
LEGAL EXPENSES
INSURANCE FOR
CHARITIES
A SHORT GUIDE TO LEGAL EXPENSES

INSURANCE - THE COVER AVAILABLE

TO CHARITIES AND KEY EXCLUSIONS



Legal expenses insurance cover

Employment pract ice l iabi l i ty  cover

Normal pol icy exclusions

Even with al l  of  the r ight  pol ic ies and pract ices in place, char i t ies can st i l l  f ind

themselves involved in legal  d isputes.  Deal ing wi th l i t igat ion problems can be

expensive,  whether i t  be hefty f ines and legal  representat ion costs or excess

t ime spent focussed on the legal  issue, reducing the t ime you have to focus on

your aims.

Fortunately,  insurance pol ic ies such as commercial  legal  expenses cover can

help protect  your organisat ion in these circumstances and set you on the road

to recovery.  This type of  pol icy provides cover for  legal  costs that  occur whi le

pursuing a c la im or dispute against  a responsible party.  As a form of ‘before

the event ’  insurance, these pol ic ies must be taken out before the event occurs.

Pol icy l imi ts range from £250,000 of  cover upwards, but many pol ic ies impose

a smal ler  'per c la im'  l imi t  too.

This short guide looks at:
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Legal expenses insurance cover

Legal expenses insurance can provide cover for  a range of  c i rcumstances. I t  is
normal for policies to have a 'prospects of success clause'.  This c lause

requires a 51% or more chance of  the pol icyholder winning a c la im or

successful ly defending their  case for the cover to k ick in.  This means the cover

wi l l  not  respond in the event that  the pol icyholder has no real ist ic chance of

winning their  case.

Cover is typically available for the fol lowing circumstances:

Employment disputes
Covers the legal  costs involved in defending your organisat ion when faced with

al legat ions of  wrongful  d ismissal ,  d iscr iminat ion,  harassment and fai lure to

promote or employ or al leged breach of  statutory duty by you against  an

employee. This sect ion also covers you for amounts awarded to the other party

in the event you lose a case and are required to pay compensat ion.

Contract disputes
Covers the legal  costs involved in pursuing or defending a legal  act ion relat ing

to a contractual  d ispute.  Contracts covered include purchase, hire,  sale or

provis ion of  goods or services.

Debt recovery
Covers you for costs in recover ing debts owed for goods or services provided

by you. Cover for  rent arrears is normal ly excluded but can be purchased as an

add-on or separate pol icy.
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Property protection
Covers the legal  costs involved in pursuing or defending a legal  act ion relat ing

to property owned by you (excludes rent arrears).  Occurrences covered include

damage by a th i rd party and claims for nuisance or t respass to the property.

Personal injury
Covers the legal  costs and expenses for defending employees and their  fami ly

members fo l lowing a speci f ic  or sudden accident that  causes their  death,  or

bodi ly in jury to them.

Appeals against  heal th and safety or food safety enforcement not ice,  as wel l

as deal ing wi th author i t ies or the HSE pr ior  to a charge.

Defence in cr iminal  prosecut ions or c iv i l  legal  proceedings, as wel l  as any

disputes or proceedings ( including the r ight  to appeal)  in connect ion wi th the

Data Protect ion Act.

Appeals against  terms of  a statutory not ice or against  the suspension,

revocat ion,  imposed al terat ion or refusal  to a renew a government- issued

l icence or cert i f icate of  registrat ion for an act iv i ty.

Representat ion at  a formal invest igat ion or hear ing by any trade associat ion.

Compliance and regulation
Covers the legal  costs associated with:

HMRC invest igat ions with representat ion

at a f i rst- t ier  t r ibunal ,  upper t r ibunal  or

at  appeal  against  a decis ion.

VAT disputes related to a local  review

procedure intended to reach an

agreement wi th HMRC, a f i rst- t ier

t r ibunal ,  upper t r ibunal  or  VAT tr ibunal

(or appeal) .

