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INSURANCE ACT 2015

EXPLANATORY NOTES

BACKGROUND

Insurance contract law

5. The main provisions of the Act give effect, with some modifications, to the
recommendations set out in a joint Report published in July 2014 by the Law
Commission and the Scottish Law Commission (“the Commissions”): Insurance
Contract Law: Business Disclosure; Warranties; Insurers’ Remedies for Fraudulent
Claims; and Late Payment (Law Com No 353; Scot Law Com No 238).

6. British insurance law developed during the 18th and 19th centuries, and was partly
codified by the Marine Insurance Act 1906 (“the 1906 Act”). The rules were designed to
protect a fledgling insurance industry against exploitation by the insured. They therefore
provide insurers with several mechanisms to refuse claims, even where this does not
reflect the commercial merits of the case. Although strictly the 1906 Act applies only
to marine insurance, most of its principles have been applied to non-marine insurance
on the basis that the 1906 Act embodies the common law. The 1906 Act is written in
clear, forthright terms which can constrain the courts’ ability to develop the law.

7. Its provisions are now significantly out of line with best practice in the modern
insurance market. The law has also failed to keep pace with developments in other areas
of commercial contract and consumer law, and with insurance law in other jurisdictions.

8. The Commissions focused first on the consumer’s duty to disclose information to
the insurer. Their recommendations formed the basis for the Consumer Insurance
(Disclosure and Representations) Act 2012 (“CIDRA”). CIDRA replaced the
consumer’s duty to volunteer information with a duty to answer the insurer’s questions
honestly and reasonably.

9. The Commissions published further consultation papers in 2011 and 2012, covering
the matters in the current Act. The Act reforms insurance contract law in the following
areas:

a) disclosure and misrepresentation in business and other non-consumer insurance
contracts;

b) insurance warranties and other terms; and

c) insurers’ remedies for fraudulent claims.

10. The purpose of the Act is to update the statutory framework in these areas, in line with
best practice in the modern UK insurance market.
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