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BRIEF OPENING SESSION:





Good morning everyone my name is Rosemary Georges, coordinator for the Post-Georges Disaster Mitigation Project:.   First of all I’d like to thank you for taking time from your busy schedules to join us today to participate in this workshop.   Over the past seven months, the  Post-Georges Disaster Mitigation Project, which is funded by the USAID and executed by the OAS held various workshops and activities, in St. Kitts and Nevis and Antigua and Barbuda, some of which have focused on promoting hazard-resistant building practices, with a view to reduce natural hazard vulnerability in both countries.  This round table discussion for the banking and insurance sectors share this focus.  I recognize today the presence of  Cicely Norris, Director of the OAS office in Antigua and Barbuda, and Mr. Arthur Evans, from Charlotte North Carolina, who will facilitate today’s discussion.  I now ask Ms. Cicely Norris from the OAS to deliver welcome remarks.  Thank You!





CECILY NORRIS:  Thank You Mrs. Georges.  I am indeed honored to welcome on behalf of the OAS, such a distinguished group to this the first of two scheduled roundtables on hazard mitigation for the banking and insurance sectors. I offer special welcome to our consultant and facilitator for the workshop, Mr. Author Evans, who comes to us with a wealth of experience in this area.  I wish to extend greetings from the secretary general and staff of the OAS, in particular from the unit for sustainable development and the environment.  Which has Responsibility for the Post-Georges Disaster Mitigation Project, and sponsorship of this activity.  The USAID/OAS executed Post-Georges Disaster Mitigation Project is a benchmark in the OAS approach to disaster management, which goes beyond mere post disaster relief assistance to long term strategies for hazard mitigation and vulnerability reduction. And which encompasses the protection of people property and the economy.   As primary Stake holders in these areas operating within a disaster prone environment, hazard mitigation and vulnerability reduction must be of necessity a priority for you in the banking and insurance sectors as a means of safe guarding your interests and in the process saving lives. Moreover in these sectors, which are normally, competitive disaster mitigation offers you a unique opportunity for collaboration.  Your collective efforts will be critical in achieving the desired results.   Your discussions today should focus on short and long term initiatives for mitigation and your respective roles in establishing standards, creating incentives, and formulating mechanisms for educating home owners developers and the general public about safe and hazard resistant building practices.  Apart form being another demonstration of the OAS’ commitment to disaster mitigation this round table is significant for this organization in that it reflects its recent thrusts for the involvement of civil society in the development process and in the activities of the OAS.  Both the OAS general assembly and the summit of the Americas have recognized the important contribution that can be made by non-government sectors and are encouraging the active participation in many areas of development which were traditionally reserved for government.  In 1999, the OAS created a special committee for this purpose.  This positive response that we are seeing here today is therefore very heartening and I want to thank you all for taking time out from schedules that I know must be very busy to come to attend this round table discussion.  I trust that the experience you have here today will be worth it.  Thank you.  





Thank you, Ms. Norris.  Before we move on to the proceedings of today, I would just like to take a couple more minutes to inform you that this would not be possible today had it not been for the efforts of Mr. Pershing Waldron and staff of the ACB Mortgage and Trust Co., who have cooperated with us in coordinating and disseminating information, Ms. Marjorie Parchment of Bryson’s Insurance.  A special mention and thanks to Anjo Insurance for providing the pencils and the booklet in your folders.   This evening, Mr. Clare Roberts, Chairman of the ACB Mortgage and Trust Co. Ltd. And Mrs. Alice Roberts will host a Cocktail reception at the new offices of the ACB, on High & Church Streets, St. John’s, at 6:30.   Invitations went out to each of your organizations, however, in the event that has you have not received an invitation, please consider yourself invited.  One more thing, in order that we may record this discussion accurately, I ask that you identify yourself and institution/organization before you speak into the mic., Thanks! Without further ado... I  call to the microphone: Mr. Author Evans, your facilitator for today : Mr. Evans!





Thank you, Rosemary.  Thank you Cicely.  Good morning, thank you!


Could we kick off by going around the tables quickly.  Please give your name and the business you are associated with and whether you are from here or from St. Kitts/Nevis.   


Ira Archibald- Ira Archibald insurance -Antigua


Cordel Josiah - National Mortgage and Trust Co. -Antigua


Horatio Dias- Kenneth A Gomez and Sons-  Antigua


Author Martin- Bank of Antigua


Lawrence Blackman- CIBC


John Hall -Anjo Insurances


Carolyn Aziz- Anjo Insurances


Darren Frontin- Barclays Bank


Dencin Bowers- Antigua and Barbuda Development Bank


Leslie Ellis - ABI Insurance


Leesa Daniels -Brysons Insurance - Antigua


Eileen Murraine - Royal Bank of Canada - Antigua


Bob Kadwell -Adjusters Caribbean- Antigua


Charlene Selkridge- Selkridge Insurance- Antigua


Scott Kelsick - Kelsick Insurance - Antigua


Pershing Waldron- ACB Mortgage and Trust Co. LTD


Carl Walter- National Development Foundation Ltd.


Joan Gonsalves- the Eastern Caribbean Home Mortgage Bank.... Head office - St. Kitts





FACILITATOR: Thank you.   My role is that of facilitator, this is of course your meeting.  I think my role involves keeping us all on the same wave length and enabling us to take good notes of what we come up with during our discussions today.  This is the first round table and I hope we can agree as we go into our discussions that we will want another one in one or two months time.  Today if we can come up and determine what we want to do and the things that need to be put in place so we can implement those things....then we will be sketching out the agenda for our second round table in a couple of months or so.   Let me give you 30 seconds,  on my background.  You might have guessed I originated in England.  I was born there.  I worked for over 30years with the Royal Sun Alliance Co.  I started out in England then I had nine years in South America, in Venezuela, and Chile and Argentina... then I was transferred to the United States and I had 20 plus years there, and I retired some years ago.   Since which, I have been involved in nothing to do with insurance and that’s a software company which I have  ...its successful and the insurance involvement I have is as consultant to OAS and occasionally the world bank, so if you like, I have no axe to grind.  I like to think I am a objective in what I do.  I live in (or) near Charlotte North Carolina.  I’m married, I met my wife in Chile and I have two grown up daughters. One of who is married.  But there are no grandchildren in sight yet.  


