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STATEMENT OF THE CASE AND FACTS 

Petitioner State Farm Fire and Casualty Company seeks review of a decision from the 

Third District Court of Appcals which the Third District certified to be in conflict with other Florida 

appellate decisions. Thc pcrtinent facts and history of the case which led to these proceedings are 

set forth bolow. 

Petitioner State Farm Fire and Casualty Company issued a homeowners policy to 

Respondents Eliccr and Hermid Licea with a policy period from July 19, 1992 through July 19, 1993. 

(A copy of the policy is attachcd to this brief as an appendix for case of reference),’ In August of 

1992, the Liceas’ home was damaged in hurricane Andrew. (R. 16,23), State Farm paid for repairs 

and replacement costs for various items and damages causcd by the hurricane,2 but the partics were 

unable to agree on the amount of loss sustained in connection with the roof of the Liceas’ home. 

(R. 16,23), 

The homeowners policy contains a clause which allows the parties to obtain a binding 

appraisal on the amount of loss if they are unable to agree on an amount between themselves. 

(R. 43; A.17). The clause provides as follows: 

Appraisal. If you and we fail to agree on the amount of hss, either 
one can demand that the amount of the loss be set by appraisal. If 
either makes a written demand for appraisal, each shall select a 
competent, independent appraiser. Each shall notify the other of the 
appraiser’s identity within 20 days of receipt of the written demand, 

All references to the record prepared by the Clerk of the Third District appear as follows: 
). All emphasis in this brief is added unless 

1 

(R. 
otherwise stated. 

) . References to the appendix appear as (A. 

It is undisputed between the parties that State Farm has already paid the Liceas over 2 

$180,000 for hurricane related losses and damages to the Liceas’ home and its contents. 

1 
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T h e  two appraiscrs shall then select a competent, impartial umpire. 
If the two appraisers are unable to agree upon an umpire within 15 
days, you or we can ask a judge of a coiirr of record in the state where 
the residence premises is located to select an umpire. The appraisers 
shall then set the amount of the loss. If thc appraisers submit a 
written report of an agreement to us, the amount agreed upon shall 
be the amount of the loss. If the appraisers fail to agree within a 
reasonable time, they shall submit their differences to thc umpire. 
Written agreement signed by any two of these three shall set the 
u w n t  of the loss. Each appraiser shall be paid by the party selecting 
that appraiser. Other expenses of the appraisal and the compensation 
of the umpirc shall be paid equally by you and us. 

(R. 43; A.17). 

On July 20,1993, Mr. Licea wrore to State Farm “in rcsponse to the appraisal process 

that has been prcsented to me as an option for sertling on this claim[.]” (R, 19). In his letter, Mr. 

Licea selected a certain roofing company as the appraiser for the Liceas, (R. 19). The  Liceas 

subsequently selected a different appraiser, and State Farm also sclected an appraiser. (R. 14, 54). 

T h e  appraisers were unable to agree on an umpire. (R. 16, 20, 24). Accordingly, 

pursuant to the terms of tlic appraisal clause, Statc Farm filed a motion in Dadc County circuit court 

asking a judge to appoint an umpire, (R. 15-21). 

Although the Liceas had already selected an appraiser, and although the appraisal 

process was already well underway - an umpire just needed to be selected - the Liceas answered 

the motion for appointment of an umpire by objecting to such an appointment, and by claiming that 

the appraisal clause was invalid. (R. 23-25), The Liceas also filed a ‘counterclaim’, alleging that 

State Farm had breached the insurance contract by not just rcplacing the Liceas’ roof without an 

appraisal and agreement as to the amount of loss. (R. 25-27). 

2 
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The trial court denied the motion for appointment of an umpire, apparently on thc 

basis of the Third District’s decision in American Reliance Insurance Co. v. The Village Hmncs at 

Counmy Walk, 632 So. 2d 106 (Fla. 3d DC A 1994), rev. denied, 640 So. 2d 1106 (Fla. 1994), which 

held a different appraisal clausc from a different casualty policy to be unenforceable for lack of 

mutuality. (R. 4’69-73). 

State Farm appealed, and a panel of the Third District issued the decision presently 

under rcview. State Fum Fire and Casualty Company v. Licea, 649 So. 2d 910 (Fla, 3d DCA 1995). 

(R 307-3 13). The Third District panel’s opinion began by reciting thc pertinent facts and by noting 

a belief that Americun Reliunce v. Country Walk was wrongly dccidcd: 

The Licead home sustained damage during hurricane Andrew. State 
Farm was their insurance carrier. A dispute over thc amount of 
damage arose. The Licea’s policy containcd an appraisal clause. 
Pursuant to that clause the parties each selected an appraiser but the 
appraisers could not agree on an umpire. State Farm moved for 
appointment of an umpire. At hearing on State Farm’s motion the 
Liceas argued that, based on this court’s holding in Americun Reliunce 
v. Country Walk, 632 So. 2d 106 (Fla, 3d DCA), rev. denied, 640 So. 
2d 1106 (Fla, 1994), the appraisal clausc lacked mutuality and thus 
was void. On the authority of this court’s decision in American 
Reliance PI. Country Walk the court denied Statc Farm’s motion. This 
appeal followed. 

This panel is of thc opinion that Judge Cope’s dissent in Americun 
Reliance v.  Country Wulk sets forth rhe correct rule of law, to wit: 
That by participating in an arbitration proceeding to determine thc 
amount of loss suffered by an insured the insurer is in no way 
deprived of the right to later contest the existence of insurancc 
coverage for that loss. 

649 So. 2d at 91 1. (R 307-308). The Third District then went on to cite numerous authorities from 

the United States Supreme Court, the Florida Supreme Court, and the Florida district courts of 

appeal which allow for - and, indeed, approve of - insurance contract clauses under which the 

3 
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parties agree to submit some issues (such as amount of loss) to arbitration or appraisal, even though 

questions of coverage remain as yucstions to be dctcrmined by the courts. 649 So. 2d at 911-912. 

(R. 308-3 11). On the basis of these numerous authorities, the Third District concluded its opinion 

in this case by stating: 

Accordingly, a request, addressed to the entire court, was made to set 
this matter for en bunc consideration so that [American Reliance v.] 
Country Walk could be revisited and possibly reccdcd from. That 
request was denied. Under the circumstances this pancl is compelled 
by the doctrine of sure decisis, to follow this court's earlier decision in 
[Amcricun Reliance v.]Councry Walk. 

