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Those who have been around the industry for some time will recall that there was a time when no one was in doubt as to when and under which circumstances to issue a “Combined” policy and when to issue a “Fire” policy.  Apparently, this is no longer the case! 
Although “Combined Cover” includes all the perils covered by “Fire and Allied  Perils Cover”, it also provides some additional covers not included in “Fire and Allied Perils” policies. It is necessary that we revisit and fully understand the covers provided by the policy classes so that cover appropriate to circumstances will be chosen.
Historically, the “Combined” policy was designed to cover building where not more than 25% of  the floor area was used for manufacturing and/or retail and/or any other commercial process being “A” class risks such as flats, office blocks, churches, schools, shopping centres etc. These and similar risks were considered to be non-hazardous. In addition to the main perils – fire, storm, earthquake and impact - the following perils and covers are included in the “Combined” policy:

1.
Theft or any attempt thereat accompanied by forcible and violent entry or exit (the amount payable is subject to a percentage of the sum insured);
2.
Accidental damage to sanitaryware;
3.
Accidental damage to public supply connections;
4.
Loss of rental (limited to a percentage of the sum insured); and
5.
Liability (property owners liability).

With all these “extras” thrown in at no additional cost to the insured it is understandable why the intermediaries have placed the industry under pressure to provide “Combined” cover. Since the abolition of the tariff, insurers have succumbed to the pressure.     

The “Fire and Allied Perils” policy, on the other hand, catered for risks which fell outside of those identified in the preceding paragraph. Some of the perils covered by the “Combined” policy could be included in the “Fire” policy but an additional premium was charged for each peril. Certain covers which are standard in “Combined” policies, such as theft, liability and accidental damage to sanitary ware, were not available under the “Fire” policy and separate policies had to be issued to provide the covers. The basic fire rate was determined by the nature of the occupancy (hazardous or non-hazardous) and would normally be higher than the “all in” rate charged under “Combined” policies. 
So, in this environment, insured clients score and intermediaries are happy and so would the underwriters be if a profit could ultimately be made by writing such covers. However, experience has shown that claims have impacted negatively on profit margins and that the “Combined” policy that was previously considered to be a profitable class of business is no longer as attractive to underwriters – premiums are far too low and the problem is exacerbated by rising claims costs.

In instances where underwriters resist granting “Combined” cover and offer instead “Fire and Associated Perils” cover, the tendency has been for the rate to be forced down to the “Combined” rate. 
To preserve a reasonable balance, this tendency must be resisted as it can only spell disaster for fire treaties. There is always pressure to write business and the temptation is to ignore the basic rules of sound underwriting in the process. As with any business, insurers must write business at profitable margins if their businesses are to be sustained. To do so requires all the insurers’ business partners (underwriters, intermediaries and insureds) involved in the distribution chain to behave responsibly by selecting the most appropriate cover and insurers must likewise price these covers responsibly. 
