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Valuation — what do we use

What valuation process do we
use?
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Valuation — what do we use

Policies - commercial or personal
use the terms

Replacement cost

Replacement cost NEW ... cost to replace
the entire building of equal quality and utility

Actual cash value

Replacement cost minus depreciation

Valuation — what do we use

R/C and ACV ...

are based on

ikas was” ....

ISO does NOT have definitions of terms ...
though some states might (Maine in New
England)

Carriers use software rating programs to
determine building values




Valuation — what do we use

(MSB purchased by core
logic..rebranded to Cotality )...
no longer advises R/C..

but

supports

“reconstruction costs”
Which makes sense ...because ...

it costs more to rebuild something that
is already there ...
then to create it new ....

Valuation — what do we use
According to THEIR article ....

Replacement Cost New is defined as the cost
fo replace an entire building with one of
“equal quality and utility.”

Replacement costs, often calculated using
outdated square- foot or unit-count methods,
are based on prices for labor, materials,
overhead, profit and fees that are in effect
prior to the loss.

Replacement costs assume that modern
materials and current methods, designs and
layouts will be used to replace the building.
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Valuation — what do we use

The article then said this regarding
reconstruction costs ....

In conftrast,

Reconstruction Cost
provides the cost to construct, at current
prices,

an exact duplicate or replica of the
building,

using like kind and quality materials,
construction standards, design, layout
and quality of workmanship.

Valuation — what do we use

The article then said this regarding
reconstruction costs ....

Because it might be impossible,

impractical or unacceptable to use
the materials or methods used in the
original consftruction,

“equal quality and utility” may be
substituted where necessary for
“like kind and quality.”




/aluation — what do we use

Reconstruction Cost also includes

site-specific and process-related costs and fees
not included in Replacement Cost New
valuations, such as: '

current building codes

Valuation — what do we use

Reconstruction Cost also includes

site-specific and process-related costs and fees
not included in Replacement Cost New
valuations, such as:

reuse of building components or mechanical
systems below grade level

loss of economies of scale associated with
new construction




Valuation — what do we use

Reconstruction Cost also includes site-specific and
process-related costs and fees not included in
Replacement Cost New valuations, such as:

extra costs due to site accessibility

costs of demolition or debris
removal 5
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extraordinary fees and other
contingencies

higher labor costs and
premium prices for materials
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Valuation — what do we use

Because Reconstruction Cost is more
comprehensive than Replacement Cost
New,

it is a better representation of what
a carrier may expect to pay following a
Joss,

and thus the most reliable valuation
method for determining Insurance to
Value at policy inception or renewal.
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Valuation — what do we use

Theories are always....interesting

But problematic when NOT
backed up by policy language!!!
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Valuation — what do we use

Many agents feel that the values of
buildings have become “whacked” -

Which probably shows that the SWITCH
to Reconstruction from replacement
value ...valuation

=
;‘ﬁ
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Valuation — what do we use

Reconstruction costs could certainly make
the insured “more accurately valued”

&
v

And provides the premium necessary for
companies to have the dollars to pay
claims.

Remember ...most losses are PARTIAL ...
and we need a certain amount of premium
to pay them ...
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Valuation — what do we use

Interesting though ...

How does Reconstruction cost deal with
CURRENT building code issues ...
hmmmmmmmm

Residential

MS/B’s Residential Component Technology ™
(RCT) home valuation application is a total
component application. Based on the age of a
home, RCT for mainstreet homes RCT’s
knowledge tables select building costs
associated with materials and construction
methods used when the home was built. (See
“Vintage Differences.”)
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Valuation — what do we use

Does the software REALLY keep track of ALL
building code changes .....
and ...what does POLICY say about coverage?

Residential

Because the home must be built to today’s
codes,

other knowledge tables factor in costs
associated with current building codes for
glazing, electrical, plumbing, etc., all
localized to the U.S. ZIP Code and the
Canadian Postal Code.

16

Valuation — what do we use

And ...in another statement....and article

Today,

"“total component” technology uses
formulas and databases to analyze and
select detailed component parts of
buildings to assemble estimates in a
risk-specific manner,

using localized building codes,
structural considerations and local
labor and material costs.

17



Valuation — what do we use

This article shows a comparison of
RCT v. the antiquated R/V square foot method

Building Code Changes

Square Foot Method

+The costs you receive represent
building codes in effect at the
time specifications were created.
This may result in a less accurate
replacement cost.

“Total Component” Method:

*Based on the US. ZIP Code or
Canadian Postal Code entered, 6‘
the system incorporates the local
building code requirements and
all of the elements needed to cal-
culate the local reconstruction
cost, essentially “rebuilding™ the

residence from start to fimish

If the valuation
method assumes
local building code
requirements ...
perhaps the
exclusion should be
removed from the
policy now that we
value differently??? ,
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Valuation — what do we use

Location Adjustments for

Seismic, Climatic and High Wind

Square Foot Method:

*Because this method relies upon a
freed set of building specifications it
cannot ﬂccmatel}_‘ ﬂ.diust for l::lim.aﬁc,
seismuc, or wind requirements.

“Total Component™ Method:

*Based on US ZIP Code or _j~
Canadian Postal Code, the S}}’SI’E.\K
desipned to calculate a reconstruc-
tion cost that includes local and up-
to-date seismic, climatic and high
wind requirement determinants.

If the valuation
method assumes
local building code
requirements
regarding
earthquake and
wind requirements

should the

ordinance or law
exclusion apply to
GENERIC
ordinances??? 19
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Valuation — what do we use

Various Age Groups

Square Foot Method:

*The nation's property stock is
divided into three age groups: Post
1980, Pre-1980, and Pre-1940.
These classifications are too broad
to use for accurate valuations and
do not adequately account for
changes in building methods or

practices used in each era.

“Total Component” Method:
*Instead of using age groups, the
“total component” method uti-
lizes the exact Year Built. The sys-
tem needs to know when the
structure was built before it can
select the proper components.

If this process knows
the exact year of
building and therefore
the construction
methods of the time ...

And then converts to
current rebuilding

codes “knowing” that
the building inspectors
will require ...

should ordinance or

law language change?

20

Valuation — what do we use

Various Age Groups

Square Foot Method:

*The nation's property stock is
divided into three age groups: Post
1980, Pre-1980, and Pre-1940.
These classifications are too broad
to use for accurate valuations and
do not adequately account for
changes in building methods or

practices used in each era.

“Total Component” Method:
*Instead of using age groups, the
“total component” method uti-
lizes the exact Year Built. The sys-
tem needs to know when the
structure was built before it can
select the proper components.