I’d like to make one point before we get right into it. this is a personal view and I’d be interested to know the extent to which you share in it.  If I ask myself what is it that has for some reason impeded vulnerability reduction so far by the insurance and banking sectors the answer I give myself is that vulnerability reduction is not yet considered a worthwhile business of itself.  There are all sorts of different conceptions or perhaps, misconceptions to what vulnerability reduction is and what can it do the business man/ businessperson.   Some people think that vulnerability reduction is something that has do be looked after and dealt with by government agencies and by international donor agencies.   And that has to some extent been the case in the past.   I have attended a lot of meetings over the last 8 or 9 years.  One way or another its tied in with vulnerability reduction and I have received very little enthusiasm from the insurance side but not too much from the banking side either.   And I feel that all of us in this room we are business people and for some reason we haven’t been able to get a mind set that vulnerability reduction can be indeed be a business.  If you look in the yellow pages you can see all sorts of businesses listed and we as people are vulnerable to all sorts of things.  There are several pages devoted to health...reducing our vulnerability to ill health or more paged or more sections devoted to reducing our vulnerability to bugs to pests.   There is vulnerability reduction going on there.  And there is more pages if you like devoted to other things like security.... making our homes or businesses secure.  There are all sorts of services available.  But there are no pages per se devoted to vulnerability and reduction in the yellow pages.  Vulnerability reduction is not a business yet.  There are bits and pieces of vulnerability reduction in the yellow pages...you can see , engineers.  You can see building inspectors; you can see all sorts of consultants related to the construction industry.  There are a lot of folk sort of picking pieces of the vulnerability reduction business.  But what about us insurance companies, and us banking folk who lend money on building structures where the building structures serve as collateral.  Why isn’t it a business for us.   Any business needs to have a market place so you need to have a demand and you need to have the supply to meet that demand.   And there has to be a reasonable prospect of profit.  I don’t think any of us in this room want to go forward on vulnerability reduction unless we can see a reasonable prospect for profit.   It is indeed reasonable that any business endeavor would be a prospect for profit.   So as far as I am concerned nothing we are talking about in this session has anything to do with giving freebees away or giving donations etc.  We are going to do what we want to do because of our own self-interest.  We are not going to gouge money but we can aim at reasonable profit.   And the       competitive market place that exist in the insurance and banking industry will assure that there will be plenty of competition.  But my point is, and I suggest more strongly, that vulnerability reduction does make sound business sense for all of us.   You see in a lot of the material that’s been handed out  quite a few long words, technical words etc.  But what does it boil down to.  What does vulnerability disaster mitigation actually boil down to?  I suggest that it boils down to the need to fortify the building structures on our island here.   We are talking primarily about hurricanes.  When we say vulnerability reduction, we are talking about increasing the physical resistance of building structures to withstand the forces of hurricanes.  That’s what we are talking about, fortifying building structures.   Its been talked about for a lot of years.  Your islands have especially been hard hit over recent years.  We can be sitting here, together perhaps in ten years time and what can we be talking about.  We can either be talking about our continued relative indifference to vulnerability reduction.  We will have had a few more storms. We would have seen a few more buildings destroyed, damaged.  We will have seen more severe adverse impacts to our economy and also to our businesses.  That’s one scenario..... the other scenario is that we at this round table meeting, forgive me,  The other scenario is that in ten years time when we would have at this round table meeting and the next one that’s coming up and look on these meetings as that start when things started to change.  In ten years time its quite possible that 50% of the building structures on our islands could be made resistant to hurricane forces.  It was sitting together in my dotage in 20 years time we could be looking at 80% or some other number of things on our islands as being hurricane resistant.  I think that scenario you will find as a result of our discussions will parallel the development of your own businesses.  In other words they will not have been interrupted, impacted adversely by hurricanes to the extent that they are impacted today and we’ll see the economy of the islands really stabilized and in progress and we see no stop go situations on a number of tourists who come and visit here.   Let me sum up.  My point is that as we go through the discussions, that I am going to try and facilitate... that we are going to always think as businessmen that is we have to think of our self-interest as well.  And I think that we’ll find that our self- interest is not particularly selfish.  I think well find a great commonality of our self interests as business men in the insurance sector and banking sector to be very closely paralleled to the interest of our community at large and all our clients.  I want to make one little practical example of what I am talking about.  


The Insurance example and we have a house for building structure A.   And its worth $100,000     and the insurance people reckon that the estimated maximum loss from a category three hurricane would be 10%.  Ten percent is ten thousand dollars.  Insurance people also reckon that once every ten years, to keep the maths simple there is going to be a category three hurricane.   So the storm return period is ten years so the premium needed is $1000.00 per year.  This is very simplistic.  Bear with me please.  The insurance company also needs some expenses for running the business, taking the risk etc. We’ll say the expense ratio is 25%.  So it needs another  $333.00 to give a gross premium of $1333.00.   Everybody with me so far on this very simplistic thing?