649 So. Zd at 912. (R. 3 11). Although compelled to follow the American Reliance w. Country Walk 

decision of which it disapproved, the Third District panel concluded by certifying conflict to this 

Court: 

However, we do, pursuant to Article V Section 3(b)(3)(4) of the 
Florida Constitution and Rule 9.030(a) (2) (A) (iv) (vi) of the Florida 
Rules of Appellate Procedure, certify an express and direct conflict 
between our holding today and Montalvo v. Travelers, 643 So. 2d 648 
(Fla. 5th DCA 1994); J.J.F. off'ulm Beach v. State Farm, 634 So. 2d 
1089 (Fla. 4th DCA 1994); U.S.F.@G. v. Woolmd, 523 So. Zd 798 
(Fla. 1st DCA 1988); and Kenilevorth Insurance w. Druke, 396 So. 2d 
836 (Fla. 2d DCA 1981) as cited herein. 

The order under review is affirmed, the conflict certified. 

649 So, 2d at912. (R. 311-312). 

Petitioner State Farm thereupon filed a notice to invoke this Court's discretionary 

jurisdiction on the basis of the Third District's certification, and also on grounds that the decision 

expressly and directly conflicts with additional decisions of this Court and of other Florida district 

courts of appeal. (R. 317-318). This Court issued an order which postponed its decision on 

4 
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jurisdiction and directed the parties to serve their briefs on the merits (R. 319), and these 

proceedings ensued. 

SUMMARY OF ARGUMENT 

Appraisal clauscs in insurance policies provide a simple and efficient way for the 

parties to obtain a binding dctcrmination on what is often the only disputcd issuc between them - 

the amount of the loss, Appraisals - likened by Florida law to arbitrations - are favored as a 

matter of public policy because they reduce litigation. 

This Court has already determined - as has thc United States Supreme Court - 

that appraisal clauses in insurance policies are valid and enforceable. This Court has also already 

determined that appraisal clauses are not lacking in mutuality simply because thcy bind the parties 

only on the issue of the amount of the loss, leaving covcrage questions for determination by the 

courts. 

In direct conflict with this Court’s decision and numerous Florida district court 

dccisions, a panel of the Third District held in the American Reliunce Y. Country Wulk case that an 

appraisal clause is unenforceable on lack of mutuality grounds because the policy reserved coverage 

questions for dctcrmination by the courts. The panel in the instant case - unable to obtain en hunc 

rcconsideration of American Reliunce Y. Country Wulk - felt constrained to follow it under stare 

decisis principles, but also stated that it was a wrong decision and certified the conflict to this Court. 

We here respcctfully submit that this Court’s conflict jurisdiction should be exercised 

to reaffirm the validity and enforceability of appraisal clauses, There is every reason to adhere to the 

long-established law favoring appraisal as a rapid and efficient means for obtaining a mutually 

5 
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binding determination on the amount of an insurance loss. The American Reliance v. Country Walk 

decision is not only an abcrration, but it has no policy considerations to commend it. The decision 

will only generate completely unnecessary litigation as long as it is allowed to stand, 

American Reliance v. Country Walk should be overruled and this case reversed 

precisely as the Third District panel has indicated the result should be in certifying the conflict to 

this Court. 

6 
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ARGUMENT 

A. ARGUMENT ON THE MERITS 

1, Appraisal clauses and their long history of court approval 

At issue in this case is the validity of an appraisal clause in an insurance policy. The 

clause simply provides a incans for the insured and the insurance company to get a binding 

determination as to the ainount of a loss when they are unable to agree on the amount themselves 

without the necessity of undergoing the expense and delay of litigating thc issue within thc court 

system. 

The mechanics of the appraisal clause arc quite straightforward. Each party selects 

an independent appraiser, and the two appraisers then sclcct an umpire. If the appraisers cannot 

agree upon an umpirc, then the insurcd or the insurance company can ask a judgc to select an 

umpire. The appraisers then set the amount of the loss. If they agrec “the amount agreed upon shall 

bc the amount of the loss.” (R, 43; A.17). If the appraisers fail to agree, they are to submit their 

differences to the umpire, and “written agreement signed by any two of these three shall set the 

amount of the loss.” (R. 43; A. 17). 

Appraisal clauses similar to that contained in the State Farm policy here haw been 

used throughout thc insurance industry - and approved by the courts - for over 100 years. As 

thc United States Supreme Court stated over a century ago: 

Such a stipulation, not ousting the jurisdiction of the Courts, but 
leaving the general question of liability to be judicially determined, 
and simply pouiding a reasonable method of estimating and 
ascertaining the amount of the loss is unquestionably valid, according 
to thc uniform currcnt of authority in England and in this Country. 

7 
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Hamilton v. Liverpool B London Globe Insurance Co., 

419 (1890). The Supreme Court similarly stated in 

136 US.  242,255, 10 S,Ct, 945,949,34 L.Ed. 

another decision issued the same year: 

A provision in a contract for the payment of money upon a 
contingency that the amount to be paid shall bc submitted to 
arbitrators, whose award shall be final as to that amount, but shall not 
determine the general question of liability, is undoubtedly valid. 

H~lmilton v. Hme Insurance Co., 137 US.  370,385, 11 SCt. 133, 138,34 L,Ed. 708 (1890). Or, as 

this Court put it in a dccision issued during that same time period: 

Ever since the decision in 1853 in the HOUSE OF LORDS BY 
COLERIDGE J. of Awry v. Scott, 8 Exch. 499, it has been uniformly 
held in England and in this country that provisions like this in a 
policy of insurance for the ascertainment and settlement of the 
amount of loss or damage by submission to arbitrators are proper, 
legal, and binding on the parties[.] 

Hanover Fire Insurmce Co. v. Lewis, 10 So, 297, 302 (Fla. 1891). 

These appraisal clauses are favored in the law because they provide the parties with 

a swift and practical means for obtaining a binding determination of the amount of a loss, which is 

oftcn thc only matter of disagreemcnt bctween them. 

[W]e share in the common knowledge that the amount of loss is a 
fruitful and often the only subject of controversy between insured and 
insurer; that speedy determination of the policy liability such as may 
be secured by arbitration of this issue is a matter of wide concern 
[cites omitted]; that, in the uppraisal of the loss by arbitration, expert 
knowledge and prompt insDection of the damaged propee may be 
availed of to an extent not ordinarily possible in the course of the 
more deliberate processes of a judicial proceeding. 

Hurdwure Dealers’ Mutual Fire lnsurunce Co. w. Glidden Co., 284 U.S. 151, 159, 52 SCt.  69, 71 

(193 1). As a leading insurance commcntator noted: “Generally policy provisions requiring 
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arbitration or appraisal of a loss are valid and binding on the parties. Such provisions are upheld on 

grounds of sound public policy, since they tend to fair dealing and the prevention of litigation.” 

