Chapter 1: The Nutshell

I

nsurance is a game of chance. You’re betting that something will
happen and you’ll get back some of the money you’ve been paying
to your insurer for years, insurers are betting that either nothing
will happen or that policyholders will be too afraid to file a claim or
are uninformed enough about their own coverages to know whether
something is covered or not. An insurance claim is a game: certain players must do certain things at certain times, some players are not allowed
to do some things, very particular steps must be taken at all times, and
every phase of the game has a timer on it. Despite a common misconception, the game is not rigged in favor of insurance companies. They
must play by the same set of rules as homeowners. The only advantage
insurers have over most homeowners is that they know how the game
works (they invented it) and they know the rules of the game, mainly
because they wrote the rules.
Your greatest tools in this game are knowledge, persistence and diligence. While it may not always seem as though the insurance company
is playing fair or playing by the rules (which sometimes happens), I
strongly urge all homeowners to play fair and to play by the rules. When
everyone plays by the rules, everyone benefits; when no one plays by the
rules, everyone loses.
For Homeowners who have never had a claim, this is a brief sumCopyright © 2011 Andrew Wallingford
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mary of how it works or how, in a perfect world, it’s supposed to work. A
loss occurs—there is damage to (or theft of ) your property. You inform
your insurance company, they issue a claim number and authorize any
temporary repairs such as putting a tarp on the roof, covering broken
windows, etc. An insurance company adjuster then contacts you and
sets an appointment to view the damages (sometimes they attempt to estimate damages over the phone, which, frankly, is stupid). The adjuster
inspects the risk (the insured property) and determines if the damage is
covered by your insurance and if it is, he writes an estimate, gives you a
copy and cuts a check for the damages which, depending on the type of
damage and repair methods, represents either part of the total payment
or the whole amount. Often the estimate and check are mailed to the
homeowner though sometimes an adjuster can write the estimate and
the check on the spot. Next you select a contractor, who, as he examines the insurance company estimate, Hmmmms a little bit, scratches
his chin and then matter-of-factly tells you it will cost six times that
amount, at which point you exclaim, “You gotta be kidding me!” and
feel as though you are being given the shaft by your insurance company.
In a panic, you call your adjuster and let him known how dissatisfied
you are. The adjuster does his best to soothe you and allay your concerns
and tells you that this is actually normal. The contactor and adjuster get
together and hammer out the nitty-gritty details of what work is to be
done and how much it should cost (and lo and behold! it doesn’t cost as
little as the insurance company said it would!) and the work gets done
at the homeowner’s behest and the insurance company makes the final
payments and everybody’s happy—raise a toast, have a laugh and smile
until your face hurts.
If this were a perfect world, that’s how it would work and you
wouldn’t need this book.
In case you haven’t noticed, this is not a perfect world and things do
not always go as planned. Can you say, “Iraq”?
Attempts to reach a quick and fair settlement with an insurance company will make any homeowner a believer that Murphy’s Law—that
which can go wrong, will go wrong—was coined by a frustrated homeowner who thought that collecting on a homeowners insurance claim
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would be a quick and easy affair, devoid of loopholes, delays and complications. It will also lead any sane homeowner to believe that insurance, at its core, is a ridiculous farce, an absurdity worthy of the greatest
humorist’s most witty barbs and vocal lambasting.
The Nutshell is that there is no Nutshell: every claim is different,
every claim has its own unique set of complications and setbacks, every
claim has its own distinctive path to resolution. But what makes every
homeowners claim similar is that the rules, regulations, duties, limitations and restrictions are similar for every homeowner (with minor variations from insurer to insurer).
The Rules of the Games—embodied in the form of the Homeowners Policy—are the same for each player, and regardless of the size of the
claim or the size of the insurer, as long as you know the rules of the game
you are on a level playing field with any insurance company and can anticipate the effects that the rules, duties, limitations and restrictions are
going to have on your claim. Once you set foot on a level playing field,
not only does the view change but so does the game.
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Chapter 2: Dynamite and
Sledgehammers: Busting
Myths About Homeowners
Insurance

S

ome writers and homeowner advocates may be satisfied with simply dispelling the elusive and stubborn myths regarding homeowners insurance. Some may find blissful contentment in shining
a spotlight on the underbelly of these unfounded rumors. I, on the other
hand, do not wish to merely shoot down and bag me a few Myths.
Rather I feel a calling to eradicate these false legends and misconceptions with a profound and juicy violence, to incinerate these insidious
deceptions with as much gunpowder and horsepower as I can muster. It
is time to uncork the proverbial dynamite and blow up some long-held,
oft-perpetuated myths about homeowners insurance and filing a claim,
it is time to raise that sledgehammer like John Henry and crush some
misconceptions straight down to oblivion. This is going to feel very, very
good.
“Will filing a claim make my rates go up?” I hear this every day.
“Will they cancel my insurance because I file a claim?” I hear this
every other day.
“They gonna put the Voodoo on me?” I’ve only heard this once,
but it’s worth mentioning to illustrate just how powerful some people
perceive insurers to be, as though an insurer could have unforeseen supernatural effects on you or your family.
With the possible exception of the last quotation above, it would
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be fair to say that most insured homeowners have heard some variation
of these statements and have come to accept them as fact. While they
may seem plausible due to infinite repetition by friends, neighbors and
general busy-bodies; while they may seem like the logical consequences
of cause and effect, the reality is that the statements above are myths,
preposterous misstatements of the truth like so much American lore:
George Washington chopped down a cherry tree and ‘fessed up; Paul
Bunyan cleared an entire forest with one swipe of his axe; trickle-down
economics benefits everyone; and the whole “I didn’t inhale” thing.
The reality is that these are myths and distortions. Joseph Goebbels, an infamous Nazi propagandist once said, “The bigger the lie, the
more people will believe it.” These myths have made homeowners highly
reticent, even fearful, of filing claims, dreading unknown consequences. Rightfully speaking, most homeowners ought to be more afraid of
“catching” a voodoo curse than filing an insurance claim. It is not at all
an exaggeration to say that insurance companies are more than willing
to allow the silly and untrue myths of instantly rising premiums and
inevitable cancellation to proliferate and penetrate the consciousness of
every insured homeowner in the hopes of preventing claims from being
filed in the first place and to ensure that they’re kept in hay.
To be clear: your homeowners premiums will not go up because
you file a claim. You will not be cancelled because you file a single
claim. Premiums are not determined on an individual-by-individual basis (more on this below). Filing one or more claims every year for several
years may result in cancellation; filing fraudulent claims, absolutely will
result in cancellation. But simply using your insurance when you need it
is not grounds for cancellation—or voodoo.
If there is damage to your property, no matter how insignificant it
may seem, the answer as to whether or not to file a claim is always YES.
Yes, yes, yes, yes. Countless times I have inspected a home for damage
only to have the homeowner tell me he wasn’t sure if he should’ve filed
a claim because he “wasn’t sure it was worth it”—and it turns out he has
$10,000.00 (or more) in damages. If there was large hail (golf ball size
and larger) in your neighborhood but you don’t see any damage, file a
claim. If you are unable to determine if any shingles were blown off of
your roof after a wind storm but you see shingles in your yard, file a
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claim. If a tree landed on your house and you are unsure if it actually
caused any damage or not, file a claim. Even if you are not sure if the
damages are covered, make a claim to verify it. Filing a claim is the surest
way to protect yourself from possible financial setbacks or devastation.
There’s another reason to file a claim, even if you’re sure something’s
not covered, like flood: if the county or area in which you live is declared a federal disaster area and your damages aren’t covered by your
homeowners insurance, you will need documentation from your insurance carrier (a letter sating denial of coverage) to receive assistance from
FEMA, the Federal Emergency Management Agency.
Filing a claim, most of the time, is easy and free. Aside from being the
first step to recovery, it is a resource you are entitled to as a homeowner, one that ought never cause fear or trepidation or even a moment’s
hesitation. And filing a claim is the surest way to make certain that the
protection provided under your homeowners insurance is granted. It is
also a sensible and responsible way to retain the value and enhance the
appreciation of your property. There are times when not filing a claim
comes back to haunt homeowners, especially when they find out that
they were covered when they thought they weren’t and the deadline to
file a claim has expired or when they attempt to sell their house and the
buyer’s inspector discovers previous damage—damages that a seller will
most likely have to fix or deduct from the asking price, which I guarantee will cost more than a trip to your psychiatrist to discuss your latent
fears of filing an insurance claim.
There is another reason to file an insurance claim when you have
damage or suspect you have damage. Insurance companies, it has long
been suspected, were the originators of the myths mentioned above and
while it may seem like the first and most prominent diversionary tactic
to forestall or entirely prevent their paying claims, insurance companies,
and this may sound strange, actually want—and yet don’t want—homeowners to file claims. Insurers want to make it seem like they are fulfilling the obligations under their policies, they want to reinforce the selfappointed perception that they are a “Good Neighbor” or that you’re
in “Good Hands,” that they’re the upstanding fellows who’ll do what
they’ve promised to do. They want homeowners to maintain their property and be happy customers. Conversely, they don’t want homeowners
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to file claims because they’re in business to make money and they can’t
make money if they have to keep paying all those pesky claims. Don’t
insurance company executives deserve to drive Porsches, too?
To elaborate on that question that plagues me time and time again,
each and every day, day after day: “Will filing a claim make my premiums go up?”
This is a trick question. Yes, your premiums are more than likely to
go up, but no, your premiums will not go up because you file a claim.
Premiums go up because they go up every year in most places: nationwide, premiums rise an average 7% to 8% each year, though there are
many homeowners in hail- and tornado-prone Midwestern cities who
would love it if their premiums rose only that much each year. Some
companies do tack on a nominal temporary “Claim Surcharge” to your
premiums for a few months after a claim has been filed, but this is the
exception rather than the rule. Premiums keep going up because the
price of everything keeps going up: energy, health care, food, office supplies, Porsches, etc.
Premiums are not determined solely on an individual-by-individual,
or in this case, property-by-property basis like car insurance: they are
determined by a multitude of factors including how much the house
is insured for, the zip code or the neighborhood you live in (and the
number of claims in that zip code or neighborhood), your credit score,
the proximity to fire fighting stations, the type of construction (wood
frame, log, concrete block, etc.), and the age of the home; newer, up-tocode homes are generally less prone to damage than older construction
and therefore cost less to repair and therefore insure.
For purposes of example, let’s say a set of twins, John and Joe Smith,
live across the street from one another and have two houses of identical
design, age, materials and overall value and are insured by the same insurance company. The properties should be insured for the same amount
and if that is the case, they will have the same premium. Let’s say Joe
Smith is more unlucky than John and has had to file two claims over the
course of a year. Which homeowner will have the higher premiums the
next year, John or Joe? Neither—they’ll still be the same. Simply because
you file a claim you will not be financially penalized, other than paying
your deductible. You’ll be “penalized” whether or not you file a claim at
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all courtesy of premiums that rise each and every year, you’ll be penalized
just for having insurance in the first place.
Returning to another myth mentioned above, if you file a single claim
you will NOT be cancelled by your carrier simply because you’ve filed a
claim, nor will you need a sacrificial chicken or goat’s blood or any other
voodoo remedy. Cancellation occurs because of a variety of reasons: an
excessive number of claims filed in a short time span (the more expensive
you are to keep around, the less they’ll want to keep you around); fraudulent claims; homeowners who literally let their property fall to pieces
and/or create an on-going safety issue, a liability lawsuit just waiting to
happen; homeowners who don’t pay their premiums; a property that has
been abandoned or factors that are beyond a homeowner’s control such
as a large number of claims or dollars paid out in your area; or in the case
of Farmers Insurance who, a few years ago, cancelled every homeowners
policy in which the insured property was over a certain age. If you pay
your premiums, take care of your property and shy away from insurance
fraud, the chances for random and capricious cancellation are rare and
the vast majority of responsible, conscientious homeowners have nothing to worry about. On the upside, there is always another insurance
company more than willing to take your money.
Another myth is that insurance companies want to take advantage of
homeowners.
It’s not that insurance companies want to take advantage of homeowners, it’s that they’re more than happy to do so if homeowners let
them. If it happens that homeowners are unknowledgeable about certain
aspects of the homeowners policy, that’s not the insurance company’s
fault. Insurance companies expect homeowners to know everything
about their own homeowners policy without the insurance company actually having to tell the homeowner everything they really need to know
and if it happens that an insurance company doesn’t go out of its way
to advertise in big bright bold letters every little detail of coverage that
homeowners are entitled to, well, that’s not their fault—you didn’t ask,
you didn’t read the policy closely enough. If you don’t know what your
coverages are, then they’re not responsible for you not knowing, for you
not claiming something. At least that’s the insurance carriers’ point of
view. To put it another way, if you don’t know you’re being taken advanCopyright © 2011 Andrew Wallingford
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tage of, they’re not going to tell you. Which is why I wrote this book. So
yes, insurance companies are inclined to take advantage of you if you allow them to, but they can’t take advantage of people who won’t let them.
A myth, in the form of a question. Do insurance companies care
about you?
Of course they do. More specifically, they care about your money—
which is why they’ve gone to great lengths in the past several years to
emphasize that they do care about each and every customer. When you
call your agent or show up in his office, you’re their most important client. Insurance is like any other business: competition is fierce and one
way an insurance company can separate itself from the pack is by providing superior customer service. And naturally, when one insurer raises
the bar with better customer service, the others, like the sheep they are,
race to match their competition. What you get is a fierce and bloody
battle to be the nicest sweetest corporate machine. The result of this
bloodbath of kindness has brought about an eagerness to be (to paraphrase a former U.S. President) kinder, gentler insurance companies.
Believe it or not, most insurance companies want their policyholders to
be happy, they want them to be satisfied with the service and the resolution of their homeowners claim, even if they can’t pay the claim. Okay,
okay what they really want is your money—but the best way to keep
it is by keeping you, their customer, satisfied and to prevent you from
going elsewhere. So yes, insurance companies are more than willing to
take advantage of you if you let them—but at least they want you to be
happy about it!
Raise that sledgehammer!
Another common myth is that your insurance company will repair
your home for you. Many homeowners are under the mistaken impression that some Hercules-like contractor who is always on schedule and
under budget is going to miraculously appear at their doorstep the day
after damages occur, wave his magic hammer, mumble a few Harry Potter-like incantations and make their house as good as new.
(Excuse me while I fall to the floor laughing.)
There are a very small number of insurers who occasionally dispatch
what is called a Preferred Vendor or Preferred Service Provider (a contractor who has previously worked with the insurance company and has
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agreed to work at prices set by the insurer) after a property damage
claim. These contractors can do the work without the usual aggravation of settling a claim and can guarantee the repairs, though this is the
equivalent of a health insurance plan that doesn’t allow you to choose
your own doctor. However, only about 10% of all property damage losses fall under this category. The other 90% of homeowners are in charge
of getting their own repairs made.
It is always the option of the homeowner to accept a Preferred Vendor/Service Provider or not. Thus far the track record of these companies has been very good, mainly because the insurance company usually
guarantees the repairs, something that costs them a little more money
in some instances. It is up to individual homeowners to decide whether
they want to take this route or not and this may be the best course for
many if not most people if it is available. Of course, there’s something
else to consider: would you want a company that would gladly take advantage of you fix your house while you’re away at work?
Every few days or so a savvy, though unknowing, homeowner attempts to persuade me that their deductible doesn’t apply to their loss
because it was an “Act of God,” and, well, they just don’t think they
should have to pay for something that wasn’t their fault like a wind or
hail storm, an earthquake, a forest fire, etc. Obviously these homeowners don’t work for insurance companies. Insurance companies have a
thing about deductibles: they love deductibles, they worship them, they
build great towering monuments to deductibles to demonstrate their
profound adoration, they compose amorous poems and performs curiously flamboyant plays in their honor…you get the picture. Deductibles
always apply. Period. Once in a while, part or all of the deductible can
be absorbed or subtracted if the amount of damage is over the limit of
coverage—which sounds really cool but in actuality is a bittersweet good
news/bad news situation: yes, part or all of your deductible is being
wiped away, cleared from the books, but no, the insurance company is
not going to give you enough money to cover the actual expenses and/
or the full cost of repairs.
Do I smell gunpowder?
Another myth: that any and all decisions made by an insurance company—be it from an adjuster, his supervisor or the supervisor’s superviCopyright © 2011 Andrew Wallingford
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sor—are final and cannot be overturned, that the bucks stops at the first,
second or third sign of “No.” It is sad to say, but quite often the decisions made by those in the lower (non-corporate) levels of an insurance
company are done so to avoid drawing unwanted negative attention. I
often get the impression that the fear of making a mistake, of looking
bad to one’s supervisors or thinking in a way that is outside the rigid
confines of the corporate norm are some of the motivating factors for
not taking chances or making what may seem like unconventional decisions. Though sometimes it’s just a matter of bureaucracy overwhelming
a common sense interpretation of a policy.
Insurance companies want their customers to be happy and if a
homeowner is not happy with a decision from his insurance company,
the homeowner needs to keep going up the corporate ladder until he
finds an ear willing to hear his concerns. It may be a slight exaggeration,
but until you get a letter from the C.E.O. of the insurance company proclaiming that your case is closed and that any further attempts to collect
on a claim will have to be done through the courts, no decision is final.
The final myth: when a homeowner receives a check for property
damages, that is the amount the insurer will “allow” for a claim—that
that’s the most an insurer will pay, period. The claims process is much
more fluid than most homeowners think: a claim is never truly closed
until the very last repair has been made and the last dollar has been
paid. Until that time, a claim is essentially open and there is always
room for necessary adjustments, especially when hidden or additional
damages are found or there has been a sudden increase in the price of
materials due to a lack of supply, which happened in Florida in 2004
after four major hurricanes hit the state (Florida state law dictates that
new composition shingles installed on dwellings must be wind rated to
a level superior to the requirements of most states, causing a shortage
when tens of thousands of homes suddenly needed these special kind of
shingles; many homeowners had to wait nine to 12 months just to obtain the specific kind of shingles.) As you will learn in the forthcoming
chapters, homeowners with replacement cost are usually issued at least
two payments, a first partial payment and a final payment, often with
what are called supplemental payments in between. These supplemental
payments are the adjustments that can always be made to a claim before
the final payments are issued.
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F