And ...should building
values be determined
EVERY year to keep up
with current
construction costs,
Methods

And

Building codes?????

21
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Valuation — what do we use

Let’s look at the policy ...and see

If we have a PROBLEM

Between

VALUATION .....

Policy limit....

And policy language

22

Is replacement cost enough?

First ... E::

let’s look at what the policies
cover...

don’t cover... ~ N
could cover... L»‘J ‘/H

and then

We’ll look at how we arrive at the
building value - and what THAT
contemplates covering

23
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Is replacement cost enough?

When there is a building loss to a 1-4 family
home what does the ISO HO and DP policy

pay?

ISO HO-2000/2011/2022 and DP-2002/2014

(similar language earlier HO and DP forms)

states if carry 80% R/C value at time of loss

-.we’ll pay the least of:

(1) The limit of hability under this policy that
applies to the building;

(2) The replacement cost of that part of the
building damaged with material of like
kind and quality and for like use; or

(3) The necessary amount actually spent to
repair or replace the damaged building.

24

Is replacement cost enough? Personal Lines

The insurance “motto” is ...if it ain’t broke we
don’t fix it ....

And ....

Replacement cost ...though not defined ...is
considered to be ....

what you had is what you get but “new?”

WEW!

25
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Is replacement cost enough? Personal Lines

We ONLY respond to

for LKQ ....

like kind and quality and use

But ...in case you DON’T understand this ...we
also state....

26

Is replacement cost enough? Personal Lines

HO-2000/2011/2022 and DP 2002/2014 forms
start the loss settlement provision with a
“reminder” that ordinance or law is excluded

C. Loss Settlement
In this Condition C., the terms "cost fo repair or

increased costs incurred to comply with the en-
forcement of any ordinance or law, except o the
“extent thal coverage for these increased costs is
pravided in E.11. Ordinance Or Law under Section
| — Property Coverages. Covered property losses
are settled as follows:

27
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or General
Exclusion for
ordinance or law

To the extent the
Additional

Or Other Coverage
section

does NOT apply

Is replacement cost enough? Personal Lines

‘ 1. Ordinance Or Law

And the HO and DP Ordinance Or Law means any ordinance or
(1]} law:
Forms have section l a. Requiring or regulating the construction,

demolition, remodeling, renovation or repair
of property, including removal of any re-
sulting debris. This Exclusion A.1.a. does
not apply to the amount of coverage that
may be provided for in E.11. Ordinance Or
Law under Section | — Property Coverages;

b. The requirements of which result in a loss
in value to property; or

c. Requiring any "insured"” or others to test for,
monitor, clean up, remove, contain, treat,
detoxify or neutralize, or in any way respond
1o, or assess the effects of, pollutants.

Pollutants means any solid, liquid, gaseous
or thermal irritant or contaminant, including
smoke, vapor, soot, fumes, acids, alkalis,
chemicals and waste. Waste includes ma-
terials to be recycled, reconditioned or re-
claimed.

This Exclusion A.1. applies whether or not the
property has been physically damaged.

28

ISO HO and

Is replacement cost enough? Personal Lines

DP forms
provide 10%
ADDITIONAL
value in
certain
ordinance or
law values
(HO-91 adds
to state
amendatory
endorsement

29

11. Ordinance Or Law

a. You may use up to 10% of the limit of liabil-
ity that applies to Coverage A for the in-
creased costs you incur due to the en-
forcement of any ordinance or law which
requires or regulates:

(1) The construction, demolition, remodel-
ing, renovation or repair of that part of a
covered building or other structure
damaged by a Peril Insured Against;

The demolition and reconstruction of the
undamaged part of a covered building
or other structure, when that building or
other structure must be tofally demol-
ished because of damage by a Peril In-
sured Against to another part of that
covered building or other structure; or

The remodeling, removal or replace-
ment of the portion of the undamaged
part of a covered building or other
structure necessary to complete the re-
modeling, repair or replacement of that
part of the covered building or other
structure damaged by a Peril Insured

(2

(3

Against.

15



It can be used to

remove debris when

you need to

1) upgrade/remodel
and
repair damaged
portions

non-damaged
portions

Is replacement cost enough? Personal Lines

ished because of damage by a Peril In-
2) upgrade a.another part of that

11. Ordinance Or Law

a. You may use up to 10% of the limit of liabil-
ity that applies to Coverage A for the in-
creased costs you |n|:ur due fo the en-
forcomann = aw which
equires or regulates

(1) The construction, demolition, remodel-
ing, renovation or repair of that part of a
covered building or other structurg
damaged by a Pernil Insured Agajgss

(2) The deffio greconstruction of the
undamaged part of a covered building
or other structure, when that building or
other structure must be totally demol-

~(3) The remodeling, removal or repl¥sg
ment of the portion of the undamaged
part of a covered building or other
structure necessary to complete the re-

modeling, repair or replacement of that
part of the covered building or othg
structure damaged by a Peril Ips#

30

It can be used to
remove debris when
you need to

3) remove and pay
for undamage
portions that had
to be demolished

Is replacement cost enough? Personal Lines

11. Ordinance Or Law

a. You may use up to 10% of the limit of liabil-
ity that applies to Coverage A for the in-
creased costs you incur due to the en-
forcement of any ordinance or law which
requires or regulates:

(1) The construction, demalition, remodel-
ing, renovation or repair of that part of a
covered building or other structure
damaged Peril Insured Against;

or other structure, when that building or
other structure must be totally demol-
ished because of damage by a Peril In-
sured Against to another part of tha
covered building or other struciyses

(3) The remode emoval or replace-
ment of the p0r1|0n of the undamaged
part of a covered building or other
structure necessary to complete the re-
modeling, repair or replacement of that
part of the covered building or other
structure damaged by a Peril Insured

Against.

31
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This 10% can
also be

used for debris
removal

of these costs

Is replacement cost enough? Personal Lines

law coverage to pay for the increase
you incur to remove debris resulting from
the construction, demolition, remodeling,
renovation, repair or replacement of prop-

erty as stated in a. above. P
c: :

(1) The loss in value to any covered build-
ing or other structure due to the re-
quirements of any ordinance or law; or

(2) The costs to comply with any ordinance
or law which requires any "insured” or
others to test for, monitor, clean up, re-
move, contain, freat, detoxify or neu-
tralize, or in any way respond to, or as-
sess the effects of, pollutants in or on
any covered building or other structure.