6 APPLEMAN INSURANCE LAW AND PRACTICE $392 I, pp. 5 11-5 12. 

Florida courts have cquatcd appraisal clauses like that involved in the State Farm 

policy here with arbitration clauses, see, e.g., Intrucoclstul Ventures Corp v. Safeco Insurance Co. of 

America, 540 So. 2d 162 (Fla. 4th DCA 1989); U.S. Fire Insurance Co. v. Franko, 443 So, 2d 170 

(Fla. 1st DCA 1983), and have therefore approved enforcement of such clauses as being in keeping 

with Florida’s public policy which favors arbitration as an alternative to litigation. Intracoastul, supra, 

“The courts favor arbitration to expedite claims and reduce litigation.” Midwest Mutual Insurance 

Co. v. Santiestehan, 287 So. 2d 665,667 (Fla. 1973). 

The only concern initially expressed by some courts over these appraisal clauses was 

whether they might be dccmcd an infringement upon litigants’ rights to a jury trial or might bc 

considered an ouster of the courts’ jurisdiction. However, the United States Supreme Court has 

rejected that concern given public policy considerations which encourage parties to agree to 

arbitration and appraisal, See, e.g,, Hardware Dealers’ Mutual Fire Insurance Co. v. Glidden, Co., 284 

U.S. 151, 52 SCt .  69, 76 L,Ed. 214(1931). This Court also held that appraisal clauses “do not fall 

within that class of arbitraments that undertake to oust the courts of their jurisdiction, and that arc 

therefore obnoxious to thc law.” Hunover Fire Insurance Co. v. Lewis, supra, 10 So. at 302, See also, 

e.g., 14 COUCH ON INSURANCE 850.30 (“With respect to constitutionality, no provisions of federal 

or state constitutions are violated by provisions of standard or other insurance policies for arbitration 

or appraisal as to the amount of the loss in case of disagreement between thc parties,”). 
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In short, appraisal clauses in insurance policies have long been a functional - and 

judicially sanctioned - mcchanism for resolving disagreemcnts between insured and insurer over 

the amount of a given loss. As recognized by the authorities cited above, thc amount of loss is often 

thc only disputed issue between the parties, so the appraisal clause provides a quick and efficient 

means for dispute resolution which can avoid all litigation between the partics. 

2. The anomalous Third District decision in American Reliance PI. Country Walk 

Against this general - and uniform - backdrop of approval for the smoothly- 

working dispute-resolution mechanism set up by appraisal clauses, the Florida Third District Court 

of Appeals’ decision in American Reliance w. Country Walk stands as a complete anomaly. As set 

forth above, the Third District panel which decidcd the instant case, clearly felt - and stated- that 

the American Reliance v. Country Walk decision is wrong and that it conflicts with all of the other 

applicable law. The Third District accordingly certificd the issue to this Court. 

The question presented is whethcr the conflict should be resolved in favor of the 

established law of this Court and the other courts of this state or in favor of the panel’s decision in 

American Reliance v. Country Walk, (Cope, J. dissenting). We turn then to the rationalc of the 

American Reliance v. Country Walk decision for purposes of comparing it with the basis of the 

established law with which it conflicts. 

Thc Third District majority panel in American Reliance v. Country Walk held that an 

appraisal clause was unenforccable because the clause lacked ‘mutuality of obligation’. 632 So. 2d 

at 108. This conclusion was based on the fact that, under the policy’s terms, the appraisers’ 

10 
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determination of the amount of loss would be binding only on that issue, and would not affect the 

insurer’s right to deny the claim: 

Appraisal provisions in insurancc policies may be construed as 
agreements to arbitrate. [cites omitted]. Here, however, the insurer’s 
reservation of its right to deny the claim destroys mutuality of 
obligation, is incompatible with the goals of arbitration, and renders 
illusory any purported agreement to submit to binding arbitration. 

632 So, 2d at 107-10K3 However, as Judge Cope pointed out in the dissent, the fact that the policy 

reserved the right to dcny a claim notwithstanding appraisal was intended‘to state, quite simply, that 

if the insured requests an appraisal and the insurer proceeds with the appraisal process, the insurer 

has not: thereby abandoned any coverage defenses which may be available to it,” 632 So. 2d at 108, 

3. General insurance cases with which this case and American Reliance pt, Country 
Wulk conflict 

Judgc Cope’s dissent in Amcricun Reliance v. Country Walk reflects the many years of 

established Florida insurance law with which the Americun Reliance v. Country Wulk majority opinion 

We note that the American Reliunce v. Country Walk appraisal clause contains a final 
sentence - not present in the State Farm policy at issuc here - which states “If there is an 
appraisal, we will still retain our right to deny the claim.” 632 So. 2d at 107. As indicated in text 
above, Judge Cope pointed otit in the dissent that this language merely stands for the commonplace 
proposition - reflected in the general case law of Florida cited in this brief - that agreements to 
arbitrate some portions of an insurance dispute do not mean that coverage issues are to be arbitrated 
or waived, sincc coverage questions arc for the courts. State Farm’s policy has a provision in the 
general conditions section of tho policy that: “Our request for an appraisal or examination shall not 
waive any of our rights.” (R. 49; A.23). Insofar as the Amcrican Reliance v. Count? Walk and State 
Farm clauscs simply have the effect of reserving coverage issues and defenses for court determination 
they are similar in intent, are in accord with Florida law, and should not be held to destroy mutuality 
of obligation as argucd in text. If the wording and placement of thc American Reliance v. Country 
Walk “retain our right to deny the claim” scntence is deemed to indicate an intent not to be bound 
by the appraisers’ determination as to amount of loss, we note only that the State Farm policy 
language is different, so construction of the Americun Reliance v .  Country Wulk policy should not 
govern here. 

3 
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others. Roe v. Arnica Mutual Insurmce Co., 533 So. 2d 279 (Fla, 1988); Midwest Mutual Insurance 

Co. v. Santiesteban, 287 So. 2d 665 (Fla, 1973); Hanover Fire Insurance Co. v. Lewis, 10 So. 297 (Fla. 

1891); Allstate Imurunce Co. v. Runasruk, 561 So. 2d 465 (Fla. 4th DCA 1990). 

