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ABS'A'RACT 

Fire insurance is a branch of general insurance business which 

takes care of risks associated with property. This project was 

embarked on to redress the apparent lack of awareness of fire 

insurance. It's m in objective was to investigate into and document 

the fire insurance practice in Kenya. 

The primary data for this project was collected using 

questionnaire and interview methods. Secondary data was collected 

through literature reviews of books, newspapers and magazines in 

the Lower Kabete Campus, Kenya Re, The College of Insurance and 

The Commissioner of Insurance libraries. The findings of this study 

can be used as pointers or guidelines to the practice of fire 

insurance in Kenya. 

From the secondary data gathered, it was established that 

there are 39 insurance companies underwriting fire business. Old 

Mutual Insurance company transacts life business only. There are 3 

reinsurance companies in Kenya, namely Kenya Re, Zep Re and Africa 

Re. East Africa Re was established when this project was being 

compiled. It was established that there are several categories of 

intermedia~ies who participated in one way or the other in the fire 

insurance practice. Among these intermediaries, we have 168 

registered brokers, 8024 registered agents, loss surveyors, loss 

adjusters and investigators. 

The findings also show that most insurance companies offer 

f're commercial/industrial, domestic package, all risks, computer 

nd contractors all risks policies to their insureds to cover ir 
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risks. Apart from just the simple insurance cover for fire, 
insurers offer other services such ab surveys, loss adjusting and 
advise insureds on risk improvem~nt methods. 

It was also established that insurers have different practices 
when it comes to underwriting. Thus not withstanding that most 
insurers regard the seven underwriting factors outlined in table 14 
as important, their underwriting practices will differ from one 
insurer to another. That is why discounts and loadings vary from 
one insured to another and are based on the information provided by 
the proposer (insured to be) in the proposal form or the surveyors 
report (where a pre-acceptance surveyor is conducted) . 

Further, it was established that insurers differ in their 
claims practice, there are certain factors which they all consider 
when settling claims. To guard against fraudulent fire claims, 
insurers appoint adjusters, surveyors or investigators to 
investigate and furnish them with a report about the fire claims 
lodged. They also require the insured to call the fire brigade 
immediately a fire breaks out, report to the police and fill a 
claim form. 

The Kenya fire insurance market consists of sellers, middlemen 
and the buyers. The sellers (Insurance Companies) do not follow the 
modern marketing concept but instead sell their services directly 
or through middlemen. The most popular method of getting new 
business is through insurance brokers and/ or agents. 

This study also established that most companies reinsure risks 
n excess of their capacity. In addition, it is compulsory to c d 
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25% of each and every risk underwritten to Kenya Re. In the 

treaties 25%, 5% and 10% of the treaty business go to Kenya Re, 

Africa Re, and Zep Re respectively. 

Finally, the findings of this study have come up with 7 

underwriting f ctors that insurers consider when writing fire 

insurance. These are summarised in table 14. 
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1.10 BACKGROUND 

CHAPTER ONE 

1.00 INTRODUCTION: 

Security and protection against losses or contingencies, based 
on the principle of mutual cooperation, have existed in most 
societies since the early days of civilization ( Kharnala, 1985:1). 
Various forms of insurance have evolved over time to serve as some 
of the means of providing such protection and security. One of 
these forms of insurance is fire insurance which takes care of 
risks associated with property. 

The horne is undoubtedly one of the most important, and 
probably most valuable investment that an average consumer will 
ever make. It therefore follows that protection against damage to 
the dwelling is a central part of every family's insurance program. 
In the same token, Industries and Commercial buildings play a key 
role in a country's economic growth. Their continued protection or 
immediate reinstatement or repair in case of their destruction by 
fire is of paramount importance if growth is to be sustained. 

In Kenya, as elsewhere in the world, Insurance against fire is 
provided fo~ by various policies vide Domestic (house-holder's or 
house owners) policy, All Risks ( domestic and commercial ) policy, 
Fire (Commercial or Industrial) policy, computer policy and 
contractors all risks policy. 

One of the cornerstones of Kenya's development strategy in the 
post-independence era was the economic growth through rapid 

n strialization. Industr'es were to be the b ckbon o K ny , 
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providing solutions to critical problems facing the country then 
and even today, namely, poverty, unemployment, overpopulation and 
illiteracy. Many of these dilemmas are partially solved. But 

Industrializ tion and Urbanization also brought in their wake 
numerous oth r h z rds such as environmental pollution, accidents, 
fires and explosions. 

Fire is one of man's most valuable servants but has also 
proved to be one of his most destructive enemies (Green, 1986:250). 

During 1986, for example, the estimate of the fire damage in the 

United States of America was 5,850 Lives lost and property worth 
6.7 billion dollars damaged (Green, op cit, adopted from Karter Jr, 

1987). Statistics has shown that residential fires are the most 

numerous type of building fires but contribute a small percentage 
of total losses as opposed to Industrial or Commercial fires which 
are fewer but contribute the highest percentage of the total losses 
{Green, 1986:251). 

A tragic factor about fires is the catastrophic damage of 
which they are capable. British Insurers, for example, reported 
that a fire at Ordnance Depot at Dannington in 1983 was responsible 
for a loss 9f 165 million pounds (Post, 1990:6). 

The Eastern and Southern Africa region is estimated to have 
a total of current annual insurance premium income of US $650 

million. Out of the US $650 million, approximately US $125 million 
is for fire and special perils. Invariably, fire is the second 

rg st non-life branch after motor and constitutes on the aver g 

bou 25 P r cent o the total non-life mark t (App nnah, 1987:17). 
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From Appendix 10 (Kenya non-life market results) ,it is evident that 

fire is the second largest non-life business in the Kenyan market 

after motor business. The importance of fire insurance can not 

therefore be ove emphasized. 

Despite it's importance, the insureds tend to under- or un

insure their property. According to Irukwu (1989:12), only about 10 

per cent of the fire losses in Nigeria is insured. 

The problem of under-insurance or failure to insure against 

fire is not found in African Countries alone. According to a study 

done in California, there was increasing evidence that much of the 

property damaged was un-insured or under-insured (post, 1990:9). 

Property is said to be un-insured when there is no insurance cover 

in force to provide for compensation in the event of a loss. Under

insurance occurs when the sum insured is below the actual value of 
the property insured. 

Fire insurance has been experiencing heavy claims due to 

increased fire outbreaks. As a result of the increased fire 

outbreaks, every one is currently paying the price of fire damage 

in terms of loss of life, damage to property and increases in fire 

insurance premiums. Hence, the old adage that, 'prevention is 

better than cure' is very much applicable in fire losses (whether 

insured or not) as it is in other facets of life. 

The need for protection against fire losses has subsequently 

led to the growth of other associated professions such as fire 

surveyors, fire loss adjustors and fire investigators (Njoroge, 

1989: 8) · Thus, fire nsurance h s provi e mploym nt 
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mechanism. Atieno {1987) conducted a study on the attitudes of the 

middle class income group towards life assurance. He discovered 

that middle class people in Nairobi generally held negative 

attitudes tow rds life assurance. Omondi (1988) studied the 

operations of th Kenya Insurance motor pool and found out that it 

was faced with high rate of accidents resulting to adverse claims 

experience of the pool. 

Many other papers and research studies have been written on 
several aspects of insurance. Very few of them, however, have 

touched on fire insurance. Some of the papers which have 

superficially dealt with fire are; Kithinji {1990) who wrote a 

paper on the development of fire insurance in Kenya, Irukwu {1989) 

who addressed fire losses and their effects on the national economy 

of Nigeria and, Njoroge (1989), who wrote on the fire insurance 

business in Kenya. It should however be realised that these papers 

have tackled the topic of fire insurance in passing and none of 

them is based on any empirical research. Indeed, a diligent search 

for the available research works has revealed none that has been 

conducted on fire insurance practice in Kenya. Hence the need for 
the current study. 

1.30 OBJECTIVE OF THE STUDY 

The main objective of this study is to investigate and 
document the operations of the Insurance companies as far as fire 

insur nee business is concerned. To facilitate the achievement of 

this obj ct've, he allowing areas will be inves ig t d: 



1. The composition of the Kenya fire insurance market. 

2. Types of fire policies and other services offered by fire 

insurers as well as the underwriting and claims practice in 

the fire business 

3. The und rwriting factors that insurers consider before 

accepting a fire risk. 

4. Reinsurance and marketing of fire insurance business. 

5. Government supervision. 

1.40 IMPORTANCE OF THE STUDY 

The study will be important to: 

a) The general public because it will enable them understand and 

appreciate fire insurance. 

b) The Insurance companies because it will offer suggestions 

about those areas of their operations that do not live up to 

the Government and public expectations. Although no primary 

data was collected concerning the shortcomings of insurers 

operations, the literature review indicated the areas where 

insurers have failed to meet the public or Government 

expec~ations. suggestions for improvement will then be 
offered. 

c) Academics as it will serve as an eye opener for further 

research in specific aspects of the fire insurance practice in 
Kenya. 
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opportunities, directly in the insurance companies as well as the 
associated professions, to hundreds of people in Kenya. 

1.20 STATEMENT OF THE PROBLEM 

Insur nc pl ys a very important role in the Kenyan economy. 
Data on returns from insurance companies available from the Office 
Of The Commissioner of Insurance indicates that in 1992 the total 
premium income amounted to Kshs. 7,498,678,336 this being 0.03 per 
cent of our GDP in the same ye.ar. The 1992 GDP was K£11315. 62 
million which is equal to Ksh.226212.4 million (Development plan 
1994-1996:13). Non-life premium in 1992 amounted to Kshs. 
5,578,373,000 this being 0.02 per cent of the GDP during the same 
period. 

Despite the significance of insurance, in general, fire 
insurance included, majority of Kenyans treat it with skepticism 
and reservation. Skepticism can be traced to among other things 
ignorance on the part of the public and it's (public) specific 
complaints against the insurance companies (NUISA, 1990:5). Several 
studies have been carried out in the process of investigating the 
much wider subject of insurance. Irukwu (1977) conducted a study on 
insurance management in Africa. His findings relate more to west 
Africa and his country of origin, Nigeria, than to other parts of 
Africa· Khamala ( 1985) conducted a study on the life assurance 
pr ctice in Kenya. He found out that the industry experienced some 
problems, most of which were trac able to the general lack o 
knowl dg by the aver ge policyholder abou th li e ssuranc 



CHAPTER TWO 

2.00: LITERATURE REVIEW 

2.10: THE COMPOSITION OF THE FIRE INSURANCE MARKET. 

In this study, the insurance industry is taken to mean all the 
insurance camp nies operating in Kenya as well as the buyers and 

Intermediaries in the insurance business. The buyers comprise the 
commercial sector as well as the general public. An intermediary is 
taken to mean any company that performs insurance related business 

either to facilitate the underwriting process or the settlement of 
claims. Intermediaries include all Insurance brokers, Insurance 

Agents, the Loss adjusters and the Investigators. These are 

discussed in various sections of this chapter. 

In this section I will briefly discuss the role played by the 
insurance Companies. The Insurance Companies provide a financial 

service in the sense that they support the industries producing 
goods or offering services. The buyer of Insurance, whether a 
private individual or a large corporation places his financial risk 

in the hands of an insurer in return for a premium. (Dickson, G.C.A 
1986:68). 

In the Kenyan scene, we have one insurance company transacting 
one form of insurance only. The said company is Old Mutual that 
transacts Life business only. All the other companies transact both 

life and general businesses. Insurance companies which transact 
several businesses are referred to as composite companies. 

Majority of the Insurance companies are priva e owned by loc 1 
propr' tors. In this c tegory we have Corporate, Ga ew y, Unit 
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Geminia, Kenya Alliance and the Monarch insurance companies among 

others. Kenya national assurance company is state owned while 

Jubilee and Pan Africa are publicly owned (quoted in the stock 

exchange). The Union, Alico, British America are foreign owned in 

the sense th t loc 1 ownership is beiow 51% 

We also have the Reinsurance companies. Reinsurance according 

to Dickson G.C.A (1986:179) means 'insuring again', and entails 

insuring with someone else part (or all) of the risk which has been 

insured by a member of the public, that is, insurance of insurance. 

All insurance companies are legally bound to reinsure with Kenya Re 

(the local reinsurance company) 25% of all the direct business 

written in Kenya. Other reinsurers in the market include the Africa 

Reinsurance and the PTA (ZEP) Re to which the insurance companies 

are required to reinsure 10% and 5% respectively (in their 

treaties). Private reinsurers are expected to start operating soon 

because of the structural adjustmen~ programmes taking place in 

Kenya· A case in point is the East Africa Reinsurance company 
limited which was 

locally owned and has 

(Luseno, 1994: 5). 

launched on November 1st 1994. It is 

a share capital of Ksh. 300 million. 

2.20: THE ORIGIN AND DEVELOPMENT OF FIRE INSURANCE 

As a whole, insurance in it's present form has been practiced 

for a long time. Marine insurance, the earliest form of modern 

insurance appears to have had it's origin in Italy around the 

thir e nth c ntury (Vaughn, 1989:64). 
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Very little literature on the insurance industry in Africa 
exist today. It is however evident that insurance in it's modern 

form was unknown to Africa until the early part of this century 
(Irukwu, 1977:7-10). Insurance was introduced to each African 
country by the e rly European settlers. The former British 
colonies, such as Kenya, received the idea of modern insurance from 

early British Merchants, and insurar.ce practices in these areas are 
almost entirely patterned along British lines. Likewise, those 

African countries that came under French, Germany, Portuguese, or 

Italian influence, adopted the insurance practice of their colonial 
masters (Irukwu, 1977:8). 

In Kenya dealings in modern insurance began in 1904 when the 
London and Lancashire Insurance company limited appointed agents 
for fire insurance business only in Nairobi (Kithinji, 1990:12). 
Those Agents transacting Insurance business were subsidiary offices 
of U.K. Insurance companies. Other companies followed suit 
appointing as their agents banks, general traders, solicitors or 
firms of accountants. 

Before the formation of the Kenya Reinsurance Corporation (in 
1970) there .was no co-ordinated effort by the Insurance Industry to 

record the historical development of the insurance business in 
Kenya. The only written documentation found are the minutes of the 
Insurance Association of Eastern Africa. 

The earliest minutes on record are dated 4th,january,1935. 
Th se m"nut s are records of the transactions of the Associ tion 
only P rt cul r y wi h regard to the ixing of r s o h i 
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workmen's compensation, motor, and marine insurances (Kithinji, 

1990:12}. It may not be surprising to note that the association was 

controlled from London and major changes or amendments to the 

constitution nd r,t s had to be referred to London. 

Kenya has borrow he vily from the U.K. insurance market in that 

it h s confidently adopted to changes from the U.K. market. A case 

in point is the abolition of the tariff in Kenya which followed the 

same trend as the U.K. and the change of name to Association of 

Kenya Insurers (AKI) which was done following a similar change in 

the U.K. market ( Kariuki, 1991:22}. 

Since the 1970's, a great deal of economic development has taken 

place in Kenya. Industrial projects of all sizes have been 

initiated and completed throughout Kenya. This development has 

meant more buildings and machinery which require cover for fire and 

special perils. Kenyans have also set up their own businesses which 

require fire and burglary insurance. They also own private dwelling 

houses which they would like to insure under the domestic package 
policy. (see appendix 4 ) 

With the rapid growth of the commercial, industrial, and domestic 

sectors in ~enya since independence, the demand for fire insurance 

has risen year after year. statistics has shown that fire business 

has grown by 11 per cent annually from 1977 and fire business alone 

accounts for approximately 19 per cent of the total non-life 
premiums annually (Njoroge, 1989:18). 

From ppendix 10, it can be seen that fire insurance is the 
s cond rg st c ss o g n r 1 nsurance bus· ness r motor 



insurance. Gross premiums on fire insurance grew from Ksh. 530 
million in 1988 to Ksh. 894 million in 1992, while those of motor 

insurance (the leading class in general business) increased from 

Ksh. 1394 million to Ksh. 2352 million over the same period. 

2.30: TYPES OF POLICIES FOR FIRE INSURANCE 

2.31: The kenya standard fire policy 

The basic Fire Policy wordings have not changed. The Tariff 
Fire Policy is the main policy that is adopted by all the Insurance 

Companies in Kenya. During the introductory stages of Fire 
Insurance, the policy wording and rating were determined and 

strictly controlled by the Fire Committee Of The Insurance 

Association Of East Africa. The majority of the companies operating 

in Kenya up to 1980s when the fire tariff started falling apart 
were members of the Association. Under the tariff agreement members 

charged rates stipulated in the tariff. A member had to make an 
application for any amendment of thP. rates, or in case of a new 

risk not catered for. If it was a major change, the association 

originally had to refer the matter to London for determination. 

Accor~ing to Kithinji the above practice brought stability in 

the rating of fire insurance in that it removed the unnecessary 
competition and helped in maintaining the rates at an economical 
level. This is because the capacity of non-tariff companies was 

very small and they were not allowed by the tariff companies to 
d n co-insur d policy (K'thinji, 1990:14). 
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The tariff rating still remains the most important source of 

rates and is taken as reference by all insurance companies in 

Kenya. However, section 75 of the Insurance Act 1985, provides that 

all insurers should ile with the commissioner of insurance a 

schedule or m nu 1 o rates of premium proposed to be used. The 

commissioner h s powers to ask the company to modify or revise the 

schedule or manual rates before he approves them (Insurance 
Act,1984:67). 

Each insurer is supposed to file with the commissioner of 

insurance at the time of registration or renewal, specimens of the 

policies for the businesses it intends to transact. 

The fire insurance policy issued by most insurance companies 

in Kenya is more or less standard in the sense that the wording and 

ratings are similar across the companies transacting fire insurance 

(refer appendix 3). Most of the differences are in the conditions 
and endorsements to the policy. 

2.31.1 Definition of fire and the standard fire policy cover 

A fire may be defined as combu3tion in which oxidation takes 

place so rapidly that a flame or glow is produced. The fire must be 

hostile, that is, it must be of such a character that it is outside 
the normal confines (Green, 1986:256). 

According to Peverett (1981:56), the word 'fire' is used in 

its popular meaning, and the old adage that, "there is no smoke 

w•thout a f're" is false. Overheated materials can give lot of 

mok but h re is no " ire" un ess there is ctu 1 igni ion. 
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As far as insurance is concerned, the fire that is covered is 

of specific type and implies the actual ignition of something which 

ought not be on fire. This again implies that the fire must be 

hostile or unfri n ly. A friendly fire is that which is within the 

confines which i w s intended. For fire to qualify for insurance 

cover, it must be accidental or fortuitous as far as the insured is 
concerned. 

In addition to the direct loss by fire, fire insurance also 

covers other circumstances in which the loss is so closely related 

to the fire that it is regarded to be caused by it. These according 
to Hall (1985:7/1), include; 

Property damaged by water or other extinguishing agents used for extinguishment purposes. 
Damage caused by fire brigade in the execution of their duties, for instance, in gaining access to the fire base. Property blown up to prevent the fire from spreading. Damage caused by falling walls or parts of the building in which the fire takes place. 
Loss or damage to property removed from a burning building caused by rain, theft or damage during removal, provided that the removal was justified and the insured takes steps as soon as it's reasonably possible to protect the removed property from further damage. 

The above losses are covered since they are often an 

inevitable result of the fire itself. Fire is therefore the 

proximate C?Use of loss because it was within the contemplation of 
the contract. 

Fire insurance, is therefore, the provision against losses 

caused by fire, lightning, and other related perils. The insurer 

grees or a fee, to reimburse the insured in the event of such an 
occurr nc . 
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2.31.2 Need For Fire Insurance 

( i) 

(ii) 

(iii) 

The need for fire insurance arises from three basic facts: 

The existence of material property susceptible to damage 

or d struction by fire or other perils covered by the 

fire policy. 

Th ( ct that material property has intrinsic value 

measurable in terms of money recognized by the economic 

benefits of the society. 

The fact that the occurrence of a fire will result not 

only in loss or damage to material property but also 

other consequential losses such as loss of production 

causing loss of profits. 

Fire insurance has grown up from the recognition that the loss 

of indi victuals can be made good by the insured community. The 

purpose of fire insurance is, therefore, to spread the loss, but it 

does not prevent fire waste. 

2.32: Fire Exclusions (Refer conditions s, 6 &7 appendix 3): 

Some of the perils that are specifically excluded are: 

-Explosion:. The intention of this exclusion is clear, namely, the 

doctrine of proximate cause will not apply, so that notwithstanding 

fire being the proximate cause, insurers will not be liable for any 

resulting explosion, except for explosion of boilers or gas used 

or domestic purposes. Cover for this peril is granted in return 

or n ddition 1 premium based on the occupation of the pr mis s. 



-Earthquake or Subterranean fire: Ea~thquake here refers to fire 

loss resulting from earthquake on payment of additional premium, 

Earthquake may be covered. When earthquake risks are covered, 

particular attentio n mu s t be paid to the locality of the property, 

for the risk r quires s pecial rating according to its situation and 

the susceptibility of the neighborhood to earthquakes. 

Subterranean fire means fire of volcanic origin or a burning coal 

mine or oil well (Gamlen, et al 1991:40). 

-Its own spontaneous fermentation, or heating, or combustion: A 

good example of spontaneous heating is hay which has been 

insufficiently dried before stacking. The introduction of the words 

"its own" limits the operation of proximate cause and results in 

the effect of spontaneous combustion being limited to the stack 

which goes on fire. If the fire spreads to other property or 

buildings, these would be subject to a valid claim. 

include war invasion act of 
-Other exclusions 

military, usurped 

foreign 

and power, martial law, bush fire, 

attributed to nuclear weapons. 

enemy, 

damage 

Although this listing is not exhaustive, it is 

draw the r~aders attention to their (exclusions) 

intended to 

presence and 
consequences in the standard fire policy. 