Pollutants means any solid, liquid,
gaseous or thermal irritant or contami-
nant, including smoke, vapor, soot,
fumes, acids, alkalis, chemicals and
waste. Waste includes materials to be
recycled, reconditioned or reclaimed.

This coverage is additional insurance.

32

But ...just a reminder
from the Section |

1) loss in value

with clean up

there was no
otherwise
covered loss)

General Exclusions ...it
can NEVER be used for

2) costs to comply

pollutants (when

Is replacement cost enough? Personal Lines

b. You may use all or part of this ordinance or
law coverage to pay for the increased costs
you incur to remove debris resulting from
the construction, demolition, remodeling,
renovation, repair or replacement of prop-
erty . . S

e do not cover:

(1) The loss in value to any covered Wi
ing or other structure due to the Ye-
quirements of any ordinance or law; or

(2) The costs to comply with any ordinance

or law which requires any "insured”" or
others to test for, monitor, clean up, re-
move, contain, treat, detoxify or neu
tralize, or in any way respond to, or ag
sess the effects of, pollutants in op/On

Pollutants means an

g GmaL thormaa
nant, including smoke, vapor, soot,
fumes, acids, alkalis, chemicals and
waste. Waste includes materials to be
recycled, reconditioned or reclaimed.

This Coverage is additional insurance.

33
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SECTION | - Add’l Coverages or DP Other
Co

Undamaged
portion that
must be torn
down - need
ord/law to

cover this 2
“lost” value L

Demolition of 2
undamaged portion
requires ord/law

Upgrades in undamaged
3 portion requires ord/law

34

Is replacement cost enough? Personal Lines

S0 ... on a large loss ... where the “free” 10%
of ordinance or law is not sufficient to apply
to that portion of the loss that does not fit
“neatly” into the

Damaged property @é
Being repaired by LIKE construction

Having the original limit of insurance on
Coverage A at replacg/lpgnt cost is immaterial

A

oh oh .... 0@

35
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Is replacement cost enough? Personal Lines

Interesting ... “reconstruction costs”
supposedly assume current building codes ...
And you’re buying more insurance

That the policy won’t let you USE!!!!

36

Is replacement cost enough? Personal Lines

You MUST HAVE additional ordinance or law
coverage

Which requires an endorsement...

and you have to pick how much “ordinance
coverage” % you want ...

So ...where is YOUR crystal ball????

37

19



Is replacement cost enough? Personal Lines

POLICY NUMBER: HOMEOWNERS
HO 0477 10 00

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

ORDINANCE OR LAW
INCREASED AMOUNT OF COVERAGE

SCHEDULE"
Iy

New Total Percentage Amount: .

“Entry may be left blank if shown elsewhere in this policy for this coverage.

SECTION | - PROPERTY COVERAGES b. For Form HO 00 04, to Building Additions And
ADDITIONAL COVERAGES Alterations;
11. Ordinance Or Law is increased from 10% to the percentage amount

The total limit of liability that anplies: shown in the Schedule above.
e total limit of liability that applies: This is Additional Coverage 10. in Form HO 00 06.
a. To Coverage A, or

All other provisions of this policy apply.

DP 04 71 for Dwelling Fire similar

38

Is replacement cost enough? Personal Lines

My feeling ...if you’re going to buy it ...

why not 100% of Coverage A ... V

and more if you are subject to IA

“unusual” and specific ordinances like
set back clauses
or
flood zoning ordinances

39



Is replacement cost enough? Personal Lines

Once you buy the HO endorsement the “free”
10% is gone ...and gets “sucked into” the new
percentage purchased

B. Increased Amount Of Coverage
2. Premium Determination
a. Forms HO 00 02, HO 00 03 And HO 00 05

Percentage Of Coverage A
Increase in

Amount Total Amount Factors
15% 25% 1.03
40% 50% 1.07
65% 75% 1.1
S90% 100% 1.15

For each add'l 25% increment, add: .04

At ISO rating ...100% ordinance is a 15% base
premium charge - less for most companies

40

Is replacement cost enough? Personal Lines

Once you buy the DP endorsement the “free”
10% is gone ...and gets “sucked into” the

new percentage purchased - DP rates higher
than

en multiply that result by

(2) DP 0002 Or DP 00 03 — Fire, Broad Or
Special Forms
The premium is computed by multiplying
the Base Premium by the appropriate
factor selected from the following table:

Percentage Of Coverage A

Increase In Amount | Total Amount Factors
15% 25% 1.05
40% 50% 1.12
65% 75% 1.20
90% 100% 1.27

For each add'l 25% increment, add: 08

At 1SO rating ...100% ordinance is a 27%
base premium charge

41
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Is replacement cost enough? Personal Lines

requirement

When discussing ordinance or law ...
ordinance changes for dwellings include

wind resistive code for windows -
depending on where the home is located
will depend on the wind re5|st|ve )

Search the map | Find businesses Get directions
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Is replacement cost enough? Personal Lines

And ...the older the home ...you run into
general

framing issues

electrical issues

46

Is replacement cost enough? Personal Lines

And ...the older the home ...you run into
general

For any loss size loss

47
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Is replacement cost enough? Personal Lines

Now ..what if it is a BRAND new home ...and a
TOTAL loss ...where ordinance or law is NOT
an issue.... ehrected b ot

there are NO code changes

be torn down

Is insuring to replacement cost ...
sufficient???

48

Is replacement cost enough? Personal Lines

Well ...what about Debris removal ....

How does the loss settlement clause
apply?

a. If, at the time of loss, the amount of insur-
ance in this policy on the damaged building watc_h ?Ut "
is 80% or more of the full replacement cost | the limit of
It onlv talk of the building immediately before the loss, -

y we will pay the cost fo repair or replace, af- insurance on
about ter application of any deductible and without /policy is
DAMAGED deduction for depreciation, but not mor .

than the least of the following amounts: MOST will
property a (1) The limit of liability under this policy that pay
== applies to the building;
repairing (il‘l the
(2) The replacement cost of that part of the
DAMAGED building damaged with material of like T
beginning o
ropert kind and quality and for like use; or
property e the coverage
not cleaning statement)
up to do
repairs
49
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Is replacement cost enough? Personal Lines

What about the definition of building ....

SECTION | - PROPERTY COVERAGES
A. Coverage A - Dwelling
1. We cover:

a. The dwelling on the "residence premises"
shown in the Declarations, including struc-
tures attached to the dwelling; and

b. Materials and supplies located on or next to
the "residence premises" used to construct,
alter or repair the dwelling or other struc-
tures on the "residence premises”.