Its not scientific.  Now this house A, is an average house.  Its got an average roof.  Its got an average foundation, walls openings, windows ect. Its Average.   Now we got another house, house B, which is better than average.  Its the same value and the insurance folk, inspectors, everyone says the cost, labour, they’ve already put roof straps on, we’ve got good shutters, everything’s bound  together well everything fits in with the United Insurance Company booklet you’ve got, everything’s good.  So instead of the premium here being 10% , lets say its 5%.  We know we are going to get sun damage but no way near, as much as this one.  So how much premium do we want here? Well ,  in this example we probably need $500.00.  We need some thing for expenses again.  So the total here looks like being  $667.00.  Its a logical rationality.... that.   


Then we have house C, which is owned by Mr. Cheap Home, house C.  He doesn’t really look after his house to well he doesn’t pay very much attention to things.   It’s still worth a $100,000, but its reckoned that the damageability of this house is going to be quite a bit more than the others.  Now lets plug it in at 15%.   Let say, the same logic the premium here to cover the claims the amount that’s needed, becomes what?$1500.00.


And keeping the same expense ratio...what have we got.  We’ve got $500.00.  So the premium they’re under this rational would become $2000.00.   Everybody with me?  What happens today?  I don’t think this really happens to much, does it, on the insurance side.  Now you folk on the banking side, can you relate to this?   Not on the insurance risk, but within your portfolio of loans.  I bet you have “A”, “B” and “C” houses as collateral.  I bet when a storm comes along, that you folk rate, the slowing up of the cash flow and other things go along in that element of your portfolio which you’ve got the type “C” houses in.  Am I right or wrong on this?   


The engineer next door Tony Gibbs some of you’ve probably know him or heard of him, from Barbados.  He is talking to the Building Inspectors.  You might have an opportunity at lunch to talk  to him.  In the material you have, there’s a commentary by him.  You can spend to retrofit a house, in other words convert it from “C” to “B” from below average to better than average.  You don’t have to spend more than 2% of the value.  We’ll be discussing this in greater depth.   Current insurance rates for here on these islands for hurricanes are well in excess of 1%.  Is that accurate?  The current deductibles on the insurance policies are at least 2%.  Is that correct? If as insurance people, (bankers please make yourselves insurance people for a few minutes),  if you think this is reasonable....this approach then are you going to be prepared to give a home improvement loan to “Mr. Cheap Home” here when you have already given him a mortgage?  You are going to give him a home improvement loan for 2% so he could reduce his premiums with justification on the insurance side?  Follow my question?  


And you are going to give him a home improvement loan?





BANKING PARTICIPANT  “I Will”





FACILITATOR: So as we go through our discussions this philosophy, approach, etc of what I call; worthwhile incentives, worthwhile to the customer, worthwhile to the business,  are very much, I think at the core of how we move forward on vulnerability reduction.  Now could you please tell me ‘are there any lack of understandings or any sort of fallacies here


First of all, with the A,B,and C,  I get the impression that the insurances around us concentrate principally  on the C rather than on the A and B.  They are actually taking the  15% rather than the 5 and 10%.


You think most of the policies register 15% and now you are saying that because of the resulting premiums?





BANKING PARTICIPANTS: Yes, Yes  and they  increase them every time .... why is this? It makes it more expensive for our customers as bankers





FACILITATOR: The premium here of $2000.00 is 2% of the sum insured.... and that’s what is in the market today.   Any response from the insurance fraternity?  Yes, Mr. Anjo.





INSURANCE PARTICIPANT: Yea, I think that the rates that you are seeing today are closer to 2% for the Class “A” construction building.  When you are getting up to Class “C” you are looking at maybe 2. 5 %.  I am not necessarily using your A, B, and C here.  I am using class “C” being wooden construction.   Class “B” being concrete construction.  Then when you take your hurricane measures, the united hurricane measures into account.   You can get 17. 5 %  off of the discount after the premium, providing you meet the requirements of the booklet.  Now, I think reinsures, from what I understand, because of the loses of the last ten years, require like an average rate for Antigua.  And this average rate is approaching  2%.  This is what they require to cover the portfolio.  They’re just looking at the portfolios as a whole.





FACILITATOR:I  can appreciate what you say, being a facilitator I have an answer for every thing.   





INSURANCE: One of the things I think that United is faced with is that even though we are giving these discounts for the hurricane-resistant measures that the home owners taking the reinsures are not actually passing this on to us.





FACILITATOR:I  am not following your lead





INSURANCE PARTICIPANTS: We have not seen the results yet they are saying it’s the program is not in place long enough for us to see whether it’s made a difference in the claim.  





FACILITATOR: Could I suggest that they’ve not seen the light? And in our separate break out stations. Let me give you a quick preview if I may.   You said that they, correct me, that the reinsurer apply one rate for the whole of Antigua.  That they want just an average.   I suggest that its our job on the insurance side to say okay Mr. Insurer, Mr. Re insurer you believe us when we tell you there are at least 3 averages in Antigua and St. Kitts.  The average is “A”, it is “B”, The average is “C”.  And we thought the disciplined approach. Inspections ect, etc, and you can come and audit what we’ve got..  That these houses with physical resistant characteristics that we want to give this rate for these houses, this rate on these houses and that rate.  I agree with you the entirely the attitude of the reinsurers today  this morning is an obstacle.  How do you get over that obstacle?  And that’s why I think that by giving a very clear demonstration of the validity of what we are doing.  And who can I ask very quickly on the banking side , how, let me ask so I can get an understanding . How many of you folk are loan retailers and how many are wholesalers in other words do most of you sell your loans to someone else, pass them on to some one else?  Am I using the right terms or not?





 Yes, some of them are , correct.  There is one Wholesaler.





One wholesaler? Well? Madame Wholesaler? You are rather like a reinsurer, I think.  In other words you are taking the, the risk Yes, you are buying the loans from the retailer? Right? If there is a default on those loans ...do you have a risk?  Who has the risk? The retailers? The retailers face the risk.





