


Property Concepts









Homeowners Insurance Forms


Intended for 1-4 family homes that are occupied by the insured. There are two exceptions:
HO-4 is for the tenant
HO-6 is for a condo unit owner (does not have to reside there)
Building coverage is provided on replacement cost basis subject to co-insurance/insurance to value provisions.
Designed to cover the needs of an average homeowner. Beware of the types of property excluded and that have sublimits.
Indivisible type of policy – many automatic coverages that cannot be reduced or removed.


HO2



Broad Form Homeowners Policy. Intended for Owner Occupied 1-4 Family Homes. Provides named perils coverage for the dwelling, other structures, and the contents. Provides least amount of coverage for owner occupied homeowners’ policies.
The named perils covered are:
Fire, Lightning, Windstorm, Hail, Explosion, Riot or Civil Commotion, Aircraft, Vehicles, Smoke, Falling Objects, Theft, Volcanic Eruption, Accidental discharge or overflow of water or steam, Sudden and accidental tearing apart of steam, heater or A/C System, Freezing of plumbing, heating or AC,  Sudden and accidental damage from electrical current, Vandalism or Malicious Mischief, Weight of Ice, Snow and Sleet.
Property damages are covered under section I of the policy and liability under section II
Coverage A & B are replacement cost for buildings (Insurance to value provisions/co-insurance); Coverage C is ACV, with an option to purchase RC by endorsement.




HO-3



Special Form Homeowners Policy. Intended for Owner Occupied 1-4 Family Homes. Provides open perils coverage to the dwelling and other structures and named peril risk to the contents. The home is insured for replacement cost, as long as it is insured to 80% co-insurance and then the insured gets 10% of that limit for Coverage B – Other Structures, 50% for Coverage C – Contents and 30% for Coverage D – Loss of Use.
Property damages are covered under section I of the policy and liability under section II.
Coverage A & B  buildings are replacement cost (insurance to value/co-insurance); Coverage C is ACV, with an option to purchase RC by endorsement




HO-4



Tenant or Renter’s Policy. Provides named perils coverage for a tenant’s contents. Intended for those who reside in a place they do not own. Provides no coverage for Coverage A – Dwelling, or Coverage B – Other Structures. 
Coverage C is based on ACV with an option to purchase RC by endorsement.
Insured selects the limit based on what they believe they need to replace all their contents in the event of a total loss. No co-insurance requirement.
Property damages are covered under section I of the policy and liability under section II.



HO-5




Comprehensive Homeowners Policy. Intended for owner-occupied homes. Provides open perils coverage to the dwelling, other structures, and contents. The broadest form of coverage on an owner occupied homeowners’ policy. 
Coverage A & B builidngs are replacement cost (insurance to value/co-insurance requirement); Coverage C is based on ACV with an option to purchase RC by endorsement.
Property damages are covered under section I of the policy and liability under section II.




HO-6




Unit Owners Policy. Insured does not have to occupy the unit to purchase this policy, just needs to own it. 
Provides named perils coverage for the dwelling, other structures (if needed – but they are to be added to the coverage A limit) and the contents. Comes with a minimum limit of $5,000 for the home and the insured can select higher limits if needed, based on what is actually owned according to co-op bylaws. Insured selects the limit needed for the contents. 
Coverage A is based on replacement cost (insurance to value/co-insurance requirement); and Coverage C is based on ACV with an option to purchase RC by endorsement. 





HO-8





Modified Homeowners Policy. Intended for owner-occupants of 1-4 family homes. Very minimal coverage. Usually used on older homes, where the replacement cost is much higher than the value of the home. Can be insured based on market value (when the market value is less than the replacement cost) or actual cash value.
Less coverage than what is available on a HO-2.







Special Coverage Limits





Contents within any homeowners’ form which are provided a capped limit of insurance.
 Review page 49 of the book for the types of property. 
Remember that Jewelry, Firearms and Silverware are only capped for loss by theft, while all other are regardless of the peril.

Remember that each policy has excluded types of property as well where there is no coverage at all.





