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Because the devastating floods of 2011 in Thailand
resulted in insured losses currently estimated at US $12B,
flood coverage became essentially unavailable in the
Thai market after the catastrophe. As a result, the
Thai government has created an insurance fund to enable
companies and individuals in Thailand to protect themselves
against future named events.

The “Catastrophe Insurance Policy” offers coverage for damages
caused by three natural disasters: flood, earthquake and windstorm,
as described below.

LIMIT OF COVER AND PREMIUM RATE
The limit of cover is classified into three categories for all areas
within Thailand, as follows:

� DWELLINGS (PRIVATE) Cover limited to THB 100,000,
premium rate 0.5% of the limit

� SMALL AND MEDIUM ENTERPRISES (SME) Total property
sum insured not exceeding THB 50,000,000, cover limited to
30% of property sum insured, premium rate 1.0% of limit

� LARGE INDUSTRIES Total property sum insured over THB
50,000,000, cover limited to 30% of property sum insured,
premium rate 1.25% of limit

BASIS OF LOSS SETTLEMENT
(TRIGGER)
The Government Catastrophe Insurance Policy provides cover for
three natural perils: windstorm, flood and earthquake, subject to the
following conditions:

� The Cabinet makes the announcement of a catastrophe situation
as per recommendation of the Department of Disaster
Prevention and Mitigation, the Ministry of Interior

� The total indemnity for all insured parties under the
Government Catastrophe Insurance Fund is in excess of THB
5,000,000,000 (approximately U.S. $160M) per occurrence

within 60 days with at least two claimants
or more, with the amount of damages as
per the information provided to the Office
of the Insurance Commission (OIC)

� Earthquake subject to 7 Richter scale or
over and Windstorm subject to speed of
120 km. per hour or over

SETTLEMENT OF CLAIM
Due to the large number of insured parties,
the insurance company will conduct a survey
and make an assessment, with the settlement
of claim to be made in accordance with the
actual damages sustained but not exceeding
the limit under the Government Catastrophe
Insurance Policy in all cases except flood in
residential areas. To facilitate the claim
settlement process and to reduce expenses,
settlement of claim for dwellings will be based
on the flood water level as follows:

� THB 30,000 (approx. USD 1,000) if water
level reaches the floor of the household,
less than 50 cm.

� THB 50,000 if the water level reaches
50 cm.

� THB 75,000 if the water level reaches
75 cm.

� THB 100,000 if the water level reaches
100 cm.



We have reviewed the Catastrophe Insurance Policy and set out below the key points to be considered.

Both SME and large industries that wish to buy cover under the Catastrophe Insurance Policy must first have in place a
Fire Insurance Policy or IAR Policy issued in Thailand before being qualified to buy the cover as a supplement to the
policy already in place. Application can be made with any insurance companies in Thailand, though this should be
made with the insurance companies issuing the Fire or IAR Policy. All applications will be ceded back to the Fund.

BASIS OF COVER
The Government Catastrophe Insurance Policy provides cover for Flood, Windstorm and Earthquake subject to the
three conditions enumerated above relating to the declaration of a catastrophe, total indemnity in excess of THB
5,000,000,000 and Earthquake and Windstorm minimum criteria as applicable.

For multinational clients whose locations were affected by flood in late 2011, this is probably the most important
section to be considered. In the event of future flood events, it is almost certain that the catastrophe situation will be
declared and the THB 5,000,000,000 condition should not be an issue. It is now almost impossible to obtain flood cover
for risks in the “Flood Zone” areas from the commercial insurance market. Hence, the Government Catastrophe
Insurance Fund is the only option available. However, the issue is what limit to buy – as premium is high at a rate of
1.25% on the limit. Further, the coverage is Property Damage only, with no coverage for Business Interruption. The 5%
deductible on the limit is another issue to be considered.

