This Catastrophe Induction Manual is prepared for national distribution, and is not individually
modified for each state. Claims personnel must be alert to individual state differences in policy
language and law. All activities of State Farm Fire and Casualty Company personnel and
independent claim personnel must be in compliance with local laws and regulations. If thereis a
conflict between the Catastrophe Induction materials and local laws, the local laws shall control.

Copyright 1997 by State Farm Fire and Casualty Company. All rights reserved. This material is
written by State Farm Fire and Casualty Company for its use and other entities designated by
State Farm Fire and Casualty Company and shall remain its property. No use of this material
may be made without the express written permission of State Farm Fire and Casualty Company.
All copies of this material shall be returned to State Farm Fire and Casualty Company
immediately upon completion of any such permissive use. 3
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Model Unfair Claims Settlement Practices Act

Section 3. Unfair Claims Settlement Practices Prohibited

It is an improper claims practice for a domestic, foreign or alien Insurer transacting business in
this state to commit an act defined in Section 4 of this Act if:

A.

B.

It is cornmitted flagrantly and in conscious disregard of this Act or any rules
promulgated hereunder; or

It has been committed with such frequency to indicate a general business practice to
engage in that type of conduct.

Section 4. Unfair Claims Practices Defined
Any of the following acts by an insurer, if committed in violation of Section 3, constitutes an

unfair claims practice:

A. Knowingly misrepresenting to claimants and insureds relevant facts or policy
provisions relating to coverages at issue.

B. Failing to acknowledge with reasonable promptness pertinent communications with
respect to claims arising under 1ts policies;

C. Failing to adopt and implement reasonable standards for the prompt investigation
and settlement of claims arising under its policies;

D. Not attempting in good faith to effectuate prompt, fair and equitable settlement of
claims submitted in which liability has become reasonably clear;

E. Compelling insureds or beneficiaries to institute suits to recover amounts due under
its policies by offering substantially less than the amounts ultimately recovered in
suits brought by them;

F. Refusing to pay claims without conducting a reasonable investigation;

G. Failing to affirm or deny coverage of claims within a reasonable time after having
completed its investigation related to snch claim or claims;

H. Attempting to settle or settling claims for less than the amount that a reasonable
person would believe the insured or beneficiary was entitled by reference to written
or printed advertising material accompanying or made part of an application;

I Attempting to settle or settling claims on the basis of an application that was
materially altered without notice to, or knowledge or consent of, the insured;

J. Making claims paymenis to an insured or beneficiary without indicating the coverage
under which each payment is being made;

K. Unreasonably delaying the investigation or payment of claims by requiring both a

5/41199%

formal proof of loss form and subsequent verification that would result in.duplication
of information and verification appearing in the formal proof of loss form;
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CATASTROPHE INDUCTION

L. Failing in the case of claims denials or offers of compromise settlement to promptly
provide a reasonable and accurate explanation of the basis for such actions;

M. Failing to provide forms necessary to present claims within fifteen (15) calendar
days of a request with reasonable explanations regarding their use;

N. Failing to adopt and implement reasonable standards to assure that the repairs of a

repairer owned by of required to be used by the insurer are performed in a
workmanlike manner.

Page 1.2 Best Business Practices 51411995
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Our Commitment to Our Policyholders

5741999

Tt is the responsibility of the State Farm claim staff to implement Compary
philosophy with respect to claim handling. Our commitment 1o our policyholders |
| is to treat them like a good neighbor. We should: :

e Listen, be fair, be open, and carry out our part of the bargain under the
contract in good faith.

| Be familiar and in compliance with those laws and regulations that impact
claims in the appropriate state or province, and treat policyholders consistent
with requirements of the law,

{» Explain all relevant coverages under the policy., Encourage policyholders to
report all Josses and avail themseives of all benefits under their coverages.”

|« Diligently investigate the facts to determine if a claim is valid, reasonably
evaluate the claim and act promptly in resolving the claim. If it is necessary
to reject a claim for coverage or damages, it should be done promptly and
courteously, with an explanation for the decision.

1. Make an objective evaluation of the facts and circumstances supporting our
| policyholders’ claims. Doing so helps ensure our policyholders obtain all
benefits available provided by the insurance policy.

| » Give insureds a reasonable opportunity to comply with their responsibilities
under the policy. If a claim is rejected, be willing to listen 1o subsequent
input from the insured. Complete any necessary follow up in a timely
fashion, giving due consideration to any additional findings.

|+ Communicate with and be responsive to inquiries from insureds and their
attorneys by promptly answering letters and phone calls.

| In addition to our obligation to deal fairly with each policyholder, we also have

an obligation to pay only covered claims in the proper amount. Payment of those §
{ claims not covered, or fraudulent claims, unnecessarily increases insurance Costs
| for all policyholders.

| 151 summary, we are committed to paying what we owe, promptly, courteously,

and efficiently.

| Printed In US.A. 160-3657
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Claim Handling - Agency/Claims Relationship

Statement of Policy

An individual agent’s profitability or that of the Company is not, and never has been, a
consideration in claim handling decisions about coverage, liability, or damages.

State Farm agents, agency leadership, and claim representatives must maintain ntmost care and
good faith in their working relationships. A primary objective of the Marketing Partnership is
assuring that all claims are promptly reported and paid in the proper amount under the
appropriate coverage without regard to the effect, if any, such payments may have on an agent’s
Quality Results Profile (QRP).

Claim decisions must be based solely on the merits of the claim. Discouraging claim reports by
policyholder, improperly influencing the amount or timing of claim payments, ot shifting

responsibility for claim obligations to other insurers are inappropriate actions.

Quality Results Profile
Quality Results Profile is an agency program developed to provide policyholders with guality

insurance products at competitive prices. This program encourages each agent to develop and
maintain a quality. book of business. Claim decisions made by the Claim Department in certain
situations directly affect the determination of QRP points credited to an agent.
While we must keep the lines of communication open and give due consideration to input from
our agency partners, an individual agent's profitability or that of the Company is not, and never
has been, a consideration in claim bandling decisions involving:

o Under which coverage a loss should be paid

« Existence of coverage

e Who is or may be liable (whether a double insured or otherwise)

» Amount of reserves

s Extent of damages

» Subrogation action

From time to tirme agents will have legitimate questions pertaining to a particular claim. While
we must be responsive to inquiries about these issues and explain the basis for our actions, claim
decisions must be based solely on the merits of the claim. Decision-making authority on claim
matters rests with the Claim Department personnel.

Page 1.4 Best Business Practicas 5/471999
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Attempts to influence unduly a decision by the Claim Department must be politely resisted and
referred to the Claim Manager, who will take the matter up with the Agency Field Executive.

Summary

At the time of loss, it always has been State Farm’s policy and practice to provide effective claim
service to our policyholders, fairly and accurately determine what is owed, and pay that amount.
Any quality-based compensation or incentive programs do not, in any way, alter this
fundamental Company objective. This requirement is a cornerstone of our Marketing
Partnership and is part of our Auto and Fire Claims training and Agency 2000 Pre-Selection and

Internship development.

5/411999 | T
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CATASTROPHE INDUCTION

Catastrophe Orientation

To achieve our objective of providing good neighbor service to our policyholders, all
employees of the Company and anyone working on State Farm’s behalf must adhere to
basie work performance expectations. A professional work environment, positive
interaction with policyholders, appropriate security measures, and other business conduct
are among these expectations.

Human Resources Contacts Telephone Numbers

Business Practices

All Company employees and others working on behalf of State Farm must adhere to the business
practices of State Farm. Key subjects include:

« Report Information Accurately

s Acquiring and Using Sensitive Information
e Antitrust

o Improper Payments

o @Gifts, Entertainment, & Meals

s (Confidentiality and Proprietary Matter

« Equal Employment Opportunity

s Drugs & Alcohol

s Workplace Security

e Sexual or other forms of harassment which interfere with work performance or create a
hostile or offensive work environment

57471998 Human Resources
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Specific Catastrophe Issues

» All information sought by the media regarding State Farm’s practices MUST be referred
to Public Affairs :

» Appropriate attire must be worn while on State Farm business. DO NOT wear State
Farm business attire after business hours

« Per Diem for specific location

» Organizational chart of Catastrophe Operations”

s Security and safety issues unique to the catastrophe

¢ State Farm L. badge to be worn at all times while on duty

» No weapons allowed on Company property or while conducting Company business

Medical Procedures
» On site nurse {if applicable)

»  Workers’ Compensation procedures
o Local medical facilities

¢ Procedures for obtaining inmunizations, safety equipment, etc.

Miscellaneous
e Department file information

» Employee & Agents Assistance Program - ph

e Exit procedures

» Procedures for lost supplies, broken equipment, etc. ...

Notes

Page 2.2 Human Resources 51471999
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Claim Representative/Agency Media Instructions

When approached by the media, advise the reporter that it is your job to help our policyholders
with their claims. Then refer the reporter to the Public Affairs Department at the following

almbers:

Public Affairs Contacts Telephone Numbers

If the reporter insists on an interview, talk about your specific role in handling claims. Steer
clear of statements or opinions on issues of Company policy, philosophy, dollar amounts and the
number of claims reported or expecied. These type of questions MUST be deferred to Public
Affairs. If the reporter remains insistent and will not leave without a comment, here are some
general statements you may be able to use:

To report a loss, State Farm policyholders should first contact their agent or call
1-800-SFCLAIM (1-800-732-5246).

Advice to homeowners with losses: PERSONAL SAFETY is paramount. Make
temporary repairs when possible to prevent further damage, and save the receipts for any
temporary repairs made or materials purchased.

State Farm National Catastrophe Team members have already begun assessing damage m
the area. Our No. 1 priority is to take care of our policyholders’ needs as soon as
possible.

We have Natjonal Catastrophe Teamn members in the area who, along with State Farm
agents, are already issuing payments to policyholders for their damage.

In response to a repoyter’s request to accompany you on claim inspections, offer to relay their
request to Public Affairs or provide them with the Public Affairs telephone number.

The Public Affairs Departmént should be informed of ALL media contacts right away.
Following these guidelines will help ensure a consistent and accurate State Farm response o
media inquiries.

5/471989 |
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Customer Service

Disasters can be devastating and disruptive to people’s lives. Be empathetic to our policyholders’
needs. Whether you are at their home or business, talking to them on the telephone, or writing to
themn, you ARE State Farm to that person. Be a Good Neighbor!

Our goal in catastrophe situations is to take care of our policyholders’ claims as quickly and
efficiently as possible. Do your very best and put in a full day. This will enable us to provide
the best service to the most policyholders in the quickest possible manner.

Return all phone calls on the same day the call was received.

Make prompt contacts on all files assigned to you even if it may be some time before you can
conduct an inspection. This lets the policyholder know who has their claim and what to expect.
Use this initial contact to answer any gquestions the policyholder may have about what they can
do in the meantime, and to get more information about the damage they have incurred. You may
find their damnages are more or less severe than initially reported, helping you to effectively
prioritize your assignments. It will also help you identify those losses with interior damage that
will require someone to be home at the time of your inspection.

Review all assigned losses and identify claims by severity code. Plan to inspect Severity Code 1
files first. Organize remaining claims to maximize efficiency in routing and scheduling of
inspections.

Make a thorough inspection of the property. being sure to inspect all structures, fences, gutters,
siding, shutters, screens, elc. It is a good idea to ask the policyholders what damage they may
have noted themselves. Thorough inspections help avoid incomplete evaluations and reopened
files.

Communications with policyholders should be timely and conform to the Unfair Claim Practices
Act in the affected state. If a file is not closed on first contact, the Cat letter writing package may
be used, if appropriate, Lo continue correspondence with the policyholder. Be sure
correspondence is comrect before releasing it to be mailed.

Some files may require frequent contact. Every 30 days should be the maximum time between
contacts. Tt is recommended to make follow-up contacts more frequently when needed.
Document in the Activity Log all conversations with the insureds, and keep copies of
correspondence in the file.

Personally discuss settlements with the policyholders prior to closing the file. This provides an
op_l?ort:unity to answer any questions the policyholder may have regarding the settlement, how to
claim replacement cost (RC) henefits, etc. :

51411999 Customer Service Page 4.1
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Keep the appointments you have made. If you are detained at one risk, and are running late, cail
your other appointments to let them know you will be running late. If this poses a probiem, offer
to reschedule at the earliest time convenient for the policyholder.

Whenever possible, settle claims on the first call after completing the inspection,

Approach every claim with the attitude of what you can do to help that policyholder. Accentuate
the positive and what you can do for the policyholder, rather than what you cannot do. If none of
the damage claimed is covered under the policy, explain why to the policyholder, preferably in
person while at the risk. Be empathetic and understanding. Whenever possible, denials should
be done in person. Denials should be followed up in writing.

If you encounter an unfamiliar or difficult loss problem, and are unsure exactly how 10 proceed,
seek the help of your Catastrophe Team Manager.

Complete all paperwork within 24 hours of settling the claim, and promptly tum in all closed
files to your Catastrophe Team Manager.

Page 4.2 Customer Service 5/4/1999
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Basic File Requirements

-]

Claim Jacket 560-569 should be used. File contents and their order are listed on the
inside of the jacket. The CCE/ECF should be included in the file.

Sign the signature block and print your name clearly and legibly.

Contacts will comply with time standards set forth by the region at the time of the
catastrophe.

Return all telephone calls on the same day the call was received.

Provide concise and Jegible entries in the Activity Log. Document in the Activity Log
the date the loss was received by the claim handler, the date the insured was contacted,
the date of inspection, the date claim was paid, and the date of any other contacts and
activities.

Structural Estimates

o

5/441999 |

An estimate or scope of the damage should be prepared by a company represéntative"
The estimate should be on a line-by-line basis. Depreciation should be applied from
dollar one to the building structures as putlined in OG 75-30.

If applicable, place a Property Claim Agreement (560-273) in the loss jacket. Give the
original capy to the insured, and retain a copy in our file.

Document in the Activity Log that the Structural Damage Claim Policy form has been
given to the insured.

£ settlement is to be based on a contractor’s estimate, reconcile any difference between
the contractor’s estimate and the claim representative’s estimate. The contractor’s

estimate may be acceptable if we are able to determine the scope of the repairs and costs
are consistent with local prevailing prices.

Payment should be promptly made with a clear explanation of how the settlement amount
was determined. First contact settlements remain a service standard for our Company.
Pending files should reflect the insured was specifically advised as to what is needed to
conclude the claim. If there are questions about the contractor’s estimate, the file should
reflect the insured is advised of any questions.

Tf we have prepared an estimate for roof damage which is a "repair” rather than a

"replacement,” a cOpY of a Resf-Woskmanship Labor and Materiah-Guarantee form
chould be given to the insured and a copy placed in the file, if the region uses this
(Guarantee.

File Requirements age 5.1
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Review all structural damage estimates with the insured prior to issuing a draft. Ifan
estimate is prepared and the insured is unavailable at the time of the inspection, review
the estimate by telephone before sending a draft to the insured.

Personal Property

Misc

Page 5.2

If the Joss involves personal property, transfer the inventory to the Personal Property
Inventory Form unless the contents loss is simple enough that a notation in the claim log
will provide sufficient documentation. For example, a bicycle is damaged and it is the
only content iterm, a description of the bicycle and its age may become the basis for
computing the payment. The computerized contents inventory system may be considered
on larger inventories (in excess of 32 items or more than two pages).

Apply depreciation on contents items on an item-by-item basis. Depreciation should
follow Company guidelines as specified in OG 75-50. Explain depreciation and

replacement cost benefits information to the policyholder. The use of the State Farm
Replacement Service should be considered and documented.

ellaneous
Mortgagees should be protected on all drafts as outlined in OG 74-04.

Consideration should be given to salvage which should be tagged, logged, and scheduled
for pick-up in accordance with local salvage handling requirements.

An Underwriting Review, if appropriate, should be completed.
Subrogation should be considered and addressed in the file.

Make every effort to deny the claim in person and confirm in writing citing specific
policy language.

The "appraisal” process should be reviewed and approved by management prior o a
demand.

All claim personnel need to be familiar with the local Unfair Claim Practices Act.

Files are to be submitted to management within 24 hours of the undisputed ACV
payment. The file should stand on its own merits and clearly reflect the basis for repair
or replacement of damaged areas.

File Requirements 5/4/199%
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1
¢

Scene Investigation

» Review all assigned losses and identify claims by severity.code. Inspect Severity Code 1
files first. Personally inspect each risk and take enough photographs to clearly show the
damage involved, or that none exists. The photos should support the basis of the claim
decision. If Polaroids will not accurately depict the condition, then 35mm may be used.

Furn Tl

» Thoroughly inspect the property and document all damage.
» Do not ride with a contractor.

@A diagram is required where the damage is in multiple rooms and exceeds the minimum
repair charge.

Ry inrau

Every roof that can be safely climbed should be thoroughly examined for damage.

-}

s Claims involving roofs which cannot be safely climbed should be discussed with
management. Aliernative means of inspection (contractors, specialists, etc.) should be

considered.

—

e A diagram of the roof that clearly shows the measurements of the damaged slopes, and
the computations used to establish the square footage of the damaged areas. Note the
location of damage and/or test squares. It is not necessary to measure undamaged slopes
Of areas.

SR = e,

On total replacement of any slope, payment should be made on an actual cash value !
basis. A Property Claim Agreement form should be given to the insured and a copy
placed in the file pending the replacement of the slope.

The claim representative has the latitude to pay replacement cost benefits prior to the }
completion of the repairs when the insured presents an acceptable signed contract for P
{
1
I
]

repairs and/or the repairs are actually underway and documented in the files.

5/4/1999 | o
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Basic File Requirements - Large Losses

Large losses, because of their complexity, should be inspected. Inspections should take
place as soon as practical.

The standards provided in this section are in addition to those standards already provided
in the Basic File Requirement and Scene Investigation categories.

The file should reflect that we have provided the customer a clear explanation of the
claim settlement process.

There should be a systematic examination of the entire affected premises with organized,
labeled photos to document both the damage and the undamaged portion of the premises.
Polaroid photos are appropriate if they actually depict the damage. If not, 35mm photos
should be used. Photographs should document both building and personal property
losses.

The damaged premises (exterior and interior) should be diagrammed with necessary and
accurate measurements.

Where there is nothing left of the structure, consideration should be given to obtaining
(a) prior property appraisals, (b) building plans, drawings, permits which may be
available at the local building department, (c) any photographs or videotapes depicting
the interior and exterior of the building and contents that the insured may have stored in
an off-site location or with relatives, and/or (d) any construction repair or remodeling
contracts or estimates or receipts.

Sometimes it is necessary, due to unique circumstances, to videotape the remains of the
property. In order to document the building materials, it may be appropriate to obrain
minor samples to identify the building materials once you have received the insured’s
authorization.

