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FIRE SAFETY & INSURANCE IMPLICATIONS.

BASIC PRINCIPLE OF INSURANCE?

The Contributions of the Many pay for the Misfortunes 

of the Few.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

The history of insurance consisted of the development of the 

modern business of Insurance against risks, especially regarding 

Cargo, Property, Death, Automobile Accidents, and Medical 

Treatment.   

The property / fire insurance industry traditionally helped to 

manage &  eliminate risks (e.g. advising on the implementation of 

safe practices, the installation of hydrants, the design & commission 

of automatic sprinkler systems, etc.) and spread any risks from the 

individual to the larger community. 
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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The first methods of transferring or distributing risk in a monetary 

economy, were practised by Chinese and Babylonian traders in the 

3rd and 2nd millennia BC, respectively.

Chinese merchants travelling treacherous river rapids would 

redistribute their wares across many vessels to limit the loss due to 

any single vessel's capsizing. 

The Babylonians developed a system which was recorded in the 

famous Code of Hammurabi, c. 1750 BC, and practised by early 

Mediterranean sailing merchants.  If a merchant received a loan to 

fund his shipment, he would pay the lender an additional sum in 

exchange for the lender's guarantee to cancel the loan should the 

shipment be stolen or lost at sea.



FIRE SAFETY & INSURANCE IMPLICATIONS.

Code of Hammurabaiï1760 B.C.

282 Rules:   3 sections ïProperty Law, Family Law, Laws relating to Retaliation &

Restitution & 5 Rules for Building Contracts:

No. 229: If a builder builds a house for a man and does not make its construction

firm and the house which he has built collapses and causes the death of 

the owner of the house that builder shall be put to death; 

No. 230: If it causes the death of the son of the owner of the house they shall put to

death a son of the builder;

No. 231: If it causes the death of a slave of the owner of the house he shall give to

the owner of the house a slave of equal value;

No. 232: If it destroys property, he shall restore whatever it destroyed and because he did not 

make the house which he built firm and it collapsed, he shall rebuild the house which 

collapsed at his own expense;

No. 233: If a builder builds a house for a man and does not make his constructions meet the 

requirements and a wall falls in, that builder shall strengthen the wall at his own 

expense.

I N S T I T U T I O N  O F  F I R E  E N G I N E E R S                           T H O M A S  P .E N G L I S H  &  A S S O C I A T E S 5



FIRE SAFETY & INSURANCE IMPLICATIONS.

Separate insurance contracts (i.e. insurance policies not bundled 

with loans or other kinds of contracts) were invented in Genoa in 

the 14th century, as were insurance pools backed by pledges of 

landed estates. 

The first known insurance contract dates from Genoa in 1347, and 

in the next century maritime insurance developed widely and 

premiums were intuitively varied with risks.

These new insurance contracts allowed insurance to be separated 

from investment, a separation of roles that first proved useful in 

Marine Insurance.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Insurance became more sophisticated  and some forms of insurance 

developed in London in the early decades of the 17th century. 

For example, the will of the English colonist Robert Hayman 

mentioned two "policies of insurance" taken out with the 

Diocesan Chancellor of London, Arthur Duck. Of the value of 

£100 each, one related to the safe arrival of Hayman's ship in 

Guyana and the other was in regard to "one hundred pounds 

assured by the said Doctor Arthur Duckeon my life".
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Property Insurance and indeed fire safety as we know it today can be

traced to the Great Fire of London, which in 1666 devoured more

than 13,000 houses. 

The devastating effects of the fire converted the development of 

insurance "from a matter of convenience into one of urgencyô, a 

change of opinion reflected in Sir Christopher Wrenôs inclusion of 

a site for 'the Insurance Office' in his new plan for London in 1667.

A number of attempted fire insurance schemes came to nothing, but in 

1681, economist Nicholas Barton and eleven associates established 

the first fire insurance company, the "Insurance Office for Houses", 

at the back of the Royal Exchange to insure brick and frame homes. 

Initially, 5,000 homes were insured by his Insurance Office.

I N S T I T U T I O N  O F  F I R E  E N G I N E E R S                         T H O M A S  P .  EN G L I S H  &  A S S O C I A T E S 8



FIRE SAFETY & INSURANCE IMPLICATIONS.

In the wake of this first successful venture, many similar companies 

were founded in the following decades. Initially, each company 

employed its own Fire Department to prevent and minimise the 

damage from conflagrations on properties insured by them. 

