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1 Introduction 
 

1.1. Foreword 
 
1.1.1 RICS is reviewing its professional indemnity insurance (PII) run-off policy in the UK. 

The current policy has been in place since 2011, and the UK and Ireland Regulatory 
Sub-board have requested that the approach be reviewed in the context of a change 
in economic conditions, demographics in the profession and ensuring consumers are 
appropriately protected.  
 

1.1.2 There are two key focus areas of this review:  
 

• to ensure that private consumers are adequately protected by the current policy and 

• to enable regulated firms to close down by being able to obtain the run-off cover they 
require.  

 
1.1.3 This consultation is an essential component of our policy development process to 

collect information and to ensure that the impacts of any policy change have been 
assessed.  

 

1.2. Background 
 
1.2.1 PII covers the surveyor’s cost in compensating clients for loss or damage resulting 

from negligent services, or advice, provided by a business or an individual1. 
 

1.2.2 The purpose of having PII is to ensure that:  

• the firm’s clients do not suffer financial loss that the firm cannot meet; 

• the insured (individual or firm) is protected against the consequences of its 
liability to pay damages to third parties for breaches of professional duty that it 
commits in the course of its professional activities; and,  

• if the firm faces a claim, it is protected from financial loss that it cannot meet from 
its own resources2.  

 

1.3 Summary of current situation  
 

1.3.1. RICS regulated firms are required to have indemnity cover that meets the terms of an 

 approved minimum wording policy
1
. This policy provides a broad liability cover that is 

 written on a claims-made basis and is required to cover, retrospectively, all the work 
 of the firm. 
 
1.3.2. In order to ensure that the policy meets the minimum wording, firms are required to 

choose from a list of insurers, who agree to write insurance to the standard set out in 
the policy. Insurers must also have a minimum solvency rating and contribute to an 
Assigned Risk Pool (ARP) for those unable to get insurance in the open market. The 
RICS insurance market currently comprises 54 listed insurers with a total combined 
income3 of approximately £42 million4. 
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1.3.3. If an RICS regulated firm or individual ceases to trade, it is required by RICS to have 
in place ‘adequate and appropriate’ run-off cover.  
 

1.3.4. Run-off cover is recognised as being an important protector of consumer interests as 
it provides certainty to consumers that any loss incurred over that period will be 
covered. However, the level of protection offered must be balanced with a 
consideration of the impact to surveying services firms in terms of the availability 
and/or affordability of run-off cover.  
 

1.3.5. RICS guidance on PII recommends a period of six years’ run-off cover, but instructs 
the firms to seek the guidance of their broker as to an appropriate period for their 
particular line of work.  
 

1.3.6. Run-off is usually provided by the last incumbent PII insurer of a firm, though this is 
not a mandatory requirement5. Run-off cover is not available through the ARP, 
except where a firm closes while in the ARP. Therefore, if a firm is looking to close 
and (a) cannot obtain run-off from their insurer or (b) the cost is prohibitive, they have 
limited, or no, options. This may result in there being no cover. 

 
 

1.4  History and present 
 

1.4.1 Claims against surveying services firms are dominated by survey and valuation 
related claims. Though the average survey and valuation claim is estimated at 
£90,000, about 95% of these claim payments are less than £50,000. It is currently 
estimated that 70% of survey and valuation claims are closed with no claims having 
been awarded. 
 

1.4.2 During the Global Financial Crisis (GFC) in 2007 and 2008, and for a period 
afterwards, lenders increased the number of negligence claims made against 
surveyors for valuations of property that fell in value during and after 2007, and had 
been repossessed6.  
 

1.4.3 Along with the higher level of risk, run-off cover became less available during and 
after the GFC. This is known as a ‘hard’ market. A ‘soft’ market is typically a period of 
economic growth where the claims are low. Run-off requirements must be written 
with both hard and soft cycles in mind.  
 

1.4.4 Before 2011, the RICS policy advised that run-off cover be in place for an ‘absolute 
minimum of 6 years.’ However, during the GFC many firms undertaking valuation 
activities were either unable to obtain run-off cover from the market, or the options 
presented were cost prohibitive. As a result, the Regulatory Board approved a 
change to the RICS PII policy to require ‘adequate and appropriate’ run-off cover be 
in place, rather than set a specific time. This was to avoid situations where members 
were being forced into a breach of RICS rules when they had tried, but had been 
unable, to secure affordable run-off, despite reasonable efforts to do so. 
 