2.33 Other Types of Policies 

2 -33.1 Domestic package or household policy (Appendix 4) 

These insurances h ave been · ssued for m ny y ars to cov r 

r'v t houses n he'r conten s n respec o wid r ng o 
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specified perils and liabilities. They are beneficial to the 

insured and have been a useful source of additional premium income 

to insurers.(Gamlen E.et al 1991:109). There is nothing like a 

"standard" dom stic pcckage or household policy. This has led to 

a widening of th cov r provided and the provision of a number of 

'add on' xt ns'ons. The opportunity has also been taken to reissue 

the policies in plain english as far as possible, which makes for 

easier reading and understanding of the cover and the conditions. 

Appendix 4 shows a sample Domestic package insurance 

prospectus which gives the policyholder the benefit of 5 policies 

in a single package as highlighted in the following paragraphs: 

Section A: This covers the insureds house comprehensively against 

fire and other perils, subject to exclusions. 

Section B: Covers the insureds contents against loss or damage 

caused by fire, lighting, thunderbolt, earthquake, subterranean 

fire, explosion, riot and strike and burglary. For an exhaustive 

listing of the risks covered, please refer to Appendix 4 section B. 

Section C: Covers the insureds valuables against loss or damage 

caused by burglary, fire, theft from person, loss in transit or 

while trave~ling and accidental damage. Items covered under this 

section includes jewellery, watches, personal effects and works of 

art. The principal exclusion under this section are war, civil 

commotion, wear and tear, depreciation and damage due to moth, 
r storing or renovation. 

s 
Cov rs the domestic serv~nts against death or injuries 

su t in hilst work. The m ximum number th C n b CCV r d 
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are three. Beyond this limit, the proposer can effect a workmen's 
compensation policy. 

Section E: Covers the insured against his liabilities to members of 

the public who might be injured as a result of negligence in the 
process of occupying or effecting occupancy as the owner of the 
house. 

Section F: Covers the insured for his liabilities to members of the 
public as tenants. 

Conditions found in the DP policy: 

1) The insured may not leave the house for more than 30 

consecutive days without an occupant if the subject matter of 

insurance is the building and neither is he to leave the house 

for more than 7 days without an occupant in the case of 

contents, in each case, he must arrange for proper and 

approved security. However, the tariff provides endorsements 

(see appendix 9) by which the Insured may extend cover during 

days of un occupancy upon payment of additional premium. These 

additional premium varies from Insurer to Insurer. 

2) The pr?poser must be willing to insure all his contents in the 

house, that is, he cannot pick the most vulnerable items and 
leave the others. 

3) The insured must specifically list all items that are 

serialised, eg. TV and Video sets, radios and cameras. He must 

lso list all the items that are at least 10\ of the tot 1 
moun in th sch dul . 

. 7 



2.33.2 All Risks Policy 

All risks cover has been available for contract works, 
specified valuables, personal property, professional equipment and 

for domestic buildings nd contents. (Peverett 1981:103}. 

All risks policy does not cover all the risks under the sun. 
The it ms th t re normally covered under this policy are; 
Jewellery, pictures, cameras, watches, computers, binoculars and 
spectacles, to name but a few. 

All risks policy,basically covers risks of fire, theft and 
accidental damage to the insured item(s} whilst in any premises or 

in transit in the country it is restricted to. It should however be 

noted that the list of the insured perils varies from insurer to 
insurer and every policy wording is different. (Peverett 1981:113}. 
All risks cover is available for domestic buildings and 

industrial/commercial premises. These policies list the usual 
insured perils or contingencies in the conventional manner with the 
extensions. All risks cover can be effected separately by 
completing the all risks proposal form (Appendix 7} or through 
completion of section c of the Dp proposal form. 

2.33.3 Contractors All risks policy 

Contractors All risks policy covers the contractor (insured} in 

respect of loss, destruction or damage to property insured whilst 

on the contract site arising from any cause for which the insured 
s r sponsible in accordance with the terms of the contract subj c 
o policy xclusions. 
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cover includes the unfixed materials or equipment on site for 
incorporation in the works and all items of construction plant, 
equipment and tools. Temporary buildings for use as site offices, 
mess accommodation, workers' camp, stores, workshops and their 
contents r l o cov red. The above extends to include architects 
and other pro ession 1 fees, and also the removal of debris. (Hall 
C.E 1985:8/10). The exclusions are basically those applicable to 
any All risks cover. 

2.33.4 Industrial All risks Policy 

This provides cover to industrial concerns against the 
following 

(a) 

(b) 

(c) 

(d) 

perils; 
Perils of a chemical nature eg. explosion, spontaneous fermentation, heating and combustion. 
Social perils eg. riot civil commotion, strikers and locked out workers. 
Perils of nature eg. storm and tempest, flood, earthquake and subterranean fire. 
Miscellaneous perils eg. Aircraft and devices or articles dropped there from, overflowing of water tanks, impact by road sprinkler leakage. (Hall C.E. 1985: 7/6). 

other aerial 
bursting or 
vehicles and 

The above policy is intended to avail cover for the insured 
against perils that are normally excluded under the fire commercial 
or industri.al policy. 

Industrial All risks cover is subject to many exclusions. Some 
of these include risks such as theft, fraud engineering risks, 
money, jewellery, glass and other fragile objects, computers and 
vehicles l'censed for road use. These can be specifically included 
on P ymen of additional premiums. However, some may be cover d by 
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use of other policies that are available in the general insurance 
business. 

2.40: The Insurance contract: 

The gre m n be ween the two parties, the insurer and the 
insured is set out in a policy of insurance. This agreement may be 
defined as a contract whereby the insurer in return for a 
consideration, known as the premium, undertakes to indemnify the 
insured against financial loss which he may sustain by reason of 
certain defined property insured being lost, destroyed or damaged 
by fire, or other stated perils, within a stated period, the 
liability of the insurer being limited to a specified amount, 
called the sum insured.(Gamlen, E. et al 1991:4) 

The essential requirements for a fire insurance contract are 
that there must be: 

(i) An unrevoked offer and an unqualified acceptance; 
(ii) 

(iii) 

No misrepresentation or concealment of material facts; 

Conformity by the subject matter with the law - for 
example, the insurance of property belonging to a person 

~ho is an enemy alien has been held to be illegal; 
(iv) Insurable interest; 

(v} 

(Vi) 

Some consideration for the cover granted. {Gamlen E. et 
al 1991:5) 

Capacity to insure: Persons of unsound mind or minors 

m y not effect a binding contract o fire insur nee. 
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(vii) Utmost good faith: This requires that any information 

about the risk that is known to one party should be known 

to the other. 

2.50: UNDERWRITING OF FIRE INSURANCE 

The t e rm underwriting is broadly used to denote the principles 

and practices concerning the acceptance or rejection of risks, the 
total amount of acceptance, and the amount of retention for 
insurer's own account and the treatment of the balance, the 
reinsurance. 

According to canar (1979), Underwriting is the process of 
sifting new proposals, of deciding whether or not the risk they 
outline are acceptable, and if so on what terms. 

2.51: Objectives Of Underwriting: 

(i) 

(ii) 

(iii) 

The main responsibility of an underwriter is to: 

guard against adverse selection; 

Secure adequate volume of exposures in each class; and 

Guard against congestion or concentration of exposures 

that might result in a catastrophe. (Vaughan, E.J, 
1989:100). 

2.52: Proposals and Proposal Form3: 

The request for i nsurance to be give n or for premium to be 

quo is known as a proposal and may be made orally or in wri ing 
(G n, E , 199 :5). It should be appr ci t d, how v r, h 
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the proposal, consisting of the state"ents, either oral or written, 

made by the proposer, form the basis on which the policy is issued. 

The proposal form for fire insurance (appendix 5) consists of eight 

sections; 

( 1) 
( 2) 

( 3) 

( 4) 

(5) 

(6) 

(7) 

( 8) 

The proposers n me, address, and occupation. 
Canst uction of buildings, that is, materials used for 
construction of walls and roof. Number of storeys that the building has. 
Use of the buildings - details as to whether the building will be occupied for residential or business purposes are sought. Insured is supposed to give details about machinery, if any, 
and the source of power. 
Hazardous goods - disclosure of the type of hazardous goods and their quantity in the building is required. A list of what comprises hazardous goods is provided in the proposal form. 
Adjoining buildings - If the building is attached to others, the construction and occupation of the attached building is necessary. 
~dditional perils - Fire insurance cover can be extended to lnclude explosion, earthquake 1 bush fire, riot and strike, and malicious damage, upon payment of additional premium. 
Insurance history - The insured is required to furnish details on previous insurance history. 
Financial interest - Disclosure of companies, for example, mortgage which might have financial interest on the building or property is required. 

A~pendix 6 (Domestic Package proposal form) , consists of the followlng sections: 
(1) Na~e, .address and occupation of the proposer. 
(2} Bu1ld1ngs and their address. 
(3) Contents to be insured. 

The 
(4) 
(5) 

following extensions to the policy are also provided; Workmen's compensation and . , 
Personal liability. 

It is usual practice for insurers to require a proposal form 

to be completed in connection with trade risks and it may be 

observed th t a proposal form is also required for insurance on a 
priva e house often termed as ·'domestic package" insurance. 
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All Risks Proposal 

It requires the insured to fill his name, address and 
profession or occupation. It is intended to provide the proposer 
with an opportunity to insure his property and his family's 
property. 

There 
( i) 
(ii) 
(iii) 

(iv) 

(v) 
(vi) 

(vii) 

is provision for insurance under 7 items namely: Furs 
Watches 
Sports gear, field glass, guns, sticks, umbrellas, lampkit, portable radios. 

Weaving apparel and personal effects i.e clothing, toilet articles and pens. 
Cameras, projects & accessories. 
Jewellery, personal ornaments, gold & silver articles. 
Household effects such as linen, books, clocks, china, glass, wireless sets. 

Under each item, the insured is supposed to furnish details of 
serial numbers and make of the item plus its value. 

The completion of a proposal form does not imply that the 
property is automatically insured; it is necessary for the insurers 
to consider the case, following which they will indicate their 
acceptance or otherwise. Many proposal forms bear a printed 
statement to the effect that the property is not covered until the 
risk is acsepted and the premium paid. 

2.53: Underwriting policy: 

Underwriting begins with the formulation of a company's 
und rwriting po icy, which is generally established by the officers 
inch rge o underwrit'ng. The underwriting policy establishes the 
r ork · hin which th d sk n erwri rs m k d cisions. Th 
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policy specifies the lines of insurance that will be written as 

well as prohibited exposures, the amount of coverage to be 

permitted on various types of exposure, the areas of the country or 

region in which ch line will be written, and similar restrictions 

(Vaughan, 1989:101). 

2.54: Underwriting Process: 

To perform effectively, the underwriter must obtain as much 

information about the subject of insurance as possible within the 

limitations imposed by time and the cost of obtaining additional 

data. There are five sources from which the underwriter obtains 

information regarding the hazards inherent in exposure: 

(i) Application containing the insured's statements 

( ii) 

(iii) 

(proposal form) . The questions on the proposal form 

are designed to give the underwriter the 

information needed to decide if he or she will 

accept the exposure, reject it, or seek additional 

information. 

Information from the agent or broker. 

Investigations: In some cases the underwriter will 

request a report from an inspection company that 

specialises in the investigation of personal 

matters. All the information is pertinent in the 

decision to accept or reject the application. 

(iv) Information bureaus; eg Police criminal or accident 

r cords. 
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(v) Physical examination or inspection. In case of life 

assurance, this is done by a physician while in 

property insurance, a physical examination on the 

pr mis s is conducted by an agent of the insurer or 

comp ny r presentative of the insurer. 

The underwriting process begins when a proposer (the Insured 
to be) proposes insurance either by writing or by visiting the 
Insurance company. In most cases, the proposer fills a proposal 
form. When the proposal form has been completed, signed and dated, 
then the role of the Underwriter comes into play. The Underwriter 
will look for different factors depending on the class of insurance 
proposed (Munguti, 1992:20). 

Underwriting is based on selection and rating. Selection 
implies that there are some acceptances and some rejections or that 
not all the proposed risks are accepted for insurance. Rating of 
insurance contracts is another specialized part of the underwriting 
process. The premium rates are calculated based on the experience 
in the underwriting process. The ultimate underwriting objectives 
are; the production of a large amount of premium income sufficient 
to maintain. and progressively enldrge an insurers company and the 
earning of a reasonable profit on the operations. 

A general description of underwriting is then simply the 
selection and rating of risks which are offered to an insurer. 

2 



2.55: The Underwriting Practice: 

Underwriting practice is the process followed by Insurance 
companies in their selection and rating of Insurance proposals. It 
implies the m sur s undertaken by the insurance firms before an 
insur nee propos 1 c n be accepted and premiums set. It involves 
compliance by th insured with certain policy conditions before the 
insurer can accept a risk. The underwriting practice differs from 
firm to firm and there is no one generally accepted way of 
evaluating a risk. The underwriter uses policy conditions which 
are meant to impress upon the insured the seriousness with which 
insurers regard his or her risk, and to try to protect their 
business from adverse claims. 

The degree of the risk will influence the underwriting 
practice adopted. If the degree of the risk is very high, the 
underwriter will impose many conditions to be adhered to by the 
insured. Generally, underwriters attempt to improve risks through 
taking underwriting measures. 

Due to the rapid increase in motor vehicle thefts in Kenya, a 
recommended anti-theft device is required as an underwriting 
measure when one is insuring his vehicle with an insurance company 
(Bennet 1992:3). In the same token, due to increased fire losses, 
good house-keeping practices, spacing of buildings and installation 
of fire extinguishing appliances are emphasized by Insurers before 
und r aking to insure their clients' buildings and proper y against 
fir risk (Wells, 1992:4). 
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2.56: Post selection or Renewal underwriting: 

When a review of the experience with a particular policy or 
account indicates that the losses have been excessive, the 
underwriter m,y insist on an increased deductible at renewal or may 
decide th<t he ov rage should not be continued and will decline 
to renew it, or ven cancel it outright. 

It should be noted that postselection underwriting is 
restricted by some laws which have been enacted requiring the 
insurer to furnish an explanation of the reason of cancellation or 
declination (Vaughan, 1989:103). 

2.57: PREMIUM DETERMINATION: 

A rate is the price charged for each unit of protection or 
exposure, and should be distinguished from a premium, which is 
determined by multiplying the rate by the number of units of 
protection purchased (Vaughan, E.J. 1989:96). 

In life assurance, for example, rates are computed for each 
$1000 in protection, while in fire insurance, the rate applies to 
each $100 of coverage (Vaughan, E.J. 1989:96). Regardless of the 
type of ipsurance, the premium income of the insurer must be 
sufficient to cover losses and expenses. Theoretically, to obtain 
this premium income, the insurer must predict the claims and 
expenses. The final premium that the insured pays is called the 
"gross premium" and is based on the gross rate. 
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Gross premium is comprised of the pure premium (ie the part 
of premium intended to cover losses) and the loading (ie the part 
designed to provide for the expenses of operation) . 
In general the pure premium is determined by dividing expected 
losses by th numbe r of exposure units. For example, if 10,000 
vehicles g e ne r te Shs. 300,000 in losses, the pure premium is Shs. 
30, Computed as follows: 

Losses = 300000 = Shs. 30 Exposure units 10000 

In loading, the various classes of expenses which provision must be made normally include: 
Commissions 
Other acquisition expenses 
General administrative expenses 
Premium taxes 
Allowances for contingencies and expenses (Vaughan, 1989:96}. 

In converting the pure premium into gross rate, expenses are 
usually treated as a percentage of the final rate, on the 
assumption that they will increase proportionately with premium. 
The final gross rate is derived by dividing the pure premium by a 
permissible loss ratio. The conversion is made by the formula; 

Gross rate = Pure premium 
1-Expense ratio 

Us"ng the Shs. 30 computed in the above example, and using expense 
tio of 0 .4; 

Gross r te =_dQ_ 
1- 0 . 4 

30 _ .. Sh. 5 0 
0 . 6 
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While the pure premium varies with the loss experience for the 
particular line of insurance (eg fire, motor, liability and theft}, 
the expense ratio also varies from one line to another depending on 
the commissions nd th other expenses involved. 

In pr c ic , h r in Kenya, rates are determined by the help 
of the t ri r tes which are then loaded. 
2.57.1 Types Of Rates: 

(a} Class rates - Refers to the practice of computing a price per 
unit of insurance that applies to all applicants possessing a given 
set of characteristics, for example, rates that apply to all types 
of dwelling of a given kind of construction in a specific city. 
According to Appannah (1987:15}, construction is generally 
classified into three categories, the better construction 
warranting lower rates as shown by the following table: 

Table 1: Table of class rates 

Class 1 Class 2 Class 3 eg reinforced eg metal Other roof of cement sheeting over construction corrugated iron or timber iron sheets framework 
private house 
clubs 

cafesjhotels 

furniture 
dealers 

In stablishing the classes to which class rates apply, the r k ust comprornis b tw en a large cl ss, which will 



include a greater number of exposures and thereby increase the 

credibility of predictions, and one sufficiently small to permit 

homogeneity. Class rating is the most common approach in use by the 

insurance industry o y and is used in life assurance and most 

property nd 1' bili y fields. 

(b) Individual rates - Sometimes it is deemed desirable to depart 

from the class approach and calculate rates on a basis that 

attempts to measure more precisely the loss producing 

characteristics of the individual. There are several basic 

individual rating approaches: 

(i) 

(ii) 

Judgmental 

underwriting 

rating 

and 

Here 

ratemaking 

the process 

merge, and 

of 

the 

underwriter decides whether or not the exposure is 

to be accepted and at what rate. This approach is 

used when credible statistics are lacking or when 

exposure units are so varied that it is impossible 

to construct a class. 

Schedule rating Makes rates by applying a 

schedule of debits and credits to some base rate 

to determine the appropriate rate for an industry 

exposure units. 

In commercial fire insurance, for example, the 

rates for many buildings are determined by adding 

debits and subtracting credits from the base rate , 
which represents standard building. The d bits 

nd cr di r pr s nt thos tur s 0 
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(iii) 

particular building construction, that deviate from 

the standard. 

Experience rating - The insured's own past loss 

exper i nee enters into the determination of the 

tin 1 p mium. Experience rating is superimposed on 

class rating system and adjusts the insured's 

premium upward or downward, depending on the extent 

to which his or her experience has deviated from 

the average expArience of the class (Vaughan, 

1989:97). 

2.57.2 Adjusting The Level Of Rates: 

When rates are initially established for any form of 

insurance, the rate is by definition an arbitrary estimate of what 

losses are likely to be. Once policies have been written and the 

loss experience on the policies emerges, the statistical data 
generated become a basis for adjusting the level of rates. 

Generally, insurance rates are influenced by the quality of 

fire protection available where the building is located, the type 

of building. construction, the kind of activity conducted within the 

building, and the degree to which the building is exposed to losses 
orig"nating outside it. 
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2.60: FIRE CLAIMS PRACTICE 

2.61: Claims conditions Found In The standard Fire Policy; 
A glance at the fire policy (appendix 3) indicates that upon the 

happening of c r in p cified events, the following conditions 
will apply: 

(i) The insur r will Pay to the insured (named in the schedule) 
the value of the property at the time of its loss or 
destruction or the amount of damage. 

(ii) Action by the Insured: 

The duty of the Insured is to observe good faith towards the 
Insurers. The Insured must take all reasonable measures to 
extinguish the fire or prevent it from spreading. He must not 
interfere with the Fire Brigade in its endeavors to do 
likewise. If Practicable, he must remove the property insured 
to a place of safety, and he must not obstruct other 
authorised persons trying to do the same. 

In case a loss occurs, there are several obligations that must 
be met by the insured. Violation of any of these obligations may 
jeopardise . the protection. These according to Green (1986:264) 
include: 
(a) Giving immediate written notice to the insurance company or its agent; 
(b) Protecting the property from further damage; (c) ~eparating damaged from undamaged property and furnishing an 1nventory of all property; 

(d) Filing detailed proof of loss within 60 days of the loss.In K ny h durat'on for fil'ng proof of loss is 15 d ys, ple se con i ion 11; App nd'x 3. 
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(e) Submitting all evidence available to the insurer's adjuster to aid in determination of the amount of the loss as may be reasonably required. 

The insured is required to give immediate notice of any 
destruction or d m g , 'n normal practice, the usual method is by 
telephone o th g n or broker, who in turn passes the message to 
th insur 

(iii) Reinstatement: (refer Appendix 3 Condition 14) 

Reinstatement means the restoration of the property insured to 
the condition in which it was immediately before its destruction. 
Total loss is made good by rebuilding the premises or replacing the 
goods with similar goods. 

At its option, the Insurer will reinstate, repair or replace 
such property or any part of it. Such payment or replacement shall 
not exceed the sum insured in respect to the item(s) stated in the 
policy schedule. According to Collins, liability is declared to be 
limited in respect of each item to the sum insured of that item 
and, in all, to the total sum insured (Collins, F.N. 1991:3/2). 
This is in line with the insurance principle of indemnity. 