They also began to issue óFire Insurance Marks' to their customers. 

These would be displayed prominently above the main door of the 

property and allowed the insurance company to positively identify 

properties that had taken out insurance with them. 

One such notable company was the Hand In Hand Fire & Life 

Insurance Society, founded in 1696 at Tom's Coffee House in St. 

Martinôs Lane in London. It was structured as a Mutual Society, and 

for 135 years it operated its own fire brigade and played an important 

part in shaping fire fighting and prevention. The Sun Fire Office is the 

earliest still existing property insurance company, dating from 1710.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

This system was soon exposed as terribly flawed, as rival brigades 

often ignored burning buildings once they discovered that it had no 

insurance policy with their company. Eventually, a solution was 

agreed upon in which all the insurance companies would supply 

money and equipment to a Municipal Authority charged with 

stationing fire prevention assets and fire-fighters equally around 

the city to respond to all fires. 

This did not solve the problem entirely, as the brigades still tended 

to favour saving insured buildings to those without any insurance at 

all.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

At the same time, the first insurance schemes for the underwriting of 

business ventures became available. By the end of the seventeenth century, 

London's growing importance as a centre for trade was increasing demand 

for Marine Insurance. 

In the late 1680s, Edward Lloyd opened a coffee house on Tower Street in 

London.  It soon became a popular haunt for ship owners, merchants, and 

ships' captains, and thereby a reliable source of the latest shipping news.   

It became the meeting place for parties in the shipping industry wishing to 

insure cargoes and ships, and those willing to underwrite such ventures.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

These informal beginnings led to the establishment of the insurance market  Lloydôs 

of London and several related shipping and insurance businesses.

In 1774, long after Lloyd's death (1713), the participating members of the insurance 

arrangement formed a committee and moved to the Royal Exchange on Cornhill as 

the Society of Lloydôs.  
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FIRE SAFETY & INSURANCE IMPLICATIONS.

In Colonial America, the first insurance company that underwrote fire 

insurance was formed in Charles Town (modern-day Charleston),  

South Carolina, in 1732.

Benjamin Franklin helped to popularize and make standard the 

practice of insurance, particularly Property Insurance to spread the 

risk of loss from fire, in the form of Perpetual Insurance. In 1752, he 

founded the Philadelphia Contributorship for the Insurance of Houses 

from Loss by Fire. 

Franklin's company made contributions toward fire prevention. Not 

only did his company warn against certain fire hazards, it refused to 

insure certain buildings where the risk of fire was too great, such as all 

wooden houses.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

RISK TAKING BEHAVIOUR.

Risk-Averse.

Risk-Neutral.

Risk-Taker 

(Risk-Seeker, Risk-Lover).   
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FIRE SAFETY & INSURANCE IMPLICATIONS.

RISK & UNCERTAINTY.

RISK: A situation in which several 

different outcomes are possible resulting 

in injury to a person or damage to 

property.

Uncertainty:    The perception that 

several different outcomes are possible 

or the likelihood such a particular event 

can occur.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

CATEGORISE RISK:

PURE RISK Vs. SPECULATIVE RISK.

DIVERSIFIABLE RISK Vs. NON -DIVERSIFIABLE RISK.

FUNDAMENTAL RISKS & PARTICULAR RISKS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

PURE RISK Vs. SPECULATIVE RISKS.

Speculative Risks are Usually Chosen:

ÁStock Appreciation;

ÁManufacturing and Selling a Product

e.g.  Furby.

Pure Risks are Usually a By-product:   

ÁAutomobile Accident;

ÁSports Injury.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

DIVERSIFICATION.

Pooling Similar Risks -

ÁINSURANCE.

Pooling Offsetting Risks -

ÁA DIVERSIFIED PORTFOLIO.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Why Manage Risks: Corporation / Company

(Nexus of Contracts).
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Corporation

owners

employees

suppliers

customers

government

creditors



FIRE SAFETY & INSURANCE IMPLICATIONS.

Prior to 1950ôs:     Insurance Purchase.

Risk Managers:

ÁFinance Department, Freestanding or Human Resource 

Department.

ÁLarger Companies.

ÁCompanies Facing Greater Risk.

I N S T I T U T I O N  O F  F I R E  E N G I N E E R S                            T H O M A S  P.  E N G L I S H  &  A S S O C I A T E S 20



FIRE SAFETY & INSURANCE IMPLICATIONS.