ZXYROER EDZJUDT”? What the heck is that? A new hair loss
formula? The name of a foreign exchange student from some
former Soviet Republic? The verbatim transcript of the Iraq postinvasion plan?
No—this is your homeowner’s policy; at least that’s what I’ve been
told what a policy reads like for most people who have made the brave
attempt to actually read it. (Ironically, I’ve also been told that dyslexics
have an uncanny ability to understand their homeowner’s policy with
pristine clarity.) While your policy may look like an incomprehensible
jumble of random letters and numbers whose sole purpose is to vex you
until you pull your hair out and need a real hair loss formula, when
understood, your homeowner’s policy is your greatest weapon in the
claim game.
Policies are built upon conditions, restrictions, limitations, exclusions and out and out lunacy. When reading a homeowners policy, you
may get the impression that a policy is contradictory in many places
and the reason it may seem that way is because they are contradictory in
many places. Some things are covered—except when they’re not. Some
things aren’t covered—except when they are. This section will not only
give an in-depth “translation” of a homeowners policy, it will also teach
you how to read a policy. While most policies are similar to the one
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below, all policies have variations unique to the company issuing it; my
goal is to help readers make sense of the nuances of their own policy by
giving insight into how insurers think and what they mean by what their
policies say.
As this book covers only property damage, building damage and
personal property damage, liability issues and coverages will not be addressed.
The policy that follows is representative of the most popular and current homeowners policy, what is called an “open peril” policy, a peril
being something that causes loss or damage—wind, hail, fire, burst
water pipe, theft, that dump truck parked in your living room. The
policy below, however, is only open peril for structural items, not for
personal property items. Most new policies issued today are open peril
for both building and personal property items, however there are still
a large number of policies that offer open peril on building items only.
There are still older policies that are “named peril” for both building and
personal property items, which means they are much more restrictive in
what they cover a note will be made of the differences between the older
policies and their current versions.
The policy below is a replacement cost policy, the most common
type. A replacement cost policy means that an insurer is required to pay
the full cost to repair or replace damaged items when the cause of damage is covered. If your policy is an Actual Cash Value policy, your insurer
is only required to pay the depreciated value of the items damaged.
A note on letters: for some policies, there may be a difference in how
sections are lettered. For example, the policy below labels all buildings
(house, garage, fences, etc.) “Coverage A”, personal property Coverage B
and loss of use Coverage C; some policies only call the primary structure
(the dwelling) Coverage A, all other structures (detached garages, fences,
sheds, etc.) Coverage B, and personal property Coverage C, with loss of
use getting a “D.”

Sample Policy
Coverage A - Dwelling
1. We cover:
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a. the dwelling shown in the declarations used primarily as a private residence.
This includes structures permanently affixed to the dwelling.
2. Dwelling Extensions. We cover other structures on the residence premises that are
not permanently affixed to the dwelling but are permanently affixed to the ground.
Structures attached by fencing, utility lines or other means to the dwelling are other
structures.
We do not cover other structures:
a. not permanently affixed to the ground that comprises the residence premises;
b. used for business; or
c. rented, unless rented as a private garage.
3. Except as indicated in Section I - Additional Coverages, Land, we provide no coverage for land. This includes land which supports any Coverage A property. We provide no
coverage for any costs to replace, stabilize, rebuild, or otherwise repair the land, including techniques designed to reverse or undermine land stability.

Coverage B - Personal Property

1. We cover personal property located anywhere in the world, provided it is owned or
used by an insured. This includes structures not permanently affixed to the ground that
comprises the residence premises. We cover personal property owned by others while the
property is located on the residence premises. We cover personal property owned by a
guest or a residence employee that is located at the residence premises when the insured
is also living there.
We cover personal property not located at an insured’s residence for up to $2000 or 10%
of the Coverage B limit, whichever is greater. This limitation does not apply to personal
property located at a new principal residence for the first 30 days of moving property
there. If the residence premises is a new principal residence, personal property in the
formal principle residence is not subject to the limitation for 30 days after the inception
of this policy.

Special Limits of Liability. The limits of Coverage B are not increased by the
following special limits of liability. The total limit for each category below is for each
individual loss that occurs within that category:
a. $500 for paper money, bank notes, coins, medals and other valid currency;
b. $2000 for property used for business purposes, including merchandise while on
the residence premises. This does not include electronic data processing equipment or the storage media used with that equipment;
c. $5000 for computer equipment and the storage media used with that equipment
There is no coverage for computer equipment or media storage used with it while
not located at the residence premises except when removed to be repaired or
serviced. An insured student’s computer equipment are covered while at a residence away from home;
d. $1500 for manuscripts, tickets, passports, securities, accounts, deeds, evidences
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of debt, letters of credit, notes other than bank notes, coupons and stamps;
e. $1200 for all types of watercraft, including outboard motors and their trailers,
furnishings and equipment;
f. $1200 for non-watercraft trailers;
g. $3500 for loss of firearms when caused by theft;
h. $3000 for loss of silverware or goldware when caused by theft;
i. $1,000 for:
(1) the legal obligation of an insured due to the theft or unauthorized
use of credit cards or debit cards. If an insured fails to comply with all terms
and conditions by which the cards are issued, we will not cover the use
by an insured or anyone else;
(2) loss caused by forgery or alteration of any paper or electronic check; and
(3) loss to an insured caused by a good faith acceptance of counterfeit United States or Canadian paper currency. No deductible applies to this coverage. We will pay no more than the above stated limit for
forgery or alteration committed by any single person or entity. This limit
also applies when one or more instrument of forgery or alteration are
involved in the same loss.; and
j. $6000 for any single article and $12,000 total for any rug, non wall-to wall
carpet, tapestry, wall-hanging or other similar article when the loss is caused by
theft.
Special limits for jewelry, watches, fur garments and garments trimmed with fur, precious and semi-precious stones, gold other than goldware, silver other than silverware,
and platinum can be found in Section I - Additional Coverages.
2. Property Not Covered. We do not insure for loss against:
a. articles covered by any other insurance or separately described in this insurance;
b. domesticated pets and livestock, including all animals, fish or birds;
c. any motor propelled vehicle, including their parts, designed to move across land.
We do cover machines not licensed for highway use which are:
1. used exclusively to service the residence premises; or
2. assist the handicapped;
d. sound recording devices or instruments permanently affixed to a motorized
machine or vehicle, including any tapes or medium, wiring, or medium used with
these devices while located in the vehicle;
e. property of residents not related to an insured, including but not limited to, roomers, boarder and tenants. We do cover property of roomers, boarders and other residents provided they are related to an insured;
f. aircraft and all parts, including instruments, whether functioning or not;
g. property rented to others by an insured. This exclusion does not apply to
an insured’s property located in a room rented to others.
h. property rented to others while located away from the residence premises;
i. any citizens band radios, radio telephones, radio transceivers and transmitters,
radar detectors, antennas and any equipment used with them located within
or affixed to a motor propelled vehicle, whether attached or not;
j. accounting books, abstracts, drawings, card index systems and other records, not
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including file, tape, disc, drum, cell and other digital and magnetic storage media for electronic data processing. We will cover the cost of blank books, cards
or other blank material and any labor cost of incurred for transcribing or copying these records into the books; or
k. obsolete media for storing or recording electronic data that otherwise cannot be
replaced with other of like kind and quality on the current retail market.

