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In Need of Facility Repairs, Remodeling or Renovation?
Don’t miss these tips to reduce your risk

While managing risk relies heavily on common
sense, there are also many factors of insurance
coverage that have the potential to create
problems if not properly understood. Ideally, the
following suggestions will prompt valuable
interaction with your insurance provider,
ensuring that no repair, remodel or renovation in
your facility introduces a level of risk that you
didn't expect.

1. Update coverage for “green” renovations.
Green design elements (recyclable, earth-
friendly roofs, energy saving materials and
equipment) are increasingly popular design
options for behavioral health facilities, since they
trade a higher upfront cost for long-term energy
and operations savings.

But according to Rich Willetts, CPCU, ARM,
program director at NSM Insurance Group,
insurance policies often do not cover the added
replacement cost of green items if they are
damaged. They promise only to replace
damaged equipment or materials with items of
“like kind and quality.”

Policy endorsements are available to address
increased costs and related expenses for green
upgrades.

2. Double-check limits after an upgrade. After
an upgrade or renovation, ask if your policy's
coverage limits are still adequate, Willetts
advises. “If they're not, you could be subject to a
co-insurance penalty.”

All insurance policies have a clause requiring
policy holders to maintain insurance that
matches the value of the property, Willetts
explains. So, upgrading your property through
renovation, remodeling, or an addition generally
demands an increase to coverage and coverage
limit.

3. Update coverage for new IT. As facilities
follow the evolution of information technologies,
including electronic health record (EHR) and
telehealth systems, an important concern
becomes how to provide the proper protection
for these significant investments. “This

equipment can
be expensive
property and
needs to be
properly secured
and insured,”
says Willetts.
That creates
another set of
challenges.
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For example, if your facility just installed a new
server to support a state-of-the-art telehealth
system, Willetts asks: “What happens if there's a
lightning strike and it's destroyed?” Equipment
breakdown is not covered under a typical
property policy and requires the insured to buy
“special coverage,” notes Willetts.

4. Focus on simple maintenance. Willetts
says that most claims in behavioral health
facilities result from accidents, “simple slips and
falls,” that are often attributed to breakdowns in
facility management.

“If you want to impact on your insurance costs,
just keep your facility well maintained,” he
suggests. While most facilities “probably know
where their weaknesses are,” budgets also
need to be taken into account.

“When budgets are tight, things tend not to get
fixed,” he says, adding that insurance
companies want to know that a policy holder will
maintain his property and keep it safe. Of
course, when a facility poses a lower risk, it can
expect lower premiums.

“Underwriters look at all of that information and
they assign discretionary credits based on that,”
says Willetts. “It absolutely has an impact on
your price and premiums.”

Excerpt from “Keeping your assets covered:

Good risk management strategies can drive better decisions
and prevent unforeseen problems.” By Nick Zubko.
Vendome Group. May/June 2011. Behavioral Healthcare
magazine.
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Save the Date!
Come visit us in September

National Conference on Addiction Disorders (NCAD.11)

September 17-21, 2011

Town & Country Hotel

San Diego, CA

NCAD.11 offers 80 sessions, keynotes, pre-conference workshops and poster presentations,

and features 120 addiction industry experts!
Click here to learn more [www.nationalconferenceonaddictiondisorders.com].
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