insurance that we come across on a day-
to-day basis. This guide gives an overview of the 
construction of the various types of insurance 
policies, what to look out for as far as the risks 
the policies may extend to cover, and also what 
may not be covered. However, you should always 
check your own policy requirements and wordings 
with your appointed broker or insurer to ensure 
your insurance programme meets your business 
requirements.

Wayne Rigby 
ALARM Director
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DISCLAIMER
While this guide has been created as an overview of the most common insurances and insurance meanings, 
members are advised to check with their insurers or brokers for specific wordings and meanings.

SECTION 1
THE PRINCIPLES OF INSURANCE
In this section we look at the core principles that make up an insurance contract and the 
importance of understanding what they mean. This will ensure you understand how your 
insurance policies work and the basis of your cover.

INSURABLE INTEREST
This is the legal right to insure arising out of a 
financial relationship (recognised in law) between 
the party effecting the insurance and the subject 
matter of the insurance.

Insurable interest must have:

• Subject matter – any type of property or
any event. Popular examples are buildings,
contents, motor vehicles and liability for acts of
negligence.

• Legal relationship – the relationship between
the party effecting the insurance and the
subject matter must be recognised in law, for
example ownership or property held for safe
keeping.

• Financial value – it must be quantifiable.

• Timing – the insurable interest must exist at
the time of any loss, for example on exchange
of contract when selling a property.

Insurable interest example: If you own your home, 
you have an insurable interest in it, but you don’t in 
the house next door that your neighbours own.

INDEMNITY
This is financial compensation sufficient to put the 
insured in the same financial position after a loss as 
they enjoyed immediately before the loss.

The principle of indemnity

Most general insurance policies fall into the 
category of indemnity policies and the principle is 
to provide some tangible form of compensation, 
usually within one of the following categories:

• Cash payment

• Repair
• Replacement
• Reinstatement.

Each option is available only if stated in the policy; 
otherwise the insured has a legal right to financial 
compensation.

Reductions and extensions to indemnity
Depending on individual requirements, an indemnity 
can be altered to better meet requirements. This 
can be done in a number of ways: either within the 
policy wording itself, the schedule of insurance, or by 
endorsement.

SUM INSURED
This is the fixed financial threshold agreed on 
a policy that reflects the value of the insurable 
interest. 

A sum insured is used:
• As a policy limit of liability
• For premium calculations
• In the application of average.

The sum insured can relate either to a specific item, 
collection or sub-set of items.

How these terms are realised:
• Sum insured as policy limit of liability.

The sum insured is the maximum amount the
insurer will pay to provide indemnity under the
policy for loss caused by an insured peril.

• Sum insured for premium calculation.
The sum insured is the value of the item to be
insured, declared by the insured and used to
determine the premium charged by applying
a rate or fixed amount against that figure: for
example £1 million sum insured at a rate of
£0.10% produces a premium of £1,000.
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cleaners and computer specialists for instance, as 
well as access to providers of specialist equipment 
such as Portakabins, plant and other materials. They 
are like a business continuity plan.
The adjuster will also advise the insurer on the 
loss, help quantify the loss, manage tenders for 
reinstatement works, oversee the works and 
consider policy application for different heads 
of claim. They can also verify that the loss falls 
within the policy terms and conditions. They can 
act a voice of reason between the insurer and the 
insured for contentious and problematic claims. 
Where appropriate they can offer practical advice 
on how the insured can consider avoiding a similar 
loss in future.    
An insured may wish to consider the use of a loss 
assessor for very large losses. The loss assessor 
acts solely on behalf of the insured and their role 
is to try and negotiate the highest settlement they 
can on behalf of their client (the insured), with 
the insurer. They can represent the insured in 
negotiations and help hold the claim together.
Sometimes this role can be undertaken by a 
broker with the necessary expertise.   Sometimes 
the material damage policy can be extended to 
include a specific clause which will fund (in certain 
circumstances) the additional fees of the broker in 
performing this role. The clause would not cover the 
fees of a loss assessor.

MINISTRY OF JUSTICE (MOJ) CLAIMS PORTAL
The portal was first introduced for motor claims 
occurring after 1 May 2010 and then extended to 
certain types of public and employers’ liability claims 
for accidents after 31 July 2013 (different rules apply 
for disease claims).
The portal is designed to deal with low value 
personal injury claims, and (at the time of writing) 
they are claims valued between £1,000 and 
£25,000. The portal is a platform for claimants 
and defendants where they interact over the 
management and ultimate outcome of a claim. The 
aim of the portal is that is it far easier to pursue a 
road traffic accident or personal injury claim. The 
three-staged process of the portal also attaches 
fixed legal costs and sets a very strict timeframe for 
the claim to be resolved. The portal rules also set a 
fixed sum for the level of compensation also known 
as ‘the tariff’.
It is likely that the Civil Liability Act 2018 will change 
some of the parameters and rules of the portal.

It is expected that the Act will confirm the setting of 
fixed amounts of compensation for whiplash claims 
(including soft tissue injuries to the neck, back and 
shoulders and any associated minor psychological 
injury). This allows a fixed percentage increase 
above that tariff for exceptional claims. The Act also 
looks to ban the practice of seeking or offering to 
settle whiplash claims without medical evidence.

Motor

A motor claim can have one or more of three 
elements attached to the claim:

1. Damage to the vehicle (including theft)
Very often the insured may have some in-house 
garage facilities to undertake repairs, or have a 
preferred garage they wish to nominate the repair 
to be undertaken by. Alternatively they can look into 
the insurers preferred garage repairers, importantly 
the garage should be competent and cost-effective.  
Specialist vehicles such as refuse vehicles or fire 
appliances may need to be sent to a specialist 
facility. The aim is to get the vehicle back on the 
road as soon as possible.

2. Damage to third party vehicle or property
A significant number of motor accidents involve a 
collision, a road traffic accident (RTA) with another 
vehicle, or damage to third party property, which is 
usually static, such as a garden wall. Often the third 
party will arrange for damage to static property 
to be repaired and send the repair costs to the 
responsible party. A household insurer may meet 
the cost of repairs and then subrogate against the 
responsible party.
Damage to a third party vehicle may be more 
involved as very often liability can be in dispute 
between the parties. It is vitally important that 
claims involving third parties are notified to the 
insurer or claims handlers as early as possible. It is 
important to get the detail of the claim as early as 
possible and to try to control and manage any third 
party expenditure. This is because over the past 
decade there has been a significant growth in the 
use of credit hire vehicles, which have helped fuel 
the rising cost of motor claims. A credit hire vehicle 
is one that is hired to a third party following a non-
fault accident (on the part of the third party). The 
costs of the credit hire are then recovered as part of 
the third party’s claim against the fault party.
Insurers are very keen that their insured, when 
at fault, gives as much third party information as 
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