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Guest Article

Wild Weather and the
Washington Region:

Re-Thinking Insurance Coverage Since Katrina
by Geoff Haver

Diirector, ComsfractionsReal Estate Group

Rigys, Counseliman, Michees & Dewwes, Inc. (RCMET)

on the Lovisiana and Mississippi coastlines. We've heard

countless stories about extensive property damage that not
cnly destroyed businesses of all sizes, but also cverahelmed an
insurance industry trying to cope with an unprecedented disaster.
Katrina changed many of the rules the insurance industry plays
by, but don't think new guidelines and policy exc lusions impact
onlby hurdcane belt-based companies. Certainly, enterprises in the
Culf region, Florida and the Carolinas are at greater risk to hur-
ricanes, but chances are the rules have changed for your Wash-
ington, DC-based real estate or construction business as wall.

The metropaitan Washington mgion does not sse many dirsct

hits from hurricanes. We do, however, sxperience wild weather on
cocasion in the form of tropical storms, floods and tornadoes. In
2003, we got a lashing from the remnants of Harricane Isabel when
70+ mile par hour winds and ten-foot storm surges hit the region.
In 2001, an F3 class tomado devastated nearby La Plata, MDD, and
a year earlier an F3 tornado destroyed tuildings on the Universicy
aof Maryland campus in College Pade, M. Flooding, especially
along the Potomac, is a commen problem. We are reminded of the
carastrophic affects of flonding pariodically by television nevws crews
reporting on Alecandria businessss as they sandbag in frone of their
stores when heavy rains are pradicted.

I t's bean over two vears since hurricane Katrina wreaked havoo

According to the Federal Emergency Management Agancy
(FEMA), Washington businesses do need to take heed of the power
of Mother Mature. A major change for Washingtonians since the
arfival of Kafrina is a new designation: several pockets along the
Potomac are officially considered “coastal areas” FEMA classifies
our region as Zone IT, where winds can reach up to 160 miles per
hour. Additicnally, FEMA identifies Washington, DhC, Marnyland
and Virginia as “a hurricane susceptible region.”

But scientists predict the weather in our region can get
much worst. The concept of global warming has been debarad
back and forth for years. While the topic still creates political
riffs, there are enough qualified meteorologists warning that
wild weather will continue to become a significant problem
for Washington and its environs, making the axamples listed
abowve seem almost insignificant.

Perhaps you can chocss to disregard research presented by
scientists or the pleas from politicians regarding global warming,
but you certainly can't avoid rate hikes or changing rules from
your insurance carfer. Since Katrina hit in 2005, the nation’s
leading carriers have commissionsd expensive catastrophic projec-
tion studies analyzing risks in our ragion and across the country.
Most major carriers have proprietary, first-rate modals detailing
worst-case waather scenarios. While thess independent studies
are not released to the public, the message from insurance axecu-
tives is clear: climactic changes are likely to happen and incidents
of wild waather will increass. Concern over these issues in board-
rooms throughout the industry will impact who will get insurance
coverage and how much they will pay.

The real estate and construction industries face unique chal-
lenges in protecting their interasts against the forces of nature.
Contractors encounter a multitude of wind and flood-related

problems, ranging trom securing heavy equipment to tying down
lncse materials. Since construction sites are works in prograss,
specialized insurance is needed when more permanent programs
are not appropriate or available,

It your company has not re-evaluated its insurance program
recenthy with an eye toward weather-related issues, do so immedi-
ately. The real astate and construction industries frequently ask us
what kind of coverage they truly need to safeguard their interests
and mest appropriate levels of compliance. While we don't adwe-
cate one-size-fits-all policies for our clisnts, we believe that most
rea] astate and construction businesses in the mid-Atlantic region
should consider the following types of covarage:

1. Windstorm Damage. Ba aware of new rules impacting the
mid-Atlantic region, especially along the Potomac and the
Chesapeake. Mew policy axclusions could leave your properties
more vilnerable than you realize. Lending institutions raquire
participation in the Mational Flood Program, or that you buy a
windstorm policy.

Z. Builders’ Risk Coverage. Properties under constmction are
appropriately covered under a policy extending coverage to
Constmction/ Renovation activities as parmanent insurance
may not cover properties under construction. However materi-
als used during construction are typically excluded.

3. Installation Fleaters. Synonymous to builders’ risk insurance,
installation floaters specifically protect materials on site for
builders. Be certain to check the axtent of coverage afforded by
your builders’ risk pelicy. It may not be adequate for materials.

4. Flood Insurance. Check with your carrier about the extent
of your flood coverage, Many businesses are under the as-
sumption they have adequate coverage, but in a post-Katrina
arvironment mary are not fully aware of loophaoles.

When re-evaluating the impact of weather on your insur-
ance program, consider your properties and work sites outside
the Washington ragion as well as those close to home. Many
construction and real estate companies based in cur region have
interests in nationally... and many of them with properties in
prime storm prone areas. Ressarch will help you uncover any in-
surance indnstry nuances that may impact your coverage in highly
susceptible regions.

Armed with the rght information, you can help your com-
pamy prevent significant lesses in the long run. Make sure you
understand changes that may have baen made to your policies
recently and how they will impact your coverage. B
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Storm Preparedness and Contingency Planning:
Steps You Can Take to Protect Your
Properties and Sites

When Isabel flocded Anna polis and rippsd power lines across
the Washington region, in some cases o ppling businesses for
days, many of our clients were prepared to make the most out of
a messy situation. Since hurricane and tropical storm wamings
come days before they strike we canadvise clients on how to
take precauticns. In the cass of the F3 tornad o that hit College
Park, we had no warning of the storm, but disaster readiness did
help a client get back on its feet quicker than expected.

Youremergency preparedness and business contingenoy plan
should include steps you have identified to prepara for a storm
priar to its arrival and during the actual event, along with plans
to get your business back up and running if you have besn
negatively impactad by the weather event.

Below are several important considerations when
developing or reviewing your current plam:

+ LHilize an emergency response plan and train e mployees in
hiow to carry it out. This should include a notification system
{the first pricrity should be to preserve life and prevent
property damagel, emergency phone numbsers, altemative
plansinthe event cell phones and land lines are not operabla.

« Establish procedures for each property/job-site, Employaas
should know when and how to shut down and how to carry
out the specific action steps outlined for their particular
operation.

+ Conduct a dry run or drill @nce you have a set of procedures or
action steps.

*  Make sure you have back-up power. Check to be sure that it
has been properly maintained and tested under load. [fyou
do not have a back up power source, considerwhether that
could be added to your property or site.

+ Back-up your compauter systern. Maintain a copy of important
files and take them to a safe location; o, have a data storage
firrm regu larly updata your system via the Intemat and
rmaintain a copy for you.

*  Maotify vendors, custorners, clients, suppliars and insurance
companies of your plan, along with employess, Maks sure you
hawe a phona list of all those who may b= impacted directhy.

« Maintain a list of criical business machinery, materials, or
other resources that you use and planaccordingly. A proactive
step will include locating alternative facilities, equipment and
supplias. You could alse consider a reciprocity agresment
with anather businass.

*  Secure job-site rateriab and protect materials from theelements
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