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HRHIP - suggested Group homeowners insurance program
to be sought by Development Foundations in the OECS

1. Insurers.

In principle, every insurer registered in the particular territory to transact 

Property business should be considered to be approached for a quotation, but the individual Foundations will be aware of the reputation and record of insurers locally.   In this respect, the following points should be taken into account:

a. Financial standing – availability of Accounts and opinion of them sought from Foundation’s auditors.

b. Qualifications and expertise of local staff.

c. Extent of reinsurance for the Property account, the level of retention and some indication of the pre-arranged steps that would be implemented in event of a catastrophe, e.g. a hurricane.   

This is particularly important if the insurer is a locally established company, but equally applies to all insurers (most of the reputable insurers in the region have services agreed beforehand with their reinsurers to be provided by international Loss Adjusters to send teams of experts to assess damage, agree on action to be taken, and make recommendations of settlements.     Such insurers also customarily arrange for funds to be transferred in bulk to facilitate prompt settlement).

Insurers individually, or who are members of a group, who are known to have made delayed or only partial settlements in previous catastrophes, should be avoided.

d. Whilst each Foundation should exercise its own judgement, it may be pertinent to enquire with which insurer other Foundations have insured, since it is not unlikely that there will be better understanding of HRHIP aims and clientele throughout the region when one or two insurers only   are involved.

2. Type of Policy, or Cover.

a. A Group policy is preferable (as opposed to a separate document for each client, although some insurers may prefer that each homeowner has a policy with the complete wording), to simplify the documentation and file size.   The benefit of a group arrangement is that standard terms etc., apply, and usually insurers are prepared to offer more favourable rates and/or conditions.

When only the “master” policy only is issued, which would be kept by the 

Foundation, it should be arranged that each homeowner receives from the insurer via the Foundation, a “Certificate of Insurance”, which should contain in summary the perils, deductibles, basis of insurance and claim procedure  -  such should be provided by the insurer as a matter of routine, and the text of the document vetted and approved by the Foundation.

b.
Perils covered - request should be made for a Household Comprehensive policy, which is understood by all insurers in the region to mean cover for at least the following perils (risks against which the property is insured):

1.
Fire, Lightning, Explosion (perhaps also subterranean fire, & thunderbolt)

2.
Hurricane, Cyclone, Tornado or Windstorm (including Flood or Overflow of the sea caused thereby)

3.
Earthquake or Volcanic Eruption (including Flood or Overflow of the sea caused thereby)

4.
Storm, Tempest, Flood (caused other than by perils 2 & 3 

above)

                               5.       Riot, Strike (perhaps also Civil Commotion and Malicious                      




Damage)

6. Aircraft Damage, Impact of Third Party Vehicle or Animal, 

Burst Water Pipes or Apparatus.                     

7.      Theft.

N.B.  “Average”
All such policies contain an Average clause, under which if the Sum Insured is less, at the time of the claim event, than the full value of the Building, Fixtures & Fittings on the basis on which they are insured (rebuilding cost or indemnity – see below), then the insured must bear the same proportion of the repair as was the extent of the under-insurance.

Regulators are however pushing for a Caribbean-wide application of an “85% Average Clause”, whereby Average will be waived except when the under-insurance exceeds 15%.   This 85% Average clause should be requested.

Such policies also include liability to the public arising from damage to the Building, up to a certain limit for any one occurrence.   

Usually there is also the ability to include cover for Architects and Surveyor’s Fees which would be incurred in connection with the rebuilding, and Removal of Debris costs.   There may be a reluctance to give this cover for wooden buildings, and it may only be relevant for the ‘larger’ wall structures, if any are within the HRHIP program...

Equally, the insurer may offer to cover the Contents of the Buildings, and if the Foundation wishes to assist by allowing this, it is preferable that it be handled separately between insured and insurer.

3.   Property value to be insured.

Cover should be sought on the basis of the rebuilding cost of the Building, Fixtures and Fittings – i.e. what it would cost to rebuild the entire structure, including the foundations, and all Fixtures and Fittings which would form part of the building, were it to be sold.   This figure would of course include the cost of rebuilding including the HRHIP hurricane protection fittings.

If cover is not on a rebuilding cost basis, but on what is known as “indemnity” insurance, the cost of repair would be covered, less a deduction for depreciation of the building from when it was new – i.e. a deduction for wear & tear.   Such settlements usually give rise to dissatisfaction and are frequently the cause for dispute.

It is preferable to insure on the rebuilding cost, therefore; it is important to remember that the Sum Insured should be reviewed at each renewal, as otherwise there is the likelihood that the client will become under-insured.

In such an event, the client will have to bear the same part of the repair cost as the extent to which the Sum Insured is less than the rebuilding cost at the time of the claim occurring.  

Annual review of the Sum Insured is absolutely essential as well, to ensure that the Sum Insured is sufficient to allow for the normal inflationary rise in material costs during the 12 months of each insurance period – and to recommend to the client that an amount over this be covered, since in event of a catastrophe, all building materials will be more expensive, and rebuilding costs will be higher.   Few insured are prepared to do this, however.

4. Deductibles (or Excesses)

The insurer should be asked to specify in detail the deductibles (or excesses) that will apply.  These are usually standard in each country, since for several years, the reinsurance market to which all insurers must turn for support has imposed a range of minimum deductibles, being the amount the insured has to bear of each loss. Local insurers need the assistance of the reinsurance market to enable them to provide cover up to the overall aggregate of the Sums Insured under all the policies they issue.

It may arise that such deductibles will vary from country to country, or e.g., between the Northern and Southern Eastern Caribbean.

Guidance should be given to each client on the operation of this condition.

5. Insurance procedures.

The insurer will require completion of a Proposal Form, which should be filled in by the client, if necessary with assistance from the Foundation staff – it is vital that full and correct answers are given to all questions in the form.

A procedure should be agreed with the insurer as to whether they have to inspect each property (or only some), whether the insurer is to receive a copy of the HRHIP program Certificate of Completion (and any other documentation issued under the program), etc., and at what stage cover can be attached – and the arrangements for payment of the premium (preferably monthly for all clients covered in the month).

It is also important that a written procedure be agreed specifying the steps to be taken in event of a claim — each client must then be provided with details of what he/she has to do.

6. Insurers and Brokers.

Whilst the notes above are with reference to the issue of a group policy by an insurer, the considerations apply equally to the placing of the HRHIP business with a broker.

A broker’s principal is the client – in the case of the HRHIP it would be the Foundation coupled with the Foundation’s clients – and the broker should act always in the interests of his principal – not the insurer.

If in any OECS country there is a broker of high repute, who has qualified and experienced staff, then consideration should be given to appointing the broker as the chosen intermediary, and it would then be the responsibility of the broker to obtain the best terms for the client (or to submit alternative quotations) and place them before the Foundation for consideration.

It is not good practice to ask more than one broker for quotations, as insurers if approached by more than one broker would merely offer the same terms; equally the market would expect only to be approached by a broker who has been authorised by the principal.

It is proper practice for a principal not to approach the insurance market himself, if a broker has been asked to obtain quotations.