FACILITATOR: But in your negotiations as the retailer, you’re looking at the past performance of their loans are you not? What are some of the factors you look at, the default rate, the cash flow, the low security, credit worthiness, insurance, and yes you are starting to realize that the insurance is not under complete coverage these days.  You’ve got the 2% deductible and the insurance sometimes its very difficult to get? Right?


But you’d like to know that they’ve got good insurance and complete insurance.  





FACILITATOR:  I have been a retail banker at one point to and going back to your example there.... just for a moment lets say that that comes into play, that the insurance companies, agree to give different rates for the hurricane resistant homes. I think its better for the public because in C they are going to be upgrading their home and in the end they are still  going to be paying less. That’s because the premium that they are paying now will cost more than what the mortgage payment will work out to.   





FACILITATOR: Yes, thank you.   But on the banking side, the loans side are there any incentives you think which  would compare with what would happen on the insurance side.   





BANKING PARTICIPANT: not in our marker in the Caribbean.  





FACILITATOR: Well...should there be any incentives? And that’s a rhetorical question for now.  And we’ll get into it a bit later.  I must remind you.  Would you please speak into the microphones when you are talking so we can be able to take good notes of the points that come across.  I’ve just about finished my opening remarks. So the 2 points that I made and I just want to add some advice quickly.  Lets think of vulnerability reduction as a business with potential for profit.  





FACILITATOR: Welcome to the new folk who have joined us.   Just to summarize what I was saying to open off the session is that.  We need to make vulnerability reduction a business for us.  That’s how we are going to motivate our selves to do something about it.  Its  got to be worthwhile in business terms to us.   Secondly we have to provide some sort of incentives to our customers to take it.  And that was the purpose of my example there. Now lets get into the...back on the agenda...lets see where.  Now have you all got your copy of the discussion notes?   


To get the insurance fraternity and the banking fraternity onto the same wavelength.  I’d like to have a common review of these notes with you.  Now I will summarize what’s in here.  I will gladly stop whenever you think something is not quite right and we can discuss it.   Could you please turn to page 6, which is attachment A, and its headed some initial premises.      Okay?     Thanks.


Okay good we are going to have a lot going at attachment “A” page 6, which is headed ‘some initial premises’ and most of these are fairly obvious but, as I say I am doing this to get us all on the same wavelength.   


The first one is: Focus on Building Structures


That’s where our vulnerability focus is.   To the extent that we can further protect building structures we do a hell of a lot for the contents.   Vulnerability reduction..they were just making the point that three things have to be into place.  First to all everybody has to be convinced that the vulnerability reduction measures that are taken actually work to reduce damageability.  Secondly there’d have to be profitable, secondly they’ll have to be available.   The next one is ‘vulnerability reduction compared to insurance’   You might think that this is stating the obvious but insurance policy  per se has done nothing to increase the physical resistance of their building structure.   What its done, what an insurance policy provides is money for reconstruction after the damage.  Unfortunately the way the insurance mechanism works for every $100.00 premium I might pay to insure my home against hurricane. Relatively little of that $100.00 sticks around even if there is not a hurricane.  Let me clarify what I’m saying.  If I pay a hundred dollars in premium for hurricane insurance of there is no hurricane the insurance company put that hundred dollars into its bank.  Correct?   What happens to that hundred dollars?


Not one dollar has gone out to pay for a hurricane claim because I had any hurricanes this year.  Or about 25% roughly has gone to pay for expenses that leave about $75.00.  The taxman will probably take about 40 something percent of that $75.00.   Because it would appear as profit.  And what’s left after that the insurance company could still profit after tax.  Its probably going to declare as dividend on its profits.  Perhaps half of what that is.  So the point is....and I’m not criticizing insurance companies.  This happens the whole world over.  That hundred dollars premium perhaps only 20% goes to increase the reserves of the insurance company to be able to pay for future, ....future hurricanes.  I Think Its





The insurance sector,  or lending institutions sector, there is severe competition, people do compete, people should compete.  But is the existence of competition within our business going to be allowed to negate our being able to practice vulnerability reduction? Should it? Has it?  I think competition in the past in the Caribbean in the insurance business has (that I know something about) has infact been the impediment to putting vulnerability reduction measures in place.  When united insurance company in Barbados started off two years or so ago with a program of giving discounts for improved protection on buildings they insured their competitor companies gave the same discounts without requiring the improved protection.  That to me is kind of stupid competition.   There we are... these are some basic premises.  Can I have a motion that they are accepted? Or can I have any objections





INSURANCE PARTICIPANT:   I would like to object to the last statement about the other insurance companies giving the same discounts for Can you....?





INSURANCE PARTICIPANT.....I object to that statement that the other insurance companies give the same discounts  without having the same practices enforced.  As united had done.  Because I think as I sit here I can recognize insurance companies around in Antigua that have strengthened their inspectorate, so to speak or their survey roles.   Where we require that certain conditions are met.  It might not be spelled out as well as United has done it. Before discounts can be given so that is one thing that the bankers need to know that all  the insurance companies are mindful of what happens in our region particularly in the Lee wards here.  And we have actually put mechanisms in place not just to give the discounts for competition, but to where improvements have been made to properties.  





FACILITATOR: I am very glad to hear that you do that.... I am very glad to hear that that is going on.  To what extend you think it is going on .  You take the insurance industry as a whole here in Antigua is it half the companies who are doing it? Most of them? Or  what?  