Dwelling Coverages


Dwelling forms are used to insure 1-4 family homes that do not meet homeowner eligibility requirements.  
Can be used for mobile homes or homes under construction.
Most often they are seasonal properties or tenant occupied homes.
Owner can be a business, but home purpose must be habitational.
Coverage A Dwelling is a little different than a homepolicy. Definition of covered property includes building equipment and outdoor equipment located on the premises and used to service the location, unless insured elsewhere. Since you do not have to purchase contents, this would give you some coverage for items you may have inside the home or detached structure for maintenance. If you do purchase coverage C, then you must use that limit for those items due to the wording “unless insured elsewhere”


DP-1





Basic dwelling policy. 
Basic coverage is only for fire, lightning, and internal explosion. Can purchase Extended Coverages as well a VMM. VMM can only be purchased if you have first purchased EC. (Review pages 28-29)
Does come with some additional coverages similar to a homeowner’s policy. Insured does not get additional coverages automatically, except as provided by extra coverages. Purchase coverage parts needed.
Losses are settled based on ACV. There is no section II (personal liability and medical payments) automatically included, can be added by endorsement.




DP-2





Broad Form Dwelling Policy. Provides named perils coverage similar to the homeowners, except that theft is not a listed peril. Pages 30-31
Does come with some additional coverages similar to a homeowner’s policy. 
Losses are settled based on RC (with co-insurance requirements) for the building(s) and ACV for contents. There is no section II (personal liability and medical payments) automatically included, can be added by endorsement.





 
DP-3




Special Form Dwelling Policy. Open Perils similar to the HO-3 for coverage A & B. Contents, if purchased, will be named perils of the DP-2. Theft only applies to building coverage. The only way to provide theft coverage for contents is through the purchase of an endorsement.
Losses are settled based on RC (with co-insurance requirements) for the building(s) and ACV for contents. There is no section II (personal liability and medical payments) automatically included, can be added by endorsement.







Commercial Package Policy (CPP)





A commercial insurance policy that combines coverage in one package for two or more lines of business. The following lines are eligible to be included in a package:
· 
· Commercial Property
· Commercial General Liability
· Liquor Liability
· Pollution Liability
· Professional Liability
· Employment-Related Practices Liability
· Commercial Crime/Employee Dishonesty
· Commercial Inland Marine
· Boiler & Machinery/Equipment Breakdown
· Commercial Auto
· Farm

When combined the policy come with a common declarations page showing the policies included and usually a premium and a common conditions page explaining the conditions that all the included policies have in common. (Page 64)





Commercial Property




Real estate or personal property owned by a business is considered commercial property. Can also include property of others in the insured’s care, custody and control. The policy comes with a Dec page, conditions and a choice of coverage forms and cause of loss forms.
When you write a commercial property form you have a choice between three different coverage forms to select the best way to insure the particular risk:
· Building & Personal Property Form
· Builders’ Risk Form
· Business Income Form (with or without Extra Expense)
And three causes of loss forms:
· Basic, Broad or Special


Commercial Building & Business Property Form



The most common form used to insure a business’s commercial property. The insured can choose to insure their building, their contents and/or contents of others.
The form explains what is considered to be a building and tells you what properties are not covered.  An important excluded property type is money (as all businesses exist to make money – only way to cover a loss to actual money is the crime form. And remember this form does not tell you the perils, must still purchase the cause of loss form)
The form provides some additional coverages & coverage extensions Pages (66-67)
Has conditions that must be complied with in order for losses to be paid, one which is a vacancy clause limiting coverage when vacant for more than 60 consecutive days and explains how losses are valued. (Page 68)


Causes of Loss Forms



Commercial property has an option of three causes of loss forms:
· Basic
· Broad
· Special
Basic and broad are different than personal lines. Special form still means open perils unless specifically excluded. (Pages 73-76)
Important to note that only the special form has any special limits because it is the only form for commercial property that provides any theft coverage.
All three forms have exclusions and some additional coverages provided.




Business Income




This is a type of indirect loss. After a business suffers property damage, they may still be out money due to not be able to do their business. This type of policy provides coverage protection for that income.
It is calculated as BI = Net Profit or loss (before taxes) + Continuing normal operating expenses, including payroll
The time period that business income loss is payable is called the period of restoration. This begins 72 hours after a business has a coverd suspension. (Must be a direct loss to building or contents)
Has a unique co-insurance clause that is based on the amount of time the insured believes the business would be down in the event of the worst possible scenarios, so often endorsed with a waiver option.


