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A Letter from William J. Hold, President/CEO 

 
 

We know that choosing the right professional development programs to strengthen your career 
can be challenging. There are many options for you to choose from; so how can you be sure 
that your time, efforts, and money are being invested and not wasted? 

By becoming a committed participant of The Alliance, you can rest assured that you are also 
making the best educational choice for your career—no matter what step of your learning path 
you are on. 

 
For the last 50 years, our designations have been regarded throughout the industry as symbols 
of quality and trust. Our practical courses are taught by active insurance and risk management 
practitioners, include polices and forms currently used in the field, and guide you through real-
world scenarios to give you a deeper understanding of what your clients are facing today. The 
knowledge and skills you develop in any one of our courses (or designation programs) can be 
put to use immediately. 

 
You will build long-lasting relationships with your clients, stay ahead of industry trends, 
emerging risks, and products that are constantly evolving in our dynamic market. You will have 
access to the industry’s latest learning materials and will be the first to hear about new courses. 
With a learning path customized to fit your needs, you will be better equipped to protect your 
clients. 

 
Have no doubt that your success is our priority. Whether you are new to your career, or a 
seasoned professional, you are about to embark on a wonderful professional development 
journey. Thank you for choosing the Risk & Insurance Education Alliance as your guide toward 
a thriving career. 

 
Let’s take the first step. 

 

 
William J. Hold, M.B.A., CRM, CISR 
President/CEO 
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II. Prior to 1986, the standard CGL policy excluded 
coverage for an insured’s work — the “your work” 
exclusion — and did not contain an exception for property
damage caused by a subcontractor’s work. Beginning in 
1986, the CGL policy contained such an exception to the 
“your work” exclusion.

Question: If defective construction was not an 
occurrence, then there would be no need for the 
subcontractor exception to the “your work” exclusion.

Two Important Items
I. The GC (upper tier) will have coverage ONLY if they 
are legally liable for the actions of the SUB. GC’s are 
NOT usually responsible for a SUB’s actions, unless 
they negligently hire them, fail to supervise them,  or 
the work is inherently dangerous.  This is NOT 
automatic coverage.

19



3/7/25

11



3/7/25

12



3/7/25

13



3/7/25

14



3/7/25

15



3/7/25

16



3/7/25

17



3/7/25

18



3/7/25

19



3/7/25

20



3/7/25

21



3/7/25

22



3/7/25

23



3/7/25

24



3/7/25

25



3/7/25

26



3/7/25

27



3/7/25

28

56



3/7/25

29

57

58



3/7/25

30

59

60



3/7/25

31

61

64



3/7/25

32



3/7/25

33



3/7/25

34

Pennsylvania Case



3/7/25

35



3/7/25

36



3/7/25

37



3/7/25

38



3/7/25

39



3/7/25

40



3/7/25

41



3/7/25

42



3/7/25

43



3/7/25

44



3/7/25

45



3/7/25

46

94



3/7/25

47

95

96



3/7/25

48

97

98



3/7/25

49

99

100



3/7/25

50



3/7/25

51



3/7/25

52



3/7/25

53



3/7/25

54



3/7/25

55



3/7/25

56



3/7/25

57



3/7/25

58

117

118



3/7/25

59

119



3/7/25

60



3/7/25

61

IRMI- 2022



3/7/25

62

126

SDVLAW.COM- 2024



3/7/25

63

128

129



3/7/25

64

130

131



3/7/25

65

132

133



3/7/25

66

135



3/7/25

67

136



3/7/25

68

138



3/7/25

69



3/7/25

70



3/7/25

71



3/7/25

72



3/7/25

73



3/7/25

74



3/7/25

75



3/7/25

76



3/7/25

77



3/7/25

78



3/7/25

79



3/7/25

80



3/7/25

81



3/7/25

82

167



3/7/25

83



3/7/25

84



3/7/25

85



3/7/25

86



3/7/25

87

176



3/7/25

88

178

179



3/7/25

89



3/7/25

90



3/7/25

91

184

185



3/7/25

92

187



3/7/25

93

188

189



3/7/25

94

190

191



3/7/25

95

192

193



3/7/25

96

194

195



3/7/25

97

196

197



3/7/25

98

198

199



3/7/25

99

201



3/7/25

100

202

203



3/7/25

101

204

205



3/7/25

102

206

207



3/7/25

103

208

209



3/7/25

104

211



3/7/25

105

212

213



3/7/25

106

214



3/7/25

107

216

217



3/7/25

108



3/7/25

109



3/7/25

110

222

223



3/7/25

111

225



3/7/25

112

226



3/7/25

113



3/7/25

114



3/7/25

115



3/7/25

116



3/7/25

117



3/7/25

118



3/7/25

119



3/7/25

120



3/7/25

121



3/7/25

122

246



3/7/25

123



3/7/25

124



3/7/25

125



3/7/25

126

Options

Back to index

New question

Email

Print

Search

Search index

Search this page

Information

Ask PIA Index > New York > Commercial auto

Loading/unloading is "use" in NYS 

We insure a moving company with an ISO Truckers Coverage 
Form. The movers damaged a building while carrying furniture 
off a truck and getting it inside. The insurer is denying this 
claim. Are they correct? 

By implication, the "Handling of Property" exclusion (number 7) leaves 
in place coverage for the process of moving property from the auto to 
its final delivery place. Unfortunately, in New York, it is not so simple, 
because the entire "Handling of Property" exclusion (along with its 

exception) is not a permitted exclusion (see the CA 01 12 endorsement).

This brings us back to the insuring agreement, which promises to pay damages 
caused by the auto's "use." "Use" of the auto, for coverage purposes, is subject to 
interpretation through case law. We believe your trucker is covered, since the New 
York courts have consistently interpreted "use" to include loading and unloading 
activities (see B. & D. Motor Lines v. Citizens Casualty Co. of New York, 1943, 181 
Misc. 985, 43 N.Y.S. 2d 486).
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"An unusual claim came up last week, and the initial indication from the 
adjuster is that it is going to be denied. I would like your thoughts on 
whether or not you think there is coverage.

“The situation is this. Our insured owns a popular, upscale art and frame 
shop in town. One of her customers purchased a large, original painting by a 
local artist. An employee was attempting to load it into the customer’s car, 
when he lost his balance, and the heavy frame struck the customer in the 
head. He had some injury to his eye, and a mild concussion. In addition, the 
frame put a big dent in the trunk lid of his new Lincoln, and also cracked the 
rear window. The frame and canvas of the painting were damaged as well.

“The insurer’s initial response to us has been that loading and unloading of 
autos is excluded by the BOP/CGL, and the claim should be submitted to the 
insured’s BAP.’ As it turns out, our insured’s business owns no autos, thus 
they have no BAP. Should we have written hired/non-owned auto coverage 
for the claim to be covered?

“We have not received the insurer’s written denial yet, but I wanted to do 
my homework on the coverage issues beforehand, so I can decide how to 
proceed.”

260

261



3/7/25

130

262



3/7/25

131



3/7/25

132

267



3/7/25

133

268

269



3/7/25

134

270



3/7/25

135



3/7/25

136



3/7/25

137

276

277



3/7/25

138

278

279



3/7/25

139

280



3/7/25

140

282

283



3/7/25

141

284

285



3/7/25

142

286

287



3/7/25

143

289



3/7/25

144

290

291



3/7/25

145

292





 

James K. Ruble Seminar 

Section 2 

Contractual Liability 
Confusion 

&&&fnj$Notebooks$20200129NVRGS$20200129NVRGS_SH_2fn&&& 

%%%2%%% 

a proud member of Risk & Insurance Education Alliance 



 

















































































































































Danger in the 
surplus-lines zone



PIANJ has heard from members about a disturbing development with 
general liability policies written in the surplus-lines market. They are 
seeing third-party over exclusion endorsements routinely added on 
property owner policies written by surplus-lines insurers. This has 
significant implications for property owners when they are sued by a 
worker who is injured on their premises.

Suppose a landlord or property owner hires a contractor to paint the 
building. The contractor’s employee falls off a ladder provided by the 
property owner and injures himself. The employee files a lawsuit against 
the property owner alleging negligence in providing a defective ladder. 
As a provision of the painting contract, the contractor agreed to indemnify 
the property owner against liabilities that may arise from the performance 
of the work and name the property owner as additional insured. In this 
way, the property owner is attempting to shift potential liability onto the 
contractor.

However, it frequently turns out the contractor has a third-party over 
exclusion on his commercial liability policy; that is, there is no coverage 
for workers injured at the premises. Consequently, the additional insured 
property owner has no coverage and the indemnification of the property 
owner is not funded by the contractor’s policy. And, in the case of casual 
transactions, there typically is no service contract with an indemnification 
agreement or an obligation to provide additional insured status.

That’s bad enough, but since surplus-lines insurers are adding 
these restrictive endorsements to the property owner’s 
commercial liability policy, there is no coverage in the property 
owner’s policy to back up the contractor’s failed coverage. The 
result is that the property owner must rely on the contractor’s 
other financial and tangible assets to fulfill the agreement to 
indemnify, if there even is a service contract to fall back on.

Since these restrictive endorsements are being added to 
surplus-lines policies, they are going to be nonstandard forms. 
This requires careful review of the endorsements to understand 
the impact on coverage. To avoid errors-and-omissions 
problems, be sure to document your disclosure to the property 
owner. Of course, the first line of defense is the contractor, so the 
property owner should attempt to hire contractors by written 
agreement and try to avoid these exclusions in their policies.
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Cannabis, an Evolving Topic—
It’s Not Just a Drug!

