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RISK CATEGORIES

• Solvent

• Insolvent

• Occupied / Trading

• Unoccupied / Incomplete



Trading Risks

• Solvent or Insolvent

• Standard Trade Related Exposures

• Typical Fire Inception Risks

• Wet Perils Exposures

• Dry Perils Exposures

• Accidental Damage

• Theft / Malicious Damage Exposures

• Liability Exposures



Unoccupied / Silent

• Solvent or Insolvent

• Construction Complete or Incomplete

• Fire Inception Risk – Arson

• Wet Perils – Burst Pipes

• Malicious Damage

• Trespass

• Public Liability Exposures



Insolvency Class

• Immediate insurance cover based on very 

limited information from the time of  

appointment.

• Cover has to be available for a broad range 

of risks from unoccupied and / or partially 

completed property to trading risks (hotels, 

quarries, pubs, etc.)







Why is immediate cover 

necessary

• No insurance cover previously in place.

• Policies lapsed or cancelled mid term 

• Premium default.

• Policy condition: all cover automatically 

ceases in the event of the appointment of 

an insolvency practitioner. 



Immediate Cover

• Existing cover maybe maintained in certain 
circumstances.

• Existing specialist covers

• Large risks - Insurer has a long term relationship with the 
business or 

• Substantial non refundable premium paid to insurers.

• Existing and adequate insurance cover in place?  

• Insolvency Schemes



Typical Insurance Cover

• Property Cover.

• Business Interruption.

• Employer’s Liability.
• Public Liability.

• Products Liability.

• After the event insurance.

• Structural Guarantee Insurance. 



Property

• The cover available depends on the type and extent of 
construction, as well as occupancy, locality, security etc.

• Property types range from small completed or part 
completed one off structures, predominately private 
houses to town centres which may be partially occupied, 
completely or partially constructed. 

• Trading risks – anything from hotels to quarries.  

• Silent risks – new or old family businesses.  



Business Interruption

• For trading risks generally gross profit, 

ICOW or a combination of both.

• Otherwise normally rental item for property 

owner’s cover.  

• Silent risks – no cover required



Employers Liability

• For silent or unoccupied risks where 

maintenance, security and caretaking 

persons are employed.  

• For trading risks – occupancy related 

exposures.



Public Liability

• Wide range of exposures.  

• Incomplete housing developments where 

sites have been abandoned.  

• Common areas not completed.  

• Estates not taken in charge by local 

councils



Products Liability

• Predominately trading risks, restaurants, 

hotels – food poisoning. 

• Manufacturing less likely to continue 

trading.  



After the Event

• Insolvency practitioners may be unable to seek recovery 
from third parties 

• Debt recovery, contractual disputes, professional 
negligence/errors & omissions as third parties will 
engage a defence of security for costs should the 
insolvency practitioner pursue legal action. 

• After The Event insurance cover to provide proof that in 
the event of a third party successfully defending an 
action that their costs will be covered by an After The 
Event Legal Expense cover. This clearly allows an 
insolvency practitioner pursue recovery in cases where 
this previously would have been impossible.



Structural Guarantee 

• Structural guarantees (or latent defect covers) in 
respect of partially & fully completed commercial 
& residential buildings (inc apartment blocks). 

• In many circumstances the existing structural 
guarantee may have failed due to the 
insolvency.

• The main benefit of structural guarantee 
insurance is that it increases the sales value of a 
property & also underwrites any potential liability 
for future structural defects.



Duration of Cover

• Most risks require a 3 – 12 month terms 

• For quick turnaround liquidations that 

simply involve the disposal of stock and/or 

equipment - short term cover may be 

available for a period of a few weeks.  



Insolvency Risk Types

• Vacant, completed or partially completed 
structures. 

• Part vacant – part occupied.  

• Businesses which have ceased trading.  

• Businesses continuing to trade.



• Managed by previous owner on behalf of 

the Receiver 

• Managed by a new team in place on 

behalf of the Receiver or directly for the 

Bank.

• Managed directly by the Receiver.  



Insolvent Company Types

• Builders, developers etc. 

• Property speculators who used existing 

businesses as collateral.  

• Businesses which are victims of the 

current economic climate. 



Exposures I

• Vacant / Silent premises - the main property exposures 
predominately relate to fire and theft. 

• Housing developments have become significant targets for 
thieves looking for non ferrous metals, electrical cables, 
boilers and to a lesser extent other fixtures and fittings. 

• Fires are lit either accidentally or maliciously and in some 
cases by intruders following a break-in to the various 
properties.  

• Attitude of victimless crime.

• Substantial wet perils exposures, in particular burst pipes and 
flood risks. 



Exposures II

• Burst Pipes  - significant lead time in the 

receivership process when there may be no 

substantial management on the site.  

• Water and / or power have been left on within 

completed structures with water freezing 

expanding and when thawed causing significant 

damage to the interior of properties which were 

otherwise well constructed.  

• Housing developments have been constructed on 

flood plains adding to the misery of home owners 

caught in partially completed estates. 



Public Liability

Housing Developments

• Slips, trips and falls.

• Injuries to children gaining access to building sites, climbing 
on scaffolding, over palisade fencing and broken and 
abandoned plant and equipment etc.  

• In addition completed buildings have often been broken into 
and then been systematically ransacked, used for parties and 
other any social behaviour.  

• An apartment development which may have been completed 
to a high standard is subsequently ransacked and accessible 
to small children where there are needle sticks, broken glass, 
contraceptives etc as well as fly tipping.



