We summarise our requests to the CMA, as follows:
A) We request your help to ensure ABI and BIBA provides the Government with the data it
holds, but seems unwilling to anonymise and share, on enormous insurance increases.
B) We request the CMA to look into the short-term issue of buildings insurance increasing
hundreds of percent above prior year premiums.
C) We request a wider investigation into insurance for residential buildings - whether as part of
the ongoing Leasehold investigation or separate.
Our reasons for now taking this action are manifold. Buildings insurance has been a long-standing
issue for leaseholders over the years, and there is still a fundamental lack of transparency for the
leaseholder who is forced to pay the insurance costs, whilst often being unable to obtain even basic
data. We have also summarised our considered position, which has resulted both from the years of
what we deem malpractice, and has been fully contextualised by the recent meeting we attended:
1. We are concerned there are problems in the residential building insurance sector with
profiteering by the Insurers.
2. There appears to be evidence of cartel-like behaviour by the Insurers, and conflicts of
interest between Freeholders, Brokers, and Insurers, meaning the Buildings Insurance that
leaseholders are forced to pay for is not fit for purpose.
3. Leaseholders, who must suffer the costs, are unable to influence the selection of the Broker
and / or Insurer, and avenues of seeking redress are inherently onerous, if not impossible.
4. We are concerned that there is no onus on the Government to expedite a resolution due to
taxation benefits received by the Treasury.
5. CMA action is now required to ensure fairness for the leaseholder, the end consumer, in this
market sector.
1. Residential Building Insurance Sector – Problems and Profiteering
We understand the usual response, given by the insurance and broking industry, is that the
insurance market has tightened due to implications following the Grenfell tragedy; however, we
have seen no supporting evidence of a robust process from the industry which ensures a common
and transparent approach to the setting of premiums.
Instead, insurers and brokers appear to be acting in concert to materially increase premiums,
without necessarily conducting the required due diligence on the specific property under
consideration. A general response given by the insurance industry was that they would “rather not
insure” the quantum of buildings that are caught up in this crisis, a crisis of which the leaseholder is
the only truly innocent party.
The increases in premiums are exorbitant and cannot be explained by the additional material facts
that have become available due to fire certificates. Insurers will have robust fire loss ratios going
back 20 years. While water damage has caused an impact of profits, insurers are addressing this by
doing step-change increases capped at 25%. The knee-jerk reaction for buildings with fire safety
issues seems to take no account of past loss ratio performance or implementing increases in a way
that is manageable for all parties. It is a market failure that the ABI continue to deny is occurring.
The following table shows the top 20 worst examples of which we have been made aware during our
most recent data-gathering exercise:

Development
Wicker Riverside
The Decks
Tequila Wharf
Jupiter 1
Victoria Wharf
King Edward's Wharf
SportCity (The Cube & Frame)
Islington Gates
Brindley House
Smithfield Estate: Market Square
Buildings
Smithfield Estate: Design House
Block of 33 flats in East London
Jupiter 2
Daisy works
Munkenbeck & Marshall Buildings
The Landmark Building
Hemisphere
Gresham Mill
Latitude

City
Prev Premium
Sheffield
£8,200
Runcorn
£34,000
London
£34,000
Birmingham
£40,000
Cardiff
£59,000
Birmingham
£50,000
Manchester
£22,850
Birmingham
£36,379
Birmingham
£46,000
Manchester
£15,000
Manchester
£6,500
Manchester
£14,500
London
£16,500
Birmingham
£65,000
Sheffield
£25,000
London
£130,000
Bexhill-on-Sea
£43,312
Birmingham
£82,817
Salford
£36,701
Birmingham
£70,000

Current/expected
Uninsurable
£525,000
£485,179
£450,000
£629,000
£450,000
£204,055
£320,522
£322,000
£102,500
£44,000
£98,000
£107,182
£400,000
£150,000
£670,000
£218,000
£400,000
£176,204
£332,000