Coverage C - Loss of use

1. Additional Living Expenses. When the residence premises become uninhabitable due
to a Loss Insured, we will cover the expenses to maintain your standard of living while
living elsewhere. Payment will be for the shortest amount of time required to repair or
replace the premises or for you to settle elsewhere, not exceeding 12 months. The expiration date of this policy does not limit the period of coverage.
2. Retail Rental Value. When the part of the residence premises rented to others becomes
uninhabitable due to a Loss Insured, we cover its retail rental value. Payment is for the
time required to repair or replace the part of the premises rented, not exceeding 12
months. The expiration date of this policy does not limit the period of coverage. Retail
rental value does not include expenses that stop while that part of the residence premises
rented remains uninhabitable.
3. Prohibited Use. When a neighboring property is damaged by a Loss Insured and civil
authorities prohibit the use of your dwelling, we cover any resulting Additional Living
Expense and Retail Rental Value for up to two weeks.
We do not cover loss due to cancellation or voiding of a lease or agreement.

Section I - Additional Coverages
1. Debris Removal. When a property is damaged by a Loss Insured, we will pay all
reasonable expenses for the removal of covered property debris. This amount is included
in the limit of liability for the damaged property. When a tree damages Coverage A
property we will pay no more than $500 in the aggregate per loss to cover the reasonable
expenses to remove tree debris from the residence premises.
2. Temporary Repairs. When a property is damaged by a Loss Insured, we will pay the
reasonable and necessary expenses for temporary repairs to the covered property so that
the property is protected from further damage or loss. This amount is included in the
limit of liability for the damaged property.
3. Fire Department Service Charge. We will pay up to $500 for fire department charges when a Loss Insured requires the fire department to save, protect or salvage property
covered under this policy. This amount may increase the limit of liability for the dwelling. The deductible does not apply to this coverage.
4. Trees, Shrubs and Other Plants. When damaged by fire or lightning, explosion, riot
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or civil commotion, vandalism, aircraft, vehicles not owned by an insured, malicious
mischief or theft we cover outdoor trees, shrubs, plants (including lawns), located on the
residence premises. Including the removal of debris, the limit of this coverage is five (5)
percent of the dwelling limit, with a $500 limit for any single outdoor tree, shrub, plant
or lawn. This amount may increase the limit of liability for the dwelling. Property grown
for business purposes is not covered.
5. Removed Property. When threatened by a Loss Insured, all covered property is insured against any accidental direct physical loss that may occur in the removal of said
property from the residence premises. This coverage is available for up to 30 days while
removed. Any reasonable expenses to remove and/or return covered property is also
included in this coverage. This coverage is included in the limit of liability for the damaged property.
6. Credit Card, Bank Fund Transfer Card, Forgery and Counterfeit Money.
a. Losses caused by the dishonesty of an insured or from business interests are not
covered.
b. Defense:
(1) We will investigate and settle any claims or lawsuit that we deem appropriate. When the limit of liability is met, our requirement to counter
lawsuits or claims ends.
(2) We will provide defense when a lawsuit or claim is made against an insured for liability under this coverage. We shall have the option of choosing our own attorneys and will pay any expense up to the limit of liability.
(3) At our option and expense, we will defend an insured against any suit
sought for payment under the Forgery coverage.
7. Power Interruption. Power interruptions from a Loss Insured which occur on the
residence premises are insured for accidental direct physical loss caused directly or indirectly by a change of temperature. Power to the surrounding homes, area or neighborhood must remain intact. This coverage is included in the limit of liability for the
damaged property.
8. Refrigerated Products. The contents of refrigerators and deep freezes located on the
residence premises are covered for loss resulting from mechanical failure of the unit or a
loss of electricity. Reasonable measures must be taken to prevent further damage when
loss is caused by mechanical failure or power loss. Power failure or mechanical failure
does not include removing the plug from the electrical outlet or switching off of the unit
unless this is the result of a Loss Insured. The deductible does not apply to this coverage.
There is a limit of $750 per unit per loss when caused by a Loss Insured.
9. Land. There is $12,000 available for when a Loss Insured causes damage to the dwelling and results in the instability of land. The land that sustains the loss must support the
portion of the dwelling damaged by a Loss Insured. This limit is for all costs to stabilize,
repair, rebuild and replace land, including engineering fees, permits and removal of existing land. This is an extra amount of insurance.
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10. Jewelry and Furs. Jewelry, watches, fur garments and garments trimmed with fur,
precious and semi-precious stones, gold (other than goldware), silver (other than silverware), and platinum are insured for accidental direct physical loss or damage. Loss by
theft for any of the above items is limited to $3,000 in the aggregate and $1,000 for
any single item. Loss by any other Loss Insured shall be the policy limits stated in the
Declarations.
Loss resulting from mechanical breakdown, wear and tear, deterioration, insects, vermin, inherent vice or seizure or destruction under quarantine or customs regulations is
otherwise excluded.
11. Arson Reward. There is up to $1,500 available for persons providing information
leading to a conviction for arson to the property covered by this policy. This coverage
may increase the dwelling coverage limit. The $1,500 limit is aggregate for all persons
claiming reward.
12. Volcanic Action. Direct physical loss resulting from a volcanic blast and/or airborne
shockwaves, lava flow and volcanic ash and/or particulate matter is extended to covered
buildings. Contents within a fully enclosed building are covered only if damage is sustained to the building. Coverage B items not in an enclosed building or in a carport are
included in this coverage.
Coverage for the removal of volcanic ash or particulate matter is also extended to buildings and to contents within buildings provided the buildings sustain direct physical
damage from ash or particulate matter or volcanic blast and/or airborne shockwaves or
lava flow. Volcanic eruptions occurring within 48 hours are considered one loss. This
coverage is included in the limit of liability for the damaged property.
13. Collapse. We cover direct physical loss to buildings and their contents when caused
by collapse. Direct physical loss to covered property involving the collapse of a building
or any part of a building must be caused by one or more of the following:
a. perils described in Section I - Losses Insured, Coverage B - Personal Property.
These perils apply to Coverage A and Coverage B items for loss by collapse;
b. unknown and unseen decay;
c. unknown and unseen insect or vermin damage;
d. weight of snow, ice, sleet, rain or hail upon a roof. This applies only to Coverage
structures.
e. weight of people, contents, tools, instruments or animals; or
f. use of defective material or construction methods, remodelling or renovation
provided the collapse occurs during the course of construction, remodelling or
renovation.
Loss to dwelling extensions such as fences, pavement, swimming pool, underground
pipe, flue, drain, cesspool, septic tank, and loss to patios, pavements, foundations, retaining walls, bulkheads, piers, wharfs or docks are excluded under items b., c., d., e.,
and f. unless the collapse of a building causes the loss directly. Settling, cracking, shrink-
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ing, bulging, or expansion are not considered collapse.
This coverage is included in the limit of liability for the damaged property.
14. Locks. When keys to the locks of exterior doors are part of a covered loss due to
theft, we will pay the reasonable expenses to re-key locks on all exterior doors of the
dwelling located on the residence premises. The deductible does not apply to this coverage.
15. Temporary Living Expense Allowance. There is $3,000 available to maintain
your standard of living should the dwelling become uninhabitable due to earthquake,
flood, landslide, mudslide, sinkhole, volcanic explosion, earth movement, or should
civil authorities declare your dwelling uninhabitable due to earthquake, flood, landslide,
mudslide, sinkhole, volcanic explosion or earth movement. The Section I - Losses Not
Insured references to earthquake, landslide, flood and volcanic explosion do not apply
to this Additional Coverage. This is an extra amount of insurance.
Report Increased Values
You must notify us within 90 days of the start of any new buildings, renovations or additions valued at $5,000 or more. Payment for a loss Insured will not exceed the existing
limit of liability applying to the building if you fail to notify us within 90 days of said
new buildings, renovations or additions being completed. See Section I - Conditions,
Loss Settlement for additional provisions.