RISK MANAGER.

Minimise adverse Consequences of Risk.

Avoidance;

Loss Control;

Self-Insurance;

Purchase Insurance;

Anticipate Risk.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

DUTIES OF RISK MANAGERS.

Buy Insurance;

Identify Risk;

Loss Prevention & Loss Control;

Contract Review;

Safety Training & Education;

Government Compliance with Safety Issues;

Risk Finance;

Claims Management & Litigation Support;

Employee Benefits.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

RISK MANAGEMENT PROCESS.

Hazard / Mission Identification;

Risk Identification;

Risk Analysis;

Consider Alternatives;

ÁRisk Control;

ÁRisk Finance.

Implement & Monitor.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

AVOIDANCE

Lost Benefits of Risk.

Perhaps not Possible.

- Government Imposed Risks;

- Nature of the Risk.

May Result in Worse Risks.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

PRE-LOSS OBJECTIVES.

Economy;

Reduction in Anxiety;

ÁOwners;

ÁSuppliers;

ÁLenders;

ÁCustomers;

ÁGovernment Agencies.

Meeting Externally Imposed Obligations;

Social Responsibility.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

POST-LOSS OBJECTIVES.

Survival of the Organization;

Continuity of Operations;

Earnings Stability;

Continued Growth;

Social Responsibility.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

HAZARD IDENTIFICATION & RISK ASSESSMENT.

Hazards   /  Risk Factors  /  Perils  /  Exposures.

New Laws:    e.g. Building Regulations, Health & Safety Acts, etc.

New Discoveries:  e.g. new illnesses - SARS (severe acute   

respiratory syndrome); Zika, Passive Smoking, etc.

Existing Illnesses:  e.g. Foot & Mouth Disease,  Mad Cow Disease, 

Ebola, etc.

Changing Societal Attitudes: e.g.Product Liability, Cigarettes, etc.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

SOURCES OF RISK.

Physical Environment.

Social Environment.

Political Environment.

Legal Environment.

Operational Environment.

Economic Environment.

Cognitive Environment.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

LOSS ANALYSIS.

Severity = Losses (ú) / No. of Losses.

Frequency = No. of Losses / No. of Exposures.

Expected Loss = Losses (ú) / No. of Exposures.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

LOSS SEVERITY CALCULATION.

Maximum Possible Loss / Estimated Maximum Loss.

Maximum Probable Loss /  Estimated Maximum Loss.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

COMMONLY INSURED PERILS - TRADITIONAL.

Fire.

Lightning.                      

Windstorm.

Hail.

Explosion.    

Smoke.      

Aircraft & Vehicle Damage.

Riot.

Vandalism (Malicious Mischief).

Falling Objects.

Weight of Snow, Ice or Sleet.

Water Damage.

Glass Breakage.

Sprinkler Leakage.

Perils of Transportation.

Crime Perils.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

DIFFICULT TO INSURE.

Earth Movement.

Floods.

Nuclear Reaction.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

UNINSURABLE PERILS.

Against Public Policy.

Under the Control of the Insured e.g. suicide.

Probability of Loss is Too High.

Simultaneous Destruction.

War, Terrorism, Rebellion & Insurrection.

Intentional Losses.

Fading, Rust, Dry Rot & Settling.

Production, Marketing & Political Risks.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

FINANCIAL CONSEQUENCES OF A LOSS.

Reduction in Value.

Debris Removal.

Business Interruption.

Contingent Business Interruption.

Loss of Rental Income.

Loss of Rental Value.

Loss of Leasehold Interest.

Inability to Reconstruct Records.

Loss of Use Value in Improvements & Betterments.

Demolition Costs & Increased Cost of Reconstruction.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

VALUATION OF A LOSS.

Market Value.

Replacement Cost.

Actual Cash Value.

(Replacement Cost & Depreciation).

Present Value of the Assetôs Contribution.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

NEGLIGENCE.

Acts of Omission.

Acts of Commission.

Elements: Legal Duty.

Breach.

Damages {Compensatory (Special, General), Punitive}. 

Proximate Cause.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

DEFENCES TO NEGLIGENCE.

Contributory Negligence.

Comparative Negligence.

Assumption of Risk.

Statute of Limitations.

Immunities {Sovereign, Charitable Institutions, Public Officials}.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

RISK CONTROL: Avoidance  /  Prevention  /  Reduction /

Information Management  /  Risk Transfers.