Increase
1444%
1327%
1025%
966%
803%
793%
781%
600%
583%
577%
576%
550%
515%
500%
415%
403%
383%
380%
374%

Coverage
None
Full
100% coverage

Cost per unit prior Cost per unit
year
current year
£61.65
£129.00
£1,996.00
£248.18
£3,541.45
£363.64
£4,090.91

100% coverage
Full
100% coverage
50% coverage
Full
Full
Full

£205.00

£1,852.00

£250.89
£252.75
£258.62
£196.97
£219.70

£2,210.50
£1,769.23
£1,767.24
£1,333.33
£1,484.85

tbc
Full

£267.49
£182.48

£1,646.09
£1,094.89

tbc
Full
100% coverage

£240.75
£524.30
£370.37

£1,162.79
£2,517.20
£1,756.61

We also note that, at the March 11th meeting, we were told that insurers have been making a loss
over recent years and had been forced to pay out “too much” to turn a profit. This was then advised
as relating to pay outs relating to flooding rather than fire incidents; it appears to be a strange and
unfair decision to materially increase premiums, for buildings notionally deemed to be at risk of fire,
to recover losses relating to floods.
Freeholders who are able to place block policies appear to be able to achieve better rates than those
offered to individual buildings. For example, a recent First-Tier Tribunal decision demonstrated the
Royal Borough of Kensington and Chelsea was able to renew its leasehold buildings insurance for an
increase of around 97%, despite being the policyholder responsible for a £5 million claim for the
complete fire loss of Grenfell Tower.1 The same decision reports that the policy increase was
achieved despite years of underwriting losses for the insurers before the Grenfell fire.
As campaign groups, we have long called for a scheme similar to ‘Flood Re’; however, in May 2020,
the ABI informed the Housing, Communities and Local Government Select Committee, that a
Government-backed reinsurance scheme was complex and lengthy and gave the £20m cost of Flood
Re to build the necessary infrastructure. We are adamant that the costs related to building the
required infrastructure would be nowhere near this sum, as the model of the Flood Re scheme could
be replicated fairly easily.
We are aware of an increasing number of buildings that can only obtain First Loss cover, and even
this is at an astronomical expense. These include the Edge at Salford where, despite the broker
having access to over 700 insurers, the following communication was received:
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We are also finding issues of unexplained and unfair increases for buildings where fire safety issues
have been known for a long period.
Leaseholders at the City Gate development in Manchester have recently been advised that the 2020
premium of £104,189.64 has increased, at renewal date of 25th March 2021, to £363,591.87, an
increase of c.250%.
The Landlord’s agent, E&J Estates, which places the insurance through its preferred broker, has
advised that the increase is “primarily due to the cladding that is currently in place”.
However, the issues at this development were noted to the Landlord’s agent upon receipt of the
External Wall Reports in 2019, with the results of the external wall survey conducted by Thomasons
then being sent to the Landlord’s Agent and confirmed as received.
The survey reports, detailing the issues at the City Gate development, were provided well ahead of
the 25th of March 2020 renewal date and, when it came to renewal, the insurance premium increased
from £81,669.62 to the aforementioned £104,189.64, an increase of c.27%, which, all things being
equal, reflected the potential increased risk.
To explain the recent increase, E&J Estates noted “there is little competitive pressure, and less
expensive alternatives are generally not available”.
The CMA’s website notes that “when markets are working well, firms compete to win business by
achieving the lowest level of costs and prices…this encourages innovation and provides consumers
with increased choice. Competition is enhanced when consumers are empowered to shop around
through access to readily available and accurate information about products and services”.
The above response by E&J Estates explicitly evidences the lack of competition in this sector, and a
buildings insurance market that has failed. This is further exacerbated by the unhelpful FAQs
available on E&J’s website, which state additional examples of unfair practices and market failure
such as:
Q. Why has my insurance premium increased this year?
A. The residential buildings insurance market is currently very challenging…This is an industry wide
problem and not exclusive to your freeholder.
Q. Could alternative insurers offer a better price?
A. Generally not. In this environment, insurers are focussing on supporting existing insurers rather
than on new business. There is little alternative capacity or competitive pressure to moderate price
rises.
Are the above answers evidence of this market working well? We firmly believe not.
We also note that the recent survey of insurance at 143 private buildings, conducted by the
Association of Residential Managing Agents, has calculated an average increase of 374% in the
sampled buildings.
We understand the usual response that large portfolios allow Landlords to place insurance under a
blanket/block policy, and how this is accepted as par for the course and “reasonable” to spread risk
because that’s how things have always been done. However, to leaseholders, forced to pay
enormous and ever-increasing sums, this is wholly unfair and a clear failure of the insurance market

