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Disaster Preparedness

� Fact:  The majority of businesses that shut 
their doors following a severe property 
loss never re-open them.



Our Goal
� The proper plan coupled with the proper 

insurance coverage will reduce or 
eliminate the risk associated with a 
significant loss.

� Today we’ll focus our efforts together on:
1. Brief overview of plan components
2. Key coverages for disasters

� Property
� Business Income/Extra Expense



Brief Overview of a Business 
Contingency Plan
1. Identify potential disasters (ie. Fire, Tornado, 

Flood, Ice, Pandemic, etc.)
2. Create a plan to respond to these scenarios
3. Detail who will be responsible for what actions 

and how they will communicate.
4. Practice your plan.
*  Communication with employees, customers, and 

vendors is a key component.
*  Preservation of data (back up off-site) is another 

key component.



Key Insurance Coverages

1. Proper building, stock, and equipment 
(contents) coverage amounts.

� Can you replace what you have?

2. Business Income & Extra Expense 
Coverage

� Can you financially sustain a shutdown or 
slow down in operations?



Insurance Considerations

Building Values



���������	
���
����
��
���

1. Importance of keeping insurance values 
up-to-date.

2. How do we obtain accurate building 
values?
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� It’s impossible to rebuild yesterday’s 
buildings at yesterday’s prices.

� Average Yearly Increases for Construction 
Costs:

� From 2003 to 2004   +5.4%
� From 2004 to 2005   +9.5%
� From 2005 to 2006 +10.6%
� From 2006 to 2007   +7.7% 
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� What Value do we use?

� Replacement Cost: cost to replace an entire building with one of 
“like kind and quality.”

� “Bricks & Sticks”

� Market Value: Price you would expect to pay for the property in a 
given area.  

� Includes land, location, accessibility, supply & demand

� Reconstruction Cost Appraisal – replacement cost estimating 
software.

� Factors in Square feet, Labor rates, cost of materials, overhead, 
profits, fees,  using current methods of construction.

� We provide a  full replacement cost appraisal.  Measurements, 
photos, values, diagrams. 
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Insurance Considerations

Business Income /
Extra Expense



4 Key Questions

1. How long would it take you to resume full 
operations after a disaster?

2. Who would you continue to pay during a 
shutdown or slow down?

3. How much would it cost to rent / lease facilities 
and equipment?

4. If a key supplier or customer had a major 
disaster, would you be significantly impacted?







Conclusion
1. Develop a plan and practice it.
2. Communication is key during & after a disaster.

• Employees
• Customers
• Suppliers

3. Preservation / restoration of data is critical.
4. Critical insurance coverages:

• Adequate property coverage (Reconstruction Cost 
Appraisal

• Business Income / Extra Expense (Analysis / 
Worksheet)

5. Contact us if you need assistance.


