
 

 
Union Nationale de la Propriété Immobilière (UNPI) 

11 quai Anatole France, 75007 – PARIS – France  Tél : 33 (0)1 44 11 32 52 – www.unpi.fr 

 
Consultation response      Jully 2013 
 

GREEN PAPER : Insurance of natural and Man-made disasters 
Response by the Union Nationale de la Propriété Immobilière – France 

________________ 
 

Created in 1893, l’Union Nationale de la Propriété Immobilière is a non-profit 
association that regroup near 250.000 members owner-occupiers and landlords  
in France. UNPI members own around 1.500.000 housings, 80% are landlords, 
70% in condominiums. UNPI is the sole association recognized by French 
Administration to represent the real estate owners.  
 
QUESTIONS  
 
2.1 MARKET PENETRATION OF NATURAL DISASTER INSURANCE 
 
 
 (1) What is your view on the penetration rate of disaster insurance in the European 
Union? Please provide details and data to support your arguments. Is more 
research needed to understand any possible gaps in insurance supply and demand, 
insurance availability and coverage? 
 
The European Commission should focus its efforts on soft measures which raise 
consumer’s awareness of the financial risk of disasters to their properties so they 
may assess such risks themselves and then act accordingly. EU Commission 
should increase the obligations of the Member States to identify risk areas, 
prohibit the new constructions and inform consumers. 
 
2.1. Product bundling 
(2) What further action could be envisaged in this area? Would mandatory product 
bundling be an appropriate way to increase insurance cover against disaster risks? 
Are there any less restrictive ways, other than mandatory product bundling, which 
could constitute an appropriate way to increase insurance coverage against disaster 
risks? 

Product bundling practices in the property disaster insurance can be beneficial to 
property owners as a number of insurance product bundled together will usually 
cost less than individual risks separately insured. In common practice disaster 
insurance is already bundled in with other insurance products. 

For example in France, the coverage is automatic once one has an insurance : for 
the housing, the business, the vehicle, etc. In contrast, a third-party insurance 
(civil liability) does not benefit from the natural disaster insurance.   
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Usually, the coverage following a natural disaster include, in addition to damage 
to furniture, building, equipment, the cost of cleaning, pumping, disinfection of 
the premises, as well as damage due to excess of water condensation. On the 
other hand, vegetal items are excluded in most cases, as well as fields. 

A franchise remains to be borne by the insured : an amount fixed in advance, 
either a percentage of the amount of damages. 

The state of natural disaster is under a decree published in the Official Journal.  

 
2.2. Compulsory disaster insurance 
(3) Which compulsory disaster insurance, if any, exists in Member States? Are these 
insurance products generally combined with compulsory product bundling or 
obligation for insurers to provide cover? Is compulsory disaster insurance 
generally accompanied by a right for the customer to opt out of some disaster 
risks? What are the advantages/possible drawbacks? Would EU action in this area be useful? 
 
In France, building construction is submitted to the permit of the 
Administrations, about the construction characteristic, and its localization as 
well. This authorization is given under the State representative responsibility. A 
compulsory disaster insurance coverage in charge of the occupant or the owner 
corresponds to a new taxation, exonerating the State of the financial 
consequences of its responsibility. 
 
If a disaster strikes and some people have opted-out of disaster insurance, then 
either they will have to pay any rebuilding costs themselves or government will 
be required to step in and help them, or the premiums paid by others will have to 
cover them. In either of the last two scenarios, it does not provide an equitable 
balance for those who have been prudent and taken advantage of such insurance. 
But, if EU commission feels it appropriate to move forward with compulsory 
disaster insurance, it should be limited for those properties the owner decided to 
locate in high risk areas.  
 
2.3. Disaster insurance pools 
2.4. Governments as (re-)insurers and (re-)insurers of last resort 
(4) How can state or state-mandated disaster (re-)insurance programmes be designed 
and financed to prevent the problem of moral hazard? 
 