Section I - Losses Insured
Coverage A - Dwelling
We provide coverage against accidental direct physical loss for all Coverage A items. All
losses under Section I - Losses Not Insured are otherwise excluded.
Coverage B - Personal Property
We provide coverage against accidental direct physical loss for all Coverage B items
caused by the following perils, unless otherwise excluded in Section I - Losses Not
Insured.
1. Fire or lightning.
2. Windstorm or hail. Loss to personal property in a fully enclosed building from rain,
snow, sleet, sand, dirt or dust is otherwise excluded unless wind or hail damages the
building and creates an opening through which rain, snow, dust, sand, sleet or dirt enters and causes loss to the property.
3. Explosion.
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4. Aircraft. Rockets, missiles, unidentified flying objects and spacecraft are included in
this category.
5. Vehicles.
6. Riot or civil commotion.
7. Smoke. Smoke damage which occurs or a period of time is excluded.
8. Vandalism or malicious mischief. Purposeful and deliberate damage to or destruction of property by someone who is not an insured is included.
9. Theft. This also includes loss from an attempted theft. The following are excluded:
a. loss of a precious or semi-precious stone from its setting.
b. theft:
(1) committed by an insured or by persons who habitually reside at the residence
premises. Property of a student is covered while located at a residence away
from home, provided the theft is not committed by an insured;
(2) to a dwelling under construction, including the material and supplies for use
in the construction provided the dwelling is unoccupied; or
(3) of Coverage B items from the portion of the residence premises rented to
others:
a. perpetrated by a tenant, a member of the tenant’s household, or the tenant’s
employees;
b. of paper money, coins, bank notes, currency, medallions and medals;
c. of securities, checks, including paper and electronic checks, cashier’s
checks, traveler’s check, money orders and other legal tender, accounts,
deeds, evidences of debt, letters of credit, notes other than bank notes,
manuscripts, passports, tickets, coupons, vouchers and stamps; or
d. of jewelry, fur garments and garments trimmed with fur, watches, precious and semi-precious stones, bullion, gold, goldware, silver, silverware,
pewterware, and platinum.
c. theft that occurs at a location other than the residence premises of:
(1) property while at another residence owned, permanently rented to, or
occupied by an insured. The property of a student who is an insured is covered while residing away from home;
(2) watercraft of every type, including any furnishings, equipment and outboard motors which complement or belong with the watercraft; or
(3) trailers and campers designed to be conveyed by or on a vehicle.
Property in a former principal residence is not considered property away from the residence premises for the first 30 days after the inception of this policy.
10. Falling Objects. Loss to property within a fully enclosed building is otherwise excluded unless the falling object causes damage to the exterior of the building before
damaging the contents within. Damage to the falling object itself is not included unless
the object is damaged by a loss insured.
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11. Weight of ice, snow or sleet. Loss to property within a fully enclosed building is
otherwise excluded unless the weight of ice, snow or sleet creates an opening through
which melted ice, snow or sleet causes damage to the property contained within the
building.
12. Sudden and accidental discharge or overflow of water or steam. Direct physical
loss from water or steam escaping from a plumbing, heating, air conditioning or automatic fire protective sprinkler system, or from within a household appliance is covered.
This does not include loss:
a. to the system or appliance which discharged the water or steam;
b. from freezing;
c. from water from outside the plumbing system that enters through sewers or
drains or which enters from or overflows from within a sump pump well or a
similar system designed to remove subsurface water from beneath the foundation area; or
d. from seepage or leakage of water or that occurs over a period of time which
results in deterioration, corrosion, rust, mold, or wet or dry rot.
13. Sudden and accidental tearing asunder, cracking, burning or bulging. Direct
physical loss from water or steam from a steam or hot water heating system, an air conditioning or automatic fire protective sprinkler system, or an appliance for heating water
in which there is sudden and accidental tearing asunder, cracking, burning or bulging
of that system is covered.
This does not include loss:
a. from freezing; or
b. from seepage or leakage of water or steam over a period of time which results in
deterioration, corrosion, rust, mold, or wet or dry rot.
14. Freezing. Direct physical loss from the freezing of a plumbing, heating, air conditioning or automatic fire protective sprinkler system, or of a household appliance is covered. This peril is excluded if the dwelling is vacant, unoccupied or being constructed,
unless you have taken reasonable measures to:
a. maintain sufficient heat in the structure; or
b. turn off the water and drain the water from all appliances and systems.
15. Power Surge. We cover accidental direct loss to electrical appliances, devices, fixtures, electronic systems and wiring from a change in artificially generated electrical
current. The limit for each damaged item from this loss is $1,200 per item.
16. Breakage of glass. We cover accidental direct loss to personal property caused by
the breakage of glass which is a part of a building on the residence premises.
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Section I - Losses Not Insured
1. Any loss to Coverage A property caused by the following are specifically excluded, regardless whether the loss is the result of one event or occurs over a period of time, causes
isolated or comprehensive damage or is the a result of any combination of the following.
a. collapse, except that which is indicated in Section I - Additional Coverages,
Collapse;
b. freezing damage to a building that is vacant, unoccupied or being constructed.
Any direct physical loss from freezing to a plumbing, heating, air conditioning
or automatic fire protective or to a household appliance, is excluded; any direct
physical loss from freezing that causes discharge, leakage or overflow from
within a plumbing, heating, air conditioning or automatic fire protective system or appliance caused by freezing when a dwelling is excluded. This exclusion
only applies when a building is not occupied, under construction or otherwise is
vacant, provided reasonable measures have been taken to maintain heat in the
building and to turn off the water and drain the water from all appliances and
systems.
c. freezing, thawing, pressure or weight of water or ice, on a fence, pavement, patio
swimming pool, foundation, retaining wall, bulkhead, pier, wharf or dock, regardless if it driven by wind or not;
d. if the dwelling has been vacant for 30 days or more before a loss, any acts of
vandalism or malicious mischief or breakage of glass and safety glazing materials
is excluded. A dwelling under construction is not considered vacant.
e. theft to a dwelling under construction, including materials and supplies used in
the construction, until the dwelling is completed and occupied.
f. continuous or repeated discharge or leakage of water or steam over a period of
time that results in deterioration, corrosion, rust, mold or wet or dry rot from
any of the following:
(1) heating, air conditioning or automatic fire protective sprinkler system;
(2) dehumidifiers or other household appliance; or
(3) plumbing systems, including any area surrounding a shower stall, shower,
bath, tub installation, toilet, faucet or other plumbing fixture, including damage to any walls, ceiling or floors that results from this loss;
If the loss is caused by water or steam not otherwise excluded, we will cover the cost to
tear out and repair or replace any part of the building necessary to return the system
or appliance to the condition it was in before the loss. We do not cover damage to the
system or appliance the water or steam escaped from.
g. wear, tear, marring, scratching, deterioration, inherent vice, latent defect, mechanical breakdown, corrosion, electrolysis or rust;
h. mold, or wet or dry rot;
i. contamination, pollution;
j. smog, industrial or agricultural smoke or smudging;
k. cracking, settling, shrinking, bulging, expansion or deterioration of pavements,
patios, foundation, walls, floors, roofs, in-ground pools or below-ground water
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collection installations; or
l. domestic animals, birds, vermin, rodents, insects, or wild animals. We cover
glass breakage or breaking of safety glazing material when caused by birds, vermin, rodents insects or wild or domestic animals.
Unless the resulting loss is a Loss Not Insured as indicated in this section, we cover accidental direct loss from items a. through l.
2. We provide no coverage for the following losses that occur, regardless of the cause
of the loss and the extent of the damages, whether other causes occur simultaneously,
concurrently, in combination with or occur in any order with the losses below. These
losses are excluded whether the events take place suddenly or over time, rise from natural
sources, or are the result of a combination of any of the following:
a. Earthquake. Direct physical loss is covered when earthquake causes loss by fire,
explosion, theft, or breakage of glass or safety glazing materials, provided the
resulting loss is a Loss Insured.
b. Nuclear Hazard. Nuclear Hazard includes a nuclear reaction of any type, raditation or radioactive contamination from any source, all whether controlled or
uncontrolled. Loss caused by nuclear hazard is not considered loss caused by
fire, explosion, or smoke. However, we do insure for fire when it is a direct result
of a nuclear hazard.
3. We provide no coverage for the following, regardless of the cause of the loss and
the extent of the damages, whether other causes occur simultaneously, concurrently, in
combination with or occur in any order with the losses below. These losses are excluded
whether the events take place suddenly or over time, rise from natural sources, or are the
result of a combination of any of the following:
a. Ordinance or Law. Unless provided elsewhere under this policy, the enforcement of any ordinance, statute or law overseeing the construction, repair or
demolition of a building or other structure is not covered.
b. Earth Movement. Earth movement includes sinking, rising, shifting, expanding, contracting or sudden or gradual upheaval of earth, whether occurring concurrently with water or not. Earth movement includes but is not limited to
landslide, mudflow, sinkhole, subsidence and erosion. This exclusion also includes volcanic explosion and lava flow, except as specifically provided in Section I- Additional Coverages, Volcanic action.
We do insure for accidental direct loss by fire, explosion, theft, or breakage of glass
or safety glazing materials that arises from earth movement, provided the resulting loss
is a Loss Insured.
c. Water Damage, meaning:
(1) flood, surface water, subsurface water, tidal waves, waves, overflow of a body
of water, or spray from any of these, regardless of its source or if it is propelled by wind or any other natural external source including pressure, osmosis or transference;
(2) external water from without the plumbing system that enters the dwelling
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through sewers or drains, or water which enters into and overflows from
within a sump pump, sump pump well or any subsurface water removal
system which drains water from the foundation area; or
(3) water from below the surface of the ground which exerts pressure on, seeps
or leaks through a building, sidewalk, driveway, foundation, swimming pool
or other structure.
Direct physical loss from fire, explosion or theft resulting from water damage is
covered, provided the loss is itself is a Loss Insured.
d. Neglect. This includes deliberate and wilful neglect that results in loss or further
loss, including but not limited to, an insured’s failure take reasonable steps to
protect and preserve property before, during and after a loss or when property is
threatened by a continued loss.
e. War. War is defined as any declared or undeclared war, civil war, insurrection,
rebellion, terrorism of a domestic or international source, revolution, actions of
militias or anarchists, warlike acts by a military force or military personnel. Any
destruction, damage, theft, appropriation or use for a military purpose by a military
force, including militias, terrorists and anarchist is excluded. Resulting loss from
any of the above are excluded. Explosion of a nuclear device is considered a warlike act even if accidental.
4. The losses indicated in paragraphs 1., 2., and 3. above are excluded regardless of
whether the following contribute or aggravate the loss or occur in any sequence with the
above losses or any other cause of loss:
a. conduct, actions, inactions, or decision of any person, group, organization or
governmental body whether intentional, wrongful, negligent, or without fault;
b. inherent defect, weakness, inadequacy, fault or unsoundness in
(1) design, specifications, workmanship, construction, grading or compaction;
(2) planning, zoning, development, surveying or placement;
(3) construction materials; or
(4) maintenance and upkeep;
This applies to all covered property, including but not limited to land, structures,
contents or improvements whether located on the residence premises or away from the
residence premises.
Direct physical loss resulting from items a. and b. are covered under this policy unless the resulting loss is also a Loss Not Insured included in this Section.
5. If a loss is caused by a peril that is not specifically excluded, we provide coverage for
direct physical loss. However, this provision does not apply to the losses indicated in
paragraphs 1., 2., 3., and 4. above, for which there is no coverage.
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Section I - Conditions
1. Limit of Liability and Insurable Interest. Our limit of liability is the amount indicated in the declarations, the amount indicated in this policy or the amount for which
the insured is liable, regardless of other persons or entities who may have an interest in
the covered property. We will pay no more than our insured’s portion of a loss.
2. Your Duties After Loss. Following a loss, you are required to perform the following
duties:
a. notify us when a loss occurs. If the loss is caused by theft, you must notify the
police; if it is a credit card or debit card loss, you must notify the credit card
issuer or bank;
b. prevent further loss by protecting the property, meaning making required temporary repairs and maintaining a record of repair expenses;
c. inventory all damaged or stolen personal property. Provide a description, age,
place of purchase, serial numbers (if applicable), quantity, and replacement cost
for each item. Include any receipts or documents that substantiate the figures
in the inventory;
d. as frequently as we reasonably request:
(1) display the damaged property or provide clear photographic evidence of
damaged items that have been disposed of;
(2) in a timely manner, give us any and all documentation we request and allow
us to produce copies of these documents;
(3) provide us with recorded statements and official statements taken under
oath while all other insureds are absent;
(4) allow us to take official statements under oath of any employees, members
of the insured’s household or any persons having knowledge of the events of
a loss, provided the insured has the capacity to do so; and
e. within 180 days after the loss provide us with a signed, sworn proof of loss
indicating:
(1) the date, time and cause of loss, if known;
(2) your interest and the interest of all others in the property involved and any
entailments placed upon the property;
(3) any known alterations of title, deed, ownership, interest or occupancy of the
insured property;
(4) any other insurance that may provide coverage for the loss;
(5) documentation of loss to any personal property items, including but not
limited to an inventory of all damaged or stolen property and any blueprints
or other suitable specifications of damaged buildings and, if available, detailed estimates to repair any damaged building(s) or personal property item;
(6) records of expenses for claim made for additional living expenses paid and
records which substantiate the retail rental value loss;
(7) records, recorded statements under oath which substantiate a claim for a loss
under the Credit Card, Debit Card, Check, Forgery and Counterfeit Money
coverage, indicating the validity of a claim, the cause of the loss and the
amount of the loss.
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3. Loss Settlement. The following sets forth the settlement of covered losses:
a. At the time of loss we will pay actual cash value for the following:
(1) items that are deemed irreplaceable with what is available on the current
retail market, including antiques, fine arts, painting, sculptures, and statues.
(2) items in which the age, history or significance substantially contribute to
their inherent value above and beyond the current retail value of the object
itself, including, but not limited to, memorabilia, souvenirs and collectibles;
(3) property which is used for something other than its original or intended
purposes.
b. We will pay the following for Coverage A and Coverage B property damaged
by a Loss Insured:
(1) any damage to covered property claimed, reported or not repaired or replaced within one year after the loss will be settled on an actual cash value
basis;
(2) we will pay the lowest amount of the following:
(a) the actual cost to replace damaged items at the time of loss;
(b) the actual cost to repair damaged items at the time of loss;
(c) any special limits of liability indicated in this policy; or
(d) the Coverage A or Coverage B limit of liability that may apply.
c. We are required to pay only the following to repair or replace Coverage A structures and Dwelling Extensions, subject to these conditions:
(1) we will pay for construction of like kind and similar quality of the damaged
items;
(2) until the damaged structure or structures have been repaired or replaced, we
will pay the actual cash value at the time of loss up to the policy limits, provided all incurred expenses have been accounted for and the cost to repair
the damaged structures do not exceed the cost to repair the same structures;
(3) any claim for replacement cost payments exceeding the actual cash value must
be made within one year from the date of loss. All payments are restricted to
what is actually and necessarily spent to repair or replace the damaged portion or portions of the buildings or other structures with the same construction for the equivalent use on the same premises.
(4) we are not required to pay any increase in cost due to state or local ordinances, statues or laws for the repair, replacement, construction, remodelling or
demolition of a structure or building, unless indicated elsewhere in this
policy.
4. Loss to a Pair or Set. When there is loss to a pair or set, at our option we will:
a. repair or replace that part of the pair or set that will restore the pair or set to its
value before the loss; or
b. pay the actual cash value of the pair or set as it was before the loss minus the
actual cash value of the pair or set after the loss.
5. Appraisal. When there is a disagreement on the amount of a loss, you or we can
request that the valuation of the claim be determined by appraisal. When the request for
appraisal is made, each party will select their own appraiser and notify the other party
within 30 days of receiving notice of appraisal of their selection of an appraiser. The two
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appraisers will then determine the amount of the loss. If agreement on the valuation of
the loss is reached, this will be the amount of the settlement. Should the appraisers not
reach agreement within 30 days, the appraisers will then select an impartial umpire, who
will determine the valuation of the loss. Each party will pay the expenses incurred by the
appraiser they select; any additional expenses, including but not limited to umpire fees
and expenses will be shared equally by you and us.
6. Other Insurance. When other insurance covers any loss covered by this insurance, we
will pay our portion of the loss or the applicable policy limit, whichever is less.
7. Lawsuit Against Us. All legal action against us must commence within one year from
the date of the loss and can only be brought after all policy conditions have been met.
8. Our Option. When there is a payable loss, we reserve the right to repair or replace
the damaged property with like kind and quality items or materials. All property for
which we pay becomes our property and at our option we will assume possession of that
property. However, we are not required to accept any damaged or abandoned property.
9. Loss Payment. All losses will be adjusted with you. Unless there is another person,
persons or entity named in the policy, we will pay you for the loss. All losses will be paid
within 30 business days once:
a. you and us agree on the amount of the loss;
b. a final judgement has been rendered; or
c. an appraisal decision has been determined by the process indicated in number
5. above.
10. Mortgage Clause. All mortgagees and trustees have a payable interest in all Coverage A damages. This clause does not apply to Coverage B property.
a. Should a mortgagee be listed under this policy, all payable losses will be paid to
you and to the mortgagee as their interest may appear. Should more than one
mortgagee be listed, the mortgagees will be ordered by the precedence of the
mortgagees.
b. Should a claim be denied, any valid claim made by the mortgagee will be paid
provided the mortgagee:
(1) informs us of changes in the title, deed, ownership, occupancy or significant
alterations to the property which is insured.
(2) at our request, issues payment for the premiums due under this policy when
you fail to pay said premiums; or
c. Should this policy be cancelled by us, we will notify the mortgagee at least 15
business days before the cancellation date.
d. Should we deny payment to you and pay the mortgagee for losses incurred under
this policy:
(1) our rights and duties will be assumed by those of the mortgagee provided
under the mortgage contract; or
(2) we reserve the right to pay the mortgagee the balance of the mortgage principal. Should we exercise this option, we assume all rights of the mortgagee
and any collateral assigned to the mortgage debt.
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e. The mortgagee retains all rights to their portion of claim payment of a valid
claim against this policy, regardless of any subrogation of the claim.
11. Intentional Acts. Any deliberate damages caused by any insured with the intent of
collecting payment will void this policy and no payment will be made to you or to any
other insured.