It may be necessary to consider construction consultants if the construction is nnique and
involves significant complexities that may require assistance. For example, severe
hillside construction with limited access may require the building of platforms for
materials on the hillside in order to reconstruct the structure. Competitive bids should be
secured and made a part of the file.

Scope notes shounld be contained in the claim file. In most circumstances, if Xactimate is
used to create the scope, no separate notes are needed. Any claim representative’s notes
should also be included in the claim file.

Page 5.4
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« All versions of the estimate should be retained in the claim file. Any alterations to the g :
original estimate, or subsequent estimate, should be maintained in the file. Once we have =4
made a determination of the undisputed actual cash value of the damage to the structure, %
review the basis for onr claim settlement with the insured and issue a draft immediately. o
Contents Loss .
»
¢ Personal Property Inventory Forms should be used on all contents losses. Proper
venfication and documentation should be in the file.
&
Additional Living Expense (ALE) g
e Additional living expenses should be documented. Summarize the additional expenses, =

normal expenses, and any appropriate abatements. Documentation for ALE should be
contained in the ALE file. If multiple ALE payments are made, each should be
documented. One tool to use is the ALE worksheet (566-289).

Miscellaneous

o  All advances should be clearly documented in the file and recaps of all payments should
be given in correspondence sent to the insured. A Statement of Loss (560-233) is
required on all total Josses. Salvage should be documented on the claim jacket.
Subrogation should be considered, evalnated, and a determination made, if there is any
fanlty workmanship by a contractor, roofer, etc.

e The use of experts should be approved by management. These may include, but are not
limited to, construction consultants, engineers, architects, real estate appraisers, and
appraisers.

.L saujjapiny uopenasdag A sauljeping Suljooy A

SoH-y abelana)

57411999 File Requirements Page 5.3




CATASTROPHE INDUCTION

WYO Flood Losses (NFIP)

1) See Flood Claim Training Mannal

2) See Flood Claim Management Reference Manual

Page 5.6 File Requirements
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Earthquake (Additional File Requirements)

The following standards are in addition to those specified in the Large Loss file requirements.

The file should reflect that the crawl space areas have been inspected for damage to the
interior of the foundation, piers, joist, etc. Determine if the mudsill has split, moved, or
showed other signs of distortion. -

The file should reflect that during the walk-through, we inspected for distortion 1n walls
and floors, major cracks in stucco, brick, or siding. Look for a relation between the
exterior and interior damages.

The file should reflect we inquired of the insureds if any geotechnical or siructural
engineering reports were done prior to the earthquake.

If you determine a risk is scheduled for demolition or is in irnminent threat of additional
major damage, it may be advisable to videotape the complete exterior and any part of the
inteior of the building that can be safely viewed prior to demolition. Review these
sitations with your management.

It is important to use 35mm photographs whenever possible.

The file should reflect that, when warranted, we explained to the insured that it may be
necessary to conduct some destructive testing before a complete scope of damage can be
completed. This testing may consist of removing some drywall, paneling, or other type

of wall coverings to view the framing. The testing may become exiensive and require the
use of experts.

5/4/1999 o
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LOSS REPORT
] STATEMENTS
DIAGRAM
FILE ORDER | | PHOTOGRAPHS
S | ALE.
| BILLS AND INVOICES (Cov. B)
P.P.LF.
BILLS AND INVOICES (Cov. A)
| CONTRACTOR’S ESTIMATE
| SCOPE NOTES

C.AS.E/BANDWRITTEN ESTIMATE
PROPERTY CLAIM AGREEMENT

| PROOF OF LOSS
EXPERT’S REPORT
CORRESPONDENCE
ACTIVITY LOG
STATUS/CLOSING REPORT —

ITEMS SHOULD BE -
ASSEMBLED -
CHRONOLIGICALLY i

Page 5.8 File Requirements 5/4/1999



CATASTROPHE INDUCTION

Fire Claims

Catastrophe Estimatics Information

Points to consider:

A. Yactimate 99

1.

5\3

Remember, when you use (1) for a missing wall, it may count for two sides.
Missing walls should not be included within the estimates. Additionally, openings
equal to oF greater than 24 sq. ft. should be deducted with any deviations
explained within the claim file.

The use of incorrect variables can resnlt in over/underscoping.

Diagram measurements chould match input measurements in the system.

List issues

Catastrophe pricing issues should be referred to Catastrophe Management via the
Price Check Request Form.

You should use the correct and most uppdated price list for the territory or
territories in which you're handling claims.

You should become familiar with the Price List Definitions. The Price List
Definitions outline the general scope of repair, as well as the type/grade of
material within the specified unit cost.

If there is a price override in the estimate, it should be explained and adequately
docusnented in the file.

The removal and replacement of 2 door unit includes the jamb and casing 1n most
door replacements. Therefore, there will usually not be 2 need to figure these
items separately.

Exceptions: Bi-fold door sets do not include the jamb, casing, or painting. The
hardware associated with this unit cost is of a low-grade plastic
material. If higher-grade hardware is involved as part of the loss,
consider snch hardware as a separafe entry. By-pass mirror doors
within the price list do not include a frame. Therefore, if involved
as part of the loss, the frame rmust be writien as a separate entry.

5/4£1999
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CATASTROPHE INDUCTION

10.

11.

13.

14.

15.

The price list includes a roofing price for the removal and replacement of
shingles, which includes the removal and replacement of 15 Ib. felt. When using
this charge, do not write the replacement of felt as a separate line item entry.

Also, the price list includes a roofing price for the replacement of shingles only.
This should be considered for possible overlay situations or in cases where felt is
not present at the time of the loss.

The painting unit prices include minor sanding, puttying, and preparation time.
Removing/resetting of light fixtures, electrical plates, and heat vents included as
separate line item entries would generally result in overscoping.

The unit prices for wood and chain-link fencing include the removal and
replacement of one post set as part of the unit price.

The unit prices for the removal and replacement of fence gates include one post
set in the charge.

The unit price for cartage and debris removal per ton usually includes necessary
landfill fees for the area.

The dumpster load prices usually include landfill fees for the area.

Most of the prices for the removal and replaccinent of wood flooring include
filling, sanding, and finishing. Therefore, there should not be a need to add a
separate line item entry to finish the floor.

The unit prices for the removal and replacement of ceramic tile include the grout.

The removal price, within the unit cost, includes labor charges to place the item(s)
removed into a dumpster a reasonable distance away. A dumpster in a driveway
of a one or two-story residence would be considered reasonable and there would
not typically be a need for additional charges to place debris in such dumpsters.

Note: The removal price does not include the cost of the dumpster itself.

Do not arbitrarily include floor prep as an additional line item entry when
replacing vinyl sheet goods. A reasonable amount of floor prep is included in the
unit price for the replacement of vinyl. If an above average amount of floor prep
is required, we could add an entry to our estimate. Handle on a case-by-case
basis.

PNT AC (painting acoustic ceiling (popcorn) texture) in the price guide includes
sealer, latex paint, and labor. Additionally, normal masking and prep are
included in the operations for this line item entry. Additional masking and
preparation would only be necessary in special situations.

Page 6.2
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16.

1.

10.
11.

13.

14,

Other

Gieneral Contractor Overhead and Profit: Refer to Estimatic Best Practices within
this section.

Subcontractor’s overhead and profit is included within the unit cost.

Routinely estimating insulation in all walls is a common error. Normally, wall
insulation is only in the exterior walls.

Give attention to your efforts to estimate the correct grade of material. An
example would be to estimate standard grade carpet when the home has high-
grade or the opposite.

‘Watch the omission of hidden items. Examples: estimating to remove and
replace the floor joist but omitting sub-flooring and/or the floor covering;
estimating to remove and replace walls or flooring, but omitting the trim or base.

Sales tax should only be applied to material costs in most areas of the country.
All scope notes should stay in the file.

Estimating to include scaffolding for use on a one-story building is not necessary
in most instances. If you feel it is necessary, explain in the Activity Log the
reason any scaffolding was required to effect repairs.

Condensation problems can occur within double-glazed windows. This typically
happens over a long time and is therefore not sudden and accidental. If a covered
Joss has occurred to double-glazed windows, consider subrogation and the fact
these windows are usually warranted.

Consider 35mm photos on larger, more complex losses and on losses involving
possible coverage issues. The key guestion to remember i whether or not the
claim decision can be supported with the photographs within the claim file.

Remember to consider salvage, including selling items back to the policyholder.
If salvage is involved, complete the Salvage Disposition Form.

Remember to consider appropriate subrogation opportunities.
Explain and reconcile estimate discrepancies with all parties involved.
Attach a calculator tape to contractors' estimates and to our handwritten estimates.

Review cleaning bills with the policyholder to verify charges and activities
performed.

Review cleaning service and water extraction biils for items included within our
estimate or other estimates.

51411899
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CATASTROPHE INDUCTION

Estimatic Best Practices

The following is a compilation of various estimatic best practices. The areas addressed
provide general guidelines only and are not intended to definitely address every sitnation,
nor do they replace the Operation Guides.

The Operation Guides and/or state or local law supersede the areas addressed. The
specific policy should be reviewed for terms or conditions that may alter these general
guidelines.

Due to possible fufure changes in the Operation Guides, policy language, or state/local
laws, these items may change. Claim personne)] should contact Catastrophe Management
with any questions.

TOPICS

Acoustic Ceiling Tiles

Cabinets

Cleaning

Content Manipulation

Debris Removal vs. General Demolition
Demolition Overlap

Depreciation

Drywall

Floor Coverings

General Contractor Overhead and Profit
Insulation

Insured Labor

Matching

Minimum Charges

Openings

Painting

Roofing

Wallpaper

Reconstruction Overlap

Estimate Reconciliation
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Acoustic Ceiling Tiles
If the damaged ceiling tiles were previously painted, it may be acceptable to replace only the
damaged tiles and paint the ceiling again.

If they are not already painted, it may not be acceptable to paint the ceiling tiles. Judgment
chould be used. Be mindful of cases involving severe misrnatch. Consider the age, condinon,

and availability of the existing tiles. )

Cabinets

Tn nearly all cases, it is possible for the bottom, the ends, and/or the kick plates of cabinets to be
repaired without replacing the entire cabinet. Close examination of the construction type,
fastening systems used, and other considerations are necessary.

Stain and paint can be easily matched on cabinet surfaces.

For exarnple, if there 1s an obsolete upper tier cabinet and no repairs can be effected, we may
consider replacement of the upper cabinets even if one unit sustained damage. The lower
cabinets (if unaffected) would not be considered as part of the loss. This situation would be
handled on a case-by-case basis and require management input/approval.

Cleaning

If the damage consists of only very light smoke or soot, an itemized scope specifying each
individual item in a room may be overscoping. A general overall cleaning on a per room basis or
by the bour by either the contractor, restoration company, maid service, or insured may be more
appropriate.

Content Manipulation

Routine use of the content manipulation charge would most likely result in overscoping. This
charge should usnally only be necessary when the items in the room must be removed in order to
effect repairs. If items within the room are simply shuffled to the center of a room and draped, it
is usually not necessary and/or is already included in the unit price. Unless there are unusually
large, heavy, or "specialty"” items, we would not include content manipulation. Do not hesitate to
%nquire as to whether or not actual content manipulation is necessary from repair firms in the
1mpacted area.

Note: We should usually allow to reset appliances such as washers, dryers, ranges, etc.

5/4/1999 Estimatics Page 6.5
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CATASTROPHE INDUCTION

Debris Removal vs. General Demolition

Debris removal should be included within our initial ACV payment when it is reasonably likely
to be necessary as part of the loss. The price guide includes charges for individual pickup truck
loads as well as charges based on specific dumpster sizes. Use good judgment with estimating
the amount of necessary debris removal based on the amount, weight, and size (volume) of
debris.

General demolition would most likely be applicable on larger losses such as tornadoes, fire
losses, earthquake, flood, etc. If general demolition is necessary, consider this as a bid item in
miOst cases.

Demolition Overlap

Remember to pay particular attention to the use of the "rermoval” function on al] estimates,
Demolition overlap can occur here, as the item many times has already been removed by the
"loss" or by the repair firm performing another aspect of repair within our estimate. In these
cases, we would only write to replace and add any necessary demolition charges or debris
remaval.

Following are a few examples of demolition overlap:

1. Total loss to the building from a tornado and the estimate line iterm entry reflects to remove

and replace vs. replace with a separate line item entry for debris removal and/or general

demolition.

Removing and replacing wallpaper while needing to remove and replace drywall on the same

surface area(s). The function of "removing" the wallpaper is accomplished by the removal of

the drywall. )

3. Many times, losses involve damage to doors and door locks, If we're estimating to remove
and replace the door, it is reasonable to ask that we write only to replace the locks, not
remove and replace the locks. The locks have been removed by removing the door.

E\J

Depreciation

Refer to the Depreciation Guidelines section of this manual. Depreciation should be based on
the depreciation guide with any necessary deviations adequately explained within the claim file.

If depreciation results in the ACV loss falling below the deductible, it should still be applied. If
the policy has replacement cost benefits, then an appropriate PCA should be issued. Always be
consistent.
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Drywall

Drywall repair versus replacement - If the face paper of the drywall is compromised, the drywall
will usually have to be replaced up to the point where the paper has not been compromised.
Alternative repair techniques such as spackling are possible. Handle on a case-by-case basis.

Blown acoustics - If the blown acoustic is common, we will spot repair the blown acoustic and
then paint the ceiling to a natural break. Good judgment should prevail as you compare the area
damaged to the whole entirety of the ceiling area.

Floor Coverings

Two "finished floors" (for example. carpet over vinyl) - We will provide a smooth surface over
which the carpet can be laid. This may mean replacing a section of the vinyl if only a section of
the vinyl is damaged. Also, it could mean removing ail of the vinyl. Handle on a case-by-case
basis. When multiple layers of floor covering are involved, we will usually only owe to go back
with the type of floor covering that served as the top surface.

Two "finished floors" (for example. carpet over hardwood) - We owe 1o sand the wood to a point
where a smooth surface is provided and to replace the carpet.

‘Note: The key in these types of losses is good judgment in evaluating whether or not the wood
flooring could have been restored to a true "finished” floor prior to the loss? Consider
whether or not the “finish” had been destroyed by a prior loss, including pet stains,
paint, water damage, etc. The mere installation of carpet with tack strips does not
necessarily preclnde the floor from ever being restored to a “finished” state. Ifitis
reasonable that the wood flooring could have been restored to a true "finished” floor, we
may owe for acmal wood floor replacement (usually finished) to provide the smooth
surface. In this case, our adjustment of the flooring loss would include to remove and
replace damaged wood flooring (unfinished, so adjust the unit cost), replace the floor
finish with appropriate depreciation, remove the pad and carpet, and replace pad and
carpet subject to appropriate depreciation.

Qa]cu}ating carpet and rolled sheet eoods - The drop and fill method is the correct method
whether or not the laptop is used. The drop and fill method should be used in all simations

* regardless of the number of rooms. It is not necessary to round up the total roll length to a whole
number.

I%emoval of floor covering - The removal of floor covering sheet goods is based on actual room
sizes or the specific area to be removed. The removal of floor covering should be a separafe line
item entry within the estimate. Rernember that some floor coverings can be and are overlaid.

-
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K. General Coniractor Overhead and Profit

In some instances, as repairs become more complex and as more trades become involved, a
policyholder may choose to engage 2 general contractor. A general contractor coordinates and
schedules the efforts of various subcontractors and is entitled to overhead and profit above the
cost of individual subcontractors.

When it is reasonably likely that a covered repair will require the services of a general contractor
to coordinate and supervisor the repair, the general COntractors overhead and profit payment
shall be paid with the ACV payment. The appropriate percentage charge should be added to the
bottom line ACV calculation. The need for a general contractor must be gvaluated using good

_judgment on each loss according to the complexity of the repair, the degree to which irades
require coordination, and the aumnber of trades involved. If judgment dictates that the use of a
general contractor is unnecessary, the cost associated with such use shall not be paid with the
ACYV payment.

When the need for a general contractor is questionable, the cost associated with a general
contractor’s overhead and profit is payable only if the property is repaired or restored by means

of a general contractor. Overhead and profit should not be paid with the ACV payment in this
case.

The claim representative has the latiude to issue replacement cost benefits prior (o completion of
the repairs when the insured presents an acceptable signed contract to repair the damage or when
the repairs are underway. The acceptability of the contract is a matter of judgment for the claim
representative on a case-by-case basis.

There will be occasions when the policyholder does the work based on our claim estimate. Our
claim estimates should be written or evaluated on the basis of Xactimate pricing. The deductible
and appropriate depreciation should be applied 1o the replacement cost estimate, and an ACV
payment should be made. When the insured establishes the work is completed, the supplemental
payment for replacement cost benefits should then be made based on the replacement cost
estimate that was used to make the ACV payment. If a decision had been made that it was
reasonably likely that a general contractor would be necessary to supervise and coordinate the
repairs, the remainder of the general contractor overhead and profit allowance should be paid at
the time the replacement cost benefits are paid.

Insulation

We do not automatically include insulation. Use judgment in determining the amount of water to
which the insulation was subjected. Additionally, do not automatically let the entry defaplttoa
minimum charge.

Page 6.8 Estimatics 51471999
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‘When an insured 18 performing work listed within our Xactimate pricing, our payment should be
based on the price guide. In other words, review the price list definitions and pricing
components for the trades involved and pay our insured per the retail labor rates. The payment
should nat exceed what it would have cost a contractor to do the same work.

Matching

Matching is an issue that will involve management review and input. This requires careful
consideration of all factors and conditions involved. Judgment is required and the situations
handled on a case-by-case basis.

Major or substantial mismalches usually invelve color, size, or texture, If there is 2 major
mismatch, we may consider paying more than what is actually damaged. Again, management
involvement will be required.

If a decision is made to pay for undamaged material, show the cost to replace the undamaged
material on the Property Claim Agreement and make payment when incurred or contracted to be
done.

Minimum Charges

Avppropriate number of minimum charges - The Xactimate pricing system enables the estimate
writer to toggle minimums within line item entry. It is the estimate writer's responsibility to
know how to appropriately apply or adjust the minimum charges. The nse of multiple minimums
of the same trade thronghout the estimate is inappropriate.

Minimum charge adjustment - Judgment should be used. This will allow deviation from set
minimum charges with some explanation provided for your claim decision. Consideration
should be given as to whether or not a irade person performing other repairs will perform this
activity or whether or not a specialty contractor will be necessary to effect repairs. If a specialty
contractor is most likely to be necessary, the minimum charge should be extended. If not, our
estimate should reflect a complete scope of repair with the minimums toggled off for repairs not
requiring a specialty trade person.