that a building which has more safety issues and / or has a higher risk of a fire incident can be
insured for much less than a building that is relatively safe, simply because the latter is not part of a
large property portfolio.
As per the Lord Porter of Spalding, at the Housing, Communities and Local Government Select
Committee on 1st March 2021, our own personal view is commensurate to his, in that:
“the insurance industry is profiteering the same as the money lenders are from the whole thing. The
insured risk, while it was unknown, was being covered by everybody collectively. We were all paying
some premium towards building insurance for high-rise buildings for fire safety. Now the risk is
known, the insurance industry is loading the premiums of the people who live in the buildings where
the risk has been identified, but they are not reducing the premiums for everybody else who was
previously sharing the burden of that. There is no other way out of it.”
The material increases we face must also be set against the Government’s repeated statements that
there have been fewer fires in residential buildings over recent years – to put it simply, if the
incidents of fires are decreasing, then this should be reflected to a great extent in the premiums
being demanded. The insurers advised that they were sympathetic to the problem we face, but
these were clearly only warm words as each insurer representative went on to say that they did not
recognise the figures that had been provided – we understand this may be “market speak” and an
attempt to obfuscate any investigation, but we deem it to be a pretence given those organisations
then noted the percentage of buildings that were being affected.
The increases must also be seen in the context of the government’s own data, which shows that the
number of fires overall continues to fall and that the number of fires resulting in property damage
has been static for the last five years. Façade fires, which is the risk supposedly driving the increases
in insurance premiums, are an occurrence so rare that the government statistics do not collect data
for this category.2
2. Cartel-like behaviour and conflicts of interest leading to products that are not fit for purpose
The issue, as we see it, is two-fold: leaseholders are forced into insurance arrangements by often
absent or offshore freeholders, who appear to have close and conflicting relationships with the
broking and insurance industry – these conflicting relationships lead to the leaseholder, the endconsumer, being unable to exert any influence on the process, or even obtain basic information
without facing a challenge to do so.
Each representative from the five major insurers who joined the March 11th Meeting (Nick Major of
Aviva, David Williams of AXA, Paul Dilley of RSA, Neil Clutterbuck of Allianz and Hayley Robinson of
Zurich) repeated their view that they “did not recognise” the soaring insurance premiums many of
the leaseholders we represent have reported. This is despite the aforementioned analysis by ARMA
calculating the 334% average increase.
James Dalton, Director of General Policy at the ABI, requested us to provide more data for the
insurers to review the position. This is despite the insurers appearing to all confirm that they knew
the percentage of buildings that they “did not want to insure”. The Insurers will have the data and
can quite easily anonymise it – there are clear reasons for this to be actioned by the Insurers but,
despite warm words of sympathy, the ABI has decided to place the onus on the leaseholder to
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obtain this information. We firmly believe this is cartel-like behaviour in the face of this problem that
we previously raised with the Government and the Insurance industry in August 2020.
We also note that the insurance cover, which we are forced to pay for, does not seem to be fit for
purpose and does not reflect the cover we would take if we were in a position to make the reinsurance decision.
As one example, many of our policies do not include latent defects insurance, something which we
are of the firm belief should be standard. This has left hundreds of thousands of innocent
leaseholders unable to actually make any sort of claim given the lack of this clearly required and
desired clause. Given the close, and conflicting, relationship between Freeholders and
Insurers/Brokers, we also believe the insurance policies we are handed deliberately omit such
specific items, where claims would be likely.
Added to this, the excess for claims to be made is often set at an inappropriately high level, and any
claims made usually cause our insurance premium to soar upon the next renewal date, meaning it is
usually cheaper for leaseholders to simply pay for issues that would ordinarily be claimed for if an
individual, say, owned their home and obtained any insurance policy themselves. We are also aware
that policies can pay out “contingent commissions” to the client, aka the Freeholder, if certain
agreed criteria, such as a low number of claims, have been met.
Finally, there is a knock-on effect of excessive commissions linked to these increased premiums
which could be paid to the freeholder, managing agent, appointed intermediary plus placing
intermediaries MGA's (Managing General Agents) who are themselves intermediaries accessing the
insurance capital via a non-direct route. It is questionable as to whether these commissions add
sufficient value in the securing of insurance, but we fear it has led to profiteering from a complex
and non-transparent framework.
One example of these opaque practices is through the use of offshore captive insurers, which adds
another unnecessary layer of complexity to the obscene profiteering on buildings insurance
premiums and the secretive addition of unearned commissions – this is yet another way the actual
underlying cost of buildings insurance is hidden from the leaseholders that actually pay these
charges, with little right of recourse. This usage of such captive insurers has now been reported
directly to the FCA and we urge you to please look into this egregious practice that is so blatantly to
the detriment of the leaseholder.
We end up stuck with a product that is not fit for the purpose we would deem it is for, and which we
have difficulty actually taking advantage of, in those instances where we may be able to do so. This is
not a market that is working well or fairly.
3. Leaseholders, who pay for the insurance, are unable to exert any influence on the process, and
the avenues of redress are onerous
During our 11th March meeting, the “advice” provided to us was to ensure we work on insurance
throughout the year and well ahead of renewal – this is a very inappropriate suggestion, and an
avenue that is not available to the majority of leaseholders, given the position we are in. As you are
already likely aware, given the ongoing Leasehold investigation, most of us are simply forced to pay
buildings insurance with no right to place it, and often limited rights to obtain basic information on
the charges made.