The p~eamble or operative clause of the policy provides for a 
monetary payment or for the reinstatement or replacement of the 
property in the event of loss. Whilst the option to reinstate is 

v il b e, it is one which insurers very seldom indeed exercise. A 
ry p ym nt is much simpler and very seldom has any attend nt 

co pl·c ons . 



(iv) Material Facts: 

Insurance is a contract of utmost good faith between the two 
parties (the insurer and the insured). The object of insurance is 
not to make profit but to get the loss recouped. It is, therefore, 
necessary th t h insured declares all material facts to the 
insurer nd t k s prop r steps to protect the insurer's interest by 
minimizing the loss. His failure to do so may vitiate his claim 
against the insurer. 

(v} Fraud: See Appendix 3 Condition 13 

This condition states that if a claim is fraudulent in any 
respect or if fraudulent means are used by the insured or by anyone 
acting on his behalf to obtain any benefit under this policy or if 
any damage is caused by the wilful act or with connivance of the 
insured all benefit under this policy shall be forfeited. This 
condition emphasises and explains the implied one of the observance 
of utmost good faith in the making of claims. 

(vi) Average: see Appendix 3 Condition 17 

In Fire; Insurance, the term "Average" refers to a percentage 
used to combat underinsurance. Where Under-insurance exists and 
Average applies, the insured who makes a claim under the policy is 
paid less than the amount he would have received if the insurance 
h d b n properly arranged, that is, for an adequate sum insured. 



The operation of the condition of average can be shown by the 

following example; 

Assume the following: 
- Sum insured Shs. 15,000 

Shs. 3,000 
p op rty at the time of loss Shs. 18,000 

- Loss 
- V lue o . h 

Th insur rs li bility is calculated as follows; 

Sum insured x Loss 
Value 

15,000 X 3000 = Shs. 2,500 
18,000 

The insured bears Shs. 500. 

If the policy caries an excess, this excess is deducted after 

the application of the average. It must not be assumed that the 

insurers can not be called upon to pay the full sum insured. If the 

Property is totally destroyed, there will be a total loss under the 

Policy and the insurer will be liable for the total sum insured. 

(vii) Subrogation: See Condition 15 Appendix 3 

Subrogation is a corollary of indemnity. Because of the link 

between subrogation and indemnity, an Insured is not entitled to 

recover more than he has lost. If he is fully indemnified by the 

third party, he has no claim against the insurers. If the insured 

is indemnified by the insurer, the subrogation condition requires 

him to ensure that insurers right of recovery from other parties 

(before or a ter a claim) are safeguarded. 
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(viii) Arbitration: If any difference arises as to the amount to be 
paid under the policy (liability being otherwise admitted), such 
difference shall be referred to an arbitrator to be appointed by 
the parties in ccord nc with statutory provisions. 

Arbitr ion i m thod adopted to decide differences between 
the p rti s to contract and is not intended to usurp the 
functions of the courts. 

Insurers consider arbitration desirable because of the 
following reasons: 

(a) It is private and therefore reduces publicity that would be 
involved in litigation. 

(b) It is less formal, disputes are settled more quickly and are 
often less costly than litigation. 

The procedure in arbitration follows generally that adopted in 
litigation. 

The above is just but a brief description of some of the 
conditions found in the Standard Fire Policy. The aim of the author 
is not to expound on all the conditions but rather to draw the 
reader's attention to their (conditions) existence, importance and 
applicatio~ in Insurance. 

Insurance is, indeed, subject to a number of fundamental 
conditions and principles which are presumed to apply even when 
there is no express stipulation in the contract, and these are 
some imes described as implied terms. Insurers are not liable, for 

n t nc , o pay for losses which are caused by the wilful 
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misconduct of the insured. This rule clearly does not need to be 
explicitly stated in the policy in order to apply. 

When notified of a claim, the first action of the insurer is 
to ascertain thct h policy or policies, on the property affected 
are in force. 

2.62 Claims settlement Process 

For small losses, a claim form (see sample - appendix 8) is 
sent to the insured for completion. This form requires information 
to be given as to the time and place of the loss, and the 
circumstances in which it occurred. The address of the property 
covered must be stated and questions are asked about the existence 
of other insurances, the nature of the insured's interest, and 
previous losses. The property in respect of which the claim is made 
must be identified, setting forth the purchase price of each 
article, its value at the time of the fire, the value of the 
salvage, if any, and the net amount claimed. For big claims, the 
loss adjuster may be engaged 

2.62.1: The Role Of Loss Adjusters 

Loss adjusters act on behalf of Insurers in the settlement of 
Fire and Accident losses. Whereas straightforward small claims are 
commonly negotiated and settled by the Insurer's in-house claims 
st f , in the case of larger claims the investigation, negotiation 

nd s ttlem nt is generally placed in the hands of a profession 1 
o 'u t r. 
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An adjuster is an individual who investigates losses. He or 
she determines the liability and the amount of payment to be made. 
The loss adjuster also gives advice on adequacy of cover and risk 
improvement m tho s. It is obviously important that the insurer pay 
its claim irly n promptly, but it is equally important that the 
insurer r pu i t unjust claims and avoid overpayment of them. 

The insurers after, notification of a loss which is likely to 
be serious, will immediately appoint an adjuster to deal with the 
matter (Gamlen et al 1991:133}. The adjuster will be supplied with 
a copy of the policy, or policies, affected and will generally 
proceed to the place of the fire as soon as possible. This is 
necessary to enable him make inquiries into the cause of the fire 
and to take steps to protect the salvage, if any. 

The loss adjuster surveys the damage and begins investigating 
the cause. He checks that the property damaged is covered by the 
Policy and that all warranties have been observed, and sees that 
the salvage is protected. He also makes an overall estimate of the 
Possible cost of the claim. 

At the end of the whole exercise of loss adjustment, the 
insured le~rns to be more careful with not only reading the 
contract but also safeguarding his/her property against losses. The 
insurer is updated on the curren~ developments of the risk 
exposures and is also furnished with the recommendations that 
shou d b followed to improve on the risk. 

h n h nsur rs pay cl im, the sums insur d by the items 
0 h olicy c r r uc by he mounts p id un il n xt 
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renewal or expiry date. The insurers by making such a payment, have 

completed the contract to the extent of their payment (Gamlen, E et 

al, 1991:9). I f a total loss is paid, the sum insured is reduced to 
nil. Insure r o r li bl for successive losses, provided there 

remains b 1 nc out of which the loss may be made good. 

Th sum or urns insured under the policy may be reinstated by 

endorsem nt which will provide for the payment of a prorata extra 

premium from the date when such reinstatement is required until 

next renewal or expiry date. 

2.70: MARKETING AND REINSURANCE OF FIRE INSURANCE 

According to Kotler, marketing ~s human activity directed at 

satisfying needs and wants through exchange process (Kotler, P. et 
al 1991:9). By and large, marketing in service industries was a 
neglected area until ten or fifteen years ago. (Irons, K.W.N, 
1991:1/4). Irons (1991:1/6) states that it was not until about 1972 

when insurance companies began to take an interest in marketing, 
although admittedly with little undertaking of it. Today, in many 

countries ~nd companies, marketing is a key part of both the 
service and manufacturing industries. 

The Insurance market place refers more to the mechanism by 

whic h buyers and sellers come together, rather than a physical 

loc t i on ( Dickson G. C .A 199 1:8/1) t~e insurance market c omprises 
0 : 

Sellers: - th in ur nc corn nies 
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Buyers:-

Middleman:-

the general public,industries 

business. 

brokers, insurance 

and commercial 

agents,and other 
insurance 

in ur nee consultants, reinsurance brokers, 
urv yors, loss Adjusters and investigators. 

According to Buss J.H (1992:7), customers do not buy products 
or services as such, they buy ways of satisfying their needs. He 
further notes that since it is difficult to evaluate services, the 
customer has to trust the provider to a greater extent than would 
be the case with a product. Atieno K.U (1987:3) notes that people 
often express dissatisfaction against the insurance industry in 
Kenya. This implies that customer trust is lacking in Kenya as far 
as the relationship between the insureds and the insurers is 
concerned. It would be to the advantage of the insurers to improve 
their public image because when customers find a service provider 
they can trust they usually stay ~vith them. 

Members of the public can arrange cover direct with an 
insurer. However, the vast majority of the premium income of 
insurers comes to them indirectly through the use of intermediaries 
of one sort. or another. From the definition of marketing it would 
be misleading to say that intermediaries market insurance to 
buyers. The role of intermediaries is therefore seen in the 
selling rather than marketing of fire insurance. 
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2.71.1 The Role Of The Agent: 

The prime duty of an agent is to bring his principal into a 
contractual relationship with another, and to stand in place of his 
principal in th p r orm nee of any functions covered or implied by 
the term 0 h gr ment. In insurance cases, the agents' 
function i· usu lly to negotiate cover and terms, and in doing so 
he t kes the pl ce of the principal. However, the principal will be 
bound by actions of the agent, the legal doctrine being qui facit per 
alium facit per se ( ie he who does something through another does it 
himself). (Dickson, G.C.A 1986:84). Insurers issue letters of 
appointment to part-time and full-time agents. The purpose of these 
agencies is to have the agent procure business for the company, 
collect premium and handle renewals and process policies. The 
general marketing strategy used by agents is not based on study but 
is rather adhoc and has in many ways become a tradition. Generally 
,agents tend to focus on their products{ services rather than their 
clients or at times their victim (Yinda L.W. 1994:12). This 
clearly implies that insurance agents have been following the 
selling rather than the marketing concept. As such there is need 
for thoroug? training of the agents so that they may be able to 
handle the insureds more professionally. 

The historical practice within the insurance industry is for 
the agent to receive a commission from the insurers based on the 
Pr miurn for h contract; the general law of agency does not llow 
hi to r c iv a s cret profit from a third party. (Dickson 

98 : 84) • n ny , Ag nt u .1 d mo n eliciting li 
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business. However, the same agents also do procure general business 

for their principal. Records in the Office Of the Commissioner Of 

Insurance show that there are 8024 registered insurance agents 

operating in keny s t the time of writing this project. 

2.71.2 The Role Of Insurance Brokers: 

These re full-time professionals who must be registered and 

act as agents of the insured and are remunerated by a higher rate 

of commission than agents (Dickson G.C.A 1986:86). In Kenya, Agents 

and brokers receive the same commission rate. By calling themselves 

"brokers" they are holding themselves to be experts in the field of 

insurance and have a higher duty of care to their principals than 

agents. They will generally have authority to issue cover for 

certain classes of insurance. 

Brokers usually receive renewal documents from the insurance 

companies, and are authorised by the companies to collect premium 

on their behalf. The broker is required to settle with the insurer 

Within a stated period and return renewal receipts for lapsed 

insurances. This means that the broker acts as an agent of the 

insurer in · the collection of the premiums, although he is the agent 

of the insured in the arrangement and renewal of insurance 

(Peverett 1981:27}. 

h 

A broker is entitled to enter into a private agreement with 

'nsur d 'n th giving of credit and the payment of the premium 

insur r. When the brok'ng account with the insurer becomes 

or ym n , h brok r wi h ve to nclud paymen s on 11 
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renewals he has arranged to pay on behalf of the insured whether or 
not he has been reimbursed by the insured. 

In Kenya, we have one body to represent the profession and 
supervise the st nding nd operations of those permitted to call 
thems lv in u n ok rs. This body is the Association Of 
Insur nc Brok rs (AIB) in Kenya. Records in the chairman of AIB 

show that the AIB has 47 members, to date there are 168 registered 
insurance brokers operating in Kenya. 

Enquiries about registration requirements for brokers has 
revealed that professional knowledge of insurance is not called for 
when one is registering as a broker. All that is required is 
professional indemnity cover and a bank security for Ksh. 100,000 
.Any body meeting these conditions is eligible to be registered as 
an insurance broker in Kenya so long as he/she has registered with 
the registrar of companies. This has led to mushrooming of many 
broking firms run by people who are incompetent in most aspects 
Pertaining to insurance matters and many are not able to advice the 
insureds. There are a few brokers who transact reinsurance 
business. Some of them are: Forbes Reinsurance brokers (K) Ltd. 
(an affili~te of Kabage & Mwiringi Insurance brokers) and Chancery 
Insurance brokers. Since reinsurance broking is not well 
established in Kenya, most insurance companies rely on the services 
0 oreign reinsurance brokers such as J.B Boda (India), Minets 
(Uk) and R·chandson Hoskem (Uk). 
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2.72: Reinsurance 

Reinsurance has been defined by Vaughan ( 1989: 119) as the 
insurance for the insurer. It is based on the same principles of 
sharing and tr nsfer s insurance itself. 

In a r e ins ur nee transaction, the insurer seeking reinsurance 
is known s the "direct underwriter" or the "ceding company", while 
the company assuming part of the risk is known simply as the 
"reinsurer". 

2.72.1 Reinsurance Contracts: 

Facultative Reinsurance 

Under this type of reinsurance, risks are considered 
individually by both parties. The reinsurer is therefore free to 
accept or reject the risk. Once accepted it can charge rates or 
impose conditions as appropriate to the risk (Dickson et al 
1991:22/6). In Kenya this is adopted when the ceding company 
exhausts it's total capacity which is the sum of it's net retention 
Plus the treaty retention. E.g assume company xyz has a net 
retention of sh. 4 million and has a surplus treaty of 25 lines, 
this means that the treaty capacity is sh. 100 million (i.e 25 
lines multiplied by sh. 4 million) and thus the total capacity is 
sh.104 million. If such a company underwrites a fire risk of sum 
insured sh. 200 million the same risk will be spread as follows: 

Kenya Re (25%) - sh. 50 million 

xyz r etent i on - sh. 4 mi l lion 

Tre t y s h. 100 mil lion 

F cut tive- s h. 46 m'llion 
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company xyz will begin to shop around for other insurers that are 
willing to take a portion of the sh. 46 million of the outstanding 
risk in return for a portion of the premium. 

The extent o dministration required makes it expensive and 
for the most p r , hi ype of reinsurance is restricted to large 
distinctive risks. 

Treaty Reinsurance 

In this case the treaty is written to cover a specific class 
of risk. The treaty stipulates the minimum retention level and the 
maximum capacity accepted by the reinsurer. When the cedant 
Underwrites a risk, the reinsurer is obliged to accept the risk 
Under the terms of the agreement. 

2.72.2 Types of Reinsurance Treaties. 

There are many ways of classifying reinsurance treaties, but 
the most 

(a) 

(b) 

common classification is: 
Proportional treaties which include: - Quota share treaty 
- Surplus treaty 
- Pools treaty 
Non-proportional treaties which include: - Working excess of loss and/or risk excess of loss treaties 
- catastrophe excess of loss 
- Stop loss reinsurance or annual aggregate excess of loss 

{c) Facultative obligatory treaty 



2.80: FIRE PROTECTION AND PREVENTION: 

It is widely accepted that prevention is better than cure. 
This motto which applies to all facets of life, applies 
particularly to risks cov red by lnsurance. Everyone agrees that 
fire losses, ro d ccidents, loss or damage to property and 
equipment nt il not only human suffering and tragedies, but also 
in most cases wastage and unnecessary depletion of wealth and 
resources, which can seriously affect the economy and hamper it's 
growth. In fire losses for example, we have fire waste; which is 
defined by Gamlen as the absolute economic loss of wealth to the 
community caused by fire. When a fire occurs, a part of the 
national asset has vanished and to replace it, labor and materials 
must be used which would otherwise have been employed to erect and 
equip other buildings(Gamlen, E et al, 1991:135). 

When a loss occurs, it is not only life and property that is 
endangered; there can be a number of consequential losses which 
insurance does not compensate adequately. For instance, a serious 
fire will not only damage buildings and equipment, but may also 
throw people out of work and cause the loss of production, profits 
and markets. Other firms may suffer loss through interruption of 
supplies. Where a private house is damaged by fire, which results 
to loss of life and destruction to property, the entire family and 
the occupants of the premises are rendered homeless and made 
dest · tute. They have to look for support and assistance from 
r· nds, ch ritable organizations nd the Gov rnment ( Irukwu, 
98 :1 - 2}. 



In the industrial sector, fire losses tend to have more 

devastating effects on the economy especially in view of the 

resultant interruption in production and sometimes total loss of 

the capital invested in the industry or factory destroyed. In case 

of developing countri s, industrial machinery and equipment have to 

be repl ced through importation from abroad, there by depleting the 

limited foreign exchange resources of the country concerned. 

Thus when an insured transfers his risk to an insurer, this 

does not mean that he is completely protected from the aftermath of 

SUch occurrences or that his community is able to avoid the 

economic distress which can be caused by a fire loss. However there 

is need for a combination of loss prevention and insurance. Loss 

Prevention avoids or reduces losses while insurance indemnifies 

~hat is not preventable; thus, neither (insurance nor loss 

Prevention) can supersede nor replace the other. 

2 ·81 Forms of Fire Loss Prevention 

Loss prevention action is composed of the following categories 

Of measures: . preventive, protective, and salvage measures . 

Preventive measures are of fundamental or structural nature. In 

~ost cases, they have to be taken in to account in the planning 

Phase, when building, rebuilding, fixing machinery layout, planning 

quipment, specifying processes and materials. They aim at 

obvi ting loss entirely. A fire loss for 'nst nee can be avoided by 
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the construction of fire resisting walls, fire break doors or 

shutters. 

Protective measures are taken in advance before any loss 

occurs. They do not entirely eliminate loss, but limit it's 

occurrence. Protective measures against certain risks are 

Undertaken largely by the community, for example, the maintenance 

Of fire brigades to combat fire. such measures still leave plenty 

of room for individuals to supplement the community efforts by 

installing fire fighting equipment and warning or alarm devices and 

neighborhood watch. Insurers are very helpful in advocating the 

best ways and means of protection against loss. They sometimes 

Undertake inspection services or surveys to ascertain the existence 

and adequate functioning of safety devices and to detect faults and 

Weak points before they result in loss or damage. Automatic fire 

sp . 
r~nklers are the most popular devices for minimizing fire risks. 

Salvage takes place after a loss has occurred. It is 

Profitable if the salvaged property is worth more than the cost of 

salvage. Salvage is seldom undertaken by the community; in most 

cases it is undertaken by professional organization at the request 

Of the prop~rty owner or insurer. For instance, in the event of a 

fire, salvage action consists of clearing the water that was 

sprayed on the property to extinguish the fire, drying the floors , 
removing salvaged articles to safe premises, effecting temporary 

tep irs and restoring the damaged property. 

A study conducted in the united states over a ten ye r period 

h t the most r qu nt typ 0 ir w 1 c r'ca (23 p r 
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cent of all fires); other causes of fire included tobacco smoking 

(l8 Per cent), heat caused by friction in industrial machinery (10 

Per cent), over heated materials (8 per cent), hot surfaces in such 

d . 
ev1ces as boilers, stoves, and furnaces (7 per cent), burner 

flames ( 7 per cent) , nd combustion sparks ( 5 per cent) . 

(Encyclopedi Britannica, 1991:790} · 

Mwiti (1989:16}, notes that though electricity has become a 

Very serious fire hazard, it is not to blame. It is therefore 

evident that electricity is a major c~use of fire in Kenya as it is 

in US. Other causes of fire not mentioned above, include arson , 

spontaneous combustion, children playing with fires, storage of 

hazardous material, and welding and cutting. 

The above causes of fire should be counteracted by the insured 

ensuring that specific measures are adopted to guard against fire 

OUtbreak and in case the fire occurs, to limit the extent of 

damage. 

2
·90: THE ROLE OF GOVERNMENT, INSURERS, INDIVIDUALS AND COMMERCIAL 

UNDERTAKINGS IN FIRE LOSS PREVENTION. 

The prime responsibility to prevent loss obviously lies with 

the insured. himself. In view of the destructive effect of fire on 

our t 
na ional economy, it is of paramount importance that every 

c· 1 
tizen is mobilized and encouraged to play a positive role in 

combating the adverse effects of fire losses on our economy. We 

hould all accept that we have a role to play in preventing fires 

n our hom s, offices, factories, public places and other places of 

0 k 
nd ply. our publ'c aw reness c mp ns n th · i c on 
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should be almost like a crusade. The following are some of the 

efforts and actions that should be taken by each group: 

2 · 91: The Government: 

The Keny Government has enacted appropriate laws and 

regulations to gu rd against property loss or damage. Such laws 

include: 

The Penal Code Act which among other things, stipulates life 

imprisonment for arsonists. 

The Factories Act which requires tideness in the workplace 

and good housekeeping practices 

Through the 8-4-4 system, the Government has introduced 

business and home science courses at all levels of education. such 

courses like home science will help students learn safer techniques 

Of handling fire in domestic use while business studies will 

introduce students to business courses including insurance (which 

Will probably touch briefly on fire insurance) . 

Through the Insurance Act, the Government requires Insurance 

Companies to maintain sufficient reserves to meet their obligations 

(settle emergency claims). This way, the Government is endeavoring 

to ensure minimal delays in claims settlements, thereby reducing 

consequential losses such as loss of profits because of fire 

losses. 
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2 ·91.1 Government supervision 

The Government h a s always taken an interest in insurance 

activities and it is inte r e sting to speculate why this should have 

been. The existence o f the I nsurance Act (1984) is evidence of the 

strength of feeling th t insurance was an activity requiring some 

measure of supervision. 

Why Have State Regulation? 