Casey Roberts, CIC, ACSR, AFIS, CAIP, PLIC

#

• A brief history of cannabis in the US

• How the 2018 Farm Bill changed the landscape

• Current ISO policy challenges

• Other related insurance issues for hemp and cannabis
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A Brief History Of Cannabis—
in the U.S. and the Rest of the World

#

• Herodotus, Greek historian and geographer, makes a reference to
Scythian cannabis steam baths (484 – 425 BCE?).

• Scythians, nomadic Siberian people (900–200 BCE), use hemp flowers
on hot stones.

• They then enjoy the smoke that emanates.

• It is reported that the Scyths, “Shout for Joy,” after enjoying the baths.

4

3
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#

• Pliny the Elder, a Roman writer, records several medical uses (23–79
CE).

• Greek writers report the use of cannabis in treating horses, especially
for dressing sores and wounds—and for treating humans as well!

• Recreational consumption of cannabis seeds is attested first by the
comic poet, Ephippus, in the 4th century BCE and again by the scientist
and philosopher, Galen, in the second century CE.

• Journal of Cannabis Therapeutics, Vol. 2, 2002, Issue 2

5

#

• Spaniards brought it to Chile for use as a fiber in 1545.

• Cultivation occurred around 1600 with Jamestown settlers.

• Primary uses entailed:
• Fiber
• Cloth
• Rope

6
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#

1619 theAssembly ofVirginia passed legislation—required every farmer to
grow hemp.

This came out of an order by the King of England.

Hempwas a necessary product in England, and its growth in theColonies
was greatly encouraged by the Crown as a result.

Washington and Jefferson both grew it on their properties.

7

#

• Growth (pun intended) continued in the U.S. until well after the
Civil War.

• Its impact, however, lessened due to multiple developments
including:

• The development of iron cables (replacement for rope)
• Cheaper alternatives—growth of jute
• Other agricultural staples became more profitable—tobacco

was one of the primary alternative crops.

8
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#

• Used as a medicinal from the 1850s until 1937.

• Minor recreational use occurred during this time.

• Volstead Act came into play in 1920.

• Some then considered cannabis as an attractive alternative.

• Mexican immigrants to the U.S. during that time brought marijuana 
with them as their primary intoxicant. 

9

#

• 1937 Passage of the Marijuana Tax Act

• Criminalized marijuana

• Placed all cannabis under the regulatory reach of the U.S. 
Treasury

• Taxing of such (all cannabis) made hemp cultivation problematic 
for farmers.

10
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• Access to Manila hemp fiber from the Philippines was shut down.
• Jute from India also difficult to procure.

• U.S. formed War Hemp Industries, Inc.
• 1942 farmers planted 36,000 acres of hemp.

• After the end of the war, imports increased.
• Local production again dried up due to the reinstitution of pre-war

legal restrictions.

11

#

• Allowed universities and State Departments of Agriculture to grow
hemp.

• Only allowed if used for research purposes.

• They had to register with their respective states.

• Also required that they be subject to various state laws and
regulations regarding the production of hemp.

12
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• Prior to its passage, 41 states had passed industrial hemp-related
legislation.

• This was done primarily to differentiate it from marijuana.

• Farm Bill altered the legal status of cannabis sativa L, as long as its THC
levels were no more than 0.3% on a dry weight basis.

• Amended the Controlled Substances Act (CSA) and Agricultural
Marketing Act of 1946 (AMA).

13

#

• This redefined the definition and treatment of industrial hemp at the
Federal level.

• Prior to passage of the FB of 2018—ANY FORM of cannabis was
treated as a controlled substance under the CSA.

• Even with the FB passage—many items were still required to be met to
legally grow hemp.

14
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#

• With its passage, 90,000 acres of hemp were planted in 2018—the
largest amount since 146,000 in 1943.

• By the end of 2019, hemp was allowed to be planted legally in all
states, except…
– Idaho
– Mississippi
– South Dakota

15

#

• Effectively, the passage of the 2018 Farm Bill meant…
• Hemp is removed from being a scheduled 1 drug.
• Hemp is removed from being treated as a controlled substance.
• Individuals with felony convictions may not produce it.
• States and tribes do retain a right to regulate its production.
• States and tribes are therefore no longer allowed to prohibit—

– Its transportation
– Its shipment
– The shipment of hemp products

16
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Proper licensing of the grower is required.

USDA is the issuer of the initial license.

Crops are to be tested within 15 days of their anticipated harvest date.

Testing of the hemp crop is to be handled by an approved FDA lab.

If it tests within the 0.3% limit ofTHC as measured by dry weight—it is then considered to be
hemp.

17

#

• If it is above the 0.3% limit, it is considered cannabis, and as such the
hemp crop must be destroyed.

• Farmer could potentially be considered negligent.

• Three negligent findings in five years makes the farmer ineligible to
grow hemp for the next five years.

• Documentation of measurements and destruction of the crop is
required and must be done by an approved company.

18
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Crop Insurance and Hemp

#

• 2019 USDA published a pilot program for hemp production.

• It provided APH (Actual Production History) coverage under the MPCI
(Multi-Peril Crop Insurance).

• Certain counties were allowed to participate in the states of:
– Alabama, California, Colorado, Illinois, Indiana, Kansas, Kentucky,

Maine, Michigan, Minnesota, Montana, New Mexico, New York,
North Carolina, North Dakota, Oklahoma, Oregon, Pennsylvania,
Tennessee, Virginia, Wisconsin

20
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#

• Initially coverage is provided for hemp that is grown for fiber, grain, or 
CBD for the 2020 crop year.

• To participate in the crop insurance program, the farmer must be in 
compliance with numerous laws.

• Federal, State, and Tribal all apply.

21

#

• At least one year of prior hemp production.

• Have a settled contract for the sale of the hemp crop.

• Must be part of a state or university research pilot—or licensed under 
a USDA Ag Marketing Service interim rule issued in October 2019.

• Crops which are “too hot” are not a covered loss.

• Hemp does not quality for replant payments or prevented plant 
payments under MPCI.

22
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• These clarified how the amount of insurable acreage is determined if 
the processor contract specifies both an acreage and a production 
amount.

• Updated rules include—
– Licensing
– Record keeping
– Procedures for testing the THC levels of the crop
– Procedures for disposition of non-complying plants
– Procedures for handling violations

23

#

• 2021 producers insured some 12,189 acres.

• 59 policies issued to protect $10.9 million in liabilities.

• APH policy is now available through these programs—
– Whole Farm Revenue Protection
– Nursery Crop Insurance Program
– Nursery Select Pilot Crop Insurance Program

24
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• This program is available via the USDA Farm Service Agency for
losses against the following where no permanent crop insurance
program is available.

– Lower yields
– Destroyed crops
– Prevented planting

25

#26
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• In 2021, U.S. Producers planted 54,500 acres of indoor and outdoor hemp.

• 2022 plantings reduced to 28,400 acres—a 48% decline.

• 2021 production valued at $824m—2022 production valued at $238m.

• CBD sales are predicted to grow to $4.5B in 2024—could go as high as $6B
with positive guidance from the FDA.

• In January 2023, FDA said it wouldn’t regulate CBD products because its
existing regulatory frameworks were inadequate.

• FDA punted to Congress.

27

#

• In 2019, that state planted some 26,500 acres.

• 2020 saw only 5,000 acres planted.

• Last two years (2021 – 2022) have seen only about 1,000 acres
planted.

• Mostly planted for CBD production.

• Number of growers shrank from 978 in 2019 to 240 in 2022.

28
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Hemp vs. Marijuana/Cannabis—
The Differences

#30

29

30
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• Cannabis is a genus of flowering plants in the cannabaceae family.

• There are three primary species—
o Cannabis sativa
o Cannabis indica
o Cannabis ruderalis

31
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• It has thick foliage but is short in stature—
20–25 inches.

• It is not known to be highly psychotropic.

• Its primary use is as a source of genetic
material for breeders and cultivators.

• It is used because it thrives in more
northerly climates and grows faster than
the other two primary species.

33

#

• It is not used for chemical, textile, or typical industrial uses or
products.

• The true value of Cannabis ruderalis lies in its abilities to autoflower
and to grow quickly.

• Breeders have crossed common cannabis strains with C. ruderalis to
improve growing time and flowering without decreasing
cannabinoid content.

• Its main use—is as a breeding plant.

34
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• Grows three-to-six-feet tall, a bushy plant
with rounder leaves than sativa.

• It is often grown indoors because of its
stature.

• It is the preferred plant of “stoners.”

• It flowers faster than sativa—used for
hashish due to its higher resin count.

35

#

• Most indicas have a higher CBD content than sativas (which tend to be
more abundant in THC).

• Uses include:
– The promotion of sleep
– Stress and anxiety relief
– Inflammation decrease and pain reduction

36
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• It grows to heights of 15 feet.

• It flowers more slowly than other species.

• It grows best in hotter climates.

• It is relatively high in THC, though not as 
high as indica.

• It is often grown outdoors due to its height.

• It is the most common choice of smokers.

37

#

• A plant with various uses—it is the most versatile of all cannabis plants.

• This is one of the oldest medicinal plants used by humans.

• It is used as an additive for food products.

• It is used in hempseed oil production.

• Used in the manufacture of fiber, paper, and rope.

• Used in building materials.

38
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• Varieties of cannabis that contain 0.3% (or less) of THC content (dry
weight) are classed as hemp.