INSURANCE PARTICIPANT: Okay Most of the companies are doing it and I am going to go back to a statement made by Mr. Hall about reinsurers and the statement that you made about the reinsurers that its time that we say to them that we are taking measures to reduce their loses.  Now I have had the pleasure of going to an Insurance conference in Trinidad in June of last year, where we met some of the top insurers in Europe, Worldwide. and we were able to convince them, I say we as an insurance group not only as Royal Sun but as the insurance fraternity in the Caribbean.  Now we have been taking steps to mitigate loses and they didn’t offer price reductions.  They still wanted the same, where, sort of an average rate.  What we have convinced them to do is to stay in the region.  The measure that we have taken is to encourage them to stay here.  They see us as a disaster prone area, and they don’t want to stay here, so we have not been allowed reductions in our rates. But we have had them on board to be paying for future loses.  We are saying that we are taking these measures so you can stay with us and they have stayed. I think that is one of the problems that we need to think about.


The problem being to . let me clear my understanding. If we can better demonstrate or prove to them the sense, the science, the logic, 





INSURANCE PARTICIPANT:  that we are reducing their loses.


Yes, they are prepared to stay in the Caribbean, and who knows maybe ten years down the line we might not have any heavy storms.  Then that way we can begin to look at reductions.  But in the interim.  They are not going to get reductions. Their philosophy is that we have been hit very hard over the last ten years, so its pay back time.   It’s a common business perception that they want some money back for the brief ten years or so that they’ve had huge loses.   It is part of business but it happens, if you think of us as a region here.  Our vulnerability is to say tourism if we don’t have the reinsurers protecting us. Or do something our selves then we are going to have to bite the bullet. ..Pay the high rates until such time


Then you are saying until you can do something yourselves in the way of having less reliance on the foreign reinsuresers exactly so, yea that is something that needs some serious thought and the will has to be there to do it, and the resources, and one of our biggest problems with that is that we don’t have the population to develop that sort of a capital in a short run.   





FACILITATOR: Thank you,  in twenty minutes we’ll have a break then we’ll be splitting into separate break out sessions for banking and for insurance and then we’ll be coming together again this afternoon.  So in the next twenty minutes could we continue with the discussion material and now have a look at the page 2, which is headed the mitigation role of insurance companies.   Is there anything that sticks in anyone’s throat on that page?  We do make the point that the reinsurers so far have been largely in command of the price of the insurance product.  They do use average rating, which works against putting incentives or putting incentives in place.   The light at the end of the tunnel if you like  is the same reinsurers to large extent do accept different premium pricing like we have on the board in other parts of the world.  I have the ‘sense’ which I would like to discuss further you, with you in our separate sessions that I think for St. Kitts and for Antigua it will be well to come up with a very, very clear demonstration of what we intend to do.   


By that I don’t mean a demonstration of what each company is going to do to give away its trade secrets,  but at least let us have a common clear format of how we set out, what our true catastrophe liabilities are.   


Let me, just to sound off the mitigation role of insurance companies as seen from my stand point if you like is a lot would happen on vulnerability reduction if we can really get this type of program going.   


Most visible sense the in fact is giving the property owner, a clear view of  why it is worthwhile to do something about improving the protection of their property.   So when we get into our separate sessions perhaps we need to put our minds in the shoes, to mix metaphors, of the property owners.  Why don’t they kick on to something like this.  Ask ourselves that what is inhibiting? What is impeding property owners?   





FACILITATOR: Yes Sir.......





ERNEST BENJAMIN,...consulting on the Post-Georges project (excuse me I’m a bit hoarse) it’s very encouraging just to hear Sun Alliance speak about the initiatives which they are taking, as well as Anjo, but I think the problem is that as in the case with the reinsurerers, from my perspective it appears as though  the insurers here would have to convince reinsurers.  But what is of importance here.....I was not aware that Sun Alliance are giving these benefits except for Anjo you see on television and so on their  profile.  The point simply put I does not appear at least in my perspective that insurance are in the business of informing the public clients, that look here you can get these incentives if you do these, if you take these kinds of protective measures.  It seems as thought you have the bare business of public education and marketing, perhaps you might like to entertain some discussion from the committee a bit with that point.





INSURANCE PARTICIPANT: We, I guess we have not as a company done the advertising that say, United has done.  Well what we do for the past two years or so, we have had every single household or property that we insure, we carry out an inspection or a more detailed survey.   And on that survey we have classifications A, B, C, and we have a + (plus) and we say to our clients or our policyholders.  If you were in the category of A+ you would achieve that by having completed some of the loss mitigation exercises that we have set out for them.  Our inspectors would come in and say well yes, you have done this, you rafters are clipped, or whatever we set out.  As a rule to gain that extra percentage we don’t advertise it as a percentage we bill it in our rates, so that if you achieve say, an ‘A’ or an  ‘A+’  you automatically have a slightly less premium  than you would have had if you were in the ‘C’ category now one of the things we don’t emphasize to the public, again we go back to this question where we have to pay, where we have to apply the average rate, whenever we make a reduction, whether it United or any of the other insurance companies here.  It comes off of our bottom line. Technically speaking we as insurance companies are making a contribution to the house holders by reducing the average rate on whatever discounts we give yes we can use it as a marketing ploy, people will understand that the insurance is not taking back... we are giving something back.  We are forced by insurance to pay an average rate and we give discounts based on incentive.. and that discount has to come from our bottom line.    





INSURANCE PARTICIPANT: I’d like to comment on this.    Its good to hear all these comments here.   We are doing the same thing in the insurance companies, we are in the retail housing business, loans and so on  and we don’t  appear to have on record any of our customers receiving incentives as a matter of fact, just recently we had some customers who had asked the insurers to reduce their interest rates and these persons have actually built.  They have complied with, I think, most of the requirements of the insurance companies.  And I don’t know whether there has been sufficient dialogue with the insurers as regard the sort of quality housing, that we have actually now in place here in Antigua.  As a matter of fact just a few years ago we had a similar meeting round table discussion where the NDF put through a paper I’m sure you have all had access to that.  Positive strides have been made to try to actually get the housing, which are more capable of resisting the hurricanes, storms and things like that.   Have the insurance companies really ever think on a suggestion as this.  Any body else would like to answer.  





