Property Insurance
Firms should note that the bank's requirements in relation to the insurance of property that is (or will be) charged by way of fixed or floating charge to the bank are as follows:

1. In all cases the customer should be required to maintain comprehensive "all risk" insurance for the full reinstatement value of the property.  Firms are expected to obtain confirmation from the customer's law firm that such cover is in place prior to completion.

2. In addition, where the value of the total secured obligations and the value of at least one property held as security for the lending both exceed (i) £10m for commercial property or (ii) £2.5m for residential property, we require our customers to maintain composite insurance (i.e the bank is named as an insured party as well as the customer so that the bank benefits from the equivalent of a separate contract with the insurer and has the right to make a claim in its own name). Note: where the funding for residential properties (including blocks of flats) is commercial rather than personal, the £10m figure applies not £2.5m.

In addition to composite insurance, customers should be obliged to ensure the policy contains the following related protections:

- Non-Invalidation waiver - a confirmation that the lender will be given a period of grace to decide whether to pay the insurance premium before the policy is invalidated by the insurer, if, for example the customer fails to pay the premium.

- Non-vitiation clause - to protect each of the insured parties against cancellation or voidance of the policy due to acts of fraud, misrepresentation or non-disclosure by another insured party.

- Subrogration waiver - whereby the insurer gives up the right to take action against a third party for a loss suffered by an insured.

- First Loss Payee protection - to ensure that in the event of payment being made under the policy in relation to the insured risk, payment will be made to the bank rather than the customer. 

These requirements apply in relation to all lending transactions unless your bank contact for the transaction confirms otherwise. Always liaise closely with your bank contact to confirm the bank's specific insurance requirements for each transaction.

