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CIA PRACTICE ADVISORY 
JBCC: POTENTIAL REPUDIATION OF PRINCIPAL AGENTS’ PROFESSIONAL INDEMNITY 
INSURANCES 

 
The Institute has become aware of a problem within the JBCC Agreements which may have the effect of 
unduly exposing a Principal Agent (“PA”) to liability and repudiation of professional indemnity insurance 
cover. 
 
The problem arises when PAs are required to make determinations on claims by Contractors against the 
PA’s own direct interests, e.g.: for revisions to the date for Practical Completion under the JBCC suite of 
agreements. It happens not infrequently that such a claim can arise from allegations against the PA 
himself – for example, a failure on the part of the PA/Architect to timeously issue construction 
information or a Contract Instruction (e.g.: JBCC Principal Building Agreement, edition 5.0, clause 
29.2.4*). Under such circumstances, a successful claim of this nature would also automatically result in 
an adjustment to the Contract Value (cl.29.2*), which gives rise to an additional cost to be borne by the 
Employer. 
 
Now, in the eventuality that an architect recognises that the Works have indeed been delayed by virtue 
of his own default and accordingly grants both the revision to the date for Practical Completion and the 
adjustment to the Contract Sum, he may be vulnerable to a professional liability claim against him by the 
client. The question that then arises is whether such a PA/Architect would still enjoy PI-insurance cover 
since it is a material condition of almost all insurance policies that the insured admits no blame in respect 
of the issue for which he is allegedly liable. 
 
The above question has been put to two insurers by your Institute and it has been definitely confirmed 
that a PA’s consideration of the Contractor’s claim would place him in clear breach of the terms of the 
insurance policy and an insurer would probably repudiate any corresponding claim made against it. This 
leaves architects extremely exposed to serious liability claims directly against their practices. 
 
The Institute has raised this issue with SAIA’s representatives on the JBCC and requested that an 
addendum be prepared to resolve the difficulty. However, this is likely to take some time. In the 
meantime, it is recommended that the following actions be taken with immediate effect: 
 

 Architects acting as PAs should politely decline to consider any claims made by Contractors where 
their own direct interests are involved or likely to be compromised (irrespective of the validity or 
reasonableness of the claim), and refer the Contractor to clause 40.1** of the PBA; 

 The Contractor should then give notice to the Employer to resolve the ‘disagreement’ and thereafter, 
in terms of clause 40.2.1**, refer the ‘dispute’ to an adjudicator for independent determination. 

 
 
*   clauses 23.2 3 and 23.2 respectively in edition 6.1 
** clauses 30.1 and 30.3-4 respectively in edition 6.1 
 

Any enquiries on the above matter may be directed to: 
Michael Bester, 021-685 2913 

 