• Generally used to describe non-intoxicating cannabis that is harvested
for industrial uses.

• Believed to be one of the first cultivated crops.

• Used in food, rope, clothing, paper, and housing materials.

39

#

• Tetrahydrocannabinol (THC)

• THC is the principal psychoactive constituent of cannabis.

• Cannabis plants and derivatives that contain no more than 0.3
percent THC (dry weight) are no longer controlled substances under
federal law.

• This definition is the direct result of the 2018 Farm Bill.

40
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• Hemp, as commonly described, are cannabis sativa plants containing 
no more than 0.3% of THC when measured by dry weight.

• Cannabis is the term used to describe varieties of the cannabaceae 
family that contain greater than 0.3% when measured by dry weight.

41

#

• The work of Canadian, Dr. Ernest Small, entitled The Species Problem 
With Cannabis, published in 1971—was written primarily to establish a 
biological taxonomy.

• Set the dividing line at 0.3%.

• Adopted as the US government standard.

• European Union has adopted a 0.2% standard.

42
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• Composition
– THC content is of paramount importance.

• Legality
– The line of 0.3% or less of THC content is critical.

• Cultivation
– Hemp is grown in extremely dense plantings—cannabis with greater

plant separation does not allow for more flowers.
• Usage

– Cannabis is known for its hallucinogenic qualities.
– Hemp is valued for its industrial uses.

43

#

• CBD stands for cannabidiol.

• It is the second most prevalent of the active ingredients of cannabis.

• CBD is an essential component of medical marijuana.

• It is derived directly from the hemp plant.

• It is non-hallucinogenic.

44

43

44

12/2023 Casey Roberts, CIC, ACSR, AFIS, CAIP, PLIC
Cannabis, An Evolving Topic - It's Not Just a Drug!

Page 22



Insurance Challenges, Coverages,
Exclusions, and Endorsements

#

FP 00 13 04 16 – Farm Property – Farm Personal
Property Coverage Form

FP 10 60 04 16 –Causes of Loss Form – Farm
Property

FL 00 20 04 16 – Farm Liability Coverage Form

46
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• Allows the insured to select coverage for various types of Farm
Personal Property, among those are:
o Grain, threshed seeds and beans, ground feed, silage,

“livestock” feed, fodder—
Fodder—is food, especially dried hay or feed, for cattle and
other livestock.
Silage—is grass or other green fodder compacted and stored in
airtight conditions, typically in a silo, without first being dried,
and used as animal feed in the winter.

47
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• Hemp can be used as a feed and meets the definition of fodder.

• If it is stored in the open as fodder—then it would be subject to a
potential stack limit of $10,000 in value (unendorsed).

• If in a stack in the open, then the covered causes of loss would
only include fire or lightning, windstorm or hail, vandalism,
vehicles, and theft.
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• One form provides covered causes of loss including Basic, Broad,
or Special.

• Hemp would only (at best) be covered for Basic or Broad.
• Note: Basic includes loss by theft.

• There would be no coverage for growing crops.

• There is no coverage for intentional destruction of a crop due to
higher than acceptable THC levels.

49

#

• The production of crops—including hemp—meets the definition of
“farming,” and so liability coverage would apply.

• Exclusion 2.x would seem to apply if the THC levels were to exceed the
0.3% limitation of content measurement.

• Exclusion 2.x is the Controlled Substances exclusion – it deletes BI
and PD coverage arising out of the use, sale, manufacture, delivery,
transfer or possession by any person of a Controlled Substance(s) as
defined by the Federal Food and Drug Law at 21 U.S.C.A. Section 811
and 812.
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• CG 00 01 04 13—Commercial General Liability Coverage Form
• Farm related endorsements—
o FL 04 11 04 16 used in conjunction with CG 00 01 when

insuring farms
o FL 04 12 04 16 used in conjunction with CG 00 01 when

insuring farms
o FL 04 37 04 16 used in conjunction with CG 00 01 when

insuring farms
• Multiple Cannabis endorsements and exclusions used with the

CG 00 01

51

#

Unendorsed the CGL provides no obvious coverage issues with
cannabis.

However, insurers utilize multiple exclusionary endorsements
applicable to both cannabis and hemp when it comes to BI & PD.

When theCGL is used to insure farms and farming operations,
then a number of farm related coverage forms come into play.

52
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• Used with the CG 00 01—provides Personal Liability coverage for the
farm owner/operator.

• Operates similarly to the Personal Liability language one would see in a
Homeowners product.

• Contains the same exclusionary language that is seen in the FL 00 20.

• This is in exclusion A. 2. r. Controlled Substances.

53
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Basic Farm Premises Liability, FL 04 12 04 16

Broad Farm Premises Liability, FL 04 37 04 16

Both forms define “farming,” and the uses as previously discussed
would not preclude coverage.
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• CG 40 14 12 20, Cannabis Exclusion

• CG 40 15 12 20, Cannabis Exclusion With Hemp Exception

• CG 40 16 12 20, Cannabis Exclusion With Hemp And Lessors Risk
Exceptions

• NOTE: The initial endorsement issue dates of each of the
preceding were 12/19. The ONLY difference between the 12/19
and 12/20 endorsement dates is the insertion of the preposition
“of” in the portion of the language regarding wrongful eviction,
etc., in lieu of “or.”

55
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• This insurance does not apply to:
• 1. "Bodily injury", "property damage" or "personal and advertising

injury" arising out of:
• a. The design, cultivation, manufacture, storage, processing,

packaging, handling, testing, distribution, sale, serving, furnishing, 
possession or disposal of "cannabis"; or

b. The actual, alleged, threatened or suspected inhalation, ingestion,
absorption or consumption of, contact with, exposure to, existence
of, or presence of "cannabis"; or

• 2. "Property damage" to "cannabis”.
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• This exclusion applies even if the claims against any insured
allege negligence or other wrongdoing in the supervision,
hiring, employment, training or monitoring of others by that
insured, if the "occurrence" which caused the "bodily injury"
or "property damage", or the offense which caused the
"personal and advertising injury", involved that which is
described in Paragraph A.1. or A.2. above.

57
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• B. The exclusion in Paragraph A. does not apply to "personal and
advertising injury" arising out of the following offenses:

• 1. False arrest, detention or imprisonment; or

• 2. The wrongful eviction from, wrongful entry into, or invasion of
the right of private occupancy of a room, dwelling or premises that
a person occupies, committed by or on behalf of its owner, landlord
or lessor.

58
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• C. The following definition is added to the Definitions section:

• "Cannabis":

• 1. Means:

• Any good or product that consists of or contains any amount of
Tetrahydrocannabinol (THC) or any other cannabinoid, regardless of
whether any such THC or cannabinoid is natural or synthetic.
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• 2. Paragraph C.1. above includes, but is not limited to, any of the
following containing such THC or cannabinoid:

a. Any plant of the genus Cannabis L., or any part thereof, such as
seeds, stems, flowers, stalks and roots; or
b. Any compound, by-product, extract, derivative, mixture or
combination, such as:

(1) Resin, oil or wax;
(2) Hash or hemp; or
(3) Infused liquid or edible cannabis;
whether or not derived from any plant or part of any plant
set forth in Paragraph C.2.a.
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Contains the exact same language regarding the following as seen in the Cannabis
ExclusionCG 40 14:

BI/PD PI/AI exclusion

“Property Damage” to “cannabis”

Definition of “cannabis”

Personal andAdvertising Injury language exception

61

#

• B. The exclusion in Paragraph A. does not apply to:
• 1. "Bodily injury", "property damage" or "personal and advertising

injury" arising out of goods or products containing or derived from
hemp, including, but not limited to:

a. Seeds;
• b. Food;
• c. Clothing;
• d. Lotions, oils or extracts;
• e. Building materials; or
• f. Paper.
• 2. "Property damage" to goods or products described in Paragraph

B.1. above.
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• However, Paragraphs B.1. and B.2. above do not apply to the extent
any such goods or products are prohibited under an applicable state or
local statute, regulation or ordinance in the state wherein:

(1) The "bodily injury" or "property damage“ occurs;
(2) The "occurrence" which caused the "bodily injury" or "property
damage“ takes place; or
(3) The offense which caused the "personal and advertising injury"
was committed.
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• 3. "Personal and advertising injury" arising out of the following
offenses:
a. False arrest, detention or imprisonment; or
b. The wrongful eviction from, wrongful entry into, or invasion of
the right of private occupancy of a room, dwelling or premises that
a person occupies, committed by or on behalf of its owner, landlord
or lessor.
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• Same language as in the preceding CG 40 15—adds this language:
• B. The exclusion in Paragraph A. does not apply to:
• 3. "Bodily injury", "property damage" or "personal and advertising

injury" arising out of the ownership, maintenance or use of a premises
• leased to others by you; or

• The OR portion is simply the previous give back of coverage regarding
PI & AI arising out of false arrest, detention, imprisonment, and the
wrongful eviction from, wrongful entry into, etc.

65
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CG 23 04 12 20, CannabisActivity CoverageAggregate Limit

CG 23 05 12 20, Cannabis ExclusionWith Hemp Exception SubjectTo
HempAggregate Limit

CG 23 06 12 20, Cannabis ExclusionWith Designated Product orWork
Exception SubjectToCannabis Products/CompletedOperations
Aggregate Limit
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• Contains the same definition of “cannabis” as shown previously.