The words control, supervision and intervention are being 

looked upo1 as interchangeable in this study. Reasons for the 

Government intervention in the insurance industry are tied to the 

nature of business. The main justification for state control is to 

Protect the public. This is because the insuring public pay for 

insurance in advance (premiumsj, expecting insurance firms to 

Provide services in the future. These insureds are concerned about 

Whether or not the insurer will be able to pay claims if and when 

future losses occur. Also an insurance firm must be able to refund 

any unearned premium if customers decide to cancel insurance. The 

nature of the insurance business, then makes desirable some basis 

for assurin~ that insurers will be financially solvent so that they 

can keep their promises. To secure a financially sound i nsurance 

industry, and hence to ensure publ i c protection, is the pr imary 

reason for regula tion. 

The government insura nc e s upervi s o ry bod y (Office Of Th e 

Cotntn · l.ss ' o ner 

co P . 
n s ' m 

Of I nsurance ) is concerned abou t the 

rgin of solvency (Insur nc Act, c. 4 ) , 
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Of assets and liabilities (Insurance Act, sec. 44), proper 

investment of assets (Insurance Act, sec 48) and the premium rates 

charged by insurers (Insurance Act, sec 7 4 & 7 5) among other 

things. 

To have a proper insight into the operations of the insurance 

industry to be able to monitor, direct and guide it, the Government 

has through the Insurance Act established an Advisory Board 

consisting of thirteen selected representatives mainly from the 

industry. The Chairman of the Board is a neutral appointee who is 

not an underwriter, broker or insurance agent. The Government is 

represented in the Board by The Commissioner of Insurance. (Micheu, 

M.K. 1990: 20). The functions of the Board mainly revolve around 

the formulation of standards in the conducts of the business as 

V/e11 as advising the Government on the matters concerning the 

industry. These includes premium rate, terms and conditions of 

Policies in addition to the general operations of the Insurance 

Act. (Micheu, M.K. 1990: 20). Financially sound insurance industry, 

hence to ensure public protection, is the primary reason for 

tegulation. 

2
· 92: Individuals And owners Of Property: 

The responsibility of preventing losses can never be left to 

the Government alone. Individuals have a major role to play in this 

tegarct, especially because most fires are caused by individual 

c r less and negligent act'ons. If 

v ryth'ng possible, to avo'd th 

every individual resolves to do 

ype of ca e sn ss tha migh 



cause a fire loss, most of our problems in this area would be 

resolved. It is therefore the responsibility of each individual to 

support and respond to the public awareness campaigns geared 

towards creating individu 1 awareness of the problems posed by fire 

and fire waste. It is pertinent to note that what an insured gets 

out of a claim is often much less ~han the actual loss he or she 

incurs as a result of fire. 

The owners of commercial/industrial premises have taken a bold 

step towards minimization of sources of fire. This is seen by the 

Presence of litter bins for collecting rubbish hence good 

housekeeping, presence of fire extinguishers and in some instances 

automatic sprinklers. 

A number of major fires in offices, private houses and public 

Places have been caused by careless smokers. Presence of , No 

Smoking signs' warns smokers from smoking in dangerous places, such 

as, areas where flammable gas is stored, petrol stations and inside 

most factories. 

2 ·93: Insurers And Reinsurers: 

The pr~rnary role of the insurance industry is to indemnify the 

insured in the event of a fire loss. In addition, Insurers and 

Reinsurers contribute to the fire loss prevention measures. 

Insurers have a definite interest in loss prevention and must 

therefore be prepared to share responsibility in this field. They 

re particular y well equipped to disch rge some of the functions 

th 'r d · y 
nvo v d b cause in the course o 
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develop considerable experience in analyzing hazards, settling 

claims and compiling relevant statistics. 

Perhaps the most effective way in which Insurance companies 

contribute to the reduction of fire losses is in the area of 

Premium rates nd r ting. In fixing the premium to be paid by the 

insured under a fire policy, insurers provide for all adverse 

features to be penalized by the imposition of higher premium rates 

(through premium loading for bad fire risks). However, there is a 

limit. some very hazardous risks will not be insured even if it is 

Possible to charge a very high premium. Similarly, Insurers charge 

lower premium rates for good risks. 

2.94: Risk Management: 

The primary objective of any risk management and loss 

Prevention program is the identification and evaluation of risks 

and the selection of the best method of dealing with such risks so 

as to avoid losses. 

There exist only one risk management group in Kenya at the 

llloment , namely, the risk management department of Minet ICDC 

Insurance Brokers (K) Ltd. 

In addition there are Fire Security firms which supply and 

service fire fighting appliances. These firms include Dragon Fire 

Protection, Atlas Fire security, Corona Enterprises, Trojan Fire 

Protection Specialists and Snowball Kenya Limited. These firms have 

lllployed experts who instruct their clients on the correct use of 

h v il bl ir 'ghting equiprn nts n h 'r ct'v n 



CONCLUSION: 

From the forerunning literature review, it can be concluded 

that fire insurance is the second largest class of general 

insurance business after motor insurance. It therefore contributes 

not only to the ncomc o the insurers but has also promoted the 

economic growth (contribution to the GDP) and the welfare of the 

insureds through indemnification in event of fire losses. 

The second conclusion is that fire insurance is provided vide 

fire industrial/commercial policy, domestic package policy and all 

risks policy. Fire commercial provides insurance for fire losses 

affecting commercial or industrial premises. Domestic package 

Provides comprehensive cover for fire and other perils that might 

affect the private dwelling place of the insured. Finally, all 

risks policy provides cover against fire, theft, burglary and 

accidental damage to the insured items whilst in any premises or in 

transit within the specified territory. 

The standard fire policy is the most popular policy in the 

insurance industry. It is followed by virtually all the insurance 

companies. The wording of the fire policy has not changed but 

coverage varies with extensions, conditions exclusions and 

Warranties. 

Thirdly, insurer's underwriting practices differ from one 

insurer to another. There is no one generally accepted practice in 

the fire insurance industry. Underwriters use policy conditions to 

impress upon the insured the seriousn ss with which th y vi w the 

ri k. G ner lly, underwr't rs t mpt to 'mprov . k by dop ln 



Underwriting measures such as imposition of conditions, reduced 

coverage, introduction of deductibles or excesses and premium 

loadings. 

The fourth conclusion is that fire insurance in kenya is not 

marketed but it is sold to th insureds. The selling of insurance 

is done through insurance brokers, insurance agents and directly 

through the marketing departments of insurance companies. 

Finally, it is evident that insurance is not the only solution 

to the problem of fire losses. There is need for all the players 

(insureds, insurers and the government) to direct their efforts 

towards fire loss prevention because no matter the level of 

compensation, the economy stands to suffer loss due to the fire 

Waste following a fire outbreak. •rewards this end, the Government 

should ensure that appropriate laws and regulations are strictly 

enforced and should provide the penalty for willful and malicious 

firing of property including reckless bush burning. 
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CHAPTER THREE 

3.00 RESEARCH METHODOLOGY: 

3.10: POPULATION OF THE STUDY 

The population of interest in this study consisted of all 

insurance comp ni s und rwriting fire business (commercial and 

domestic) in Kenya by 1992. A list of these companies was obtained 

from the Off ice of the Commissioner of Insurance. By December, 

1992, 38 companies were underwriting fire business. Out of the 3 8 

companies 34 were studied because the other four were not 

operational by the year 1989 and the research required some 

historical data going back to 1989. The population of interest was 

therefore comprised of the 34 insurance companies appearing in 

appendix 1. 

For each of the 34 companies, a questionnaire was 

administered. It was intended that the whole population be studied 

in the research but only a total of 28 respondents completed their 

questionnaires and it is this that were analysed for this project. 

The six respondents who were given the questionnaire but who 

eventually proved uncooperative were ignored from the analysis. 

3.20. DATA COLLECTION METHOD: 

The researcher used questionnaire and interview methods. By 

delivering the questionnaire in advance and following it up later 

~ith the interview, the 

look for the information 

researcher provided respondents time to 

required in the study The ques · · 
· 1onna1re 
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(Appendix 2), was delivered to the executive of each company who 

Was to be interviewed. 

Following up the questionnaire with an interview enabled the 

researcher solicit inform tion for unanswered questions and to 

explain to the respondent those parts of the questionnaire that 

Were not clear to him or her (respondent) . 

The questionnaire (appendix 2) consisted of three sections 

intended to address three of the areas covered in this study. The 

three sections were used to collect data as follows: 

Section 1: 

Section 2: 

Section 3: 

Data on fire underwriting, fire claims and 

types of policies offered for fire insurance 

and other services provided by insurance 

companies. 

are Data on the underwriting factors that 

considered important by the insurers. 

Information on reinsurance and marketing of 

fire insurance. 

The questionnaire consisted of both open and closed ended 

questions. It was constructed by the researcher using literature 

survey of books, journals and newspapers found in the Lower Kabete 

Campus library, the Kenya Re, the College of Insurance and the 

Commissioner of Insurance Libraries. 

3.21 Data Analysis Technique: An overview of Factor Analysis 

Factor analysis is a generic name given to class of techniques 

¥.rhos 'm is to r duce d ta s Th singl mo t d. tinctiv 
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characteristic of factor analysis is its data reduction capability. 

Factor analysis helps the researcher to see whether some underlying 

Pattern of relationships exists such that the data may be 

"rearranged" or "reduced" to a smaller set of factors or components 

that may be taken as source variables accounting for the observed 

interrelationship in the data. (Nie, H.N. et al, 1970: 209). 

Factor analysis is thus, a technique of the analysis of 

interdependence where all the variables have an equal chance, and 

the analyst is concerned with the set of relationships among 

variables. 
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4.00 CHAPTER FOUR: 

4.10 DATA ANALYSIS AND PRESENTATION OF FINDINGS. 

4.11 Data analysis: 

The primary dat in this study is summarised and presented by 

use of tables. Percentages and proportions are used in most of the 

said tables. Presented in this chapter are the findings that go 

toward answering issues that were raised in the objective of the 

study. Five areas were investigated to facilitate the achieving of 

the main objective of this study. The first and fifth areas were 

investigated by use of secondary data (literature review) collected 

in the course of this study. The following are the findings that go 

toward meeting the second through third areas of the study. 

This chapter treats data analysis and findings under four 

major sections. The first section seeks to determine the type of 

Policies for fire offered to insureds by the insurers. It also 

attempts to identify the underwriting measures followed when 

offering insurance to proposers. The second section seeks to 

address the claims practice of the insurers, the conditions that 

insureds must fulfill in the event of a loss as well as the major 

causes of fire and measures that should be adopted to minimise 

these losses. section four considers the reinsurance and marketing 

Of insurance while the third section deals with the fire 

Underwriting factors that are deemed important in assessing whether 

or not to accept a proposal for fire insurance. 
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Section 1: services offered: 

Each of the respondents offered three or more of the forms of 

fire policies available in the Kenyan fire insurance market. As 

can be seen from table 2, all the respondents offered fire 

commercialjindustri 1, Dom stic package and All risks policies. 

Twenty five per cent of the respondents offered industrial all 

risks policy. while computer and contractors all risks policy was 

provided by 10.7 percent of the respondents. 

Table 2: Types of policies offered for fire risks. 

Type of policy Number of Proportion 
respondents of 

respondents 

Fire Commercial/Industrial 28 100% 
Domestic Package (DP) 28 100% 
All risks 28 100% 
Industrial all risks 7 25% 
Computer and Contractors all risks 3 10.7% 

NB: Total number of respondents (N) = 28 

It was further established that fire commercial/ industrial 

registered the highest Gross Direct Premium written by all 

respondents from 1989 to 1993. The reasons attributed to the high 

Premium income recorded from fire commercial/industrial are· 
' 

high sums insured, financiers force industries or commercial 

building owners to insure, fire risks 1'n th' 
1s class are 

higher, clients are more j nsurance literate than in other 

types of fire insurance and for those respondents using the 

tarif , rates applied ar higher than thos or DP and All 

isks Insur nces. In ddition, th cop o cov r i n rrow 

6 



and is widened by paying additional premium which increases 

the premium income of the insurer. 

Premium determination 

Table 3: Basis for calculating pramium rates: 

Basis No. of Proportion of 
respondents respondents 

Experience 19 67.9% 
based rates 
Subjective 16 57.1% 
assessment 
Market rates 15 53.6% 

Tariff rates 26 92.9% 

Special rates 10 35.7 

N = 28 

As can be seen from the above table Tariff based rates are the 

ones used by most Insurers. 92.9% of the respondents indicated that 

they use the tariff rates to calculate the premium rate to be 

charged. All the respondents pointed out that the tariff rates 

have been overtaken by events because they have not been revised 

since the dissolution of the tariff committee in the early 1970 's. 

As such, the tariff rates are used hand in hand with other basis 

such as market rates, experience rates, subjective assessment 

andjor special rates. There is no one single base that can be used 

to arrive at the final rate. The second most popularly used is 

experience rates, followed by subjective assessment, market rates 

and special rates used by 67 · 9 %, 57 ·1%, 53.6% and 35.7% 

r spectively of the respondents. 
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Special rates are based on what previous insurers have 

charged, what the insurer offered the proposer previously, 

accompanying businesses, and claims experience of the proposer. 

Discounts offerod to clients 

Table 4 shows th t the most popular discounts are construction 

discounts, longterrn agreement discount and fire extinguishing 

appliances discount, all of which are offered by 92.9% of the 

respondents. 

Table 4: Types of Discounts offered. 

Table 4: Discounts Number of Proportion of 
offered: respondents respondents 

Nearness to fire 10 35.7% 
brigade 
Construction discount 26 92.9% 
Size discount 23 82.1% 
Longterm agreement 26 92.9% 
Discount 
Fire extinguishing 26 92.9% 
Appliances Discount 
Special Discount 14 50% 

N =28 

The second most popular discount after the above is size 

discount which was offered by 82.1% of the respondents. Special 

discount was offered by 50% while nearness to fire brigade (or 

Area) discount was offered by 35.7% of the respondents. The main 

reason for the declining popularity of the area discount is 

attributed to the inefficiency of the c'ty fire brigade services. 

Most r spondents expressed f r th t ven building directly 
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opposite a fire brigade station could burn down to ashes as the 

firemen prepare to go and combat the fire. This is so because in 

most cases, the fire engines are dry and have to be filled with 

water before proceeding to put off fire. The researcher feels that 

the area discount would reg in its popularity if the services of 

fire brigade are overhauled and a drastic improvement on its 

response to fire alarm is introduced. 

Regarding when the information sought in the proposal form can 

lead to the proposer being denied cover, most respondents cited 

the location of the proposer's property, construction materials 

used, and nature of occupancy as the leading indicators of the 

nature of the risk. Some respondents pointed out that they would 

not offer cover to a proposer whose building is within Mathare 

estate while others said they would decline to insure thatched 

(e.g. Makuti thatched hotels) buildings. 

There is also the insurance and claims history of the proposer 

as well as the presence of fire extinguishing appliances. 

From the analysis carried in Section one, it can be concluded 

that fire insurance is provided through Fire commercial/ industrial 
. ' 

Domestic Package, All risks, industrial all risks and computer and 

contractors all risks policies. Fire commercial is the most popular 

Policy in terms of the Gross Direct Premium written. Insurers offer 

various discounts to their clients. Most insureds get 

construction, longterm agreement and fire extinguishing applianc s 

d'scounts. All discoun s re giv non me i . 
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Section 2: Claims experience 

The second section sought to determine the fire claims 

practice. Among the issues addressed here are the causes of fire 

and the conditions that must be met by the insured when a fire loss 

occurs. 

75 per cent of the respondents stated that they have received 

fir claims for losses whose causes are suspicious. The steps taken 

to guard against fraudulent claims include comparing information 

provided in the proposal form with that given in the claim form; 

appointing investigators, assessors and adjusters to research into 

the causes of the fire losses and the extent of liability among 

other things. 

Table s: common causes of fire 

Cause Number of Respondents Proportion 

Electrical fault 19 67.9% 

Careless smoking 7 25% 

Strikers or rioters 4 14.3% 

starting fire 
Explosion of 16 57.1% 

heatingjcooking 
appliances 
Spontaneous 4 14.3% 

Combustion-
Poor housekeeping 4 14.3% 

Storage of 4 14.3% 

Hazardous goods 
6 Arson 2.4% 

N == 28 

As can be seen from tab e 5, Electrical fault is the s'ngle 

biggest c use of fire in Kenya. 67.9 0 the major fires ( ir s 

Whose oss s bov 2 mill'on shil ngs) th t h v be n r por 
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are caused by electrical fault. The second biggest cause of fire 

is explosion of either heating or cooking appliances. This has 

contributed to 57.1 percent of the major fire losses that have been 

reported to respondents. This cause of fire is most prevalent in 

Domestic buildings, 1 though isolated cases are reported from 

industries andjor commercial premises. 

careless smoking and Arson which contributed 25 percent and 

21.4 percent respectively are the third and fourth largest 

contributors to fire losses. Strikers and rioters, poor 

housekeeping, storage of hazardous goods and spontaneous 

combustion, each contributed 14.3% the major fire losses. 

Table 6: conditions to be fulfilled when a loss occurs. 

Condition Number of Proportion 
respondents 

Inform insurers and 22 78.6% 

complete a claim 
form 
Report to the 15 53.6% 

police immediately 
Cooperate with 15 53.6% 

insurer's agents 
Minimise further 
loss 14 50% 

Call fire· brigade 6 21.4% 

N = 28 

Respondents emphasised that the insured should follow all the 

conditions stipulated in the policy regarding a loss. First and 

foremost, when a fire breaks out, the insured should call the fire 

brig de imrnedi tely and report to the police. The insured should 

urthe und r k 11 poss'bl m sur o nsur h h xt n 
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of loss is minimised. Any salvage must be safeguarded against 

further damage by water or bad weather and should be stored well to 

ensure it is not stolen. The insured should also report to the 

insurers as soon as it is reasonably possible. 

As can be se n om t ble 6 above, when a loss occurs the 

insured must inform the insurers and submit a duly completed claim 

form as soon as possible furnishing particulars of the loss. 78.6% 

of the respondents indicated that it is paramount for the insurer 

to be informed about the loss as soon as possible. Another 53.6% 

of the respondents asserted that the insured is required to report 

to the police and complete a police abstract which is one of the 

documents that must accompany the claim form as evidence of loss. 

The insured is expected to cooperate with the agents of the 

Insurer. This view was supported by 53.6% of the respondents. The 

insured 1 s cooperation is expected regarding provision of supportive 

documents/vouchers, payment of excess if applicable and premium 

payment in case of outstanding balances. The Insured is supposed 

to undertake all necessary measures to minimise losses when a fire 

breaks out. This was supported by 50% of the respondents. 21 . 4% 

of the respondents suggested that the insured should call the fire 

brigade immediately. Ordinarily, one would expect all the 

respondents to encourage their insured Is to call fire brigade 

immediately. However as earlier noted in section one of the 

analysis, the popularity of the local fire brigade is dwindling 

away due to their ineff'ciency. 
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Regarding ways that can be adopted to ensure that fire losses 

are minimised, respondents suggested that the Insured Premises are 

supposed to have fire extinguishing appliances {FEA) installed. 

Whenever insurers identified a risk that meets construction 

standards, is inst 11 d with recommended FEA as well as fire/smoke 

detectors and autom tic sprinklers, they (insurers) recognised the 

insured's efforts through the provision of premium discounts. 

Types of surveys 

Table 7: Types of surveys conducted by insurers. 

Survey Sum No. Proportion 
Insured/claim Respondents 

Pre-acceptance 50,000,000 27 96.4% 

Follow-up or 
15,000,000 27 Resurveys 96.4% 

Post Loss surveys All losses 27 96.4% 

Other surveys 7 25% 

N = 28 

Majority of the respondents (96.4%) confirmed that they do 

Pre-acceptance surveys, Resurveys and Post loss surveys for sums 

insured of sh.50 million, 15 million and for all claims 

respectively. other surveys that are carried out include impromptu 

surveys to confirm the efficient working of FEA and/or sprinkler 

systems; and surveys on important or key risks. Some insurers 

(25 ) have the'r own interna survey t am wh'ch go s to survey all 

propos d risks upto c r in sum in ur (s Y KShs.so million). 
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For proposers whose sum insured is above Sh.SO million, the 

services of external surveyors are engaged. 

Section 3: Factor Analysis 

The 23 factors in t bl 8 were generated through a preliminary 

survey held with selected underwriters, guidance from my supervisor 

and discussions with other lectur~rs as well as fellow MBA 

students. 

The insurers responses were analysed using the spssjpc+ 

package. Numerical numbers were adopted to convert the responses 

into computer readable input. A weight of 5 was assigned to the 

response 'very important', 4 for 'important' 3 for 'indifferent' 
I 

2 for 'less important' and 1 for 'unimportant', Summary statistics 

for the responses are presented using the following tables. 
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Table 8: statements in the questionnaire; 

1. Location of the building 
2. Construction materials used 
3. Activities taking place in the building 

4. Presence of the fire extinguishing appliances (FEA) 

5. Servicing of fire xtingu'shing appliances 
6. Nearness to fire brig d 
7. Storage of h z rdous materials 
8. House keeping practices of the insured 
9. Presence of smoke and fire detectors 
10. Premises accessibility by visitors/employees 

12. Fire escape routes 
13. Employeesjtenants ability to use FEA 
14. Fire drills for employees 
15. Source of power eg. electricity, gas or boiler 

16. Sum insured 
17. Fire proof safe for important documents 
18. Employeejemployer relationships 
19. Age of the building 
20. Insurance history of the insured 
21. Perils to be covered 
22. Renewal refused by previous insurers 

23. Nature of business in the surrounding premises 

From the means in table 9, it can be inferred that the 

respondents term as very important or important the following 

statements; q1, q2, q3, q4, q5, q7, q8, q11, q15, q20, q21, q 22 , 

and q23. Thus on average, location of the building, construction 

materials used, activities taking place in the building, presence 

and servicing of fire extinguishing appliances are considered as 

important u~derwriting factors. 

