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What is Trustee Indemnity Insurance?
The Trustees of a charity take unlimited personal liability for their actions in
managing the charity’s affairs.

Trustee Indemnity Insurance protects trustees from losing their personal assets as
a result of their errors made whilst acting as trustees. The indemnity is provided for
wrongful (but not reckless) acts committed by a trustee.

Trustee Indemnity Insurance does not cover any claims which may arise from
erroneous or insufficient advice supplied by a member of the trustees in a
professional capacity, this requires Professional Indemnity Insurance.

How does this differ from Public Liability Insurance?

Public Liability Insurance covers legal liability for negligent actions leading to bodily
injury, damage or loss. For example, a tripping hazard on your premises causing
someone to fall.

Can Trustee Indemnity Insurance be provided by the
Methodist Insurance Church Shield policy?

Yes - the policy can be extended to provide cover up to £250,000.

How do we decide what level of cover is adequate?

The increasing cost of defending a claim and the possibility of multiple claims in a
policy period means that often the claims are in excess of £50,000. We would
therefore recommend a limit of at least £100,000.

Ultimately the limit of indemnity will need to be decided upon by the trustees and

consideration should be given to the following:

a) The risks within the scope of Trustee Indemnity Insurance to which the trustees
are exposed, taking into account the nature of any liabilities which may arise,
the likelihood that they will do so and the maximum amount which any claim
may reach;

b) Whether the cost of any additional Trustee Indemnity Insurance is reasonable in
relation to the amount of available income.

Is there an additional premium for increased cover?

Yes, the charges are modest and are detailed in the attached proposal form.
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Have you any examples of claims?

Claim for Trespass

The neighbouring landowner to a church claimed that recent constructions carried
out by the trustees infringed on their property. The church claimed that documents
from the 19th century showed that the previous owner passed the land over to
them, whereas the claimant argued successfully that the land never legally
belonged to the previous owner. The trustees were held to be responsible for
damages and for restoring the land to its former condition.

Claim for alleged Breach of Authority

A trustee of a charity invested over £40,000 of the charity’s funds in a newly
established South American finance company. Subsequently the finance company
folded, and the charity’s funds were lost. As the trustee had made the decision
without consulting the other trustees and following the correct procedure for
investment, the remaining trustees sued the offending trustee. The total paid in
respect of this claim was £52,000, which included legal expenses of £8,000.

Claim for legal fees to defend a Charity Commission Investigation

An investigation by the Charity Commission led to allegations of a charity using their
charitable status for avoidance of tax on their trading subsidiary. The charity was
required to re-structure their operation at their own cost, but the legal fees and
other costs in their investigations including defending these allegations resulted in
a claim of over £1,200.

Claim for alleged Denial of Access

Church trustees sold a piece of land to a builder for development, however upon
completion of the sale it transpired that the builder had no direct access to the site
so the plot would be worthless as a site for potential dwelling houses.
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