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From the Editor

by Donald P. Roinestad, CPCU

long with the many new members who
Ahave joined the Personal Lines Section

this year, there is also a new editor for
your newsletter. My name is Don Roinestad,
and I was asked at the Winter Meeting 2000 to
assume this responsibility. Everyone on the
Personal Lines Section Committee joins me in
thanking past editor Aaron Stein for the excel-
lent job he has done since the newsletter’s
inception, and we especially appreciate the
time and effort he has spent on making it a
SUCCESS.

This newsletter features an article that covers
an area of special interest and is of value to
everyone associated with personal lines. At the
end of this year ISO is introducing a new series
of homeowner forms (HO 2000) to replace the
HO 91. To better understand the modifications
and differences between the two series, an 1SO

summary of the changes appeared in the
November 1, 1999 issue of Property Insurance
Report, a publication that is edited by Brian
Sullivan (permission was granted by the pub-
lisher to reprint this article). The ISO summary
is reproduced below in its entirety with some
recent ISO updates, and is an excellent
resource document for when the HO 2000 is
introduced in your respective states.

We will strive to make your newsletter a
tool to keep all members informed as to what
is occurring in the personal lines arena. I, as
well as the other members of the Personal
Lines Committee, would like to hear from you
in order to ensure that the Personal Lines
Section is enhancing your knowledge as an
insurance professional. Please contact me at
e-mail don.roinestad@ekemper.com. I look
forward to hearing from you. B

Homeowners 2000 Program Summary
of the Changes to the HO 91

by Brian Sullivan

Editor’s note: This article was originally published in the November 1999 issue of the Propérty
Insurance Report and is reprinted bere with permission.

he HO 2000 Program filing will
consist of:

* more than 50 changes to the policy forms,
many of which will also affect a number of
the endorsements in the homeowners
portfolio

* twenty new optional endorsements—13 for
general use, and seven for use with the
Optional Home Business Coverage
(Homebiz) Endorsement

¢ changes to the Personal Injury, Homebiz,
and Lead & Fuel optional endorsements

* thirteen new rules that will complement the
new endorsements

* changes to more than 15 current rules

The following information briefly summa-
rizes what we, at ISO Personal Lines, believe
are the key changes to the forms. It also high-
lights the themes of the new endorsements.

Special Coverage Form HO-5
To Be Reintroduced

New Form HO-5 will provide “open perils”
coverage to property covered under coverages
A, B, and C. It will replace the combination of
Form HO-3 with Endorsement HO-15 (“open
perils” on contents), but will not cover personal
property for the peril of earthquake (EQ).

Business Coverage Changes

Business definition will be revised to
express that a business includes a full- or part-
time trade, profession, or occupation, and any
other activity engaged in for money or other
compensation. Certain activities, however, will
not be considered a business:

® one or more activities, not described below,
for which no “insured” receives more than

Continued on page 2



(Reprinted with permission)

Perils Insured Against and
Open Perils Preclusions of
Coverage

Smoke Peril will be broadened to include
“the emission or puffback of smoke, soot,
fumes, or vapors from a boiler, furnace, or
related equipment.”

Accidental Discharge or Overflow of
Water or Steam Peril

This peril is revised:

* to cover the cost to tear out and replace
parts of non-building structures on the res-
idence premises when escaping water or
steam is causing damage to a covered
building

* to clarify that the plumbing system and
household appliances do not include sump
pumps, gutters, down spouts, roof drains, or
similar equipment or fixtures (This change
will also be made to the freezing peril.)

In the open perils forms, the exception to the
wear, tear, mechanical breakdown, latent defect,
and inherent device preclusions of coverage is
revised to explicitly express that discharge or
overflow of water or steam from within a storm
drain or water, steam, or sewer pipe that is off
the residence premises is covered.

Vandalism or malicious mischief
preclusion will be revised to extend the per-
mitted vacancy period to 60 days (from 30),
and clarified so that the vacancy provisions
will apply, as always intended, to ensuring
loss caused by a vandal’s act committed in
the course of vandalism.