UNIDENTIFIABLE PARTICIPANT:  I could answer that, I have been to the meeting at the NDF and I think  very few of the insurance companies had copies of the OECS Building Code, which is heavy document, heavy on engineering, I think what we’ve discovered  are builders in the past weren’t following those codes.   I am happy to say that from inspections, going out there, and with the help of the banks they are now forces to follow the OECS codes so I mean jointly although no policy was set the bankers were helping saying, look you are going to have to get your property inspected by engineers.  We have a report, a survey report that we submit with our risks to say that you must improve to certain standards.  So jointly between the banks and the insurance companies the risks are getting better, because you have to conform to the OECS codes to whatever codes that are available so otherwise A. The banks are not going to lend you the money.  B.we are not going to issue a tag, or sometimes we don’t issue at all if the risk is so bad. We don’t insure it.  





FACILITATOR: Thank you let me turn to the mitigation role of lending institutions on page 3,   and to a large extent this is the similar content for banks I don’t have knowledge of banks as I do insurance companies so  there could well be a fallacy or two in what’s here.  Hack at it please!  Shoot holes in it!  What’s wrong with it?  


We’ve heard from our insurance friends as to what they do on incentives and I think I was hearing that some of them was more visible that others.  On the lending side would someone please comment on what incentives visible or otherwise the lending business has today to encourage vulnerability reduction to get the collateral inspected some where along the line.  





BANKING PARTICIPANT:  Well from the banking industry we had expected on having the engineers input, its a must, we know that many years ago  there was no sort of insistence in that.  And that has assisted the mitigation process.





FACILITATOR: Is that a common practice? Would you reckon?





Most of them.  





FACILITATOR: What an engineer is looking for for you folk on the banking side.... how different is that ... to what an engineer would be looking for on the insurance side.  Or is it very closely similar.    





BANKING PARTICIPANT: You see in our case the engineer is does soil testing for example.  The terrain is different in different areas, and we look for structure as a matter of fact some years ago we had an incident where  there was no engineering for the section and we depended principally on the experience of the basic contractors.  And there was this building that after about six months of construction cracks started to surface although it was said that the contractors are very experienced men.  We brought an engineer on site after the went through the proccesses cutting through the walls we saw there was steel dangling and not sufficient concrete in there , as a matter of fact, this went, I think it went to court as a matter of fact to get this thing settled. That’s right.  That was about twelve or thirteen years ago.  And form thence we have had to insist on engineers input.  We...





FACILITATOR: Is the engineer report that you get, does that talk about how good the roof is? For hurricanes..?





 Not only that.  Our company visits as well.  We visit  the properties while they are under construction, apart form having the engineers input.  We have our directors that also visit the site, visit he buildings as well.  So we have a double inspection





FACILITATOR: and the persons from your company who goes, what are the qualifications of that person?





BANKING PARTICIPANT:  Well some of them are insurance people as well  and the other persons who   have been in the construction business also.  And there are other people in the different disciplines.


FACILITATOR: Am I hearing that what the engineer does for the banking  side its pretty close as what the insurance ....its more or less the same





BANKING PARTICIPANT:  Pretty close. Yes Pretty close.  We also put in a site inspection that the company itself, we need to know where our money goes.  So we go the properties and see exactly what the engineers says, that is done.   





FACILITTOR: And could I ask the banking folk here, please.   After  you have had a bad storm.   How does the affect of that storm show up in your profit and loss or in your balance sheet.   





BANKING PARTICIPANT:  I think the...................That some insurance coverage and so the customer look to recover from the insurance company so as the bank is concerned about the protection of its assets, the insurers of that premium is up to date, and are satisfied that it is there.  In terms of the engineering, all that takes place during construction.  And so basically as long as the bank from the inside is satisfied that the insurance is covered, the banks to sleep pretty comfortably.





FACILITATOR: So is that the same as saying that when a storm comes along, the bank does not expect any negligible adverse impact. On its profit or its balance sheet.





BANKING PARTICIPANT: Well I wouldn’t know in that direction, but again the emphasis is on the insurance company to make good on whatever claims.  





INSURANCE PARTICIPANT:  I just want to make a comment from, about the bank side from the insurance point of view.   When I understand what he is saying I think you also have to take into account that there is a deductible in a claim which leaves the banks client with some short fall in his ...





FACILITATOR: The 2% of his value?





INSURANCE PARTICIPANT: The 1% and so on and what we have also found too from the insurance point of view is that as this can affect banks is that some of the properties, after a claim you might not be willing to insure it again until certain things are done.  So, I think that has to be taken in to account in the whole equation.  And that is where it could have some effect on  the collateral that the bank owns.





FACILITATOR: And are you speaking from the banking standpoint?





INSURANCE PARTICIPANT: Insurance.





FACILITATOR Insurance I guess





(From the Audience) Yes Sir. My experience has been over that last four years insurers have come, claimers have come to me in time and look  we have $15,000 or $10,000 after doing repairs from the insurance company.





FACILITATOR:  Could you say that again? I couldn’t quite hear it.





BANKING PARTICIPANT:  No, what I was saying is that our clients come back sometimes and say to me.  We have saved ten or fifteen thousand dollars, from claims paid to us.  Now...I don’t know.....





FACILITATOR: Is that because they have spent less than the full payment amount on the repairs.





 Exactly, yea, and in many cases I dont think that we are in fact inspecting the work properly, to see that its being done properly.   