2. We do not cover land, including land on which
the dwelling is located.

Well ...not really specify about “debris” ...
and that is NEVER good when ambiguity
exists ...

50
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Is replacement cost enough? Personal Lines

Can a total loss ...still leave a “lot”...l1eft
debris removal
issues

51
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Is replacement cost enough? Personal Lines

Debris removal is discussed in the additional
or other coverages section -

often this is done to LIMIT coverage ...

and “clarify” what we want t o without
lawyers involved.

This is where the DP and the HO are VASTLY
different!!!

52

Is replacement cost enough? Personal Lines
If you need the limit of insurance to rebuild ...

what about the costs to clean up ...before
rebuilding ...
which can depend upon

how much left

landfill/dump costs

proximity of other structures for|
ease of clean up

4) Materials ... requiring pecialized

removal and disposal

53
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Is replacement cost enough? Personal Lines

Sometimes issues are discussed in the
additional coverages section - often this is
done to LIMIT coverage ... and “clarify” what
we want to do without lawyers involved.

The ISO HO
policy ONLY
provides 5% -

\

Wow ...consider
older home with
asbestos ....

E. Additional Coverages
1. Debris Removal

a. We will pay your reasonable expense for
the removal of:

(1) Debris of covered property if a Peril
Insured Against that applies to the dam-
aged property causes the loss; or

(2) Ash, dust or particles from a volcanic
eruption that has caused direct loss to a
building or property contained in a
building.
is expense is included in the limit of Ii-

abili lies to the damaged property.

If the amount id for the actual dam-

age to the property plus the debris removal

expense is more than thedimit.af liahilif fo
the damaged property, hn_additional 5% of

that limit is available for such expense.

54

Is replacement cost enough? Personal Lines
We want the HO building limit to pay for
BOTH 1) damage to covered property

and

2) debris removal of covered property

Coverage A $200,000
If total

Coverage A  $200,000 ||fire loss -200,000

If $10,000 Leaves 0

fire loss -10,000 ||No limit left

Leaves $190,000 ||For debris

Of limit Removal

For debris

removal Then the 5% of building
limit comes into play ...or
a possible $10,000 in this
case

55
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There IS no
additional
coverage ... if
the limit is not
enough to
remove debris
and pay loss ...
too bad!

Is replacement cost enough? Personal Lines

And ...if you have the DP policy ...you
are REALLY up the creek....

2. Debris Removal

We will pay your reasonable expense for the
removal of:

a. Debris of covered property if a Peril Insured
Against causes the loss; or

b. Ash, dustor

tion that hag

=om a volcanic erup-
“pss to a building
2lding.

¢ limit of liability
bDerh,

56

BOTH

and

Is replacement cost enough? Personal Lines

Under the DP we want the building limit to pay for
1) damage to covered property

2) debris removal of covered property

Coverage A $200,000
If total

Coverage A $200,000 fire loss -200,000

If $10,000 L —0’—

fire loss -10,000 Neal‘.’es.'t ot

Leaves $190,000 o fimitfe

. . For debris

Of limit R I

For debris emova

removal Unlike the HO policy there
is NO additional amount for
debris removal

57
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Is replacement cost enough? Personal Lines

Whether the HO or the DP ...

but CERTAINLY the DP ... since there is NO

additional limit .....
_ L J ®
s

There is NO HO or DP endorsement to buy
more debris removal ... '
you can only buy more ...buy buyiil.
building limit!!! ‘

58

Is replacement cost enough? Personal lines

In addition to the extra expense
required that is excluded....

consider the increased time to rebuild

E Should we consider increasing

isi, Coverage D...Loss of Use???22??
Can buy more for a few $ per 1,000 of
coverage ...but ..how much extra time
would be needed ...and how much
coverage???

59
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Is replacement cost enough? Commercial lines

CP 00 10 is an ACV form unless R/C is opted ...
which it should be ...

Then when R/C is opted

60

Is replacement cost enough? Commercial lines

CP 00 10 - the R/C option then states

f. The cost of repair or replacement does not
include the increased cost aftributable fo
enforcement of any ordinance or law regu-
lating the construction, use or repair of any

property.
R/C does NOT include
ordinance or law -=
costs N

61
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Is replacement cost enough? Commercial lines

[E Exclusions
The cause of Ioss 1. We will not pay for loss or damage caused
directly or indirectly by any of the following
form S excl ude: Such loss or damage is excluded regardless of
any other cause or event that contributes con-
(this from CP 1 0 30 currently or in any sequence to the loss
. a. Ordinance Or Law
SPeCIal fOI"m cause QL The enforcement of any ordinance or law:
1) Regulating the construction, use or
IOSS) — repair of any property; or
(2) Requiring the tearing down of any prop-
erty, including the cost of removing its
= debris.
Ordinance or law - : B _
This exclusion, Ordinance Or Law, applies
si m i I ar whether the loss results from:
. {a) An ordinance or law that is enforced
to personal ||nes even if the property has not been
damaged; or

(b) The increased costs incurred to
comply with an ordinance or law in
the course of construction, repair,
renovation, remodeling or demolition
of property, or removal of its debris,
following a physical loss to that

property.
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Is replacement cost enough? Commercial lines

Like personal lines ...

there is some coverage under the

Additional coverage section ...
but unlike personal lines ...

the coverage is NOT as broad

e

63
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Is replacement cost enough? Commercial lines

—————————————
e. Increased Cost Of Construction

(1) This Additional Coverage applies only to
buildings to which the Replacement
Cost Optional Coverage applies.

(2) In the event of damage by a Covered
Cause of Loss to a building that is Cov-
ered Property, we will pay the increased
costs |nr:uned to comply with enforce-

subject to the limitations stated in e.(3
through e.(9) of this Additional Covg

(3) The ordinance or law referred to in e.(2)
of this Additional Coverage is an ordi-
nance or law that regulates the con-
struction or repair of buildings or estab-
lishes zoning or land use requirements
at the described premises, and is in

S “increased costs”

Only covers

for
repair/rebuilding
of DAMAGED
covered property

64

64

The most that is paid
is the LESSER of
$10,000
or
5% building limit

Which is FAR less
than the HO and DP
forms in

Limit and extent of

Is replacement cost enough? Commercial lines

tional Coverage, for each described
building insured under this Coverage
is $10,000 or 5% of me Limit of

whichever is less. If a damaged building
is covered under a blanket Limit of In-
surance which applies to more than one
building or item of property, then the
most we will pay under this Additional
Coverage, for that damaged building, is
the lesser of: $10,000 or 5% times the
value of the damaged building as of the
time of loss times the applicable Coin-
surance percentage.