Disputes regarding compl iance with

regulat ions related PAYE, social  secur i ty

and nat ional  insurance contr ibut ions

after a review by the HMRC.

Tax and VAT protection
Covers the legal  fees related to:



Criminal prosecution defence
Covers the costs of  mount ing a defence against  cr iminal  prosecut ion charges

brought against  an indiv idual  who works for  you, up to the point  of  convict ion.

Cover appl ies when the al leged cr ime was commit ted unintent ional ly (whi le in

the course of  their  work for  you).

Legal advice and support
Most insurers of fer  a 24-hour helpl ine that  gives advice on legal  matters

affect ing your char i ty.  Some legal  expenses insurers also have a helpful

document reposi tory which includes template legal  documents and an

employment manual (employment procedures guide).

Employment practice l iabil i ty cover

We noted ear l ier  that  legal  expenses insurance usual ly has a 'chances of

success'  c lause -  which means the cover wi l l  not  k ick in unless you have at

least  a 51% chance of  your case succeeding.

Many char i t ies want insurance for legal  costs surrounding employment issues

but are concerned that the 'chances of  success'  c lause leaves them without

adequate cover.  Fortunately,  employment pract ice l iabi l i ty  insurance (EPL) is

designed for th is s i tuat ion.  EPL provides cover for  the costs in defending

act ions brought by staf f  or  ex-employees as wel l  as of f iceholders and regulatory

bodies -  when there has been a breach of  employment law. Pol ic ies also cover

damages and awards where an employee's r ights have been breached.
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Fines or penal t ies f rom a court  or  t r ibunal

Disputes between the insured and insurer

Legal  expenses in connect ion wi th judic ia l  review

Disputes about actual  or  al leged defamat ion or mal ic ious falsehood

Disputes between pol icyholders,  any associated company or partner

Any legal  expenses other than those agreed in wr i t ing by the insurer

Defence of  legal  proceedings due to seepage, pol lut ion or contaminat ion

Acts,  omissions or disputes that occur pr ior  to the start  of  the pol icy in which

the pol icyholder knew (or should have known) could cause a c laim

Disputes regarding patents,  copyr ight ,  t rademarks,  passing-of f ,  t rade or

service marks,  registered designs or conf ident ia l  informat ion

Disputes relat ing to f ranchise r ights or agency r ights in which the

pol icyholder has the abi l i ty  to al ter  the legal  re lat ion of  another

Defence of  c iv i l  proceedings from actual  or  al leged tort ious l iabi l i ty  or

breach of  duty

Al legat ions against  the pol icyholder/employee regarding assaul t ,  v io lence,

dishonesty,  i l legal  immigrat ion,  money launder ing or the manufactur ing,

deal ing in or use of  a lcohol ,  i l legal  drugs or obscene mater ia ls

Normal policy exclusions

Although exclusions wi l l  vary based on the speci f ics of  the c laims, the pr imary

exclusions include:
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EPL pol ic ies do not have a

“prospects of  success” c lause.

The insurer has an absolute duty

to fund defence costs relat ing to

a wrongful  employment pract ice

and to pay a reasonable out-of-

court  set t lement,  employment

tr ibunal  compensatory award or

damages awarded by a court .

Claims costs are usual ly much

higher than employment c la ims

covered by a legal  expenses

pol icy.



T:  020 8651 7420
W: accessinsurance.co.uk
E:  charity@accessinsurance.co.uk

Access Insurance Services is a trading name of Access Underwriting Limited. Authorised and regulated by
the Financial Conduct Authority No. 300421. Registered in England and Wales: No. 3880990 Reg. Office:
Selsdon House, 212-220 Addington Road, South Croydon CR2 8LD.

I f  you have quest ions about anything in th is paper,  or  would value advice

and help on arranging legal  expenses insurance please contact  one of

our special ist  advisors at  char i ty@accessinsurance.co.uk