1.4.5 We are now re-examining the current position to ensure it is fit for purpose in the 
case of a future downturn and in the light of an increasing age profile amongst certain 
parts of the profession (such as residential valuers). 
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1.5 De-registration process 
 
RICS requires evidence from regulated firms that they have adequate and appropriate PII 
run-off in place at the point of de-registration. Firms can evidence this through either their 
policy document or details from their broker. Where a firm does not provide this, the matter is 
progressed to investigation and, where necessary, disciplinary action taken. In the last RICS 
business year, 31 cases of firms failing to follow the firm de-registration process were 
passed onto investigation.   
 
 

2. Scope of review 
 
2.1 In January 2017, the UK and Ireland Regulatory Sub-board requested that the PII 

run-off policy be re-examined under two key issues:  
 

1. Availability of PII run-off to firms: determine whether or not the current RICS 
position will allow for firms to close down in a sustainable manner by being able to 
obtain the cover they require; and  

2. Consumer protection: ensuring that the end users of our regulated firms, 
particularly vulnerable members of the public, have the right level of protection in 
bringing claims. 

 

3. Summary of approach 
 

3.1 Best practice run-off policy framework 
 

3.1.1 RICS developed key criteria upon which an effective PII run-off policy would be 
based. This is displayed in figure 1, and summarised in three key criteria:  

• wide availability amongst the profession 

• affordable in cost and  

• adequately covers consumer claims.  
 

3.1.2 This platform guided our assessment of the current policy and pre-consultation 
engagement activities. As noted by the scope of work, this particular review focused 
on pillars one and three, though cost implications will be taken into account in the 
assessment of each policy option.   
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3.2 Pre-consultation engagement 
 

3.2.1 Between December 2016 and June 2017 RICS engaged with key stakeholders to 
help understand the current problems. These activities included:  

• ‘RICS Professional Indemnity Insurance Run-off Review: Summary of Data 
Collection’: A call for information was distributed amongst the insurance sector 
in order to understand key knowledge gaps and described the current practices 
in the sector.    

• ‘PII Run-off Review: Call for information’: Focused on direct engagement with 
firms deemed to be most at risk by the policy, representatives from small 
business groups and key multi-stakeholder groups.  

• End Users Survey: RICS commissioned Ipsos MORI to investigate stakeholder 
views of Professionalism in the sector and to outline key risk areas. One of these 
areas was PII expectations and experience. RICS also approached consumer 
organisations for feedback on this issue.  

 
3.2.2 The key lessons from these activities are summarised within section 5.  

 

4. Consultation  
 

Purpose 
 

4.1.1 This consultation is an essential component of our policy development process to 
ensure that the impacts of any policy change have been assessed. This will help us 
develop evidence based policy that is proportionate to the problems it is intended to 
address.    

Figure 1 
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4.1.2 The purpose of this consultation is to: 

• Fill in information gaps highlighted by the review.  

• Help us to determine which of the presented options will best address 
availability of run-off cover and consumer protection considerations.  

• Collect feedback on the impacts of the presented options.  
 

Process  
 
27 November2017    Consultation Document Released 
08 January 2018  Closing date for Consultation responses.  
January 2018  Consideration of responses and policy by UK & Ireland 

Regulatory Sub-board  
 

How to respond 
 

4.1.3 Please respond to this consultation no later than 8th January 2018.  
4.1.4 You can respond to this consultation by either answering the questionnaire here or 

send responses to the address below.  
 

Farhana Ahmad  
RICS  
12 Great George St 
London  
SW1P 3AD 

 

Next steps  
 
4.1.5 A Consultation Summary Report will be prepared after the submission closing date 

and made publicly available on the RICS website.  
 

5. The identified problems  
 

5.1 Availability of PII run-off to firms 
 
5.1.1 The feedback we received from our engagement indicated a gap in our current 

minimum policy wording. In particular that, while RICS requires a regulated firm to 
have ‘adequate and appropriate run-off cover’ at the point of closing, there is no 
requirement in the policy for the insurance market to provide it, nor is the requirement 
specific.   
 