Section I Exclusions

Earth movement and water damage will be
clarified to apply to all earth movement and
water damage, whether or not caused by
natural or other forces or results in substantial
damage over a widespread area.

Water Damage

Sewer or drain back up provisions will be
clarified to apply to:

s overflow and discharge of water from a
sump system

e water and water-borne material that over-
flows or discharged

Intentional loss will be revised to empha-
size that it applies to any loss arising out of
any act “an insured commits or conspires to
commit” with the intent to cause a loss.

Personally Speaking

Government action will be newly added
to exclude the destruction, confiscation, or
seizure of property insured under Coverage
A, B, and C by order of any governmental or
public authority. However, this exclusion will
not apply when such action is taken to pre-
vent the spread of fire.

Section I Conditions

Loss Settlement
This will be revised:

e to newly specify that an insured is permitted
to elect the replacement cost option by noti-
fying the insurer within 180 days after a loss
of such intent

e to place added emphasis that property
rebuilt at a different premises is limited to
the cost of rebuilding at the original
premises

Other insurance will be revised so that HO
insurance is excess over amounts payable
under other insurance policies and service
agreements and warranties.

Section II Liability
Exclusions

Vehicle and Craft Exclusions

These exclusions will undergo a major
restructuring and revision, e.g.:

e The term “Motor Vehicle Registration” will
be replaced with “a motor vehicle regis-
tered for use on public roads or property.”

e “Negligent Supervision” or “Failure To
Supervise” will be added to the current list
of excluded acts.

» The exceptions to the excluded vehicles are
essentially unchanged but a few will be
fine-tuned to respond to adverse case law,
e.g., a vehicle “used to service an insured’s
premises” will be revised to . . . “used solely
to service an insured’s premises.”

* The exceptions to the excluded vehicles
and crafts will not apply if used for racing
or other competition; rented to others;
used to carry persons or cargo for a
charge; or for business.

¢ The exceptions to the vehicle exclusion
will be broadened to provide coverage for
owned motorized golf carts with a maxi-
mum attainable speed on the level ground

Continued on page 4



A Note from Your Editor:
On the Lighter Side . . .

by Donald P. Roinestad, CPCU

friend of mine recently passed along
Athis story to me. Fact or fiction, it is an

entertaining piece that makes you
shake your head in disbelief or amusement.

A Charlotte, North Carolina man, having

purchased a case of very rare and very
expensive cigars, insured them against fire,
among other things. Within a month, having
smoked his entire stockpile of cigars, and
without having made even a single premium
payment on the policy, the man filed a claim
against the insurance company. In his claim,
the man stated the cigars were lost “in a
series of small fires.” The insurance company
refused to pay, citing the obvious reason that
the man had consumed the cigars in the nor-
mal fashion. The man sued and won. In
delivering the ruling, the judge, agreeing that
the claim was frivolous, stated nevertheless

that the man held a policy from the company
in which it had warranted that the cigars were
insurable, and also guaranteed that it would
insure against fire, without defining what it
considered to be “unacceptable fire,” and was
obligated to pay the claim. Rather than
endure a lengthy and costly appeal process,
the insurance company accepted the ruling
and paid the man $15,000 for the rare cigars
he lost in “the fires.”

And now, the rest of the story . . .

After the man cashed the check, the insur-
ance company had him arrested on 24 counts
of arson. With his own insurance claim and
testimony from the previous case being used
against him, the man was convicted of inten-
tionally burning his insured property, and
was sentenced to 24 months in jail and a
$24,000 fine. W

Financial $ervices Modernization:

The Impact of the Gramm-Leach-Bliley Act

Keep pace with the latest trend.

Introducing the CPCU Society’s newest publication

financial products to customers.