Coverage “A”
Coverage A means building items: the dwelling and dwelling extensions.
The dwelling includes the building and all building materials inside it—
electrical wiring, plumbing, wall to wall carpeting, cabinetry—basically
anything that’s attached or nailed or screwed down permanently that
you wouldn’t take with you if you moved, including built-in shelving
that is attached to the walls or floor. Most policies also state that this
includes building materials that happen to be lying about.
Dwelling Extensions are buildings and items that are permanently
connected to the ground but not structurally attached to the dwelling.
Detached garages, fences, gates, sheds, gazebos, in-ground swimming
pools, driveways. If you have a small shed that isn’t sitting atop a permanent (concrete) foundation—if it was just plunked down in the yard on
top of the grass or dirt—it is considered personal property.
The dwelling and dwelling extensions each have separate, unique
policy limits. These coverage limits are listed on your Declarations page.
Typically the Dwelling Extensions limit is 10% of the Dwelling limit;
if 10% for Dwelling Extensions is not sufficient, this amount can be
raised.

What is Covered
Under Section I – Losses Insured, an open peril policy states simply,
“We provide coverage against accidental direct physical loss for all Coverage A items. All losses under Section I - Losses Not Insured are otherwise excluded.” What this means for Coverage A is that any sudden,
one-time damage that occurs to your property is covered—unless it is
specifically excluded somewhere else. If your policy has a statement like
the one above, you have an open peril policy. In older “named peril” pol-
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icies, the Losses Insured section will list the specific causes of damage/
loss for which the policy insures; in this case, these are the only coverages
afforded under that policy.
For an open peril policy, most damages that occur slowly over time are
not covered, like deterioration, long-term seepage of water from pipes,
corrosion of surface materials, ordinary wear and tear, wet or dry rot—if
it takes a long time to occur, it more than likely isn’t covered. The few
exceptions will typically be found under Section I – Coverages, Additional Coverages, which in the policy I’m using provides coverage for
collapse caused by hidden decay and hidden insect and vermin damage.
When insurers want to determine whether or not damages are covered, they look for the Proximate Cause—the root cause of the damages.
More often than not this is easy to determine—wind blew shingles off
the roof, causing rain to leak into the house and damage the drywall or
wallpaper. In this case, wind is the root cause of all of the resulting damages and since wind is not specifically excluded, all damages would be
covered. In some cases, something that may be specifically excluded may
actually be covered if the Proximate Cause is something that is covered.
For example, a violent windstorm causes a large tree limb to land on a retaining wall, collapsing the retaining wall, causing the earth the wall was
holding back to give way; the ground that gave way also happened to
support a deck, which then collapses. If the retaining wall had collapsed
for no reason, moving the ground it was holding back and making the
deck fall, nothing would be covered—earth movement and collapse not
caused by hidden decay are specifically excluded. In the absence of the
tree limb damaging the retaining wall, nothing would be covered in this
example; since wind caused the tree limb to fall onto the retaining wall,
which caused the earth to move, which caused the deck to collapse, all
of the damages should be covered.
Determining Proximate Cause is the cause of all disputes about
whether something is covered or not. After hurricane Katrina, Proximate Cause became a highly contentious issue when it became unclear
what caused the damage to some homes—did the storm surge cause the
damage (ground water = not covered) or was it the Category 3 winds
(covered)? In some cases, it was determined that the storm surge caused
some of the damage but that the wind also caused some of the damages,
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too—but some insurers didn’t want to pay for what engineers determined to be wind damage—in the case of State Farm, one claims manager hired a series of structural engineers until she could cherry pick the
report that suited her decision not to cover the losses. Naturally that got
State Farm into a wee bit of trouble in the form of a series of lawsuits,
many of which they lost in spectacular fashion. Funny how trying to
save money can be really expensive.
There is some extra coverage available to Coverage A property, found
under Section I – Coverages – Additional Coverages. Some of these
items are self-explanatory, some require a dash of interpretation. Each of
these has their own little set of rules, conditions and restrictions.
Debris Removal. As long as the debris was put there or caused by a
peril that is covered, insurers pay the “reasonable” expenses to haul that
debris away. Most policies indicate that the debris must be from the
dwelling or dwelling extensions listed under the policy, but in the real
world, when windstorms like a tornado or hurricane blow debris into
your yard from other houses, the removal of this debris is also covered.
Any expenses for debris removal are applied toward the policy limits—
which means unlike some items below, it does not have it’s own special
limit, that any money spent toward debris removal is included in the
tally for the damages to the property damaged, whether it is the house
or dwelling extensions. Also, if a dwelling is a total loss and the amount
to rebuild and remove the debris are above the policy limits, there is an
extra 5% of the policy limits available for debris removal. For example:
for a dwelling with limits of $200,000.00, once the cost to rebuild goes
over $200,000.00, you have an extra $10,000.00 available just for debris
removal. This amount is paid on an “if incurred” basis, which means it’s
only paid when it is actually needed. This extra 5% also applies to dwelling extensions (which, again, have their own limits separate from the
dwelling) and, as you are about to learn, tree debris removal. For more
on debris removal, see Part IV, Common Losses and Issues, Chapter 26:
General Debris Removal.
Tree Debris Removal. Everyone seems to want to go green lately—but what happens when green wants to go right into your living
room? Tree debris removal is one of the most misinterpreted and misunderstood parts of the policy. Here’s the basics: if a covered type of loss
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causes a tree or tree limbs to damage the dwelling or dwelling extensions (house, fence, shed, gazebo, etc.), insurers must pay any reasonable
amount to lift or cut the tree (or tree limbs) off the damaged Coverage A
structure(s) and place them on the ground. Once the tree or tree limbs
that damaged the dwelling or dwelling extensions are on the ground,
there is a separate limit of $500.00 to have any and all of the trees that
caused damage to Coverage A structures to be cut up and hauled away.
If it costs more than $500.00 to cut up and haul away trees or limbs
that caused damage, there is an additional 5% of $500.00—a whopping
$25.00!—that can also be used to pay for the cutting up and hauling
away of tree debris. These only apply to Coverage A items—it does not
apply to personal property items like lawn mowers or birdbaths. Also,
these coverages don’t apply to trees that land out in the middle of the
yard and don’t damage any Coverage A property—the $500.00 sublimit
(as it is called) to cut up and haul away tree debris is only for trees that
damage structural property. Any expenses for tree debris removal are applied to the Coverage A policy limits. Like “regular” debris removal, if a
large tree totally destroys a dwelling and the amount to lift the tree off
the house (and place it on the ground) and the cost to rebuild the dwelling go over the policy limits, that extra 5% of the policy limits for debris
removal can be used to pay for the tree to be lifted off the dwelling and
placed on the ground—but the $500.00 limit to cut up and haul away
the debris once it is on the ground is still in effect. For more on Tree
Debris Removal (and boy, is there more!) see Part IV, Common Losses
and Issues, Chapter 23: Tree Debris Removal.
Temporary Repairs. When a type of loss that is covered causes damage to any Coverage A structure, insurers must pay any and all reasonable expenses to protect the property from further damages, regardless of
whether this work is done by a professional or a homeowner. Some types
of temporary repairs include putting a tarp on a roof after wind blows
shingles off to prevent leaking; boarding up a window or door that was
blown out; propping up a deck or porch that was weakened or loosened
by a tornado or hurricane. The amount spent for temporary repairs gets
applied to the policy limits for the items damaged. What the policy
doesn’t say is that if you or members of your family spend time to make
the necessary temporary repairs, you can be reimbursed for your time.
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Trees, Shrubs and Other Plants. “You mean my ficus is covered?
Hooray!” Well, maybe it’s covered. Including your lawn, these items
are only covered for the following types of losses: fire, lightning, explosion, riot, civil commotion, aircraft, vehicles other than your own
or driven by someone who lives at your dwelling, vandalism, malicious
mischief, and theft. Also, anything damaged must be located outdoors;
indoor house plants, shrubs or trees (yes, people do grow trees inside
their house—my mom has a small palm tree growing in her house) are
not covered. The total amount to remove and replace all trees, shrubs,
plants or grass damaged by the above named perils is 5% of the dwelling limits (for a house insured for $200,000.00, the limit is $10,000.00
for all trees, shrubs, and plants.) But it’s actually more restrictive than
that: there is also sublimit of $500.00 per tree, shrub or plant (a lawn is
considered one plant), which also includes the removal of any debris. If
the entire dwelling and extensions are total losses caused by one of the
listed causes above, the amount available for trees, shrubs and plants is
not applied toward the building policy limit—it’s an extra amount on
top of that.
Power Interruption. If a type of covered loss causes you to lose
electricity at your house while none of the houses surrounding yours
lose their electricity, you are covered for most types damages that result,
some of which are excluded elsewhere in the policy. The most common
example would be freezing of plumbing pipes.
Land. In the “Proximate Cause” example above about the windstorm
that felled a tree limb, which broke a retaining wall and caused the land
to give way, we learned that land is covered when a covered type of loss
causes land to become unstable. The catch with this particular provision
is not just that a covered type of loss must cause the land to collapse or
become unstable but that the land must support the dwelling or part of
the dwelling such as the deck mentioned above. Land that is out in the
middle of the yard or is supporting a fence, shed, doghouse, birdbath or
detached garage is not covered, regardless of the cause of the land loss.
On the upside, there is $10,000.00 available to replace, rebuild, restore
or stabilize the land—an extra amount of insurance that, in the case of
a total loss, provides money that is above and beyond the policy limits
that would normally apply. This sublimit also includes any engineering
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costs associated with the restoration of the land.
Volcanic Action. The good news: the volcano next door that finally
erupted and blew out half your windows, then spewed ash inside the
house which damaged the furniture and then caused lava to burn away
the corner of your garage is covered by your homeowners insurance. The
bad news: your flock of pink flamingo lawn ornaments made extinct
from the lava is not covered. If your precious fake plastic birds had been
inside your house or garage when damaged they would have been covered. Coverage A items are covered by the force of the blast, ash and lava;
personal property items are only covered by these three troublemakers
if they’re in a fully enclosed building (a carport is not a fully enclosed
building). Also, any eruptions that happen within a 72-hour period are
considered one event, with one deductible; any other eruptions that occur outside the 72-hour window are considered a separate event, with
another deductible applying—drats!
Collapse. The classic example of the “It’s covered unless it’s not covered” syndrome. And also the classic example of where the title of this
chapter came from. There is a whole laundry list of specific causes where
collapse is covered. However, item d., “weight of snow, ice...” etc., means
that only the collapse of a roof is covered by the weight of ice, snow, sleet
or rain, and not anything else. All the others would cover the collapse of
part or all of a building.
Of course, there are exceptions to the specific items listed above:
“Loss to dwelling extensions such as fences” etc. What this means is that
if only a part of a building collapses—the roof, for example—then those
items are not covered—the entire building must collapse for the listed
items to be covered. To add further insult to injury, “Settling, cracking,
shrinking, bulging, or expansion are not considered collapse.” Of course,
what it doesn’t say is that if a covered type of collapse causes any of those
things to happen—cracks in stucco from wind blowing a tree against the
side of a house—then they are covered.
To sum up collapse: it is never covered unless the specific causes above
cause the damage. And certain things (awnings, etc.) are only covered in
certain instances. If the proximate cause of the collapse is covered, then
any exclusions are overridden.
When reading a section in a policy like the one above, first tell your-
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self that this type of damage is never covered; then work back from
there; read the section once or twice and sort out (if you’re able to) which
causes actually are covered; whatever is mentioned as being covered, it
overrules any exclusions.
Locks. Simple: if someone steals your keys, the insurance company
will pay the “reasonable” expense to re-key the locks on the doors of
the dwelling. The good news: with most insurers, no deductible applies.
The bad news: it has to be a “covered theft” which means if your pissed
off teen—or anyone else who lives in the dwelling—steals the keys and
tosses them in a random garbage bin, it’s not covered.
There are several additional coverages that some insurers include that
are not in the sample policy, like the following.
Mold. Most policies have been amended to include special provisions for mold. This additional coverage states that the mold must be
caused by a type of damage that is covered. For example, if wind blows
shingles off a roof and wind blows water into the house and the water causes mold, the mold would be covered. Most insurers place strict
dollar limits for the total amount they will pay for the detection and
remediation (the finding and removal of mold), which is inclusive for
structural and personal property damages.
Grave Markers. There is normally a dollar limit for the coverage of
grave markers. Some policies state that the grave markers must be located off the residence premises.
Inflation Protection. This additional coverage provides homeowners
with additional coverage should the actual cost of repair or replacement
exceed the policy limits for a structural item. Some insurers provide this
coverage for personal property also. Some insurers tie the percentage of
this additional cost to the Residential Building Cost Index.
Loss Assessments. For homeowners who live in a development with
a homeowners association or similar entity, some insurers provide this
extra amount of insurance to cover loss assessments charged to you due
to a type of damage covered under your policy. There is normally a set
dollar limit, like $1,000.
Pollution Removal. When a covered type of loss causes a covered
piece of property to be exposed to pollution or turns covered property
into pollution, some insurers provide this extra amount of insurance,
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usually a fixed amount, to cover the costs to extract pollution or clean
property of pollution.