Openings

As a general guideline, we will deduct all openings equal to or greater than 24 square fest. The
24 square foot gnideline applies to all wall coverings, exterior finishes, painting, wallpaper,
roofing (openings such as skylights), cabinetry, fireplaces, etc. The 24 square foot guideline

does not apply to estimating framing or finish-carpentry. We will deduct all missing walls,
regardless of their size.

5/4/1990 Estimatics Page 6.5

)
=)
o
1t}
-y
[
[{e]
m
w
4
0
on

saujemng uonepaideg | saujjapiny Bujjooy A Bujuoday

i

c
Q
<5
1]
=
o3
=]
[+4]
1
o |
C
2




CATASTROPHE INDUCTION

While adhering to the 24 square foot guideline, there will be occasions where an additional
consideration will need to be given to certain wallpaper, paneling, and other items generating a
large amount of waste to effect repairs. Any deviations should be adequately documented in the
claim file. -

Painting
Number of coats - When replacing only a section of drywall, we usually owe to seal the new
drywall and apply one finish coat of paint to a natural break. Remember that new drywall must

be sealed. This can be accomplished using a primer coat and one coat of paint or using two full
finish coats of paint.

Many times, the seal/primer is tinted the same color as the finish coat of paint.

When handling fire losses involving heavy smoke damage to drywall, wherein the structural
integrity of the drywall has not been compromised by water, heat, or fire, a more proper scope
might include to clean the surface area, seal or prime the surface area, and paint the surface area
two full finish coats. This is typically most applicable to heavy soot or smoke damage, wherein
there 1s a need to cover up the staining and smell agsociated with this type loss.

Sealing multiple areas - If the unit cost of the painting does not include sealer, it is proper to seal
the damaged area and paint the entire area one coat.

Painting undamaged trim - In most cases, it is not necessary to paint undamaged trim in a room.
(For example, baseboard at the bottom of the wall is water stained, but chair rail or crown
molding higher up is not stained. All are painted with enamel paint.) In this example, the
baseboard should be painted, but not necessarily the chair rail or crown mold. Likewise, painting
of door trim and jambs should not be "automatic” in these cases. If the doarjamb is to be
painted, it is not necessary to paint both sides, as the doorstop can be considered a natural break.

Roofing

Note:  Additional roofing topics are covered later within this Estimatics section, and within the
ROOFING GUIDELINES section of this Induction Manual.

Metal roof vents and gutters - If these items are merely slightly dented from hail, but remain
functional, their replacements should be included in the settlement IF the damage occurred
during the loss or claim in question. Prior damage should not be considered on the cuirent claim
if it was included in a prior settlement. Remember to cacefully review prior claim files.

Page 6.10 Estimatics 31411999



CATASTROPHE INDUCTION

Wallpaper 1
4.square foot gnideline - Applies when calculating the replacement of wallpaper. However, you
S ust consider pattern match and necessary waste in your overall evaluation of the loss. Good

judgment should prevail and we should only allow what is necessary to effect repairs.

‘Prep for wallpaper - Do not arbitrarily allow an additional line item entry for prep on all losses
involving wallpaper. A reasonable amount of prep is included in the unit price for the
replacement of wallpaper. Sizing is necessary when applying wallpaper to new drywall.

Reconstruction Overlap

Reconstruction overlap associated with over-itemization of scope is exemplified by the
following:

Csrimrmadmnan

Cleaning a toilet and cleaning the toilet seat.

Remaving/resetting outlet and switch plates to paint. This is included within the
preparation time in our paint prices.

Removing/resetting lights to paint. In most cases, painters will drop and bag lights ;
including chandeliers versus removing/resetiing them.

[

Reconstruction overlap resulting from improper scoping can oceur in situations exemplified by
the following:

= ke =

1. Estimating wall framing twice becaunse adjoining rooms share a common wall.

Painting and wallpapering the same walls,

Painting two sides of a door in one room and then picking it up again in the adjoining
TOOT.

S g

Installing insulation between rooms and within interior walls. Typically, insulation exists
only on exterior walls. If it exists on interior walls, document it within the claim file.

-

Allowing multiple minimums of the same itern throughout the scope of the entire risk.

Painting the wall and then allowing additional line item entries for painting baseboards f
and other trim painted the same color with the same type paint as the wall would be
overscoping.

P o
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Estimate Reconciliation

Estimate reconciliation is a vital and necessary part of providing Quality Claim Service to our

policyholders.

When comparing estimates, evaluate the following items:

A, Scoping:
1. Repair vs. Replace 4,
o Matching
= Repairability
= (bsolescence
» Cost effective
2 Measurements 5.

e Rounding
» Room offsets
e Accuracy
e Math errors
3. Unit cost vs. lump sum
s What the item includes
o Compare like items
» Reqnest breakdown

B. Pricing:

1. Unit cost vs. lump sum 4.
o Pricing same operation
o What price includes
e Remove upgrades

2. Labor and material 5.
e Like kind and quality of

materials

e Hourly wage rate

3. Minimums and specialties

s [Init cost not accurate

» Increase production time

e Onpe minimum per trade per
job

Page 6.12 Estimatics

Upgrades

Materials
Additions

Code requirements
Design changes
Unrelated work

Overlooked items

Contractor
(laim representative
Request breakdown

Overhead and profit

Not cumulative

Math errors

Unit of measure
Replacement cost vs.
actual cash value
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When reconciling differences with contractors or repair firms, remember to be professional and g
open minded in your discussions. Share our scope and/or estimate and ask the following: 3
1. How they arrived at their figures. %
2. What they saw that made them feel a specific item was necessary. &
3. Why they felt an item needed to be replaced versus repaired.

Explain to contractors of repair people:

1. Policy lirnits and/or exclusions. D l '
- i
o i
7. How you arrived at your figures. %L %
Q!
3. ‘What you saw that made you feel a specific itemn was necessary. !
4. ‘Why you felt an item needed to be repaired versus replaced. P

Once you've obtained the necgssary information and any appropriate documentation, you will be
in a position to make the proper claim decision. Good Neighbor Claim Service is exemplified by
keeping the insured advised as to the status of their claim.

sauljapiny Buyooy

sauj[eping uojiejoasdag

coH-v 8belanod

5/4/1999 Estimatics Page 6.13




CATASTROPHE INDUCTION

Roof Measurement

Type of Roof
Gable

Hip
Mansard
Gambrel
Shed

Steps in Process

1. Draw diagram

2. Find main body and measure
3. Find extensions and measure
4, Add waste (average %)

Waste = starter, cap, waste
Flat - 5%
Gable - 10%
Hip - 15% -
Composition shingles are typically sold 3 bundles per square, although architectural may be sold

as 4 or 5 bundles per square. Therefore, replacement of composition shingles is rounded up to
the next 1/3, 1/4, or 1/5 respectively.
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Roof Types
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How to Diagram a Roof

1. Draw Diagram
a) draw outline
b) draw ridge
c) draw valley
with dotted
T lines
4 “
\
2. Find main body and measure
3. Find extensions and measure
4, Add waste (average %)
Gambrel - 10% Gable - 10%
Hip - 15% Mansard - 10%
Flat - 5%

T e A T Ry oy
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Formulas for Estimating

Rectangles

The area of a rectangle equals
the base multiplied by the height.
BxH

Parallelograms

The area of a parallelogram equals the
base multiplied by the height. All
opposite sides of a paralielogram
are parallel.

BxH

Trapezoids

The area of a trapezoid equals one-half
of the sum of the top and bottom
multiplied by the height. Only the top
and bottom sides are parallel.
1/2B1+B2)x H

Triangles

The area of a triangle equals one-half
of the base times the height. The height
is the perpendicular distance from the base
to the highest point.
12BxH

Cones

To find the surface of a Cone, steeple,
tower, multiply the circumference of the
base by the height and divide by two.
BxH
2

o
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CATASTROPHE INDUCTION

Other Formulas

Volume
(Unit of Measure is Cubic)

Cube
V = Length x Width x Height

Circle
Area = R>

Circumference = xt Diameter

Diameter = Circumference
T

1 = mathematical equivalent of 3.1416

Paze 6.18 Estimatics
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Hypoienuse

There may be occasions when you will need to know the Iength of the side of a tnangle opposite
{he right angle. This side is called the hypotenuse.

HYPOTENUSE

B

The formula for determining the hypotenuse is:

VB + B2 = HYP

The process of extracting a square root is symbolized by V¥~ . A square root is a number which,
when multiplied by itself, equals the answer.

Examples
2x2=4 2v4 2 isthe square root of 4
3x 3=0 3V9 3 is the square root of 9

9x 9=81 9V 81 9 is the square root of 81

10 x 10=100 10100 10 is the square root of 100

3/4/1999 Estimatics Pape 6.19
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Example

Find the hypotenuse of these triangles.

(6x6)=36 L.
(12x12)=144 ft.
36 + 144=180 ft. -

6’ 180 =13.42 ft.

The length of the hypotenuse is 13.42 ft.

ANSWER

The length of the hypotenuse is
15.26 ft.

(8x8)=064 ft.

(13x13)=169 ft.

8’ 64 + 169=233 fi.

233 =15.26 fi.

13’
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Mathematic Equivalents

WNCH/FOOT
INCH DECIMAL
1 = .08
2 = 17
3 = 25
4 = 33
5 = A2
6 = 50
7 = 58
8 = .67
9 = 5
10 = B3
i1 = 82
12 = 1.00
Linear Measure
12 IﬁChBS =
3 Feet P
Surface Measure
144 Square Inches =
9 Square Foot =
100 Square Feet =

Volume Measure

1728 Cubic Inch =

27 Cubic Feet =

1 Foot

1 Yard

1 Square Foot
1 Square Yard

1 Square

1 Cubic Foot

1 Cubic Yard

51411999
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Unit Measurement

The majority of items estimated in fire claims are done on unit cost basis. Unit cost includes
both labor and material. For each damaged item to be repaired or replaced, you simply
deterrnine unit measurement x unit cost for total cost of repairs.

Unit Measure to Use

Roofs
Shingles SQ of Roofing
Felt SQ of Roofing
Valleys Linear or Running Foot
Ridge Vents/Caps Linear or Running Foot
Roof Decking SQFT
Ceilings .
Sheetrock SQFT
Texture Ceiling SQFT
Painting SQFT
Insulation SQFT
Walls
Sheetrock SQFT
Painting SQFT
Paneling SQFT
Wallpaper Per Roll/SQ FT (check unit price)
Floors
Carpet Replacement _____ SQ YD
Padding SQYD
CarpetCleaning_ SQFT
Viny! Flooring SQYD
Underlayment SQFT
Subflooring SQFT

Page 6.22 Estimatics 5/4/1999
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e

Trim
Baseboard Linear Footage
Shoe Linear Footage
Chair Rail Linear Footage
Crown Molding Linear Footage
Doors Per Unit
Windows Per Unit
5/4/1999 Estimatics Page 6.23
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CATASTROPHE INDUCTION

Notes and illustrations

Eave

Figure 30. Roof Vent Figure 31. Turbine Vent

5141199
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Additional Roofing Costs

Tn addition to the cost of shingles, you may have o pay extra for the following:

1.

4.

5.

Steep roof (7/12 or greater) - You will need to determine the pitch of the roof. Toe
boards may be needed to secure footing while one is
working on the roof.

Two story roof - Charges will be paid only when shingles cannot be raised to the
second story with a boormn.

Tear off and clean up.
Felt paper - Usually it is included in the unit price of the shingles.

Valleys.

Your price list should reflect prices for the above cost items.

Page 6.26 Estimalics 5741999
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Roofing Material (RFG)
Roofing materials protect the building from the sun, rain, SROW, wind, and dust. These materials
also add to the attractiveness of the building by adding color, texture, and paftern.

Commuon roofing materials are:
» Composition roofing
¢ Wood roofing

s Built-up roofing

Composition Roofing
Composition roofing can be divided into three broad classes:

s Samrated felts
+ Rollroofing

s Shingles

Saturated Felt
Felt paper is saturated with tar or asphalt to make it waterproof. Felt comes in different weights.
15 pound felt is commonly used as an underlayment to roll roofing and asphalt shingles. Heavier

felts are nsed for special applications (discussed later).

Rol! Roofing

Roll roofing is a fiber and asphalt saturated roofing material that comes in rolls. Rolls are
normally 36" wide. The length of the roll varies depending on the weight of the roll roofing
material. The weight of a square of roll roofing 1anges from 45 to 90 pounds.

There are several different types of roll roofing. Some are smooth and are commonly used for
built-up roofing. Others are mineral surfaced (have graoules embedded in the surface) and can
serve as a finish roof without being coverad by sore other material.

Shingles
Composition shingles are made of fiberglass or asphalt-saturated roofing material embedded
with mineral granules. Their makeup is very similar to that of roll roofing. However, shingles

come in various shapes and weights.

5141999 Estimnatics
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CATASTROPHE INDUCTION

Typically, for any given design, different weights are availabie and heavier weights are more
expensive and have longer manufacturer’s warranties. Pricing is normally broken down by
weight. The weight is the weight per square (100 SF) of shingles.

The most common shingle design is a three-tab square butt shingle. Next to three-tab shingles,
architectural (layered) shingles are most common. Archilectural shingles are designed to give
the "layered” look of a wood roof.

Three-tab shingles normally range in weight from 200 1b. to 240 1b. and are packaged three
bundles per square. These are often referred to as light to medium weight shingles.

Architectural shingles normally range in weight from 240 Ib. to 360 1b., come three or four
bundles per square, and are often referred to as mediur to heavy weight shingles.

Tn both of these designs, the lighter weights are normally fiberglass shingles and the heavier
weights are asphalt shingles.

Tn addition to rating shingles by the weight per square, shingles are also rated by the length of the
warranty on them. The warranty normally lengthens as the weight of the shingles increases.

See Figure "Composition Shingle Designs.”
Composition roofing is usually installed on closed (solid) decking covered with 15 Ib. felt.

See Figure "Composition Shingle Installation.”

Wood Roofing

‘Wood roofing can be divided into two categories:
e ‘Wood shingles
¢ Wood shakes

Wood shingles are manufactured in random widths and are normally 16, 18, or 24 inches in
length. The butt ends vary in thickness from 1/2" to 3/4", but are uniform for each length of
shingle. Both surfaces are taper sawed so that the shingles lay flat.

Waood shakes come hand-split (or hand-split and resawn), taper split, or straight split. All
surfaces that are "split" are rough surfaces. The hand-split and resawn shakes have a sawn or
smooth back surface and a rough face. Since they have a smooth back, they lay flatter than the
other styles of shakes.

Shakes are available in random widths and standard lengths are 18 and 24 inches.

Wood shingles and shakes come packaged four bundles to a square and can be purchased by the
bundle or square.

Page 6.28
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QA

Vood roofs are installed over one of two types of decking:
s Open (also called spaced or gapped) decking

e Closed (also called solid) decking

Because wood shingles need to breathe (have air movement around them), the most common
method of installation is to install wood shingles and shakes oVer open decking. This Iimproves
attic ventilation and slows down the deterioration of the wood roofing.

However, in some parts of the country, wood roofing is installed over closed decking. This is
done to protect the inside of the house fiom jeaks due to wind-blown SROW. This is 2 common

practice in some parts of Colorado where the climate is dry and there is lots of wind-driven

cnow. In these dry (less humid) climates, designing for air movement around the shingles and
shakes is less critical.

Felt is normally installed between 1ayers of wood roofing, but in 50me Cases when closed
decking is used for wood shingles, feltis installed over the entire <0of deck before application of

wood roofing.
See Figure "Wood Roofing Installation.”

The wood shingle is usually thinner than the wood shake, and it is evenly sawed on both sides.

Built-Up Roofing
Built-up roofs are applied to most flat roofs, or to roofs that have very little pitch. They are
commonly teferred to as tar-and-gravel roofs.

See Figure "Built-up Roofing."
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Notes and lilustrations

3-tab square butt
sirip shingla

various tab stap

2-tab he: strip ( R -
3.tzh square butt stxip
self sealing

e

Sl strip shingle with
giant individnal no cut onts
Dratch lap

Figure 35. Composition Shingle Designs

Starier Sirip (Inverted)
Asphali Cement

Metal Dip Edge  Giarter Felt Undexlayment

Figure 36. Composition Shingle Installation
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Claims Requiring Notification of Regional Claims

Management

The following types of claims should be reported back through Catastrophe to the attention of
the local Section Manager:

1. Matching disputes.
2. Claims involving contamination o1 i:ollution.
3. Land stabilization claims.

As a reminder, claim representatives should seek the advice of their Catastrophe Team Manager
anytime they encounter a loss problem with which they are unsure how to proceed.

Reporting - All Files

Most claim files will be handled and concluded with the claim file jacket and there will not be a
need for exiensive reports.

‘We anticipate most Severity Code 3 files will be concluded quickly and will not involve detailed
teporting. Severity Code 3 Files do not require management review unless they are open past 60}
days.

50% of Severity Code 1 files should be reviewed by mgt. within I 5 days of receipt.

50% of Severity Code 2 files should be reviewed by mgt. within 30 days of receipt.

100% af Severity Code I files should be reviewed by mgt. within 45 days of receipt.

100% of Severity Code 2 files should be reviewed by mgt. within 60 days of receipt. -

Open file review sessions will be conducted as necessary and the claim representative will meet
individually with the Team Manager to review the pending files. At that time the next file
review date should be established.

Combined Fire Reports will be required on all Severity Code 1 losses unless waived by the Team
Manager.

Before the file is reassigned to another claim representative, or before the file is transitioned
from the catastrophe team to the local claims office, complete a Narrative Transition Report,
recapping the activity of the file. All Combined Fire Reports and Sibsequent statis IEports
should be a part of the file.

31411999 Reporting Page 7.1
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»  Assure proper procedures are followed on subrogation and salvage.
o Ensure that issues are monitored and responded to uniformly.

o Advise the Section Manager/Coordinator of any specific issues from policyholders that
seem to be of a significant concern.

e Be responsible for addressing any estimatic deficiencies or service concerns that are
identified by reinspections.

Page 7.4 Reporting 5/4{1999
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| PURPOSE

To establish general gnidelines and procedures for claim representatives and estimators
to use on roof claims.

1. GENERAL INFORMATION

This operation guide provides direction for handling roof claims that involve damage .
from wind or hail. It is necessary 10 consider the individual circumsiances each claim i

presents and make a decision based on the merits of each case as determined in the o
. . - — . . . . [=3 3
investigation. It is important to use reasonableness and good judgment in the application 5 |
of these guides. Make a decision based on all information obtained, considering the § :
appropriate policy language, operation guides, company policies and procedures, and any ‘c?)
applicable laws. KV
& |
&
. BASIC PROCEDURES }
A, Review assigned losses and identify priority claims. Inspect the most severe 4

Josses first. Organize the balance of your claims to maximize efficiency in
routing and scheduling inspections.

