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Very often it is only when an insurance policy is tested that the committee realises that 
the organisation was not insured properly. 

 
This guide is designed to provide you with information about the different types of 
insurance available, and what they are for. 

 
Risk and Insurance 

The level and type of cover that you need will depend on the risks that your particular 
organisation is exposed to, how big your organisation is, what kind of activities you carry 
out, and what you use or own. 

 
Although decisions about insurance are a management committee responsibility, many 
groups find it is very helpful to have one member of the committee who is delegated 
the task of overseeing insurance, who will also ensure that it is kept up to date. The 
committee should review the cover annually. 

 
The best approach to reviewing insurance is to make decisions about what exposures 
you want to insure and which you might solve in other ways. 

 
A Risk Management process should establish the risks that you organisation faces, 
establishing the likelihood and impacts of various things that might go wrong. 

 
Many of these risks cannot be insured for (local authority funding, for example). Some 
you might choose not to insure for because you wish to manage the risk in another 
way. For example, Fidelity Insurance to cover the risk of internal fraud might be 
appropriate for some groups, while others might choose to manage that risks with 
robust procedures. 

 
Risks that groups face differ based on circumstances. Here are some risks your 
committee should consider, you might think of more: 

 
• Loss of a key colleague or funder 

• Regulatory – The charity commission is more active 

• Data – Many third sector organisations are fined by the charity commission or have 
cyber exposures 

• Resources or Funding 

• Workload – Pressures on service providers are growing 

• Increasing or unexpected costs 

• Competitors 

• Training 

• Procedural Failure 
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• Delays 

• Contractual Issues 

• Health and Safety 

• Fidelity 

• External Fraud 

• Broad Governance Issues 

• Technology Failure 

• Business Interruption – e.g. building failure (leak or fire) 

• Supplier Failure 

• Legislative changes 

• Safeguarding 

• Event Management Failures 

• External Crime 

• The unexpected! 

 
Check any Existing Contracts 
If you have contracts with third parties, such as the local authority or your landlord, you 
may well find that there are specific clauses in these agreements relating to insurance. 
 
Before organising cover, it is worth ensuring that you will not breach any agreements 
your organisation has made. 
 

Where to Acquire Insurance Quotations? 
There are a number of companies who have specialist packages appropriate to smaller 
voluntary organisations. It is always worth shopping around to compare costs (we 
recommend obtaining quotes from at least three insurers, but do ensure that you are 
comparing like with like). You might consider using an insurance broker to achieve this. 
 
Insurance providers are regulated by the Financial Conduct Authority and are permitted 
to sell on an ‘advised’ or ‘non-advised’ basis. 
 
If the service you use is advised, then the provider will be able to offer professional 
advice on the cover that you should have in place. 
 
A non-advised service is only able to describe cover and is suitable for people with a 
confident understanding of the cover that you need. 
 
It is vital to check and understand any exclusions or conditions before taking out a policy. 

 
 

Disclosure 
The introduction of the Insurance Act 2015 in 2016 has fundamentally changed how 
insurance is governed in the UK. 
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When discussing quotations with any provider, it is vital that you disclose all material 
facts. A material fact is any information which an underwriter might use to determine 
your policy. You are also obligated to conduct a ‘reasonable’ search in your 
organisation for this information. 

 
The act has improved the outcomes for accidental non-disclosure of material facts. For 
example, if the correct information would have not altered the insurance offered, then 
the insurer must now pay the claim in full. Similarly, if the correct information would 
have resulted in policy changes, then the insurer is only entitled to make those policy 
changes (e.g. an increased excess for no burglar alarm) but must still meet the claim. 
 
However, an insurance company can both refuse a claim and retain all premiums if a 
non-disclosure of fact was reckless or fraudulent. 

 
 

Underinsurance and the Condition of Average 
 
Also make sure that you are not under-insured or the insurance company may reduce 
the payout on a claim. 
 
As an example, imagine you insured a building with a rebuild value of 
£1,000,000 for just £500,000. In the event of a major claim for £300,000, the insurer 
would be entitled to pay at the same proportion of underinsurance. 
 
Since only 50% of the building was insured, the insurer would pay just 
£150,000, even though the full claim value was lower than the sum insured. 
 
For charities responsible for insuring buildings or contents, extra care should be taken 
to ensure the full value is covered, to avoid this double penalty. 