Further, storage of hazardous materials, housekeeping, 

previous fire losses, source of power, insurance history of the 

insured, perils to be covered and nature of the business in the 

surrounding premises are also considered as important underwriting 

actors. On aver ge, the respondents found none of the factors to 

be ess important or un'mport nt. 
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Table 9: Summary statistics of section 2 of the questionnaire; 

Variables: Mean Mode 
q' 4 .29 5 
q' 4 .96 5 
q' 4 .71 
q• 4(17 
qs 4(}1 .. 
q' 3 .46 <I 

q' 48~ 5 
q' 411 .5 
q• 4 '1 .1 4 

q•• J 18 3 

q" 4 50 s 
q" 3 14 3 

q" 3 . .j 4 
q14 3 .68 4 
q11 4 .00 s 
q'' 3 .93 5 
q" 3 71 5 
q" 3 .29 4 

q" 3.82 4 

q'• 4 .1 5 

q" 4 .79 5 

q" 464 5 
q" 4.36 5 

The respondents were indifferent to the following factors, q6, q1o, 

q 1
2 and q 13

• This implies that the respondents are not concerned 

about the following as far as their rating is concerned; nearness 

to fire brigade, premises accessibility by visitors, fire escape 

routes and employee/employer relationships. 

A study of the mode of each statement, indicates that 

respondents deem important or very important 21 out of the 2 3 

statements in the questionnaire (summarised in table 10 above). 

However, statements q 10 and q
12 have a mode of 3 implying that the 

respondents are indifferent or unconcP.rned about proposers premises 

accessibility by visitorsjemployaes and fire escape routes. 
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~ble 10; correlation matrix for respondents 

q' q' q' <I' q' q' q1 q' q• q'• q" q" q" q" q" q" q" q" q" q" q" <i' q" 

q'J.oo 

q' .en 1.00 

q' .18 -. r.n 1.00 

q' .16 .01 .17 1.00 

q' .17 .01 .30 .82 1.00 

q' .17 .26 .40 .39 .54 1.00 

q' -. I .47 -.01 .03 -.09 -.01 1.00 

q'-.08 .r.n -.17 .45 .37 .29 .15 1.00 

q' -. 17 -.01 .10 .18 .31 .45 .16 .61 1.00 

q" .38 .03 .17 .31 .44 .29 .06 .25 .20 1.00 

q''-.12 .14-.20 .11-.03-.12 .15 .15 .05-.28 1.00 

q" .27 .02 .26 .55 .54 .41 .12 .37 .36 .6R .04 1.00 

q" .11 .10 .44 .59 .70 .44 . II .27 .34 .49 .02 .64 1.00 

q" .02 . II .05 .49 .50 .35 .06 .42 .35 .26 -.02 .41 .72 1.00 

q'' -.r.n -.17 -.23 .20 .13 -.03 00 .52 .33 .10 .63 .27 .20 .22 1.00 

q• .15 -.01 -.13 .52 .48 .23 .06 .33 .25 .29 .20 .47 .40 .44 .22 1.00 

q" .23 .39 .13 .63 .60 .29 .r.n .20 .06 .39 .00 .53 .70 .58 .12 .34 1.00 

q'' .12 .04 .38 .19 .39 .67-.22 .16 .26 .42-.20 .48 .60 .45-.05 .18 .~7 1.00 

q~ .53 -.03 .47 .21 .31 .37 .03 -.02 .09 .56 -.24 .48 .60 .36 .12 .r.n .52 .55 1.00 

q't .n -.14 .29 .53 .46 .34- .12 .19 .04 .37 -.rn .48 .61 .53 .o8 .43 .36 .6o .37 1.00 

q''-.16 -.r.n -.12 .15 .r.n .04 .02 .06 .24 .05 .25 .33 .40 .43 .20 .43 .36 .25 .17 .16 1.00 

'(J .29 -. 10 .45 .58 .44 .26 .08 -.10-.12 .20 00 .45 .54 .40-.09 .28 .42 .29 .46 .65 .23 1.00 

q'l ·.05 .10 . 12 25 .32 .56 .23 .41 62 .14 .31 .41 34 .36 .46 .32 .16 .29 .26.06 .10 .04 1.00 

A casual look at' the table reveals that most of the variables have high positive correlations. For 

example, variable q5
, and Q

4
, Q

9 
and qs, Q

12 
and Q

10
, Q

15 and Q11
, Q14 and q13 and q20 and q22 have 

high p itive correlations. Variables 1' 2, 3 and 7 are weakly correlated with other variable _ 

While the li ting i n t exhaustive, it uffic for the general appr iation f what the c rrelation 

matrix h d n . 
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Table 11; Factor analysis for the variable, communality and eigen values; 

Communint~: Factor: Eigenvalue % of valuable 
ql 1.00 1 7.39 32.1 
q2 1.00 2 3.03 13.2 
q3 1.00 3 1.88 8.2 
q4 1.00 4 1.67 7.2 
q5 1.00 5 1.37 6.0 
q6 1.00 6 1.30 5.7 
q7 1.00 7 1.22 5.3 
q8 1.00 8 0.95 4.1 
q9 1.00 9 0.84 3.6 
qlO 1.00 10 0.72 3.1 
qll 1.00 11 0.63 2.7 
q12 1.00 12 0.43 1.9 
q13 1.00 13 0.38 1.7 
q14 1.00 14 0.26 1.1 
q15 1.00 15 0.24 1.0 
q16 1.00 16 0.18 0.8 
ql7 1.00 17 0.17 0.8 
q18 1.00 18 0.11 0.5 
q19 1.00 19 0.10 0.4 
q20 1.00 20 0.06 0.3 
q21 1.00 21 0.04 0.2 
q22 1.00 22 0.02 0.1 
q23 1.00 23 0.01 0.1 

From table 11, the communality gives the percentage of each variable explained by the 

factor. In this case, it is clear that all the variables are significant in each factor because all 

communalities are 1. There are seven eigenvalues greater than one, thus 7 factors shall be 

extracted to explain the underwriting factors considered important by insurers. These are 

summarized in table 16 below. From the percentLtg\! of variable column, it can be inferred that 

variable qt explain 32.2% of the total variation. Variable q2 explains 13.2% whit variable ql 

explain 8.2% of th total vari tion r ~ ti ely and on. 
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Table 12; Initial Factor matrix; 

Factor I Factor2 Factor) Factor4 Foctor5 Foetor(\ Foctor7 

q' 0.27 .0.44 .().02 0. 15 0 .63 0 .11 0.05 

cf 0.08 0.11 0.27 0 .85 .Oil .{).o'OI .{).10 

cf 0 .37 -0.52 0 .11 .0.81 .():'() 0 .14 048 

q' 0.74 0.08 0.11 007 008 0 . 4~ 0 .24 

<f 0.79 -0.0 1 .0.05 .()().1 Ol~ .042 0.15 

q' 0.64 ·0.05 011 001 018 0 . 1~ 0.14 

q' 0.06 0.27 018 0 ~I 0111 O.ll 010 

q' 0.45 0.61 0 lg 01" 0 l l ~ 1l 0 .12 

q' 0.41 0.53 (l4Q ll ,, O.lll .(J,Oi 0 .10 

q" 0.60 0.21 016 0.01 0 . 4~ 0 .04 0.14 

q" 0.01 0.6] .(lll Oil 001 0 .11 0 .46 

q" 0.80 0.()1 o.m OlXl 
0 ~· 0.13 .0.05 

q" 0.88 0.06 -()('1(1 O.OCI .01 0.12 .0.01 

q" 0.73 0. 16 -01' 00: .0.27 .()OJ .().24 

q" 0.26 0.68 .() 14 .0.' 0 .14 0.32 0.17 

q" 0.51 0)() .0.15 .().Q2 0.06 .0.15 .().12 

q" 0.71 -0.08 .o.:u 0 .40 .0.01 .(),OJ .0.19 

q" 0.66 0.27 0 .29 .() 24 .0.27 0.16 .0.19 

q" 0.63 .0.42 0.15 0.03 0 .22 0.48 .0.04 

cf' 0.68 -0.25 .0.28 .0.21 .0.12 .0.10 0.05 

cf' 0.36 0.26 .0.40 .0.03 .0.38 0.44 .0.36 

cf 0.59 .0.39 .0.39 0.09 .0.15 0.05 0.37 

cf 0.49 0.50 0 .~ .0.05 .0.01 0. 18 0.27 

The initial factor matrix, table 12 above, provides the 

loading of a variable on a factor. Thus factor 1 is heavily loaded 

by variables q 5
, q 12 and q 13

• Factor 2 is heavily loaded by variables 

q'• and q 15
, while factor 3 is heavily loaded by variable q 6 • Factor 

4 is heavily loaded by variable q2 and q7 while factor 5 is heavily 

loaded by variable q1. Factor 6 is heavily loaded by variable q•9 and 

factor 7 is heavily loaded by variable q 3 • 
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Table 13; Final varimax rotated matrix; 

Factor! Factor2 ~ Factor4 FactorS Factor6 Fact01'7 

q' 0.14 -0.22 0.75 0.10 -0.24 0.01 0.02 

q' 0 .04 0.05 0 .01 -0.(>1 ().('() 0.20 0.76 

q' 0 .11 0.06 0.14 O.H6 ·0.10 0.12 0.04 

q' 0 .93 0.13 () 09 0.06 0.0~ 0.12 0.04 

q' 0.82 ().31 017 (U7 0 (~I 0.07 0 .02 

q' 0.31 0 .60 0 .12 0 4K 01 l -O.l.l 0 14 

q'' 0 . (~ 0 . 0~ UUI 001 lUll 0.21' 0. )0 

q' 0 .38 0.6'1 ()()() 0 1\ () 0.14 003 

q• O.o7 0.86 (llll 0(1() 0.16 0.07 0.01 

q•• 0 .26 0 .24 0.78 0.05 0.09 -0. 19 -0.01 

q" 0 .()6 O.OJ -0.2.! 0 .01 0 .0 0.86 0.16 

q" 0.47 0.32 0.54 0 .14 0.24 0.13 0.03 

q" 0.58 0.25 0.29 0. 7 0 .47 0.01 0.11 

q" 0 .55 0 .30 0.07 0.05 0 .54 -0.06 0.08 

q" 0.08 0.38 0.16 -0.21 0.12 0.76 -0. 16 

q" 0 .61 0.18 0.11 -0.22 0.28 0.18 -0 .08 

q" 0 .60 -0.01 0.36 0.05 0.38 -0.06 0.36 

q" 0.20 0 .38 0.27 0.45 0.43 -0.34 -0.01 

q•• 0 .09 O.o7 0.75 0.47 0.28 -0.02 0.01 

q'• 0 .64 0.01 0.18 0.30 0.27 -0.08 -0.26 

q" 0 .13 0.01 -0.03 -0.07 0.87 0.20 -0.01 

q" 0 .61 -0.30 0.16 0.54 0.18 0.11 -0.02 

q" 0.09 0.74 0.07 0.25 0.05 0.38 0.17 

The rotated matrix gives the revised initial factor matrix 

after it has been orthogonally rotatod using varimax. It attempts 

to simplify the columns of the initial factor matrix by making all 

values close to either 0 or 1. (Kipngetich, J.K 1991: 46). This 

matrix presents the terminal solution of the factors. The loadings 

in a given row represents regression coefficients of factors that 

describe a given variable. 

It can be inferred from the matrix that variables q4, qS, qlG, 

q 2o and q22 load heavily on factor 1. Variables q8, q9, and q 23 

load heavily on factor 2 ;variables q1, q10, and q19 load on factor 

3; variable q3 loads on factor 4 and so on. The implications of 

th's is summarized in table 14 below. 
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Table 14; summary of the underwriting factors; 

Factor 1 is composed of the following statements; 
Presence of fire extinguishing appliances 
Servicing of fire extinguishing appliances 
sum insured 
Insurance history of the Insured 
Renewal refused by previous insurers. 

Factor 2 is composed of the following variables; 
House keeping practices of the insured 
Presence of smoke and fire detectors 
Nature of the business in the surrounding premises. 

Factor 3 is composed of the following variables; 
Location of the building 
Premises accessibility by visitors or employee 

Factor 4 is composed of the following statement; 
Activities taking place in the building. 

Factor 5 is composed of the following statements; 
Fire drills for employees 
Perils to be covered. 

Factor 6 is composed of the following statements; 
Previous fire losses 
source of power e.g Electricity, gas and boilers. 

Factor 7 is composed of the following variables; 
construction materials used Storage of Hazardous 
materials 

Section 4: Reinsurance and Marketing 

Reinsurance Arrangements 

All the respondents asserted that they cede 25% of all direct 

business to Kenya Re according to statutory requirements. 

The respondents have treaties with Kenya Re, Zep(PTA) Re and 

Africa Re for a minimum of 25%, 10% and 5% respectively for 

the balance of direct business that remains after Kenya Re 

gets her mand ory cession of 25%. However, these are minimums and 
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reinsurers may arrange to receive business over and above the 

minimum treaty arrangements. 

When the capacities of the treaties are exhausted, Insurers 

resort to facultative reinsurance. Under this arrangement, the 

leading insurer invites other insurers to share in the risk 

according to their capacities and willingness. 

Respondents also indicated that they do cede their businesses 

abroad. The reasons given for ceding abroad are; 

Local reinsurance capacity is limited, Reinsurers of abroad 

settle claims faster than local ones, long experience and 

financial stability of reinsurers of abroad and by placing 

business abroad, there is the advantage of geographical spread 

of risks. 

Methods of Getting New Business. 

As can be seen from table 15 below, majority (71.4%) of the 

respondents use their agents andjor brokers to procure their fire 

business. The second most popular mettod is sponsoring gamesjsports 

such as word cup and golf competitions (21.4%). This is followed 

by Advertis~ng in the Newspapers, Radios and TVs which is used by 

17.9% of the respondents. 
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Table 15. Methods of getting business. 
::,.._ 

Method No. of No. of No. of No. of No. not using Total 
Respondents Respondents R spondents Respondents 

~ 
Ranked 1 Ranked 2 Rank 'd 3 Ranked 4 

Sponsoring 0(0%) 0(0%) 1(3.6%) 1(3.6%) 26(92.8%) 28 
Radio or TV (100%) 

~ograms 

Advertising in 1 (3.6 %) 5(17.9%) 4(14.3%) 0(0%) 18(64.3) 28 
Newspapers/rna (100%) 
~lines 

Sponsoring 1(3.6%) 6(21.4%) 2.7.1 %) 0(0%) 19(67.9%) 28 
8Ports or games (100%) 

Use 20(71.4%) 2(7.1) 0(0%) 0(0%) 6(21.5%) 28 
Agents/brokers (100%) 

Use own 1(3.6%0) 3(10.7%) 4(14.3%) 0.(0%) 20(71.4) 28 
illarketing 

~artments. 
(100%) 

A large proportion (67.9%) of the respondents said they found 

stiff competition in the fire insurance business. This competition 

has forced insurers to adopt several techniques such as efficient 

claims settlement, giving discounts to the deserving insureds, 

maintaining good relationships with their Agents and Brokers and 

going rural through branch networks. Some insurers have also 

diversified into other services which they were not offering 

initially. 

Policy cancellations: 

over 89 per cent of the respondents have had fire policies 

canceled for one reason or another. Insureds tend to cancel their 

polic'es hen the'r inter sts in the nsured roperty is 
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terminated, for example, when they sell their property,. On the 

other hand, there are those who stop insuring when there is nobody 

else interested in the property. Cases of cancellation due to 

selling of property were reported by 35.7% of the respondents while 

25% said insured's termin te their fire policies when their 

mortgage or loan is redeemed. 

Table 16: Policy cancellations 

Reason No. of proportion 
respondents 

Exorbitant 5 19.9% 
premiums 
Unsatisfactory 4 14.3% 
services 
Redeemed mortgage 7 25% 
or Loan 
Selling of 10 35.7% 
property 
New agents or 6 21.4% 
brokers 

NB. N=26 

Respondents pointed out that, occasionally, they were forced 

to cancel policies when insureds failed to pay premiums or had bad 

claims experience. 
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CHAPTER FIVE 

5.00 SUMMARY AND CONCLUSIONS 

The main objectiv of this study was to investigate and 

document the oper tions of the Insurance companies as far as Fire 

insurance business in Kenya is concerned. Among other things, this 

study was to come up with the rating factors considered by Insurers 

before accepting a fire risk,the underwriting and claims practice 

as well as the reinsurance and marketing of fire Insurance. 

5.10 conclusions: 

From the research findings presented in chapter 4 of this 

study, several conclusions may be drawn. These are discussed in 

the light of the objective of the study. 

5.11 The composition of the Fire Insurance Market 

From the literature reviewed, it can be concluded that the 

Insurance Industry in Kenya Comprises of all the Insurance 

companies, the reinsurance companies and the intermediaries. All 

these companies are registered with the Office of the commissioner 

of Insurance. 

Intermediaries include Insurance brokers, Insurance Agents, 

Consultants and reinsurance brokers which facilitate the selling 

nd the underwri ing process of the Insurance compan'es. In the 

s me ca egory, w h ve loss Adjus rs,surveyors and nv s 'gators 
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whose major function is to facilitate claims settlement and 

establish the extent of Insurance Liability. They also give advice 

to the insurers and the insureds regarding ways of risk 

improvement. 

5.12 Types of Policies 

According to the summary statistics highlighted in chapter 4 

fire Insurance is offered through the fire commercial policy, 

Domestic package policy, all risks policy, Industrial all risks 

policy and computer and contractors all risks policies. Fire 

commercial/industrial is the most popular policy in terms of gross 

direct premium collected from 1989 to 1993. The reasons for it's 

popularity include: High sums insured, financiers interest and 

Insureds knowledge of insurance. 

Insurers offer a variety of discounts. These include 

construction discount, fire extinguishing appliances discount, long 

term agreement discount and size discounts. The said discounts are 

given on merit. It was further established that nearness to fire 

brigade discount is no longer offered because of the inefficiency 

of the city fire brigade. 

From the analysis it was established that tariff rates are 

used as the basis of determining the premium rates. Most 

respondents asserted that the rates simply act as guides because 

they were designed in the l970's and a lot of developments have 

taken place in the f're insurance business. 
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5.13 Claims 

Insurers have received a few fraudulent claims. To guard 

against this,they appoint investigators, adjusters andjor 

surveyors. They also require the Insurerds to report all losses to 

the police and complete police abstract which accompanies the 

claim form send to the Insurers. Upon receipt of duly completed 

claims form,Insurers compare the information provided with the one 

in the proposal form. Any discrepancies may lead to suspicion 

warranting further investigations before the claim is settled. 

5.14 Reinsurance and marketing 

All the respondents reinsure 25% of their local business with 

Kenya Re. In their treaties 25%, 5% and 10% of the business is 

ceded to Kenya Re, Africa Re and Zep Re respectively. 

Insurers do cede their business C\broad because of geographical 

spread of risks, financial stabiJ.ity and long experience of abroad 

reinsurers, to mention but a few. 

As far as marketing is concerned, the single most popular 

method of getting new business employed by most Insurers is 

Insurance A9ents and/ or brokers. A few Insurers do advertise in 

newspapers, Televisions and radios while others sponsor 

sportsjgames such as the world cup and golf competitions. In house 

(direct) marketing through the marketing departments of Insurance 

companies is also employed to solicit new business. 
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5.15 conclusions of the factor analysis 

From the summary statistics, most insurers consider all the 

factors as important as far as their rating activities are 

concerned. However, they re indifferent as far as nearness to 

fire brigade, premis s ccessibility and employeejemployer 

relationships considerations are concerned. 

The correlation matrix, indicates a strong correlation between 

location of the building and presence of smoke and fire detectors. 

Activities taking place in the building and fire escape routes and 

employeesjtenants ability to use FEA and fire proof safe for 

important documents. 

The correlation matrix formed the basis of the next stage of 

the analysis, that is, the initial factor matrix which paved way 

for the final rotated matrix. 

After the final varimax rotation, the factors were finally 

generated. The most important factor is the presence of fire 

extinguishing appliances (FEA). Bui~dings with well serviced FEA 

will attract a discount just c1s insureds with good insurance 

history. The vice versa will attract a loading or denial of cover. 

House ~eeping practices of the insured featured as the next 

most important factor. This goes hand in hand with the nature of 

the business in the surrounding premises and the presence of fire 

and smoke detectors. 

The third factor is the location of the building. some area 

are more prone to fire losses andjor burglar· es than others. 

83 



Accessibility of the premises by visitorsjemployees explains the 

probability of an arsonists setting the premises on fire. 

In summary, underwriters/insurers, consider the following 

factors as important in their fire ratings: 

1. Presence of well serviced FEA 

2. Ilousekeeping and nature of neighboring business 

3. Location of the building and its accessibility by 

visitors/employees 

4. Activities taking place in the building 

5. Perils to be covered 

6. Previous fire losses and source of power 

7. construction and storage of hazardous materials 

5.20 Limitations of the study 

The findings of this study should be interpreted in light of 

the following limitations: 

(a) This study was restricted to Insurance Companies that 

were operational as frot;. 1989. This meant that new 

sompanies (about 4 in number) were excluded because they 

could not provide the required historical data. 