B. Personally inspect each risk and take enongh photographs to clearly show the
damage or lack of damage. Photographs should include overviews of entire
slopes and close-ups to document and depict the condition of the roof. The
photographs must show the basis of the adjustment and support the decision
made.

SOH-
abrisn0g [BUORIPPY

2

Inspect all property and note a1l damage during the inspection. Ask the
policyholder what damage he or she may have noted. Walk completely around
the risk, noting damage to any and all portions of the building, as well as any
outbuildings, fences, other structures, etc. Thoroughly evaluate damage to all
covered property during the inspection. Discuss and reach agreement on the
scope of damage with the insured.

A

D. If possible, complete the estimate on-site and settle the claim with the
policyholder in person. Thoroughly explain the settlement and all procedures. If
the estimate cannot be completed on site, call the policyholder to discuss the
damage found during your inspection, your estimate, and any applicable
replacement cost benefits available. Document all such activities in the activity
log. -

saujjapINg uotejoaidad

i

E. Prepare any estmates inw&é&m, even if the policyholder has already secured a
contractor’s estimate. Give one copy of the estimate to the insured, place a copy
in the claim file, and send the third copy to the policyholder’s State Farm agent.
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V.

Page 8.2

F. Roofing is a depreciable building item. As such, raof claims may often involve
replacement cost benefits due to the betterment involved in the replacement of
some or all of the roof. Handle replacement cost benefits according to the
guidelines set forth in OG 75-30, “Betterment and Actual Cash Value,” and
OG 75-51, “Replacement Cost - Building.” :

G. A roof or slope still retains some value if it is watertight, regardless of its age.
Generally, 80% depreciation is the maximum amount taken on any slope
damaged by a covered peril, provided the roof was serving its intended purpose

prior to the loss. Obtain life expectancy figures for roofing in the area from local
claim management.

H. Do not ride with a contractor or have a contractor ride with you. If it is necessary
to meet with a contractor, arrange to meet at the insured risk.

I Reflect clearly the basis for repair or replacement of the damaged areas in the file.

The file should reflect the number of roof layers, the age and condition of the
roof, life expectancy used, and the amount and location of damage found. On
hail claims, show on the diagram the amount and location of the damage found
by indicating the location of the test squares and how many shingles in each test
square. On wind damage claims, indicate in the file and diagram where the
damage was found and the extent of the damage noted.

1 When you encounter a situation of which you are unsure of how to proceed, seek
the assistance of your claim management.

CAT AND NON-CAT INSPECTION AND ADJUSTMENT
GUIDELINES

A, Inspect roofs when they are dry. Wet roofs can be slick and dangerons to walk
on. Damage may not be apparent on a wet roof, particularly damage caused by
hail.

B. Initially, inspect the overall roof to establish its general condition. Consider the

type of storm, direction of the wind/hail, and the size/shape of the hailstones in
that area. Determine the number of roofing layers as well as the approximate age
and condition of the existing roofing material. Inspecting other items such as
gutiers, vents, skylights, decks, outbuildings, air conditioning condensing units,
and fences will assist in establishing if the roof is likely to have sustained
damage.

C. On hail claims, mark with chalk a 100 square foot sample area (or test square)
that is representative of the damage found on that slope. Mark and count the

number of damaged shingles within the test Square. Damage is determined by the
number of damaged shingles, not individual tabs.

Roofing Guidelines
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Test squares are not necessary for claims involving wind camage only, since wind
darmnage is gsenerally apparent and not always evenly distributed over the roof.

Hail damage on & roof can vary from slope 10 slope, depending on the pitch and
condition of each slope and the direction of the nail. Complete test squares on an
appropriate number of slopes to evalnate the damage to the entire roof. In cases
where the slopes have similar damage, complete 2 test square for gach direction.
Tn cases where the damage varies or directional test SQUAIES are not indicative of
the overall roof, cornplete additional test squares where needed. Completing a
test square will varys however, accurate and complete damage assessment is

important.

Tn somne situations it may be appropriate to repiace an andamaged slope based on
the total area of roof being replaced or other factors nsed to evaluate the claim.

Use good judgment in these sitations and document in the file the reason for the
action taken on that claim.

Test squares are not needed in situations where the inspection indicales no hail
damage exists or 8 total loss from heavy hail damage. In these situations, the
damage, OF jack thereof, 18 apparent from the initial inspection, and well
documented by photographs and clairn activity log notes.

‘When determining whether a roof or slope should be repaired or replaced,
compare the cost 10 repair actual damage caused by a covered peril to the cost 10
replace the darnaged area. For composition roofs, the cost to Yepair 1s compared
to the cost to overlay 2 one-story, walk-on pitch roof. For wood roofs, the cost (0
fepair 18 compared to the cost to remove and replace the wood shingles/shakes of

a one-story, walk-on pitch roof.

‘When the cost to repair actual damage to 2 composition roof or slope approaches
or exceeds 50% of the cost 10 overlay the damaged area, determine whether the
slope should be replaced (or overlaid, if that 18 appropriaie) Of repaired. The
same applies on & wood 1oof, when the cost {0 repair the wood roof approaches of
exceeds 80% of the cost 1o replace the slope.

In deciding to repair or replace, consider such factors as the age and condition of
the existing roofing, the type of roofing, the extent of damage, and the feasibility
of repairs. Handle each claim on a case-by-case basis, using good judgment and
documenting the basis of the decision in the claim file.

For example, the cost 10 overlay a square of composition shingles is $70 per

# square. The cost 1o replace a single shingle is $5 per shingle. $70x 50% = $33.
$35 divided by $5/shingle =7 shingles. If the damage found in the test square
approaches or exceeds 7 damaged shingles, consider all roofing guidelines 0
determine whether repair or replacement (including overlays) 1S appropriate. In
this example, seven darnaged shingles are gquivalent to appmx,imately 10% of the
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Page 8.4

total area of the square.

The examples above illustrate the approach to use in adjusting hail losses where
the damage is found randomly across the slope(s). This is not usually the case
with wind damage, which is often confined to a certain area of the slope(s). In
such cases, the use of test squares and the above calculations are not appropriate.
Instead, consider the extent and location of the damage, along with all roofing
guidelines, in determining whether repair or replacement of the slope is
warranted.

In all cases, consider factors such as the age and condition of the existing roofing,
type of roofing, and feasibility of repairs when determining whether to Tepair a
slope. Use reason and good judgment in determining the appropriate course in
the adjustment of roof claims. Document the basis of the decision in the claim
file with good photographs, diagrams, and activity logs. -

Badly deteriorated wood roofs can present problems when repairing since
replacing the damaged shingles/shakes may involve replacing some adjacent
shingles/shakes. Because of the poor condition of the existing roofing, the roofer
may damage two or three shingles/shakes for every one to be replaced.

To determine if such roofing is repairable, the following steps are recornmended:

1. Measure and diagram the slope.

2. Select a test square for the slope, and mark and count the damaged
shingles/shakes.

3. Apply the following damage repair factors based on the general roof
condition.

0% to50% wom = factor of 1.0
50% to 75% wormn = factor of 1.5
75% + wormm = factor of 2.0

A slope that is 75% worn with 20 destroyed wood shingles/shakes found in the
test square is figured as follows: 20 shingles/shakes multiplied by 2.0 = 40
shingles/shakes. Multiply 40 shingles/shakes by the cost to replace a single wood
shingle/shake. If it approaches or exceeds 80% of the cost to remove and replace
a square of wood shingles/shakes, consider all factors and determine whether

Tepair or replacement is appropriate. Use reason and good judgment in such
cases.

When a slope or roof has previous damage that is not covered, as well as new

damage that is covered, adjustment is made on the basis of the new damage.
Questionable losses may require management involvement.

Roofing Guidelines
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Wood shingles/shakes that show only surface marks OT scratches are not
considered damaged. This does not affect the wood shingles/shakes intended

purpose and disappears with weathering. A wood shingle/shake is damaged only
when the hailstone causes it to split and COMpIOTISES jts watertight integnity.

Footfall: Damage caused by footfall during a claim reprascntative’ s inspection is
included in oUr adjustment. Add the number of shingles/shakes damaged by
footfall to the number of shingles/shakes damaged by a0 insured peril and subject
io the policy deductible. Where there is no damage except for the footfall
darnage by the claim representative, the insured is reimbursed without taking a
deductible.

Lirnit the number of inspections by sources other than yourself to reduce the
amount of footfall damage. There is DO specific exclusion for footfall damage.
and this is covered absent deliberaie damage done by of at the direcuon of the
insured.

If there is a dispute OVet the amount of damage, meet with the insured and roofer
at the risk and reinspect: Advise the insured that the more people that walk on the
roof, the moI damnage that will oceur, and advise of theis rcspmnsibﬂity o
mitigate further dammage-

1f the roofing 18 deteriorated, but no damage due 102 covered peril 15 noted,
determine if the roof can be walked on without causing substantial damage- In
rare situations, the [most appropriate course of action is 10 examine and
photograph the roof from several points around the perimeter without actually
walking on the roof.

Tn cases where substantial repair o replacernent is necessary due solely to
footfall, consult with claim management.

In some 100§ claims, the investigation may reveal a rotted oOf deteriorated
underlying surface that prevents the jnstallation OF repair of the existing roofing.
To consider any payment, determine if the underlying surface can sustain or hold
the roofing materials required 0 make the covered repairs.

In these simations, We will pay the lesser of the following:

L. The cost involved in spot repairing the underlying surface in the area of
the covered damage Lo the roofing surface, OT

2 The reasonable and necessary eXpense to remove and replace the
underlying surface in the area of the covered damage with decking
materials that meet local ordinances.

5411999
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CATASTROPHE INDUCTION

Make an inspection of the decking or underlying surface before payment is
extended to repair or replace it. The repairs or replacement outlined above will
only apply to the area where the roofing was damaged by a covered peril. We

~onlyowe to make the repairs to the roofing damaged by a covered peril. If a roof

sustained covered damage to one slope and there is deterioration to the decking
throughout the roof system, make payment only for the covered darmage to the
roofing material and the replacement of the decking directly under this area.

This position does not negate any applicable Losses Not Insured found in the
policy pertaining to mold, deterioration, or wet or dry rot. This is a repairability
issue relating to placing the policyholder in the same position as they were before
the loss. Rotted decking, by itself, is not a covered iten.

When substituting roofing types; i.e., replacing a wood roof with a composition
roof, consider the type of decking when allowing the substitution. Most wood
roofs are installed over spaced decking, which will not accommodate
composition shingles. Determine whether to install sheet decking in such cases
based on the costs involved. If it costs more to install sheat decking with
composition shingles than it would cost to simply replace the existing wood roof,
then we will pay to replace with wood shingles/shakes subject to the replacement
cost provisions of the loss settlement conditions of the policy. If the alternate
cost of composition shingles and sheet decking are less than or equal to the
replacement of the wood roof, we would agree to the alternate method. In all
cases, the insured must agree to the alternate method.

If substitnting 2 composition roof for an existing wood roof, prepare an estimate
for the damage to the existing wood roof and issue an ACV payment. Issue
replacement cost benefits for the substitute materials up to the cost of
repairing/replacing the existing roof. Release the replacement cost benefits when
the final cost is confirmed by an acceptable signed contract or a final bill. Pay the
ACYV of the damage to the existing roof.

If a substitution is required because of building ordinances or laws, follow the
procedure outlined in the above paragraphs. If the policy has a Building
Ordinance or Law Endorsement, coverage is provided for the improvements
made necessary by the ordinance and/or law. Payment required as a result of the
Building Ordinance and Law coverage is subject to the terms, conditions, and
limits of the policy/endorsement contract.

Page 8.6
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Bruising: On composition roofing, a bruise appears as a circular scar usually the
size of the hailstones, or larger. 1i appears as a shaded or slightly darkened area
on the shingle with some granular loss frequently present. A bruise is created
when a hailstone strikes the surface of a shingle, crushing the paper or fiberglass
mat, leaving a dent or “bruise.” A bruise, although difficult to detect at times,
does not appear as severe damage but affects the longevity of the shingle. Asa
result, bruises causes premature deterioration and weathering, eventually
resulting in a hole in the shingle. One bruise on a shingle surface is sufficient to
consider that shingle damaged. In many cases, careful inspection is required to
detect such “bruises.”

Bruises or minor nicks to wood fences are not usually considered damage unless
the fence was painted. If painted, the loss is adjusted on the basis of the damage
to the paint only, since the bruises or nicks do not affect the integrity or intended
purpose of the fence and will generally fade with weathering.

Cracked, Checked, Split, Chipped, or Broken Shingles: Normal weathering of
composition shingles is often evidenced by cracked, split, or checked surfaces
between three and five inches from the shingle’s bottom edge. This area of the
shingle is vulnerable to horizontal cracking and checking as a result of mojsture
runoff from the overlapping shingle above. Usually, the seal tab of this shingle is
intact. Damage in this area of the shingle lacking the discemnible, circular or
serni-circular impact mark or bruise is unlikely to have been damaged resulting

from hail. Wind seldom causes such damage if there is no other evidence of wind

damage. Similarly, the three exposed edges of the shingle are often “scuffed” or
damaged during the shingle’s original application or due to deterioration. This
damage, when lacking the presence of a discernible circular or semi-circular
impact mark, is typically the result of deterioration and not caused by hail
damage.

Granular Loss: Granular loss occurs naturally and is inherent to composition

roofing products as a result of weathering. The seneral rule is we will not pay for

granular loss, since it does not affect the watertight integrity of the roof.

Fiail can cause actual damage to composition roofing In conjunction with heavy
granular loss. Where there is excessive granular loss accompanying actual roof
damage caused by hail, and it affects the integrity and utility of the roof, consider
payment for granular Joss. Review these types of losses with claim management.

Roafing Guidelines Page 8.7
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CATASTROPHE INDUCTION

N. Heat Blisters: Heat blisters are small bubbles or crater-like holes that are
generally less than ¥4 in diameter. Heat blisters result from a manufacturing
defect during the production of the shingle and are not damage caused by hail.
Mere exposure to normal elements tan open blisters. In the absence of any other
evidence of direct damage from a covered peril to the roof, broken heat blisters
alone are not considered evidence of covered damage. Consider payment for this
damage if the heat blister(s) were broken by hailstone impact.

A Property Claim Agreement is generally not required on repairable items.
However, complete a Property Claim Agreement when total replacement of a
slope or the roof is made on an ACV basis. Include replacement of other
depreciable items (siding, painting, etc.) on the Property Claim Agreement.

V. OVERLAYS AND TEAR-OFF CHARGES

Overlay of new composition roofing over an existing composition roof is an appropriate
method of repair in many situations, and is used in most areas of the country.

There are occasions when overlaying a damaged roof system is not practical or
perrnitted. Examples are:

¢ The roofing material cannot be repaired because it is so badly damaged or
deteriorated.

e There are two or more layers of roofing material already in place. The
application of an additional layer violates local building codes, or presents a
weight problem so significant it could cause serious damage to the building
structure.

When it is reasonable and necessary to remove the existing roof surface to repair the
existing roof, pay the cost of tear-off in full along with the ACV payment of the repairs
or replacement.

In addition, when multiple layers of roofing are present, determine the number of layers

to tear off and include in your payment. Consider the following items in making your
decision:

o What is the condition of the layers underneath the top layer of roofing? If the
inspection indicates the layers underneath would come up when the top layer is
removed, or the layers underneath would not provide a reasonable nailing surface,
constder paying for their removal.

» What is the normal local repair or replacement process?

Page 8.8 Roofing Guidelines 5/471999
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VI.

Vii,

e Has the covered peril stripped a number of layers off in a significant guantity
cither in a large area or several areas? Would a reasonable and prudent repair
involve removing the remaining shingles down that far to perform the proper
repair? )

Handle each risk on its own merits, taking into account the individual situation and
proper repair/replacement techniques. When tearing off multiple layers, the cost of
removing each additional layer is less than the cost for the initial layer.

When we determine the acceptability of overlaying an'existing roof with a new
composition roof system, estimate 10 overlay the roofing. If the policyholder chooses to
have the old roofing removed, even though an overlay is reasonable under the
circumstances, advise the policyholder that we will pay for the cost of tearing off the
existing roofing once it is incurred or contracted to be done. Show the tear-off arnount
allowed on the estimate and Property Claim Agreement as a separate item from
Replacement Cost Benefits.

HAIL PRONE AREAS

Qur experience and research suggest roof overlays may not be appropriate in hail prone
areas. Factors to consider in determining whether an area is considered hail prone
include:

» Frequency - hail storms occur on the average at least every three to five years.

s Severity - high winds and hail of 1 to 1 V2 inches in diameter is common.

Discourage overlaying of composition material over a damaged wood system as it results
in a greater susceptibility to future damage.

Consider payment of the tear-off cost incurred when:
e The insured presents a signed, acceptable contract for repairs; or
o The repairs are underway and documented in the file; or
s There is a receipt of the final repair bill(s); or

e The region decides to pay tear-off costs with the ACV payment.

ROOFING ESTIMATICS

'‘Waste and Rounding

5/4/1999 : Roofing Guidelines Page 8.9
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When estimating the replacement of a single slope or an entire roof, use the following
guidelines in the waste calculation:

Fiatroof —use 3%
Gable roof —use 10%
Hiproof ~use 15%

Flat style roofing materials include, but are not limited to 90 Ib. rolled roofing, modified
bitumen, built-up 3, 4, and 5 ply, and rubber roofing.

The waste factors above apply only to the roofing codes with the “SQ" unit of measure.
Any rounding that may occur will come at the end of the process. In the case of roofing,
use aceurate calculations and then round up to the appropriate fraction of a square.
Round up to the nearest full square when estimating flat roofing materials. The *-"
activity code, or removal function, chould not have waste included in the calculation.

Split Coding

When replacing a roof, always split code the activity. This means using the “-" and “+”
activity codes for remove and replace instead of “&”. This is so you can properly -
estimate the removal amount without waste included, and the replacement or overlay
amount including waste.

Steep Charge

Use steep charges when the pitch of the roof is 7/12 or greater. Include this charge only
on those slopes or areas that require the additional amount. Steep charge is applied to the
total number of squares with waste. Pay this charge up front in your ACYV payment.

Two-Story Charge

Use this charge when the roofing materials are hand-carried to the second story. Do not
use when materials are hoisted to the second level. Include this charge only on those
slopes or areas that require this additional charge. Two-story charge is applied to the
total number of squares with waste. Pay this charge up front in your ACV payment.

Buildings Taller than Two-Story

If a building is taller than a normal two-story, use the two-story charges. Apply
additional charges only when materials are handled more than usual (e.g., hand-carried
up additional levels, machinery needed to get the materials to the area where they will be
applied, etc.).
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Inspection
Inspect all slopes to complete a thorough inspection.