5.1.2 The current informal practice, that the last insurer offers run-off cover to a firm, is 
based on goodwill rather than mandated, which can leave firms unable to access 
adequate and appropriate run-off cover. While there is little evidence of this being a 
significant problem at present, our insurance advisers, and the insurance market, 
have recognised that this gap poses a risk in the future.  
 

5.1.3 We therefore consider that the current minimum wording policy does not provide us 
with enough confidence that firms can always gain adequate and appropriate run-off 
cover to protect consumers and themselves.   

 

5.2 Consumer protection 
 

https://consultations.rics.org/consult.ti/system/text?page=terms


7 
 

5.2.1 Recent RICS research by Ipsos MORI showed that the public rated ‘having adequate 
professional indemnity insurance’ as the most important consumer protection issue7 
in maintaining professionalism in the land and property sector. Commercial clients 
(such as banks and institutional investors) were also concerned about this issue. 
 

5.2.2 RICS has considered whether or not consumer protection is a potential problem with 
the existing policy and we have concerns that the current ‘adequate and appropriate’ 
policy wording may put private consumers at risk. 
  

5.2.3 However, RICS is not aware of major current systemic uninsured losses in the UK 
surveying services market.  
 

5.2.4 While this suggests consumer expectations are broadly being met in the current 
market conditions, many small or private consumers will be uninformed on the issue 
of run-off cover and the weaknesses in the current model.  
 

‘Adequate and Appropriate vs six-year requirement’ 
 

5.2.5 During our call for information, we asked insurers when claims were being made after 
the work was undertaken. The data showed that claims were brought reasonably 
consistently over the six-year period, reflecting statutory limitations.   
 

5.2.6 The Regulatory Sub-board has debated whether the requirement to maintain PII for 
an ‘adequate and appropriate’ amount of time after closure offers consumers 
sufficient protection based on the data provided. The current RICS approach of 
instructing firms to consult with their broker to determine this time is consistent with 
the wider professional indemnity market. Our discussion with brokers indicated that 
most prudent brokers would advise a period of six years. Longer may be necessary 
in some cases, depending on the type of work a firm has undertaken8.  
 

5.2.7 However, as the onus is on the firm there is no certainty that advice will be obtained 
or that run-off will be maintained for the period. While RICS firms are required to 
provide evidence of a run-off policy upon closure, we are limited in our ability to 
monitor firms after that time. 

 
5.2.8 This suggests that six years would be an appropriate period if a time requirement 

was introduced9.  
 

6. Policy options 
 

Policy options that could address the identified problems are set out below. Please note 
these options are not proposals, but are intended to stimulate discussion and provide input 
to our assessment of the policy going forward.  

 

6.1 Option 1: Introduce terms to the minimum wording policy that the last 
insurer must provide at least six years run-off cover, subject to the payment of 
annual premiums 

 
Description 
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6.1.1 RICS could introduce a new term to the minimum wording policy requiring the last 

insurer to offer cover for a minimum acceptable period. Based on the problem 
identification in section 5, the required period could be six years and any additional 
cover would be at the discretion of the firm or broker.   
 

6.1.2 Under this option coverage would only be triggered if the run-off premium was paid. 
Under the contract with listed insurers, RICS could require that insurers state the 
run-off premium up-front to firms to ensure transparency. 
 

6.1.3 Coverage would remain on an ‘all claims made’ basis.   
 
 
 

Impacts 
 
6.1.4 Our engagement with insurers on this option has been mixed, though it is indicated 

that this option may be accepted by most of the prescribed insurers, as the 
mandatory requirement will only be triggered upon premium payment.   
 

6.1.5 Firms may have concerns about this option if they change or lose their PII insurer in 
the years ahead of firm closure. The current ARP could be available as the insurer 
of last resort to firms who find themselves in this position. However, this would not 
be available across the board, as the ability to access the ARP is subject to meeting 
a series of criteria. These are located in ‘Rules and Procedure for Admission to the 
RICS Assigned Risks Pool’ (12 August 2016). 
 

6.1.6 It is not clear the extent to which premiums would rise under this option. Though 
premiums are annually renewable, one response was that these terms would raise 
the costs as fringe insurers may drop out of the market. RICS envisages that this 
option would not result in a large increase in costs for the average firm, however 
those with a higher claims history may be faced with higher premiums. We welcome 
further input from the insurance industry to clarify this.  
 

