COMMERCIAL PROPERTY
INSURANCE: CTIN\/

What You Should Know | “— v

Commercial property owners who experience a covered loss often do not
get an outright denial from their insurance company—very often this leads
to a false sense of security that they will obtain the coverage for which
they paid. Rather, the issues involved in commercial property coverage
disputes are more insidious and often involve:

;

Significant delays in obtaining insurer payments

Disputes over cost of repair/replacement

Delays attributable to mortgage holder’s rights

Insufficient explanation by insurer of what’s covered, what elements
of the submitted loss are disputed, and how payments made are
being allocated

o Disputes over what constitutes “like kind and quality”

o Replacement cost versus actual cash value at time of loss

e Misapplication of deductibles/retentions

Many states have strict laws imposing penalties against insurers who do
not pay the amount of a submitted loss which is not reasonably disputed.
Knowing these laws and how they work gives you, the policyholder, the
leverage you need to maximize your claim

recovery in a timely fashion.

Property Loss Exposures: Perils and Hazards

e Fire o Electronic Data Loss

« Lightning e« Flood

« Explosion o Earthquake

e Collapse e Vandalism

e Windstorm/Hurricane « Mold

o Slip and Fall e« Terrorism

e Business Interruption « Warehouse Loss

o Utility Services Interruption  High Risk Property Use

. Law/Ordinance (Manufacturing plastics,
Enforcement combustible materials, etc.)
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WHO’S AFFECTED?
(Just to Name a Few)

e National retail chains with damage to multiple store locations resulting from natural disasters

o National owners and managers of leased retail property with significant losses from insured
perils such as fire

e Large commercial property owners seeking review of the insurance aspects of their
commercial leasing programs

e Small local businesses with flood losses

e And many more

SDV CAN HELP YOU MAXIMIZE YOUR COVERAGE & RECOVERY
IN THESE KEY AREAS:

e Policy renewals/commercial property insurance program review
e Lease and contract review

e Claim advocacy

o Litigation of coverage disputes

o Claim review/audits of existing claims handling programs

Arguments Insurers Use to Undervalue Business Interruption Loss

Regarding business interruption loss and extra expense coverage, beware of insurers attempting to limit
this valuable coverage. Some arguments insurers utilize are:

e Some or all of loss represents lost market share
e Some or all of loss is due to laws or ordinances
e Some or all of loss is offset by gains experienced elsewhere in the business
e The policyholder took too long to restore the business (period of restoration)

e Income projections weighted too heavily on past performance rather than trends and future growth

expectations

Leasing Issues

e Does your commercial property program deliver the insurance you have promised in your leases?
o Whether you are the lessor or lessee, does your lease seek the appropriate insurance protection

and indemnification from the other party?

e Do you have adequate assurance that the insurance promised to you through a lease is actually in

place? (Beware of the insurance certificate!)
» Are all the proper insurance safeguards contained in the lease? (e.g., notice of cancellation
provisions, priority of insurance provisions, additional insured status, etc.)

Recent Highlight:

June 2008: SDV recovers $28 million in commercial property policy proceeds for
policyholder with multiple store locations damaged by Hurricane Katrina.
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