Accessibility

When limited accessibility is a factor, add an additional labor charge to hand carry
materials to the job site. The same holds true for removal charges where accessibility 1s
limited and causes a problem in the removal of debris from the yard or job site.

Measuring
Measure as accurately as possible.

Roof Openings
Address large openings in roof structures, such as skylights (approximately 24 square
feet), in the estimate. Consider the damage caused to these items when removing the
roof shingles/shakes.

Solar Panels

Handle the repair or replacement of shingles around or beneath solar panels mounted on
a roof on a case-by-case basis. Many factors come into play when determining when to
detach and reset the solar panels. If the legs are tall enough, work under the panels and
only detach each leg when you come to it. Other situations may dictate the removal of
the panels to complete the roof repair/replacement. If the panels need to be detached and
reset, recornmend the policyholder use gualified tradespeople to properly handle the solar
panels.

Vill. ADDITIONAL INSPECTION GUIDELINES

In some cases, the policyholder or roofer may disagree with our evaluation of damage.
Approach these situations as an opportunity to verify the accuracy of our initial
evaluation. Our goal is to pay what we owe, promptly, courteously, and efficiently.
Requests to review our initial adjustment are secn as a chance to make sure we have
achieved that goal.

Tn most cases a second inspection is sufficient to make a final decision on the roof claim.
This dies not mean there will never be a case where we inspect a roof more than twice.
However, if the second inspection is'done in 2 thorough manner, the need for any

additional inspections is rare.
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CATASTROPHE INDUCTION

Following are guidelines for additional inspections of roof claims:

A Contact ranagement to determine who is responsible for the additional
inspection. When necessary another claim representative, management, or a
reinspector may be used to complete the inspection. It is management's
discretion to choose among these options depending on the individual case, the
question involved, the availability of personnel, or appropriateness.
Management's review of or involvement in the second inspection is required.

B. Arrange the additional inspection, if possible, at a time when both the
policyholder and reoofer can be present.

O

During the additional inspection, photograph the condition of all slopes of the
roof, whether damaged or not, including close-up shots and views of all slopes.
Consider using 35 mm photographs to clearly show the damage or lack of
damage involved.

D. Check roof measurements and calcuolations for accuracy as necessary, given the
specific reason(s) for the additional inspection.

E. Determine and advise management whether an expert is needed. If use of an
expert is warranted, management authorizes the use of an independent roofer,
contractor, or engineer based on the availability of such resources. In some cases,
the need for an expert may be apparent even before the additional inspection. If
50, the expert is chosen beforehand and is present at the time of the additional
inspection.

F. If the question or dispute cannot be resolved through the additional inspection,
consider the appropriateness of appraisal or first-party ADR.

IX. MATCHING ISSUES

Most of our insurance policies insure for “accidental direct physical loss™ to the insured’s
property. Situations may arise where the product/material damaged does not maich the
undamaged material due to age, fading, obsolescence, deterioration, size, or any number
of reasons.

Itis State Farm’s practice to avoid arbitrary rules regarding matching of various
materials. Our settlement practices take into consideration major differences in color,
size, and texture, of both damaged and undamaged materials. Evaluate each claim
individually and make every effort to satisfy our policyholders. In those instances where
an agreement is not reached, the policyholder maintains the right to dispute resolution
under the contract. Have claim management review questionable or difficult matching
issues.
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If a decision is made to pay for undamaged material, show the cost to replace the
undamaged material on the Property (laim Agreement and make payment when incurred
or contracted to be dore. This applies to all matching issues, including but not limited to
roofing, siding, flooring, and cabinets.

ROOF WORKMANSHIP, LABOR AND MATERIAL GUARANTEE
PROGRAM

In many roof claims, roof repair is the proper adjustment. When the repair firm will not
warrant the repair work, the region may elect to use the Roof Workmanship, Labor and
Material Guarantee program. If the region elects to use this program, it must be used on
all Cat and non-Cat partial roof Josses in that region.

The guarantee provided in this program is an agreement between the policyholder and
Srate Farm, and does not inure to the benefit-of the repair firm. It is non-transferable.

Identify all claim files using the Roof Workmanship, Labor and Material Guarantee by
marking the appropriate section on the file jacket with a “Do Not Destroy” date
reflecting an appropriate period of time beyond the expiration of the guarantee.

A copy of the Roof Workmanship, Labor and Material Guarantee (form 560-385.4 -
Rev..4-97) is found in Appendix A of this OG. Order this form through regular supply
channels.

Gk~

Direct any guestions conceming the implementation or application of this program to
your region’s Fire General Claims Property Consultant.

ROOF REPAIR BROCHURES

A Roof Repair Brochure is available for ordering and is an effective tool to illustrate and
explain roof damage to policyholders.

Order a supply of these brochures through regular supply channels. The order nurnbers
for these brochures are:

A. ‘Wood Roof Brochure, stock number 560.2257.1
B. Composition Roof Brochure, stock number 560.2258.2

The catastrophe kits contain an initial supply of these brochures for use in catastrophe
situations.
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Xl MINIMUM FILE REQUIREMENTS

The following items constitute the minimum file requirements for roof claims:

A,

B.

»

Fire Loss Report or copy of the CCF. ¢

A diagram of the roof that clearty shows the measurements of the damaged
slopes, and the computations used to establish the square footage of the damaged
areas. Note the location of damage and/or test squares. It is not necessary to
measure undamaged slopes or areas.

Photographs of the damaged area. If the roof is undamaged, take photographs to
document this fact. The photographs should give a clear indication of the extent
of damage involved, or lack thereof. '

Copy of the computer-generated or hand-written estimate. Include a copy of the
contractor’'s estimate(s) if submitted.

If settlernent is based on a contractor’s estimate, reconcile any differences
between the claim representative's estimate and the contractor’s.

Legible field and scope notes.
Thorough and accurate activity log notes. Document the date received, the date
the insured was contacted, the date inspected, the date paid, and other file
handling activities.
Copy of the Properiy Claim Agreement, if used.
Payment record.
Completed loss jacket.
Date stamp file documentation.
% Appendix A+ * *

* %+ Roof Workmanship Labor and Material Guarantee * ¥ *
To See Appendix A Refer to Paper Copy of Operation Guide

(END OF OPERATION GUIDE)
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ROOF WORKMANSHIP LABOR AND MATERIAL GUARANTEE

Instred: -

Claim Number :

Policy Number:

EARM
STATE FARM FIRE STATE FARM GENERAL STATE FARM COUNTY MUTUAL STATE
| AND CASUALTY COMPANY n INSURANCE COMPANY d INSURANCE COMPANY OF TEXAS LLOYDS

The company referenced abova guarantees that the roofing repairs (labor or maleﬁa!s) listed on the aua}chsd ‘esu'ma!e, or
85 may be subsequertly authorized by us, will be of a guality generally accepted In the raqﬁng Tepair bpstpgss. 'This
Quarantee applies Io any repair fim that you select who is licensed and bonded in your state with a current liability policy.

This guarantee to correct any roofing repair work that doas nol meet the quality generally accepted in the rofing business
extends for three years from the date the repairs are completed. This guarantee does not apply to any personal injury or
Propery damage which may arise during the instaliation or repair progess.

If thers are any concems or prablems about the guality of warkimanship or materials eovered by the guarantes or, i you

infend to make a clalm apainst i, please nolify
Promptly, (Agoim)

'_This guarantee applies only to the "insured” and "policy” stated above. This guamntee Is between State Farm and the
fsured and does not inure to the benefit of he contractor who performed the repairs.

This guarantee does not apply to & total roof replacement system. /

Applicabila In the following stotes only: ALASKA, CALIFDRNIA, DELAWARE, IDAHO, INDIANA, NEW HAMPSHIRE, om.fmamn and FLORIDA.
NOTE: For yaur protectian, the law of your stato requires the following 1o oppoear qn"uus form: Any parson who knowingly, anc with ‘“’E“‘;g
Indurn, detraud, or doeelve any instrmnco company, filas 2 statoment of ciaim r:onta!ﬁl}fg any false, incomplole, or misleading informalion, ;nay{
gullty of 4 felony and subjeet to criminal and civit penalties. Oklahomn only: Any parsdn whe knowingly, and with intent to Injurs, tatm@ud Url' ?t';a vo
any insyrar, makes any clalm for the proceods of an Insurmes policy containing any”la;s:c,-, incompima or misleadieg information Is gulity of a fel umn%,;
Fiodda only: Violalion of this provision 1s & fefony of the tird degrea. Foryour ;Jrgtacﬂun Celitornta Low mqufrna tha [ollowing lo sppoar m: ;
form; Any parson who knowlegly presents a alse or fmutislent claim for the payfnant of 2 loss Is guilly of a crimn and may ba subjec! fo fines an
ceafinement in stalg prison. /vm

Appifeatle In the stato of Arkansas anly:

Any persoa Whe.jnowingly presenls a false or frauduleat ciaim for the pafment of & loss or benefit or keowingly presents faise Infarmatien is an
2pplication for inr:&hmjs\guﬂty of a cidme amd may b subject 1o fines :u_;:f confinement In stale prison,

Applieable ia the statn of COLDRADO anly:

I unlowtul 1o knowingly provida alze, Incamplota, or misigading tocts of Intormation to an Insursnen campany for tho purposa of

detrauding or shtampting to dofraud tha company. Panaiies miy includo Imprisopmont, Hines, donia) of Insurance, ond clvﬂdnmugga» Any

insuranca eompany ar agont of an nsuranco pany who Knowingly provides false, incomplote, or mislooding facts or infarmalion o a

Palleyhaldor or clalment for the purpose of dofray Ir\%ur Z!d‘nmpﬂng to dolriud the policyholder or claimant with regard to o sottioment ar
0

[@wnrd payshis from Insurance procssds sholl ba o to thn Galorado Divislon of Insuronee within the department of regulntory
ananelag,

Applicable in the state of NEW JERSEY only: ‘ ] .
Any porson wha knawingly filas a statomest ol claim copalning any false isteading InfarmeYion 15 subject to eriminal and civil penaitias.

Applicabls In the staty of NEW YORK only: / ! chai

Any perzon who knowingly and with Intent 1o dalmald any Insurahce company or Sijer parson files an application for Insuranca or sialement of claim
sontalring any matedally laise Information, or cdncwals for the purpose of misieadify, infermation concoming any fact matsial therala, m’f““"“;‘a
Imudulent insurmnce aci, which is a ctime, ap;! ‘shalt also be subject to a civil panalty notMp excead fiva thousand dollars and the stated valua of tha

claj i
m for sach such viglation,

Applicabis in tha statg of OHIO only: 7
Any parson who, with fnignt to defraud’ or knowing that hefsha Is faclitating a fraud against an tnsuber, submits an spplication or fles a clelm
Gantalring a fzlsa or decoplive smmrgﬂ’nl Is guilty of nsurance fraud.

Applicablo it the stats of PEvN?‘?LVANfA enly: x { elal
Any parson whe knowingly and wth intent to delraud any insurance company or other porson flas an applicetion lor Insurance or a statamen o Itsm
ontaining any materlally falss’Information or canceals for the purpasa of misteading,” Infarmating concering eny fact material therelo commits a
fraudutant Insterance act, which is a crima and sublects such parsan & criming and ol panalias.

S-S Fay, L7 Pr'mad'ﬂu;s.k_
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ACV Determination

Local law and statutes will govem the application and methods of determination; local
management will assist in advising local practices. Depreciation should be taken on a line-by-
line basis from items subject t0 weathering and/or wear and tear. When considering depreciation
to building structures, we need (o distinguish among these groups of items:

A. Ttems Subject to Depreciation or Betterment

These are areas exposed to surface wear such as interior or exterior paint, wallpaper,
roofing surfaces, siding, awnings, doors, windows, etc. These items should be evaluated
for depreciation or betterment.

B. Mechanical Devices

These components include mechanical devices which can be affected by wear and tear,
usage, Or obsolescence. This would include such items as waler heaters, furnaces, air
conditioners, built-in appliances, etc. These items should be evaluated for depreciation
or betterment.

Ttems Not Exposed to Surface Wear

This would include those items which would not normally experience surface wear, such
as drywall, plaster, wall studs, framing, subflooring, underlayment, sheeting, electrical,
and rough plumbing. Generally, we would not apply depreciation or betierment to such
items.

Depreciation Guide
Building ltems
General Information

This is only a guide. On any questionable area, contact your claim Team Manager for assistance.

Al Directions for Use

1. The most important factor in determining depreciation is good judgment.
Depreciation will vary with maintenance or the lack thereof and usage will also
vary with each bousehold. Differences in anticipated lifetimes will be
encountered.

Compute depreciation to the nearest dollar.

N
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3. All items have remaining value despite their age.

4. Deviations may be made from the Depreciation Guide, but all such deviations
must be adequately explained. Judgment should be used.

Comments
1. Items that last almost indefinitely are framing, roof supports, rafters, trusses,

sheathing, etc. Life can be reduced substantially by wet and dry rot, poor
assembly, lack of paint, etc.

2. Blown insulation has the tendency to pack and lose its insulating ability.

3. Epoxy and other hard surface paints will 1ast longer than flat paint as they are
washable and do not deteriorate as fast.

4. Metal components of a fireplace, used frequently, last about 10 years.

Page 8.2
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CATASTROPHE INDUCTION

ywelling Extension

= Homeowners Policy provides 10% of the Coverage A limit to dwelling extensions.
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»at docks located on premises qualify as a dwelling extension. (See definition in Dwelling
cension.) If aboat dock is damaged by a covered peril, there is coverage. If the @amage is
ased by weight of water, wave wash, etc., coverage does not apply. A determination of the .

ase of the damage 1s necessary.
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CATASTROPHE INDUCTION

“Theft and Looting

" Any theft or looting that occurs during the natural catastrophe or while our insured is prevented

" from returning to their homes by authorities can be considered the same occurience as the
disaster. Other thefts or loating need to be considered on a case-by-case basis as to whether it

- ould be a separate OCCUITENCE. Catastrophe Management should be consulted on guestionable

- cases.

‘state Farm Replacement Service

4-800-435-7385

State Farm consolidated its purc
“outside sources. SFRS buys pro
Replacement Service members are part o
“in the commadities they handle.

hasing power 1o replace policyholder losses instead of using
ducts from suppliers who ship them directly to the policyholders.
f the Corporate Purchasing Department and are trained

onents, portable systems, and speakers can be replaced through
ds to the more common brands, SFRS has access to nearly every
SFRS also replaces CDs, cassettes

Rack systems, individual comp
SFRS. From the high-end bran
manufacturer in the consumer market at significant discounts.

and albums.

China/Crystal/Silver/Figurines
\ diversity of products that have one common trait: they are all very high mark-up iterns. It is
uggested you use SFRS as your first option before using participating jeweleis to replace these

China/Crystal - All major manufacturers as well as Tiffany, Baccarat, and Lalique.

Figurines - All major collectibles, including Lladros, Royal Doutlon, Hummel, and
Swarovski.

Sterling/Silverplate/Stainless - All major patiems are available. Includes brands such as
Christofle, Buccellati, Cartier, Tiffany, Reed and Barton, Wallace, and Onieda.

Jewelry

All jewelry items are available through.the national network of participating jewelers. You can
find the store locations on Price Quote Facility (PQF) or by calling SFRS. See the Jewelry
Replacement Folder, form #560-375.
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CATASTROPHE INDUCTION

Microwaves

SFRS replaces most major brands of microwaves at very competitive prices and offers compact
to full sizes complete with accessories.

Personal Computers

The newest addition to the service is the Personal Compuler replacement prograrl. Most major
manufacturers are available including: ApplefMacintosh, Hewlett-Packard, Toshiba, Compac,
IBM, Epson, and Cannor. Software is included.

Photo

SFRS replaces ail types of cameras made for the consumer and professional market including:
compact, single lens reflex (SLR), medium and large format cameras. SFRS replaces slide
projectors, binoculars, and tripods in most of the major brands.

Recorded Media

Recorded Media includes movies, CDs, cassettes, albums, and laser discs. Hard to find titles, as
well as current releases are available.

Sporting Goods

Golf equipment - we offer ALL pro lines such as Ping, Callaway, Cobra, Yopex, Tommy
Armour, and Titleist, as well as retail lines. We also offer SCUBA equipment and sports
memorabilia, (for example, baseball cards).

Page 11.2 Coverage B - HOS 5/411999




CATASTROPHE INDUCTION

Tools

SFRS currently handles replacement for Sears Craftsman tools, Black and Decker, Bosch,
Dewalt, Mac, Makita, Matco, McCulloch, Milwaukee, Porter Cable, Vise-Grip, Vermount, Skill,

Stanley, S-K, Snap-On, Shop-Vac, and many more brands. Call for details or refer to PQF for
other name brands.

Video

SFRS handles the following items: televisions, VCRs, carncorders, VHS/Beta movies, Nintendo
and Super Nintendo hardware and software, Gameboy and Challenger sets, Sega-Genesis, Sega
(Game gear, and movie laser discs.

Watches

SFRS can supply and quote almost any watch manufactured, including Rolex, Cartier, Piaget,
and other expensive brands. Price negotiations with participating jewelers concern jewelry
ONLY, not watches. Please order watches through SFRS for the best discount.

Fine Art

We provide replacement, valuation, and restoration for all fine art claims.

How to use State Farm Beplacement Service

The claim representative can call 1-800-HELPFUL (1-800-435-7385) to obtain a quote or place
an order. Our friendly staff is available Monday-Friday, 7 am. t0 10 p.m. C.S.T., and Saturday,
8 a.m. to 6 p.m. C.8.T. PQF, an automated application that is accessible from the Fire
Application Menu, is available 24 hours a day and can be used to obtain guotes and place orders
on most product lines. You may also fax quotes to SFRS at

309-766-1987.

Claim Files can be Closed at the Time of Quote

Once an order is placed, the claim representative is automatically sent a payment authorization
letter to fill out and complete the payment process. The policyholder is also sent a Jetter
detailing their order. Orders are faxed to SFRS suppliers within 24 hours and most products are

shipped from the supplier within 48 hours. Expedited shipping arrangements can be made at the
claim representative’s request.

51441599 Coverage B - HO5 Page 11.3
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Regional Buying

In specified areas of the U.S., policyholders can pick up replacement items directly from retail
stores. SFRS handles the order process to obtain negotiated discounts and also coordinates the
item pick-up with the policyholder. We are currently in partnership with Best Buy; Circuit City,
Soundtrack (The Ultimate), Mike’s Camera, Good Guys, CompUSA, Tweeter Etc., and
Magnolia HI FI. Appliances are also available through this program. At quote time, the claim
representative just needs to ask the SFRS’s customer service representatives about the details of
this program.