RISK AVOIDANCE:    Proactive Avoidance  /  Abandonment.

LOSS REDUCTION: Salvage  /  Subrogation  /  Litigation Management

Management  /  Catastrophe (Contingency) Plans  / 

Duplication  /  Separation.

RISK TRANSFER:Property or Activity Transferred  /  Contractually  

Pass the Liability. {Insurance, Non-insurance

Transfers(Do Not Satisfy Conditions to be Insurance; Provide  

External Funding)  / Hedging(Taking an Offsetting Risk; 

Not Possible for Many Types of Risks ïInterest Rate, Exchange

Rate, Commodity Price, Oil Price)}.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

ELEMENTS OF INSURANCE.

Contract.

Premium.

Conditional Benefits.

Pooling of Resources.

Bodies Involved: Buyer Side of the Market {Risk Managers,     

Brokers, Consultants}.

Supplier Side of the Market {Insurance

Company, Underwriters, Claims

Adjusters, Agent, Actuaries, etc.}.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

RETENTION Vs. TRANSFER.

Ability to Bear the Loss.

Cost & Effectiveness of a Transfer.

Degree of Control over the Risk.

Insurance Loading Fees.

Additional Insurer Services.

Insurance as a Signal.

Opportunity Costs.

Taxes.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

RISK FINANCING.

Guaranteed Cost - Insurance  {Underwriting with Premium

Depending on Classification Groupings &

Premium Calculated}.

Experience-Rated Insurance.

Retrospective Rating.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

INSURABLE RISK.

Large Number of Homogenous Exposure Units.

Accidental.

Determinable & Measurable.

No Simultaneous Destruction.

Probability Calculable & Not Too High.

{suicide, space shuttle, mental illness, war,

early flight & computers, terminally ill, etc.}
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FIRE SAFETY & INSURANCE IMPLICATIONS.

VALUE OF INSURANCE.

Stability.

Indemnification.

Reduction in Reserve Funds.

Insurersô Ability to Invest.

Satisfies Financial Requirements.

Specialization in Loss Prevention.

Adequate Sum Insured Vs. Underinsured.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

SOCIAL COSTS OF INSURANCE.

Insurersô Operating Costs.

Moral Hazard.

Exaggeration of Losses.

Cheating.  

{Insurer:     Failure to Honor the Contract  /  Misleading  /  

Contracts  /  False Advertising  /  Inappropriate Sales}.

{Insured:      Fraud}.

Cheating leads to increased Litigation & Regulation.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

REQUIREMENTS FOR AN INSURABLE CONTRACT.

Offer & Acceptance.

Consideration.

Competent Parties.

Legal Purpose.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

INDEMNITY.

Based on Valuation {Property: ACV;  Liability : Actual Damages}.

{ Apparent Exceptions:  Valued Policies / Replacement 

Cost Insurance / Life Insurance}.

INSURABLE INTEREST.

Property & Liability: {Time of Loss / Ownership / Potential Legal Liability /

Secured Creditors}.

Life Insurance: {Time of Policy Purchase / Close Ties (Love, Blood, Marriage) /

Pecuniary Interest}.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

SUBROGATION.

{Prevents Double Indemnification / Holds Down Insurance Costs}.

UTMOST GOOD FAITH.

{Representations / Concealment / Warranty / Material Fact}.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

INSURANCE REGULATION.

Licensing.

Solvency.

Rate Approval.

Agentsô Activities.

Insurance Contracts.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

INSOLVENCY OF INSURANCE COMPANIES.

Bad Management.

Poor Underwriting.

Inadequate Reserves.

Bad Investing.

Inattentive to Loss Prevention.

Competitive Pressures.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

OPEN COMPETITION IN INSURANCE.

Advantages: Flexibility / Increased Availability of Insurance / 

Avoid Political Fights / Frees up Time of Regulators.

Disadvantages: Price Gouging / Risk of Insolvency / Fair. 

Causes of Market Failure: Adverse Selection / Individuals

Underestimate the Loss Potential / Insurance Costs Too 

Much / Pooling Not Possible / Insurers Can Not Estimate 

the Loss Potential.
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FIRE SAFETY & INSURANCE IMPLICATIONS. 

Construction Methods .

Legislative Requirements.

Building Standards & Regulations - Building Regulations.

Insurance Covers, Implications, Requirements & Problems.