Business Income Co-Insurance Waivers

Maximum period of indemnity – The most the insurer will pay is the lesser of the acutal amount of loss sustained during the first 120 days of the period of restoration or the limit
Monthly limit of indemnity – The most the insurer will pay is a percentage of the limit as shown on the deductible per 30 day period of the period of restoration, up to the policy limit
Business income agreed value – Worksheet is needed – called a business income report. Shows prior 12 months of business income and projection for next 12 months. 



Extra Expense




This is coverage for businesses that cannot afford to shut down and need to spend extra money to stay open and/or continue to provide their services.
It can be used to advertise a new location, rent a new location, rent a new machine, pay another business to provide service on your behalf, or pay expediating expenses for repairs.
The insured selects the limit they would need based on their worst-case scenario and then has three % options. And then the losses are paid subject to the Period of Restoration. 
· 30 days less – they get up to 1st% of their limit
· 31-60 days – they get up to 2nd% of their limit
· More than 60 days – 3rd% (always 100%)  



Boiler and Machinery or Equipment Breakdown

This property policy was designed to cover three very specific perils that property loss forms exclude:
· Failure of a pressure or vacuum
· Mechanical failure including rupture or bursting caused by centrifugal force
· Electrical failure including arcing
Covers an accidental loss only (must be sudden) and not occurrences (repeated exposure)
Form provides for direct property damage when caused by a breakdown and indirect losses are available by option.
Wear and tear and maintenance issues are not breakdowns




Business Owners Policy (BOP)




A policy designed for smaller business risks that combines their property and liability coverage into one form, similar to the concept of a homeowner’s policy. Is written on a special form and provides for automatic additional coverages that are not available on the building and business personal property form.
Pages 80-92 for specific details
Because it is intended for smaller businesses the premiums are generally lower than what a mono-line or CPP policy would be. There are restrictions on square footage, payroll and sales. The following businesses are ineligible regardless of size:
· Auto, mobile home, motorcycle repair or service
· Bars & Pubs
· Manufacturing Buildings
· Places of Amusement
· Banks
· Self-storage that provides outdoor storage of motorized vehicles


Builders Risk




A commercial property policy designed to cover any type of building or structure during the course of construction, regardless of the type of building.
Contains a need for adequate insurance clause. Because the building is being built it requires that it be insured, at all times, for 100% of the completed value. If plans change, limit must be updated.
All losses are settled on ACV, but not much depreciation if it’s a new building.
The covered property is much broader than the building and business personal property form due to unique nature of being under construction.
Does provide some additional coverages including building materials and supplies of others, as long as they are going to become a part of the completed building



Cyber Liability



Protects businesses from cyber crime related damages to their own equipment and/or data, or theft of their clients confidential information.
Hackers, encryption of information, holding confidential information hostage, “white knights”, stolen laptop, etc.
First Party covers the insured for their actual expenses:
· Business Interruption and lost revenue
· Customer notifications
· Credit monitoring services for affected customers
· Ransom payments to extortionists
· Costs associated with public relations companies





· 
Personal Articles Floater



A personal policy designed to cover property that is easily movable and that may be subject to sublimits in a homeowners form. Is a personal inland marine policy type. Provides additional coverage over what a standard property insurance policy provides. Used for higher value items or unique collectibles. 
Typically provides open perils coverage, worldwide. Exclusions are different than a homeowner’s policy, usually providing more coverage for things such as mysterious disappearance or even breakage of mirror and glass. 






Commercial Property Floaters



Allows for special classes of property to be covered on a scheduled or blanket basis. Many options to choose from – name of form describes what can be scheduled. Because the building and business personal property form has premises restrictions this covers property that may be transported.
Filed Forms:
Accounts Receivable, Camera & Musical Instruments Dealers, Commercial Articles, Equipment Dealers, Film, Floor Plan, Jewelers Block, Mail Coverage, Signs, Theatrical Property, Valuable Papers & Records
Non-Filed Forms:
Bailees, Equipment Dealers, Business Floaters, Dealers Policies
Commercial Article Floaters are for owners of covered property, not dealers.