The amount payable under this Addi-

tional Coverage is additional insurance.

coverage

65
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Is replacement cost enough? Commercial lines

CP 00 10 does NOT cover

1) increased costs due to ordinance for

property

demolished

repair applicable to undamaged / ,i

2) does not cover the value of proper
undamaged property that must be

3) does not cover the costs to demolish
or debris of undamaged property

A

66

Is replacement cost enough? Commercial lines

similar in WHAT it does -
only responds to -

The 2002/2006/2010/2013/2024 1SO BOP is

increased costs of DAMAGED property

(2) In the event of damage by a Covered
Cause of Loss to a building that is Cov-
ered P_mperry, we will pay Ihe increased

ment of an ordinance or law in the
course of repair, rebuilding or replace-

ment of damaged parts of that property

subject to the imitations stated in Para-
graphs (3) through (9) of this Additional
C(werage.
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Is replacement cost enough? Commercial lines

The 2002/2006/2010/2013/2024 1SO BOP has a
similar limit to the CP ... the $10,000 ...period

it doesn’t say ...
the “lesser of $10,000 or 5% of the

building limit”

(6) The most we will pay under this Addi-

Insurance which applies to more than
one building or item of property, then the
most we will pay under this Additional
Coverage, for each damaged building, is
$10.000.

The amount payable under this Addi-
tional Coverage is additional insurance.

68

Is replacement cost enough? Commercial lines

Like the CP 00 10 - the ISO
2002/2006/2010/2013/2024 BOP does not
cover

:_;ﬁ____ 1) increased costs due to ordinance for
e repair applicable to undamaged
property

2) does not cover the value of property
undamaged property that must be
demolished

3) does not cover the costs to demolish
or debris of undamaged property

69
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Is replacement cost enough? Commercial lines

A business client might face the possibility
of having to .

add sprinkler systems;|

add enhanced lighting;

rebuild brick or wood joist construction

with fire resistant construction;@

70

Is replacement cost enough? Commercial lines

A business client might face the possibility
of having to

redesign the structure to meet
earthquake
or hurricane resistant standards.

SEARCHINSIDEL
ani .

2] vy
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Is replacement cost enough? Commercial lines

If remodeling to code is
required....

the insured must also absorb the
architects’ and engineers’ fees
necessary to determine what will
be required to meet current code.

72

Is replacement cost enough? Commercial lines

Depending on how old the building is ...
in the 90’s the ADA law came into play ...

there was a certain amount of immediate
accommodation required ...

but much was also grandfathered until ...

substantial damage or alteration removes
“grandfather” status.

73
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Is replacement cost enough? Commercial lines

The Federal ADA law may require enhanced
public access such as:
&

wheelchair ramps, WHEELCHAIR

RAMP

[
installation of elevatorsﬂ

modified restrooms to
accommodate the handicapped.

74

Is replacement cost enough? Commercial lines

In addition to the extra expense
required that is excluded....

consider the increased time to rebuild

9

E that is ALSO not covered under an

“= unendorsed the CP Business Income
Coverage Form - and the cause of loss
exclusion applies

or

BOP policy per ordinance or law
exclusion

75
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Is replacement cost enough? Commercial lines

There is a CP time element Ordinance or
Law endorsement CP 15 31 to add to CP
Business Income Coverage

and

//
4
the BOP Ordinance or law endor

ment

has a time element option (2006 or later

editions)

To cover additional time required to repair

to code

76
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POLICY NUMBER

COMMERCIAL PROPERTY
CPO4051012

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

ORDINANCE OR LAW COVERAGE

This endorsement modifies insurance provided under the following

BUILDING AND PERSONAL PROPERTY COVERAGE FORM

CONDOMINIUM ASSOCIATION COVERAGE FORM

STANDARD PROPERTY POLICY

SCHEDULE

Building Number/

Coverage B
Limit

Coverage C | Coverage B And C
Limit Combined Limit
Ofinsurance |  Of Insurance

| Premises Number Coverage A | Ofinsurance |
' [ O s s s ’
' [ ] s s .
] O s s Is .

Information required to complete this Schedule, if not shown above, will be shown in the Declarations

*Do not enter a Blanket Lim

|or if ane of these Coverages is not applicable

A Each Coverage — Coverage A, Coverage B and
Caverage C — 15 prowided under this endorsement
only if that Coverage(s) is chosen by entry in the
above Schedule and then only with respect to the
building identified for that Coverage(s) in the
Schedule

Application Of Coverage(s)

The Coverage(s) prowided by this endorsement
applies. only i both B.1. and B.2. are satisfied and
are then subject to the qualifications set forth in
8

1. The ordinance of law

construction of
o es zoning of
land use requrements al the described
premises, and

b. Is in force at the time of loss

But coverage under this endorsement applies only
in response to the minmum requirements of the
ordnance or law. Los ncurred n
complying  with  re actons  or
standards that exceed actual requirements are not
covered under thrs endorsement

2a

L4

o

of Insurance d individual Limits of Insurance are selected for Coverages B and C.

The buiding sustains direct physical
damage that is covered under this pobicy
and as a result of such damage, you are
required to comply with the ordinance of
law, of

The building sustains both direct physical
covered under this policy
cal damage that s nol
under this policy, and as a result of
buiding damage in fis entirely, you are
required 1o comply with the ordinance of
law

But f the buildng sustams dwect phys:
damage that is not covered under
policy, and such damage is the subject of
the ordinance of law, then there is no
coverage under this endorsement even if
the building has also sustained covered
direct physical damage

CP 04 05
Ordinance
or Law
Coverage

PROPERTY
coverage
only

39



Is replacement cost enough? Commercial lines

Unlike personal lines we don’t buy %
of the building limit ...we have to buy
the coverage separately ...for

1) upgrade damaged property

22) demolish undamaged property
and get value of such

3) upgrade undamaged property

78

Is replacement cost enough? Commercial lines

Cov.B Cov.C Cov.B And C
Bidg. No./ Limit Limit Combined Limit
Prem. No. I Cov. A I Of Insur, Of Insur. Of Insur.
! = 5 5 i3 ko
/ m] 53 5 i
/ jm] 5 i3 i3

*Information required to W‘Schedulei if not shown on this endorsement, will be shown in the Declara-

10ns.
**Do not enter a Combined Limit o&urance if individual Limits of Insurance are selected for Coverages B and
C, or if one of these Coverages is nofapplicable.

