10 Reasons why your HVAC client needs Incidental Pl / E&O

1. Design and Specification Errors
HVAC contractors often design or size systems for a building. If an error leads to poor performance, overheating,
or inefficiency, clients can allege negligence in professional advice or specification.

2. Incorrect System Selection
Recommending a system that’s unsuitable for the building’s layout, occupancy, or climate conditions can resultin
costly replacements or energy inefficiencies. Pl insurance covers defence and rectification costs.

3. Regulatory and Compliance Breaches
Advice or documentation that doesn’t meet NCC/BCA Section J or AS1668, AS4254, or AS/INZS 3666 standards
can expose the contractor to claims from builders, engineers, or owners.

4. Consulting or Certification Activities
Many HVAC firms issue commissioning reports, performance certificates, or compliance statements. These are
professional services — and any inaccuracy can lead to financial loss claims outside a liability policy’s scope.

5. Project Delays Caused by Advice or Drawings
If HVAC documentation errors delay approvals, fabrication, or installation, the head contractor or principal make
a delay claim due to professional error — which only Pl insurance would respond to.

6. Energy Efficiency and Sustainability Claims
Misstated performance data or advice around energy efficiency ratings (e.g., NABERS, Green Star, or Part J
compliance) can trigger claims for misrepresentation or breach of professional duty.

7. Integration with Building Automation Systems
Incorrect advice or system interface design can disrupt BMS operation, leading to client losses from downtime or
comfort complaints — exposures typically excluded under general liability cover.

8. Third-Party Reliance on Advice

Builders, architects, or engineers often rely on the contractor's design drawings or load calculations. If their
reliance results in financial loss, the HVAC contractor can be drawn into a professional negligence claim. Without
cover, they don't even have defence costs.

9. Product and Design Combination Exposure
When the contractor both supplies and designs systems, disputes often arise over whether loss stems from
defective products (covered under liability) or design/technical advice (covered only under PI).

10. Contractual Requirements
Many commercial and government tenders require evidence of Pl insurance (typically $1m-$5m limit). Not
carrying it can exclude a contractor from projects or breach subcontract terms.

Remember that even if 100% of design services are contracted out to external, mechanical engineers, most of
the above examples involve the direct actions of your client. Even if your client has no involvement whatsoever,
and the claim can eventually be passed to the external engineers, your client will still have to self-insure their
own defence costs upfront.