The leaseholder has to pay these costs but, where there is a Freeholder (i.e., the majority of cases),
we have no real consumer rights or even the ability to shop around
As per the 2014 Competition and Markets Authority Market Study into residential property
management services, the only redress we had, and still have, is to attempt to challenge
astronomical insurance costs at the First-Tier Tribunal; this, in itself, is a labyrinthine process, and is
usually dependent on the basis of a legal definition “reasonableness”, which is far from the
definition of reasonableness that the man on the Clapham omnibus would have.
The range of issues detailed in the 2014 Market Study still persist: there is little transparency relating
to the commission received by the freeholder, Insurers are still paying commissions or fees which
appear to distort incentives in relation to the purchase of buildings insurance, and there are still
inadequate disclosure provisions with an inability of leaseholders to properly benchmark the charges
raised. As the report observed, this is an important issue and, given the prevailing landscape, this is
even more the case. Unfortunately, neither the FCA nor the Government appears to have considered
appropriate coverage of regulation, meaning the unfair position leaseholders are in has not changed
with Freeholders, Insurers and Brokers continuing to rely on the “unusual structure within the
leasehold system”.
We understand that disclosure of commissions is required under the RICS “Service Charge and
Residential Management Code”, but this is not sufficient for the leaseholder, as disclosure is to the
client, which is the freeholder issuing the instruction, rather than the leaseholder, who is stuck at the
bottom of the food chain and on the hook for the insurance costs through the service charge
arrangement, whatever those costs may end up being.
Commissions may be “standard practice” in the insurance market, and if they reflect the work being
done then that is a separate argument; it is apparent that the commissions paid to freeholders are
accepted as the means by which to secure the business, rather than a proper or fair arrangement
conducted transparently.
We note the Financial Conduct Authority sets out the six consumer outcomes that firms should
strive to achieve to ensure fair treatment of customers and that these remain core to what is
expected of firms. We understand our specific situation is not under regulation by the FCA, despite
the recommendations in the 2014 report, but we raise this here as a further example of how unfair
the insurance market is in respect of treating the leasehold consumer fairly:
•
•
•
•
•