What isn’t Covered
The items in this section refer to Section I – Losses Not Insured. It
could be entitled Exclusions, but losses not insured sounds nicer somehow.
The good news about exclusions? For an open peril policy, with
Coverage A property, unless a sudden one-time occurrence is specifically excluded, it’s actually covered. And the better news: the doctrine
of proximate cause reigns supreme over most exclusions—that is to say,
something that is excluded in the sample policy above, such as mold,
is actually covered if the root cause is something that is covered: for
example, if wind damages a roof and causes leaking and the leaking
causes mold, in this case, mold is covered because wind is covered—the
proximate cause is wind. There are exceptions to this, such as the Water
exclusion, which brings me to the bad news about exclusions: they are
very broad and tend to be interpreted broadly, leaving little wiggle room
or forgiveness when it comes to paying claims.
If you have a named peril policy, for Coverage A, you are only covered for what is listed under Section I – Losses Insured, and any additional exclusions under Section I - Losses Not Insured clarify which
instances covered losses overrule exclusions and which exclusion take
precedence over covered losses.
Most exclusions are fairly straight forward, but there are some that
aren’t listed in the sample policy and some that need a little clarification.
Business/Rental. This is not listed in the sample policy, but most
policies have some variation on this. If any part of a dwelling or dwelling extension is used for business or is rented out, any damage to that
structure is not covered—unless it is a building that is rented as a private
garage, then it may be covered. Most insurers have additional endorsements available that will cover losses for home businesses.
Collapse. This again? Yes—unless the collapse is caused specifically
by any of the causes from the lengthy list above, then it is not covered.
Basically, what this means is if something collapses for no reason or
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because something is old and wasn’t properly maintained—or for any
other reason then the ones named, it isn’t covered.
Freezing. This is what this exclusion means: if a dwelling is unoccupied (no furniture or people; vacation doesn’t count) or under construction, any freezing of the plumbing pipes, heating or air conditioning
system, fire sprinkler system, or appliances is not covered. If, however,
the house is occupied and you have made a “reasonable” attempt to
maintain heat inside the property and/or have drained the water from
water heaters and appliances, then freezing of plumbing pipes, heating
or air conditioning system, fire sprinkler system, or appliances would be
covered.
Freezing, thawing, pressure or weight of water or ice. Wait—
wasn’t weight of water or ice covered above? Why, yes it was—to roofs
only. Freezing, thawing, pressure or weight of water or ice to fences,
pavement, patios, swimming pools, foundations, retaining walls, bulkheads, piers, wharfs and docks is never covered, no exceptions.
Theft in or to a dwelling under construction. Theft of construction
materials at a dwelling are covered—as long as the house is not under
construction. Picky, picky, picky. Of course, if a house is being remodelled or repaired, then theft of construction materials would be covered.
Vandalism or malicious mischief to a vacant property. Apparently
insurers have something against mayhem. The good news here is that
“vacant” means not inhabited (again, no furniture, no people = vacant)
for more than 30 days. If you’ve vacated a house for 30 days and it is
vandalized, you’re covered. If you’ve vacated a house for 31 days and it
is vandalized, you’re not covered. If you’re on vacation for two months
in Europe, you’re fine; if your house is under construction, you’re covered. To sum up, if your dwelling is under construction and someone
steals a box of nails it isn’t covered, but if someone hammers a box of
nails randomly into the drywall, it is covered. Does that sounds arbitrary? Naaaaw…I’m sure the people who came up with these exclusions
weren’t suffering from any kind of mental defect.
Continuous or repeated discharge or leakage of water or steam.
Okay, we get it—if something happens over an extended period of time,
it’s not covered. But the tricky thing with this exclusion is not just that
long-term leakage/seepage from your plumbing, heating or air condi-
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tioning system, fire sprinkler system or appliances and any damage it
causes is excluded; any resulting wet or dry rot, mold, deterioration,
corrosion, or rust is also excluded. To take another trip down Arbitrary
Street, if it’s determined that a leak is covered, insurers will pay to repair
any areas damaged by the leakage—drywall, plaster, flooring, etc.—but
they won’t pay to repair or replace the system that caused the leak.
Wear, tear, marring, scratching, deterioration, inherent vice, latent defect or mechanical breakdown. With the exception of scratching and mechanical breakdown, all of these fall under the “takes a long
time to occur” umbrella. Scratching, though in some cases, is covered, if
the root cause is covered: wind damage from tornado and hurricane-propelled objects that scratch or gouge roofing, siding or doors is covered.
Corrosion, electrolysis, rust, mold, wet or dry rot, contamination. If any of these items spring up on their own—if mold just appears one day out of the blue—then they are not covered. But, once
again, proximate cause overrules exclusions: if any of these are caused
directly by something that is covered, then these exclusions are covered.
Example: if hail causes a leak in a roof and the moisture that infiltrates
the interior of the dwelling causes mold, then that mold would then be
covered because hail is covered.
Birds, vermin, rodents, insects or domestic animals. These are not
covered, with two notable exceptions: hidden damage from insects or
vermin that then causes collapse; and breakage of glass from any of the
animals listed above. Naturally, if a tornado rips a hole in your roof and
then hurtles a raccoon into your attic and the force of the raccoon being
violently flung into your attic damages—well, anything—then whatever
is damaged should be covered. Whoever said raccoons can’t fly? There
has been a debate over the years over what constitutes “vermin.” This
will likely be an area where an insurer applies the broadest definition
possible in order to not pay a claim.
There is a statement at the end of Loses Not Insured - #1: “Unless the
resulting loss is a Loss Not Insured as indicated in this section, we cover
accidental direct loss from items a. through l.”
Huh?
What this means is that if a covered type of loss causes of any of the
exclusions listed under number one, then the loss is covered. For exam-
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ple, if wind blows shingles off a roof and the wind blows water into a
house and the water that infiltrated the house spurs the growth of mold,
the mold would then be covered. This concept applies to most of the
exclusions under Losses Not Insured, but not all.
Earthquake. Earthquake, strangely enough, is where insurers get
generous and toss Proximate Cause out the window: if an earthquake is
the root cause of a fire, explosion, theft or breakage of glass to a dwelling, then those would be covered. Note that this sample policy specifies
dwelling; not dwelling extensions. If your policy doesn’t say dwelling
and dwelling extensions, you’re guaranteed that they’re only going to
cover the dwelling and not your detached garage, gazebo, fence or shed.
The catch with this provision is that the only secondary effects of an
earthquake that are covered are the ones listed. If an earthquake causes
water pipes to break, the breaking of the pipes would be excluded and
so would any mold that grew as a result of the water that was released.
Earthquake itself is only covered with a specific endorsement (see below).
Nuclear Hazard. Scary prospect. Nuclear hazard includes any type
of damage caused by radiation or radioactive materials, man made or
not. When it comes to nuclear hazard, insurers are a little stingier about
proximate cause coverage for specific damages: if a nuclear hazard is the
root cause of a fire, the fire is covered, but nothing else is.
Ordinance or Law. This means a couple of things. First, if local
building code requires that upgrades be made to a home after a covered
loss, then the insurance company isn’t necessarily going to pay for any
forced upgrades because of those codes: the policy states in Section I –
Conditions that they pay to replace like with like and they cannot and
will not be held responsible for codes beyond their control. Secondly, if
a building is damaged by a covered loss and is then condemned by local
authorities and the property is ordered to be torn down, it doesn’t necessarily mean the insurance company will agree to pay for the demolition
of the property. This is a very unlikely scenario, but insurance companies
reserve the right to not be forced to spend money for things that are
beyond their control.
Earth Movement. In the “Section I – Additional Coverages,” the
policy states that it insures for the “loss of land stability” caused by a

Chapter 3: Understanding and Deciphering Your Policy

46

covered type of loss. Earth movement is the shifting, rising, sinking,
contracting of land on its own, including earthquake, landslides, mudflows, sinkholes, subsidence, and erosion that occurs on its own. As in
the example of the tree limb that damaged a retaining wall and caused
a deck to collapse because the land gave way, if a covered loss causes the
earth movement, then any damage to a dwelling should be covered—
but only the dwelling and items attached to it are covered. For another
example a fire on a hillside above a home burned all the trees and shrubbery and before any shrubbery could grow back, heavy rain caused a
landslide and caused damage to the dwelling. It was determined that
the proximate cause was fire and the damage was covered. Also, if land
movement causes a fire, explosion, theft or glass breakage, then these
specific damages are covered. In Florida, there are state laws that allow
some sinkholes to be covered. For sinkhole losses in Florida, check with
your insurer or local authorities concerning the laws and policy provisions or endorsements that may cover sinkholes.
Water Damage. There’s a saying in insurance about water damage
and whether or not it’s covered: “Once water touches the ground, it’s out
of bounds,” meaning if water enters a house or dwelling extension from
ground level or below, it’s not covered. The vast majority of exclusions
I’ve dealt with over the years were from water damage. This includes
flood, surface water, tidal water, waves, overflow of a body of water or
spray from any of these, whether driven by wind or not. The words in
bold are important because wind-driven water means that, according
to insurers, surface water is still the root cause—without the water, the
wind could not have blown the water and caused the damage. Once
water is on the ground, no matter how it damages a home or other
structure, it is not covered. Water damage also includes water that enters
a dwelling through the drains or sewer line or pushes up through a sump
pump or any type of system that is supposed to drain the water from or
around the foundation; and water that seeps from below the ground’s
surface.
Water damage is one of the instances where the exclusions override
most covered types of losses. For example, if lightning damages a sump
pump and causes it to fail and water enters the basement through the
sump pump hole (known as a crock) the resulting structural damages
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would be excluded. What would be covered is the lightning damage to
the sump pump itself.
Neglect. This includes failing to make temporary repairs, the failure
to do so resulting in more damage; not sweeping up broken glass before
the neighbor’s kids play in it like it’s sand in a sandbox; not putting up a
warning sign/tape or cordoning off a giant hole caused by an uprooted
tree felled by wind. A homeowner’s failure to protect his property from
further damage can result in that additional damage being denied.
War and Terrorism. After September 11, 2001, insurers revised their
policies to make sure that terrorism was considered an act of war or otherwise specifically not covered. To insurers war and terrorism can have
very broad definitions, including an accidental discharge of a nuclear
weapon, another civil war, or a hijacked plane shot down by the military.
This exclusion also includes any property that is commandeered by a
military force or terrorist and is subsequently damaged.
Conduct/Acts. “Conduct, actions, inactions, or decision of any person, group, organization or governmental body whether intentional,
wrongful, negligent, or without fault” is not covered. In other words, if
someone else’s decision or actions or neglect cause the loss, then insurers wash their hands of it. This is the most broad and vague exclusion
in the policy; if they wanted to, insurers could use this provision to
exclude theft—or anything else caused by any human being who completes an action or makes a decision that causes a loss. But they wouldn’t
do that—would they?
Weakness and Defect. Another broad stroke by the geniuses who
brought you “collapse.” Basically, if anything is defective or has an inherent weakness in its composition, construction, planning or isn’t properly
maintained, it’s not covered. If they wanted to, insurers could use this
provision to exclude virtually any and every claim they wanted to: the
reason that tree fell through your house was because the construction
of the house was defective—it wasn’t built to withstand a tree crashing
through it so we’re not going to pay for it. If insurers were really truly
evil, they would do that, but they wouldn’t do that—would they?
###
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Coverage B
Coverage B is personal property—basically anything inside or outside a
house that belongs to you and isn’t screwed or nailed down or otherwise
permanently affixed to the dwelling, garage, shed or gazebo or any other
Coverage A structure. (Note: some policies label personal property Coverage C) Years ago, when I first started out, I was given a good definition
of what is considered Coverage B: if you were to move, could you take it
with you? This would include drapes and blinds, area rugs and that little
shed in the back yard that is nestled in the grass or on the dirt; it doesn’t
mean you would take it with you, just that you reasonably could, like
your stove and refrigerator, which many people don’t take with them.
Your personal property is covered if it is lost, stolen or damaged anywhere in the world, though usually with monetary limits, and like many
Coverage A items, many Coverage B items have specific limits. Each
insurer has its own monetary limits for items under the “Special Limits
of Liability” (Section I – Coverages, Coverage B – Personal Property)
and some insurers have additional items listed separately with specific
limits, such as tools and computer equipment; if there are specific limits
to a particular category of personal property item, it will be found under
Section I – Coverages, Coverage B. What is not specifically noted in
some policies is that the possessions of a child or dependent who is away
at summer camp, summer school or college are also covered—naturally,
most policies put limits on the amount of damages that can be collected.
I’m occasionally asked why the Coverage B Limits listed in the Declarations Page seems like a completely random number—most homeowners don’t specifically request a particular limit, though you can. Unless
a different amount is requested, the Coverage B Limit is always a set
percentage of the Coverage A limit. With some insurers, it’s 60%, some
it’s 65%, some it’s a different percentage altogether. Thrilled to learn
that, aren’t you?