National Flood Insurance Program



Developed and backed by FEMA as a means to encourage flood management and building requirements and to provide financial assistance. Government worked with private insurers to develop “Write Your Own Programs”
Flood is the only covered peril and is very specifically defined. Must be a general and temporary condition.
When a community first seeks entrance in the flood mapping program, insurance can be purchased through the emergency program and limits are very low. Once FEMA maps the actual flood risk areas enters the regular program and can purchase higher insurance limits.
If you have a covered flood loss you are subject to both the building and the contents deductible. There is a mandatory 30 day waiting period, unless the insurance coverage is due to a FDIC approved bank closing.
Pages 107-109


Earthquake



Earth movement is excluded by property forms. Earthquake can be purchased as its own policy or may be added by endorsement. Provides coverage for the structure(s) and/or contents
On the personal lines side an earthquake is defined as the actual event and any aftershocks within 72 hours after the event.
On the commercial lines side and earthquake is defined as the actual event and any aftershocks within 168 hours.





Mobile Homes




Not always eligible for coverage on the standard Homeowners’ form without a mobile home endorsement on an HO2 or HO3. 
Mobiel homes have unique risks due to the fact that they are moveable and the way they are constructed inside.
The endorsement modifies built ins that may seem like contents to be covered under the mobile home dwelling. In the property removed additional coverage, the insured can move the entire home and have limited coverage for damage.
Insured can purchase coverage for the home while it is in transit which broadens the named perils to include things such as collision.



Watercraft



A homeowner’s form provides very limited coverage for boats. Best way to ensure coverage for property damage and liability is through purchasing a personal watercraft or personal yacht policy.
These policies will coverage damage to the boat, motor and can include the trailer. These policies can provide coverage for liability, medical payments (first party coverage) and damage to the boat (referred to as hull insurance).  The format of the policy is similar in structure to the personal auto policy.
Smaller boats are covered under the personal watercraft policy  while larger boats are covered under the personal yacht policy. 



Farm Owners



A policy that is designed with the same concept as the homeowner’s policy but provide coverage for personal and farm property and liability coverages; mobile agricultural machinery and equipment; and livestock.
Because it is a commercial property type policy insured must select which cause of loss – basic, broad or special. 





Windstorm


A windstorm is typically covered by property policies which provide wind coverage. There could be a concern when the windstorm is actually classified as a hurricane. Insurers are allowed to offer a separate hurricane deductible that applies under certain conditions when a Hurricane Warning has been issued. 
Insurers are also able to have a separate windstorm and hail deductible. Not many insurers have this, but if there is a separate windstorm deductible all losses from wind would be subject to that deductible.
Insureds can reject windstorm coverage by submitting a handwritten statement to the insurer. Rejection would apply to all types of wind losses, including hurricanes.


Insurance


A legal contract in which one party agrees to pay another if a loss occurs under the specific circumstances described in the contract. Insurance uses a pooling mechanism, sharing of costs, in order to have funds to pay for losses. We refer to this as a means of risk transfer
Insurance contracts have some unique characteristics:
· Indemnity Contract – put you in the same financial condition
· Insurable Interest – must have a financial interest in item at time of loss


Law of Large Numbers



A mathematical principle  that states the larger a number of similar but independent exposures increases, the accuracy of predicting losses also increases.
This is how insurers are able to calculate premiums to charge for similar homes – develop their base rates.





Insurable Interest





Must exist at the time of loss. The person insuring the property would be the one to suffer economic loss if property were damaged or destroyed. This is why you cannot insure something you do not have any ownership interest in. Prevents adverse action.




Risk


A chance or uncertainty of financial loss





Pure Risk


Chance of loss, or no loss. The only type of risk that is insurable.





Speculative Risk


A chance of loss, no loss, or a chance of gain. Not insurable.





Hazard


A condition that increases the likelihood of a loss from a covered peril. It can be physical, moral or morale. It’s not the actual loss, but something that made the loss more likely to occur.




Moral Hazard



Intentional loss. Could intentionally cause a loss, or intentionally inflate values of a loss. 




Morale Hazard


Carelessness or accident prone. Usually happens after insurance is purchased, as what’s the reason to take extra safety measures now that insurance will pay?



Physical Hazard


Physical characteristics which increase the probability or severity of a claim. Insurers usually inspect a property to observe for physical hazards such as lack of railings on stairs, missing roof shingles, etc.



Peril


A contingency that may cause a loss. The actual cause of loss. Policies cover either named perils or open perils.




Loss


A decrease in financial value. Any assets have a chance to be exposed to a loss which is what makes insurance a necessity. Insurance is a mechanism to help an insured recover the lost financial value – to be made whole.




Direct Loss



Physical harm/damage to tangible property.