6.1.7 A potential gap in this approach is that a firm may lose their PII insurance, not 
qualify to join the ARP and then have no recourse to run-off. There are limited 
cases of this occurring at the moment, though this may increase when the market 
conditions change. RICS is interested in collecting views on whether there would be 
an elevated risk of this occurring under this option.  
 

6.1.8 Most firms are likely to continue to pay policies on an annual basis. There is still 
then the risk under the current model where firms may not pay their premiums for 
an ‘adequate and appropriate’ amount of time leaving a potential gap in consumer 
protection.  
 

6.1.9 We wish to explore the impacts further in the questions outlined below, and 
particularly welcome view from firms that are currently considering closing.  

 
 

Summary: to what extent does this option address the identified problems? 
 
6.1.10 We believe that this option addresses the current gap in the availability of run-off to 

a large extent, as it transitions the current informal practice of insurers offering run-
off into a condition of the minimum wording policy. This provides greater certainty 

http://www.rics.org/Global/rules_%20and_procedure_for_admission_%20to_the_%20RICS_%20Assigned_Risks_Pool_120816_JD.pdf
http://www.rics.org/Global/rules_%20and_procedure_for_admission_%20to_the_%20RICS_%20Assigned_Risks_Pool_120816_JD.pdf
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for firms and will better enable them to meet our regulatory requirements.  Firms 
unable to obtain PII cover will then have recourse to the ARP, though it is unclear to 
what extent firms may still ‘fall through the gaps’. 
 

6.1.11 There will be improvements against the current level of consumer protection by 
better enabling the firms to access run-off cover. However, as coverage will be 
subject to payment of annual premiums, consumers may be exposed if firms 
discontinue payments.  

 

6.2 Option 2: Extension of the Assigned Risk Pool (ARP) to provide run-off 
cover 

 
Description 
 
6.2.1 As outlined in Section 1.3, the current ARP is not available for straight run-off, as its 

purpose is to rehabilitate firms to enter back into the insurance market. Under this 
option, the ARP binder would be expanded to provide a run-off option to all member 
firms.  
 

6.2.2 The ARP proposal run-off cover terms could provide: 
a. a 6-year policy 

b. a £2,000,000 aggregate limit10 

c. no restriction in consumer/non-consumer claims and 

d. dependent on the payment of premium 

 

6.2.3 Firms would then decide if this policy would be ‘adequate and appropriate’ for their 

run-off requirements, or choose to procure run-off from the market. In other words, 

firms would have a choice between their insurer under the current terms or the ARP 

offering.   

 

Impacts  
 

6.2.4 This option provides a ‘safety net’ for firms having difficulty acquiring run-off from the 

open market.  

 

6.2.5 The prescribed insurers have indicated that, subject to underwriting criteria and 

further detail, they are supportive of this option.  

 

6.2.6 Provisions would have to be made in the eligibility requirements to prevent phoenix 

firms11 and successor practices, or firms taking advantage of an automatic cover 

provision.  

 

6.2.7 With respect to individual firms, the primary cost would be at the point of entering 

run-off. As the run-off is aggregated, this has the impact of reducing the cost and we 

estimate a figure of between 100% to 150% of the annual premium.  

 

6.2.8 As noted the ARP would offer an aggregate policy over a six year period as opposed 

to the annual ‘all claims made’ basis of the current policy. This is higher than the 
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current ARP aggregate and is estimated to be sufficient to cover most consumer and 

small business claims. 

   

6.2.9 This option partially addresses the consumer risk associated with firms being 

responsible to pay annual premiums as mentioned above. If firms continue with their 

current insurer for run-off, then it is likely that annually paid premiums will continue. 

However, insurance coverage under the ARP would be subject to a bulk payment 

that will ensure that the firm is covered for 6 years. As firms who choose the ARP 

coverage are likely to be in the higher risk category, this option ensures that the 

highest risk firms will have coverage in place for the recommended period of time. 

 

6.2.10 By spreading the risk, this option also protects the consumers if an insurer closed.  

 

6.2.11 Initial market feedback has indicated that a number of fringe insurers would consider 

withdrawing from the market if this option was implemented. However, it is 

anticipated that major insurers would stay, which would minimise the impact of this.  