What is Covered
If you have an open peril policy that is open peril for contents/personal
property, you are provided with the same coverage as building items,
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any sudden one-time occurrence is covered unless specifically excluded.
For policies like the sample policy above, the types of losses covered are
the exact opposite of what is covered under Coverage A. For personal
property damage, your property is not covered for anything except for
what is specifically listed. The doctrine of Proximate Cause still applies
to types of loss/damage that are listed and as long as the root cause of loss
is covered, most exclusions are overridden.
Under Section I – Coverages, Coverage B – Personal Property,
there are a few particularities about the items under Special Limits of
Liability. These limits do not increase the overall policy limits for Coverage B—they are included in the total policy limits.
In the examples below taken from the sample policy, you’ll notice a
pattern: if something has a limit for a specific type of loss, it will mention it in this section. Policies often get misinterpreted when it is inferred that the limit for a particular item or category of items applies to
all types of damages and loss. For example, in the sample policy item
g., firearms have a limit of $3,500 for loss by theft; this doesn’t mean
that there is a total limit of $3,500 for loss of firearms, but that there is
a $3,500 limit in case the firearms are stolen. When a policy mentions a
limit for a specific type of item (for example, e., $1,200 for watercraft)
but doesn’t mention a particular type of loss, that means there is $1,200
limit for all types of covered losses.
Property away from home. If you accidentally drop your camcorder into the Grand Canyon while recording its majestic hole-y-ness (I
mean, come on, it’s a hole in the ground!) most policies limit the amount
homeowners can collect to $2,000.00 or 10% of the Coverage B limits, whichever is greater. Some policies don’t have a specific limit if the
property is lost, damaged or stolen in the U.S., while some policies have
specific limits about property that is taken out of the country. If a policy
has this particular limit, it will be listed in Section I – Coverages, either
under the heading Coverage B – Personal Property, Special Limits of Liability or in the Additional Coverages.
Business Property. There are usually two limits listed here: business
property located at home and that which is damaged elsewhere. Some
policies exclude electronics that are used for business, like the sample
policy; if your policy does, it will say it here or in Additional Coverages.
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Boats and Trailers. When it comes to watercraft and trailers (which
does not include travel trailers/RVs), what it doesn’t say in this section is
that a boat (including a canoe) or any of their parts and accessories must
be inside a fully enclosed building like a garage or a shed that is set upon
a permanent foundation. If it’s sitting outside or under a carport, it’s not
covered under most homeowners policies for any type of damage. If a
canoe is hanging on the outside wall of a garage (which is a handy place
to store one) and the wind lifts it off its brackets and rams it into a tree,
bending it in half, it’s not covered. However, if that same canoe is inside
the garage and the tornadic forces of wind sucks the overhead door out
and then pulls the canoe from the inside of the garage and rams it into a
tree, bending it in half, then it is covered. A (non-travel) trailer not used
with watercraft can be setting outside and still be covered. Most policies
do not cover RVs, requiring a separate RV policy.
Firearms. The $3,500 limit in the sample policy is only for firearms
that are stolen. If your firearms burn in a fire or are damaged by another
type of covered loss, then the loss of firearms are applied toward policy
limits for personal property and the $3,500 limit does not apply.
Silverware or Goldware. This $3,000 limit does not include gold or
silver or jewelry—they have their own limits, too! As with firearms, most
policies specify that silverware or goldware must be stolen. Again, if the
silverware or goldware is damaged or lost by any other covered type of
loss, then the amount of damage comes out of the total policy limits for
personal property.
Computer Equipment. Insurers hate replacing computer equipment, mainly because they become out of date or obsolete so quickly
and the parameters of what is a top level, mid level and lower level computer change from year to year—a computer that was top of the line
three years ago may have the features and capacity of a mid or low level
computer today. The limits found here includes back up hard drives,
recordable media (CD-ROMs, DVDs, etc.). The good news is that a
student’s computer while he’s away at school is covered, but with the
same limit.
Rugs, Tapestry, Wall Hangings. As with firearms and goldware and
silverware, most policies specify that limits only apply in the case of
theft.
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In Section I – Coverages, Additional Coverages, many of the items
listed apply to both Coverage A and Coverage B and some are littleknown coverages that most folks are surprised to learn they have. In this
section, if there is no explicit limit mentioned for an item or type of
loss, then the regular policy limits for personal property apply, as does
the regular deductible. Some policies will include breakage of glass in
this section (the sample doesn’t) and will tell you whether or not the
deductible applies. Some items will state the deductible doesn’t apply;
that means it doesn’t apply to that type of loss for a particular item only.
For example, the sample policy indicates no deductible applies for the
re-keying of locks if a set of house keys are taken in a covered theft—the
deductible won’t apply to the re-keying of locks, but if other items are
stolen, the deductible will apply to those items.
Debris Removal. Like with building items, Coverage B also includes
coverage for debris removal. Also like Coverage A, in the case of a large
or total loss, if the expense to remove the debris and the cost to replace
the personal property items goes above the Coverage B limits, there is
an extra 5% of the Coverage B limits available to remove the debris.
NOTE: tree debris removal does NOT apply to personal property. If a
tree or large tree limb lands on personal property and nothing else, there
is no coverage to have the tree or limbs removed, cut up or hauled away.
Property Removed. If a covered type of loss threatens your home—a
wildfire, for example—any Coverage B items that you move or attempt
to move to protect them from being damage or destroyed, any damage
that occurs to these items is covered. Any limits applying to these items
are still in effect—computers, for example.
Refrigerated Products. While this one is self-explanatory, most people are completely unaware that if their electricity goes out for a duration long enough to cause food or medicine to spoil, the contents of
their refrigerators and freezers are covered. Some insurers do not charge
a deductible for this type of loss if it is the only kind of loss sustained.
Some insurers limit the dollar amount per freezer and/or refrigerator
unit. This section of the additional coverages should state whether or not
a deductible applies or if there is a per unit limit.
Jewelry and Furs. To sum this coverage up, unless the items are stolen, there are no predefined policy limits for loss of jewelry and furs. For
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theft, there is a strict limit of $1,000 per item or $3,000 total, however
you can buy an endorsement to increase this amount to suit your needs.
What it doesn’t say here is that precious or semi-precious stones that are
taken from their settings are not covered for theft—someone must steal
the entire ring or bracelet or necklace or whatever for the stones to be
covered.
Volcanic Action. Any personal property items damaged by volcanic
action, ash, dust or lava, must be inside a fully enclosed building for it
to be covered. The building does not necessarily have to sustain damage.
Collapse. If you’re sensing a pattern about personal property coverage, then you can guess that any personal property damaged by a collapse must be inside a fully enclosed building. Some policies also state
that the entire building must collapse in order for personal property
items to be covered.
Let’s look at Section I – Losses Insured. When reading a Losses Insured section that has exclusions built into what is covered (this is, after
all the Losses Insured section not the Losses Not Insured), if you see
something that says it isn’t covered, look through Section I – Coverages,
Additional Coverages. If that item is not listed under additional coverages, it truly isn’t covered. If it is listed under Additional Coverages, then
it actually is covered despite what it says under Losses Insured, though
there may be limits to the coverage and there may be instances when
only some types of loss are covered. For example, Theft is covered in
this section; Jewelry and Furs are covered in Additional Coverages, but
theft of a precious or semi-precious stone from its setting is not covered
for theft.
Fire or Lightning. Or fires started by lightning or electrical fires or
grease fires—you know, fire. This also includes any damage as the result
of putting out the fire, such as smoke, water damage or in the case of
our house fire those many years ago, the broken window the firefighters
caused when they dumped my brother’s smoldering mattress into the
snow from the second story.
Windstorm or hail. The “catch” with wind and hail is that in order
to cause covered damage to indoor personal property the wind or hail
must actually “create an opening” in a fully enclosed structure and then
cause damage to personal property. Wind or hail (or objects driven by
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wind) must physically damage a building in some way: break glass, open
up the roof, punch a hole in the wall—and allow rain, snow, sleet, sand,
dirt, snert (mix of snow and dirt) or dust to enter the fully enclosed
building and then damage the personal property. If a roof leaks for no
apparent reason and water drips onto your leather sofa and ruins it, the
sofa would not be covered. If a tree limb punctures the roof and water
leaks into the house and onto your sofa, your sofa would then be covered. If rain blows through an open window and damages your leather
sofa, it would not be covered. If wind tosses a piece of debris and breaks
a window and rain blows into the house through the window and onto
the sofa, it would be covered. Some insurers are very picky about whether or not an “opening” has been created. Some insurers insist it must be
a visible opening, not a theoretical opening, such as damaging hail that
causes a roof to leak when the roof hasn’t leaked before, while others are
more flexible. This is an area where you can challenge an insurer who
denies a claim.
Personal property stored outside (or outside an enclosed building or
under a carport) is covered when damaged by wind or hail. That means
your bird baths, bird houses and that flock of plastic pink flamingos
standing guard over your front lawn are covered should wind or hail
damage or disfigure them.
Theft. Theft is covered unless and with exception to and without
the presence or absence of…AIIIGGGH! This is one of the sections of
the policy that make reading it an exercise in self-torture. For example,
the sample policy says loss of a precious or semi-precious stone from its
setting is not covered. The problem is that in Section I – Coverages,
Additional Coverages, number 10, Jewelry and Furs, it is covered up
$1,000 per article or $3,000 total—except for theft, which #10 doesn’t
say. If a piece of jewelry is stolen, the thieves must take the whole piece
and not just the stones for it to be covered. Item c. under Theft, means
the belongings you take with you that you intend to bring home are
covered when you are at a second home (including a short- or long-term
rental), but the items that you own that are stored at a rental home or
vacation home are not covered if they are damaged—if you own a vacation home, your insurer wants you to buy a separate policy to cover that
place and its contents.
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Falling Objects. Just like with wind or hail, in order for there to be
coverage for personal property damage, the property has to be inside a
fully enclosed building and the falling object must first cause damage to
the building—it doesn’t have to “create an opening,” it just has to damage the building. For example, if the neighbor’s boys launch large rocks
from a catapult (been there, done that) and the force of a rock crashing
against the side of your house knocks an expensive clock off the wall and
breaks the clock, there is going to be damage to the outside of the house,
even if the “repair” consists of cleaning off the scuff marks.
Weight of ice, snow or sleet. Once more, the personal property
must be inside a fully enclosed building—but unlike wind and hail,
there doesn’t have to be an opening created by the ice or snow build up,
it just has to be damaged directly by the weight or the melting of ice,
sleet or snow.
Sudden and accidental discharge of water or steam/tearing asunder, cracking, burning or bulging (numbers 12 and 13 of the sample
policy)…of water or steam from plumbing, heating system, A/C system
or fire sprinkler system when caused by freezing is not covered. If the
overflow or discharge of water comes from outside the house and/or
plumbing system through the drains or sewer line, it is not covered.
If the sudden discharge or overflow or sudden and accidental tearing
asunder, cracking, burning or bulging of water or steam from plumbing,
heating system, A/C system or fire sprinkler system occurs over a long
period of time (for example, weeks or months), it is not covered. If your
water pipes just suddenly burst one day for no apparent reason, any
personal property items the water damage is covered. Though, oddly,
the repairs to the plumbing, heating, A/C or sprinkler system would not
actually be covered.
Freezing…of a plumbing, heating, air conditioning, sprinkler system or household appliance. Um, wait. Didn’t it just say this isn’t covered if they freeze? Yep, that’s what it said. But how…? But why…? You
see, freezing is covered for these systems. This provision provides the
coverage not allowed in items 12 and 13, provided you maintain heat
in the building and/or drain the water from systems or appliances. If
you’re wondering why this particular item would be listed under personal property but gives the impression of not providing much coverage
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for personal property if, say, a pipe were to freeze and burst and cause
water to damage your stuff, then you’re beginning to understand why
I say these policies were written by deranged individuals. Of course, it
does cover the fridge, freezer, washing machine, window A/C unit and
other appliances should they be damaged by freezing.
Power surge. Of course, most policies don’t say “power surge,” it
says damage “from a change in artificially generated electrical current.”
Which is exactly what a power surge is. Most policies have strict monetary limits to this coverage—some have limits for particular items, some
have a blanket limit.
Breakage of Glass. This may seem like an odd thing for personal
property, but it can be very useful in some circumstances. If a tree limb
crashes through a window and the glass from the window becomes embedded in a cloth couch or chair, that cloth item should either be replaced or reupholstered—this doesn’t apply to leather. This also applies
to blankets, most types of mattresses and pillows, etc.