(b) out of the targeted 34 Insurance Companies which were 

given the questionnaires, only 28 respondent. Thus the 

findings are based on 82.3% response rate rather than 

lOO%. However, its possib e to gener lize the findings 

with very limited d gr e of b'asness. 
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(c) The study, being an initial research, was purposely made 

too wide so as to cover as wide as possible the practice 

of fire Insurance. The findings are therefore not 

exhaustive but r,ther illuminative to the key 

areas of fire Insurance practice in Kenya. 

5.30 suggestions for furth r rese rch 

From the findings of this research, there is need for further 

research. A number of areas could be investigated: 

First, a narrower scope of the fire Insurance practice in 

Kenya could be selected. One could for example embark on a study 

to investigate attitudes of insureds toward the underwriting 

measures adopted by insurers. Further, the extent of public 

awareness towards fire insurance, fire prevention and fire loss 

minimization could be looked into. 

second, a study could be carried out to find out the specific 

factors that makes fire clients favour one particular policy and 

not the others. Does it, for example have special advantages that 

are missing in the others. What can the insurers do to make the 

other fire policies as popular? 

Finally, a study could be carried out incorporating the 

intermediaries (namely, insurance surveyors, insurance brokers, 

consultants and insurance agents) , to find out their role and 

opinion as far as the fire Insurance practice in Kenya is 

concerned. 
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Appendix 1: 

THE POPULATION OF THE STUDY. 

1. Stallion 
2. General accident 
3. ICEA 
4. Corporate 
5. Gateway 
6. Phoenix 
7. Monarch 
8. Intra Africa 
9. Kenindia 
10. Pan Africa 
11. Occidental 
12. Geminia 
13. Fidelity Shield 
14. Jubilee 
15. Royal 
16. Heritage 
17. Concord 
18. Provincial 
19. Kenyan Alliance 
20. Union 
21. Lion of Kenya 
22. AII 
23. Cannon 
24. ALICO 
25. Kenya Orient 
26. Trident 
27. Cooperative (CIS) 
28. Kenya National 
29. United 
30. Access 
31. Blue Shield 
32. Pioneer 
33. Apollo 
34. Madison 
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APPENDIX II 

Dear Respondent, 

I am a second year postgraduate student at the Faculty of 

commerce, University Of Nairobi. In partial fulfillment of the 

requirement for the Degree, I am carrying out a management research 

project on the topic: FIRE INSURANCE PRACTICE IN KENYA. I kindly 

request You to provide the required information to the best of your 

knowledge by filling the questionnaire attached. 

The information required is purely for academic reasons and 

will be treated in total confidence. 

Your cooperation in this exercise will be highly appreciated. 

Thanking You in advance, 

Yours Sincerely, 

Kuu, s. K. 
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QUESTIONNAIRE 

SECTION I: 

1. When was your company establi~hed? Ye ar ____________ __ 

2. (a) Which of the following fire policies does your company 

offer? Please tick appropriately. 
(i) Domestic Package (DP) ( ) 
(ii) Fire commercial/ industrial (FCI) ( ) 
(iii) All risks ( ) 
(iv) Any other? State __________________________ ( ) _________________________________ ( ) 

(b) state the gross direct premium income (GPI) earned from each of 

the above policies since 1989? 

Year: GPI in Sh.'OOO For DP GPI 1n Sh, 'OOO for FCI GPI for other 

1989 

1990 

1991 

1992 

1993 

Regarding the policy with higher GPI, could you give 

reasons for it's GPI being higher? ______________________________ __ 

3.What type of information does your company seek to know about a 

proposer in a fire or domestic package proposal form? Please 

provide specimen proposal forms and comment on how the information 

sought will affect acceptance or rejection of the proposer? ----
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4(a). What does your company use as a basis for calculating premium 

rates? Tick appropriately and if more than one, rank according to 

importance(ie most commonly used should be given rank 1): 

Basis: 
( ) Experience based rfltcs 
( ) Subjective assessment 
( ) Market rates 
( ) Tariff rates 
( ) Others. Specify __________________________ ___ 

( ) 

Rank: 
( ) 
( ) 
( ) 
( ) 
( ) 
( ) 

(b) Which of the following types of discounts does your company 

offer? 

Discounts: 

( ) Nearness to fire brigade discount 
( ) construction discount 
( ) Size discount 
( ) Long term agreement discount 
( ) Fire extinguishing appliances discount 
( ) Others. Specify 
( ) 

(c) Please list the common instances in \olhich your company has 

found it necessary to load premiums? (example, high number of fire 

claims from the insured) ____________________________ __ 

5. (a) Fro~ your own experience, do you have cases where clients 

have lodged claims for fire losses whose causes are suspicious? 

Yes ( No ( ) . 

(b) llow do you ensure that one does not claim fraudulently? 

6. can you c·te incidents in which your company experienced major 

r claims (Exc eding Ksh. 2 million): 
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Year: Value of claim: Cause of Fire: 

7(a) After a loss has occurred, what conditions must be fulfilled 

by the policyholder, before and after lodging the claim? Please 

provide a copy of your claim form for fire (comm. or domestic). 

(b)Suggest ways that can be adopted to ensure that fire losses are 
minimised: ______________________________________________________________ _ 

a. What type of surveys does your company conduct? Please tick 

appropriately and indicate minimum sum insured or value of claim, 

whichever is applicable in each of the following: 

( ) Pre-acceptance surveys 
( ) Follow-up or resurveys 
( ) Post loss surveys 
( ) Others. specify ____________ __ 
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SECTION II: 

9. Tick appropriately to indicate the level of importance that 

your company attaches to the following fire rating factors: 

Key: 5 : Very important, 4 : Imporla1t, 3 : Indifferent, 2 : Less Important, 

1 : Unimportant. 

Unimporta11t 

(a) Location of the building. 

(b) Construction materials used. 

(c) Activities taking place in the building. 

(d) Presence of fire extinguishing appliances. 

1 

1 

1 

1 

(e ) Servicing of fire extinguishing appliances. 1 

( f)Nearness to fire brigade. 1 

(g) Storage of hazardous materials. 

(h) House keeping practices of the insured. 

(i) Presence of smoke and fire detectors. 

1 

1 

1 

(j) Premises accessibility by visitors/employees. 1 

(k) Previous fire losses. 

(l) Fire escape routes. 

(m)Employeesjtenants ability to use FEA 

(n) Fire drills for employees. 

1 

1 

1 

1 

(o) Source of power eg. Electricity, gas, boiler. 1 

(p) Sum insured. 1 

(q) Fire proof safe for important documents. 1 

(r) Employee/Employer relationships. 1 

(e) Age of the building. 1 

(t) Insurance history of the insured. 1 

(u) Perils to be covered. 1 

(v) Renewal refused by previous insurers. 1 

(w)N ture of busin as in the surrounding pr mis e 1 

(x) Any oth r f ctor ? t t 1 

________________________________ ! 
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3 

3 

3 

3 

3 

Very Important 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 
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5 
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5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 
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SECTION III 

10 ( i) Where does your company prefer to reinsure? Please tick 

appropriately and give reasons for your preference: 

- Locally with Kenya Re 

- Regionally with Afrj c Re, Zep Re ( 

- Abroad (please specify reinsurer(s) & reasons) ------

(ii) What type of reinsurance arrangements does your company use? 

Specify (eg facultative etc) 

11. In your opinion what can be done by the Government, The public 

andjor Insurance companies to improve the fire insurance business 

in Kenya? ______________________________________________________ ___ 

12(i). How does the following rank as methods your company uses in 

getting new policyholders? Give most popular method rank (1). 

Methods: Ranks: 
( ) sponsoring radio or TV programs ( ) 
( ) Advertising in Njpapers, magdzines etc ( ) 
( ) sponsoring sportsjgames eg Olympics, world cup ( ) 
( ) Your agents or brokers soliclt business from clients( ) 
( ) others. Specify ( ) 
( ) ( ) 
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13. Do you have cases where policy-holders cancel or refuse to 

renew their policies with your company? yes ( ) no ( ) . 

If yes, what do you think are the re~sons: 

( Upon taking the policies, th~ policy-orders discover that they 
cannot afford the pr miums. 

( ) Redeemed mortgages or nk loans. 
( ) selling of property. 
( ) Insured appointing new brokers or agents. 
( ) Others. Specify __________________________________________ _ 

Thank You very much for your cooperation. 
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APPENDIX 3 

FIRE POLICY 

;Jftt ((tlti'\tDendiott of the Insured nnmed in the Schedule herein paying to 
(hereinafter called the Company) the First Premium 

rnentioncd in the s<~id Schedule 

'<lllrr Qlontpntt~ ngreCi'\ (suhject to the conditiom containrcl hrrein or endorsed or 
othcrwic;e expressed herron which Conditions shall so far as the nature of them rcspcctivrly will permit he deemed to 
hr conditions precedent to the right of the Insured to recover he1C1111der) that if :tftcr payment of the premium, the 
l'roperty insured dc.scrihed in the said Schedule, or any p;nt of such Property. he de~tro)ecl or damaged hy Fire or 
hy Lightning whether "ccompanied hy Fire or not, at any time he fore 4 o'dock in the afternoon of the last <lny of the 
Period of Insurance named in the: o;aid Schedule or of any suhsefJuent period in respect of ,~hich the Insured shall 
hnve pilid n nd the \ompa 11 ~h:11l havr ilccrpted t h r rcmiurn required fpr thr rcn wa I of thi<; Policy, the ·omp;~ ny 
\ill pny t 0 1 he 1 nsu r cd the vnlu of the prop rty at the time oft he hn pprninp. of its clest n1ct ion or the nmount of such 
«l:trnnR~" 

J•r OVIIlFD 1 IIA 1 the liahility of the<'< mr·ur '~h:lll in no cno;r c cc<l in rcsp ct of c:1 h itrm the: <.um stRtcd in 
the Schcclulc to he insurcrlthcrcnn or in I he hnl th tolnl ~11m in~wcd h~r< h 'M such oth r ttm or ~~~Ill~ o; m · he 
uti ti lltC'clthcr (or hy m mmamhun h r Nl or tt. htll h 1 to !>ir,1 tl y ot nn h hnlr of th Comp:ln 



·- ............ , ,., .. , l'f~ 

d"n4tun UlVCftrtCMlCC~ 'cn:an"tl'IC 

01'W'd Uft I n Po te~ 'ut on 
t ~tna .all ncl.l ~o~ndc-r lhH 

I:Ut Jn'l 1111 or 

""'' ..,,. .,,. :.Jm.JI(C '" ~'""·"HJn tJI "'~' _,ctJ .,, ul"'":rru,,n~ Jr .Jomnoc 
""utrn'c' n .1 .,uthJtn! '" .,.,u~n o~:u ''nut lcnerJict.J .lnd .-.ntl."n ..!.)C1 not '•"m 
;"Jn vi Jn' ~~ "'Ork:s "''II "t< t.Jcerned IIJ tx lou"' lire .... llntn !he mcan•n! 01 I illS 
i 'olu.·\ 

•II .,,, 1,,,, or t.Jo~mJvc f)o.;(.l\hlncd "' o r tnrou~n or tn con,~uC'n c:: ·ll 1 ~c .,urn111 v 
.. nc!ncr JCCHJ,nt.u 1' r Hnl."r""•\c ,,frorrsls oush or.unc p:ampa.s .>r .r un~:tc .Jnd 
nc c :r•rtn ~ of 'anus "' lire 

l"t~cer .lft\ 01 the IOII\114-tn~ .::r:umsu.nccs 1rc •nsur:ancc ceases to atucn a~ retara' o!'lc 
;rorcrt\ ..tllccted unlt"\s tne Insure<~ ~tore tnc occurrence of ,.n, lou o r dJmat(e oou.tns 
"\e ~n,:11un •.>I P\e Compan' Stttn.licd hvrndof"Cmcnt upon tnc PnltC\ r'l\ ur •ln t"<n.:ut .>t 

1!\e (..Jm.,.,n, 

J I 11 1nc lt:ldc or manufacture earned on oc altered or 11 the nature Oflhe occuoat10n 01 
"r •liner C'lrcumJt.ln,t:) .~arectmJ the nutld!nlt tnsured or conratmn~ the tnsurro 
propc:nv ot cnan"ro tn \UCh 3 wav :as to 1ncre:ue the nslt ol' lou or dam~i:C "" ·,. 

PH I ! he hUttdtnl 1nsured l)r .:oncatntnl! tl'le tn\ured proper!\ hc:come unoccuptcd 
.ana~~ rema tn for a pertOd ol more fhan _\0 days 

ICI .1 prorxnv 1nsurcd b< rcmoHd 10 .anv bu1ldtng or pl~cc other tha n thattn ""ntcn 
1 ti haetn \t,.tC"d to be 1nwred 

t<U •I tnc tntert\tln the pron<n' tnsurcd p~ss (rom the Insured otherwtse than tn \Iotti 

'llr opcratton ot I.Jw 

Tht'\ tO)Urancc doc) not C'O\cr .JO\ lou or damage to prooenv wh1cn lithe ttmc ot r~e 
~app<n•nl Olsucn loss or dJimattc tSmsured by or would but lor thee:\1stcn~ ot thtS ?ohc .. 
X truured bv Jn\ \11111nne Po11cv or Pohc1cs C'\CC'pt tn rcsp«t 01 ,.nv e,\CC~ bc'loOnO the 
Jmount ""t'llcn 140uld ha\le been pavablc under the \.ianne PoltC\ or Pohctcs had tht) 
nsurancc noc tKcen ell«tC'If, 

10. Tht) tnsur~~n~ ma'" oc termtn.accd .11 ,.n, 11mc .J I the re~uest ott he lruurea '""'"'en 
CJse the C\lmoan" .... ,,, rct3tn the cuuomary shon pc'flod rate t"or tnc 11mc the Poltc .. nas 
""C'en •n torce Thts tnsurancc ma\ .&ISO at .:anv ume i'>c tc rmanated at the ootton ot the 
C"tJmo•nv on now:c to that ctfect /Xtnv Jt\1!'"'110 the Insured'" \loO!Cn ca1e tne Comoa nv 
nail')( l11 btt' 10 repay on detnand 11 rate-able proportiOn Of the pre meum to r the unexptrC'd 
~crm trom the d.ue ot C71nctlmenl. 

II On "*c ~uaooen1n~ Of Jnv lo,s or da~ma lt'C' the Insured ~nail fonh\lollh l_tt'-C nooce 
t~creotlo th~ como:r.nv .Jnd ~ha~ll wuhtn 15 d.J\~ .Jlta the IIJ)~ or d.Jmd~e or sucn further 
'tr.'IC"" t"1e Comp.~n .. m .... .n 14-rtUn~ .1llow '"thou bcnatr d~ltHr :o tne C~.>mo;,an ,·. 

1~1 -' "ta'm tn "'"""IJ for th~ lou and dam:r.gc cont.:umng as particular Jn Jccount u 
mav be rt'3Son~OI\' pr.lcttc.able or Jll the ~ ... er31 artiCle or rtems ot oroocny 
J .. mii'(cd ur liC"StrO\C'd ;ano ~• t r.c .Jmount "'' 1hc loss ->r .:bm;~~~ t!'leRto 
.. nDC'Ctt-..cly J,~"'"J rra:ard 10 their '~lue .u the tcm~ of tnC' lou l)t d3magc 
.,ot tncludtn' prolit ol .&nv ~md 

t b, pantcu&us 01 oatl other 1nsur:rnccs ,r anv 
Tl-c fruured shall ~l.lo at Jll ttmc-s,.t ht\ o"'n expe-nse nroduce procure: and gtv~ to the 

Com~av 0111 \UCh iunncr paruc:ulars pi.Jn) ,PC'CUICat•ons books \'Oucncn •nvotces 
oJupuc:ncs or coo•es thcrenr documents prooh .Jnd •ntormaoon \lollh rrsp«"t 10 the ~!.um 
.Jnd tht' oruun ~nd c;ausc ott he lirt .Jnd the orcum.stances under "'h!Ch the loss or damage 
~""Curred .Jnd anv nauer:ouchtn!J rhc lt .. n.lu~ •lr the .. mount oitheCoJmo.anytogct~rw-ttn 
J \Jet'IJr,.uon oJn o~th or 10 other leu I form of the' !ruth 01 the cloum and 01 .any m . .atten 
:onn«ted hcrc .... uh. 

'io cutm undt'r tht.s Pohcv sh.all be- payabk: unk:s.s che turns of thJS c:ondiuon have been 
:ompucd ""1Cn 
1:.. On tht' h.appcntnc o( any lou ordilmagc: to 11ny o(the property tn.sun:d by thiS Poticy 

"'" Company may 
Ia) enter aDd t.ak.c and kttp pos:JC1Sion of the i>uUdsna or prcm1xs where Ux. leas or 

JamAJC W happened 
I b) u.t.e pos~E:SJ.~on o( or ~au•~ 10 be de!t~red to 1t 11ny property of the lns~d ll1 

the b1.ulchna or on 1he prr-ntscs ~~ the ume o( the loss or d.irnage 
{c) kt'ep po.caton of any '...:n propcny .and eumt.OC son J.rnngc oc ~mo\oC or 

~Jt~rw'lt dnl ....,,h the ~&me 
fdl ~ell anv such ;>rooc:rty or au~ of the :same (oc ~c::c.ount of whom u may 

concern 
'tht' oowcn conlcrT'C'd bv thu Cond.uon UWU be c.Mtasabk' bv the company u a.ay ttmc 
... nttj nouce sn wTumau p-..:n oy the Uuured that he ma'cs no c:a~m under tl"' pobc:y or U 
J:t.V c:.atm 1:1 made unul sucn aacm s linaUv dncrn:unco or wuhdrswn &Dd t.be Cornp&DY 
\ l\lil not bv anv act done totheeurox or pu.rponcdeu~uc at tts ~"' ~LOCW' 
~nv l.ao1utv 10 tne lns.ul't'd or dsnuaa.ft 1U nanc co ~ly uoon any o( the c.onwtions of thtS 
?oi.ICY '" ans'ao'Cr to anv c~um . 

If t"'e Insured or .anv ocrs.on on ~ts ocn.aJ( ,nau noc com ph '"''"h !he requu~mc-:u.s of the 

""":~ fn)urctJ \n.JII :101 10 ~0\ .: .. lloe "'oC cnlllfC'IJ to .Jn~nl,lon ..Ill\ rro i"'C'n \ to tM C' C·..lmoanv 
""nctner :J. a. en pos S< UI0n ,,, !:1' tne C .Jmpa n' or '101 

J. II tnc cb•m noc :nan' re\oect fr.Judutenl v r u lfrv f:lt~c: cecbrauon oc t'l'l.aacor used 1n 
\Upport thc:n:of or ,f Jny lraudulcm ":"!'C'3ns vr d C"VtCes .ln:' :..t '<O b .. :n~ lnsu~d or ~nv one 

Jcun~ on nts ochai( to ootatn .Jn\ ?cnciH :!nO~r t.'\IS Policy o r tl tne Insured or tithe ctum 
x ~.Jde J.nd rt"~ectra at\fJ ~n act1on or '\.Utt LX ,,Jt ..-:omi'Tlen<=ed "'"'':'~'" mre~ montns outer 
, ucn re!CCtlon or f1n C...tSCS ot ~n uD4tr~tlon t.l a. 1n' plil« :n pur~u.;ance ot the l8thcond1t1on 
.>t th 1,. Pol.c\J ... ""'" tr.rce mo'1tr.s ;~n:r tnc- .JrY.:rator •Jr .Jrrntr:uon. or umptrc Shall ha~oC 
-nade tn~tr aw.1.rc .1~1 ocneftt l,;O<Ie'r t ~~s iloiK:T snail :x :lJrl '!'tled . 

