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Flood Reinstatement — Hull Lesson
Setting realistic reserves

June 15" 2007 will be a date most Insurance related professional will clearly remember, the heavens opened and our
work load shot through the roof.

Aswe all watch Sky Neewractsonte bf the datarspddessdnalaarht frémhtkee Hull floods to aid
the Cambrians reinstate.

The cost of reinstating a flood damaged property in 2007 exploded beyond Property Professional minds and the crisis
situation seemed a good reason to justify the extortionate costs.

The supply and demand graph for good local contractors went off the scale, which meant out of town contractors had to
be brought in to reinstate the vast number of damaged properties. Whilst this solved the shortage of labour issues this
had the knock on effect of driving up the reinstatement costs.

Reinstatement Values and Contract Periods
The cost of reinstatement caused tension during the flood process, due to contractors ensuring their out of pocket

expenses where covered whilst being questioned by project managers and loss adjusters for the inflation of the national
approved rates.

The matter of cost is obviously a serious issue, in setting reserves, a data range from 244 flood claims in 2007 totalled
£9.8 million with a mean cost of £40,511.00. This mean cost is purely for the buildings reinstatement and excludes VAT
and professional fees.

Contract value exlcuding fees and VAT (building costs only)
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cost of reinstatement excl VAT - - -
Maximum and Minimum Values
Maximum £127,000
Minimum £4,328
Statistical Functions
Mean £40,511
Standard deviation £21.022
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Contract value (£) thousands Frequency
0>10 4
11>20 23
21>30 58
31>40 73
41>50 31
51>60 24
61>70 9
71>80 9
81>90 4
91>100 4
101> 110 2
111>120 2
121> 130 1

A further smaller series of data (80 samples) was analysed, which included VAT and professional fees. This
revealed the mean cost to be £59,386.00.

Contract period (days)
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COST - Maximum and Minimum Values
Data Set
Maximum £116,000
Minimum £21,000
Statistical function
Data Set
Mean £59,386
Standard Deviation £22,861
Coefficient of Variation 260
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Contract value £ Frequency
0>10 0
11>20 0
21>30 5
31>40 10
41 > 50 12
51> 60 23
61>70 7
71> 80 11
81>90 5
91 > 100 4
101 > 110 1
111> 120 3

Estimating costs of Reinstatement in the case of a future flood crisis.

2009 and another series of floods, the lessons from 2007 are that most claims came between £31,000 and
£40,000.00 excluding VAT and professional fees to project manager or loss adjuster. Difficulty arose in the first
two months of the flood crisis when it became more clearly obvious that the adjusted reserves for the cost of
reinstatement was inadequate and the cost estimates coming back from the contractors were in most case 30 to
40% higher than the reserve or the estimate calculated by the project managers.

The reinstatement process of a property would be expected to be on average between £400 - £650.00 per
metre squared depending upon the specification of the house. What became clear is that this was unrealistic in
a flood crisis situation, whilst the Insurance Approved contractors where quoting in accordance with the
previously agreed schedule of rates excessive preliminarilies and out of town accommaodation costs were being
experienced together with inflated reinstatement rates and contractor mark ups on the supply of materials.

Detailed below is a series of 28 random claims, which have been closely scrutinised to breakdown the cost of
reinstatement into a per metre rate. The statistics show the mean cost per meter squared for reinstatement is
£760.00 Excl VAT. The purpose of this rate is to bring forward a metre squared rate that Loss Adjusters can use
to estimate reserves in the case of a flood crisis.

Brewsters, Scotia House, Kelvinside, Wallasey, Wirral, CH44 7JY - melnsﬁtuﬁan
Telephone: 0800 027 5130 Email: admin@brewsterassociates.com : & ¥ ofStructural

Website: www.brewsterassociates.com Engineels

Brewsters are Authorised and Regulated by the Financial Services Authority for assisting in Insurance Claims



]
Q Brewsters % 0800 027 5130

N\’ STRUCTURAL ENGINEERS & SURVEYORS 24 Hour Nationwide Coverage

Sample No Area (sqm) Tender Gross Cost inc cont Net Cost (per sgm)
1 54 29969 555

2 37 36604 989

3 54 32881 609

4 55 29420 535

5 62 42663 688

6 53 43214 814

7 61 50159 816

8 59 35437 606

9 128 85230 668

10 55 39327 712

11 65 50206 776

12 80 52882 663

13 45 51619 1147

14 58 56836 977

15 72 65816 920
Sample No Area (sqm) Tender Gross Cost inc cont Net Cost (per sq m)
16 40 32897 822
17 48 34232 707
18 44 32895 745
19 44 34647 785
20 44 34072 772
21 44 35882 813
22 41 38049 919
23 44 33011 748
24 59 37546 641
25 44 29080 659
26 44 27721 634
27 36 25582 717
28 92 49058 536
29 55 48903 889
30 41 38450 938
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Maximum and Minimum Values

Maximum 1147 m2

Minimum 535 m2

Mean: 760 m2
Standard Deviation: 144

Coefficient of

Variation: 19

Cost per metre

Frequency
O = k3L P h 2= 00D

oos
=109
=102
(i3]
=108
aook
= 06

ow
[
=

aos

=00%
ootk
= 100t

Cost per metre

Frequency Table
Range (£) Frequency
500 > 600
601 > 700
701 > 800
801 > 900
901 > 1000
1001 > 1100
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Setting realistic reserves

From the 2007 flood data the useful figure is £760.00 Excl VAT per metre squared for the reinstatement of a
domestic mid range property. At Brewsters webdd sug
and multiplying it by the magic figure. We would be very surprised if we 6 r e not spot
tell éeéeéeéée
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