Reinsurance should be linked to well identified and classified nature of risk, in 
order to avoid the spread of bad risks in the portfolio of reinsurers, with 
potentially consequences similar to those that some US bankers induced in the 
whole of the bank system. 
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2.5. Parametric index-based weather insurance and other innovative solutions 
(5) Do you see any difficulties, barriers or limitations in using information to generate 
parametric insurance? Which factors could scale-up the promotion and uptake of 
such innovative insurance solutions? 
 
Parametric index based insurance might be suitable to compensate a minimum 
insurance contract with low cost. But for individual property owners it might 
have adverse effect, since the actual losses incurred to property would not be 
guaranteed. 
Il such kind of insurance, at the pre-contractual stage, the information provided 
by the insurance companies would need to be robust to avoid mis-selling, 
particularly to vulnerable and low-income property owners. Traditional 
insurance schemes under which insurance compensation would be paid out 
following an assessment of the insured party’s losses would be more 
appropriate. 
 
3. DISASTER RISK AWARENESS, PREVENTION AND MITIGATION 
 
3.1. Insurance pricing as an insurance market-based incentive to promote risk 
awareness prevention and mitigation 
(6) Could risk-based pricing motivate consumers and insurers to take risk reduction 
and management measures? Would the impact of risk-based pricing be different if 
disaster insurance was mandatory? Do insurers in general adequately adjust 
premiums following the implementation of risk prevention measures? 
(7) Are there specific disasters for which flat-rate premiums should be suggested? 
Should flat-rate premiums be accompanied by caps on pay-outs? 
(8) What other solutions could be offered to low-income consumers who might 
otherwise be excluded from disaster insurance products? 
 
We do not think it is sensible or practical to use insurance pricing as a market-
based incentive to promote risk awareness, prevention and mitigation. Such a 
course of action is likely to result in property owners choosing not to insure their 
properties. We would therefore argue that community-rated insurance premiums 
should be preferable to flat rated systems. This is because a flat rate insurance 
premium would apply to an entire country whereas a community-rated premium 
would be able to target high-risk areas. Whilst this might be detrimental to those 
living in high-risk areas, it should act as a deterrent to further development in 
high risk areas and safeguard the insurance premiums of those in low risk areas. 
 
3.2. Long-term disaster insurance contracts 
(9) Is there a case for promoting long-term disaster contracts? What would be the 
advantages/drawbacks for insurers and the insured persons respectively? 
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UNPI believes that consumers should not be deprived of the flexibility and the 
choice to enter either into annual contracts, or in annual contracts. The mobility 
of workers will lead to annual contracts, the insurance of condominiums will 
give preference to long-terms contracts. It should be an individual option to 
decide what the most convenient product. 
 
3.3. Pre-contractual and contractual information requirements 
(10) Do you think there is a need to harmonise pre-contractual and contractual 
information requirements at EU level? If so, should the approach be full or 
minimum harmonisation? What requirements concerning the commitment should 
be included, for instance: 
– the nature of the insured risks, 
– adaptation and prevention measures to minimise the insured risks, 
– features and benefits (such as compensation of full replacement costs, or 
depreciated, time value of assets), 
– exclusions or limitations, 
– details for notifying a claim, for instance, if both the loss and its notification 
must fall within the contract period, 
– who and to what extent bears the costs of investigating and establishing the 
loss, 
– contractual effects of a failure to provide relevant information by the insurer, 
– the remedies, costs and procedures of exercising the right of withdrawal, 
– contract renewals, 
– complaints handling? 
 
Harmonized pre-contractual and contractual information requirements across 
MS would create essential safeguards for property owners who have real-estate 
investments in several EU countries. Such an approach is also likely to increase 
consumer confidence in such insurance products.  
We agree the list of suggested commitments contained within the question. A 
copy of the official certificate of risk classification of the area (natural and man-
made) which is annexed to any lease or purchase contract might be included. 
But there should be a commitment for insurance companies to state exactly what 
is included within the policy, what risks are actually insured, in order to provide 
certainty about what risks are actually insured. 
 
