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About United Policyholders (UP)

« 501(c)3 not-for-profit charitable organization, Platinum Guide Star rating

» A trusted information resource and respected voice for insurance
consumers in all 50 states

« 30 year track record and expertise in disaster recovery
* Funded by donations and grants

« Through a Roadmap to Recovery™ program, UP educates, supports and
routinely surveys disaster-impacted communities and individuals.

« Through an Advocacy and Action program, UP supports legislative and
regulatory reforms that improve loss recovery and uphold the




The Indemnification Objective

* |nsurance is meant to protect our investments and act as
a hedge against loss.

* Yet in recent years, deviation from Insurance Services
Office (ISO) standard forms has allowed insurers to
rewrite policies that appear to offer the same coverage
as their historical counterparts but limit homeowners’
ability to make repairs after a loss.

* These policy revisions have included new limitations on
coverage, leaving homeowners underinsured for many
losses.
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The UP "RISC” Project:

— Documenting the erosion of coverage through policy
wording that defeats policyholders’ reasonable
expectations.

— Educating policymakers, the media and the public
about the economic harm that results from
unexpected coverage gaps.

— Advancing solutions via regulatory, legislative and
consumer education Initiatives.
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Academic research foreshadowed
marketplace developments

Reevaluating Standardized Insurance Policies, by
Professor Daniel Schwarcz, University of Minnesota Law

School

University of Chicago Law Review, Vol. 77, 2011
Minnesota Legal Studies Research Paper No. 10-65

This Article empirically debunks the common claim that homeowners insurance
policies do not vary across different insurance carriers. It demonstrates that
different carriers' homeowners policies differ radically with respect to numerous
important coverage provisions. It also reports that a substantial majority of
these deviations produce decreases in the amount of coverage relative to the
presumptive industry standard, though some deviations increase coverage.
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http://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=499486
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1687909%23%23
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1687909%23%23

RUTGERS

Center for Risk and Responsibility

The Protection Gap in
Homeowners Insurance:
An Introduction

Jay M. Feinman"*

In the past few years the insurance community has paid increasing attention to the
“protection gap” —the extent to which significant property losses are not covered by
insurance. Because insurance plays an important economic and social role in many
ways, the protection gap is significant to individuals, firms, the communities in which
they reside or operate, and the economy as a whole.

In March 2019, the Rutgers Center for Risk and Responsibility at Rutgers Law School
held a conference on The Protection Gap in Property Insurance. Academics in law and
business, policyholder-side and insurer-side coverage lawyers, regulators, consumer
advocates, and other professionals engaged in insurance issues explored protection
gaps: what they are, where they occur, what causes them, and how to cure them. This
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Protection gaps in home insurance are
triggering concerns about impaired collateral

FIO/FACI Protection Gap Subcommittee

Federal Reserve Bank




Fannie Mae Servicing Requirements

View site information

Home  Selling Guide  Origination thru Closing =~ Subpart B7: Insurance = Chapter B7-3: Property and Flood Insurance

Share

B7-3-02, General Property Insurance Coverage (12/16/2020)

Introduction

This topic contains information on general property insurance coverage, including:

Coverage Requirements

First Mortgages
Second Lien Mortgages.

Construction-to-Permanent Mortgages

Deductible Amount

Coverage Requirements

Property insurance for properties securing loans delivered to Fannie Mae must protect against loss or damage from fire and
other hazards covered by the standard extended coverage endorsement. The coverage must provide for claims to be settled on
a replacement cost basis. Extended coverage must include, at a minimum, wind, civil commotion (including riots), smoke, hail,
and damages caused by aircraft, vehicle, or explosion. Typhoon coverage is required for security properties located in Guam.

Fannie Mae does not accept property insurance policies that limit or exclude from coverage (in whole or in part) windstorm,
hurricane, hail damages, or any other perils that normally are included under an extended coverage endorsement.

Lenders should advise borrowers that they may not obtain property insurance policies that include such limitations or
exclusions, unless they are able to obtain a separate policy or endorsement from another commercial insurer that provides
adequate coverage for the limited or excluded peril or from an insurance pool that the state has established to cover the
limitations or exclusions.




Policy Trends

* % and peril-specific deductibles
* Exclusions/Limitations
— Water damage
— Smoke/Embers (valid/invalid)
— Roof repair limits (charts, ACV only if 10 yrs+)
— Equivalent construction vs. LKQ
— Marring/Cosmetic (hail)
— No payment to match
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Distinct from protection gaps that arise post-wildfires

Dwelling underinsured
— Insurance procured when home was purchased, annual increases not adequate
— Agent/insurer underestimated dwelling replacement value at point of sale
— PSF construction pricing is high in CA, plus post-disaster demand surge
— Client or agent lowballed dwelling valuation to keep premium down

Building Code/Ordinance Compliance endorsement not included(now required
by CA law starting in 2021)

Personal Property only insured for Actual Cash Value, not Replacement value
— “Replacement cost value” (RCV)
— “Actual cash value” (ACV)

Inadequate Additional Living Expense (ALE)/ Loss of Use coverage (CA law
requires 36 mos of payable benefits but doesn’t specify $ amount

Inadequate coverage for Landscaping, Trees, Shrubs
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Two sides

23h-Q

@ Luke Olzawski asked a question @ .

