
 
 

  
 

 
 

 

 

 

 

 

 

 

If you are thinking of letting your Professional Indemnity cover lapse from your renewal 

date or even cancelling mid-term, be aware that you may be creating a huge trap for 

yourself. 

This is because professional indemnity is what we call a "Claims Made" cover. It works on 

the basis that a current policy responds to any claim first made to the insurer during the 

current period, regardless of when the wrongful act that gave rise to the claim took place.  

So, if you performed work two or three years ago, and then your client decides –two or three years later– 

to make a claim against you for an act, error or omission, arising out of the past work performed, it is the 

policy currently in force at the time, that will respond against the potential claim. Once cover is no longer in 

force or current, you will continue to have a “run-off” exposure. This should remain to ensure you are 

protected with some form of ongoing Professional Indemnity Insurance. You must either keep the policy 

current or take out specific run-off cover.  

It is different to most Public Liability policies as these are what we call “loss occurring” (or Occurrence) 

covers, where the events leading to an injury or property damage must occur within the policy period, and 

once this policy lapses or is cancelled, no new activities or events causing a claim would be covered outside 

that policy, but the ones occurring in that policy year would be.  

With a professional indemnity policy being “claims-made”, claims may arise from those activities in that 

previous policy period, but it is when a claim is first-made that triggers the policy to respond, not when the 

event leading to the loss actually occurred.  A “claims-made” policy covers you retrospectively for all past 

work performed after the retroactive date set in the policy, but it needs to be current should a claim for that 

past work arise and a claim needs to be reported. 

Therefore, when closing a business, you are still exposed to claims arising from past work performed, that 

may lead to a claim today. The same is true if you let cover lapse from expiry or cancel mid-term. 

Consider this before you cancel 
your Professional Indemnity 

insurance 



 
 

Depending on the insurer, “run-off” cover can be purchased in multiple years or renewed with a gradually 

decreasing premium (until the minimum premium is reached), over a number of years. We recommend at 

least, the statute of limitations period, whatever that may be for your specific occupation.  

 

 

 

 

 

 

Disclaimer 

The advice in this paper is general in nature. While the utmost care has been taken in the preparation of this 

preliminary advice or opinion, you use it at your own risk. LMI Group specifically disclaims any liability, whether based 

in contract, tort, negligence or otherwise, for any direct, indirect, incidental, punitive, consequential or other damage 

arising out of or in any way connected with the use of or reliance on the content of the preliminary advice or opinion. 

If you have difficulty reading and/or understanding the cover provided in the policy(ies) that you have, please do not 

hesitate to contact your insurance adviser. 
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