We need to F?‘QST check the “A” box

This gives us the ability to USE the
building limit for damaged or
undamaged loss

79
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Is replacement cost enough? Commercial lines

D. Coverage

1. Coverage A - Coverage For Loss To The
Undamaged Portion Of The Building

With respect to the building that has sustained
covered direct physical damage, we will pay

quence of enforcement of an ordinance or law
that requires demolition of undamaged parts of
the same building

Coverage A is included within the Limit of In-
surance shown in the Declarations as applica-
ble to the covered building. Coverage A does
not increase the Limit of Insurance.

80
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Is replacement cost enough? Commercial lines

Cov.B Cov.C Cov.B And C
Bidg. No./ Limit Limit Combined Limit
Prem. No. Cov. A Insur, Of Insur. Of Insur.
! = 5 5 i3 ko
/ m| 53 5 5 ™
/ jm] 5 i3 i3 o

*Information required to complete the Schedule, if not
ions.

**Do not enter a Combined Limit of Insurance if individ
C, or if one of these Coverages is not applicable.

own on this endorsement, will be shown in the Declara-

Limits of Insurance are selected for Coverages B and

Coverage B...
Is for Demolition of this undamaged
value

81
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Is replacement cost enough? Commercial lines

2. Coverage B — Demolition Cost Coverage

With respect to the building that has sustained
covered direct physical damage, we will pay the
cost to demolish and clear the site of unda-
maged parts of the same building, as a conse-
quence of enforcement of an ordinance or law
that requires demolition of such undamaged
property.

The Coinsurance Additional Condition does not
apply to Demolition Cost Coverage.

82

Is replacement cost enough? Commercial lines

Cov.B 7 Cov.BAndC
Bidg. No./ Limit Limit Combined Limit
Prem. No. Cov. A Of Insur, Of Insur. Of Insur.
! O 3 B B =
/ m} 3 i i -
/ m] 5 5 5 -

“Information required to complete the Schedule, if not shown on this elidorsement, will be shown in the Declara-
ions.

**Do not enter a Combined Limit of Insurance if individual Limits of Infurance are selected for Coverages B and
C, or if one of these Coverages is not applicable.

Coverage C...
Is upgrading both damaged and
undamaged property
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Is replacement cost enough? Commercial lines

3. Coverage C - Increased Cost Of
Construction Coverage

a. With respect to the building that has
sustained covered direct physical damage,
we will pay the increased cost to:

(1) Repair or reconstruct damaged portions
of that building; and/or

(2) Reconstruct or remodel undamaged
portions of that building, whether or not
demolition is required,

when the increased cost is a consequence
of a requirement to comply with the
minimum standards of the ordinance or law.

However:

(1) This coverage applies only if the
restored or remodeled property is
intended for similar occupancy as the
current property, unless such occupancy
i1s not permitted by zoning or land use
ordinance or law.

(2) We will not pay for the increased cost of
construction if the building is not

repaired, reconstructed or remodeled.

The Coinsurance Additional Condition does
not apply to Increased Cost of Construction
Coverage.

-

84
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Is replacement cost enough? Commercial lines

Cov.B Cov.C Cov.BAndC
Bidg. No./ Limit Limit Combined Limit
Prem. No. Cov. A Of Insur, Of Insur. Of Insur.
! m} 53 i3 kol
! m] 5 i3 -
/ ] 5 b

[tions.

*Information required to complete the Schedule, if not shown on this endorsem

. will be shown in the Declara-

**Dio not enter a Combined Limit of Insurance if individual Limits of Insura are selected for Coverages B and

C, or if one of these Coverages is not applicable.

But ... instead of having TWO limits
where you could be wrong ...

it is probably best to use the blanket
approach for option B/C together

85
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Is replacement cost enough? Commercial lines

5. If a Combined Limit of Insurance is shown for
Caoverages B and C in the Schedule above, Pa-
ragraphs E.3. and E.4. of this endorsement do
not apply with respect to the building that is
subject to the Combined Limit, and the follow-
ing loss payment provisions apply instead:

The most we will pay, for the total of all covered
losses for Demolition Cost and Increased Cost
of Construction, is the Combined Limit of In-
surance shown for Coverages B and C in the
Schedule above. Subject to this Combined Lim-
it of Insurance, the following loss payment pro-
visions apply:
a. For Demolition Cost, we will not pay more
than the amount you actually spend to de-
molish and clear the site of the described

premises. ||

b. With respect to the Increased Cost of Con-
struction:

(1) We will not pay for the increased cost of
construction:

(a) Until the property is actually repaired
or replaced, at the same or another
premises; and

(b) Unless the repairs or replacement
are made as soon as reasonably
possible after the loss or damage,
not to exceed two years. We may ex-
tend this period in writing during the
two years.
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Is replacement cost enough? Commercial lines

POLICY NUMBER COMMERCIAL PROPERTY
CPO405081T

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

ORDINANCE OR LAW COVERAGE

2017 version
” that discusses
- “post-loss

Coverage® | CoverageC | Coverages B AnaC -
Building Numbar e Limit | " Combined Lims

Premises Number | Coverage A Ot msurance of insurance. Of Insurance o r I n a n c e o r
a s s s
| s s s -
L : i law” options

— : amm
|PostLoss Oramance Or Law Option: ez || No

S erwise the

Seneo. being apph 20rap
B.2. appses nstead of this Paragraph B.1

cPos0son 17 © Insurance Services Office. Inc . 2016 Pagetots
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Is replacement cost enough? Commercial lines

POLICY NUMBER

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

ORDINANCE OR LAW - INCREASED PERIOD
OF RESTORATION

This endorsement modifies. nsurance provided under the fofiowing

BUSINESS INCOME (ANI
BUSINESS INC
EXTRA EXPENS!

XTRA EXPENSE)

COVERAGE FORM

WITHOUT EXTRA EXPENSE) €

SCHEDULE

FO!
/ERAGE FORM

COMMERCIAL PROPERTY
CP 15310917

Described Premises:

Post-Loss Ordinance Or Law Option: Yes| | Mo | |

Informaton required i complete s Schedule,  not shown ahove, wil be shown in the Declaratons

A it a Covered Cause of Los3 0ccurs 10 3 bulding(s)
at e premises descrbed in e Schedule
resulting In 3 “SUSpension” of "operatons” covered
under s Policy, the "perod of FEsoMON” &
extended to mciude the nareased penod required
10 COMplY WIN Ihé MINMUM SWNAMNGS of an
ordinance of law, provided
1. The ardnance or lnw reguiates ihe demolition.