A perfect example of insurancc contracts which validly agree to submit some -but 

not all - issues to arbitration is found in uninsured motorist policies. There is a large and 

completely uniform body of Florida law holding that uninsurcd motorist policy provisions requiring 

arbitration on the issues of thc liability of the uninsured tortfeasor and damages are binding, 

notwithstanding the fact that the issue of covcrage remains one for determination by the courts. See, 

c.g., Meade v. Lumberman’s Mutual Casualty Co., 423 So. 2d 908 (Fla. 1982); Montulvo v. Travelers 

Indemnity Co., 643 So. 2d 648 (Fla. 5th DCA 1994); State Farm Fire €3 Cusuulty Co, v. Wingate, 604 

So. 2d 578 (Fla. 4th DCA 1992); United States Fidelity and Guarantee Co. v. Woolard, 523 So. 2d 798 

(Fla. 1st DCA 1988); Allstute Insurance Co. v. Candreva, 497 So. 2d 980 (Fla, 4th DCA 1986); 

Nationwide Insurance Co, v, Cooperstock, 472 So. 2d 547 (Fla. 4th DCA 1985); Kenilworth Insurance 

Co. v. Drake, 396 So. 2d 836 (Fla. 2d DCA 1981).4 These decisions from the Florida courts in 

m e  Third District case law has always been in complete keeping with the rest of Florida law 
on this principle, which makes the American Reliance v. Country Walk decision all the inore 
inexplicable. See, e.g., Criterion Insurmce Co. v. Amudor, 479 So* 2d 300 (Fla. 3d DCA 1985); 
Brudley v. Government Employees Insurance Co., 460 So, 2d 981 (Fla. 3d DCA 1984); Bruno v. 
Travelers Insurunce Co,, 386 So. 2d 251 (Fla. 3d DCA 1980); Vigilant Insurance Co. v. Kelps, 372 So. 
2d 207 (Fla. 3d DCA 1979); Travelers Insurance Co. v. h e ,  358 So. 2d 88 (Fla. 3d DCA 1978); Aetnu 
Casualty €4 Surety Co. v. Goldman, 346 So. 2d 111 (Fla. 3d DCA 1977); Government Employees 
Insurunce CO. v. Mirth, 333 So. 2d 545 (Fla. 3d DCA 1976); Huyston Insurance CO. v. Allstate 
Imurme Co., 290 So. 2d 67 (Fla. 3d DCA 1974); Americun Fidelity Fire Insurance Co. v. Richardson, 
189 So. 2d 486 (Fla. 3d DCA 1966), cert. denied, 200 So. Zd 814 (Fla. 1967); Cruger v. Allstate 
Insurance Co., 162 So. 2d 690 (Fla. 3d DCA 1964). In Richardson, for examplc, the Third District 
had no problem whatsoever with the proposition that the arbitrators’ award was binding only as to 

12 
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uninsured motorist cases clearly had already dccided the question presented in American Reliance, 

i.e., whether certain issucs may validly be sent to binding arbitration while covcragc dctcrminations 

are reserved for the courts. The citcd decisions clearly answer the question in the affirmativc, hence 

the obvious confict created by the American Reliance negative answer which conflict has been 

certified by the Third District here. 

4. This Court’s controlling Hanover Fire decision, with which the Third District is 
also in conflict 

Most significantly, however, this Court has already decided precisely this issue, not 

just in the context of an uninsurcd motorist arbitration clause, but spccifically in the context of an 

appraisal clause. Hanover Fire lnsurunce Co. v .  Lewis, supra. In Hunover, this Court held that a 

provision for appraisal as to the amount of loss was binding, enforceable, and not lacking in mutuality 

of obligation despite the fact that the policy reservcd the question of coverage from thc arbitrators: 

[Nleither was the agreement to submit such special question [i.e. the 
amount of the loss] to arbitrution a unilateral undertaking binding 
only on one of the parties thereto; because, upon the face of that 
covenant, in the policy sucd upon that makes provisions for the 
appraisement of the amount of thc loss and also in the suhsequcnt 
agreement of submitting said special question to two builders, it is 
expressly stipulated that the findings of such arbitrators us to the 
amount of the ddrnage should be binding on both parties, Hence, if, 
after ascertainment of the amount of the loss, it should be found that 
the insurers were legally liable for such toss, they at  once became 
bound for the ‘timount” uscertained an awarded by such arbitrators. 

the extent of thc damages incurred by thc insured, but not on thc issue of the insurer’s liability for 
the loss which was an issue to bc determined by the court. 189 So. 2d at 489. This is precisely the 
point which the Americun Reliance v. Country Walk majority decided indicated some fatal lack of 
“mutuality of obligation”. Again, the Americun Reliance v. Country Walk majority opinion is plainly 
wrong, which is why the Third District pancl in the instant case seeks its reversal. 
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Both in the policy and in the subsequent submission to the appraisors 
the liability of the insurers was expressly excepted and reserved from 
thc consideration of said arbitrators. The nuked question submitted to 
them was: What is the amount of the damage here? Whether the 
insurers were legally liable, or obligated to pay that loss, was not 
submitted to them, and did not enter into their sphere of inquiry, nor 
into their award, and depended on the settlement of divers othcr 
indepcndcnt circuinstances and conditions gRoeing out of thc 
contract between the parties. 

10 So. at 303. 

As the opinion indicates, this Court in deciding Hurtover concluded that appraisal 

clauses arc not lacking in mutuality of obligation because of the fact that they are binding only as 

to the amount of thc loss and not as to thc insurer’s liability for coverage. Both parties are bound 

by the appraisers’ conclusion as to the amount of the loss, and that is sufficient mutuality. The fact 

that other issucs have been left for resolution outside the appraisal forum does not affect the 

mutually binding nature of the appraisal process itself. As one of the leading insurance 

commentators has put it: 

Ordinarily no question arises as to the consideration by one party for 
the obligation of the other to submit to an arbitration or appraisal, for 
the reason that both the insurer and the insured have given up a right 
to have the question determincd by a court of law and the promise of 
cach to do so is supported by the consideration of the promise of thc 
other to follow suit. 

14 COUCH ON INSURANCE 550.23. 

5 ,  The conflict should be resolved in favor of established law 

The appraisal clause involved in this case, if invoked by either of the partics, simply 

required them to obtain a binding dctcrmination of the amount of loss through a specified - and 

14 
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very simple - appraisal process. The fact that the appraisal clause was binding upon both of the 

parties, but only as to a specific issue - the amount of loss - in no way rcndered the clause 

unenforceable or lacking in mutuality under established law sct by this Court. As indicatcd above, 

this Court has held (1) that parties may select certain issues and not others to submit to arbitration, 

in which case the award will be binding only as to the issues submitted, Roe v. Arnica Mutual 

Insurunce Co., 533 So. 2d 279, 280 (Fla. 1988); and (2) that provisions in insurance policies may 

enforceably require the parties to submit some issues to arbitration or appraisal while reserving the 

question of coverage for the courts. M e d e  v. Lumberman’s Mutual Casualty Co., 423 So. 2d 908 (Fla. 