 
 

Types of Insurance 

 
Public Liability Insurance – This provides cover for injury, loss, or damage caused to 
any member of the public as a result of negligence by the group. The ‘public’ generally 
includes service users, visitors and passers by. 

 
Typical liability claims include damaged property or simple slips and trips. 

 
Employer’s Liability Insurance – This cover must be held by any organisation that 
employs paid staff but it is normally very important for all voluntary groups too. 

 
It insures against claims by staff for illness, injury or death arising out of the 
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employee’s work where the employer is proved to be negligent or in breach of a duty of 
care. 

 
• Volunteers - It is common that volunteers are classed as employees and therefore this 

is important cover for even small voluntary groups. 
 
Motor Insurance – This must be arranged if your organisation owns or uses vehicles. 
You must have at least third party cover although comprehensive cover is 
recommended. 

 
If staff and volunteers use their own vehicles while carrying out the activities of the 
organisation, they should check with their own insurers to make sure they are covered 
for business use. It is a good idea for the organisation to take a copy of the staff 
member’s/volunteer’s motor insurance certificate each year to make sure that they 
continue to be covered. 
 

Building Insurance – Covers damage to the structure and may also include damage to 
the grounds and fences. If your organisation owns a building or if your landlord makes 
you responsible for insuring your building, you should insure it for the full rebuilding costs 
including debris removal and professional fees, and possibly the cost of temporary 
accommodation. 
 
As highlighted previously, underinsurance can be a serious issue with building insurance. It 
is worth considering a professional valuation of the building for peace of mind. 
 
Contents Insurance – covers items within the building, but can be extended to cover 
items when they are used away from the building. It usually covers for theft and 
accidental damage but may need to be extended to cover accidental risk. Adequate 
cover should be arranged for replacement of items as new. 
 
Money Insurance – Covers cash on the premises or being taken to the bank or in the 
homes of trustees and volunteers. It is often included in contents insurance up to a 
certain limit, but you should check that this cover is high enough for your organisation. 
 
Professional Indemnity Insurance – A significant exclusion from Public Liability 
Insurance is allegations of losses that follow professional advice or services.  Therefore 
Professional Indemnity cover could be very important if you are engaged in this type of 
activity. 

 
It covers your organisation against claims for loss, injury or damage resulting from 
services provided negligently or without reasonable care. For example, the provision of 
incorrect benefits advice which leads to a claimant not getting benefits to which he or 
she is entitled. 

 
Other charities might consider this cover, for example if you are involved in training, 
publishing, translation, the provision of health or advocacy. There 
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are many other forms of professional services or advice and it is an important 
consideration. 

 
Trustee Liability Insurance – Covers governing body members for loss to the 
organisation for which they are personally liable as a result of breach of trust or breach 
of duty. 
 
Fidelity Guarantee Insurance – Covers the organisation for theft by, or dishonesty of, 
employees, volunteers, governing body members or others who handle money for the 
organisation. 
 
Failure of special events insurance – covers losses suffered by an organisation due 
to an event being cancelled or being unsuccessful as follows: 

� Cancellation insurance covers an organisation’s financial commitments or loss, if an event 
is cancelled for reasons beyond its control. 

� Non-appearance insurance covers loss of money or reputation as a result of a speaker or 
other key person not appearing. 

� Pluvius insurance covers the organisation against losses suffered because an event is 
wholly or partly stopped by rain. 
 
Business Interruption Insurance – Following a claim (such as a fire), your group may 
lose income if your operations are seriously interrupted. Business Interruption 
Insurance is designed to step into this gap and provide for lost income and additional 
expenses for carrying on your services. This can be a valuable addition to your disaster 
recover planning. 
 
Cyber Insurance – This insurance is becoming increasingly common as charities and 
other groups become more aware of the threat of cyber risks to their operations. Cover 
can include losses from hacking, viruses and data breaches. 

 
The above is not a list of all available insurance covers. There are a number of other 
very specific insurances which you may wish to consider (if appropriate for your 
particular organisation). 

 

Further information about insurance 
 
Charities and Insurance –Charity Commission booklet Number CC49 
The Voluntary Sector Legal Handbook – S Adirondack and J Sinclair Taylor 
 
Tim Larden, Ladbrook Insurance – tim.larden@ladbrook.co.uk | 01909 565858 | 
www.ladbrook.co.uk 
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