Warranties

SFRS provides a one-year extended warranty FREE on audio, video, microwaves, and camera
bodies purchased through our suppliers.

Jewelry Salvage

SFRS is the designated source to handle your gemstones and precious metal salvage and turn
your chipped stones and broken chains into valuable dollars. Additional recovery of an average
of 180% over local bids can be realized.
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Need Additional Information?

Refer to the sources listed below. All forms may be requisitioned through normal supply
channels. The SFRS Packet (198-3064) includes most jtems listed below.

§56/-dd
SIaUMoBoH

GENERAL INFORMATION
Giving You The Best For Less BIOCHLITE 1. vooroeteeeramsssmressiasson s simssasn s e e 000 560-352

Extended Warranty T SRR 198-3005
SFRS PACKEL. .. eeroomssersscsssanesaecamassrsmmmasssiosmss oot T oo raneasres rennnaenanrnnin 198-3064

A

SYSTEM HELPS 0G REFERENCE FORM #
PQF 778-200

PQF Quick Reference Card 561 321

SOH-0 abeienod

Payment Procedure
-Jewelry Salvage “778-400
-Settlement/payment 778-100 —y
-Close Claim File
~letters 778-310
-RS Authorization 778-320

PRODUCTS

Watch Description Checklist 560-312
Carnera Description CHECKUSE v wrummrsrsessasrsnas e e renreeaneinnaenences 198-3054
Special Features QUICK REFEIEIICE 1.orrr oo csessamsman s snsss s 560-333
Jewelry Replacement Quotation T OTTIL s vosseaoseenvasscsreeeessm s s A b AR AR 560-363
ToWEIry SAIVAEE BOKrrrvrorerrrsasssssrssssssos s s 560-387
lewelry Salvage Procedures/InStruCHONS SHERL...cvr rwrrrsmermassirirsrsssssssnsrs s e 198-3194
Golf Equipment CREEIIIST. o eerenescorrerercersmee s S 560-386
Personal Computer Replacement CHECKIISE..overs e sracmenraneus semssasscsasnasassssasmasearansnemasssesess 198-3238
Tool Binders, Vol. 1-4 ca}} SFRS
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STATE FARM REPLACEMENT SERVICE
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CATASTROPHE INDUCTION

Additional Living Expense (ALE)

Additional living EXpenses incurred by the insured will be covered if their home is rendered
gninhabitable because of a Loss Insured. Coverage/payment i for the shortest time required:

A. To repair or replace the premises; OF
B. For the insured’s household to settle elsewhere,
But not 1o exceed 12 months. This period of time is pot limited by the expiration of the policy.

1f a direct covered loss to the premises causes an extended loss of power or other utilities,
whether or not the residence is uninhabitable due to the loss of utility service becomes @ question

that should be handled on a case-by-case basis. ALE would not apply in cases involving a
peneral power Outage to the entire area where the residence is located.

If a power outage has occurred due to 8 covered loss on the residence pIeImises, wWe would cover
the cost of renting a generator if it saves property or allows ihe insured to live in the house rather
than a hotel or apartment until the home can be repaired. If rental units are not available and our
insured buys a generator, we will pay for it and take the generator for salvage. If the insured
wishes to keep the generator, we will allow the going rental rate for the numnber of days the
power was out, not to exceed the cost of the generator.

Homeowners may request we pay for the rental of or purchase travel trailers, mobile homes, O
motor homes 50 they can rermain on premises until their home can be repaired. We can pay for
rental of these items, and may consider purchasing as a more economic alternative if 8 lengthy
repair course is expected. The insured should anderstand that State Farmil is entitled to the
salvage if a purchase of one of these tems 15 arranged. The agreement that State Farm will take
the salvage, or the insured will buy it back, should be in writing and signed prior 0 purchase.
Such purchases should have management approval noted in the file prior to completing the

purchase arrangerment.

Prohibited Use

If a civil authority prohibits the insured from use of the residence piemises as 2 result of direct
damage to the neighboring premises by 2 Loss Insured, we will cover any resulting ALE for a
period of no MOt than two weeks. We do not cover loss or expenses due t0 the cancellation of a
Jease or agreement. Also, in cases where evacuation has been ordered due 10 possible threat of a

hurricane, but no direct damage has occurred 10 neighboring areas, shen this coverage will not
apply.

51411999 Coverage C - HO5 Page 12.1




CATASTROPHE INDUCTION

ebris Removal

L TALE

Debris Removal

Wwe will pay the reasonable expenses incurred in the removal of debris of covered property
damaged by a Loss Tnsured. This expense is included in the limit applying to the damaged
property. When the amount payable for the property damage plus the debris removal expense
exceeds the limit of coverage for the damaged property, an additional 5% of that limit is
available for debris removal expense.

et e = T

JQ slalimosioy ot

Under an HO-5 policy with Guaranteed Extra Coverage (GEC) on the building, there would not
be a specified limit on the building. Therefore, the debris removal costs for covered property n
such siruations would be included as part of the rebuilding cost.

fajjod swoy ‘Jriuely

Tree Debris Removal

We will also pay reasonable expenses for removal of fallen trees which have damaged covered o
property. This would apply to fallen trees that have damaged structures or personal property. ’
‘We would owe the cost to move the tree off of the damaged property and out of the way so that

repair or replacement of the damaged property can be made. ‘%J ‘
Sl
We will also pay up to $500 in the aggregate for each loss to cover the reasonable expenses the 2
insured incurs in the removal of tree debris from the residence premises when the tree has 2
damaged property covered under Coverage A 3
=
This coverage is an additional amount of insurance, separaie from the regular debris removal =
coverage above. |
-
Judgment should be used in estimating the costs to remove trees from Coverage A property and
the application of the $500 aggregate limit for removal of tree debris. e
wmo o
W
Debris removal of loose tree limbs, leaves, etc., from swimming pools is not covered. However, &
if a tree should fall into the pool and cause damage to the pool, we would pay to remove the tree - % i
and its debris from the pool. T
g 1
o
- L.
Temporary Repairs
If damage is caused by a Loss Insured, we will pay the reasonable and necessary cost incurred i,

for temporary repairs to covered property to protect the property from further immediate damage
or Joss. This coverage does not increase the limit applying to the property being repaired.

‘We would consider repairs made to secure the house from further damage to be reasonable. This
would include such things as covering the roof with plastic, boarding up damaged windows or
doors, etc.

18430 { SOH
SUOIIPLOY-| U0J9as
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CATASTROPHE INDUCTION

Trees, Shrubs and Plants

We cover outdoor trees, shrubs, plants or lawns, on the residence premises, for loss caused only
by the following named perils: -

Fire and lightning, Explosion, Riot or Civil Commotion, Aircraft, Vehicles not owned or
operated by 2 resident of the residence premises, Vandalism, or Malicious Mischief or Theft.

If you encounter a loss involving one of the above named perils, the limit for this coverage,
including the removal of debris, shall not exceed 5% of the limit applying to the dwelling. Also,
we will not pay more than 5500 for any one outdoor tree, shrub or plant, including debris
removal expense.

This coverage may increase the limit otherwise applicable. We do not cover property grown for
business purposes.

Tree Example:

L. A single tree is split into thirds. One third falls onto the insured’s house, one third falls
onto power lines, and one third falls onto a neighbor’s fence. To what extent do we apply
the 500 debris removal limit? Would it be applied only to the one third that has fallen
on the insured’s house, or to all damages that resulted from the original tree?

Answer:  The 5500 applies to the removal of all the limbs in the yard.

i\J

You have five trees that have blown over in the yard, and only one hits the house and
caused damaged. The tree which caused the damage is now on the ground. How do you
apply the $500 aggregate?

Answer:  The $500 aggregate applies to the removal of all five trees.

3. Same scenario, but the tree causing the damage is in the front yard. There are also
several trees that are down in the back yard, which did not cause Coverage A damage.
How do you apply the $500 removal limit?

Answer:  The $500 aggregate limit applies to the removal of all trees.

4, Tf the tree which caused the damage must be cut down, will the $500 apply to the
removal of the stump and filling the hole?

Answer:  Yes.

5. Are concrete driveways, which have been damaged by fallen trees, considered Coverage
A7

Answer:  Yes.

Page 13.2 Additional Coverage - HO3 5/4/1999



CATASTROPHE INDUCTION

6. Are retaining walls, which are damaged by fallen trees, considered Caverage A?
Answer:  Yes.

7. With trees, which are suspended, with the threat of falling and causing Coverage A
damage, will we extend debris removal coverage 1o prevent damage of insured property.

Answer: No. Wind damage is not a covered peril for trees.

Boats

Boats must be inside a fully enclosed building for windstorm related damage to be covered under
the Flomeowners Policy. If a tree falls on a boat not in a fully enclosed building, coverage does

not apply.

Property Removed

Covered property, while being removed from a premises endangered by a Loss Insured, is
covered for any accidental direct physical loss. This coverage also applies to the property forup
to 30 days while removed. We will also pay for reasonable expenses incurred for the removal
and retarn of the covered property. This coverage does not increase the limit applying to the
property being removed.

Power Interruption

We cover accidental direct physical loss caused directly or indirectly by a change in temperature
which results from power interruption that takes place on the residence premises. The power
interruption must be cansed by a Loss Tnsured occurring on the residence premises. The power
lines off the residence premises must remain energized. This coverage would not apply in the
case of a general power gutage. This coverage does not increase the limit applying to the
damaged property.

Refrigerated Producis

Coverage B - Personal Property is extended to cover the contents of deep freeze or refrigerated
units for loss due to power failure or mechanical failure. If mechanical failure or power failure is
known to you, all reasonable means must be used to protect the property insured from further
damage or this coverage is void. Power failure or mechanical failure shall not include:

Al Removal of a plug from an electrical outlet; or
¥
B. Turning off an electrical swiich unless caused by a Loss Insured.

This coverage does not increase the Limit applying to the damaged property.

51411999 Additional Coverage - BO5 Page 13.3
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Within reason, we will also pay for costs expended to prevent refrigerated products loss. Good
Jjudgmert should be applied in such cases.

This coverage applies oply to the contents of a deep freeze or refrigerated unit. It does not apply
to the deep freeze or refrigerated unit itself,

Page 134 Additonal Coverage - HOS 5/4/1595
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Losses Not Insured

We do not insure for any loss to the property described in Coverage A which consists of, oris
directly and immediately caused by, one or more of the perils listed in items a. through m. below,
regardless of whether the loss oceurs suddenly or gradually, involves isolated or widespread
damage, arises from natural or external forces, or occurs asa result of any combination of these:

Mold, or wet or dry rot

Mold

Tamage caused by mold is specifically excluded. However, if the mold is the direct result of a
covered loss and is due to the insured's inability to quickly have repairs done, we will cover any
damage caused by the mold resulting from the covered loss. The Neglect exclusion will not
apply where the insured has nsed reasonable means to save and protect the property.

Rot

Rot is specifically excluded. If the claim involves roof damage and the decking materials are
rotted and/or deteriorated, coverage may be available. In order for coverage o apply to rotten
decking, the condition of the decking must prohibit the installation of the new roof, or the Tepair
of the existing roof. Coverage may be available for the lesser of the following amounts:

A. The cost involved in spot repairing the decking material sufficient to re-establish the
integrity of the surface; or
B. The reasonable and necessary eXpense involved in removing the rotten decking material

and replacing it with decking material that meets local ordinances.

Each claim should be handled on its individual merits. As such, an inspection of the
decking should be made before a decision is made to extend coverage as outlined above.
The 1epairs or replacement outlined above will only apply to the area of the roof that
actually sustained the covered damage.

This position does not eliminate any exclusion relating to mold, wet or dry rot, etc. Thisisa
repairability issue relating only to placing the policyholder in relatively the same position they
were in prior to the loss. Rotied decking, etc., in and of itself is not 2 compensable item absent a
repairability issue.

However, we do insure for any resulting loss from items a. through m. unless the resulting loss is
stself a Loss Not Insured by this section.

; -
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CATASTROPHE INDUCTION

We do not insure under any coverage for any loss which would not have occurred in the absence
of one or more of the following excluded events. We do not insure for such loss regardless of:
(a) the cause of the excluded event; or (b) other causes of the loss; or (c) whether other causes
acted concurrently or in any sequence with the excluded event to produce the loss; or (d) whether
the event occurs suddenly or gradually, involves isolated or widespread damage, arises from
natural or external forces, or occurs as a result of any combination of these:

A Ordinance or Law, meaning enforcement of any ordinance or law regulating the
construction, repair, or demolition of a building or other structure, unless specifically
provided under this policy.

If repair costs are increased by enforcement of an ordinance or law, these additional costs
would not be covered, unless the policy in question has a Building Ordinance or Law
Endorsement attached. Should this issue arise, be sure to check the policy involved for
such endorsements. There are several options available under such endorsements for
varying amounts of coverage based upon a stated percentage of the building coverage.

B. Earth Movement, meaning the sinking, rising, shifting, expanding, or contracting of
earth, all whether combined with water or not. Earth movement includes but is not
limited to earthquake, landslide, mudflow, sinkhole, subsidence, and erosion. Earth
movement also includes voleanic explosion or lava flow, except as specifically provided
in Section I ~ Additional Coverage, Volcanic Action.

We do insure for any direct loss by fire, explosion other than explosion of a voleana,
theft or breakage of glass or safety glazing materials which are part of the dwelling
resulting fiom earth movement, provided the resulting loss is itself a Loss Insured.

C. Water Damage, meaning:

1. Flood, surface water, waves, tidal water, overflow of a body of water, or spray
from any of these, all whether driven by wind or not;

2. Water from outside the plumbing system that enters through sewers or drains, or
water which enters into and overflows from within a sump pump, sump pump
well, or any other system designed to remove subsurface water which is drained
from the foundation area; or

3. Natural water below the surface of the ground including water which exerts
pressure on, or seeps or leaks through a building, sidewalk, driveway, foundation,
swimming pool, or other structure.

However, we do insure for any direct loss by fire, explosion or theft resulting from water
damage, provided the resulting loss is itself a Loss Insured.

Form(s)
sives coverage for backup of sewers or drains and overflows of sump pumps and sump
pump systems. Check for the existence of this endorsement for coverage should you
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encounter a loss of this type.

There is no contents coverage to property contained in a building unless an exterior
opening to the building is caused by the direct force of wind or hail.

We do not insure under any coverage for any loss consisting of one or more of the items below.
Further, we do not insure for loss described in paragraphs 1 and 2 immediately above regardless
of whether one or more of the following: (a) directly or indirectly caused, contribute {0 Or
aggravate the loss; ar (b) oceur before, at the same time, of after the loss or any other cause of

loss:

A Conduct, act, failure to act, or decision of any person, group, organization o1
govemmantal body whether intentional, wrongful, negligent, or without fault; or

B. Defect, weakness, inadequacy, fault or unsoundness in:
1. Planning, zoning, development, surveying, siting;
2. Design, specifications, workmanship, construction, grading, compaction;
3, Materials used in construction or repair; or
4. Maintenance;

Of any property (including Jand, stractures, or HNPIOVEMERLS of any kind) whether on or
off the residence premises.

However, we do insure for any resulting loss from items A. and B. unless the resulting loss is
itself a Loss Not Insured.

5/4/199% Losses Not Insured - HOS
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CATASTROPHE INDUCTION

Section | Conditions

Loss Settlement

(Covered property losses are settled as follows:

We will pay actual cash value at the time of loss for

Antiques, fine arts, paintings, statuary, and similar articles which by their inherent nature
cannot be replaced with new articles;

Articles whose age or history contribute substantially to their value including, but not
Jimnited to, memorabilia, souvenirs, and collector’s items,

Property not useful for its intended purpase.

For all of the above classes of property, wWe will not pay an amount exceeding the applicable limit
of liability or an amount exceeding that necessary to repair or replace the property.

‘We will pay the cost to repair or replace

other personal property, carpeting, domestic appliances,

awnings, and outdoor antennas whether or not attached to buildings, subject to the following:

Loss to property not repaired or replaced within one year after the loss will be settled on

an actual cash value basis.

We will not pay an amount exceeding the smailest of the following:

A. Replacement cost at the time of loss;

B. The full cost of repair;
C. Any special limit of liability

described in the policy; or

D. Any applicable Coverage A or Coverage B limit of liability.

We will pay the cost to 1epair or replace

buildings under Coverage A and other structures under

Dwelling Extension, subject to the following:

Until actual repair or replacemen
damage to the buildings or other
replacement cost of the daraged

t is completed, we will pay the actual cash value of the
structures, up to the policy limits, not to exceed the
part of the building or other structures, for equivalent

construction and use on the same pIremises;

The insured must make claim within 180 days after the loss for any additional payment

on a replacement cost basis;

Any additional payment is limite

d to that amount the insured has actually and necessarily

spent to repair or replace the darnaged buildings or other structures with eguivalent

construction and for equivalent u

se on the same premises;

We will not pay more than the 310,000 limit on land as provided in SECTION I -
ADDITIONAL COVERAGES; and

5/4/1959 Section I-Conditions HOS5/Other Page 15.1
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We will not pay for increased costs resulting from enforcement of any ordinance or law
regulating the construction, repair or demolition of a building or other structure, unless
specifically provided under this policy.

Property Claim Agreements

A Property Claim Agreement for Replacement Cost Benefits should be taken on all claims where
RC benefits are being withheld pending completion of the repairs, with the insured receiving a
copy, and a copy being retained in the claim file. On the file copy, indicate the date provided to
the insured and whether sent by mail or given to the insured in person.

Loss to Pair or Set
In the event of a covered loss to part of a pair or set of items, we may elect to:

Al Repair or replace any part to restore the pair or set to its value before the loss; or

B. Pay the difference between the actual cash value of the property before and after the loss
to a portion of the pair or set.

Glass Replacement

Loss for damage to glass caused by a Loss Insured shall be settled on the basis of replacement
with safety glazing materials when required by ordinance or law.

Morigagee Clause

The word "mortgagee” includes trustees. If a mortgagee is named in the policy, any loss payable
under Coverage A shall be paid to the insured and the mortgagee, as interests appear. If more
than one mortgagee is named on the policy, the order of payment shall be the same as the order
of precedence of the mortgagees.

Mortgagees should be included on any draft for damage to Coverage A property once the
damages exceed $2,000. The following mortgagees must be included on the draft for the
building darnages regardless of the amount of damages.
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Intentional Acis
Tf the named insured or any person insured under the policy causes or procures a loss to property

covered under the policy for the purpose of obtaining insurance benefits, then the policy is void
and we will not pay the named insured or any other insured for the loss.