•

Outcome 1: Consumers can be confident they are dealing with firms where the fair
treatment of customers is central to the corporate culture.
Outcome 2: Products and services marketed and sold in the retail market are designed to
meet the needs of identified consumer groups and are targeted accordingly.
Outcome 3: Consumers are provided with clear information and are kept appropriately
informed before, during and after the point of sale.
Outcome 4: Where consumers receive advice, the advice is suitable and takes account of
their circumstances.
Outcome 5: Consumers are provided with products that perform as firms have led them to
expect, and the associated service is of an acceptable standard and as they have been led to
expect.
Outcome 6: Consumers do not face unreasonable post-sale barriers imposed by firms to
change product, switch provider, submit a claim or make a complaint.

Using the above as an indication of “what good looks like”, we struggle to understand which, if any,
of the above outcomes are met when it comes to the subject of buildings insurance.

4. Government benefit leading to a delay in action
We are deeply concerned that the Government is deliberately delaying acting due to the inherent
benefit of the 12% Insurance Premium Tax to the Treasury.
It is increasingly apparent that the 12% Insurance Premium Tax collected by HM Treasury is a clear
barrier in the Government taking prompt action to remedy these issues. We have provided
numerous examples of unfair hikes in buildings insurance to MHCLG since August 2020 – at our
meeting with Lord Greenhalgh in January 2021, we were told that these examples had not been
passed to him and that we would have to provide them again. We are also aware that ARMA and UK
Finance have provided insurance data, but this has not led to any change in the status quo.
There are even now examples, such as the Decks noted above, where the Insurance Premium Tax
paid is greater than prior insurance premiums in total. Despite our numerous requests for Treasury
officials to join our regular meetings with Lord Greenhalgh and MHCLG, this has not yet taken place.
It is only now due to take place on 19th April now the Lord Bishop of Manchester has directly asked
Lord Greenhalgh to arrange it.
We also note the response by Lord Greenhalgh, Minister of Building Safety, when questioned on this
subject by the Housing, Communities and Local Government Select Committee, in May 2020. Lord
Greenhalgh informed the Committee that he was “struck by the need to look into the issues around
insurance” and that he had met with the ABI as well as BIBA and the International Underwriting
Association, to investigate some of the approaches that the Government may be able to take to
address the insurance problem. Nearly a year since that evidence session, we are no closer to any
sort of actual solution, and we have only faced obfuscation and prevarication during our several
attempts to raise this with Ministers and the civil servants, who simply keep asking us to provide
ever more data, rather than taking the bull by the horns to expedite a proper solution.
As the Select Committee recommended, the Government must ensure that residents have access to
reasonably-priced buildings insurance – that is what matters; how it is done is a different question.
Concerns around the mooted Fire Safety Reinsurance scheme were noted by the Committee;
however, the expectation was of a “simple solution”, such as the one given of the Government
acting as the insurer of last resort for buildings unable to obtain insurance, with the Government
advised to underwrite a percentage of the insurance on any affected high-risk buildings where
premiums have increased by more than 50% in the last two years. It is high time that such a solution
was created.
It is also especially dispiriting that leaseholders were given a crumb of potential comfort in July 2020,
when Mr Michael Wade was appointed to work with the Government on building safety. Our initial
brief hope that Mr Wade (given his career within the London Market insurance industry for many
decades and being the Crown Representative for Insurance at the Cabinet Office advising the
Government on insurance and reinsurance risks) might help resolve the invidious position
leaseholders were in, was cruelly dashed once we were informed that Mr Wade would, instead,
work on ways to force costs relating to building remediation onto leaseholders.
To innocent leaseholders, the Government had the prime opportunity to ensure Mr Wade’s
experience with Flood Re was utilised to help victims of the building safety crisis; however, the
Government chose, instead, to deliberately ignore the insurance market failure it was already well
aware of at that point.