CONSIUCHON Of fEpAF Of DUBIINGS, Of
establishes Zoning or kand wse requiements at
the described premises; and

The requirements of the ordinance of law are
in force at e tme of loss. But i the Post-Loss
danance Or Law Opbion Is indicated n the
Sthedule a8 bemg appbcable. then Paragraph
A3 apphes nstead of this Paragraph A.2.
The requirements. of the ordinance of law are
in force at the tme of loss:; or he oram:
taw is promulgated of revised afle
commencement of reconstruction of
Tepair and provided that SUCh OFAINGNCE Of KW
requires compliance
10 ODRAINING 3 LUBING pe
occupancy

However, coverage s not extended under this
endorsement inglude loss caused by of
resuting from
With 3y ofnan

1

"

8. The
“Fungus® mean
nciuding mold or midew, and any myw

spo

feleased by

entorcement of or complance
of Kaw WhiCh requires.

The  demol repar,  replacement
reconsiructon, remodeiing or remed of
property due 10 CONLIMINDNoN by "ot
due fo e presence, growth, proleration
spread of any activity of "ingus®, wet of ary fot
of bactena; o

Ay mnsured of others 1o lest for, monitor, clean
up, remove, contan, Weat detoxty or
neutralize, of I any way respond 10, of assess
e effects of “poliutants”, “ungus®, wet or ory
fot of bactena

OOWING Gefiniion 1S aaded

5" of

any type or form of fungus
xins,

Wes. SCENMS Of Dy-products produced of

Bll coverage form
CP 00 30 needs its
OWN ordinance or
law endorsement
to allow Bl limit
to apply to extra
time as “period of
restoration” not
include time
necessary

CP 15 31

88
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POLICY NUMBER

BOP

BUSINESSOWNERS
BP 044507 13

THIS ENDORSEMENT CHANGES THE POLICY., PLEASE READ IT CAREFULLY.

ORDINANCE OR LAW COVERAGE

Thes endorsement modifies nsurance provided under the following

BUSINESSOWNERS COVERAGE FORM

SCHEDULE

Coverage 2
Limit

Premises| Building Coverage 1
Number | Number | (Check if apphes)
L s
L s
L s

Coverage 3 Covarages 2 And 3
Limit Combined Limit
o .
s s
s s
] s

[Business inco

|Expense Optionsl Coverage

*Do not enter a Combined Limit of Insurance if individual Limits of Insurance are selected for Coverages 2 and 3,

ot if one of these Coverages s not applicabl

And Extra Expense Optional Coverag:
Number Of Hours' Waiting Period For Period Of Restoration Applicable To Business Income And Extra

(Enter Yes or Noj

[information required to compiete thes Schedule, f not shown above, will be shown in the Declarations.

Section | = Property is amended as follows

A. Each Coverage - Coverage 1, Coverage 2 and
Caverage 3 - is provided under this endorsement
only if that Coverage(s) is chosen by entry in the
above Schedule and then only with respect to the
buikling identified for the Coverage(s) in the
Schedule

Application Of Coverage(s)

The Coverage(s) provided by this endorsement
applies only if both B.1. and B.2. are satisfied and
are then subject 1 the qualiications set forth in
B3

1. The ordinance of law

3. Regulates the demolition, construction or

repair of buldings, of establishes zoning of
land use requirements al the described
premises, and

b. Is in force at the time of loss.

o

But coverage under ths endorsement apphes
only in fesponse 10 the minmum requirement
of the ordmance or law Losses and costs
ncured in complymg with recommended
actons of standards that exceed actual
requirements are notl covered under thes
endorsement

The building sustains direct physical damage

a. That is covered under this policy and as a
result of such damage, you are required 10
comply with the ordinance of Law, of

o

That is covered under this policy and direct
physical damage that is not covered under
this policy, and as a resull of the bulkding
damage in its entirety, you are required 10
comply with the ordinance of law

I3

But if the damage is not covered under this
policy, and such damage is the subject of
the ordnance or law, then there s no
coverage under this endorsement even if
the bulding has also sustaned covered
direct physical damage

Check Cov 1 for
undamaged value

Coverage 2 is
Demolition of
such

Coverage 3 is
increased cost of
construction
damaged or
undamaged value

Can combine
Cov 2 and 3 as in
CP endorsement

89
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Is replacement cost enough? Commercial lines

Coverage 1 Coverages 2 And 3
Prem. | Bldg. (Check Coverage 2 Coverage 3 Combined Limit Of
No. No. | If Applies) Limit Of Insurance Limit Of Insurance Insurance”
$ $ $
$ S 3
$ $ $

Business Income And Extra Expense Optional Coverage EntelYes Or No: I
Number Of Hours Waiting Per'nd.Ea.anni' iod Of Restoration Applicable usiness Income And Extra
Expense Optional Coverage: ok\
Information required to complete this A]edule, if not shown above, will be showﬁjn the Declarations.

*Do not enter a Combined Limit of Insfirance if individual Limits of Insurance are s§lected for Coverages 2 and 3,
or if one of these Coverages is not applicable.

One requests fhe business incomeé, coverage
to apply by saying ...yes or no

And ...the time period deductible can be
removed

90

Is replacement cost enough? Commercial lines

So ... ‘Tf '

commercial lines and personal lines
“replacement cost” coverage is not sufficient
when building codes or zoning ordinances
require a difference in construction ....

HL

Endorsements are necessary to meet this
need or additional costs NOT contemplated in
the replacement cost loss settilement
provisions

91
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Is replacement cost enough? Commercial lines

What about debris removal and the
commercial policy???

Again, very different from the personal
lines policies

92

Is replacement cost enough? Commercial lines

CP 00 10 10 12 states: BOP same language

4. Additional Coverages
a. Debris Removal

(1) Subject to Paragraphs (2), (3) and (4). L'k I
we will pay your expense to remove I e persona
debris of Covered Property and other -
debris that is on the described premises, I d
when such debris is caused by or Ines We nee a
results from a Covered Cause of Loss
that occurs during the pelicy period. The d
expenses will be paid only if they are covere cause
reported to us in writing within 180 days

of the date of direct physical loss or f I -I
damage OoT 10SS (peri
(2) Debris Removal does not apply to costs -

o damaging

(a) Remove debris of property of yours
that is not insured under this policy, d
or property in your possession that is cove re
not Covered Property;

(b) Remove debris of property owned by p p t
or leased to the landlord of the ro er
building where your described
premises are located, unless you
have a contractual responsibility to

insure such property and it is insured
under this policy,

(¢) Remove any property that is
Property Not Covered, including
property addressed under the
Outdoor Property Coverage
Extension,
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Is replacement cost enough? Commercial lines

CP 00 10 10 12 states: BOP same language

(3) Subject to the exceptions in Paragraph
(4), the following provisions apply:

(a) The most we will pay for the total of

is limited to 25% of the sum of the
deductible plus the amount that we
pay for direct physical loss or

has sustained loss or damage.