During the course of investigating a claim, if you determine that an insured may have
intentionally caused or procured the loss for the benefit of obtaining insurance benefits, then
immediately report this to your supervisor for gumidance regarding further handling. Such claims
may be referted to a Special Investigative Unit for further investigation and handling.

Our Option

‘We may repair or replace any part of the property damaged or stolen with equivalent property.

Any property we pay for or replace becomes our property.

Your supervisor will provide you with directions for the handling of salvage property in this Cat
operation.

Abandonment of Property

We need not accept any property abandoned by an insured. Should this issue arise, consult with
your supervisor.

Overhead and Profit Considerations

Contractor's Overhead and Profit

Individual tradespersons are entitled to overhead and profit. In general the unit prices used in
our Kactimate software include overhead and profit so an additional calculation is not necessary.

When evaluating contractor’s estimates, however, it is important to compare prices and to note
whether the contractor’s prices include overhead and profit to avoid duplication of payment.

General Contractor’s Overhead and Profit

In some instances, as repairs become more complex and as more trades become involved, a
policyholder may choose to engage a general contractor. A general contractor coordinates and
schedules the efforts of various subconiractors and is entifled to overhead and profit above the
cost of individual subcontractors.

5/4/1999 Section I-Conditions HOS5/Other Page 15.3
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Actual Cash Value (ACV) Setilements

Calculation of Actual Cash Value

Actnal cash value should be determined consistent with local case law or statute. When not in
variance with case law, ACV is defined as replacement cost less depreciation. 0G 75-50
provides specific guidelines.

ACY and General Contractor Overhead and Profit

When it is reasonably likely that a covered repair will require the services of a general contractor
to coordinate and supervise the repair, the general contractor’s overhead and profit payment shall
be paid with the ACV payment. The appropriate percentage charge should be added to the
bottom line ACV calculation. The need for a general contractor must be evaluated using
judgment on each loss according to the complexity of the repair, the degres to which trades
require coordination, and the number of trades involved. If jndgment dictates that the use ofa
general contractor is unnecessary, the costs associated with such use will not be paid with the
ACV payment.

When the need for a general contractor is questionable, the cost associated with a general
contractor’s overhead and profit is payable only if the property is repaired or restored by means
of a general contractor. Overhead and profit should not be paid with the ACV payment in this
case.

Replacement Cost (RC) Claims and General Contractor’s Overhead
and Profit

Under Replacement Cost policies, the difference between ACV and RC is payable upon
completion of repairs when costs for such benefits have been necessarily incurred. The
difference between the general contractor’s overhead and profit amounts paid with the ACV are
payable at this time.

The claim representative has the latitude to issue RC benefits prior to completion of the repairs
when the insured presents an acceptable signed contract to repair the damage or when the repairs
are underway. The acceptability of the contract is a matter of judgment for the claim
representative on a case-by-case basis.

RC Claim Payment When the Policyholder Does the Work

Claim estimates should be written or evaluated on the basis of Xactimate pricing. The deductible
and appropriate depreciation should be applied to the 1eplacemnent cost estimate, and an ACV
payment should be made.

When the insured establishes the work is completed, the supplemental payment for replacement
cost benefits should then by made based on the replacement cost estimate that was used to make
the ACV payment.
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If a decision had been made that it was reasonably likely that a general contractor would be
necessary to supervise and coordinate the repairs, the remainder of the general contractor
overhead and profit allowance should be paid at the time the RC benefits are paid.

Matching Issues

Most of our insurance policies insure for "accidental direct physical loss" to the insured’s
property. There may be situations that arise where the producU/material that is damaged does not

match the undamaged material due to age, fading, obsolescence, deterioration, size, or any
number of reasons.

Tt is State Farm's practice to avoid arbitrary rules regarding matching of various materials, Qur
settiemnent practices take into consideration difference in color, size, and texture, of both
damaged and undamaged materials, {0 arrive at a reasonable approach to settle the insured’s
claim. Each claim must be individually evaluated, and while we make every effort to satisfy our
policyholders, there are occasions where this may not be accomplished. In those rare occasions
where agreement cannot be reached, the policyholder maintains a right to dispute resolution
under the contract. Questionable or difficult matching issues should be reviewed by claim
management.

If a decision has been made to pay for undamaged material, we will show the cost to replace the
undamaged material on the Property Claim Agreement and make payment when incurred or
contracted to be done. This applies to all matching issues, including but not limited to roofing,
siding, flooring, and cabinets.
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Coverage A

The Coverage A - Dwelling loss settlement provisions are Al - Replacement Cost Loss
Settlement - Similar Construction and A2 - Replacement Cost Loss Settlement - Common
Construction.

o

A1 - Replacement Cost Loss Settlement - Similar Construction provides for repair or
replacement of the damaged part of the covered dwelling property with similar
construction for the same use on premises.

This includes building materials and repairs that are similar (but not necessarily identical)
to the mnaterials used for the original construction of the home.

A2 - Replacement Cost Loss Settlement - Common Ceonstruction provides for repair
or replacement of the damaged part of the covered dwelling property with common
construction techniques and materials commonly used by the building trades in new
construction.

There is no payment for the cost to repair or replace obsolete, antique, or custom
construction with like kind and quality.

Repairs or replacement are completed with quality materials that are commonly used for
new construction. It does not provide for exact like kind and quality repairs or
replacement of items no longer available in common new construction.

Under both Al and A2, policyholders have up to two years from the date of loss to complete the
actual repair or replacement.

Insurance to value determines which Loss Settlement provision applies:

Dwelling insured 80% to 100% will have Al - Replacement Cost Loss Settlement -
Similar Construction.

Dwelling insured less than 80% will have A2 - Replacement Cost Loss Settlement -
Common Construction.

Coverage A - Dwelling Extension

Loss Settlement for wood fences is the same under both Al and A2. Payment is limited to the
actnal cash value of the damage to the fence at the time of the loss.

i

57471999
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Coverage A - Property Not Covered

Land is not covered, including the land necessary to support any Coverage A property,
stabilization costs, or repair technique costs designed to compensate for or prevent land
instability. /

Coverage B - Personal Property

The Coverage B - Personal Property loss settlement provisions are Bl - Limited Replacement
Cost Loss Settlement and B2 - Depreciated Loss Settlement.

» Bl - Limited Replacement Cost L oss Settlement provides for the cost to repair or
replace property covered under Coverage B - Personal Property.

However, the cost for repair or replacernent is limited to market value for:

%+ Antiques, fine arts, paintings, statuary, and similar articles which by their intherent
nature cannot be replaced with new articles.

*» Articles whose age or history contribute substantially to their value such as
memorabilia, souvenirs, and collectors items.

< Property not useful for its intended purpose.

o B2 - Depreciated Loss Settlement provides for the cost to repair or replace less
depreciation at the time of loss for property covered under Coverage B - Personal
Property.

Market value is paid for losses to the items described above in B1.

Insurance to value determines which coverage applies:

e Bl - Limited Replacement Cost Loss Settlement is provided when the dwelling is insured
to at least 809 of replacement cost. Coverage B - Personal Property is insured to 75% of
the Coverage A limit.

¢ B2 - Depreciated Loss Settlement is provided when the dwelling is insured at less than
80% of replacement cost. Coverage B - Personal Property is insured to 55% of the
Coverage A limit. For additional premium, Bl may be purchased as an optional coverage
when the dwelling is insured at less than 80% of replacement cost.

Claims personnel are not responsible for determining the settlement option for the dwelling or
personal property coverage, The Underwriting Department makes this determination. The
information is reflected on the Coverage Confirmation Form (CCF).
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Coverage C - Loss of Use

Additional Living Expense language emphasizes that expenses must be incurred by the insured
for coverage to apply, and that these benefits are available for up to 24 months.

Aoijod wiswipyedy

Losses Not Insured

Hot tubs and spas, including their filiration and circulation systems, are not covered for loss -
consisting of or caused by freezing, thawing, pressure, or weight of water or ice. -

1.osses consisting of or caused by continuous or repeated seepage or leakage of water of steam =
over a time are excluded, without regard to whether there 1s any resulting deterioration, ..?:.
corrosion, rust, mold, or wet or dry rot. T
=
Losses consisting of or caused by fungus are not covered. ‘_‘r’J
(=]
Losses consisting of or caused by pressure from or presence of tree, shrub, or plant o0ts are not g
covered.
The following losses resulting from earth movement are not covered:
o explosion other than explosion of a volcano; g
=3
o theft; =
@
o breakage of dwelling glass or safety glazing material. p
Water damage is not covered if caused by: <
» any water below the surface of the ground; ——

e tsunami and seiche;

o water or sewage from outside the residence premises plumbing system that enters through
sewers or drains.

‘We do not insure for losses consisting of weather conditions.

Aajiod
Bugjism( [ejual

Optional Policy Provisions

Optional Policy Provisions are subject to all policy terms, provisions, exclusions, and -
conditions.
1
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Optien ID - Increased Dwelling Limit provides increased limits for damaged building
structures, The limit is the amount shown in the Declarations for the Dwelling, or 10% of the
Option ID limit for Dwelling Extension.

Under Option IO - Incidental Business, there is no coverage for electronic data processing
equipment. Also, coverage is provided for those detached structures which contain the business
for which we are providing coverage.

Option OL -~ Building Ordinance or Law provides coverage up to 10% of the Coverage A
Iimit. For additional premium, limits up to 25% and 50% of the Coverage A limit ate available.
There is no coverage for any structure not attached to the dwelling.

Section | - Conditions

Under 2. Your Duties After Loss, for personal property losses, the insured must show in detail
the quantity, description, age, replacement cost, and amount of loss.

Under 7. Gur Option, we may, at our option, repair or replace the damaged or stolen property
with similar property.
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Manufactured Home Policy

Coverage A - Dwelling

‘We cover:

C. The dwelling used principally as a private residence on the residence premises show in
the Declarations. This inciudes structures attached 1o the dwelling;

D. Materials and supplies located on or adjacent to the residence premises for use in the
construction, alteration, or repair of the dwelling or other structures on the residence
premises;

E. Wall-to-wall carpeting attached to the dwelling on the residence prernises;

F. Qutdoor antennas;

G. Parts, equipment, furniture, and accessories which are originally built into and form a

permanent part of the dwelling;

H. Permanently attached carports or Zarages, awnings, skirting, porches, tie-down
equipment; and

1. Dwelling siructure equipment.

We do not cover the dwelling while it is rented. However, it is permissible to rent a portion of
the dwelling which is occupied by an insured to mot more than two roomers or boarders.

Also, there is not additional coverage for 1and like the Homeowners Policy. We do not cover
land under the Manufactured Home Policy, including the 1and necessary to support any Coverage
A property. We do not cover any costs required to replace, rebuild, stabilize, or otherwise
restore the land, nor do we cover the costs of repair techniques designed to compensate for or
prevent land instability.

Coverage B - Personal Property

Under Property Not Covered applying to Coverage B - Personal Property, there are a couple of
additional items not found on the regular Homeowners Policy.

Under the Manufactured Home Policy, we do not cover the following property under
Coverage B:

)] appliances, equipment and actessories which are originally built into and form a
permanent part of the dwelling; (These items are covered as part of the dwelling under
Coverage A, item le.)
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m} tires and wheels detached from the dwelling and while away from the residence premises.

Flood Coverage
The standard Manufactured Home Policy includes coverage for flood.

Under Section I - Losses Insured, under the perils insured against listed for Coverage B -
Personal Property, you will find the following:

Item #17 - Flood, surface water, waves, tidal water, or overflow of a body of water, or spray
from any of these, whether or not driven by wind.

Coverage A - Dwelling is all-risk coverage. Under Section I - Losses Not Insured, exclusion 2¢,
Water Damage, you will note that the language pertaining to flood and surface water found in the
Homeowners Policy is not present in the Manufactured Home Policy.

Note:  In some states, flood coverage may be-excluded by endorsement. Check the policy for
such endorsements before making commitment to flood coverage.

L.oss Seitlement

Under the Manufactured Home Policy, covered property losses are seltled at actual cash value at
the time of loss. This means there may be deduction for depreciation.

We will not pay an amount exceeding;

A. That necessary to repair or replace;

B. Any special limit of liability described in the policy; or

C. Any applicable Coverage A or Coverage B limit of liability.

Note:  The basic Manufactured Home Policy does not contain replacement cost coverage.
However, many of these policies are issued with replacement cost added on by
endorsement. One endorsement adds replacement cost coverage for the dwelling only.
The other adds replacement cost coverage for both the dwelling and personal property.
Check for the presence of these endorsements on each Manufactured Home Policy, and
handle accordingly.

Section ! - Losses Not Insurad

Item 2h excludes any Loss Insured other than fire while the dwelling is in transit. However,
referring back to the policy definition of "in transit,” you will note that the dwelling will not be
considered "in transit" if it is being moved as an emergency measure to protect it from an
impending loss from a Loss Insured.
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>
. - - - - - - ‘u
Item 2i excludes any Loss Insured while the dwelling is at any location not described in this B
policy. This exclusion does not apply if yon or someone on your behalf has notified us or our 2
agent of the move within 60 days from the start of the move. If you encounter a risk imsured =
under the Manufactured Home Policy in a location other than the one listed in the policy, you &
will need to investigate to determine when and why it was moved, and whether or not any notice )
was given to State Farm or our agent of the move. You will need to follow up with the agent to
ascertain notice was given. Notify catastrophe management should you have a claim involving
this issue, as it may become necessary to involve the regional Underwriting Department. et
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Boatowner’s Policy 5
E
Coverage A o
We cover the boats, motots, boat trailers, and boat equipment described in the Declarations. E
"hoat" includes permanently attached equipment.
“hoat eguipment” means: i
A. Anchors, oars, electric trolling motors
c
B. Exira fuel tanks, extra batteries E
C. Tarpaulins, detachable canopies c
£
D. Tools
E. Seat cushions, life preservers
. Cook stoves, deck chairs
C
C
G. Skis and their tow ropes E
i
H. Yrems similar to items A. through G. listed above ¢
<
H
L Dinghies {tenders) and their outboard motors owned by you and used to service your :
watercraft i
¥ Citizen band radios while In or on your watercraft
"hoat equipment” does not include sports equipment such as fishing gear.
"motor” incindes remote controls, electric harness, battery and pressure gas tanks.
O
1=
=
b

Newly Acquired Watercraft
We cover newly acquired watercraft for damage caused by a Loss Insured. The coverage limit 1s
the cost of the newly acquired watercraft.

"Newly acquired watercraft” means:
A. A boat, motor, oF boat trailer under Section T

B. A boat or motor under Section H.

5/4/199% Boatowner’s Policy Page 18.]
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Under Section I and Section II the watercraft must be newly acquired by the insured and:
A Replace property insured by this poliey; or

B. Be additional property. On the date of its delivery, we must insure all other boats and
motors the insured owns.

The insured must tell us about the newly acquired watercraft within 30 days after it is delivered
to the insured, tell us which Boatowner’s Policy applies, and pay any premium due.

Reasonable Repairs

If damage is caused by a Loss Insured, we will pay the reasonable cost incurred to repair damage
to covered property to protect the property from further damage or loss. This is an additional
amount of insurance.

Wreck Removal

We will pay the reasonable expenses incurred by the insured for any attempted or actual ralsing,
removal, or destruction of the wreck of their watercraft if

A. The damage is caused by a Loss Insured; and
B. Removal or destruction of the wreck is required by law or governmental anthority.

The expense for wreck removal is included within the Coverage A limit. When the amount
payable for damage to the watercraft plus the cost of removal or destruction of the wreck exceeds
the Coverage A limit, an additional 5% of the Coverage A limit is available for wreck removal
expense.

Loss Settlement

Covered property losses under the Boatowner’s Policy are settled as follows:
L We will pay the cost of repair or replacement at the time of loss, without deduction for
depreciation, subject to the following:

A. We will pay the cost of 1epair or replacement but not exceeding the following
amounts:

1. Replacement cost at the time of loss:

2. The full cost of repair;
3. Any applicable special limit of liability; or
4. Any applicable limit of liability.
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B. Loss to property not repaired or replaced within one year after the loss will be settled
on an actual cash value basis. This means there may be deduction for depeciation.

We will pay the Coverage A limit shown in the Declarations for the described boats and
motors if 21l described items are a total loss as the result of a single insured loss. We will
also pay the Coverage A limit shown in the Declarations for a boat trailer if it is also a
total Joss as the result of the same single insured loss. The policy deductible does not
apply to these total losses.

Salvage

Under Section 1 - Conditions, #7 - Qur Option, it states that any property we pay for or replace
under this policy becomes our property. See your catastrophe management for specific
directions concerning the handling of salvage walercraft.

Optional Coverages

There are several optional coverages available with the Boatowner’s Policy that might affect
coverage in certain circumstances. Check to see if there are any optional coverages listed on the
policy.

Option E - Client Entertainment

This option provides an exception to the Section I exclusion for business use, and allows
occasional entertainment of business clients aboard the insured’s watercraft.

Option F - Personal Property

This option provides additional coverage for the insured’s personal property that is used with the
watercraft, provided the damage is caused by a Loss Insured. The coverage limit for this option
will be shown in the Declarations, and may vary.

Several categories of personal property are not covered under Option F. There are other items
which are covered for only a few named perils listed under Option F, and there are special limits
of liability for certain types of personal property. Refer to Option F in the back of the
Boatowner’s policy for these limitat:ons.

57411999 Boatowner’s Policy Page 18.3
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hental Dwelling Policy

personal Effecis
‘Under Additional Coverages, itern #6 - Personal Effects, provides the following coverage:

We will pay up to $500 for loss at the residence premises caused by a Loss Insured to personal
effects of others while such property is in your care, custody, or control. This coverage is subject
to the limitations and exclusions applicable to Coverage B - Personal Property. This coverage is
Jimited to $100 per person and does not increase the limit of lability applying (o Coverage B -
Personal Property.

Losses Not Insured

Trem le excludes theft of any property which is not actually part of any building or structure.
Under Additional Coverages, item#7 - Burglary, there could be theft coverage for personal
property used or owned by the insured which is rented or held for rental with the residence
premises, when the 105 is from a known location within a building on the residence premises
when it is probable that the property has been stolen and there is visible evidence of forcible
entry to or forcible exit from that building. The Additional Coverage for Burglary does not
increase the limit of liability applying to Coverage B - Personal Property.
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. . . 3
Business Policy =
i o
overage A - Accidental Direct Physical Loss Coverage =
-
o Ruildings, garages, completed additions
Permanently installed fixtures _
e Personal property used to service the Premises
G
s Additions under construction ] %
o
o Material within 100 feet of premises for additions 3
: g
Coverage B - Accidental Direct Physical Loss Coverage
o Property you own that is used in your business ]
« Property in the insured's care and owned by others c
e Tenants improvements made & part of the building, you acquired ot made at your expense €
g
A . -g
Seasonal Automatic Increase ;
e 25% Additional Personal Property COVEIage if 100% of average monthly value is carried g

during last 12 months

>roperty Not Covered

This policy does not cover:

1. aircraft;

2. antomobiles, motor trucks and other vehicles subject to motor vehicle registration;
3. watercraft (including motors, equipment and accessories) while afloat;

4. money or securities, except as provided in the Optional Coverages;

5. contraband, or property in the course of illegal transportation or trade;

6. land (including land on which the property is located) or any costs required fo replace,
rebuild, excavate, grade, backfill, fill, stabilize or otherwise restore the land, except as

provided in the Extensions of Coverage;
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7.