• Provides for a scheduled aggregate limit for injury or damage arising out
of “cannabis activity” under coverages A., B., C.—limit will be shown in
the Schedule or on the Decs.

• Two other exclusions are also added:
– “Cannabis activity” that occurs when a required license is not in effect.
– “Cannabis activity” that is not permissible under state or local law.

67

#

• The exclusion regarding “Cannabis activity” that is not permissible
under state or local law—does not apply to BI or PD for which an
insured may be held liable by reason of an applicable state or local
statute, regulation or ordinance imposing such liability for;

• a. Causing or contributing to the intoxication of any person; or
• b. The selling, serving or furnishing of "cannabis" to a person who is

under:
(1) The legal age for "cannabis" consumption; or
(2) The influence of "cannabis".
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• D. For the purposes of the coverage provided under this endorsement,
the following definitions are added to the Definitions section:

• 1. "Cannabis activity" means the design, cultivation, manufacture,
processing, packaging, handling, testing, storage, distribution, sale,
serving, furnishing, use, possession or disposal of "cannabis".

69

#

• With the same definitions as previously reviewed—

• Allows insurers to exclude cannabis related exposures while providing
for an exception to BI, PD, PI, AI arising out of goods or products
containing or derived from hemp.

• Subject again to the Schedule or Limits shown on the Decs.
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• Precludes coverage for BI or PD included in the products-completed
operations-hazard arising out of a range of cannabis-related activities.

• Endorsement stipulates that the exclusion does not apply to specific
products or work listed in the endorsement's schedule, subject to a
"cannabis products/completed operations aggregate limit."

• Wording is same as shown in the CG 40 14 Cannabis Exclusion, IE:
– Exclusion applies during the entire life cycle of cannabis.
– Excludes situations involving contact with cannabis.
Applies even if there are allegations of negligent supervision, hiring, etc.
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CP 00 10 10 12, Building & Personal Property Coverage Form

CP 10 30 09 17, CausesOf Loss – Special Form

CP 99 03 12 19, Cannabis Exclusion

CP 99 04 12 19, Cannabis ExclusionWith Hemp Exception

CP 10 34 10 12, ExclusionOf Loss DueTo By Products of ProductionOr Processing
Operations (Rental Properties)

CP 99 06 10 21, Cannabis Coverage
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• Cannabis and/or Hemp would qualify as BPP or BPP of Others.

• Hemp is not considered to be contraband—so the Property Not
Covered language of A. 2. e. would not apply.

• Property Not Covered language applies to grain, hay, straw, or other
crops while outside of buildings.

• If the government were to seize/destroy it, then no coverage would
apply (this is a Cause of Loss exclusion applicable in all COL forms).

73
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• Amends the Property Not Covered language to include “cannabis.”

• The definition of “cannabis” as reviewed previously is the same in this
form.

• Also excludes any Business Income loss (with or without extra
expense) under the CP 00 30, CP 00 32, and CP 00 50 (EE form).
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• “Cannabis” is added to Property Not Covered.

• Definition of “cannabis” remains as previously reviewed.

• Provides for the same exceptions applicable to Hemp as previously
reviewed—if Hemp is not prohibited by state or local statute,
regulation, or ordinance.

75
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• Could be a problem for a tenant or landlord (lessor) if there were to be loss
or damage to a rental building or unit in the building shown in the Decs.

• Applies to the whole building and BPP—not just the affected unit.
• Excludes coverage caused by or resulting from smoke, vapor, gas, or any

substance released in the course of production operations or processing
operations performed at the rental unit(s) described in the Schedule. This
exclusion applies regardless of whether such operations are:
– 1. Legally permitted or prohibited;
– 2. Permitted or prohibited under the terms of the lease; or
– 3. Usual to the intended occupancy of the premises.
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This endorsement provides an opportunity for the insured to purchase coverage for
four (4) distinct coverage areas:

1.Your Cannabis Stock

2. Cannabis StockOfOthers

3. Cannabis Business Income

4. Cannabis Extra Expense

77

#

• Endorsement starts with a “Cannabis” exclusion
• That definition follows verbatim the language we have already

reviewed in the CG 40 14 12 20—Cannabis Exclusion
• Each of the endorsement’s four optional coverages then specifies that

its provisions do not apply to goods or products containing or derived
from hemp

• It then provides us with the same litany of items used previously in the
description in regards to Hemp
– Seeds, food, clothing, lotions, oils, extracts, building materials or

paper
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• The schedule on the form requires us to indicate which of the four
coverages is desired

• The Cause of Loss also needs to be selected and shown on the
schedule – Basic, Broad, Special

• Endorsements that may restrict or supplement coverage provided by
the endorsement are to be indicated on the schedule

• An optional deductible may be chosen for “cannabis stock” – be it the
insured’s or others

• Cannabis Stock can also be subject to “Market Value” language as
shown on the endorsement

79

#

• Your Cannabis Stock
– Provides coverage for direct physical loss of or damage to as long as:

• It is permitted under an applicable statute, regulation or ordinance
• As long as its loss is by a covered cause of loss

– Deletes from Property Not Covered insured’s “Cannabis Stock”
– Deletes from Property Not Covered the growing crops description
– If “cannabis” “stock” is being cultivated

• Only applies to cannabis being grown in a greenhouse or other
building designed for the indoor commercial cultivation of such

80
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• Cannabis Stock of Others
• Follows the same language as in the preceding slide regarding direct

damage and causes of loss
• Same greenhouse or cultivation language applies as well as the

removal of cannabis from Property Not Covered
• Payment for loss or damage will only be for the account of the owner

of the stock
• Most that will be paid is the amount shown in the schedule
• Amount in the schedule is part of and not in addition to the limit of

insurance shown I the Decs for Property Of Others

81
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• Valuation of Stock is at Replacement Cost without deduction for
depreciation EXCEPT WHEN:

• 1. Cannabis Stock Of Others is subject to a written contract governing
the insured’s liability for loss – not to exceed the lesser of the
Replacement Cost or the applicable Limit Of Insurance

• 2. That which has been sold but not delivered is at the selling price less
discounts and expenses insured otherwise would not have had

• 3. That which is subject to “market value” is valued at such “market
value” less unpaid taxes and paid or determined taxes that are
refundable pursuant to applicable law
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• “Market Value”, as used in this endorsement, means the price which
the property might be expected to realize if offered for sale in a fair
market at the time of loss or damage.

83

#

• Cannabis Business Income
• If a limit is shown on the schedule, that limit applies to the insured’s

loss of income due to a slowdown or cessation of their business which
is attributable to “cannabis activity”

• Activities must be allowed by appropriate state or local law
• “Cannabis activity” means the design, cultivation, manufacture,

processing, packaging, handling, testing, storage, distribution, sale,
serving, furnishing, use, possession or disposal of “cannabis”

• Most that will be paid is the amount shown on the schedule and DOES
NOT increase the applicable Business Income limit
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• Cannabis Extra Expense
• Pays the necessary Extra Expense incurred during the “period of

restoration” that would not have been incurred had there been no direct
physical loss or damage at the premises described

• Must be by a covered cause of loss and to loss of “your cannabis stock”
or “cannabis stock of others”

• Applies ONLY to expense incurred to avoid or minimize the “suspension”
of business and to continue “operations”, or to minimize “suspension” if
the insured cannot continue such “operations” as long as those
operations are permitted under law

• Most paid will be the amount shown in the schedule which is also part of
the existing limit of insurance for Business Income shown in the Decs

85

#

• BP 00 03 07 13, Businessowners Coverage Form
• BP 15 30 09 19, Cannabis Property Exclusion
• BP 15 31 09 19, Cannabis Property Exclusion with Hemp Exception
• BP 15 32 09 19, Cannabis Liability Exclusion
• BP 15 33 09 19, Cannabis Liability Exclusion With Hemp Exception
• BP 15 34 09 19, Cannabis Liability Exclusion With Hemp and Lessors

Risk Exceptions

Suffice it to say—if you understood the preceding exclusionary 
endorsements and their exceptions—then you understand these.
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87

#

• Banking of monies, especially with federally insured deposits, remains
quite difficult for cannabis businesses.

• Regardless of how the various states treat it—cannabis remains a
Schedule 1 drug (controlled substance) under Federal law.

• Essentially it remains an unbankable business at the Federal level.
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• The American Bankers Association (ABA) has a very definitive position.

• It has expectations that the Federal Government is due to address the
inequities of how cannabis monies are treated.

• ABA backs passage of proposed laws that are currently under
consideration by both the Senate and the House.

• Time will tell what will happen.
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Originally passed the House in 2022.

Reintroduced in a bipartisan effort inApril of 2023.

However, we are fast approaching another election year.

That will either stimulate progress or slow any potential response.

Stay tuned.
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• What would the SAFE Act do? It would remove these
restrictions:
o Prohibit, penalize, or discourage a bank from providing

financial services to legal cannabis businesses.
o End or limit a bank’s FDIC insurance if the bank provides

financial services to a legal cannabis business.
o Recommend or incentivize a bank to halt or downgrade

providing banking services to a legal cannabis business.
o Take any action on a loan to an owner or operator of a

cannabis business.
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• Drivers of trucks regulated by the FMCSR may not use cannabis products.
• If a driver has a medical need to use cannabis, say to alleviate nerve pain or

nausea issues—
• Even if allowed in their state—
• Cannabis is still a Schedule 1 drug, and
• DOT states that medical marijuana is not a valid medical explanation for a

positive drug test on a driver.

• Federal law still trumps state law!
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• Legality of varies from state to state, and transportation of cannabis 
can be an issue.