Allsnake has issued a scope and payment for 9 shingles, Hancock
inspector said brittle test was a pass. | haven't dealt with this
shingle before, but | assume it's disco’d... not horizon or chalet.
Their reasoning for repair is due to previous repairs as a result of
leaks in years prior. The repairs don't match already, so Allstate is
saying they don't need to match for the current claim damages.
They used an architectural shingle for past repairs, and obviously
they aren't mat... See More

10 Answers

to the stor

Roofing fraud requires vigilance

News Releases
Videos

NICBin the News

Blog

NICB Informer
Podcast

Reports & Statistics
Y

Events

Media Requests

Regional News

Roofs are among the most expensive components of a house. It is no wonder then that while most roofing
contractors are honest and reputable, fraudsters will commonly use roof repair and replacement as a means to
swindle innocent homeowners. Worse, in the aftermath of major storms or catastrophe, unscrupulous contractors
use the opportunity to prey upon already vuinerable consumers. Common roofing cons include:

False promises: Scammers will say anything to get homeowners to sign on the dotted line, including guaranteeing
an insurance claim prior to approval from the insurance company.

Insisting payment upfront: Some dishonest contractors will insist upon full payment in advance and never
complete, or even start, the job.

Lie about, exaggerate or create damage: In hopes of a larger payday, shady contractors will state damage exists
where none does, exaggerate the scope of damage and necessary repai, or even purposely damage roofs to make it
appear that it sustained damage from a weather event.

Sudden costs: Another scheme by unethical roofers is claiming, once the job has started, unforeseen damage or
increases in material cost and demanding additional money. As a caveat, roof decking cannot be seen prior to
tearing off the shingles and may legitimately need replacement, but the replacement costs should be detailed in the




Roof Material
Age of | Composition Shingle Slate Tile Wood Metal All
Roof Other
3| Tab Archi- All Other
tect./
f f IFTQZ".Z?
Hart ord Roo Chart 0 100% 100% 100% 100% 100% 100% 100% 100%
1 97% 97% 97% 99% 98% 98% 99% 97%
2 94% 94% 94% 98% 96% 96% 98% 94%
3 91% 1% 91% 97% 94% 94% 97% 91%
4 88% 88% 88% 96% 92% 92% 96% 88%
. 5 85% 85% 85% 95% 90% 90% 95% 85%
This chart r epresen ts how 6 82% 82% 82% 94% 88% 88% 94% 82%
many insurers are Iimiting 74 79% 79% 79% 93% 86% 86% 93% 79%
8 76% 76% 76% 92% 84% 84% 92% 76%
coverage by based on roof 9 73% 73% | 73% 91% 82% | 82% | 91% 73%
age, composition, and material. 5 e me e o s ks r o
12 64% 64% 64% 88% 76% 76% 88% 64%
13 61% 61% 61% 87% 74% 74% 87% 61%
14 58% 58% 58% 86% 72% 72% 86% 58%
15 55% 55% 55% 85% 70% 70% 85% 55%
16 52% 52% 52% 84% 68% 68% 84% 52%
17 49% 49% 49% 83% 66% 66% 83% 49%
18 46% 46% 46% 82% 64% 64% 82% 46%
19 43% 43% 43% 81% 62% 62% 81% 43%
20 40% 40% 40% 80% 60% 60% 80% 40%
21 37% 37% 37% 79% 58% 58% 79% 37%
22 34% 34% 34% 78% 56% 56% 78% 34%
23 31%
24 28%
25 25%
26 25%
27 25%
28 25%
29 25%
25%