1982); Hanover Fire Insurunce Co. o. Lewis, 10 So. 297 (Fla. 1891). 

The Third District’s decision in this case - and thc American Reliance v. Country 

Wulk decisinn which it felt compelled to follow - arc in conflict with this Court’s decisions and the 

other decisions identified in this brief because they hold that the parties may not enforceably agree 

to submit one issue - i.e., thc amount of loss - to the appraisal/arhitration process and leave the 

question of coverage for the courts. 

The conflict should be resolved in favor of the scttled law established by this Court 

and the other Florida dccisions cited herein rather than in favor of the anomaly created by American 

Reliunce v. Country Walk. Not only is this anomaly at odds with the rest of Florida law, but it makes 

no sense. It is a perfectly good idea for parties to agree to use efficient, extra-judicial means for 

resolving some of the issues between them, such as the amount of loss. Again, the amount of the 

loss is oftcn the only issue to be resolved so litigation can be avoided altogether. 

Even wherc there are coverage questions, the value of the appraisal process remains 

undiminished as to the issue within its ambit. The amount of the loss is quickly resolved by experts, 

15 
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leaving only questions of coverage for the courts. Requiring the parties - simply becausc there rnuy 

be coverage questions which they may or may not ultimately pursuc - to go through the 

cumbcrsomc and expensive process of selecting experts, having them deposed, and having them 

present their opinions a t  a bench or jury trial, with the potential for motions for new trial, appeals, 

ctc. is of no valuc to anyone involved in the process. Neither insurers nor insureds stand to benefit: 

from law holding that appraisal clauses are unenforceable, The only possible result of allowing such 

law to stand on the books is to generate more litigation, more expense, and more delay for all 

involved. 

Hurricane Andrew is apt illustration of the potential for massive clogging of the 

courts - with concomitant expense and delay for all involved - if appraisal clauses are invalidated. 

Hundreds of thousands of homes and properties sustained damage in the hurricane, thereby 

generating hundreds of thousands of insurance claims. Under American Reliance, the courts could 

have been called upon to litigate the loss valuations in each and every one of those insurance claims 

- presumably with the property damage unrepaired pending the outcome. Clearly, the binding 

appraisal process was - and is - much the better dispute resolution mechanism. 

This state has made it very clcar that arbitration is a favored means for dispute 

resolution, see, e.g., Roe v .  Arnica Mutual Insurance Co., 533 So. 2d 279 (Fla. 1988); Midwest Mutuul 

Insurance Co. v .  Suntiestebun, 287 So. 2d 665 (Fla. 1973); $682.02, Fla. Stat., and that all doubts 

should be rcsolved in favor of arbitration. See, e.g., Ronbeck Construction Co., Inc. v. Suvunnu Club 

Curp., 592 So. 2d 344 (Fla. 4th DCA 1992). The Third District’s decision here, following American 

Reliance v .  Country Wulk, directly contravenes the Florida public policy favoring arbitration, and it 

should be reversed prcciscly as the Third District panel believed it should. 

16 



~ 

I 
I 

~ 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 

f .  

B. JURISDICTION 

This Court clcarly has a basis for exercise of its discretionary jurisdiction because of 

thc conflicts certified in the Third District’s opinion. Othcr Florida cases which expressly and 

directly conflict with the Third District’s decision have also been identified in the preceding section 

of this hricf. 

Petitioner here respectfully urges that this Court has not only a basis for exercise of 

jurisdiction, but also that the qucstion presented is one of significant public concern such that 

resolution of the conflict by this Court would be of public benefit. Before the Third District’s 

decision in American Reliance v. Country Walk, Florida law was uniform in allowing insureds and their 

insurance companies to resort to arhitrarion and appraisal on certain issues which regularly arise 

between them for inore rapid, efficient, and incxpcnsive means of resolution than the courts have 

to offer, 

The law sct by Third District in this case and in American Reliance v. Country Walk 

has now cast doubt upon the enforceability of these - clearly iiiutually beneficial - clauses.’ The 

reasoning in the American Reliunce v. Country Walk case is so broadly stated that it appears to apply 

American Reliance v. Country Walk is already generating unnecessary litigation. Three 
subsequent p a d s  in the Third District - in addition to the panel in this case - felt constrained 
by American Reliance v. Country Walk to disregard appraisal clauses and order the parties to procccd 
to litigation. Americun Reliance Insurance Co. v. Mundy &’ Landsman, M.D., P.A., 644 So. 2d 1037 
(Fla. 3d DCA 1994); Cubles Court Professional Centre, Inc. v. Merrimack Mutual Fire Insurance Co.,, 
642 So. 2d 74 (Fla. 3d DCA 1994); Americun Reliance Insurance Co. v. E l m  at Calusa Condominium 
I Association, Inc., 640 So. 2d 1172 (Fla, 3d DCA 1994). Notably, however, there arc other 
subsequent decisions in thc Third District which - appropriately - continue to favor the 
enforceability of appraisal provisions. See State Farm Fire @ Cawlty Co. v. Middleton, 20 
Fla.L.Weekly D99 (Fla. 3d DCA decision datcd Jan, 4, 1995); Preferred Mutual Insurance Co. v. 
Martinez, 643 So. 2d 1101 (Fla. 3d DCA 1994). 

5 
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to all clauses in insurance policies mutually obligating the partics to rcsolve some of their issues by 

arbitration - including arbitration clauses in the uninsured motorist policies which abound in this 

state, There is neither any legally sound reason nor any public policy basis for creating law which 

discourages people from agrccing to arbitrate as many of their disputes as they are legally permitted. 

Petitioner thus rcspcctfully submits that this Court should exercise its discretionary jurisdiction, 

reverse the Third District’s decision in this case, and overrule the American Reliance 91. Country Wulk 

decision on which it was based. 

CONCLUSION 

Based on the foregoing facts and authorities, Petitioner State Farm Fire and Casiualty 

Company rcspectf~ully submits that this Court should exercise its discretionary jurisdiction in this 

cause and should reverse the decision of the Florida Third District Court of Appeals and the 

American Reliance v. Country Wulk decision upon which it was bascd. 