However, if no Covered Property has to a “formula”

sustained direct physical loss or
damage, the most we will pay for
removal of debris of other property (if

Additional Coverage) is $5,000 at

each location, not sufficient have
(4) We will pay up to an additional $25,000

location, in any one occurrence of

physical loss or damage to Covered editions $1 0,000)
Property, if one or both of the following
circumstances apply:

Like personal lines we

direct physical loss or damage plus
debris removal expense is the Limit want the Ioss AND the
of Insurance applicable to the H H
Covered Property that has sustained debrls removal pald
il o within the limit of

ubject to (a) above, the amount we -
will pay for debris removal expense insurance ...

damage to the Covered Property that & however, it is subject

such removal is covered under this And if formula or limit

for debris removal expense, for each < add’l $25,000 (prior

94

limitation

Is replacement cost enough? Commercial Lines

BOP and CP have a “funky formula”

b) Subject to (a) above, the amount we
will pay for debris removal expense
is limited to 25% of the sum of the
deductible plus the amount that we
pay for direct physical loss or dam-
age to the Covered Property that has
sustained loss or damage.

Pays 25% of LOSS payment + deductible -
assuming there is limit left

If building limit $1,000,000
Loss payment 100,000
Policy deductible 1,000

($100,000 + $1,000) x 25% = 25,250

95
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Is replacement cost enough? Commercial Lines

BOP and CP have a “funky formula” limitation

Pays 25% of LOSS payment + deductible -
assuming there is limit left

(4) We will pay up to an additional $25,000

H H H H for debris removal expense, for each

If bmldmg limit $1,000,000 location, in any one occurrence of

Loss payment 100.000 physical loss or damage to Covered

. . ’ Property, if one or both of the following
Policy deductible 1,000 circumstances apply:

($100,000 + $1,000) x 25% = $25,250

If this $25,250 is not sufficient ...can add an
additional $25,000 for a total of $35,250.
(Prior edition of BOP/CP only gave extra $10,000

The HO policy could have paid a total of $1,050,000
The DP policy could have paid a total of $1,000,000
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Is replacement cost enough? Commercial lines

CP and BOP debris removal payment using
previous personal lines examples:

Building cov

$200,000

If $10,000

fire loss -10,000
With $1,000 ded

($10,000 + $1,000) x .25

$2750 for debris removal
+ $25,000 if necessary
for total of $27,750

Building limit

$200,000

If total

fire loss -200,000
Leaves 0

No limit left
For debris
Removal

So ..only receive the
additional $10,000 for
debris removal
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Is replacement cost enough? Commercial lines

Under the BOP policy prior to 2010

there is NO endorsement to buy

more debris removal ... ~ —
= >

@ @

And it’s NOT like the HO or DP
policy where buying more building
coverage directly provides more
debris removal.

98

Is replacement cost enough? Commercial lines

Debris removal under the BOP prior to
2010...

1) you’d need MORE Building coverage
AND
2) a bigger claim ...

which ...

could use up TOO much buil% coverage
unless you were WICKED o(c(”% ¢ {,lred!!!!
7

Cal\ae
PN
/’§)\-/\“ A
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Is replacement cost enough? Commercial lines

Under CP and 2010/2013/2024 BOP ~
coverage ...

there IS an endorsement to buy ....

But ...
>

—~T
HOW MUCH DO YOU NEED .... ( & @
You have to figure that out ...
BEFORE the loss!
100
CP
comescurroresr | HlOW much do

CP 04151012

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY. you need?
DEBRIS REMOVAL ADDITIONAL INSURANCE

This endorsement modifies. insurance provided under the following

What is your

BUILDERS RE:

BUILDING AN COVERAGE FORM

CONDOMINIL O AGE FORM b - Id - d
CONDOMINIL S COVERAGE FORM
CONDOMINIUM COMMERGIAL uliding made
TOBACCO SALES WAR JSES COVERAGE FORM

SCHEDULE out Of [T 1]

Premises Number | Building Number Il Debris Removal Amount l Additional Premium ] H ow cl ose to

other buildings,
etc.

Some is better
than NONE!
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BOP
POLICY NUMBER BUSINESSOWNERS How muCh do

BP 14090713
THIS ENDORSEMENT CHANGES THE POLICY, PLEASE READ IT CAREFULLY, you need?
DEBRIS REMOVAL ADDITIONAL INSURANCE

Thes endorsement modifies insurance provided under the following

BUSINESSOWNERS COVERAGE FORM Wh t H y
SCHEDULE a Is ou r
Premises Number Building Numbar | Debris Removal Amount b u i I d i n g m a d e
I
k out of ...

bove, will be shown in the Declarations. | HOW Close tO
other buildings,
etc.

Some is better
than NONE!
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Is replacement cost enough? Commercial lines —_ =

o O

®
While researching this webinar ...l found the
following examples

Total fire loss to a bowling alley produced
a $200,000 debris removal loss because
of the asbestos in the building

A condo association building suffered
$250,000 damage to an asbestos roof and
spent approximately $1 million to dispose|
of the damaged asbestos ...

103



Is replacement cost enough? Commercial lines

While researching this webinar ...l found the
following examples

Fire loss to a ski lodge - replacement
cost more than limit also suffered
substantial debris removal loss (also not
covered sufficiently)

104

Valuation — what do we use

So ...going back to the beginning ...

According to discussion by software
provider for valuation ..

The coverage limit ...
Includes values ....

That the policy language

105
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Valuation — what do we use

So ...you might ask your company just what
valuation method it uses ...

And ... regarding reconstruction values ...
which building codes are “assumed” in the
valuation

Are included in the limit ...

Yet seemingly excluded or restricted in
the policy.
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Valuation — what do we use

Should the adjusters be made
aware of what the valuation

process includes?
of D
(N
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Valuation — what do we use

Should the ordinance or law
language be restricted to just
“building specific” codes such as

new zoning issues
Setbhack requirements

Just food for thought! 4
==
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Thank you for attending...

.
—
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