Roof chart in an
Arizona

Farmers Smart Plan Home™ Policy - Arizona (continued)
Roof Surface Material Type

Age of Roof in Co"z;?:j;}sg“

Years Shown in AllOther

Declarations <=30Yrs >30yrs: Wood Tile Slate Metal Materiai Types

More math, more prObIemS 0 100% 100%  100%  100% 100% 100% 100%

1 96.7% 98% 97.5% 98% 98.7% 98.7% 97%
2 93.3% 96% 95.0% 96% 97.3% 97.3% 94%
3 90.0% 94% 92.5% 94% 96.0% 96.0% 91%
4 86.7% 92% 90.0% 92% 94.7% 94.7% 88%
5 83.4% 90% 87.5% 90% 93.4% 93.4% 85%
6 80.0% 88% 85.0% 88% 92.0% 92.0% 82%
7 76.7% 86% 82.5% 86% 90.7% 90.7% 79%
8 73.4% 84% 80.0% 84% 89.4% 89.4% 76%
9 70.0% 82% 77.5% 82% 88.0% 88.0% 73%
10 66.7% 80% 75.0% 80% 86.7% 86.7% 70%
11 63.4% 78% 72.5% 78% 85.4% 85.4% 67%
12 60.0% 76% 70.0% 76% 84.0% 84.0% 64%
13 56.7% 74% 67.5% 74% 82.7% 827% 61%
14 53.4% 72% 65.0% 2% 81.4% 81.4% 58%
15 50.1% 70% 62.5% 70% 80.1% 80.1% 55%
16 46.7% 68% 60.0% 68% 78.7% 78.7% 52%
17 43.4% 66% 57.5% 66% 77.4% 77.4% 49%
18 40.1% 64% 55.0% 64% 76.1% 76.1% 46%
19 36.7% 62% 52.5% 62% 74.7% 74.7% 43%
20 33.4% 60% 50.0% 60% 73.4% 73.4% 40%
21 30.1% 58% 47.5% 58% 721% 72.1% 37%
22 26.7% 56% 45.0% 56% 70.7% 70.7% 34%
23 25% 54% 42.5% 54% 69.4% 69.4% 31%
24 25% 52% 40.0% 52% 68.1% 68.1% 28%

25%
25%
25%
25%
25%
25%



Pennsylvania example

ROOF VALUE SCHEDULED SETTLEMENT
WINDSTORM OR HAIL LOSSES TO ROOF SURFACING
APPLIES TO FORMS HO 00 02, HO 00 03, and HO 00 05

"Scheduled value loss settlement” SECTION | - CONDITIONS

H [ H This endorsement modifies the Section | - Loss Settlement Condition in the policy form with
repIaCIng repalr or replacement respect to acovered loss for roof surfacing caused by the peril of windstorm or hail. Such loss will
g be subject to scheduled value loss settlement. Therefore, the loss settlement conditions that pertain

cost w/out deduction for

to "repair or replacement cost without deduction for depreciation" are changed as noted below:

depreciation” is a MAJOR reduction TR TR ———

1 Paragraph 1.c.is deleted andreplaced by the following:

In Coverage c. Structures that are not buildings, including their roof surfacing;

The following is added to Paragraph 1:

e. Roof surfacing on structures that are buildings if aloss to the roof surfacing is caused by
the peril of windstorm or hail.Inthe event of aloss due to windstorm or hail, we will pay the
lesser of the following amounts:

1) Therepair cost of the roof surface(s) damaged or destroyed by windstorm or hail;

2) The roof surface payment schedule which is the applicable percentage(s) of the
replacement cost of the roof surface(s) damaged or destroyed by windstorm or hail
asindicated in the Roof Surface Payment Schedule below; or

3) The Limit Of Liability under Dwelling Protection-Coverage A or Other Structures
Protection- Coverage Bshown on the Policy Declarations that applies to the damaged
or destroyed roof surface(s) regardless of the number of buildings or other
structures involved inthe loss.

The applicable percentage in this chart will apply to allroof surface components and installation

including the applicable overhead, profit, labor, increased cost due to the enforcement of

building codes, ordinances or laws regulating or requiring the construction, reconstruction,
maintenance, replacement, repair, relocation or demolition of building structures or other
structures, debris removal, taxes andfees associated with replacement of the roof surface(s).




Restrictive Policy
Language

This policy language defeats
the policyholder’s reasonable
expectation that the policy will
restore the roof to its pre-loss
condition.

Marring is damage, but not
covered.

The blanket hurricane and
named peril exclusions involve
confusing language for the

The following is added under SECTION I - EXCLUSIONS:

Notwithstanding any other provisions within the policy, with regard to property described in COVERAGE
A — Dwelling and COVERAGE B — Other Structures, unless loss is caused by a “Hurricane occurrence”
or “Named Storm,” we do not cover loss to a “Roof surface” or “Roof appliance” caused directly or
indirectly by any of the following:

a. Wear and tear, marring, spatter marks, or deterioration;

b. Displacement or removal of roof surface granules that does not result in fracturing, bruising,

puncturing, or other damage to the base material or underlying mat;
C. Inherent vice or latent defect;

AIIC RWT 01 19 Page 1 of 2

American Integrity Insurance Company of Florida AIIC RWT 01 19

d. Faulty, inadequate, or defective maintenance;
e. Faulty, inadequate, or defective materials used in repair, construction, renovation, or
remodeling;
f. Faulty, inadequate, or defective design, specifications, workmanship, repair, construction,
renovation, or remodeling; or
g. Settling, shrinking, bulging, or expansion, including resultant cracking.
However, we do cover ensuing loss to property described in COVERAGE A — Dwelling and
COVERAGE B - Other Structures, caused directly or indirectly by a. through g. above unless precluded

by any other provision in this policy.