10.

11.

natural water or growing Crops;
exterior signs, except as provided in the Extensions of Coverage;
animals, except as provided in the Property Subject to Limitations;

the cost to research, replace or restore the information on valuable papers ‘and records,
including those which exist on electronic or magnetic media, except as provided in the
Extensions of Coverage;

trees, plants, lawns and shrubs, except as provided in the Extensions of Coverage;

. property that is covered under anotherbov&rage 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.

Property Subject to Limitation, | _

We will not pay for loss:

1.

i'-.J

to valuable papers and records, such as books of account, manuscripts, abstracts,
drawings, card index systems, film, tape, disc, drum, cell or other electronic data
processing, recording or storage media, and other records, caused by any error in
programming. But if loss to papers or records, including those which exist on electronic
or magnetic media, is caused by any other insured loss, we will pay either:

a. the cost of replacing the papers or records with duplicates of like kind and quality,
such as prepackaged software programs, if duplicate material is available on the
current retail market; or

b. the cost of unexposed or blank material for reproducing the papers ox records, if
they cannot be replaced with duplicate material of like kind and quality;

to fragile articles, such as glassware, statuary, marbles, chinaware, poicelains, bric-a-brac
and other articles of a brittle nature, if broken, unless caused by any of the "Specified
Causes of Loss" or by building glass breakage. This limitation does not apply to:

a. glass that is part of a building or structure;
b. botiles or similar containers of property held for sale or sold but not delivered; or
c. lenses of photographic or scientific instruments;

. by theft of the following types of property for more than the limits shown in any one

QCCUIIenca:
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a. $2.500 for furs, fur garments and garments trimmed with fur;

b. $2,500 for jewelry, watches, watch movements, jewels, pearls, precious and semi-
precious stones, bullion, gold, silver, platinum and other precious atloys or
metals. This limit does not apply to jewelry and watches worth $100 or less per

item;
c. $2,500 for patterns, dies, molds and forms; and
d. $250 for stamps, tickets and letters of credit;

4. to animals which are:

a. owned by you as merchandise held in storage or for sale while inside of
bujldings; or

b. owned by others and boarded by you;

unless caused by any of the "Specified Causes of Loss” or building glass breakage and
then only if they are killed or their destruction is made necessary, or by theft;

5. to bridges, roadways, driveways, walks, patios or other paved surfaces, fences, cutdoor
swimming pools and related equiprment, retaining walls, bulkheads, pilings, piers,
wharves, docks and underground pipes, flues or drains caused by:

a. freezing or thawing;
b. impact of watercraft; or
C. The pressure or weight of ice or water whether driven by wind or not;

6. to the interior of any building or structure, or the property inside any building or
structure, caused by rain, snow, sleet, ice, sand or dust, whether driven by wind or not,
unless:

a. the building or structure first sustains damage by an insured loss to its roof or
walls through which the rain, snow, sleet, ice, sand or dust enters; or

b. the loss is caused by thawing of snow, sleet or ice on the building or struchure;

7. to steam boilers, steam pipes, steam engines or steam turbines caused by any condition or
evertt inside such equipment. But we will pay forloss 10 such equipment caused by an
explosion of gases or fuel within the furnace of any fired vessel or within the flues or
passages through which the gases of combustion pass;
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8. to hot water boilers or other water heating equipment, air conditioning units or
refrigerating units caused by any condition or event inside such boilers or equipment,
other than an explosion

9. to personal property in the open caused by Tain, snow, sleet or ice;

10. to gutters and downspouts caused by welght of snow, sleet or ice.

Loss of Income

e Foractual loss of "business income" to continue operations during period of restoration.

o Extra expense to minimize the suspension. -

Optional Coverages "
o AR - Accounts Receivable

ED - Employee Dishonesty

o ES - Exterior Signs

e MB - Mechanical Breakdown

s MO - Money and Secunties

» PO - Property of Others

o TP - Trees, plants, lawns and shrubs

= VP - Valuable papers

Deductible

o Shown in the declarations, except:
%+ Glass

%+ Money and securities
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st

Apartment Policy

Coverage A - Accidental Direct Physical Loss Coverage

Buildings, garages, completed additions
Permanently installed fixtures

Personal property used to service the premises
Additions under construction

Material within 100 feet of premises for additions

Coverage B - Accidental Direct Physical Loss Coverage

Property used in business

Property in the insured's care and owned by others

Property Not Covered

This policy does not cover:

1.

2.

aircrafi;

automobiles, motor trucks and other vehicles subject to motor vehicle registration;
watercraft (including motors, equipment and accessories) while afloat;

money or securities, except as provided in the Optional Coverages;

contraband, or property in the course of illegal transportation or trade;

Jand (including land on which the property is located) or any costs required to replace,
rebuild, excavate, grade, backdill, £ill, stabilize or otherwise restore the land, except as
provided in the Extensions of Coverage;

natural water or growing crops;

exterior signs, except as provided in the Extensions of Coverage;

animals, except as provided in the Property Subject to Limitations;

5/4/1999 Apartment Policy Page 21.1
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10. the cost to research, replace or restore the information on valuable papers and records,
including those which exist on electronic or magnetic media, except as provided in the
Extensions of Coverage;

11. trees, plants, lawns and shrubs, except as provided in the Extensions of Coverage;

12. 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.

Property Subject to Limitation -

We will not pay for loss:

1. to valuable papers and records, such as books of account, manuseripts, abstracts,
drawings, card index systems, film, tape, disc, drum, cell or other electronic data
processing, recording or storage media, and other records, caused by any error in
programming. But if loss to papers or records, including those which exist on electronic
or magnetic media, is caused by any other insured loss, we will pay either:

a the cost of replacing the papers or records with duplicates of like kind and quality,
such as prepackaged software programs, if duplicate material is available on the
current retail market; or

b. the cost of unexposed or blank material for reproducing the papers or records, if
they cannot be replaced with duplicate material of like kind and quality;

E\J

to fragile articles, such as glassware, statuary, marbles, chinaware, porcelains, bric-a-brac
and other articles of a brittle nature, if broken, unless caused by any of the "Specified
Causes of Loss" or by building glass breakage. This limitation does not apply to:

a glass that is part of a building or structure;
b. bottles or similar containers of property held for sale or sold but not delivered; or
c. lenses of photographic or scientific instruments;

1.3

by theft of the following types of property for more than the limits shown in any one

QCCUITENCE:
a. $2,500 for furs, fur parments and garments trimmed with fur;
b. $2,500 for jewelry, watches, watch movements, jewels, pearls, precious and semi-

precious stones, bullion, gold, silver, platinum and other precious alloys or
metals. This limit does not apply to jewelry and watches worth $100 or less per
item;
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c. $2,500 for patterns, dies, molds and forms; and

d. £750 for stamps, tickets and letters of credit;
4. to animals which are:

a. owned by you as merchandise held in storage or for sale while inside of
buildings; or

b. owned by other and boarded by you;

unless cansed by any of the "Specified Causes of Ioss" or building glass breakage and
then only if they are iilled or their destruction is made necessary, O by thefi;

5. to bridges, roadways, driveways, walks, patios or other paved surfaces, fences, outdoor
swimming pools and related equipmuent, retaining walls, bulkheads, pilings, piers,
wharves, docks and underground pipes, flues or drains cansed by:

a. freezing or thawing;
b. impact of watercrait; or _
C. {he pressure or weight of ice or water whether driven by wind or not;

6. 1o the interior of any building or structure, 0T the property inside any building or
structure, caused by rain, SROW, sleet, ice, sand or dust, whether driven by wind or not,
unless:

a. the building or structure first sustains damage by an insured loss to its roof or
walls through which the rain, snow, sleet, ice, sand or dust enters; or

b. the loss is caused by thawing of snow, sleet or ice on the building or structure;

7. to steam boilers, steam pipers, steam gngines or steam turbines cansed by any condition
or event inside such equipment. But we will pay for loss to such equipment caused by an
explosion of gases or fuel within the furpace of any fized vessel or within the flues or
passages through which the gases of combustion pass;

8. to hot water boilers or other water heating equipment, alr conditioning units or
refrigerating units caused by any condition or event inside such boilers or equipment,
other than an explosion;

9. to personal property in the open caused by rain, snow, sleet or ice;
H

10. to gutters and downspouts cansed by weight of snow, sleet or ice.
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Loss of Income
» For actual loss of "business income” to continue operations during period of restoration

» [xira expense to minimize the suspension

Optional Coverages
o ED - Employee Dishonesty

o ES - Exterior Signs
o MB - Mechanical Breakdown
» MO - Money and Securities

= TP - Trees, plants, lawns and shrubs

Deductible

e Shown in the declarations, except:
% Glass

*¢ Money and securities
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Church Policy
Coverage A - Accidental Direct Physical Loss Coverage
o Buildings, garages, completed additions
e Permanently installed fixtures
» Personal property used to service the premises
» Additions under construction
» Materjal within 100 feet of premises for additions

e Electric sound and communications equipment, fixed seats, pews, tables, alters, clocks,
bells, organs, and baptisteries

Coverage B - Accidental Direct Physical Loss Coverage
s Property used in business _

» Property in the insured's care and owned by others

» Tenants improvements made part of the building

Property Not Covered

This policy does not cover:
1. aircraft;
2. automobiles, motor trucks and other vehicles subject to motor vehicle registration;
3. watercraft (including motors, equipment and accessories) while afloat;
4. money or securities, except as provided in the Extensions of Coverage;
5. contraband, or property in the course of illegal transportation or trade;

6. land (including land on which the property is located) or any costs required to replace,
rebuild, excavate, grade, backfill, fill, stabilize or otherwise restore the land, except as
provided in the Extensions of Coverage;

7. natural water or growing crops;
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8. animals, except as provided in the Property Subject to Limitations:

9. the cost to research, replace or restore the information on valuable papers and records,
including those which exist on electronic or magnetic media, except as provided in the
Extensions of Coverage;

10. trees, plants, lawns and shrubs, except as provided in the Extensions of Coverage; or

) 1. property that is cavered under another coverage form of this or any other policy in which
7 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.

Property Subject to Limitation

We will not pay for loss:

1. to valuable papers and records, such as books of account, manuscripts, abstracts,
drawings, card index systems, film, tape, disc, drum, cell or other electronic data
processing, recording or storage media, and other records, caused by any error in
programming. But if loss to papers or records, including those which exist on electionic
or magnetic media, is caused by any other insured loss, we will pay either:

a. the cost of replacing the papers or records with duplicates of like kind and quality,
such as prepackaged software programs, if duplicate material is available on the
current retail market; or

b. the cost of unexposed or blank material for reproducing the papers or records, if
they cannot be replaced with duplicate material of like kind and quality;

!\J

to fragile articles, such as glassware, statuary, marbles, chinaware, porcelains, bric-a-brac
and other articles of a brittle nature, if broken, unless caused by any of the "Specified
Causes of Loss" or by building glass breakage. This limitation does not apply to:

a. glass that is part of a building or structure;

b. bottles or similar containers of property held for sale or sold but not delivered; or

c. lenses of photographic or scientific instruments;

3. by theft of the following types of property for more than the limits shown in any one

occurrence: '
a. $2,500 for furs, fur garments and garments trimmed with fur;
b. $2.500 for jewelry, watches, watch movements, jewels, pearls, precious and semi-

precious stones, bullion, gold, silver, platinum and other precious alloys or
metals. This limit does not apply to jewelry and watches worth §100 or less per

Church Policy 5/4/1999
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item;
T o §2,500 for patterns, dies, molds and forms; and
d. £250 for stamps, tickets and letiers of credit;

4. 1o animals which are:

a. owned by you as merchandise held in storage or for sale while inside of
buildings; or

b. owned by other and boarded by ydﬁ;

unless caused by any of the "Specified Causes of Loss" or building glass breakage and
then only if they are killed or their destruction is made necessary, of by theft;

5. 1o bridges, roadways, driveways, walks, patios or other paved surfaces, fences, outdoor
swimming pools and related equipment, retaining walls, bulkheads, pilings, piers,
wharves, docks and underground pipss; flues or drains caused by:

a. freezing or thawing;
b. impact of watercraft; or
C. the pressure or weight of ice or water whether driven by wind or not;

6. to the interior of any building or structure, or the property inside any building or
structure, caused by rain, snow, sleet, ice, sand or dust, whether driven by wind or not,
unless:

a. the building or structure first sustains damage by an insured loss to its roof or
walls through which the rain, snow, sleet, ice, sand or dust enters; or

b. the loss is caused by thawing of snow, sleet or ice on the building or structure;

7. to stearn boilers, steam piper, steam engines or steam turbines caused by any condition or
event inside such equipment. But we will pay for loss to such equipment caused by an
explosion of gases 0t fuel within the furnace of any fired vessel or within the flues or
passages through which the gases of combustion pass;

8. o hot water boilers or other water heating equipment, air conditioning units or
refrigerating units caused by any condition or event inside such boilers or equipment,
other than an explosion;

9. 1o personal property in the open caused by rain, Snow, sleet or ice;

10. to gutters and downspouts caused by weight of snow, sleet or ice.
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Optional Coverages
v ED - Employee Dishonesty

» ES - Exterior Signs

¢+ MB - Mechanical Breakdown -

» MO - Money and Securities
s PO - Property of Others

» TP - Trees, plants, lawns and shrubs

Deductible

s Shown in the declarations, except:

s+ (Glass

<+ Money and securities
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Con

dominium Association Policy

Coverage A - Accidental Direct Physical Loss

Buildings, garages, completed additions
Permanently installed fixtures

Personal property used to service the premises
Additions under construction

Any fixtures, improvements that are part of the building, and appliances in the unit
regardless of ownership.

Materials within 100 feet of premises for additions

Coverage B - Accidental Direct Physical L.oss

Property the insured owns
Property in the insured's care and owned by others

Property in which each unitowner has an undivided interest including interest in personal
property owned by others

Property Not Covered

This policy does not cover:

1.

2.

aircraft;

automobiles, motor trucks and other vehicles subject to motor vehicle registration;
watercraft (including motors, equipment and accessories) while afloat;

money o1 securities, except as provided in the Optional Coverages;

contraband, or property in the course of illegal transportation or trade;

land {including land on which the property is Jocated) or any costs required to replace,
rebuild, excavate, grade, backfill; fill, stahilize or otherwise restore the land, except as

provided in the Extensions of Coverage; or

natural water or growing Crops;

5/4/1559
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11,

13.

exterior signs, except as provided in the Extensions of Coverage,
animals, except as provided in the Property Subject to Limnitations;

the cost to research, replace or restore the information on valuable papers and records,
including those which exist on electronic or magnetic media, except as provided in the
Extensions of Coverage; .

trees, plants, lawns and shrubs, except as provided in the Extensions of Coverage;

. 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; or

personal property owned by a unit-owner except as provided in Coverage B - Business
Personal Property. :

Property Subject to Limitation

We will not pay for loss:

1.

E\J

Ld

to valuable papers and records, such as books of account, manuscripts, abstracts,
drawings, card index systems, film, tape, disc, drum, cell or other electionic data
processing, recording or storage media, and other records, caused by any error in

programming. But if loss to papers or records, including those which exist on electronic
or magnetic media, is caused by any other insured loss, we will pay either:

a. the cost of replacing the papers or records with duplicates of like kind and quality,
such as prepackaged software programs, if duplicate material is available on the
current retail market; or

b. the cost of unexposed or blank material for reproducing the papers or records, if
they cannot be replaced with duplicate material of like kind and quality;

to frapile articles, such as glassware, statuary, marbles, chinaware, porcelains, bric-a-brac
and other articles of a brittle nature, if broken, unless caused by any of the “Specified
Causes of Loss" or by building glass breakage. This lirnitation does not apply to:

a. glass that is part of a building or structure;
b. hottles or similar containers of property held for sale or sold but not delivered; or
c. - lenses of photogiaphic or scientific instruments;

by theft of the following types of property for more than the limits shown in any one
OCCUITEncE:
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a $2,500 for furs, fur garments and garments trimmed with fur;

b. $2,500 for jewelry, watches, watch movements, jewels, pearls, precious and semi-
precious stones, bullion, gold, silver, platinum and other precious alloys or
metals. This limit does not apply to jewelry and watches worth $100 or less per

item,;
C. $2.500 for patterns, dies, molds and forms; and
d. $250 for stamps, tickets and letters of credit;

4, to animals which are:

a. owned by you as merchandise held in storage or for sale while inside of
buildings; or

b. owned by other and boarded by you;

unless caused by any of the "Specified Causes of Loss" or building glass breakape and
then only if they are killed or their destruction is made necessary, or by thefi;

5. to bridges, roadways, driveways, walks, patios or other paved surfaces, fences, outdoor
swimming pools and related equiprment, retaining walls, bulkheads, pilings, piers,
wharves, docks and underground pipes, flues or drains caused by:

a. freezing or thawing;
b. impact of watercraft; or
c. The pressure or weight of ice or water whether driven by wind or not;

6. to the interior of any building or structure, or the property inside any building or
structure, caused by rain, snow, sleet, ice, sand or dust, whether driven by wind or not,
unless:

a. the building or structure first sustains damage by an insured loss to its roof or
walls through which the rain, snow, sleet, ice, sand or dust enters; or

b. the loss is caused by thawing of snow, sleet or ice on the building or structure;

7. to steamn boilers, steam pipers, steam engines or steam turbines caused by any condition
or event inside such equipment. But we will pay for loss to such equipment caused by an
explosion of gases or fuel within the furnace of any fired vessel or within the flues or
passages through which the gases of combustion pass;
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i 8 to hot water boilers or other water heating equipment, air conditioning units or
‘ refrigerating units caused by any condition or event inside such boilers or equipiment,
other than an explosion;

9. to personal property in the open caused by rain, snow, sleet or ice;

10. to gutters and downspouts caused by weight of snow, sleet or ice. ¢

Optional Coverages
e ED - Employee Dishonesty

e IS - Exterior Signs
s MB - Mechanical Breakdown
- o MO - Money and Securities

o TP - Trees, plants, lawns and shrubs

Deductible

» Shown in the declarations, except:
% (lass

<+ Money and securities
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