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Findings

Changing weather patterns may lead to higher and more frequent
claims in buildings and contents insurance. Here, we outline some
areas for general insurers to consider to make sure they give their
customers clear and accurate information about the scope of what 
is covered and any significant exclusions. 

Why is this important to your firm? 

Climate change poses risks to all businesses through physical damage to assets, long-term
damage to growth prospects and short-term business disruption. For the insurance industry,
the challenges are even greater as changes in climate could also result in higher and
more frequent claims through flooding, windstorms or forest fires. In the UK, we have
experienced two major flood events in recent years: one in the summer of 2007, which
affected many areas; and one in Cumbria and Scotland in 2009.

As part of our work in this area, we have reviewed whether general insurers are giving
customers clear and accurate information about the scope of their cover and any significant
exclusions. We limited the scope of our review to general insurance providers of personal
home buildings and contents cover, but our findings may be of interest to all general
insurance providers. 

We have already given individual feedback to the insurers reviewed; the purpose of this
factsheet is to share our individual findings with the rest of the industry. 

Our findings

Some of our findings suggest insurers may not be treating customers fairly in this aspect
of their business. In particular we identified two key areas that insurers should consider
to make sure they are giving their customers clear and accurate information. They should:

1. use clear and unambiguous language; and

2. highlight the significance of lapsing a policy. 

1. Using clear and unambiguous language
Communicating with customers using clear and unambiguous language is an important
component of treating customers fairly. If insurers use ambiguous wording when asking
questions to determine eligibility for cover or in their policy terms and conditions,
there is a risk that customers could answer incorrectly or fail to disclose important
information that could invalidate their policy or a claim. 
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customers using clear and
unambiguous language is 
an important component 
of treating customers fairly.
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Examples of unclear wording: 

Eligibility for cover

• ‘…have the buildings or grounds ever flooded…’ or ‘…is your home in a locality free
from and with no history of flooding…’, without specifying any time period.

• ‘…free from flooding and not in the vicinity of any rivers...’ and ‘…is your home in a
locality free from and with no history of flooding…’, without specifying the distance.

Policy terms and conditions

• Using the term ‘property in the open’ as an exclusion without being clear whether
it relates to items moved temporarily outside or those that are permanently outside. 

• Using the term ‘water table’ to exclude flooding claims that are a consequence of a
gradual rise in the groundwater level without explaining what the term means.

• Not giving sufficient prominence to the exclusions in Key Facts documents, or not
outlining these in a format that is easy to read.

2. Highlighting the significance of a policy lapse
An Association of British Insurers (ABI) statement of principles guarantees that for areas
of significant flood risk (greater than 1.3% annual probability, or 1 in 75 years) insurers
will continue to offer flood cover to property (subject to certain conditions agreed with
the Environment Agency) until 30 June 2013. This means that existing customers living
on a flood plain or in an area prone to flooding, or who have made a claim on their policy
in relation to flooding, may be better off renewing their existing policy than seeking cover
from a new insurer.

We did not find any evidence in the renewal information we reviewed that insurers are
telling affected customers about the risks of allowing a policy to lapse. This means
that flood-affected customers could allow their policy to lapse without understanding 
the implications.

Action to take 

• Review the wording in the questions you ask customers to determine their eligibility
for cover (either in your call centre script, online questionnaires or equivalent)
and review your policy terms and conditions to make sure the wording is clear
and unambiguous.

• Make sure at the time of renewal you consider how to make flood-affected customers
aware of the risks of allowing a policy to lapse in a clear and fair way.

• Update your FSA supervisor on any actions your firm has taken on the issues raised
in this factsheet.
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Key point 

It is important that 
flood-affected consumers
understand the implications
of allowing cover to lapse.