As noted in our recent email following the Insurance roundtable, we also note a specific question on
Insurance Premium Tax was tabled on 30th December 2020 by Stephen McPartland, with the 11th of
February 2021 response by John Glen, Economic Secretary to the Treasury, advising that any loss to
tax revenue would have to be balanced by a reduction in public spending, increased borrowing or
increased taxation elsewhere.
The only logical conclusion of the above answer is that HM Treasury has included an assessment of
the gigantic leap in Insurance Premium Tax it is receiving from victims of the building safety crisis,
and officials are deliberately choosing to not act on these costs, despite leaseholders now being
forced into penury. We remain uncertain that this is a reasonable position to take, and whether it is
fair or appropriate that HM Treasury ignores requests for help, whilst knowing full well that it is
profiting materially from our pain.
5. CMA Action is required
We understand the ongoing CMA Leasehold Investigation is focused primarily on mis-selling and
unfairness of leasehold contract terms, with a focus on ground rent, permission and “other charges”.
We request that you please comment upon whether “other charges” is to include buildings
insurance; should it not, we reserve our rights to request the CMA to open an investigation into flats
buildings insurance given the clear unfairness of this market, both in relation to the current
circumstances and more generally.
We are also aware that Section 164 in Chapter 5 of the Commonhold and Leasehold Reform Act
2002 explicitly provides areas of redress for long leaseholders in houses, where there is an Approved
Insurer procedure, i.e., where the lease allows the Landlord to place the insurance. We are puzzled
as to why this redress remains closed to a leaseholder in a flat, as this appears to be an incongruous
and unfair outcome that means a flat leaseholder does not have equality of rights with a house
leaseholder.
As detailed above, the First-Tier Tribunal is not sufficient recourse for the flat leaseholder. It seems
desperately unfair that the only means by which to challenge the unfairness of an insurance charge
is to instruct a solicitor to review the archaic and arcane covenants within a lease, usually drawn up
by a developer or freeholder, who has their own interests that are wholly separate to the individual
leaseholder. We understand that the flat leaseholder is given a ceiling of costs of £630 to make the
application, but this seems a perverse and unreasonable process by which to challenge costs,
particularly given the aforementioned low likelihood of success given the First-Tier Tribunal will
adjudicate cases on the terms of the specific leases held with all the issues that entails.

Summary
We close by reiterating that, seven years on from the 2014 Market Study, nothing in respect of
buildings insurance, has particularly improved, and the soaring insurance premiums we have faced
over the last two years have only served to highlight this even more.
We repeat that we understand that the CMA previously encouraged the FCA and the Government to
consider regulation in this area, but the Government has deliberately chosen to take no action. As
the regulator of competition and markets, we must turn to you again to plead for your help in this
clear injustice.
We, and the many leaseholders we represent nationally, would be grateful if you could please advise
what options are available to ensure this egregious matter is now dealt with appropriately. We
would be happy to raise this formally with the CMA through a separate investigation, should that be
the preference. We would also welcome the opportunity to raise the clear unfairness and anticompetitive behaviour of the National House Building Council, as there is also clear evidence of
deceptive practices in this related sector. Unfortunately, the previous investigation by the CMA has
not tackled the unfair behaviour in the buildings warranty space, and we wish to ensure this is
properly addressed to the benefit of the consumer, i.e., the innocent and ordinary leaseholder who
is now trapped in a flat unable to escape through absolutely no fault of their own.
We would be grateful if you could please ensure this communication is not shared outside the CMA
just yet, as we wish this to remain private and confidential in the interests of customer fairness and
transparency. We have also copied in the Financial Conduct Authority and the Prudential Regulation
Authority in our hope that we will finally be able to see a proper and fair resolution to just one
aspect of this ongoing nightmare that is blighting our lives.
We would also be happy to arrange a zoom call with you to discuss the above, should it be deemed
of benefit and appropriate.
We look forward to hearing from you.