What isn’t Covered
With the sample policy, what isn’t covered is easy to figure out. When
it comes to types of losses, everything isn’t covered unless it specifically
is covered under Section I – Coverages, Additional Coverages or Section I – Losses Insured, Coverage B – Personal Property. These are
the only causes of loss for which your personal property is covered. To
make sure folks really get it, (and to add insult to injury) all of the items
in Section I – Losses Not Insured are also types of losses for which your
personal property isn’t covered. Apparently, when it comes to personal
property causes of loss, this section is sponsored by the Redundancy
Department of Redundancy.
When it comes to specific categories of property that isn’t covered,
one need only look to Section I – Coverages, Coverage B – Personal
Property, item #2 Property Not Covered. There you’ll find a very specific a list of what particular property items are not covered, from birds
and fish to motor vehicles and airplanes.
The way to interpret coverage for personal property is simple. If you
have an open peril policy for personal property, you are covered for any
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sudden one time occurrence with the exception of those that are excluded in Losses Not Insured. If you have a named peril policy and
you’re trying to discern whether or not a type of loss is covered, first tell
yourself nothing is covered, then look through the Additional Coverages section of your policy (as mentioned earlier, some items are for
both Coverage A and B) and then look under Losses Insured, Coverage
B. If your type of loss isn’t mentioned there or specifically noted as not
being covered, your type of loss is excluded.
If you’re trying to determine whether or not a particular item or category of items is covered, it’s the opposite: everything is covered unless it
is ruled out under Property Not Covered.

Coverage “C”
Loss of Use, as it is called, is perhaps the least known coverage under the
homeowners policy and the least understood. “Loss of use” means your
dwelling becomes uninhabitable after a covered type of loss. Under coverage C is also “Market Rental Value” (also called Loss of Rents) which is
loss of use of a part of a property that is rented to others when damaged
by a covered type of loss or when civil authorities prohibit the use of
your property due to a covered loss that damaged a neighboring premises or a covered loss that is threatening your home directly—a wildfire or
when an area is under a mandatory evacuation due to a hurricane.
Unlike Coverage A and B, there are no hard dollar limits for Coverage C—insurers must pay the actual cost of the loss of use. Instead of
a hard dollar limit, they put a time limit, usually one year, though this
varies. Section I – Coverages, Coverage C – Loss of Use will state the
time limits. When property owners are forced to evacuate due to an
impending peril, there is a time limit on how long this coverage applies
(the sample policy states two weeks, which also varies from insurer to insurer), unless the home or rental property is also made uninhabitable by
the peril that threatened the property in the first place, then the regular
time limit applies.
For homeowners whose house is made uninhabitable by an insurable loss, Coverage C pays the everyday living expenses to live elsewhere
while a house is being repaired—be it a hotel, an apartment or renting
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rooms from a friend or relative. This type of coverage is referred to as
ALE—Additional Living Expenses—and pays everything above and beyond what is normally spent to live: if you have to drive farther to work
while living in your temporary quarters, you can claim the additional
gas expenses; if you have to take your clothes to a Laundromat instead
of doing it at home, you can claim the expenses above and beyond what
you normally would have spent. Insurers do not like paying ALE and
will often fight not to pay it unless it is obvious that they have to or if it
absolutely necessary. In many cases, ALE is doled out on a case by case
basis and there have been instances where the damages to a dwelling did
not warrant ALE but the extent of the repairs did.
With some insurers, they also provide short-term ALE—but not Loss
of Rents/Market Rental Value—when an earthquake, landslide, flood
or volcanic explosion make a home uninhabitable or if civil authorities
force you out of your home because of an earthquake, landslide, flood
or volcanic explosion. This is the ONLY coverage homeowners will get
for these types of losses—unless a homeowner also has Flood insurance
or an endorsement that provides earthquake coverage. This coverage is
usually very limited—if it is available at all—and as stated above, does
not cover Loss of Rents. If your policy has this, typically no deductible
applies.
Before a hurricane strikes, if an area or county is put under a mandatory evacuation, insurers are supposed to pay for temporary lodging if you
decide to evacuate (for up to the limit, two weeks in the sample policy)
however, most insurers will only reimburse your expenses to evacuate if
there is damage to your home or property from the hurricane.
For more on ALE and Loss of Rents, see Chapter 22, Additional
Living Expenses and Loss of Rents.

Conditions
The good thing about the Conditions portion of Section I of the policy
is that 90% of it is actually written in English and not insurance-ese and
needs a minimum of translation. What’s important about the conditions of a homeowners policy is that when it comes to actual claims, the
conditions portion of the policy are the most overt references to how
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claims are actually handled and settled and when these are understood
by homeowners—which I can personally attest does not happen often—
it goes a long way toward levelling the playing field when it comes to
property damage claims.
Beginning with “Your Duties After Loss,” the conditions listed here
are basic and mostly common sense, although in all the years I’ve handled insurance claims the only situations where homeowners have been
forced to fill out a sworn proof of loss is after a theft. The most important articles in this section are b., protecting the property from further
damage after an insured loss, and d., displaying the damaged property.
After hurricane Katrina, another adjuster was assigned a claim filed by
an officer of the law who declared that he wasn’t going to allow the insurance company come to his house and inspect the damages from the
wind, that the insurance company was going to have to take his word
and use his contractor’s estimate to pay the claim. The claim was denied.
I never found out what happened after that, but it serves as a good example of how the conditions can work for or against a homeowner. As will
be discussed in greater depth in the next chapter, not protecting a property after a loss can result in any additional damage not being covered.
The 10% of the conditions section that flies over the head of most
policyholders is the section on Loss Settlement. Right off the bat, the
first questions arise: “At the time of loss we will pay actual cash value
for the following...” Actual Cash Value? What the dickens is that? Actual Cash Value (or ACV) is the present value of an item: for building
components or personal property items that decrease in value over time,
ACV is the new/full replacement cost minus depreciation; for items that
actually appreciate over time (some fine art, etc.), ACV is the current
market value. There is much more on ACV in the Chapter 7, Getting
Paid: a Crash Course on Insurance Company Math.
Item b. of loss settlement indicates the time limit for collecting damages; this policy indicates the time limit is for personal property and
some other specific items, but most policies have a very strict time limit
for getting any and all items repaired or replaced, regardless if they are
structural items or personal property items. What items b. and c. mean
is that the insurance company is going to make a partial payment (the
Actual Cash Value as opposed to the full replacement cost) of the dam-
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ages for your loss unless and until you actually complete the repairs or
replace the damaged items and that they’re only going to pay the actual
cost of repair or replacement or pay the policy limits, whichever is smallest. This may sound like no big deal, but as you will learn in Chapter
9, Settling Your Claim: What Insurance Companies Don’t Want You to
Know, this is actually the key to getting the policy to work for you during
the claim settlement process. In item c., number 3 it says a policyholder
only has one year to collect the full payments for structural damages.
Most policies state in this section that after your property is damaged
and the insurance company makes a partial payment for damages, you
have a period of time (usually two years to six months) to tell the insurance company that you’re actually going to complete the repairs/replacement and therefore be eligible to collect the remainder of the payment
for your claim. Of course, in 11 years, I’ve only ever received one letter
stating this—in the real world, this generally is not required.
The second most important article in the Conditions section is article
9, Loss Payment. The insurance company promises to make payment
for a claim within 30 days—which usually isn’t a problem unless it is an
extremely large, complex claim requiring engineers or any other special
loss assessments or if there is an extremely high claim volume and the
insurer can’t keep up—but it also says that in order to make a payment
you and the insurer must be in agreement. If you don’t agree with their
assessment or the monetary settlement amount, then you are under no
obligation to accept their settlement offer.
Special Attention should also be paid to article 10 Mortgage Clause.
Technically what this item says is that if you have a mortgage on your
structural property, then your mortgage company or mortgagee must
be a co-payee for all structural damage claims—their name is going
to appear on all checks for damages along with your name. This does
not apply to personal property checks, just building items. In the real
world, the vast majority of mortgage companies don’t want the nuisance of dealing with the paperwork that this entails and they have made
agreements with each individual insurance companies that their names
should only appear on claims over a certain amount, which varies from
insurer to insurer, from $5000 to $7500 or more. It should be noted that
some mortgage companies do require that their name appear on each
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and every payment beginning with dollar one. The insurance company
should tell you if your mortgage company is going to be named on the
checks for payment. Chapter 7 also has specific instructions for handling
checks with the mortgage company name(s) on them.

Additional Coverages/Endorsements
At the back of every policy is a list of additional coverages and special
endorsements that increase policy limits for specific items that can be
purchased for an additional fee. This is where policyholders can “customize” their policy to suit their needs or provide that extra coverage for
situations that may be typical of their home or their lifestyle. Endorsements by their nature must follow all tenets of the policy, all the same
conditions and time restrictions, although some endorsements exist to
modify the limits and coverages stated in the policy so that that specific
item or type of coverage is increased or becomes available. In addition to
the items listed below, virtually any type of structure can be insured for
an additional amount above and beyond the normal policy limits. For
example, if you have an unusually large detached garage, you can get extra coverage for it. Also, if you have particularly valuable personal property, you can get it scheduled so that special limits apply to that item or a
group of items—if you just happen to have an original Picasso painting,
for example, you’d probably want to have that scheduled separately, just
in case it’s worth more than everything else you own. The following are
some of the more typical and popular endorsements available.
Replacement Cost. Some policies provide replacement cost coverage for structural but not personal property; some older policies don’t
provide replacement cost for either but you can often buy into replacement cost if you don’t feel like upgrading to a more current policy. This
endorsement doesn’t actually increase policy limits. There is one exception to being able to purchase replacement coverage: mobile homes are
not usually replacement cost policies and with most insurers you can’t
actually buy replacement cost coverage.
Sewer and Drain backup/Sump Pump Overflow. If you have a
finished basement or area of the home that is below the level of the
ground, you should have this endorsement. Correction: you need this
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endorsement. This endorsement provides coverage for a type of loss that
is ordinarily excluded. A sewer and drain backup/sump pump overflow
endorsement gives coverage to structural damage and, depending on the
insurer, some or all personal property items. When water or waste water
(it happens) enters through the drains from the city’s sewer/drainage
system and back ups into your house or water backs up through the
sump pump or if the sump pump stops working (due to a power outage
or mechanical failure) and external water enters the house, this endorsement provides coverage.
Business pursuits. There are various endorsements that increase the
coverage limits for specific types of businesses and types of coverage.
Some endorsements provide extra liability coverage to providers of home
day care; some increase the Special Limits of Liability found in Section
I – Coverages for specific business equipment for persons who work
at home or bring their work home and need extra coverage for their
supplies or equipment. Some simply increase the amount of personal
property coverage for business equipment.
Earthquake. You can buy an endorsement that specifically covers
earthquake in almost every state—in California, some insurers don’t offer this endorsement and customers who want earthquake coverage can
buy a CEA (California Earthquake Authority) policy through their insurer. All earthquake endorsements come with a percentage deductible,
which means the deductible is a percentage of the total policy limits.
Most insurers have a catch with this endorsement: separate deductibles
for structural items and for personal property items. For example, if you
have structural limits of $100,000.00 and your earthquake deductible
is 5%, you have a $5000.00 deductible. If you have a $60,000.00 personal property coverage limit and a 5% deductible, you have a separate
$3000.00 deductible for personal property damage due to earthquake.
If you have structural and personal property damage, both deductibles
would apply. The percentage of the deductible is going to be listed in the
declarations page of the policy. The actual percentage varies from insurer
to insurer, but it can range from 2% to 15%.
Jewelry/Furs. Depending on the insurer, this coverage can increase
the amount you can claim on jewelry, watches, and furs when they are
stolen. Some policies automatically provide this extra coverage, but most
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make you buy it. As with any type of item, you may want to have especially valuable items scheduled—engagement rings, for example, which
are often worth many times more than what policy limits are in the first
place.
Firearms. Who doesn’t love the smell of gunpowder in the morning?
If you’re a gun enthusiast like my brother and my mom’s neighbors, this
endorsement is for you. It increases the amount of coverage available for
firearms in case they are stolen.
Other Structures. This increases the coverage for detached structures
such as garages, workshops and that gold-plated gazebo you’ve always
dreamed of having in your back yard.
Additional Premises. If you have a guest house or there just happens
to be a second home on your property or if you’re building your dream
house next to your existing home and want to have coverage for both
once the new one is done, this provides additional coverage.
Computers. As stated above, insurers hate replacing computers and
almost always put limits on computers and related equipment. Typically
what is in most policies is more than enough but if you have special
equipment—like an Avid machine, which is what Hollywood uses to
edit 35mm films (the software alone costs more than $25,000.00)—
then you’ll want this extra coverage or if you have a specific piece that
needs even more coverage, you may want to consider having it scheduled.

