
Conveyancing of Indemnity Insurance: A Comprehensive Guide

Introduction
Conveyancing involves the legal process of transferring property ownership from one
party to another. Throughout this process, various issues may arise that can delay or
complicate the transaction. Indemnity insurance plays a crucial role in mitigating risks
associated with such issues, ensuring a smoother and more secure conveyancing
process. This comprehensive guide provides an in-depth understanding of indemnity
insurance in the context of conveyancing, covering its importance, types, and practical
application.

1. Understanding Indemnity Insurance
a. What is Indemnity Insurance?

■ Indemnity insurance is a type of insurance policy designed to protect
against specific legal defects or risks related to a property that might
cause financial loss. These defects or risks might not be resolvable
or could be too costly or time-consuming to address directly.

b. Importance in Conveyancing
■ In the context of conveyancing, indemnity insurance provides

financial protection to the buyer (and sometimes the lender) against
certain issues that might otherwise hinder the property's transfer or
its future marketability. This insurance can expedite the
conveyancing process by providing a safety net for potential
problems.

2. Common Types of Indemnity Insurance in Conveyancing
a. Title Defects

■ Title defects may include issues such as undisclosed easements,
restrictive covenants, or missing documentation that prove
ownership. Title indemnity insurance protects against claims related
to these defects.

b. Planning and Building Regulations
■ This type of indemnity insurance covers risks associated with

properties that lack the necessary planning permissions or building
regulation approvals for past works. It protects against enforcement
actions by local authorities.

c. Access Issues
■ When a property lacks legally established access rights, access

indemnity insurance can cover the risk of being denied access or
incurring legal costs to secure access rights.
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d. Chancel Repair Liability
■ Some properties in the UK may be subject to chancel repair liability,

which obligates the owner to contribute to repairs of the local parish
church. Indemnity insurance can cover the financial risk associated
with this ancient liability.

e. Absence of Easement
■ This insurance covers situations where a property benefits from

rights (such as drainage or utilities) that are not legally documented.
It protects against potential disruption or legal action to establish
these rights.

f. Restrictive Covenant Breaches
■ Restrictive covenants are conditions placed on a property that

restrict its use or development. If these covenants are breached,
indemnity insurance can protect against the costs and legal
consequences of enforcement.

3. When and How to Use Indemnity Insurance
a. Identifying the Need

■ The need for indemnity insurance typically arises during the
conveyancing process when a solicitor identifies a potential risk or
defect that cannot be easily resolved. Common triggers include:

● Missing planning permissions or building regulation
certificates.

● Discovering unknown restrictive covenants.
● Absence of necessary easements or rights of way.

b. Obtaining a Policy
■ The process of obtaining an indemnity insurance policy involves:

● Consultation with a Solicitor: The solicitor will assess the risk
and recommend an appropriate indemnity policy.

● Contacting Insurance Providers: The solicitor typically
contacts insurance providers to obtain quotes and terms for
the necessary coverage.

● Purchasing the Policy: Once an appropriate policy is
identified, it is purchased, and the coverage is put in place,
usually paid as a one-time premium.

c. Costs and Premiums
■ The cost of indemnity insurance varies depending on the type and

level of risk, as well as the property's value. Premiums are generally a
one-time payment and can range from a few hundred to several
thousand pounds.
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4. Legal and Practical Considerations
a. Legal Requirements

■ While indemnity insurance is not always a legal requirement, it is
often recommended by solicitors to protect against potential risks.
Lenders may also require certain indemnity policies as a condition
for providing a mortgage.

b. Policy Terms and Conditions
■ It is essential to understand the terms and conditions of an

indemnity insurance policy. Key considerations include:
● Coverage Scope:What specific risks and defects are covered.
● Exclusions: Any risks or situations that the policy does not

cover.
● Claim Process: The procedure for making a claim under the

policy.
● Duration: Most indemnity policies last indefinitely, covering

the insured as long as they own the property and often
extending to future owners.

c. Impact on Property Sale
■ Having indemnity insurance in place can make a property more

attractive to potential buyers by mitigating certain risks. It provides
reassurance that any identified issues will not result in significant
financial loss or legal complications.

5. Case Studies and Examples
a. Case Study 1: Missing Building Regulations

■ A homeowner discovers during the sale process that an extension
built by a previous owner lacks building regulation approval.
Indemnity insurance is purchased to protect against enforcement
action by the local authority, allowing the sale to proceed without
costly delays.

b. Case Study 2: Absence of Easement
■ A buyer finds that the property they wish to purchase lacks a formal

easement for drainage. Indemnity insurance is obtained to cover the
risk of future disputes over drainage rights, providing peace of mind
and enabling the transaction to move forward.

c. Case Study 3: Restrictive Covenant
■ A restrictive covenant is discovered that limits the property's use.

Indemnity insurance is secured to protect against the financial
implications of covenant enforcement, facilitating a smooth transfer
of ownership.
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Conclusion
Indemnity insurance is a vital tool in the conveyancing process, providing protection
against various legal risks and defects that can arise in property transactions. By
understanding the different types of indemnity insurance and when to use them, buyers,
sellers, and solicitors can navigate the conveyancing process more effectively, ensuring a
secure and efficient transfer of property ownership.

This comprehensive guide aims to equip you with the knowledge needed to make
informed decisions about indemnity insurance in conveyancing, ultimately contributing to
smoother and more secure property transactions.
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