FACILITATOR: Does anybody share that view that we are , I think you are saying that the inspections could be improved a little bit?





 BANKING PARTICIPANT: thats right.  I can also relate back to 1974 earthquake when we had a very serious recession people who appeared to repair their properties did not even use any of the monies at all.





FACILITATOR: They felt it necessary to use that money for other things? 





UNIDENTIFIABLE PARTICIPANT:....to buy stocks or to put on the bank.  





FACILITATOR: Is it true that insurance companies have the option to repair the property or just pay the payment.





INSURANCE:  We do but we don’t exercise that.   





FACILITATOR:: Could you elaborate? You said you do.  What do you do? You pay the clients or you pay....?





INSURANCE PARTICIPANT:  We have the option  to repair the property and see that its property done.  





BANKING PARTICIPANT: But do you have that option...?





INSURANCE PARTICIPANT:  We do.





BANKING PARTICIPANT: if they’ve. What if there are projects that are assigned to the lending institution.  Do you still have that option?





INSURANCE PARTICIPANT:  Yea!





BANKING PARTICIPANT:  But we are not aware of that.





BANKING PARTICIPANT:  as a matter of fact once that purse is signed to the lending institution the monies for claim go to the lending institution.  In our case as the lending institution all insurance policies are signed to us and we insure that the property is repaired effectively.  We do not give the customers money just like that. We visit to ensure that the repairs are being affected.  But getting back to the real point what we notice is this, that after a hurricane, the insurance companies send around what you call adjusters, Many or most of the customers are being dissatisfied with the reports from the adjusters because you’ve only been asked to give a report for the engineers and architects which is presented to the insurance companies.   Now the insurance companies hear the adjusters to get a figure, and the compare both.  What we found is that it is intrinsically necessary that our customers have up-to-date valuation reports.  We had an incident where one of our customers property was affected by hurricane, storm and the adjusters came and said, Oh this property is underinsured so he ask what you mean under insured? An they said yes its underinsured and we showed them the valuation prior to the storm from the engineer, that they acknowledged and rescinded their initial comments.  So we insist that our properties must be insured.  Not only that, that the buildings must be kept in a proper state of repair.   It is very important that we have that. What we mean...is,


What do you do to make sure that that happens? That the buildings do stay in a proper state of repair.








INSURANCE PARTICIPANT:   Well whenever we visit, for example, we look at the structures...








BANKING PARTICIPANT: what once a year or something?





INSURANCE PARTICIPANT: Occasionally, not necessarily once a year but occasionally we go. Well one building might not be visited within a two year person, not every year, we would not do it every year but then our visits are out on the field, as every Thursday we go on the field  and pass around the buildings that we have already built. See exactly what’s being done.





FACILITATOR: Let me ask the members of the banking fraternity or is your practice the same that you take assignments of the insurance policies or in every case is that….





INSURANCE PARTICIPANT:  Yea. Sir . thank you





BANKING PARTICIPANT: What I can say is that in a lot of cases is that they turn over the cheque to the owner and the bank.  The bank in turn endorses the cheque and gives it back to the owner of the house.   And that’s the end of it.





BANKING PARTICIPANT: Which bank does that may I ask?  





INSURANCE PARTICIPANT: Several banks.





FACILITATOR: We are going to break in a minute, but .....


I’m just going to say something again just to bring up some discussion.  As I’ve seen it from the banking community, its not coming across that they are seeing mitigation or they are promoting mitigation although its in the mutual interest of the bank and its clients.   We heard at least the beginnings from two insurance companies,  that they will give incentives, alright? So the banks go around they visit their house.  In the agreements you must keep your house insured and so on. I don’t, But I didn’t get the clear question....what is the incentives  and I think its begging the question, do you give incentives? Would you give your client a better rate of interest if for example he told you well, I am going to use the best practices in having the houses constructed and so on.  Is that reflected in the rate of interest and so on...?I think that’s a question....


It’s a very good question and great minds think alike and we’ll get into it in the break-out sessions after the break.  Very quickly let me turn you please back to our agenda, front page, we’ll be going to have a break in a minute and then Id like us to split into our separate sessions.  One session for our insurance folk, and one for the bank folk. Could I have a show of hands? How many are insurance folk here? And how many are banking folk?


Okay then, because there are more banking folk then the banking folk will stay in here please.  The insurance folk could you come with me and we’ll go into the patio area there and we’ll have our session there.  Now lets look at what the agenda a has for us.  As we go into our break, break out sessions after the coffee break the first thing I’d like you to talk about is what is the vision you have for the insurance sector, the banking sector as  regard vulnerability reduction role of your sector in three years time.   For that discussion would you please imagine that you are sitting down in three years time all together and thinking of what you have achieved during the next three years.   Do you follow me?





Its a....sort of advance in time? What, and that would ... and with that would come the vision of what we’d like to see.  Do we want to see this in a proactive sense?  Do we want to see insurers on board? Do we want to see banks jumping at giving home improvement loans.  To pay for the  2% etc., ect.  What do we want to do? Do we want to see if today? Now I don’t know if this is a good number If today 35% of the buildings structures on Antigua are insured.  Do we want to see half of those in category ‘b” What is the vision? What are the goals we want?  What do we want on the banking side? If we were to come into a room in three years time as a banker, and say well, Do you know what we have done for vulnerability reduction over the last three years? Its this, this and this. That’s the vision side.  Then the next bit, please is ...what are we short of?  What do we have to do? And I am not asking anyone to give a penny of thought with that.   I made that point earlier.  All vulnerability reduction measures cost money they don’t come for free.  But they save a hell of a lot more than they cost.  What do we do? What do we have to ...put in place? We’ve talked about inspections.  Are they good enough?   Are we doubling up to much on inspections.   Are we concentrating to much on new properties are we doing enough in a proactive sense on retrofitting existing properties?  What about the sea, today’s sea properties?  Are we ignoring them today are pushing them aside?   