3.4. Insurance terms and conditions 
(11) Do deductibles, excesses co-insurance and other exclusions effectively prevent 
moral hazard? What alternative terms and conditions could be appropriate for 
disaster insurance, given that the insured party may be unable to take effective risk 
reduction measures against a disaster? 
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We question the need or legitimacy for any excess or deduction to be levied by 
insurance providers as a result of natural disasters unless it can be proven the 
disaster was a direct result of the behavior of the insured party. 
 
In general the measures to prevent or reduce the disaster consequences are in 
responsibility of the collectivity, either State or Local Administrations.  
 
3.5. Data, research and information 
(12) How could data on the impacts of past disasters be improved (e.g., by using 
standard formats; improved access to and comparability of data from insurers and 
other organisations)? 
(13) How could the mapping of current and projected/future disaster risks be improved 
(e.g., through current EU approaches in flood risk mapping under the Floods 
Directive 2007/60/EC,29 civil protection cooperation30 and promotion of EU risk 
guidelines31)? 
(14) How could better sharing of data, risk analysis and risk modelling methods be 
encouraged? Should the available data be made public? Should the EU take action 
in this area? How can further dialogue between insurance industry and policymakers 
be encouraged in this area? 
 
3.6. Promoting risk financing initiatives as part of EU development cooperation 
Policy 
(15) How can the Union most effectively help developing countries to create solutions 
for financial protection against disasters and shocks and what should be the 
priority actions? What types of partnerships with the private sector and the 
international institutions should be pursued for this purpose? 
 
4. MAN-MADE DISASTERS 
 
4.1. Environmental liability and losses from industrial accidents 
(16) What are the most important aspects to look at when designing financial security 
and insurance under the Environmental Liability Directive 2004/35/EC? 
(17) Are there sufficient data and tools available to perform an integrated analysis of 
relevant and emerging industrial risks? How can data availability, sharing and tool 
transparency be ensured? How can co-operation between insurers, business and 
competent authorities be strengthened to improve the knowledge base of liabilities 
and losses from industrial accidents? 
 
4.2. Third-party nuclear liability insurance 
4.3. Offshore oil and gas operators' liability insurance 
(18) Considering the specificities of the offshore oil and gas industry, what kind of 
innovative insurance mechanisms could be appropriate? Are there ways for the 
insurance industry to reduce the uncertainty regarding the assessment of risks and 
calculation of premiums? What type of information should be publicly available to 
promote the development of insurance market products to cover major accidents? 
 
4.4. Information rights of victims of man-made disasters 
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(19) Should contractual conditions of third-party liability insurance policies be disclosed 
to third parties in case of man-made disasters? If so, how? 
 
At present, it is very difficult for third parties to get redress against large 
companies in the event of man-made disasters. It is costly, time-consuming, 
often administratively complex with property owners not knowing who the 
insurance provider is, or what has actually been insured against. For example, 
damage and other costs related to the AZF factory explosion in Toulouse 
(September 2001) are not yet fully repaired anD compensated.  
We would suggest that in this case third parties should be able to make claims 
directly to the insurer rather than having to go through the insured company. 
This is likely to speed up the time it takes. 
 
5. LOSS ADJUSTING 
 
(20) Are there specific aspects of loss adjusting which would benefit from more 
harmonisation? If so, which? Are there practical difficulties for loss adjusters to 
operate cross-border? 
 
6. GENERAL REMARKS 
 
(21) This paper addresses specific aspects related to the prevention and insurance of 
natural and man-made disasters. Have any important issues been omitted or 
underrepresented? 
If so, which? 
 
 
 
7. CONCLUSION 
 
The UNPI believes there is a need for effective and appropriate disaster 
insurance for property owners across the EU in order to mitigate de risks 
associated with the expected increase in natural disasters that are noted in the 
consultation document. 
However, the current focus of EU action should be on non-legislative measures 
aimed at changing behavior, incentivizing the uptake of disaster insurance and 
dis-incentivizing the use of high-risk areas for house-building.  
 
 
 
 
 
 
 