• Loss of a harvested crop (hemp) could be difficult to insure.
• Losses are normally insured on an ACV basis—and that may not be 

acceptable to either the shipper or owner of the property.
• Transporting of cannabis across state lines is illegal.
• Transporting of hemp is not illegal if it was produced under the 2018 

Farm Bill stipulations.
• Big Sky Scientific LLC vs. Idaho State Police is one significant court case.
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• On a state-by-state basis, drug testing for cannabis pre-employment 
can be an issue.

• Some states disallow—other do not.
• Most states do not recognize protections for medical cannabis use by 

employees. 
• Some states require reimbursement of expenses for medical marijuana 

use under workers’ compensation—others do not.
• Some states flat out prohibit it. 
• Again, another segment of the law—since workers’ compensation is a 

state statutory issue—will play out at the state level.
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• As mentioned before, CBD stands for cannabidiol.

• It is the second most prevalent of the active ingredients in cannabis.

• CBD is an essential component of medical marijuana.

• Derived directly from the hemp plant.

• It is a non-hallucinogenic.

95
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• It is one of over 1000 cannabinoids found in cannabis plants.

• It is not considered to be adversely psychotropic.

• The FDA has essentially two routes to consider with CBD—
o 1. Approval of CBD as a drug
o 2. Approval of CBD as a food additive
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• Because of the FDAs approval of Epidiolex, a drug used to treat epilepsy, 
CBD has now been “recognized” as a drug.

• That approval, however, does not implicitly apply to CBD in other drugs.

• CBD is not GRAS approved by the FDA (Generally Recognized As Safe).

• Because it may not be used in foods, we also need to recognize that the 
FDA’s jurisdiction over foods only applies to products that cross 
interstate lines.
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• So, what is the FDAs current stance on CBD in foods?

• The FDA is sending warning letters to manufacturers engaged in 
interstate commerce who make health-claim statements regarding the 
uses of CBD.

• This remains a very murky and difficult area of the law (not completely 
enforced by any measure) regarding whether approval is or is not 
granted.
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Most policies in this realmwill be manuscripted.

There is definitely a lack of reliable underwriting data.

Definitely an E and S play.

Most jurisdictions do not have, nor enforce, any labeling standards.

Edibles remain quite the problem since dosing is hard to regulate.
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• D & O can be difficult to place—especially when one
considers the potential premiums to be charged.

• Crime Coverages can be exceedingly difficult to procure
because most businesses are “cash heavy.”

• Cyber remains its own issue.
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• EPLI—because this has been a rapid and high growth industry, EPLI
purchases have remained difficult and are for the most part lacking.

• The need is there—but not many takers.

• E & O and Medical Professional Coverages are difficult to obtain.

• Arizona and Missouri are requiring the purchase of various types of
either Professional Liability or Medical Professional.
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THANK YOU 
FOR ATTENDING THIS 
PROGRAM!
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Overview
• Commercial Property insurance policies are

fraught with a minefield of exclusions,
limits, conditions, and endorsements.

• It is important to understand the policy
language so that the buyer of the product
will be covered to the extent that they
expect.

• We will review a number of these areas and
attempt to solve some of the issues which
could be most concerning to policyholders,
especially after a loss has occurred.
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1. Understanding Ordinance or Law Needs
2. What Did you Define as “Building?”
3. Debris Removal, the Most Important

Additional Coverage?
4. Pollutant Clean Up & Removal
5. Increase In Rebuilding Expenses Following

Disaster
6. The “Breaking Bad” of Exclusions
7. Property Valuations and Loss Settlements

Learning Objectives

T h e N a t i o n a l A l l i a n c e . c o m

3

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Learning Objective # 1

Understanding Ordinance or Law Needs

4

3

4
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Ordinance or Law, Why Needed?
• Codes are constantly changing – whether

we know it or not.

• NFPA (National Fire Protection Association)
Publishes more than 300 codes & standards
Intend to eliminate death, injury, property and
economic loss due to fire and related hazards
Began in 1896 because of a need for sprinkler
standards
Updated every three to five years

5

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

States Have Their Own Jurisdictions
• California has a triennial code adoption

cycle.
• San Francisco & LA adopt state codes and

then modify others to their own desires.
• Update requirements are state specific.
• Some states also have counties & cities that

have their own codes.
Illinois = Chicago, Dupage County, South
Holland

6

5

6
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

What Codes Might Be Addressed?
To name just a few…
• Electrical
• Plumbing
• Fuel gas
• Wildland Urban interfaces
• Sewage
• Roofing materials
• Insulation

7

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Don’t Go To Sleep On The ADA

• Do not forget compliance with the
Americans With Disabilities Act of 1980.

Applies to all places of public
accommodation

Essentially any place that offers goods or
services to the public

8

7

8
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

All Cause of Loss Forms
Basic, Broad, Special all preclude coverage for
loss resulting from compliance with or
enforcement of ordinances or laws that regulate
the:

a. Construction of property
b. Demolition of property
c. Repair of property
d. Use of property

9

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

What Triggers The Need For Coverage?
One of two considerations:
1. The Percentage Rule
2. Jurisdictional Authority Rule

10

9

10
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

The Percentage Rule
• States that if the building in question is

damaged beyond a certain percentage

Then the entire structure must be
brought into compliance with current
building codes

Typical percentages may range from as
little as 30% to as great as 60%.

11

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Jurisdictional Authority Rule
The authority that exercises jurisdiction is
allowed to decide when (at what point) a
structure has experienced major damage.

• Could be based upon 40%, 50%, 60% of the
building’s value

• Could be based solely upon the building’s
safety, age, or zoning conditions applicable

12

11

12
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

CP 04 05 – Ordinance or Law
Used to add coverage for the direct damage
portion of this loss exposure regardless of
which rule is utilized by the jurisdiction

An example is illustrated to work with
throughout this section.

13

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Defined
Ordinance or Law Coverage — coverage for loss
caused by enforcement of ordinances or laws
regulating construction and repair of damaged
buildings. Older structures that are damaged
may need upgraded electrical; heating,
ventilating, and air conditioning (HVAC); and
plumbing units based on city codes.

www.irmi.com

14

13
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Two Forms May Be Used
1. CP 04 05 04 12 edition (older editions are

not discussed in this presentation)

2. CP 04 05 09 17 edition

15

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Both Work The Same, HOWEVER…
• The 09/17 edition will also apply to

ordinances or laws that are promulgated or
revised after the loss but before the start of
reconstruction or repair.

• The “older” editions (04/12 and older) do
not allow for this provision of coverage.

• Which is your insurer using?
• Have you “checked the box” on the 09/17

edition?

16

15

16
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CP 04 05 04 12
17

T h e N a t i o n a l A l l i a n c e . c o m

CP 04 05 09 17
18

T h e N a t i o n a l A l l i a n c e . c o m

17

18
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

The Coverages
• Coverage A – Coverage For Loss To The

Undamaged Portion Of The Building

• Coverage B – Demolition Cost Coverage

• Coverage C Increased Cost of Construction
Coverage

19

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Coverage A
• CP forms pay for Direct damage to the

building.

• No limit needs to be selected.

• It pays the difference between the value of
the damaged part of the property and the
total building limit specified.

20

19

20
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Coverage A
• If the limit selected was too low (i.e., the

building limit will not meet what was
needed by the insured to rebuild) Coverage
A will also likely be too low.

• Coinsurance could be an issue.

21

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Coverage B
What will it cost to tear down and remove the
undamaged portion of the building? Many
dependencies including:
• Local demolition costs
• Type of building
• How much of the building was not damaged?
• At what point is it required to be torn down?
• Are there any special issues to be dealt with:

mold, asbestos, other?

22

21

22
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Coverage B
Ways to calculate:
• Determine a worst case scenario.
• Convert that into the affected square

footage.
• Contact a number of local demo

contractors; determine average cost per
square foot.

• Do the remaining math.

Coinsurance does NOT apply to this coverage.

23

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Coverage C
Things to consider:
• Understand that Replacement Cost is often

misunderstood by the insured.
• Their likely expectation is what it should be

in their mind after the loss.
• We are only going to replace what was

there just prior to the loss – unless we have
this endorsement.

24

23
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Coverage C
Probably the hardest component to calculate:
• Some people use a percentage per year built

basis.
• We are trying to mitigate the insured’s

expense to bring the building up to code.
• Coinsurance does not apply to this coverage.

25

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Coverages B & C
• B can have its own separate limit.

• C can have its own separate limit.

• A combined limit of coverage can be
selected to be shared by both B & C.

26

25
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Learning Objective # 2

What Did You Define as “Building?”

27

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Building
a. Building, meaning the building or structure

described in the Declarations, including:
(1) Completed additions;
(2) Fixtures, including outdoor fixtures;
(3) Permanently installed:

(a) Machinery; and
(b) Equipment;

28

27

28
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Building
(4) Personal property owned by you that is

used to maintain or service the building or
structure or its premises, including:
(a) Fire extinguishing equipment;
(b) Outdoor furniture;
(c) Floor coverings; and
(d) Appliances used for refrigerating,

ventilating, cooking, dishwashing or
laundering;

29

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Building
(5) If not covered by other insurance:

(a) Additions under construction,
alterations and repairs to the building
or structure;

(b) Materials, equipment, supplies and
temporary structures, on or within 100
feet of the described premises, used for
making additions, alterations or repairs
to the building or structure.