Apartment









Bonfire?





Fly Tipping



Accessible Sites



Open House



Open Water



Common Areas















Fencing Hoarding Barriers



Site Compounds



Employers Liability

• Exposure for businesses trading generally are the usual exposures 
of the particular class of business. 

• No evidence to show that the incidence of EL claims is significantly 
greater with a business in Receivership then before.  

• No clear information regarding correlation of claims and recession 

• Claims frequency falling in comparison to increasing unemployment 

• There is some evidence that the frequency of PL claims has 
increased as a result of the recession.  

• Other employee liability exposures are to caretakers / security staff 
and maintenance employees whether self employed, contractors or 
direct. 





Risk Management

• Risk Managers / Risk Control Surveyors are the eyes and ears of the 
Underwriter.

• To identify the potential exposures from a property and liability perspective.

• Address these exposures to reduce the potential for accident or material 
damage claim. 

• With regard to risks which are in receivership or liquidation all the usual 
trading or non trading exposures are identified. 

• Underwriters perspective  - control of these exposures is paramount to 
controlling the risk.

• Receiver’s perspective – possibly seen as yet another issue to add to the 
list when trying to put in place a sales or restructuring programme.  



Risk Management II

• Over the past five years many estates which would have been completed to 
a good standard deteriorated substantially between the period when the 
builder or developer ran into difficulties until the time when the Receiver was 
appointed.

• In some instances this continued.  

• Steep learning curve for both the surveyors and the receivers.  

• The proprietor of the business which has been placed in receivership is 
often still linked to the business.  

• Loyalty of retained employees to the owner and delays are often incurred as 
a result of the Receiver being unable to either gain access to the property or 
provide access for the survey to be carried out.  



Risk Management III



Remedial Works



Risk Management IV

• Good management is essential to reduce in 
particular potential accident areas. 

• Where estates or sites are to all intents and 
purposes abandoned risk the increase 
exponentially.  

• Property agents, estate managers involved  - it 
is impossible to differentiate between those 
properties in Receivership or not.  



Risk Control 

• Implementation tends to vary significantly.

• Significant pressure from the lending institution 
to cut down on costs.  

• Many risk improvements become warranties –
• improves the potential for completion of the 

programme risk improvement deadlines in 
general are strictly enforced.  

• Aesthetic risk improvements significantly reduce 
the potential for fly tipping and other anti social 
behaviour and greatly improve the living 
conditions of neighbours on in an estate.  



Risk Control II

• Regular grass cutting and pruning of vegetation 
in common areas of partially completed housing 
developments reduces the appearance of 
abandonment.

• Reducing the amount of malicious damage, 
graffiti, theft, broken windows and fly tipping.  

• In short if a development looks uncared for it will 
deteriorate very rapidly thereafter.  



Risk Control III

• Reinstatement or removal of hoarding, palisade fencing or other 
barriers, levelling and seeding uneven common areas.

• Display of warning notices and signs preferably in pictogram format

• Highlighting of protruding manhole and drain covers with luminous 
paint in the short term until such time as the final road surface is laid

• Boarding up or otherwise securing the last few incomplete houses in 
a run which tend to be the targets for vandals.  

• With regard to site security removal of any plant and equipment, 
sheds and other items which may be attractive to children or thieves. 







Risk Control IV

• Regular inspections are essential and in general 
would be policy conditions or warranties 

• Warranties range from manned security 24 
hours a day or daily inspections to inspections 
every 7 days.

• In general the default frequency on insolvency 
schemes is every 14 days.

• Inspections of buildings must be must be carried 
out internally and externally.

• Inspections must be recorded.



Risk Control V

• Monitored CCTV systems with load speakers.

• Management of water features.

• Provision of life buoys and signage. 

• Trading risks - the usual range of trades specific 
warranties and risk improvements.

• Employers Liability exposures are the same for risks in 

receivership.  



Warranties

• The “Must Do” & The “Must Not Do”

• General – applicable to all Insured’s

• Insured specific - generated from survey.

• Business specific – generated from Trade



General Warranties

• Electrical Inspection

• Daily Waste

• Heat and Hot Work Permit

• Roof Maintenance

• Intruder / Fire Alarm

• External Storage

• Fire Extinguishing Equipment

• Protection Maintenance



Unoccupied Premises

• Boarding or steel sheeting of windows.

• Sealing of letter boxes.

• Removal of contents.

• Removal of external combustibles.

• Isolation of utilities.

• Inspections.

• Maintenance of electronic security



Trade Specific

• Public House / Restaurant / Hotel

• Waste Management

• Food Manufacturing



Development

• Initially many Receivers took over the running of businesses.

• Declined substantially in recent years.

• Particularly in the leisure industry, pubs, hotels etc the operations 
are sub contracted either to management companies or premises let 
to publicans / hoteliers to operate the businesses.  

• Due to the volume of companies being placed in Receivership.

• Additional potential liabilities and other exposures to a trade to 
which a Receiver may not be familiar.  



Development 

• All the statutory requirements regarding 
employee health and safety etc, apply to 
the Receiver who is upon appointment the 
“Employer”.  

• Where a Receiver employs a management 
company to operate a business the 
Operator is responsible for employees, 
public liability risks and often the property.

• Due diligence on “Contractors” 



Conclusion

• More outsourcing by Receivers.

• Building conditions are generally 

improving.

• Exposures reducing.

• However – poor risks are very poor.

• If tackled quickly can be turned around.

• A stitch in time……



Apartment



After demolition



Questions?