 

6.2.12 We welcome views on this option in order to consider the impacts in more detail.  

 

Summary: to what extent does this address the identified problems? 
 

6.2.13 This option directly targets those firms who are experiencing difficulties in finding run-

off cover in the open market, by providing the ARP coverage as a ‘back-up’ option. 

The average survey and valuation claims were highlighted in section 1, and are well 

within the £2m aggregate cover proposed under the ARP policy.  

 

6.2.14 This provides more consumer protections than option 1. As previously stated, if a firm 

chooses the ARP policy RICS will be able to monitor that there is six years’ coverage 

in place. As firms who select this option are likely to have been unable to obtain 

cover on the open market, RICS will have oversight over the more at risk firms.   

 

6.2.15 Firms who select to remain with their current insurer will likely continue to pay 

premiums annually12. As in option 1 there is a risk that consumers may be exposed if 

firms discontinue payments (though their risk profile is likely to be less).  

 
 
 

 
6.3 Option 3: Mandate the incumbent insurer to provide six years run-off under 

the minimum wording policy  
  
6.3.1 This is based on the Solicitors Regulation Authority (SRA) model.  

 
6.3.2 The insurer would be required to provide run-off for a period of six years from the 

expiry date of the policy for any insured which ceased during the period of insurance. 
Under this model there are no restrictions to the policy coverage for firms in run-off13 
and insurance is provided regardless of whether or not the firm pays the premium.  
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6.3.3 Insurers do have the right to charge for such coverage provided that the amount is 
made clear in the policy wording. 
 

Impacts 
 
6.3.4 This model is a version of option 1 where the onus is on the insurers to provide the 

run-off, as opposed to being the responsibility of the firm to maintain.  
 

6.3.5 Some of the firms engaged with in pre-consultation have indicated an interest in this 
option as it will enable six year policies to be paid upfront.  
 

6.3.6 RICS staff have discussed this option with key personnel in the insurance industry 
and with our insurance advisers. The feedback we received suggests that the 
insurance market is highly unlikely to agree to providing coverage on this basis for 
the following reasons: 

• RICS members produce £41m income as opposed to £250m from solicitors, 
and therefore is less lucrative. 

• Of the 57 RICS listed insurers, only 22 are SRA participating insurers. 

• In September 2015 class underwriters were independently asked whether they 
would support a change to the SRA model. All advised that they would either 
withdraw, seriously consider withdrawing or would review their underwriting 
approach to the SME surveyors market. 
 

6.3.7 It has been indicated that there may be a 70% to 100% increase in premiums (based 
on the increase in the last hard market in 2001), due to a lack of market competition. 
We welcome views on whether this is an accurate assessment.  
 

6.3.8 It is the view of our insurance adviser and key underwriters that insurers would be 
less inclined to write SME business on the basis that they would not wish to be left 
with run-off exposure. This would potentially result in firms being unable to obtain 
coverage, particularly those having financial difficulties. 
   

6.3.9 This option provides a high level of protection for all consumers (residential, 
commercial and financial) as an insurance policy would be in place regardless of 
whether or not a firm continues to pay their premiums.  

 

Summary: to what extent does this address the identified problems? 
 

6.3.10 On the face of it, this option would provide for all firms to have access to run-off for a 
six-year period. However, in practice, if there were a significant reduction in the 
market this would result in fewer PII policies being available to SMEs and higher 
premiums across the board. The insurance industry has indicated that there would be 
a contraction in the market that would compromise availability, as insurers would look 
to the longevity of the firm before a PI insurance product is offered.  
 

6.3.11 If a firm is able to obtain an insurance policy, this option provides a high level of 
protection to all consumers. 

 
 

6.4 Option 4: Require the incumbent insurer to provide six years of run-off 
under the minimum wording policy for consumer claims only. 

 
6.4.1 This option is a partial version of option 3 above, with run-off coverage only applying 

in respect of claims made by consumers against the firm. 
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6.4.2 Firms would then be required to determine what ‘adequate and appropriate’ run-off 

they should take for their commercial clients.   
 

Impacts 
 
6.4.3 The rationale behind this option is that commercial clients are better placed  to 

determine what PII requirements are suitable for the work being done than private 
uninformed consumers.  
 