As for Earthquake and Windstorm, there has never been an earthquake at 7 on the Richter scale in Thailand, and
Thailand is not in the so called Earthquake Zone. Windstorms with speeds of 120 km. per hour are seldom seen. So
multinational clients should rely on the commercial insurance market for Earthquake and Windstorm coverage.
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COUNTRY
LIMIT UNDER
GOVERNMENT
CATASTROPHE

SETTLEMENT OF
LOSS FOR FLOOD

FOR WINDSTORM & EARTHQUAKE DEDUCTIBLE

Dwelling
Houses

Cover limited to
THB 100,000

THB 30,000 if water level is less
than 50 cm.

THB 50,000 if the water level is 50
cm.

THB 75,000 if the water level is 75
cm.

THB 100,000 if the water level is
100 cm.

The insurance company will conduct a
survey and make assessment with the
settlement of claim to made in accordance
with the actual damages sustained but not
exceeding the limit under the Government
Catastrophe Insurance Policy

None

SME
Business
and Large
Industries

30% of sum
insured

The insurance company will
conduct a survey and make
assessment with the settlement of
claim to made in accordance with
the actual damages sustained but
not exceeding the limit under the
Government Catastrophe
Insurance Policy

The insurance company will conduct a
survey and make assessment with the
settlement of claim to made in accordance
with the actual damages sustained but not
exceeding the limit under the Government
Catastrophe Insurance Policy

5% of Limit 
as per
Catastrophe
Insurance
Policy



EXCLUSIONS
Most of the exclusions are in line with the normal Thai
commercial insurance policy. Of special interest is the
exclusion for Flood loss within the first seven days from the
inception date of the Government Catastrophe Insurance
Policy. In effect, this is the waiting period for the Flood cover
to be triggered after seven days from the first application or
inception date. This condition does not apply to future
renewals. The seven-day waiting period may explain why the
take-up rate up to now has been quite small, given that the
flood season is usually in the fourth quarter of the year.
Insureds perceive that there is enough time to buy the cover
later, when the water levels in the north of Thailand begin to
be out of control:  it usually takes more than seven days for
the water to come down from the north to the central part of
Thailand.  Of course flash flood or prolonged heavy rains can
affect any part of the country, but the major catastrophe risk
emanates from floods beginning in the north.

Other exclusions of interest are damages claimable under
Marine Cargo Insurance (except the excess amount which
cannot be claimed under Marine Cargo Insurance),
consequential losses of all kinds, vehicles for road use and
damages to properties in areas designated by the
government as water retention areas or flood ways, and such
damages are entitled to compensation from the government,
in which case premium will be refunded.

DOUBLE INSURANCE/
CO-INSURANCE
The government policy is considered as “primary” for claim
settlement purposes and there will be no co-insurance
(average will not apply for under-insurance). 

UNDER-INSURANCE
Average will not apply for under-insurance. In effect, this is
a “first loss” policy.

SUMMARY
For locations previously affected by flood, we believe cover
under this Government Catastrophe Insurance Fund should
be seriously considered given the “Flood Zone” location and
the experience of late 2011.  The key question: What is the
optimum limit to buy in view of the high premium rate of
1.25% and the 5% deductible?
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For example, a limit of USD 1,000,000 will
yield an annual premium of USD 12,500
subject to a deductible of USD 50,000,
whereas a limit of USD 10,000,000 will yield
an annual premium of USD 125,000 subject to
a deductible of USD 500,000.  As this is a “first
loss” policy with 5% deductible on the limit, it
is very important to work out the appropriate
limit required for economic reasons (both
premium and deductible).  In this respect, it is
necessary to assess the estimated probable
maximum loss from Flood to determine the
optimum limit to be purchased under the
Fund.  

As an additional note, there is no commission
for all premiums under the Catastrophe
Insurance Policy.  

This entire structure is new.  Issues remain
that may become clearer over time.  For now,
multinational companies with operations in
Thailand should be looking closely at their
flood exposures with an eye toward taking
advantage of this new insurance fund as may
be appropriate.
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