Pricing: $39 Members
$49 Nonmembers

Order Your Copy Today:

plus $4 shipping and handling

This book discusses how the Gramm-Leach-Bliley Act may impact the insurance industry.
Viewpoints differ on the impact of this legislation that allows banks and insurers to offer more varied

To provide broad perspectives, articles are written by experts from trade associations, insurers, banks,
educators, lawyers, economists, regulators, and consumer advocates. Topics include future distribution
systems, consumer protection and privacy issues, consolidations within the industry, and more.

Also included is the official congressional summary of this important financial modernization act.

Contact the Member Resource Center at (800) 932-2728, press option 4.

Personally Speaking




1999-2000
Personal Lines
Section Committee Members

Chairman

Clyde Clint Gillespie, CPCU

AAA Mid-Atlantic Ins. Co.

100 West Road, Suite 304

Towson, MD 21204

Phone: 410-821-3919 Fax: 410-821-3929
E-mail: cgille6345@aol.com

William T. Atkins, CPCU, CIC, ARM
CGU North Pacific Ins. Co.

PO Box 74

Portland, OR 97207-0074

Phone: 503-520-3243 Fax: 503-520-3421
E-mail: batkins@ CGUNP.com

Diane G. Baker, CPCU

Allstate Insurance Group

2775 Sanders Rd. Bldg. EIN
Northbrook, IL 60062

Phone: 847-402-7998 Fax: 847-326-7183
E-mail: dbak8@allstate.com

Charles A. Bryan, CPCU, CPA
Nationwide Insurance Company

One Nationwide Plaza 1-36-34
Columbus, OH 43215-2220

Phone: 614-249-0421 Fax: 614-677-5630
E-mail: bryancl@nationwide.com

Charles James Butler, Ph.D., CPCU
Keystone Insurance Company
Phone: 215-831-6721 Fax: 215-289-8637

Don L. Dudey, CPCU

Metlife Auto & Home

5801 Centennial Way EX23

Baltimore, MD 21209

Phone: 410-205-2539 Fax: 410-356-3713
E-mail: ddudey@qis.net

Kathleen M. Frenzel, CPCU

Insurance Overload

Phone: 215-521-7122 Fax: 215-521-7132
E-mail: KFrenzel@gateway.net

Dale Martin Halon, CPCU
ChoicePoint Inc.

3595 Canton Road A9

PMB 259

Marietta, GA 30066

Phone: 770-517-5978 Fax: 770-517-5874
E-mail: dale.halon@choicepointinc.com

Alton W. Jeffus I, CPCU

Farm Bureau Group of Iowa

5400 University Avenue

West Des Moines, IA 50266

Phone: 515-225-5679 Fax: 515-226-6566
E-mail: JJEFFUS@FBFS.COM

Eileen A. Lehman, CPCU

Response Insurance

Phone: 914-640-6545 Fax: 914-640-6575
E-mail: EileenLehman@Responselnsurance.com

Donald P. Roinestad, CPCU

Kemper Auto & Home Insurance Company
200 Washington Square

2570 Boulevard of the Generals
Norristown, PA 19403-3675

Phone: 610-290-8578 Fax 610-666-2883
E-mail: don.roinestad@ekemper.com

Kent W. Schaum, CPCU
Amica Mutual Insurance Company
Phone: 415-479-4740 Fax: 415-479-0695

Rudolph F. Trosin, CPCU
Old American Insurance Group
Home Phone: 972-618-4511

Susan Knowles Weber, CPCU
Fireman’s Fund Insurance Companies
Phone: 610-861-7133 Fax: 610-861-7110
E-mail: susan_k_weber@ffic.com

Liaisons:
Jobn J. Kelly, CPCU (Staff)
Connor M. Harrison, CPCU (AICPCU)
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Good News . . .

... the CPCU Society's Membership
Directory is now online!

To access this interactive directory,

simply

¢ visit the Society’s web site at
www.cpcusociety.org

* enter through “Member and Chapter
Services,” and

¢ follow instructions for “Membership
Online”

If you would like to receive a paper copy
of the directory, which includes a listing
of section members by individual
section, please contact the Member
Resource Center at (800) 932-2728.
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