Respectfully submitted, 

LINWOOD ANDERSON, ESQUIRE 
Law Offices of Charlton Lee Hunter 
150 Southeast Second Avenue 
Suite 1200 
Miami, Florida 33 13 1 

-and- 
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RUSSO 6? TALISMAN, P.A. 
Suite 2001, Terremark Centre 
2601 South Bayshore Drive 
Miami, Florida 33 133 
Telephone (305) 859-8 100 

Attorneys for Petitioner 

By: G L b F - L k R w n  0 
ELIZAB~TH K. RUSSO 
Florida Bar No. 260657 

CERTIFICATE OF SERVICE 

WE HEREBY CERTIFY that a true and correct copy of Petitioner's Amended Initial 

Brief on thc Mcrits" was mailcd this 29th day of August, 1995 to: HAL VOGEL, ESQUIRE, 20801 

Biscayne Boulevard, Suite 454, Avtntura, Florida 33 180 and BARRY FINKEL, ESQUIRE, Frankel 

& Finkel, P.A., 404 East Atlantic Boulcvard, Pompano Beach, Florida 33060. 

*Petition P I S  Tntial Brief on th Merits was originally filed on April 4, 1995, This Amended Initial 
Brief on the Merits is identical to the original except that accurate record page references have been 
substituted for incorrectly numbered references in the original. 
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COV. SUMMARY D/L 0 8 / 2 4 / 9 2  
I 

I**"*."<, 

Policy !lumber DECLARATIONS PAGE 
7 9 7N7t.7552-7 

I L~~ FARM FIRE AND CASUALTS' OMPANY 
7401' ,JPRESS GRDNS BLVD, WINTER ,,nVEN FL 33888-0007 " '* 

A STOCK COMPANY WITH HOME OFFICES IN BLOOMINGTON, ILLINOIS 
17. 

11 LOAN #0310279203 
I 13 NAMED INSURED MORTGAGEE 

9 0303-28 GMkC MORTGAGE CORP OF IOWA 
LICEA,  ELICER k b HERMID M 
8010 LOS PINOS BLVD CORAL GABLES FL 33143-6455 WATERLOO Ik 50504-0780 

ITS SUCCESSORS AND/OR ASSIGNS 
P 0 BOX 780 

HOMEOWNERS POLICY - EXTRA FORM 5 
AUTOMATIC RENEWAL If the POLICY PERIOD is shown as 12 months, this policy will be renewed automatically sub- 
ject to the premiums, rules and forms in effect for each succeeding policy period. If this policy is terminated, we will 
give you and the Mortgagee/Lienholder written notice in compliance with the policy provisions or as required by law. 
POLICY PERIOD: EFFECTIVE DATE: 07/19/92 STANDARD TIME AT THE RESIDENCE PREMISES 

LOCATION OF PREMISES 2ND MORTGAGEE 

12 MONTHS THE POLICY PERIOD BEGINS AND ENDS hT 12:01 AM 
EXPIRATION DATE: 07/19/93 - 

LOAN #10160104064 
UNIVERSAL NATIONAL BANK 
17701 BISCAYNE BLVD 
N MIAMI BEACH FL 33160-4813 

SAME kS MAILING ADDRESS 

HOMEOWNERS POLICY - EXTRA FORM 5 
.. .. . AUTOMATIC REPFWAI If t h e  POLICY PER licy will be renewed automatically sub- 

If +hi< nnlicv is terminated, we will 
nr ss reauired bv law. 

7 -  - POLICY PERIOD: 12 MON'I'HS ' L i i ~  rubiLL r u L u . . v u  YYVC-.L .__._ 12:Ol'AM 
EFFECTIVE DATE: 07/19/92 STANDARD TIME AT THE RESIDENCE-PREMISES 
EXPIRPTTnN nATE: 07/19/93 z 

LOCATION OF PREMISES LVnLY * L V  L u u A v v v -I 

2ND MORTGAGEE 
UNIVERSAL NATIONAL BANK 
17701 BISCAYNE BLVD 
N MIAMI BEACH FL 33160-4813 

ZONE: 06 CONSTRUCTION: MkSONRY FIRE PROTECTION CLASS: 1 

COVERAGES & PROPERTY LIMITS OF INFLATION COVERAGE INDEX: 115.3 
LIABILITY 

SECTION I DEDUCTIBLES - SECTION I k DWELLING 509500 ALL LOSSES $ 1000 

B PERSONAL PROPERTY C LOSS OF USE ACTUAL LOSS 

L PERSONkL LIABILITY $ 300000 WILL BE DEDUCTED FROM THE AMOUN' 
(EACH OCCURRENCE) OF THE LOSS. OTHER DEDUCTIBLES 
DkMkGE TO PROPERTY OF OTHERS 
(EACH PERSON 1 

DWELLING EXTENSION 

SUSTAINED IN CASE OF LOSS UNDER THIS 
POLICY, THE DEDUCTIBLES WILL 
BE APPLIED PER OCCURRENCE AND SECTION I1 

500  mY APPLY - REFER TO POLICY. 8 5000  - M MEDICAL PAYMENTS TO OTHERS 

FORMS, OPTIONS, & ENDORSEMENTS POLICY PREMIUM $ 1823.00 
EXTRA FORM 5 AMENDATORY ENDORSEMENT FE-7210.4 DISCOUNT APPLIED: 
JEWELRY AND FURS $2500  EACH kRTICLE/$5000 AGGREGATE OPTION JF 

FP -7 9 2 5 

HOME ALERT 

APR 2G 1994 
. * ' - .  . .- 

OTHER LIMITS AND EXCLUSIONS MAY APPLY - REFER TO YOUR FOLICY 
19 PREPARED BY FK COUNTERSIGNED 

0 4/19/9 4 BY hGENl 
RICHARD B BERNDT 30 5 -6 61-421: 

YOUR POLICY CONSISTS OF THIS PAGE, ANY ENDORSEMENTS 

A. I 
AND THE POLICY FORM. PLEASE KEEP THESE TOGETHER. 

- .  
- ,i. 

sypearso

sypearso

sypearso



I .  

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I ,  

FE-7210.4 
(4191) 

AMENDATORY ENDORSEMENT 
(Florida) 

SECTION I - COVERAGES 
COVERAGE B -PERSONAL PROPERTY 

Property Not Covered, the following is added: 
We do not cover 'mopeds' or similar motorized bicycles of any 
horsepower. 

COVERAGE A DWELLING and COVERAGE B - PERSONAL 
PROPERTY, the following is added: 

We insure for accidental direct physical loss to property described 
in Coverages A and B caused by sinkhole collapse, meaning 
sudden settlement or collapse of the earth resulting from subter- 
ranean voids created by the action of water on limestone or similar 
rock formations. We do not insure against loss caused by abandon- 
ment of the property covered. 

