1. Property coverage

a. Valuations:

i. Replacement cost with coinsurance

1. On a partial loss can have a coinsurance penalty

ii. Actual cash value = RC – depreciation

1. Affects materials that depreciate more than brick/mortar

2. Can be a money saver, but  claims payments are subjective and will likely lead to claims payouts that are less than expected

iii. Agreed value

1. You and the insurance company agree to not squabble over valuations and come up with a maximum amount that they will pay out.

2. No coinsurance potential

b. Coverages to look out for:
i. Law and ordinance 

1. If in an older building and you have a partial loss, the local authorities will make you upgrade the building to code, and this is the sublimit that pays for that

ii. Business income AKA loss of rents
1. Pays you when a portion of your building is unusable due to a covered loss

2. Get actual loss sustained coverage – will reimburse you for your actual losses

iii. Flood vs water backup

1. Flood is water entering your building from the outside – rarely included
2. Water backup is water coming up through drains.  It’s the most common type of loss
a. Weak policies don’t include this.  It is a must for apartment buildings.
b. This is a good indicator if you ins. broker knows what they are doing
3. If flood is a concern, you have to ask for it to be added, and it can be costly

2. General Liability

a. Coverages to look out for:

i. Assault and Battery- 

1. Getting excluded or reduced limits more and more due to rising claims

2. The #1 coverage being removed right now on buildings with subsidized housing

ii. Abuse and molestation-

1. Sometimes grouped above, but try and get this coverage included as well

iii. Animals-

1. If you allow pets, make sure they are not excluded on your policy

iv. Hired and non owned autos-
1. If you have employees drive their cars or rentals on the businesses behalf, this is a must 
have coverage.  If they get in an accident on company business, your entity will be held responsible.   Should always tell your employees to never admit to be running company errands if they get in an accident.

3. Umbrella

a. Remember an umbrella only sits over your liability.  This limit doesn’t apply in any way to your property limit, so don’t underinsure your dwelling limit thinking this coverage is going to help you.
b. This coverage should be considered a “must”.  Affordable and helps you avoid catastrophic loss

4. D&O coverage

a. If you are accepting money from investors, this is the coverage that will protect you from shareholder or debtor suit

b. It will pay defense costs even on frivolous claims (most important function in my opinion)

c. Advice: leave your subscription agreements vanilla and don’t overpromise as it just opens you up to stakeholder lawsuits

5. Pollution coverage

a. Most common exposure is mold.  Pretty much all buildings are susceptible to this and it is excluded on the GL policy and expensive to remediate

b. Lead paint – if your building was built before 1980, lead paint was likely used.  If you know you have lead paint you should buy a pollution policy

c. Asbestos – was used in the construction of almost all commercial buildings until the 80s
i. If you are unsure if the building has been remediated this is something to look into further and coverage should be seriously considered

Summary – 

· Student housing, subsidized housing, and aluminum wiring all lead to much higher property premiums

· Keep your Class A properties insured under different policies than your subsidized (C and below)buildings, it will save you 30-40% on the Class A, and it wont negatively affect the subsidized buildings

· Prop, GL, Umbrella are “musts”

· If you have investors, consider a D&O policy (I would call it a must)

· Pollution coverage is the most under bought policy in your industry as all owners are exposed to losses.  Old buildings more exposed than young buildings.

· Assuming you are working with a broker who represents several insurance companies (and not a State Farm, All State, Nationwide captive agent), be honest with them and tell them what you need to get out of the policy if a loss occurs.  That way we can help you work to achieve those goals.
How to Win an Insurance Inspection

1. Remove all slip/trip/fall hazards (snow/ice on sidewalks, misc. items in hallways, uneven steps, broken railings…)

2. Have the common areas looking clean and high quality

3. Make sure fire extinguisher checks are up to date and smoke detectors are working

4. If possible, install the Stove Top suppression systems (about $25 each on Amazon)

5. Have an example unit that you are going to show them cleaned and make sure its your nicest unit

6. Have a one page write up on the following to share with the inspector:

a. Maintenance policy on Laundry (to prevent lint fires)

b. Housekeeping policy for common areas

c. Maintenance policy on smoke detectors and fire extinguishers
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