30

29
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Building Is…OK, But What About

2. Property Not Covered

• Covered Property does not include:

31

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Property Not Covered
a. Accounts, bills, currency, food stamps or

other evidences of debt, money, notes or
securities. Lottery tickets held for sale are
not securities;

b.* Animals, unless owned by others and
boarded by you, or if owned by you, only
as "stock" while inside of buildings;

c. Automobiles held for sale;
d.* Bridges, roadways, walks, patios or other

paved surfaces;

32

31
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Property Not Covered
e. Contraband, or property in the course

of illegal transportation or trade;
f.* The cost of excavations, grading,

backfilling or filling;
g.* Foundations of buildings, structures,

machinery or boilers if their
foundations are below:
(1) The lowest basement floor; or
(2) The surface of the ground, if there is

no basement;

33

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Property Not Covered
h. Land (including land on which the property is

located), water, growing crops or lawns (other
than lawns which are part of a vegetated roof);

i. Personal property while airborne or
waterborne;

j.* Bulkheads, pilings, piers, wharves or docks;
k. Property that is covered under another

coverage form of this or any other policy in
which it is more specifically described, except
for the excess of the amount due (whether you
can collect on it or not) from that other
insurance;

34
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Property Not Covered
l.* Retaining walls that are not part of a

building;
m.* Underground pipes, flues or drains;
n. Electronic data
o. Cost to restore valuable papers
p.* Vehicles or self propelled machines
q. The following property outside of bldgs

(1) Grain, hay, straw, other crops
(2) Fences*, radio or TV antennas et al

35

T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Building & Property Not Covered
• What is included as building?
• Equally as important – what is not included

as “property not covered”?
• You may look at it and think it is part of the

building – so might the insured.
• If the language says it is not, then it is not –

18 specific types of property are excluded.
• A number of items can be added back in as

“covered property” by using one of two
endorsements.

36

35
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CP 14 10 06 95

T h e N a t i o n a l A l l i a n c e . c o m

37 37

CP 14 10 06 95
• Complete the endorsement.

• When done properly we have conveyed to the
underwriter, insured, and claims adjuster:

That certain items are now considered to be
Covered Property
Can apply to Building or Personal Property

T h e N a t i o n a l A l l i a n c e . c o m

38 38

37
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CP 14 15 07 88

T h e N a t i o n a l A l l i a n c e . c o m

39

CP 14 15 07 88

• Often referred to as “the clarifying” endorsement

• It clarifies for all who care, certain items, that might
seem to be or could meet the definition of
“personal property” to now be treated as “Building.”

• Better (potentially) from a coverage and a pricing
standpoint

T h e N a t i o n a l A l l i a n c e . c o m

40

39
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Learning Objective # 3

Debris Removal,
the Most Important Additional Coverage?

41

Debris Removal
Coverage for the cost of removal of debris of covered
property damaged by an insured peril. This coverage is
included in most commercial property insurance
policies.

www.irmi.com

T h e N a t i o n a l A l l i a n c e . c o m

42

41
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Why Debris Removal

• Coverage limit for Debris Removal is part of – not in
addition to – the building Limit of Insurance

• Among the considerations when trying to determine
an adequate limit we could include:
1. Existence of any hazardous materials
2. Age of the building
3. Proximity to other buildings
4. Type of construction originally used

T h e N a t i o n a l A l l i a n c e . c o m

43

Paragraph (3) (a) Tells Us

(3) Subject to the exceptions in Paragraph (4), the
following provisions apply:
(a) The most we will pay for the total of direct

physical loss or damage plus debris removal
expense is the Limit of Insurance applicable to
the Covered Property that has sustained loss
or damage.

T h e N a t i o n a l A l l i a n c e . c o m

44

43
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Paragraph (3) (b) Tells Us

(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 damage to the
Covered Property that has sustained loss or
damage. However, if no Covered Property has
sustained direct physical loss or damage, the
most we will pay for removal of debris of other
property (if such removal is covered under this
Additional Coverage) is $5,000 at each location.

T h e N a t i o n a l A l l i a n c e . c o m

45

Coverage (unendorsed) Applies To

CP 00 10 10 12, Additional Coverage a. Debris Removal
provides for an additional amount of coverage.
• $25,000 additional debris removal coverage in

addition to the applicable limit of insurance
• The debris must be on the described premises and

resulting from a Covered cause of loss.

T h e N a t i o n a l A l l i a n c e . c o m

46

45
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Older Editions of The Form

• The older editions provided for an additional limit of
$10,000 (current policy provides 25,000).

• Did not provide all of the additional provisions of
property as in the 10/12 edition

T h e N a t i o n a l A l l i a n c e . c o m

47

Paragraph (4) Tells Us

(4) We will pay up to an additional $25,000 for debris
removal expense, for each location, in any one
occurrence of physical loss or damage to Covered
Property, if one or both of the following
circumstances apply:

T h e N a t i o n a l A l l i a n c e . c o m

48
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Paragraph (4) (a) & (b) Tell Us

(a) The total of the actual debris removal expense
plus the amount we pay for direct physical loss
or damage exceeds the Limit of Insurance on
the Covered Property that has sustained loss or
damage.

(b) The actual debris removal expense exceeds
25% of the sum of the deductible plus the
amount that we pay for direct physical loss or
damage to the Covered Property that has
sustained loss or damage.

T h e N a t i o n a l A l l i a n c e . c o m

49

SO…

Therefore, if (4)(a) and/or (4)(b) applies, our
total payment for direct physical loss or damage
and debris removal expense may reach but will
never exceed the Limit of Insurance on the
Covered Property that has sustained loss or
damage, plus $25,000.

T h e N a t i o n a l A l l i a n c e . c o m

50
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Examples

1. One example used will be when the Limit of
Insurance is adequate and provides for enough
Debris Removal Coverage by using the Additional
Coverage Debris removal language

2. A second example will be used illustrating when the
limit of Insurance is needed for the rebuilding of the
damaged building and an additional limit is needed
for debris removal. This example will utilize the CP
04 15 10 12 Debris Removal Additional Insurance
endorsement.

T h e N a t i o n a l A l l i a n c e . c o m

51

Example # 1

Limit of insurance $1,000,000
Deductible $1,000
Amount of loss $500,000
Loss payable is $499,000
Debris removal expense is $50,000

Debris removal expense amount paid is $50,000
($50,000 is 10% of $500,000 – the amount of the loss)

T h e N a t i o n a l A l l i a n c e . c o m

52
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Example # 2

Limit of insurance $1,000,000
Deductible $1,000
Amount of loss $900,000
Loss payable is $899,000
Debris removal expense is $150,000

The debris removal expense amount paid is $100,000.
This is calculated using paragraph 3 as our guideline.

T h e N a t i o n a l A l l i a n c e . c o m

53

However

• Paragraph (4)(a) states that if the total of the actual
debris removal expense plus the amount we pay for
direct physical loss or damage exceeds the Limit of
Insurance on the Covered Property that has
sustained loss or damage, we will pay an additional
$25,000

• In example #2, we would pay the $1,000,000 limit of
insurance PLUS an additional $25,000 for the
additional debris removal – $25,000 would still
remain unpaid.

• We paid $900,000 + $100,000 + $25,000. As debris
removal was $150,000, insured is short $25,000

T h e N a t i o n a l A l l i a n c e . c o m
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Coverage Applies To

Certain types of debris are excluded from coverage:
• Removing deposits of mud or earth from the

described premises
• No coverage for the removal of pollutants from land

or water
• No coverage applies to remove debris of:

1. Property of the insured that is not insured under the
policy

2. Property of the insured’s landlord – unless contractually
responsible

3. Property excluded under the “property not covered”
language

T h e N a t i o n a l A l l i a n c e . c o m

55

CP 04 15 10 12
Debris Removal Additional Insurance

T h e N a t i o n a l A l l i a n c e . c o m
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Learning Objective # 4

Pollutant Clean Up & Removal

57

Pollutants

• Pollutants are a type of debris but they are
excluded from the Debris Removal policy language.

• CP 00 10 provides only $10,000 for Pollutant Clean
Up expense.

• That amount is essentially gone when the Pollutant
Clean Up people arrive at the insured’s location.

T h e N a t i o n a l A l l i a n c e . c o m

58
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Pollutants

The definition of “Pollutants” as used in the CP Form is
actually quite broad:

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

T h e N a t i o n a l A l l i a n c e . c o m

59

In Order For This
Additional Coverage To Apply

• The pollutant must have resulted from a covered
cause of loss.

• Look to the “Specified Causes of Loss” to determine
which Cause of Loss is provided for.

• The $10,000 limit is an Annual Aggregate Limit.
Applies only to the clean up of land or water on
the insured premises

• Other debris would probably be covered under the
Debris Removal additional coverage (hopefully).

T h e N a t i o n a l A l l i a n c e . c o m
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d. Pollutant Clean up And Removal

We will pay your expense to extract "pollutants"
from land or water at the described premises if
the discharge, dispersal, seepage, migration,
release or escape of the "pollutants" is caused by
or results from a Covered Cause of Loss that
occurs during the policy period. The expenses
will be paid only if they are reported to us in
writing within 180 days of the date on which the
Covered Cause of Loss occurs.

T h e N a t i o n a l A l l i a n c e . c o m

61

d. Pollutant Clean up And Removal

This Additional Coverage does not apply to costs
to test for, monitor or assess the existence,
concentration or effects of "pollutants". But we
will pay for testing which is performed in the
course of extracting the "pollutants" from the
land or water.