SECTION I - LOSSES INSURED 

SECTION I - LOSSES NOT INSURED 

The reference to 'sinkhole" is deleted from Earth Movement 

Suit Agalnst Us, reference to 'one year' is changed to "five years". 
Loss Payment is replaced with the following: 

SECTION I - CONDITIONS 

Loss Payment. We will adjust all losses with you. We will pay you 
unless m e  other p e r m  is namedin the policy or is legally entitled 
to receive payment. Loss will k payable: 
a, 20 daysafterwe receive yourproof of loss and reach agreement 

with you: or 

b. 60 days after we receive your proof of loss and: 

(1) there is an entry of a final judgment; or 

(2) there is a filing of an appraisal ward with us. 
SECTION I AND SECTION I1 - CONDITIONS 

Cancellation, items b.(2), (3) and (4) are reglaced with the following: 

(2) When this policy has been in effect for less than 90 days and 
isnotarenewalwithus,wemaycancelforanyreason.Wemay 
cancel, for any reason other thcn nonpayment of premium, by 
notifying you at least 20 days before the date mncellation takes 
effect. If we cancel kcause you have not paid the premium, 
we will nob'fy you at least 10 days before the date cancellation 
takes effect. 

(3) When this policy has been in effect for 90 days or more, or at 
any time if it is a renewal with us, we may cancel if there has 
been a: 

(a) material misstatement: 
(b) failure to comply with underwriting requirements estab- 

lished by us within 90 days of the date this coverage takes 
effect; 

(c) substantial change in the risk covered by this plicy; O r  

(d) cancellation by us of all pokies for a given class of in- 

We may cancel this policy by notifying you at least 45 days 
before the date cancellation Ekes effect. 

sureds. 

(CONTINUED ON REVERSE SIDE) 
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HOMEOWNERS POLICY - EXTRA FORM 5 
DECLARATIONS CONTINUED 

We agree to provide the insurance described in this policy: 3. we insure you on the basis your statements are true; and 

1, btsed on your payment of premium for the coverages you 

2. based on your compliance with all applicable provisions 

3. in reliance on your statements in these Declarations. 

4. this policy contains all of the agreements between YOU 

Unless otherwise indicated in the application, YOU state that 
during the three years preceding the time of your application 
for this insurance your Loss tiistory and Insurance History 
are as follows: 

1. Loss History: you and the members of your household 
have not had any insured losses, whether paid or not, 
that would have been covered under the terms of this or 

2. Insurance History: no insurme company has cancelled 
or refused to renew your homeowners or fire insurance. 

2. "business" means a trade, profession or occupation. 
This includes farming. 

3. "Declarations" means the policy Declarations, any 
amended Declarations, the most recent renewal notice 
or certificate, an Evidence of Insurance form or any 
endorsement changing any of these. 

4, "insured" means you and! if residents of your household: 

chose; 

of this policy; and 

and us and any of our agents. 

You agree, by acceptance of this policy, that: 

1. you will pay premiums when due and comply with the  

2. the statements in these Declarations are your state- 
provisions of the policy; a similar policy; and {:? 

4- 

ments and are true; 
D EFlNITlO NS 

"You" and "your" mean the "named insured" shown in the 
Declarations. Your spouse is included if a resident of your 
household. "We", l'us'l and "our" mean the Company shown 
in the Declarations. 

Certain words and phrases are defined as follows: 

1. "bodily injury" means physical injury, sickness, or dis- 
ease to a person. This includes required care, loss of 
services and death resulting therefrom. 

Bodily injury does not include: a. your relatives; and 

b. any other person under the age of 21 who is in;' ~ a. any of the following which are communicable: dis- ItJ care of a person described above. ease, bacteria, parasite, virus, or other organism, any 
of which are transmitted by any insured to any other 
person; Under Section I I ,  "insured" also means: 

b. the exposure to any such disease, bacteria, parasite, 
virus, or other organism by any insured to any other 
person; or 

c. emotional distress, mental anguish, humiliation, 
mental distress, mental injury, or any similar injury 
unless it arises out of actual physical injury to some 
person, 

c. with respect to animals or watercraft to which this 
policy applies, the person or organization legally 
responsible for them. However, the animal or 
watercraft must be owned by you or a person in- 
cluded in 4.a. or 4.b. A person or organization using 
or having custody of these animals or watercraft in 
the course of a business, or without permission of 
the owner, is not an insured; and 

FP-7925 
( 1  a g o )  
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d. with respect to any vehicle to which.this policy'ap- 
. plies, any person while engaged in your employment 

or the employment of a person included in 4.a. Or4.b. 
. -. 5. "insured location" means: 

a. the residence premises; . 

b. the part of any other premises, other structures and 
grounds used by you as a residence. This includes 
premises, structures and grounds you acquire while 
this policy is in effect for your use as a residence; 

c. any premises used by you in connection with the 
premises included in 5.a. or 5.b.; 

.. d. any part of a premises not owned by an insured but 
where an insured is temporarily residing; 

e. vicant land owned by or rented to an insured. This 
does not include farm land; 

f. land owned by or rented to an insured on which a 
one or hvo family dwelling is being constructed as a 
residence for an insured; 

g. individual or family cemetery plots or burial vaults of 
an insured; 

h. any part of a premises occasionally rented to an 
insured for other than business purposes; and 

i. 500 acres or less of farm land (without buildings) 
rented to others. 

6. "motor vehicle", when used in Section I I  of this policy, 

,j 

means: 
!a. a motorized landvehicle designed for travel on public 

roads or subject to motor vehicle registration. A 
motorized land vehicle in dead storage on an insured 
location is not a motor vehicle; 

b. a trailer or semi-trailer designed for travel on public 
roads and subject to motor vehicle registration. A 
boat, camp, home or utility trailer not being towed by 
or carried on a vehicle included in 6.a. is not a motor 
vehicle; 

. '. 
' c. a motorized golf cart, snowmobile, or other motorized 

land vehicle owned by an insured and designed for 
recreational use off public roads, while off an insured 
location. A motorized golf cart while used for golfing 
purposes is not a motor vehicle; 

. d. a motorized bicycle, tricycle or similar type of equip- 
ment owned by an insured while off an insured 
location; and 

e. any vehicle while being towed by or carried on a 
vehicle included in 6.2.,6.b., 6.c. or 6.d. 

7. "occurrence", when used in Section II of this policy, 
means an accident, including exposure to conditions, 
which results in: 
2, bodily injury; or 
b. property damage; 

during the policy period. Repeated or continuous ex- 
posure to the same general conditions is considered to 
be one occurrence. 