6.4.4 Our insurance advisers have indicated that the insurance market would agree to this 
option. Insurers’ claims experience is driven by survey and valuation claims driven by 
commercial customers and excluding such claims will allay many of their concerns. 
This is subject to what the final definition of ‘consumer’ will be.  
 

6.4.5 Cost implications for firms could be determined by their activities and client base. If 
the firm earned 100% of their income from household consumer based activities, the 
cost would be 300% of the annual premium. However, if the firm earned 50% of their 
income from consumer and the remainder from survey and valuation activities for 
example, then technically the run-off premium should be reduced to reflect this. In 
practice however it would be difficult for insurers to express this in the policy and it 
would be expected that they would continue to charge 300%. 
 

6.4.6 It is worth exploring whether small regional surveying practices may 
disproportionately bear the cost increase as most of their clientele are likely to be 
household consumers. In the Data Collection paper one insurer noted that residential 
consumers were the largest group of claimants to their surveying practices outside of 
London at 59%. Within London they only comprised 23% of claims. Preliminary 
feedback from the insurance market has indicated that this would not be the case, as 
consumer claims are typically low value.  
 

6.4.7 If this were to present an issue, a potential solution to this could be not to allow 
insurers to charge for run-off and include in the annual premium. This could result in 
a market wide premium increase. 
 

6.4.8 Despite insurers being more comfortable with this approach, our insurance adviser’s 
view is that the outcome would be similar to option 2, in that a number of fringe 
insurers will withdraw from the market. It is unlikely that proposal would result in 
those insurers currently writing the SME portfolio from withdrawing from the market, 
so the market wide implication will be smaller. 
 

6.4.9 It has been raised that this policy could have an impact on the competitiveness of 
smaller firms to financial institutions (FIs). It may be more likely that the FIs would opt 
to give work to the larger firms as there would be more certainty that the work would 
be covered for the necessary amount of time. 

 

Summary: to what extent does this address the identified problems? 
 

6.4.10 This option would provide for firms to have access to run-off for a six-year period with 
respect to consumers only. Firms would then have to negotiate adequate and 
appropriate cover with respect to commercial and financial claimants, as there is no 
guarantee that they would be included within the scope of the one run-off policy.  
 

6.4.11 Protection under this option would be assured for consumer claimants.  



13 
 

 
 

6.5 Option 5 ‘Special Purpose Fund’ model which covers all run-off for RICS 
firms.  

 
6.5.1 This option is based on the Law Society of Ireland model.  

 
6.5.2 A Special Purpose Fund could be established which consists of an Assigned Risk 

Pool and a run-off fund. All firms that cease trading and do not have succeeding 
insurance are eligible to enter the run-off fund.  
 

6.5.3 Consistent with the Irish approach, there would be no cost to firms to enter the fund 
with all claims payments and administration costs met by insurers. The intent is that 
the PII premiums paid by firms throughout their lifetimes would be elevated slightly to 
fund those entering run-off.  
 

6.5.4 There is no restriction to the period of the fund, and it would encompass claims 
brought any period of time after the harm occurs.   

 
 

Impacts  
 
6.5.5 This option aligns with feedback received from some smaller firms, in that run-off 

cover could be paid for over the life of a policy, as opposed to coming out of savings 
at retirement. However, it has been indicated that this will not be accepted by 
medium to larger firms.   
 

6.5.6 Initial feedback from the insurance market is that they are unlikely to agree to this 
proposal. Only nine of the RICS listed insurers are also Law Society of Ireland 
participating insurers, and of these only five made the decision to participate from 
their London account (meaning that the remaining four were decisions made in the 
local Irish market, independent of the UK insurer). 
 

6.5.7 Based on initial feedback we would estimate that this would result in a 70% to 100% 
increase in annual PII policy premiums (based on the increase in the last hard market 
in 2001), due to a constriction of the market. 
 

6.5.8 Firms would face no premiums on closure as run-off would be entirely funded by the 
insurance industry. However, in practice it is likely that the cost of average PII 
insurance will increase across the board to maintain the run-off fund.  
 

6.5.9 While premiums did not increase in Ireland when this model was introduced, the 
RICS and Irish solicitors markets are noticeably different. The Law Society of Ireland 
had no minimum insurer rating requirements, and there are currently three unrated 
insurers operating in this market. In contrast RICS insurers have to meet the 
minimum insurers policy, as outlined in Section1.3.  
 