Indirect Loss


Economic loss that follows as a consequence of the direct loss. Must have a direct loss as stated in the policy in order to claim an indirect loss. Most often referred to as additional costs associated with the loss of use of the asset.




Actual Cash Value


Loss settlement option that best meets the indemnification purposes of an insurance contract. Calculated by taking the current replacement cost of the damaged or destroyed item then minus out the depreciated amount of the insured’s item. This is based on its useful life and how old it is. A deductible, if applicable would also be subtracted.



Replacement Cost



Insured gets the actual cost to repair or replace the property.
Old for new coverage. While considered a betterment and not indemnity, the policy has safeguards in place to make sure items are actually replaced before getting their full replacement value.
Policies usually have a clause which states the insured gets the lesser of, so if item can be repaired for less than replaced that is the option the insurer will provide.



Market Value


An insurance loss settlement that pays the insured the value that would be collected in a competitive market from a willing buyer. Never used when the market value is higher than the replacement cost.
Typically used on policies insuring an older home that uses obsolete construction standards and having replacement cost coverage would actually be an inducement to have a loss. For example, the home would only sell for $80,000 but replacement cost is $300,000.




Agreed Value 


A loss settlement condition that is outside the concept of indemnity. The insurer and the insured agree in advance of a loss the value of property insured. The insured pays a premium on that limit and in the event of a loss the insured gets the agreed amount listed on the policy. The insurer has the right to take possession of the damaged item.




Stated Value


This is a maximum amount that would be payable. The insured states what the value is and is charged a premium based on that value. But in the event of a loss is paid the lesser of the actual cash value, the cost to repair or replace or the stated amount





Salvage Value



There is a condition within property policies called the Salvage Condition, which allows the insurer to take possession of damaged property at the time of settlement for the claim. This allows the insurer to recoup a portion of their loss payment by selling the damaged value in its current state. The amount the insurer receives for that sale is the salvage value. The insured does have the option to buy the property back at the salvage value price.


Proximate Cause



Doctrine of negligence that states where there is an unbroken connection between an action and damage from that action, then all resulting damage is part of the action.  To prove negligence must prove the action was the proximate cause and not some unrelated action that also occurred.
In property losses the peril that caused the loss is considered the proximate cause and must not be excluded in order to have coverage for the damage.


Deductible


The portion of the loss that the insured must pay before the insurance company pays their portion. Almost all property policies have a deductible, whereas most liability policies do not. The deductible reduces the amount the insurer pays out to the insured for a covered claim. On most policies you pay one deductible per claim, with the exception on flood policies.




Indemnity



The purpose of an insurance contract. The insurer agrees to put the insured back in the same financial condition they were in before the loss. The purpose is to never have an insured profit from a loss. 
That is why a person who has a 6-year-old car is not given the value of a brand-new car, they are given the value of the 6 year old car that they had.
There are some exceptions to the indemnity contract such as replacement cost or agreed value, but the insured pays more for those policies and there are conditions in place to comply with to get the additional coverages.



Limits of Liability


Each liability policy will list a limit, or maximum amount, that is payable under the policy for the type of liability covered. It could be a split limit of liability or a combined single limit. The limit could also be an aggregate limit. The insured can never collect more than the limit even if the loss is more.




Coinsurance


A clause placed on most property policies to encourage the insured to purchase insurance relative to the value of their property. If the insured carries a limit below the required co-insurance amount, they then share in the loss with the insurance company.
The clause does not apply in the event of a total loss, as in that case the insured is only eligible for the limit insured to but does apply on partial losses.
Calculated as: (Insurance Carried/Insurance Required) x amount  of loss = loss payment (- any deductible)
(Did/Should) x loss amount = payment (– any deductible)




Insurance to Value


A clause that modifies the co-insurance requirement in the event of a partial loss. You still have the co-insurance formula but in this case if you insured does not meet their co-insurance requirement they get the greater of: the amount determined by the co-insurance formula or the actual cash value of the damaged portions.





Occurrence



An accident, including continuous or repeated exposure to substantially the same harmful condition.
Can also include faulty products that over time causes injury.
Used as the trigger in most insurance policies, except for Equipment Breakdown which covers only an accident.



Cancellation



The termination of a policy before the end of the policy period by either the insured or the insurer. Insured can cancel at any time by either not paying premium or requesting insurer to cancel policy. Insurer can only cancel according to the terms or conditions stated within the policy or Maine laws regarding acceptable cancellation reasons.