If damage to a “Roof surface” or “Roof appliance” does not involve a “Hurricane occurrence” or “Named
Storm”, and the cause of loss, that is not otherwise excluded or excepted, is the sole or proximate cause
of loss, such loss is covered.




Roofing Age
Exclusionary
Language

"Partial Loss Payment Method”
replaces “Replacement Cost”

PH must prove their roof is under
15 years old, and pay out of
pocket and seek reimbursement.
This disadvantages the average
household operating on a budget
and low income households.
because it requires the
policyholder to replace the roof
out of pocket in order for the
insurance company to reimburse.

Partial Loss Payment Method - Replacement Cost
Including Roof Covering Up To Fifteen Years Old

When a partial loss occurs, the amount we pay for loss to
the dwelling will be the lowest of:

1.

The replacement cost of the damaged part of the
dwelling;

The amount actually spent for necessary repair or
replacement for the damaged part of the dwelling; or

The Amount of Insurance shown on the Declarations
Page for the dwelling.

Loss to roof covering up to fifteen years old will be paid
using Partial Loss Payment Method - Replacement Cost
Including Roof Covering Up To Fifteen Years Old when
you provide verification that your roof covering is less
than fifteen years old. If you provide no verification that
your roof covering is less than fifteen years old, your
roof covering loss will be paid using the Partial Loss
Payment Method - Actual Cash Value Including Roof
Covering Fifteen Years Old Or Greater.

If the replacement cost of the damaged property is more
than $2,500, we will not pay the total cost of repair or
replacement until actual repair or replacement is
completed.




Roof charts almost got codified in
FL (HB 305)

or dispose of; or
) any way to, or assess the effects of;

and/or cooling systems, or similar items, or pi
equipment, masts, connectors, wiring, or the

ubstance, noxious substance, pathogen,
llutant, or any contamination, whether on
lence premises; or

re or replace any land, water, air, building,
srsonal property which is threatened with
fected, damaged, infested, polluted or
itamination.

yyee - means an employee of an insured |
ies related to the ownership, maintenance
lence premises. This includes employees
ar duties elsewhere for an insured if the
residence premises. This does not

while performing duties related to a
red.

34. Scheduled roof payment - means all the esti
reasonable costs to repair or replace covered |
to any roof materials multiplied by the schec
payment percentage. All costs include, but z
to, debris removal, labor, taxes and fees, and z

costs due to any building laws or general con
charges.

35. Scheduled roof payment percentage - mea
applicable percentage in the following chart d
by the age and the actual roof surface material
the date of loss. However, if a different actual a
material can be verified, then damage to that
adjusted ba i




Matching Limitations

A roof with mismatched tile
colors or materials lowers the
value of that property and
voids roof warranties.

. Matching of Undamaged Property. In

case of damage to property, we will not
pay to repair or replace undamaged
property due solely to:

a. Mismatch of color between undamaged
material and new material used to
replace faded, weathered or oxidized
damaged material; or

b. Mismatch between undamaged material
and new material used to repair or
replace damaged material due to
outdated, obsolete or discontinued
products.

The following is added to item 5. Matching of
Undamaged Property:

However, when the replaced items do not
match in quality,| color or size, we will make
reasonable repairs or replacement of items in
adjoining areas.




Smoke damage

14. Undetectable Wildfire Or Brushfire Particles
This means:

a. Any type of smoke, soot, char, ash, particles, matter, material, other
byproduct or debris, or odor that is produced, emitted or released during
or directly resulting from or following a wildfire or brushfire event that is
undetectable by unaided human senses means without requiring
equipment, including, but not limited to, microscopes or laboratory testing.

b. The exclusion applies to costs to test for, monitor, clean up, remove,
contain, treat, detoxify, neutralize, deodorize, or in anyway respond to or
assess the effect of Undetectable Wildfire Or Brushfire Particles. It also
applies to costs to neutralize of deodorize odor unless odor is detectable
on your "residence premises” more than 30 days following the declaration
of full containment of the wildfire or brushfire by a governmental
authority..

About our decision

Our investigation showed that there is no sign of detectable resulting odor
or damage resulting from this event, therefore we have denied coverage in
its entirety. At any time, we reserve the right to add or amend this Denial




Possible solutions:

* NY form fire policy as a national minimum

* NAIC Model Regulation of “Essential
Benefits” in the context of home insurance

 Increased regulator resources and pro-
activity in reviewing and disapproving
policy language



Questions:

Amy.bach@uphelp.org

www.uphelp.org
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