T h e N a t i o n a l A l l i a n c e . c o m
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d. Pollutant Clean up And Removal

The most we will pay under this Additional
Coverage for each described premises is $10,000
for the sum of all covered expenses arising out of
Covered Causes of Loss occurring during each
separate 12 month period of this policy.

T h e N a t i o n a l A l l i a n c e . c o m

63

Cause of Loss, CP 10 30 09 17
B. Exclusions, 2.l. Applies
2. We will not pay for loss or damage caused by or

resulting from any of the following:
l. Discharge, dispersal, seepage, migration, release

or escape of "pollutants" unless the discharge,
dispersal, seepage, migration, release or escape
is itself caused by any of the "specified causes of
loss". But if the discharge, dispersal, seepage,
migration, release or escape of "pollutants"
results in a "specified cause of loss", we will pay
for the loss or damage caused by that "specified
cause of loss".

T h e N a t i o n a l A l l i a n c e . c o m
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Specified Causes Of Loss

For our purposes:
2. "Specified causes of loss" means the following:

fire; lightning; explosion; windstorm or hail;
smoke; aircraft or vehicles; riot or civil
commotion; vandalism; leakage from fire
extinguishing equipment; sinkhole collapse;
volcanic action; falling objects; weight of snow,
ice or sleet; water damage.

NOTE: Sinkhole collapse is subject to further defining
language.

T h e N a t i o n a l A l l i a n c e . c o m
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CP 04 07 10 91
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CP 04 07 10 91

• Increases the $10,000 annual aggregate to the new
amount shown in the schedule – and then states:
B. We will not pay under this endorsement for

"pollutants" clean up or removal costs in any
occurrence until the total of all such costs exceeds
the sum of:
1. The $10,000 aggregate limit from the basic

Pollutant Clean Up and Removal Additional
Coverage, less any prior payments for the same
policy year; plus

2. The Deductible shown in the Schedule (Note: the
schedule’s deductible is the only one that applies
to this endorsement)

T h e N a t i o n a l A l l i a n c e . c o m
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CP 04 07 10 91
Example
• We will then pay the costs in excess of that sum,

until the Additional Aggregate Limit of Insurance
shown in the Schedule is used up during the
applicable 12 month period.

• Example: The cost of "pollutants" clean up and
removal is $40,000.

The remaining aggregate from the basic Additional
Coverage (assuming $4,000 has previously been paid
for the same policy year) is $6,000 .

T h e N a t i o n a l A l l i a n c e . c o m
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CP 04 07 10 91
Example
• The Deductible shown in the Schedule is $10,000

• The Pollutant Clean Up and Removal Additional
Aggregate Limit of Insurance is $25,000

• We will determine the most we will pay under this
endorsement as follows:

T h e N a t i o n a l A l l i a n c e . c o m
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CP 04 07 10 91
Example
• The cost incurred $40,000
• Less the sum of the remaining basic Additional

Coverage aggregate $ 6,000 and the Deductible
$10,000 $16,000

• The most we will pay under this endorsement is
$24,000 (remember, the additional amount
purchased was $25,000)

• The remaining benefit under this endorsement for
costs incurred for the policy year is $1,000.

70
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Learning Objective # 5

Increase In Rebuilding Expenses
Following Disaster

71

Increase In Rebuilding Expenses
Following Disaster, CP 04 09 10 12
When there is significant loss to a large number of
buildings in a specific area (e.g., wildfire, hurricane),
building costs can significantly increase, i.e, demand
surge*.

1. Supply of labor is limited.
2. Building materials increase in cost.

*Demand Surge — increase in the cost of repair or
replacement of damaged property that may occur
following a large scale disaster when many individuals
and organizations vie for a limited supply of labor and
materials needed for repair.
www.irmi.com
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What It Does
Endorsement addresses increase in expense, if ALL of
the following are met after the event that caused the
loss:

1. There was a declaration of a state of disaster by
federal or state authorities, or the event occurs
in close temporal proximity to the disaster.

2. Expenses for labor and materials for the repair or
replacement increase as a result of the disaster
and these expenses exceed the applicable limit
of insurance because of the increase.

T h e N a t i o n a l A l l i a n c e . c o m
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What it Does

3. The insured repairs or replaces the damaged
building.

4. The insured had notified the insurer, within 30
days of the completion of improvements,
additions, or alterations that had increased the
replacement cost of the building by 5% or
greater – and – the insured accepted the
increased limits as provided by the insurer.

T h e N a t i o n a l A l l i a n c e . c o m
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What To Show On The Schedule

• The amount of the increase to be provided for is
shown as a percentage on the endorsement’s
schedule.

• If coverage was written on a Blanket Basis then the
increased percentage applies to the value of the
building as shown in the most recent Statement of
Values multiplied by the coinsurance factor.

• If a coinsurance penalty applies, the percentage
provided for in the increased costs will be reduced
by said coinsurance penalty.

T h e N a t i o n a l A l l i a n c e . c o m
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Additional Considerations

If more than one event occurs in an annual term:

• When payments reach the maximum amount of the
coverage – no more will be paid for those
subsequent events – i.e., annual aggregate applies.

• If payments did not exceed the additional limit, the
remaining amount of the limit would be available
for subsequent losses in that policy year.

T h e N a t i o n a l A l l i a n c e . c o m
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Additional Considerations

• Debris Removal: up to 20% of the amount payable
under this expense can be used for debris removal
expenses – this does not increase the limit payable.

• Ordinance or Law under Coverage C: up to 20% of
the payable amount may be used – this does not
increase the limit payable.

T h e N a t i o n a l A l l i a n c e . c o m
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Additional Considerations

• If there is a newly acquired or constructed building
provided coverage, then the highest percentage
shown in the schedule will be applied to such.

• When determining the expenses payable under this
form, any expenses recovered by the insured under
their Business Income coverage will be deducted
from these expenses.

T h e N a t i o n a l A l l i a n c e . c o m
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Increase In Rebuilding Expenses Following
Disaster, CP 04 09 10 12

T h e N a t i o n a l A l l i a n c e . c o m
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Learning Objective # 6

The “Breaking Bad” of Exclusions
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Why the “Breaking Bad” of Exclusions?

The “need” for this endorsement came about in
the 2012 ISO Property revisions due to rental
units being damaged by residues from
methamphetamine operations that damaged
buildings.

T h e N a t i o n a l A l l i a n c e . c o m
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The Seminal Court Case,
Graff v. Allstate, 2002
Graff v. Allstate Ins. Co. 113 Washington Appeals Court
in 2020
The details of that loss and resultant litigation were:
• Graff rented his house to a tenant.
• Tenant cooked meth at the house (unknown to the

insured, Graff).
• Graff filed a claim for clean up expenses to the

home.
• Allstate denied the claim citing their policy’s

contamination exclusion.

T h e N a t i o n a l A l l i a n c e . c o m
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The Court Held

• We hold that operation of a methamphetamine
laboratory is vandalism.

• Vandalism is a covered event under the policy.

• The claim is therefore not barred under the
contamination exclusion.

T h e N a t i o n a l A l l i a n c e . c o m
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The Court Also Cited

Bethany Bowers v. Farmers Insurance Exchange,
Washington Court of Appeals in 2000
• Mrs. Bowers had a rental home which she rented

to a tenant who grew a large amount of marijuana
in it. Subsequent mold damage occurred.

• The trial court found in favor of Farmers that there
was no coverage owed.

• The appellate court reversed this finding and ruled
that coverage was applicable under the vandalism
and malicious mischief policy language.

T h e N a t i o n a l A l l i a n c e . c o m
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Enter the CP 10 34 10 12

CP 10 34 10 12, Exclusion of Loss Due To By Products of
Production or Processing Operations (Rental Properties)
A schedule is to be used showing:
• The premises number applicable
• The Building number applicable
• A description of the rental unit

The endorsement is to be used for policies issued to
tenants as well as to the building owners.

T h e N a t i o n a l A l l i a n c e . c o m
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Intent of the Endorsement

Eliminate coverage for loss to the premises described in
the schedule due to or resulting from:
• Smoke
• Vapor
• Gas
• Or substances released in the course of

production or processing operations at the rental
units shown in the schedule

Losses due to fire or explosion of the release of the
by product are still covered

T h e N a t i o n a l A l l i a n c e . c o m
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What Else Does It Do?

• The exclusion applies to not just the rental unit(s)
and their contents – it applies to the totality of the
building and the contents therein.

• The exclusion would also affect the application of
Business Income coverage.

T h e N a t i o n a l A l l i a n c e . c o m
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And More

The exclusion applies regardless of whether or not such
operations are:
• Legally prohibited or permitted
• Permitted or prohibited under the terms of the

lease
• Usual to the intended occupancy of the premises

T h e N a t i o n a l A l l i a n c e . c o m
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Finally

The tenant’s production or processing will also not be
considered to be vandalism, again regardless of
whether or not such operations are:
• Legally prohibited or permitted
• Permitted or prohibited under the terms of the

lease
• Usual to the intended occupancy of the premises

T h e N a t i o n a l A l l i a n c e . c o m
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The Schedule
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T h e N a t i o n a l A l l i a n c e . c o mT h e N a t i o n a l A l l i a n c e . c o m

Learning Objective #7

Property Valuations and Loss Settlements

91

From a Risk Management Perspective

There are four (4) purposes of property valuation:
1. To set coverage limits
2. To meet coinsurance requirements
3. To calculate insurance premiums
4. To use as a basis for loss adjustment

T h e N a t i o n a l A l l i a n c e . c o m
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Property Loss Settlements
Come Down To Three Choices

• Actual Cash Value

• Replacement Cost

• Functional Replacement Cost

T h e N a t i o n a l A l l i a n c e . c o m
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What Does ACV Really Mean?
Actual Cash Value (ACV) — in property insurance – one
of several possible methods of establishing the value of
insured property to determine the amount the insurer
will pay in the event of loss. ACV is typically calculated
one of three ways:

1. the cost to repair or replace the damaged
property, minus depreciation;

2. the damaged property's "fair market value"; or
3. using the "broad evidence rule," which calls for

considering all relevant evidence of the value of
the damaged property.

www.irmi.com
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Replacement Cost Minus Depreciation

Do not look to the coverage form as depreciation:

• is NOT defined in insurance policies.

