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As one of the world’s largest and most influential economic markets, the 

UK has featured prominently in recent international news for the Brexit 

referendum. In addition to a brief update on this popular topic, this article 

will also review the compulsory coverage requirements for the UK and the 

developing changes for the Insurance Premium Tax (IPT).

Commonly Purchased Compulsory Coverages

Auto (Third-Party Liability):

Despite nonadmitted insurance being permitted in the UK, local auto liability 

coverage is compulsory and will need to be purchased for any company 

operating vehicles in the UK. Securing a local policy will ensure minimum 

monetary liability requirements are being met.  

Employer’s Liability: 

In the UK, purchasing a local employer’s liability policy is required. Industrial 

injury and disease is compensated partly by the social security system, 

and partially through the employer’s liability coverage. UK statute requires 

a minimum limit of five million (GBP) of coverage, but the standard limit 

purchased by employers is ten million (GBP). Employers are required to make 

a copy of the EL Certificate of Insurance accessible to all employees. 

Note: In order to bind an EL policy, an Employer Reference Number is needed 

for the entity seeking coverage. This is an individual, unique number provided 

to UK businesses for company identification (similar to a Federal Employer 

Identification number in the US).

Professional Indemnity (PI):

Professional indemnity is compulsory for certain lines of business. Though the 

nature of the Insured’s business may not require a PI policy, it is a safeguard 

for many businesses that have any exposures involving their work product. 

For the professionals whose PI is compulsory, noncompliance can result in 

serious consequences. Industries requiring PI insurance include: solicitors, 

accountants, surveyors, financial intermediaries and healthcare professionals.

The UK Insurance Market  
At a Glance

 � The UK’s insurance industry is the 

largest in Europe and the fourth largest 

in the world.2

 � The UK insurance industry manages 

investments of £1.9 trillion.2

 � There are 934 general insurers 

authorized in the UK.2

 � UK Liability insurers pay £7.2 million 

daily, with £2.3 million being paid 

towards EL claims.2

 � UK property insurers pay £15 million 

daily (£8.1 for domestic and £6.9 for 

commercial claims).2 
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Current UK Considerations

Insurance Premium Tax (IPT): 

On November 1, 2015, the UK raised the IPT from 6 percent to 9.5 percent. This 

was followed by an increase from 9.5 percent to 10 percent effective October 1, 

2016, and an increase to 12 percent that will be effective on June 1, 2017. Since 

the IPT was introduced in 1994, this has been the sixth increase.1

Brexit: 

The UK vote to part from the EU will have an effect on how certain policies are 

written. Freedom of Service (FOS) policies are locally placed policies written in 

the UK, but the policy has reciprocity in all countries in the EU. If the UK is no 

longer a part of the EU and as a result loses its access to FOS, these policies may 

no longer be written. Possible alternatives to programs currently written using 

FOS policies:

1. Writing local policies in all of the countries in which coverage is needed.

2. Using another country in the EU to facilitate the FOS policies. 

If the option of issuing an FOS policy out of another EU country is chosen, an 

insurance market which is mature and issues their policies in English, such as 

Ireland, would be an ideal candidate to replace UK-issued FOS policies. In the 

event an EU country requires policy certification in the local language, a local 

policy may still need to be placed in that jurisdiction to comply. 
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