14 fhc C vmpan'lo ~ .. .at ~ .Jotton ~-:10\Glle .).( -ro1.ace the oroocn\ ~maged or 
.;estro,ea or anv ~rt :!"'e"":'OI t:Ut!'l<1 01 ~~tr:~ 1:-;e :Jmoum •. H ::1e 10U •H d:una~ or ma.v 
~o• n wuh an\t oU'tcr Cumoanv or n.sun::"1tn \0 001~ out the Comoan ' :or~t1 not oc bound 
:o rc1ns~tc exactly or ~omtuc!e•v ~~ ontY .u ..... rcurm;unccs ;xrmat a no 10 rt'3SOrabtv 
sutficaent m.anncr .lOd 1n ... o ~...asc \'1a.! ·-.c ,: .,,...,Diln' "X" '-Juno to <:':x na r.1orc tn 
rc:nsu.tcm.ent U\an u 11o10wd ~..a ·.,oc coso. to ~csutc sucn oro:xrtv u It '*liS a..s lht' umc or the 
accurrcnce ot sucn. tOSS or .uma~ :oot' ~ore ·n.an :y: ")(:\Urn :nsureo Dv t :'IC" C0moanv 
!here on 

If tnc Companv to elect •o ~~ns te ot #• ;).ace .,....., .;r-('locn' 'X Insured snail .at h1s own 
e.x.ocnsc lurmsn 11\c Cum01 "" - fl:l ·a :::an-i. \OC:011C:Jl10ns ~nure:"lents 4U3 n(tttcs •nd 
\UCn otnt'r partCUOil rs .u the Cum~n.) -:r ........ r~ .... ..,.Je ..1nU :10 ~a.-u oonc orc:1u~o to oc done 
'Jv the Com til :w wuh il "·ev. co reanu~·e~!'ll cJt -oe:uace~c:lt S"liJI DC' deemed an crct1ort 
:J\'tht' C\lmnanv to rctnJLJl~ r ~;!:a ~ 

If 1n anv ClloC t!"'c C .lmpanv u1..a:J ft tf c to -·a~~tc or :T~Ir tne proocny ~'~<~D)' 
1nsured because ot anv mun•<l~l or oc tt:t r -=-J"lr.1l10M rorcc .diC'C't:na: U"'e ahgnmcnt of 
.trrcu or 1 he: l.!onstructton 01 ~u.idaft!• ot oc-~ .. . ~ 1 C mo.11' -.r.ailan every sucncasc 
->nlv be liaok:: to pay u~en tum as GUM: e r:_ ... ";.c 10 ~ s:.uc or ~:.tatr \...en oroOC':-tytf 

15. oaaw do :toG concur ~n dotn~ anCI oc:rmtt 
10 be: Jane .11! ,ucn Jets ,.nd r:''hS .:£J ~ -::n.H . uonaDtv ~ouu'C'd '>v tne 
Cump..tn\· fiJr •he ourposc or ei'uorc~n , v l n .and "":=nc-d.-:-~o or 01 oou1ntn~ n:~ocf or 
1ndemr. tiV trom other puttC"\ '"" wn.cn rt~ Co:":"'OIIft• t.'U I YOr •l)l,nd ~come- ~titled or 
subro~:u~d upon tts oav1ng 1ur or~.:· J ooa al'!-. r mat: nc~:r :nai Pouc'> ..,nether 
.ucn .1to:ts .Jnd th1ngs ,nail "tC ..Jr "tC'COmt' Y':'O-Wn' o.r -rc.z•rrd ~ lore .>r llkr ,tJi 

naemntttC.ltiOn ov the C um()llnv. 
!6. If at the umc: 01 .1nv toss or oamaac ~~cP'(nonc •o.an" :w-oocnv .. c:ero.v•nsurca tncre DC 
.1nv other )UOStStlng 10surance or tnsu:r:ll"'..:es ,.nc!nc:r "'11ec:~a '!>v 1-;c lru.ur:o Ot' ::J"Yanvocncr 
person or ocrsans .:ovcnnt{ lo'le same oroxr.v t "'IS Comoa:;v sc .. il -:ol X ia&ie !o OilY or 
.;ontrrbute more thiln 1ts r.ucaole :!rooor.!on oi sac:l lou or ~~g~. 
17. If the Droocnv hc:rcov tnsun:d snail at the "n:::u.mg out of o~nv (ire oe COikctl~lyo( 
llJ"C'ater ...... ~than tne sum msut"C"a thcn:on then rhc Insured i!U.J X consulercd u oan~ Drs 
~wn 1nsurer ior the dttTerence and siull bear .ll'3tc:l:tlc: orooonron oi tnc: IOS.S ac.cordtng.fy. 
Everv 1tem ti more th~n one ..Jt :.:te Polley s:l.all be seoaratety 'uO~C1 to 1n1s con<Jil1oa. 
18 .. I( any Jifien::xes u to the ~mount oi any loa. or cunu:ge sucn d1ffcrcnce sn-a.U 
indcpcndc...•Hiy of aU other qucsuons oc reicrred to t.hc oects1oa of an a.rotD"2tor to ~ 
1ppocnted 10 wnung by the p.aruc:s 10 01ffCTeoce.. or. ti t!lcy canoot ag.."""ee uoon a san&)e: 
arourator to the decJsaon oc two dtS:nterested ;xnons .IS ~rottraton oi who one shan be 
.1ppomted tn .....,rtttng by each oi the ~art1es """ntn twocalenaar montns J.IIC1" ha.vm~ Df!nl 

rcqu1 ~d so to do 1n wnung ':;'f the otner c.:~cty . In case ~unc:r partY Sl\all refuse or t~ti lO 
.J.DpotAt a.n arbttr.r.tor w11h1n two ..::rkndar montns .Jttcr ~cc:1ot o( nouce m -.nltn~ 
rrqu.anng an aopotntmc:nt the other oart~ snail be at !.!bcrtv to aopomt a soiea~oiu:uorand 
in ax o( dtsagrrement txrwccn tne :ar01trators tnc <J1ifcrence snail be reiC'rrca to the 
dec.Ston of an umptn: who sha ll ha'< b«n apoo10tea by them tn wrmng txt on: :nt.enngon 
the !'l:ie~nce and who snail su wuh the uonr.1ton ~nd orestae :tt tnetr mceung:s. The Oeath 
o( .anv pany sh.all nOt ~voK.e or atlcct tne authonty ur DO""~' ot the 3rOttrcuor .. HD1tr.uon. 
or umptrc ~pcc-ti\'Ciy 3nd 1n the: event olthe dc:atn oi~n alol:lttr3tor or umo1~ anocnersnaJI 

10 ue.n c.asc: be apoomted '" hts ste3C ))v tne pany or ar:utr:uon (as H'IC' ca se may be) b\· 
whom the :arCutntor or wnptrc so J ... mg was aopo•ntea. fhe costs Oltne ~1ercnc:e and ol 
tbc awud shall be 10 the di.Jcreuoo of the art:tttrator. arOttnt.ton or ump.rr: mak.i01 the 

•~rd. And it lJ hereby e.xpn:ssJv mpul~ted ar:d decla~a that 1t ~ Nil bC' a. coodtuon 
pR«dC1U tO a.ny n~ftl o( JettOn o r SUit UOO I"' t~IS OOIIC'l tr.at the JW3fd tw iUCh .Jr011faiOr. 
.ubttr:uon or umo1re of the amount ot tne lou or ll.Jm.alo!r: ti Jl..,Ot:tell snail b< f1rst oouunca . 
19. In no cue wnau:vcr snalt th e (..,moanv .-x 11.1clc :'or .Jn' le1s o r aama2e ;31tC'r th: 
::.x.ptnllon oi t'Mt:lvc momr.s ,rom the :-..aoocmng 01 tne ;oh or !.1ma~e un1eu t r:c c to~. tm tS 
•ne suDfC'ct of ;xndtr.r: act1on or Jr~ttr<Jtton. 
.=:o. t: ... cry noocc and o cher commumcauon to ·n~ C :Jmo.an' reuutred O,· the<.e C;• notllOn~ 
'T'IUst be ,..nucn or onruc:a. 
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APPENDIX 4 

DOMESTlC PACKAGE INSURANCES 
PROSPECTUS 

Subii!Ct to tnot term' and conditions of the Comoenv's usual form of polk:y. The '"'urance offerl!d is baSfld upon the fact that the 
build inqs are occupied as privan rusidences only and are not sub1ect to 1hnorm'!l hllzord. 

SECT10N A- BUILDIN~§. 
LOSS OR DAMAGE CAUSED BY 
1. FIRE, LIGHTNING, THUNDERBOLT, EARTHQUAKE or VOLCANIC ERU PTION (inctud"''J Flood or overflow of tl~e Sea 

occasioned therebvl or SUBTERRANEAN FIRE. 

2. EXPLOSION 

3. RIOT AND STRIKE 

4. AIRCRAFT or OTHER AERIAL DEVICE or ny rttde drooped therefrom 

5. BURSTING or OVERFLOWING OF A WATER TANK. APPARATUS OR PIPE EXCLUDING 
(a l the first Shs. 500/· 10 resPeCt of each and every loss 
(bl loss or dam~tqe whi lst the 8u1ldings are left unfurn1shed. 

6. THEFT ACCOMPANIED BY ACTUAL FORCIBLE AND VIOLENT BREAKING into or out of the Buildings or ~nv Jt1empt 
thereat EXCLUDING loss or damage occurinq ..Alilst the Butldings are l~ft unfurnished. 

Provided that durinq any period when the prtvate dW!IIinq house ts left without an inhabitant cover against Theft is su~pendP.d from 
the beginning of the 31st consecutive day of such unoccupancy. 

7. IMPACT WITH THE BUILDINGS by any road vehicle or animal not belonqtng to nor under the control of thP. Insured or any 
member of his family normally rMidinq w1th him. 

8. STORM or TEMPEST (including Flood or Overflow oi the sea occastoned thereby I but 

EXCLUDING 

(al the first Shs. 500/· of each and every loss. 
tb l Damage caul'!d by Subsidence or landslip, and 
(cl Damage caused by Storm or Tempest as regards any buildings in course of construction reconstruction or repatr (unless all out

s1de doon, wtndows and other openings thereto are comolete and protected against such perils). awntnqs. blinds. s1gns. external 
television and radio antennae. al!fials, aenel fittings. masts and towers or other outdoor fixtures and fi ttinqs oncludtnq gates 
and fences. 

AND IN ADDITION: 

9. Additional Expense of Alternative Accommodation and loss of rent (not exc"eding 10 per cent of the sum tnsuredl in the event of 
the Butldings beonq so damaged bv any of the above penis as to be renderen Ulllnhabitable. 

SECTION B-CONTENTS 
LOSS OR DAMAGE CAUSED BY 

1. FIRE. LIGHTNING, THUNDERBOLT, EARTHQUAKE or VOLCANIC ERUPTION OR SUBTERRANEAN FIRE. 

:?. !:XPLOSION 

3. RIOT NO STRIKE 

4, AIRCRAFT or OTHER AERIAL DEVICE or ny article droppl!d therefrom. 

5. BURSTING or OVERFLOW! G OF A WATER TANK APPARATUS or PIPE !EXCLUDING damaqe causP.d thNPtol. 

6. IMPACT WITH THE BUILD! GS by ny road vehicle or ammal not belen tnq to nOf' und~r he control of the Insured or any 
tn41mt:l r of htS f mlly r idinq •th h1m. 

7. TORM, TEMPEST. FLOOD EXCLUDING th • t Shs. 500/- of e ch and every loss. 

q THEFT 
(e ceo 0 VIOLENT SRE Kl G mto 0t out oft ull onq r nv tt mol n 
I I 

I . 

(II 

ttl uon '" 

I ) 



PROPOSAL FORM 

QUESTIONS TO BE 1\NSWEREO BY THE PROPOSER 

~----·-----------------------------·----

1. Name of Prooo~er (,, fulll ........... . 

.. ... ....... ... . ............................................ 

Postal Address .. ....... .. ....... ............. .. ........................ . ...... .. . 

Pro fess1o n or 0 ccupatton ... . ....................................... . 

Residential Add ross I at wh1ch the onsurance 1s reQuired l. 

............................................................................................... . .................. ..... .. . .. T~I.No ................ . . . . . . . . ...... . . . . 

~ lease 

'Jse 

i31ock 

O::ap 1tals 

First Penod of lnsuronce reQutreO -- From .... ...................................................... To .................................. . ...... (i ncluslve} 

Note: 0 1ease g1ve def1mte answen to each question-ticks o r dashes are not sufficient. 

2. Of what matenals are the buoldings constructed 
(a} Walls 7 

(b} Roof ? 

3 What 1s in he1ght 1n storeys ) 

4. How are the outbuildings (if any) constructed 

(al 

ibl 

Walls) 

Roof) 

5. Is any bustne~. profesSIOn or trade earn~ out •n any 

port1on of the prem1ses of wh1ch the res1dence forrrn a part ' 

If so . g1ve particulars 

6. Is the restdence ,a) a onvate Owellinq house 1 

(b) a self-contatned flat w1th separate 
~ntrance exclus1vely undtr your 

control ) 

lei roo ms not self-contained' 

Is the rPs111ence soiP.fy on your occupation ' 
'1nCfud1ng your f~molv nd, servants) 

C>o you l"t •ne res1d nee or h~ve tJoaro rs ~ 

Woll the r "d nee be IP.ft ·••thout !In onhat)llant: 

lal for more than cons!!C\Jtllll' days ' 

(b) lor morP. than JO conSI!CIJ!Ive dav ' 

lcl tf so. stare p nod of unoccupancy • 

0 Ar~ 1h butldrngs tn , good st t of r "and w.tl so 

3 

bl 

cl 

tnt on d' 

.. 2 Ia} .... ... .............. ..... .. .... .......................... ..... .... .. ............. ... ..... .. 

!b} ·· ·································· ··· ...... .. ...... ..... .... ... .... ... .... .. ........... . 

.. 3 

4 (al ...... ... . ....... ........ . .... ....... ......... .... .... ........ .... . . ...... .. .. .. .. ......... . 

(b) ............... ... ............................................ .......................... .. 

5 

6 a) ........................... . 

(b} .. ....... ..... ............ . 

'cl ....................... . 

.. 1 

.. 8 

9 

Ia) ..................... . 

(bl ........... .. 

lei ....... . 

• 10 

II ll 

bl. 

cl 

dl 



PROPERTY TO BE INSURED 

iECTION A- BUILDINGS 

he Proposer's residence being a pnvare dwP.IIing house or prrvate fl at and all the domestiC offices. 
liab les. ga rage and outbuildings on the same prem1ses and used in connectiOn therewith. and the walls 
~res and fences around and perta1n1nq thPreto. 1ncludinq landlord's fixtur!s and fitt1nqs 1n the sa1d 
~oi ldings all si ruated as above. 

l~; j .. ; h~. ~·~·~ d·. b~ i id i ~~~. ·~~-~· . ~~-~~k ~. ·~ ~~ -~~. -~·;. -~~~~~~ t~. 't;~;~~ · ·~~ ·;t,·. ~-~~ ~-~ .. ~jj~·: . ~-~·~·~;~·;~·: -~~~be~t~~· -~;. -~~~-~i 
'Oafs except as spectfically mentioned} 

... ...... .................................... .. .... ........................................................................................................... 
........ .. .. .. ................... .................................................. .. ........................... .. .......... ............... ... .. . 

~TION 8 - CONTENTS 
ln furniture household goods and personal ffrcu ''' v rv SCriPtion thf' PIOPerry of tho! Proposer 
r of any member ot the Proposer's fam1lv norm1ilv <1d1nq w11h the ProPwer, 111d fiXtUies and 
!tinqs thll Proposer ' s own or fo r wh1ch •he Prop '"' 15 I~Qally rr:soormble. not bemq landlords 

l~tures and fittings, 1n tile Buddmqs of thP ProPO~er's r .. s•d nee. 
lhe policy does not cover 

Property more specifically 1nsurl'd 
ii i Deeds, bonds. bills of exchanqe, promissory no te • cheQues. tra>~ellers cheQues. secunries for 

monev, stamps, documents of any 1\md. cash. curr~ncy notes. manuscnpts. medals. coins 
motor vehicles and accessones Jnd live stock unless mentioned specifically herein . 

ii i) Any part of the structure or celiinqs of the Bulld1ngs, wallpapers and the like or ex ternal tele-
'Jis1on and radio antennae. aenals, aenal flt!lngs,masn and towers. 

o one article ( Ft•rmrure . Household aoohances. Pianos and Organs excepted} snail be deemed of 
learer value than 5 per cent of the Toral Sum Insured on the conten ts unless such article is 
Oec1fically insured. 

Oectfy here anv ~uch art1cles of greater V<~lue 

ha n 5 per cent of the total sum 1nsu1ed on 

l,d contents 

·· ·· ··· ···················· ···················· ··· ·· ·· ············ ···· ······· 
! ........... .... ... ... .......... .............. ...... .... .. ... .................. . 

...... .. ....... ...... .......... .. ................. .... ............... ........ .. 

Total sum insured on contents 

e total value oi platinum, gold and Sliver art1cles. jewellery and furs w1ll be deemed not to Exceed 
~~t h~rrt at the total· ~um 1nsured on he sa1d contents unlf!ss spectally agreed. If the sa1d value 
lce'!ds this proportiOn please state the rotal value of such oroperty . 

!£_TlON C-ALL RISKS 
DESCRIPTION 

must be descnbed and 1ts value stared . -------------------

!-..__ 

~----------------~---------

num~r of servants ~mPiov 

nn ................................ - ... St I men ..................................................... . 

W tchmen nd Ou •n ................................ . 

10 msu1e YOUr hab locy or n In 11v 

Shs: 

Shs: 

Shs: 

Shs. 

Su m to oe 1nsured. 
I Full Value) 

Sum to be 1nsured 
I Full •Jaluel 

Sum to be ~nsured 
(Full value) 



APPENDIX 5 

PI~OPOSAL FOnl\1 FOR t;·lnF INSlJHANCE 

11\fPOHTANT: All qucslinm rnml he fulh· r~nswcrcd . A lirk nr das h is 11<1 1 sufficien t 

lull t\'rnnc· o f' l ' r ot >Oif'l ........ .... ...... ....................... ............ , ........... . ... ............................................... . 

l'ul /111 .' l rlr/rc~l .. .... ............... . ... .. . ,. ..... fl1 O(CI.I i0/1 01' 7 .117!1r .............. . ..... . ..... .... . . 

l 'ui r> rl o f' ln .l lll t/111 '(' .' I 111111 ..... .... . . ............ l () .. . ............ .. ........ . . .. .. . . ... . . . ...... .. ... .. . . . 

l ·'i r1 1 I •, !'Il l i ttt l l . ........ .. ... . ...•.........•..•••.•.••••••••••.•.•.•...•....•........•............. .•.• ... .. . .. . . .... ............ . .. . ..... . ... ..... 

I'HOI'I-IU \ I 0 BE IN"'UHFD 

I ht· llrrildilll' ...... . \lntl'Y~ i11 hrirht built o f ............................. . and rnnfcd 

wit 11 ......... .. . ... ~ilnalc I R ............................. 1'1<•1 Nn ....... ... . ... .... . .......... in 

.. .......................................... Tt'" n~hip/ l>i s tlicl . 'I hr 

ll ni ldi ng i~ ntT npied hy the in~m<'d ns ............... ............. ... .. .. . .... . .......... ................ ........ .. 

:11 rd by <•I hrt •; as ........ .. 

. (if mmr th :m nnr ll c•usr prcp:11c n lis t). 

) . I IP11srhnld gnPd~ ;mel pcrmnnl cffrcls of CI'Cty dcsni ption (nrrrt ns mcnliPncd hc low) whil~t 

wnlnincd in the h11ilding dr~nihcd by Item No .. .. ......... ...... ................................... . 

t!'Hllidc scpar :ill' sum ln'III C' d in Fach lluilding if IIHlt(' thnn I lluilding ro1rtrd) 

NO 11·- II i~ drrl :11rd 11ith tc~pcr l lc• thi s itcm:-

(;1) NP otlt' .•\ rtick (l lllllitrllc, Hdrigrrntors, Wireless Rrrc i1·i ng Srt~. l'ianps :llld Org:lll~ c~ crptcd) 

shnll hr dl'rmcd nf grcnlrt v:-~lnl' lh:-tn fi vr per cent of the l'nt nl ')um Instil cd n· 1 hr Contents 

clc~rril>,·d in th r Srhedulr. tildes~ s11eh nrticlr is spcciallv imu rc d a~ scparntc item . 

(h) ·1 hat thr insurance hcrcll\ o: rl udr~ an~· :-trticlc-~ sprcifir:lll y lmtuccl whrthrr lw thr Cnmpnny 

n r :1111 nthrr lnsutrt 

I i" nf itrms IP hr ~pcrilird: (A11:1rh a li st if nerd lw) 

.................. .... ············· · ································· ··················· ...... . 

2 ........... ············ ······ ·· ...... ...... -··· ······· ········ ·········· ····················. 

1. . . . . . .....•... ~. . . . . . . . . . . . . . . . . 0. . . . ........ . 

,, 
·······- ... ·············· ············· .... ········· .. ..... . 

"'"'I in tr.tdt · n•miqiru• chicflv of ····· ······· .... .. ................. 

············· .... .... ... "hilst rnnt:rinr rl in lhl' 

l•nildint• rlt'\t 1 ihrrl h\· itrm () .... ····· .... ············· ········ • • • • • 0 • • • • • • •• ~ ••••••• 

I . 

. ... ········ ......... . 
... ......... ........ .... ........ ... ...... {,\lin h n li~t if nu·d Itt} 

I 01 

Sn m to hr 
f ii~II I C'd 

Shi llin g~ 

(lfl 
I i1c p,,t. ' I ut th 111•lil' 
nf nn r II n I'IC'Illilllll I I" 

hlr 

•• 

IZ: tte 



QUESTIONS TO BE ANSWERED BY TilE PROPOSER 

I. \\'lio is / <Jrc (a) the owner o f the huilcling(s) .. .................... .. 

(h) the nccupant(s) or tile hrrildillg(q ............ .. . .. 

2. llow <Jrc the buildings light ed and heated ................... . ..... . --- --- ----- --------------
1. Jla i'C yo u ever had a rir e in these premises or else11here? If so, 

q:rtc full parti crrlars ...................................... . 
J( ,1,·c vou ever hnd a rir c in tli r~e prrrnises or t•lsc,,hl'le in 
p;rr t rrc;ship with or in co n,ill ction wit h anv other fWr so11 or p r snns'} 
If so . stnte full partir11lar s.. .............. .. 

4. ll an• yn11 nTr proposed 10 any corrrpnny lor 1 itl' In nran~c and 
bee n rt'it"cd, either on ~·o ur '''' n arn>trnt lll on .trn till! of :111\' 

firrn or partner ship, or in rnnjnrtion 11ith "''' other person 01 

per sn rr s?............................. .. ....... ...... ······ .. . .. . 

t\rc vn rr at present insured in thi\ or <1111' ntht'l <'nmpany? If sn. 
q;r tr trill partil'lrl:lls ..... .... ..... . . . .. ... ..... ... . .. .. . 

llns any I ir l' lmmancr I'Pliry, ctl\'rtcd I,. vou nr irr l'n11juctin11 
ll'itli :r11~ · ntli t• r person, ever hcc11 cn11celled h nny C0rnpnny hrfnre, 
or r>n c~pirl''? ....................................................... .. ..... .. 