• Depreciation used is true depreciation, not the
depreciation used for accounting purposes.

T h e N a t i o n a l A l l i a n c e . c o m
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What Might Be Included

• Physical deterioration
• Functional obsolescence
• Economic obsolescence due to causes independent

of the property
• Effective age as compared with other properties

considering renovations and reconstruction
• Future life expectancy
Note: various courts (i.e., states) may define ACV
differently.

T h e N a t i o n a l A l l i a n c e . c o m
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Fair Market Value

One court says: the price a willing purchaser who is
under no obligation to buy would pay to a willing
owner who is under no obligation to sell.

Another says: depending upon the type of building
involved, its capacity to produce income and its
location, along with its age, condition, fitness for the
buyer’s purpose and similar conditions, would be
relevant in determining the building’s fair market value.

T h e N a t i o n a l A l l i a n c e . c o m
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Broad Evidence Rule

A valuation rule that has evolved in some states and
does not adhere to the principle that the traditional
measure of actual cash value (ACV) (replacement cost
less depreciation) is the sole measure of value at the
time of loss. This rule provides for the examination of
every standard of value having a bearing on the
property under consideration, such as the age of the
property, the profit likely to accrue on the property,
and the property's tax value. Ultimately, it calls for the
selection of that "value," which, in the event of a total
loss, will provide complete indemnification and no
more.

www.irmi.com
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Broad Evidence Rule

• Calls for all relevant evidence of the value of the
covered property to be considered in determining
its ACV

• Based on an original court decision known as
McAnarney v. Newark Fire Ins. Co., 247 N.Y. 176, 159
N.E. 902 (1928)

T h e N a t i o n a l A l l i a n c e . c o m
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What’s Replacement Cost

A property insurance term that refers to one of the two
primary valuation methods for establishing the value of
insured property for purposes of determining the
amount the insurer will pay in the event of loss. It is
usually defined in the policy as the cost to replace the
damaged property with materials of like kind and
quality, without any deduction for depreciation.

www.irmi.com
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Replacement Cost (continued)

• Essentially looked at as “new for old”

• Also means that I am going to replace it as I found it
– I am not going to improve it

• It is indemnification of the insured.

T h e N a t i o n a l A l l i a n c e . c o m
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Replacement Cost (continued)

The amount of insurance purchased equals the cost
new of all eligible insured property on the day of the
loss;
• i.e., the insured is valuing their property as though it

were new and, as such, is paying a premium based
upon said valuation

T h e N a t i o n a l A l l i a n c e . c o m
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Functional Replacement Cost

The cost of acquiring another item of property that will
perform the same function with equal efficiency, even
if it is not identical to the property being replaced.

www.irmi.com

T h e N a t i o n a l A l l i a n c e . c o m
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Another Way To Consider It

The valuation of property at a cost necessary to replace
the damaged property with new property, but of unlike
kind and (possibly) lesser quality to perform the same
general function as the damaged property

T h e N a t i o n a l A l l i a n c e . c o m
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WhenMight This Be Appropriate

• The insured cannot rebuild the same square footage
– perhaps due to the application of building codes.

• When the insured does not want to build the same
square footage

• When lower cost materials can or should be used

• If the insured does not need all of the functions of
the property

T h e N a t i o n a l A l l i a n c e . c o m

105

Two Functional Replacement Cost
Endorsements To Consider

• CP 04 39 10 90, Functional Personal Property
Valuation (other than stock)

• CP 04 38 09 17, Functional Building Valuation

T h e N a t i o n a l A l l i a n c e . c o m
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The Schedule

T h e N a t i o n a l A l l i a n c e . c o m
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Things To Know

• For the property shown in the schedule, the only
limit that will apply to that property is the limit
shown.

• Need to establish a value today of outmoded or
obsolete equipment in advance of the loss

• Coinsurance does not apply to the item of personal
property in question.

T h e N a t i o n a l A l l i a n c e . c o m
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Adds This Valuation Clause

If you do repair or replace w/in 180 days of the loss,
the insurer will pay the least of the following:
• The limit of insurance shown in the schedule
• The cost to replace on the same site the damaged

property with the most closely equivalent property
available

• The amount the insured actually spends to repair or
replace the item

T h e N a t i o n a l A l l i a n c e . c o m
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If The Insured Did Not Follow The
Preceding, Then…

The insurer will pay the smallest of the following:
• The limit of insurance shown in the schedule
• The market value of the lost or damaged item
• The amount it would cost to repair or replace with

like kind and quality but allowing for depreciation
and deterioration

A definition for “market value” is also added by the
endorsement.

T h e N a t i o n a l A l l i a n c e . c o m
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“Market Value”

D. The following DEFINITION is added:

"Market Value," as used in this endorsement,
means the price which the property might be
expected to realize if offered for sale in a fair
market.

T h e N a t i o n a l A l l i a n c e . c o m
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CP 04 38 09 17, Functional Building
Valuation, The Schedule

T h e N a t i o n a l A l l i a n c e . c o m
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Things To Know

• For the property shown in the schedule, the only
limit that will apply to that property is the limit
shown

• Coinsurance does not apply.

• Ordinance or Law Coverage does apply – the insured
may also elect to take the “Post Loss Ordinance or
Law option.”

• The Ordinance or Law coverage does not increase
the limit of insurance.

T h e N a t i o n a l A l l i a n c e . c o m
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Add This Valuation Clause

If the insured contracts for repair or replacement w/in
180 days of the date of loss for the same occupancy
and use, the insurer will pay the smallest of:
• The limit of insurance shown in the schedule as

applicable to the damaged building
• In the event of a total loss, the cost to replace

the damaged building with a less costly building
on the same site (or on a different site if the
ordinance or law requires it) that is functionally
equivalent to the damaged building

T h e N a t i o n a l A l l i a n c e . c o m
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If A Partial Loss

In the event of a partial loss, the insurer will pay:

• The cost to repair or replace the damaged
portion with less costly material, if available,
in the architectural style that existed before
the loss or damage occurred, and

• The amount the insured actually spends to
demolish and clear the site of the
undamaged portions of the building

T h e N a t i o n a l A l l i a n c e . c o m
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If The Insured Did Not Follow The
Preceding, Then…

If the insured does not make a claim as shown in the
preceding, then the insurer will pay the smallest of:
• The limit of insurance shown in the schedule
• The market value of the damaged building,

exclusive of the land value, at the time of loss; or
• The amount it would cost to repair or replace the

damaged building on the same site, with less
costly material in the architectural style that
existed before the loss occurred, less allowance
for physical deterioration and depreciation

T h e N a t i o n a l A l l i a n c e . c o m

116

115

116

05/2021 Casey Roberts CIC, ACSR, AFIS 
Commercial Property, Key Items to Understand

Page 58



“Market Value”

F. The following definition is added:
"Market value", as used in this endorsement,
means the price which the property might be
expected to realize if offered for sale in a fair
market.

T h e N a t i o n a l A l l i a n c e . c o m
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Proportionate Loss Payments

• The endorsement also addresses proportionate loss
payments under Ordinance or Law assuming that
one portion of the loss is a covered cause of loss
and another portion of the loss is not.

• The example as provided by the coverage form
follows.
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Proportionate Loss Payments
(example)
• Wind is a Covered Cause Of Loss; Flood is an

excluded Cause Of Loss
• The building sustains a partial loss
• Total direct physical damage to building: $100,000
• Portion of direct physical damage that is covered

(caused by wind): $30,000
• Portion of direct physical damage that is not

covered (caused by flood): $70,000

T h e N a t i o n a l A l l i a n c e . c o m
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Proportionate Loss Payments
(example)
• The cost to repair the building includes $60,000

attributable to enforcement of an ordinance
(Coverage C)

• Step 1: Determine the proportion that the covered
direct physical damage bears to the total direct
physical damage. $30,000 to $100,000 = .30

• Step 2: Apply that proportion to the Ordinance or
Law loss. $60,000 x .30 = $18,000

T h e N a t i o n a l A l l i a n c e . c o m
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Proportionate Loss Payments
(example)
• In this example, the most we will pay under this

endorsement for the Coverage C loss is $18,000,
subject to the applicable Limit of Insurance and any
other applicable provisions.

• NOTE: The same procedure applies to losses under
Coverages A and B of this endorsement.
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Review of Learning Objectives
1. Understanding Ordinance or Law Needs
2. What Did you Define as “Building”?
3. Debris Removal, the Most Important

Additional Coverage?
4. Pollutant Clean Up & Removal
5. Increase In Rebuilding Expenses Following

Disaster
6. The “Breaking Bad” of Exclusions
7. Property Valuations and Loss Settlements
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Thank You
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