Nonrenewal


The termination of a policy at the expiration date. Insured can tell insurer or simply not pay renewal premium. Insurer must notify insured according to Maine laws of intention to non-renew.




Vacancy


An increased hazard of property policies when there are no people and no contents. Many property policies contain a vacancy condition which will exclude certain losses and reduce other losses if a property has been vacant for a specified number of days. Insurer has right to terminate policy due to property being found to be vacant.



Unoccupancy


No people present, but property still has contents and is intended to be occupied again. A seasonal home or business.




Liability


Third party insurance coverage, where payment is made on behalf of the insured to another party who is outside the contract when the insured is liable for actual damages.



Absolute Liability


A legal liability concept that applies without the concept of negligence. Insured is liable because of the inherent dangers of the activity regardless of any precautions taken to prevent a loss.


Strict


A legal liability concept similar to absolute liability but used in terms of products. Applies to manufacturers, retailers, and wholesalers. Product must be safe for consumers for intended and foreseeable uses.




Vicarious


A legal liability concept where one party is liable for another party’s actions due to their relationship. A parent can be vicariously liable for their child’s actions and an employer can be vicariously liable for their employee’s actions.



Negligence


A tort or civil wrong. Insurance covers unintentional negligence. Determining negligence is up to the court systems based on finding all four facts to be true:
· A legal duty was owed
· There was a breach of that duty
· That breach was the proximate cause of damages
· Must be actual damages – bodily injury and/or property damage


Binder


A temporary insurance contract issued by the agent to the insured to provide for immediate protection until actual policy is written. 
Insurers still have time to underwrite the policy. Once a policy is issued by the insurer the binder is considered void. An insurance company may decide not to issue an actual policy but will have to issue a cancellation based on Maine law.


Endorsements


Any change to a policy that modifies the original coverage contained in the policy or the covered items on the declarations page. An endorsement can occur at any time of the contract. Endorsements can be mandatory or optional.




Blanket Coverage


A single amount of coverage that applies to two or more coverage items. 
For example, a commercial insured may own 5 buildings each insured for $100,000 and has a blanket limit of $500,000 available as a single limit to pull from in the event of a loss to one or more buildings. 




Specific Coverage



A single limit of insurance that applies to a specific item. 
For example, on a home policy there is a specific limit for the dwelling, a specific limit for other structures and a specific limit for contents. 
If you do not have enough of a specific limit, you cannot borrow against one of the other coverage types to increase your limit.


Declarations


Part of all insurance contracts. Typically, the first page of an insurance policy which personalizes the policy for the insured. Contains information such as named insured, insurance company, what is covered, limits, deductibles, premiums, and any other interests.



Insuring Agreement


Part of all insurance contracts. Describes what the policy covers, losses that the insured will be indemnified for, perils insured against.
Promise the insurer makes to the insured as long as insured pays premium.




Conditions


Part of all insurance contracts. Rules (duties and obligations) of the contract. Both parties have conditions they must comply with in order for policy to respond. Each type of policy has conditions specific to it. Property policies also list how losses will be settled as part of the conditions.


Exclusions


Part of all insurance contracts. Losses that will not be covered by the policy.





Definition of the Insured


Part of each insurance policy to identify who is covered by the policy. Each policy defines insured as a key definition. And may define it differently in each coverage part or section.
Review each policy and part for specifics that could change who is insured.





First Named Insured



The insured whose name appears first on the policy declarations. They have the responsibilities of the policy.
Only the first named insured can make changes, the first named insured is sent the policy documents and refund checks are made payable to the first named insured



Duties of the Insured


The conditions that the insured must comply with throughout the policy term, and usually during the claims process, to ensure their loss will be covered. Failing to comply with conditions could jeopardize a claim payment.




Obligations of the Insurance Company

The duties the insurance company must comply with, primarily paying covered claims that the insured complies with in a timely manner and in a fair settlement.



Mortgagee Rights


Mortgagees are listed on real estate properties only. Due to the nature of their financial investment they have special rights that a lien holder does not:
· Right to receive advance notice of cancellation
· Right to be protected (paid) even if the insured is prevented from receiving a loss payment (insured commits arson)
· Right to continue making payments on a policy if the insured fails to do so.