---·- ---- -- -------·. ----- ··- ~----·-

I l;11 c "''" c1 cr hccn ba11l..r11pt , insnh ent. 01 rmrdc n cnmpromisc 
with ,·nn t creditors? ........................... . 

---- ------···-------
Is t li e l'oliry to he assigned to, or held hy, any creditor. <IS collntcr <1l 
secrrr ity? If \n, h} whom rrrrd for whnt amount .................... . 

-----------------
ltc J'r>ll rlll illg qllc~tiom 1\.tliSl' be am11ercd in respect of ri sk ·. OTIIER thnn privnte dwellings --- - - ____ .. ____________ _ 

II there h\ a11y stme <H ttrrnnce (other than a common rire Pia~,;- · 
or Cnnl..i11g Stol'e, set i11 Brick, with brick chimney) in the Building, 
or if l\lachi11ery of anv kind he used thcrei11, state frrll pnrticulars 

············· ·· ···· ··········· ·· ············· ···································· 
If a l'ipt: Sto1 l' i' used. st;rtc also:-
(a) On 11lr:11 rnatcrinl the Stove is fi~cd.............................. (n) 
(h) Whether pipe i' carr inl into hr irl.. flue......................... (h) 
(c) \\'he! her pipe j, \\ ithin nine inches or urrprolected wood 

\\'01 k ...... .. ...................... . ······ · ······························ 
Is anv l'rores\ of 1\l;rnufr~ctrrrc rruricd on? If so. ~tate full 
patliculars .. ... ..... . ............ .... ........ . .... .. ......... . .. . .. .. .. . 
Is there ill\) Steam, Cia~ Oil, or Fkr11 ic En,~tine Power used in the 
Buildi11~? ................. . ............................ .. ........... .. .. . 
!'or "hat purpose is such power med? .... .. ....... . .... .. .. .. .. , 

•\rc gPods or lcrchnndi~c of a ha1r~rdous description stntcd in 
the lluildinv.? .. ............. ........ . .. . . ..... ... . .. ....... ... ...... . 
Is there Oil tll Petrol or l'ctwleum hpt! If so, 11hat qur~ntit)? 

Is the lluildinr. dctrrchcd! If so. ~tatr distance tn nc:uc~t lluildin1•, 
its l'lltrtruuinn :urd orrupanC\ ?.. .. ....... .. ... . 

I ltlll Inn' ha1 l' I(Ht ~·orHhtued hmim·ss 
(a} in rhe c prcmi~c and 
(I ) cl r" h r c' 
I he full tithe~~ of • II\ form r hmine(~ 11111~1 1 

(c) 

( ,r) 

( It ) 

·-- ---------·---- ----



APPENDIX 6 

DOMESTIC PACKAGE INSURANCES PROSPECTUS AND PROPOSAL FORM 

MHE 1. 

The ln ~ ur :tn ce will he <;uhiecl to the tcnm :md condit i on~ of th e Company's \f<;tlf11 form of 
p~licy. a sperirm·rt copy of which will he ~ent on request . ·1 hr in suran ce on both buildings <1nd 
CClltlents is h;~~ed upon th e f;~ct th :tt thr l)lfildinp.<; ;ttt' occnpird ;ts priv;~tc dwelling~ only, anti 
:trr ~nhjc·ct to nn ahnonn:tl ha1ard. 

NOTE 2. 

Please ensure that you co rt sull u ~ prior to lr:tvinf:! the ho tt se for lonf:!er tha n R da ys in ord er 
th:tt yo u may obtain advice on restrictions :tnd cover. 

l:iJ ·CriON !\. 

Bt 11 LlHNGS: 

LOSS 0 R DA~f /\(; E C/\ tJ SFD BY 

1. Fire, Li!,!htning, 'Jitun ckrholl, E:trthq11<1kc or Voknnic Emption (includi ng rlood or ovcrnow 
of the Sr<1 occasioncd thereby) or Suhtcrrnnrnn Firc . 

2. Fxrlo<don. 

~ - Rint <ltHI Strike. 

tl . Aircraft or other Aerial Device or any artirk drnppc·d thercfrorn . 

~. Bursting or Over rltming of a Water 1':111k /\pp:uatus or l'ipc exclud ing:

( a) tlw first She;. 500/ in tesperl of cach :rncl every loss. 
(h) loss or d:1111:tgc whilst the Bnildinp,c; are lrft 11nfutnishrd. 

(, . 'lhl•ft :tccornpaniccl hy :t<:tual forrihlr nnd \'inlcnt hrrnkinr, into or o11t of thl" Buildings or nny 
attempt lhrll'<lt rxcludinr. lose; or d:tm<1ge nccurtint• whil<;t the Huildinp.s ate left unfurnished 
l'roviderl th:tt duting nny ('!'tiocl when th e ptivatr clwrllinf?. hn11sr is left without an inhabitant 
CO\' 1 :1J•:tinsl tlwfl i~ <:llspt'tHkd lro111 lht' lwr:inninr. of th • :1 lsi cnnscculive d:ty of c;urh 
llllOCCIIjl:lllC I 

7 lmp:tt I vith t hl' Huildin .s hy an 1 rond \'Chicle or nnirnnlnnl hl•lt n •inr, to th ln <:utt•d or anv 
mrml 1 of hie; famil • nor111ally rc~idinr, with hirn 

R 1111 t 1 I 1111 c;t fitH ltrtlin• l·lo1 d or ( r flm • of lh S ., 1 • ·:tsinn d th •r h •) til l 
F,<'llJDI C -

1 h ' II t • h ~ 0/ 



SECTION B 

CONTENTS 

LOSS OR DAMAGE ('/\USED BY 

I. rire, l.i~htnin1~, 'llwndcrholt, Farthqn:-~kr or Vnlc:mic Eruption or Subtemll\enn Fire. 
2. Explosion . 

3. Hiot :md Stlik<·. 

tl. Aircraft nr othrr /\cri :d DevitT lll :rny articll' drnpped lht'll'lrnm. 
). Bt11stinr. or Over flowing ol :1 Wafl•r 'I ani · r\ppar at liS or l'ipt' (e:\cllldin!~ tl(l!ll;Jge caused thcrrto). 
o. Impact with the Buildings by any road vehirk or :mirn:ll not belonging to the lnsmcd or to 

nny mrrnkr of his farnily nn11n:llly residinr, with him . 
7 . Storm, Tcmpt·st, l·lpod F:'\rl11tling the first Shs 500/-ofrach n11tl every loss . 
R. (<1) Theft at-contp:minl b' ndual forcible :111d violent lnenkin~t into or out of the Buildings 

or any atle111pt llll'rrat 

(b) 'I hdt in any other cit<:U111stances hut cxclrtdinr-.: 

(i) 'I heft whilst tbr Buildings tH :nty p:llt thereof ar<' lent, let or sub let 
(ii) ·1 heft fro111 :111y outbuilding not ditrctly conltllllllic:tling with the private dwrlling 

home or I'' iv;-rtc flat mcntionrd in the schPdulc or from nny vcrandnh thereto 
(iii) the first Sirs. 500/- of each and cvcty loss 

l'rovidrd that dming any period when the lnsmctl's private dwelling house or private nat is 
left without nn inhnhitnnt cover agninst Theft is entirrly SIISIH.' tHied from the beginninr. of 
the eighth consecutive day of such tlnqccupnncy. 

/\ND IN /\l>DITION 

9. Additional rxpense of nltcrnntive accon11nodntion and loss of rent (not exceeding I 0 per cent 
of the sum insured) in the event of the private <lwrlling l>cinr. so damnged by any of the petits 
specified nbovc ns In hr rcnderrd ttninhahitahlc. 

10. D:11nagc to the buildings mentioned in the Schedule nnd/or l.andlnnl's rixtmcs ami fo'ittinp,s 
therein for which the Insured is kgnlly responsible as tennnt and not ns owner (but only if the 
privntc dwelling hottse or privnte llat lll<'ntionrd in the Schedttlc he fttrnished ancl occupied) \. 
dirrclly r:ntsed hy Storm 1r Tempest (httt rxclttding (lcsttuction or darnnge by Stthsitlcnce or 
l .;rttdslip), Bt11stittg or Ovcrnowing of n Wntrr ·1 nnk r\pp:Hnlus 01 Pipe, Theft nccoJnpnnie<l 
hy ;~ctual fnrlihk and violent breaking into or ottt of the Buildings or any ;~ttempt theteat 
p10vided however thnt this Indemnity cxclttdc the first Shs. )00/- of ench and every loss :-ttHI 
shnllnot e:<cecd in the aggtegnte 10 per cent of the Totnl ~Jmlnsttred ns slate(! in the Srhedttlc . 

SJTIION C 

/\I.L RISKS INStJH/\NCE 

Covets loss ('it d:ttnage to .lewellety, Gold :~ncl Silver Plnte and otht•t specified v;~lunhlcs cause(! hy 
Burgl;rry. Fit(', 'I heft from l'etsnn, Loss in Trnnsit or while trnvelling, ;~ccilkntal damnge etc . 
l'tinrip:rl t•xrlu~ions me: War, Civil Comnwtion, Wenr :md Tcnr, lkpll'ci:ltion and Damar.<' <htr 
to 1 1lh or by prnn·ss of rcpniring, Restoring or Renovating . 

SF< ~ I'ION 1>, E, ANI> F 
\VOIH' I fEN'S ( '() 11'FN~A"IION (SECI"ION D) 

('c,vcr!' 0111 liahilil y nt 1.:1\ incltulin liahilily under \\'(ul-:mcn 's Con1J cnc:ntion lcgic:lnlion in fore 
in Krn •a, Ta111n11ia and Uganda in rcsprct or I nm sti • tVnl Is Cllllln •rd nt your p1 ivntr tr.!'illcmr.. 
Ut\BIIll'Y (SEC'IIO E t\ J) F) 

r ll from th In nr d h • nn. 1. im nt 

tl 



I. HAS ANY COMPANY OR INSURER IN RESPECT OF ANY OF THE CONTINGENCIES TO 
WHICH THIS PROPOSAL APPLIES 

(a) DECLINED TO INSURE YOU? 

(b) REQUIRED SPECIAL TERMS 
TO INSURE YOU? 

(c) CANCELLED OR REI·USED '10 
RENEW YOUR INSURANCE? 

(d) INCREASED YOUR PRUM M ON 
RENEWAL? 

IF SO GIVE FULL PARTICULARS 

HAVE YOU EVER SUSTAINED LOSS 
FROM ANY OF TilE HEREIN MEN
TIONED PERILS? 

IF SO GIVE PARTICULARS 

2. PERIOD OF INSURANCE FROM ______________ TO --------------------

DECLARATION 

I do hereby declare that the above answers and stat ments arc true, and that I have withh ld no material 
information reg:mling this pro1 osal. I agree that this d,..clnra.ion and the answers above given, as well as 
any proposal or decl:uation or statement made in writing by me or anyone acting on my behalf shall 
form the basis of the contract l etween me and the Company, and I further agree to ace pt indemnity 
suhjcct to tl conditions in and cndors d on the Company'c; policy. I also declare that the sums ex
pr c;scd in S ctinn A,· n r pr c;,.nt not lese; than the full value of the propeJty, as above m ntionc<l. 

D t r 

I h 



'. .. ... .. ~, -APPENDIX ?. 

PROPOSAL fORM fOR "ALL RISKS" INSlJn/\NCE 

Nnrnn of Pronosn.r (in lrrll) 

7, ro~trtl 1\ddrn~~ 

3. f1r<irf~nt in I 1\rldr r.s-. 

~ . Prnlr.<~ion or Or.r.rrpntlnn 

!i. l"ir st Por iod of Covnr nnqulr ~d 

G. In rrsnrct of the Prnprr ty tr hr lmurrrf · 

(n) Hove you hprn lnsurr•rl prrvinusly OJ'lnin<t nrcirlrntnlln'>S 7 

(ll) If so, plcmsn nnrnr the lnsrrrrr 

lc) Hn< nny ln<ttrl'r ovm rl~clinl'rl lo rnnrw your ln<tJrnnr.r 7 

(n) ll nvr yn11 hnrl any n~c-irlr>ntnl los<r>< in thr rnst :l Y":tr< 7 

(h) I r <n, plrn<n qivr thP rlrtnils 

fl . Do thn nmounts shown llclow rrprP.srnt thr hill vnltre of thr> nrticlcs rimer ihrrl ? 

!' . StntP withirr which Grnornpltir.nl "'""you wish covnr to npply (n) Kl'nyn Only 

(h) W0rlrlwirln 

to ._. __ 

SCHEDULE OF ARTICLES TO BE INSURED 

DESCRIPTION 

-----------· lncluslvo .. - - .... ·-·-----·----------

SUM 10 BE IN"lln[D 

Sortinn: 1 - Unspcrilir>rl PNsonai Ellrr.ts nnd Clothing thr nropP.rty of the lnstJrl>rl (nxcluding any orticlo listed undnr 
Srction 2 or any nrtir.lr of qrMIPT vnlue than K£30 nthnr thnn clnthin!J). This Item i~ subjnct to n minimum 
Sum lnsurrrl or Kf?OO nnrl thr proposnr shnll henr the first KflO or narh and every clail'f'! . 

K£ 

~ .. r· tinn : 7 - Valunlrle nnrl Sprrilirrl 1\rtir.lns (Enclr /\rticlp must he dr<rrihnrl nnrl its VnhtP. Strtndl 

0 1\ lJ IJR ( • r. 



ALL RISKS INSURANCE 

PROSPECTUS 

CQY.f.B. is provided for JIIW!Miwy, Wau:hua, Gold and Silvw Articles, Photogi"!IPhic Equipment and other Penonal 

Effects 

AGAINST Accidental Loq or ~I'TlaQe, including Fire and -heft. 

PRINCIPAL EXCLUSIONS: 

(a) loq or dama<}e caused by or resulting from 

(i) wear and tl!ar (other man the loss of or damege •o 21ny u"! cut cauSEd bv wear ~nd tear w a setting clasp or 

oth!W fastening) gradual detenoration atmospnenc conai •O n< mdcew motn vermm or insects 

(ii) any process of ~ir renowtion cleening alt.ring or dvemg 

/iill war invasion act of foreign enemy h<nttlittes (,..... f!tner -Nar be cecJareo or nctl c1v11 war rebellion revolution 

insurrecnon mtlitary or usurp.cl power delay ~zure coni x:a on aoatloonment or detention or destruction 

or reQUISition by order of any de jure or ae facto Government or ?uoHc Autnonty 

(iv) 11111rthquake subterranean fire riot or CIVil commouon or foot sacK or p laQe 10 connection therewith. 

(b) loss or damage dii'8Ctiy or indirvctly caused by or aros1ng from or 1n co~eftCa of or contributed to by: 

(i ) ionising radiarions or contamml!ltlon by roclioactlvity :rom any nuclear 'uet or rom any nuclear waste from 

the combustion of nuclear fuel. Solely for the puroose of tnts Ex.cilOtiOn comoust1on shall incluae any self-

suHainmg proc- of nucleM fiS$JOn. 
· 

( ii) nuclear weapons rMteril!ll 

(c) mechanical or electrical breakdown or derall9Gf11ent unle:s caused by accidental external means 

(d) in retpect of wau:hes and cloclcs 

( i l brel!lkage of glaq 

(ii) damage caused by overwinding 

(iii ) internal dafN198 unlilSs caused by accidental ilxter,al meanc 

(e) breakage of gl- or othef" su~tances of brittle or fragillil naturli (other ttu!n camlilra llilnses) unless cauSEd by fire 

or thieves 

(f) propertY desplltdled by any ship or aircraft in which thlil insured is not travelling at the ~me time 

(g) money ch9ques trii'V;jl4'0 dlequas or securities of money $hare certificates oonds prominory notes tickets stamps 

and stamo collections coin collections medals contaCt lenses micro corneal liinses btisiness books books of 

1K:CQunt plans JiP8Cif~ions bl ueprints moulds aeeds biHs of exchange d ocuments of title to goods contracts or 

other legal doa.tments or documents of any kind. 

(h) theft of proP«tY from INlY unoccupied vehicle unless such vehicle is a pri1111te car with a comc»etely self 

comainlild lockable totally ~inClosed luggage compartment or boot and unless the property is contained"ln the said 

r~e compartmGnt or boot 'Nhile securely loclced. 



.\ 

APPENDIX 8 

NAME AND ADl.mESS or 
Tl IE INSUnrn 

CLAIM FORM FOn PROPERTY 0/\MAGE OR LOSS ................... Applicable to Fire, 
Special Perials, "Horne" Covr!rs, Tlwft. All nir.ks. Mon('y, Oncm<~gc nnd Glass 
n,.1 i~ftue of thill form lt1 not"" IHirnit~~lon of lhobility nn the f'Mt of th01 \omp"ny. 
All quo~tlon1 on thi• form mutt '"' llllfiWfU od In full 

---------------------------------------
lllcy No. nrNrWAI 01\ Tr Onto of poyment of ln<:t premium: 
~-------------1·----------------

lured 

Cllll\tiiiiiiCfU 

linu ris111 to 

Cl11i!n 

'"'"Ill 
lorm11tion 

~plo to In 11!1 
1 involving 
n 
ICIOUS 

AGE 
~ISSING 
ICI.ES 

2. Nnrno 

3. ......... . ..... ......... Telephone No. 

5 Dntr nnd timo pf It o~ _ .... ... ............. a.m./p .rn . on ................... .................... .. ............ 19 .... . 
6 . Whoro lo~r. or dnmngt> oc.-:orrrrd 

7. ()p~cr ihe fully how In~!' or d:~rnng'l occurred 

8 

9 
10. 

11 

12. 

13 

1~ 

15 

lypr nf prrrni<:P~ mvnlved 

W,.re the prl'mi~os unoccupircl? Yes / No. If so. when were thlly last occupi,d? 

Aro thl' prernisPs '"" cnntninPd7 If not. name of other occupnnts 

Aro you owner of prrrni5PS7 

Are you responsibiP for rpp<Jirs? 

HnvP. you any Sll~picion as to parties implicated? 

Is thPre any other insuranc~ in Ioree providing covers lm this loss? If so. give pnrticulars including Insurers nam10, oddre-"'S 
nnd Policy No 

Have you ever suffered similar loss or dnmagll7 If so. give particulars and whether claim was made on Insurers 

16 1\t the trrne of the loss what was the value of a) tho buildinQ~7 

17. 

18 

19 

20 

21 
'}2 

WhPn worn Police no)ofrPd7 

1\cldrr~s of Polic:c Stalinn . 

b) allthn property in the pr!lmises7 

WI a.t othor ~trp<; hove you Ioken lo recovM property? • , 

Givr full dr.tarls of mf'thod of f'ntry to prerntses 

If alarm littnd, clid i t funr.tton properly? II not . g ive reR<:on<; 

Arf' gu<~rd~ Pmploy!Ki? If so, nomo of fi rm 

Plllt!lin 1111 2:1 
' Involving 74 
I,, ,, lin lit 7 5 

Stnr 1111g point nnd dr-;trnnt ton of transit 

Who wn" nc:c:ompnnyong pre>[lPrly loc; t ? 

If rrnr toy~'!' , ~'"'" ng,. nnd dunes 
26 A r l' tl "Yin '"I'd und r frrt lily G J:H ntPfl Polley? If " O, ln~m pro; nam11 eri< fr11 s and Poli c:y No 

') 1 H w o lltH1 1 tl 1 tri\n 1 m I 

70 \'Ill 1 I m e 11 u rn v r cnr rr I nt 0 1 1 r ,. 7 



pro y ... 

,. • ., er or ros::- ll~l 1£t!lrn.-. oetO'VV cornpteung alf columns (tr Poltcy cover IS on neYV' relnscacemenc baSIS. the 

·ear and deprec1at1on IS not applicable). Supportmg· estimates for replacements may be helpful. 

ported to Police please furn1sh a Pollee report. 

re and wn n accu1red I Replacement cost pnce 
Deduction for Wear. 

Amount allowed for Salvage 
Tear and Deprec1at1on 

. 

.... 

Amount cla1med 



at during the-' c,a~~;2.!:-.;..._ 
--,·~~··eral Spirit of liquid 

ing off inflammable vapour below 
.. ~ • -:: . ~, .. .i .. _ ...... .., __ . ... 

l . APPENDIX 9 

Endors mcnts to h condi t i n of unoccupancy in DP Policy. 
Effective date 1st April 1980 

- 34 -

ANNE. URE "G" 

form of endor .. cmcnt for u e under Section 'A' to a llow cover to continue during periods of unoccu-

company having been notified that the within described Private Dwelling House or Private Flat 
left without an inhabitant therein during the undermentioneu period, it is hereby declared 

that Contingency 6 of Se<:tlon A of this Policy shall not be suspended during this p~r'od, 
whereof the undermentloned additional premium is charged to the Insured. 

Shs. 

otherwise to the terms, exceptions and conditions o1' this Polley," 

ANNEXURE "H" 

"The Company having been notified that the within described Private Dwelling House or Private Flat 
Is being left without an inhabitant therein during the underment ioned period, it is hereby declared 8:!).9. 
agreed that the proviso forming part of Section B. 8 is deemed to be of no effect during this period, to 
Eonsideration whereof the undermentioned additional premium is charged to the Insured. -

From 

To 

Shs. 

Subject otherwise to the terms, exceptions and conditions of this Polley." 

Section 7A 

09 . ' 
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