6.5.10 Insurers have also warned that this model has not yet been tested in a tight 
insurance market and for the reasons above, has indicated that is not a sustainable 
approach for RICS.  
 

6.5.11 This option provides a high level of protection from all consumers/end users as run-
off would always be in place.  
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To what extent does this address the identified problems? 
 
6.5.12 According to the terms of the policy, run-off cover would be automatically available to 

all RICS firms. However, in practice we have been informed that the market could 
reduce significantly, which would lead to fewer PI insurance policies available and at 
a higher price. It is also possible that the premiums would have to be raised higher to 
absorb the cost of run-off for this particular market.  
 

6.5.13 This option could provide a high level of protection for all consumers if the current 
minimum wording policy is maintained.  

 
 
 

7 Combining options  
 

7.1. The above discussion does not preclude options from being used together, though 
RICS would like further input on the associated impacts.  
 

Option 2 and option 4  
 
7.2. It has been proposed that option 2 (an extended ARP) could sit alongside option 4 

(mandatory terms for consumer claims only). This would address the two identified 
aims of review:  

(i) having greater availability of run-off for firms by providing the extended ARP as 
an option and  

(ii) writing the insurance industry to provide a high level of protection for consumer 
claims.  

 
7.3. We predict that the two together may cause a loss of some of the market, but cannot 

quantify the impact at this stage.  
 

Staged approaches 
 
7.4. It is also important to consider how RICS should introduce a new policy option, and 

we would welcome views on this. Would it be preferable to introduce one option 
initially and then transition to another after scheduling a review at a future date? For 
example, RICS may start with option 4 (require insurer to provide 6 years cover for 
consumer claims only) with the view to move to option 3 (require all claims covered) 
over time.  
 
 

 
 

8 Closing remarks  
 

8.1 The options outlined provide a wide variety of methods to address the identified 
 problems. RICS does not currently have a preferred model and welcomes all views 
 on the policy options presented.  
 
8.2 Deciding on the right policy approach will be a balancing act in a very complex 
 market. Too heavily concentrating on one aspect of the run-off framework may 
 undermine the stability of the other components and the approach in general.  
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Appendix A 
 
1 Association of British Insurers. 
 
2 RICS PII Policy. 
 
3 Net written premium 01/01/2016 to 31/12/2016 for the first £1m of coverage. 
 
4 2016 figures. In contrast, the Solicitors Regulation Authority (SRA) income is estimated to be £225 
million and the Law Society of Ireland €21 million (approximately £19 million as at 7 September 2017). 
 
5 Insurers have stated that the key reasons for refusing run-off would be in circumstances of a poor 
claims history (particularly instances of fraud or disciplinary action) or perceived difficulties in paying 
premiums or excesses. 
 
6 Oonagh McDonald, 2014. Balancing Risk and Reward: Recommendations for a Sustainable 
Valuation Profession in the UK. 
 
7 When prompted from a list of issues. 
 
8 Negligence claims can have up to a 15-year life span. 
 
9 As evidenced by RICS’ Call for Information with insurers 
 

https://www.abi.org.uk/products-and-issues/products/business-insurance/liability-insurance/professional-indemnity-insurance/
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10 This figure is based on a doubling of the existing ARP limit (from £1,000,000). Our current ARP 
manager has recommended that this increase would be sufficient if run-off was to be included. 
 
11 In particular, this is with respect to firms who close in a disorderly way and then rapidly re-establish 
themselves as a new trading entity. More information on can be found here. How RICS manages 
successor practices is located here. 
 
12 An alternative approach may be to require firms to pay six years of run-off in an upfront payment, 
however this was the policy in place pre-2011 and firms had difficulty in meeting this requirement 
during the GFC (see earlier discussion). Mandating the insurance industry to provide a six-year bulk 
cover could be addressed by Options 3 and 5.  
 
13 As previously outlined, the current wording of the policy is set to the following parameters: all claims 
made, full civil liability, maximum level of uninsured excess. Under this approach there are no 
restrictions to this. 
 
 

http://www.rics.org/uk/regulation1/firm-and-individual-guidance/phoenix-firms/
http://www.rics.org/Global/Downloads/Successor_Firms_information_sheet__-__September_2010.pdf