Proof of Loss



In a property policy, this is the official inventory of what was damaged and what caused the damage. Insured must provide this proof of loss to the insurance company, it must be a signed and sworn record of the loss.
This is what allows the insurer to accept or deny coverage based on finding the peril to be a covered one in the policy. Usually once submitted and accepted by the insurer, they now only have so many days to pay or deny.




Notice of Claim



This is the first report of a claim to the insurance company by the insured or another involved party. Allows the insurance company to open up a claim log to investigate and request documents to settle or deny the claim.
There is also a notice of claim condition or provision found within the policy that states the insured must notify the insurer promptly – this allows for faster response in order to mitigate potential damages.







Appraisal


A property insurance condition that addresses how disputes over the value of the loss is settled.
Each party, the insured and the insurer, select an appraiser to assess the property and determine the value. Those two appraisers select a third party to oversee the settlement. Valuation is considered final and binding.




Other Insurance Provision


An insurance condition which specifies how the specific policy will pay in regard to other insurance policies in force providing the same or similar coverage. 
Options include:
· Pro rata
· Equal Shares
· Primary
· Excess



Subrogation


A common law right of all injured parties to seek reimbursement from the party that harmed then. The insurance contract grants the insureds right of subrogation to the insurance company. In the event that a third party caused bodily injury or property damage to the insured and the insurance pays out, the insurer can subrogate against that third party to reimburse them their loss payments.




Elements of a Contract


Any contract must have four components in order to be considered a legal contract:
· Competent parties
· Legal purpose
· Offer & acceptance
· Insured’s offer is the application
· Policy issuance is the acceptance
· Consideration




Warranties


A promise by the insured that statements on the application are true, not just as the time of application, but will remain true throughout policy term. Insurers can require a warrant to become part of a policy that may not be specifically addressed on the application by requiring as part of policy. Failing to maintain stated warranties may void out insurance coverage. 



Representations


A statement made on an insurance contract that the insured believes to be true at the time they were made.  If found to be untrue, insurer cannot void the contract. Representations do not need to remain true throughout the policy term, only at time made.
Misrepresentations are false statements made. If they are material to the insurance coverage, insurer will have right to terminate policy.



Concealment


The insured has intentionally failed to reveal important details to the insurer. This could be something that they know is a concern because current insurer has issues with it or a unique risk that they know the insurer should know about but fails to share the information.




Sources of Underwriting Information


Information used to determine if an insured is eligible for the insurance contract and if so at what premium:
· Application
· Credit Report Used notice
· Privacy Laws
· Bureau of Motor Vehicle Records
· Comprehensive Loss Underwriting Exchange
· Automated Property Loss Underwriting System
· Insurance Company’s Records


Fair Credit Reporting Act


Federal regulation which protects consumers by notifying them when their information is being used, allows them to obtain copies of their reports when used in a negative or impairing way against them, and allows them to remove outdated and incorrect information. 
The regulation also requires that anyone using a credit report in order to issue or rate an insurance policy must obtain written approval.



Privacy Protection (Gramm Leach Bliley)

Federal regulation which aims to protect the privacy of insureds. Requires insurers to take means to safeguard their customer’s personal information and protect unauthorized access. The insurer or agency is not allowed to disclose any of the customer’s information to a non-affiliated third party and consumers are given the right to opt out of sharing their information.
Starts at the time information is provided on an application.



Policy Application 


First piece of information an insurance company is given to start underwriting risk. Is the insured’s offer in the insurance contract. By submitting a signed contract, they are offering to purchase the contract. The policy issued by the insurer is the acceptance.



Terrorism Risk Insurance Act (TRIA)


After 9/11 insurance companies all wanted to exclude terrorism. The federal government created this act, which requires all insurers to participate and make available coverages for any terrorism insurance losses. Insureds can reject terrorism coverage but must sign acknowledging. Insurers are able to charge additional premium to provide for terrorism losses.
Federal government provides funds to assist in losses. 




Territory Conditions





Many policies list a territory condition meaning that coverage only applies within that geographical area. Some examples:
Dwelling policies only cover contents at the residence premises and then by additional coverages give up to 5% world wide
Homeowners policies provide world wide coverage for property and contents
Auto policies restrict coverage to the United States, its territories and possesions, Puerto Rico and Canada. (The business auto has a slight exception for a leased or rented privated passenger auto)
Umbrella policies typically provide coverage world wide.
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