UNIDENTIFIABLE PARTICIPANT: Sea property is a big problem in Antigua. We have, perhaps, more than 50% of inhabitants that cannot afford to build higher those casual sea properties.





FACILITATOR: Well, I am outlining now what I would like us all to talk about in the sessions.  Raise that point please.   Sea properties will be indeed as you say a big problem.  How can the become an opportunity for vulnerability reduction?  You are quite right the measures have to be affordable they have to be available.  Is there a way to do it?





UNIDENTIFIABLE PARTICIPANT:  the way I see it 


FACILITATOR: No not now, for the sessions.  I’d like the bankers please and the insurance people to do two things for their groups, number one is to  vote for a discussion leader for this session that’s coming up.  Pick one of your own folk and number two vote for a discussion secretary and take  a few of these sheets and some scotch tape to go into another room and jot down your main points of agreement or indeed your main points of  disagreement.  Any questions?  Well lets get at it then.  The coffee is on the patio is it? As you are well aware, we keep interrupting you because along with your discussions there are a couple of announcements that have to be made first one is that we also have a Post Georges Disaster Mitigation Workshop going on in the other meeting room and that is for building inspectors.   We have arranged for you to have your breaks at the same time so you can have a bit of interaction because they are also looking at hurricane resistant or hazard resistant building.  All right? Thank you. 


Well if you, it has to be someone who is here and you’ve got a terrible choice facing you.  You’ve got me if you can’t elect anyone of your own. I’d really prefer that it be one of your own.  I nominate this gentleman here on my right.   All in favour...


FACILITATOR: Now next I need a recording secretary,


UNIDENTIFIABLE PARTICIPANT:  I nominate myself 





Could you please come up then? Please?.......grab a seat.


 Its widely available.  Are they on 





INSURANCE PARTICIPANT: Sorry its part of our general portfolio of products that we offer.


What percentage of you home owner clients take vulnerability measures do something?





BANKING PARTICIPANT:  Well just to give you an example after we started experiencing the rash of hurricanes the last couple of years...we thought the value of our clients that had mortgages or had  housing problems with us would ask for home improvement loans to  get shutters to strap on their property so. Already the public understood that is something that they wanted to get  it increased their safety .  so that is just is just pure self interest.





FACILITATOR: You say that the widely available, and you get people coming in?


BANKING PARTICIPANT: Request...





FACILITATOR: do you take any proactive measures to encourage it.  You send mails or letter, something with the bills?





BANKING PARTICIPANT:  typically we do that.  We...occasionally advertise our home improvement loans our officers would visit customers and indicate what products we have offering and offer them on a one and one basis.  





FACILITATOR: We are still talking about vision for 2004 and I am trying to provoke you.





(From the Audience) I think one of the things that we envision for 2004 we would like to see is a reduction in  insurance premiums. Generally.... It would impact on the customers cash flow as you have indicated and basically help us to help them to afford more loans and  or be able to do more things with their cash.   





FACILITATOR: How ‘ll that be attained? Reduction in insurance premiums.   





BANKING: Let me just make one quick comment here , My name is Steven Mayers, I am with Eastern Caribbean ~Home Mortgage Bank.   And disaster mitigation is something that we’d like to take a very proactive and leading role in..  In particular given the nature of this session I hope that we do not spend too much time talking about insurance.  Its not until this afternoon.  What I want us to think about, Is what it is that...what comes across very clearly is that the  banks , the commercial banks are not offering the incentives that we are talking about.  If you look at the home improvement loans for example, are we looking at it simply as a loan or are we saying this is  disaster mitigation which we want to see here .  And we look at it as a separate item to encourage as a banking industry.  And how do you go about to encourage people to actually put shutters on their houses to retrofit their roofs and so on?  What is that we are doing or we are not doing right now that we’d like to see doing that and I think we’d want the discussion to be on that at this time.  The floor is open for comments.


I don’t know if we are not taking or we are not factoring disaster mitigation into our current activities now.  I think we offer our better rates for those “A” customers that the insurance was talking about.  And those customers that have concrete products, that are well built and therefore would last longer.  Those are precisely the things that we offer our best terms and longer terms of repayment for.  On the converse we also.. for those customers who have the plywood houses we don’t offer as long a term for repayment and typically its higher.





BANKING PARTICIPANT:  Its very interesting hearing what Lawrence is saying but I think that bringing it back to the point, which the chair made.  Maybe lawrence might want to suggest is it really lending policy their emphasis is how does a banker perceive mitigation in terms of assisting their clients reducing interest rates and at the same time they can make some money.  That is what it boils down to.  For example I hardly accept for NDF in Antigua and Barbuda and perhaps for Nova Scotia ...have you heard of any commercial bank in Antigua speaking about home improvement loans.  I mean its simple things like that.   Does it,  Has it bought into the concept of mitigation in the sense that banks can benefit and their clients can benefit and the community can benefit.  I don’t know.





























BANKING: One comment I can ....Or couple of comments I can  make, or things that have come to mind just this morning.   

















Along the same lines, definitely,  we offer home improvement loans but we find most of these home improvement loans are to add on an extra bedroom or to fix up the house its not necessarily to  bringing  the standard of the house up to a  certain hurricane standard and may be what we can do is: 





1. Advertise more for home improvement  loans  and in that same type of advertising, advertise that  home improvement loans that upgrade the house for hurricane standards could benifit form either reduced fees for the long or reduced interest rates so it would be a combined home improvement type of advertising.   And also hurricane preparedness of hurricane  upgrading standards and that way were......