Life Safety Issues.

Claims Problems.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

HOW IS INSURANCE PLACED?

Someone (Insured or their representative) makes a submission; 

Insurer reviews the contents of the submission;

Insurer decides on premium & informs Insured / Proposer of any

Conditions / Warranties / Endorsements / Excesses /

Deductibles applicable;

Insured / Proposer accepts offer of Insurance Cover & pays

premium; 

Insurance Cover activated by Insurer from a specific time and date.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

What construction system was utilised in the apartments / houses a company 

insures?

Masonry.

Timber Framed.

Metal Framed.

Foam.

Others.

Old or New.

Do you know what materials were utilised in the construction of óyourô 

apartments / houses?  

Were those materials suitable for purpose & for the expected conditions?
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FIRE SAFETY & INSURANCE IMPLICATIONS.

BASIC KNOWLEDGE OF HOUSE CONSTRUCTION.

Traditional / New Systems. 

Suitable Materials.

Structurally Sound / Waterproofed. 

Ease of Access & Egress. 

Means of Fire Spread (Internal & External). 

Cavities / Shafts.

Fire Safety & Building Regulation Requirements. 

Means of  Escape.

I N S T I T U T I O N  O F  F I R E  E N G I N E E R S                   © T H O M A S  P .  E N G L I S H  &  A S S O C I A T E S 54



FIRE SAFETY & INSURANCE IMPLICATIONS.

NEW BUILDINGS / SYSTEMS.

Is there a design available?

Has the design been tested in real life test situations to confirm

Fire Safety requirements?

Is there an Agrément Certificate for the particular design / innovative

product / system? 

Are there clear Manufacturerôs  Instructions in relation to the

erection, fitting out, future maintenance, etc. for the new

building system?

Is the finished unit certified correctly by a Competent Person?
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Understand:

Test Case: MILLFIELD MANOR, NEWBRIDGE, CO. KILDARE.

What Happened: Millfield Manor is a development constructed c. 

2006 consisting of approximately 98 houses in terraces of 3, 6 and 8 houses and 

apartments by Barrack Construction Ltd.

On the afternoon of the 31st March 2015 a fire commenced as a result of 

alleged arson in a house in one of the terraces of 6 houses and spread to total 

destruction of the terrace of houses within 25 minutes. 

The Fire Brigade arrived relatively quickly and in interviews the Chief Fire 

Officer stated that their function was to stop it spreading to an adjacent terrace 

of houses.

Lot of comment about malicious cause, strength of winds, etc.  These are 

secondary factors in relation  to the horizontal spread of fire internally.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

MILLFIELD MANOR VIDEO.   (31/3/2015).
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.
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FIRE SAFETY & INSURANCE IMPLICATIONS.

REVIEW GROUP TERMS OF REFERENCE.
The review will -

1.          Have regard to the typical risk profile faced by residents, their visitors and fire

service personnel in and about apartment developments and housing estates;

2.          Take account of normal hazards and relevant safety management arrangements as 

well as typical passive and active safety features;   

3. Outline general advice and guidance which can be used by owners / residents and

their professional advisers, to ensure that an adequate level of safety is in place

for persons in and about their development.  This may include making provision for ï

Á appropriate or enhanced fire detection and alarm measures;

Á checking that appropriate escape routes from the premises are available, designed in

accordance with current standards; 

Á ensuring evacuation plans are rehearsed in each premises in the event of a fire incident.

4.           Include a case study based on the Millfield Hawthorns estate at Newbridge, Co. Kildare;     

5. Conclude at an early date, with a report to the Minister on or before 30th January 2016. 

The review will be overseen by a Steering Group convened by Kildare County Council in 

conjunction with the Department of the Environment, Community and Local Government. 
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Colindale, London ï220 Apartments:
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Colindale, London ï10 ï12 minutes into the Fire: 

I N S T I T U T I O N  O F  F I R E  E N G I N E E R S                      © T H O M A S  P .  E N G L I S H  &  A S S O C I A T E S 71



FIRE SAFETY & INSURANCE IMPLICATIONS.

Unprotected Attic Space ïNo Fire Stopping / Walls between Blocks:
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Opening in Protected Stairway Wall to Apartment:
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Incorrect Installation of Fire Doors:
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FIRE SAFETY & INSURANCE IMPLICATIONS.

Downlighter Overheating ïMother & Child Died.
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