ISO RATING IMPACT ON INSURANCE PREMIUMS


The Insurance Services Office (ISO), which is a service organization to the insurance industry, uses a 1 – 10 rating scale with 1 being the best level of service and 10 being no service at all.  The ISO reviews fire protection in three major categories:

· Communication (10%) – This evaluates the function and reliability of the dispatch service.  

· Water Supply (40%) – This evaluates the community’s ability to deliver firefighting water in sufficient volumes to combat fires in buildings.  

· Fire Department – (50%) – This evaluates the capability of the fire department to effectively respond to and extinguish a fire.  Items reviewed include apparatus, staffing, training, and station locations.  

The table below illustrates the savings in homeowner's insurance premiums when the property is protected by a fire department with a low ISO rating.  An ISO rating of 10 means no fire coverage and a 9 is a minimum department.  Business owners also benefit from better ratings and they stand to gain even more as their savings continue all the way to a class 1 rating.

	Fire Department ISO Class Rate Versus Insurance Premium Costs

	ISO Rating
	ANNUAL PREMIUM COST BASED ON HOME VALUE

	 
	$100,000
	$150,000
	$200,000
	$250,000
	$300,000
	$350,000
	$400,000
	$500,000

	10
	894
	1358
	1856
	2341
	2826
	3311
	3844
	4918

	9
	806
	1224
	1674
	2112
	2549
	2986
	3468
	4436

	7
	430
	652
	892
	1125
	1359
	1592
	1848
	2365

	6
	399
	607
	829
	1046
	1262
	1479
	1717
	2196

	5
	373
	566
	774
	976
	1179
	1380
	1603
	2051

	HOMEOWNER'S RATES DO NOT DECREASE BELOW A CLASS 5.


As the ISO class improves, fire insurance rates decrease until Class 5 for homes.  Businesses generally benefit from further reductions down to Class 1.  A homeowner whose property is valued at $100,000 would save $433 per year if the fire department improved from a 9 to a 5!

There are several factors that affect homeowners’ insurance prices.

1. Type of Construction: Frame houses usually cost more to insure than brick or other fire resistive materials
2. Age of House: New homes are usually less expensive to insure than old homes.
3. Local Fire Protection: The home's distance from a fire hydrant and the quality of the local fire department determine the fire protection class.
4. Amount of Coverage: The amount of coverage on the house, contents and personal liability will affect the price.
5. Deductible Amount: A higher deductible will reduce the price for home insurance.
6. Volume/Relationship Discounts: In some states, insurers offer lower prices for things such as insuring both home and car with the same company and installing deadbolt locks or alarm systems.

A large part of property insurance premium is determined by:

· Type of construction of the building 

· Type of occupancy 

· Age and condition of the property 

· Protection class or effectiveness of the fire department  

· Existence of a sprinkler system. 

An fire alarm system does not usually have a great deal of effect on the premium calculation as most of the large insurers are now requiring alarm system coverage. 
Items Considered in the FSRS

The Fire Suppression Rating Schedule (FSRS) measures the major elements of a community’s fire-suppression system and develops a numerical grading called a Public Protection Classification (PPC™). Here's an outline of the items considered in the FSRS and the percentage weighting of each item in the calculation that leads to a PPC rating. 

Receiving and handling of fire alarms

Receipt of fire alarms by commercial telephone — ISO compares the number of telephone lines provided with the number of telephone lines needed for emergency and business calls. The number of needed lines depends on the population served by the communication center. ISO also evaluates telephone directory listings. 

2%
Operators — ISO compares the number of fire alarm operators provided with the number of operators needed. The number of needed operators depends on whether the community is meeting its performance standards with existing operators for receiving and dispatching alarms. Alternatively, if performance data is unavailable, the number of needed operators is based upon the number of alarms received. 

3%
Alarm dispatch circuits — All fire departments (except for single-station departments with full-time personnel receiving alarms directly at the station) need adequate means of notifying personnel of fire locations. ISO evaluates the type and arrangement of those facilities. 

5%
Receiving and handling of fire alarms total: 10%
Fire department

Pumpers — ISO compares the number of in-service pumpers and the equipment carried with the number of needed pumpers and the equipment identified in the FSRS (or equivalency list). The number of needed pumpers depends on the Basic Fire Flow, the size of the area served, and the method of operation. 

10%
Reserve pumpers — ISO evaluates the adequacy of the pumpers and their components with one (or more in larger communities) pumper out of service. 

1%
Pump capacity — ISO compares the pump capacity of the in-service and reserve pumpers (and pumps on other apparatus) with the Basic Fire Flow. ISO considers a maximum Basic Fire Flow of 3,500 GPM. 

5%
Ladder/service — Communities use ladders, tools, and equipment normally carried on ladder trucks for ladder operations, as well as for forcible entry, utility shut-off, ventilation, salvage, overhaul, and lighting. The number and type of apparatus depend on the height of the buildings, needed fire flow, and the size of the area served. 

5%
Reserve ladder and/or service — ISO compares the adequacy of ladder and service apparatus when one (or more in larger communities) apparatus is out of service. 

1%
Distribution of companies — ISO credits the percentage of the community within specified response distances of pumpers (1-1/2 miles) and ladder/service apparatus (2-1/2 miles). 

4%
Company personnel — ISO credits the personnel available for first alarms of fire. For personnel not normally in the fire station (for example, volunteers), ISO reduces the value of the responding members to reflect the delay due to decision, communication, or assembly. ISO then applies an upper limit for the credit for manning, as it is impractical for a very large number of personnel to operate a piece of apparatus. 

15%
Training — Trained personnel are vital to a competent fire-suppression force. ISO evaluates training facilities and their productivity; training at fire stations; training of fire officers, drivers, and recruits; and building familiarization and prefire planning inspections. 

9%
Fire department total: 50%
Water supply

Adequacy of water supply — ISO compares the available water supply at representative community locations with the needed fire flows for those locations. The supply works, the water main capacity, or fire hydrant distribution may limit the available supply. 

35%
Hydrants: size, type, and installation — ISO evaluates the design capacity of fire hydrants. 

2%
Hydrants: inspection and condition — ISO evaluates the frequency of fire hydrant inspection, the completeness of the inspections, and the condition of the hydrants. 

3%
Water supply total: 40%
Divergence

Divergence — An inadequate water supply may limit the ability of even the best fire department to suppress fires. Similarly, an inadequate fire department may not be able to make effective use of an abundant water supply. So, if the quality of the fire department and the water supply are different, ISO adjusts the total score downward to reflect the limiting effect of the less adequate item on the better one.

 
Survey total: 100%
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