8. "property damage" means physical damage to or 
destruction of tangible property, including loss of use of 
this property. Theft or conversion of property by an in- 
sured is not property damage. 

9. "residence employee" means an empioyee of an in- 
sured who performs duties, including household or 
domestic services, in connection with the maintenam 
or use of the residence premises. This includes 
employees who perform similar duties elsewhere for you 
This does not include employees while performing dutie: 
in connection with the business of an insured. 

10. "residence premises" means: 

a. the one, two, threo or four-family dwelling, othe 
structures, and grounds; or , 

b. that part of any other building; 

where you reside and which is shown in the Declars tions. . .  

. . . .  . .  . ,  
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C0VERAGE.A - DWELLING 
1, We cover: 

. .  
a. the dwelling used principally as a private residence 

on the residence premises shown in the Declara- 
tions. This includes structures attached to the dwell- 
ing; 

b. 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; 

c. wall-to-wall carpeting attached to the dwelling on the 
residence premises; and 

d. outdoor antennas. 
2. Dwelling Extension. We cover other structures on the 

residence premises, separated from the dwelling by 
clea space. Structures connected to the dwelling by only 

fence, utility line, or similar connection are considered 
to be other structures. 
We do not cover other structures: 
a. not permanently attached to or othetwise forming a 

pert of the realty; 
b. used in whole or in paFt for business purposes; or 
c. rented or held for rental to a person not a tenant of 

the dwelling, unless used solely as a private garage. 
3, Except as specifically provided in SECTION I - ADDI- 

TIONAL COVERAGES, Land, we do not cover land, 
including the land 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 cornpen- 
sate for or prevent land'instability. 

COVERAGE B - PERSONAL PROPERTY - 

1. We cover personal property owned or used by an in- 
sured while it is anywhere in the world. This includes 
structures not permanently attached to or othetwise forrn- 
ing a part of the realty. At your request, we will cover 
personal property owned by others while the property is 

3 

on the part of the residence premises occupied ex- 
clusively by an insured. At your request, we will also 
cover personal property owned by a guest or a residence 
employee, while the property is in any other residence 
occupied by an insured. 
We cover personal property usually situated at an 
insured's residence, other t h a n  the residence 
premises, for up to $1,000 or 10% of the Coverage 6 
limit, whichever is greater. This limitation does not apply 
to personal property in a newly acquired principal 
residence for the first 30 days after you start moving the 
property there. If the residence premises is a newly 
acquired principal residence, personal property in your 
immediate past principal residence is not subject tar"; 
limitation for the first 30 days i k r  the inception of 
policy. 

Special Limits of Liability. T h w  limits do not increase 
the Coverage B limit. The special limit for each of the 
following categories is the totel limit for each loss for all 
property in that category: 

a. $200 on money, bank notes, coins and medals; 

b. $1,000 on property used or intended for use in a 
business, including merchmdise held as samples or 
for sale or for delivery zfter sale, while on the 
residence premises. This coverage is limited to 
$250 on such property way from the residence 
premises. 

Electronic data processing equipment or the record- 
ing or storage media used with that equipment is -' 

c. $1,000 on securities, accounts, deeds, evidences of 
debt, letters of credit, notes other than'bank notes, 
manuscripts, passports, tickets and stamps; 

d. $1,000 on watercraft of all types and outboard 
motors, including their trailers, furnishings and equip- 
ment; 

included under this coverage; d 

e. $1,000 on trailers not used with watercraft; 

f. $2,500 for loss by theft of firearms; 

FORM 5 
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'g.*, $2,500 for loss by theft of silverware and  . . .  goldware; . .  . 

1 +l . h: $5,0do'On electronic data processing equipment and 
. "  :: : .the recording or storage media used with that equip- 

ment. There is no coverage for said equipment or 
media while located away from, the residence 

' 

premises except when said equipment or media are 
removed from the'residence premises for the pur- 

' . - pose of repair, servicing or temporary use. An in- 
sured student's equipment and media are covered 
while at a residence away from home; and 

. i. $5,000 on any one article and $10,000 in t h e  ag- 
gregate for loss by theft of any rug, carpet (except 
wall-to-wall carpet), tapestry, wall-hanging or other 

' similar article. . .  

. "'See SECTION I - ADDITIONAL COVERAGES for spe- 
cial limits on jewelry, watches, fur  garments and gar- 
ments trimmed with fur, precious and semi-precious 
stones, gold other than goldware, silver other than silver- 
ware, and platinum. 

a. ' erticles separately described and specifically insured 

b, animsls, birds or fish; 
c. any engine or motor propelled vehicle or machine, 

including the parts, designed for movement on land. 
' We do cover those not licensed for use on public 

highways which are: 
(1) used solely to service the insured location; or 

. .  . .  . .  . . *  . . .  

. . 

. .  

2. Property Not Covered. We do not cover: 

in this or any other insurance; 

. .  (2) designed . .  for assisting the handicapped; 
d. devices or instruments for the recording or reproduc- 

. tion of sound permanently installed in an engine or . 

. .  

4 

motor propelled vehicle.-We do not covertapes, 
wires, records or other mediums that may be used 
with these devices or instruments while in the vehicle; 
sircraft and parts; 
property of roomers, boarders, tenants .and' other 
residents not 'related to. an insured. We do cover 
,property'of roomers, boarders and other residents 
related to an insured;' ,.: . : '.. ,. 

. .  .. ,. . . .  

9. 'property regularly rented or held-for rental to dthers 
. by an insured. This exclusion d o e s m t  apply to 

. property of an insured in a sleeping room rented to 
.' others' by an insured; 

h. property rented or held for rental to othersaway from 
the residence premises; 

'i. any citizens band radios, radio telephon.es, .radio 
transceivers, radio transmitters, radar detectors, an- 
tennas and other similar equipment. This exclusion 
applies only while the property is located in or upon 
an engine or motor propelled vehicle, whether at- 
tached or not; + 

. .. 
. - .  . .  

3 .. 

. .. 

j. books of account, ebstracts, drawings, card index 
systems and other records. This exclusion does not 
zpply to film, tape, disc, drum, cell and other magnetic 
recording or storage media for electronic datz 
processing. We will cover the cost of blank books 
cards or other blank mzterial plus the cost of labor 
you incur for transcribing or copying such records; or 

k. recording or storege media for electronic datz 
processing that cannot be replaced with other of likE 
kind and quality on the current retail market. 

COVERAGE C - LOSS OF USE 

1. Additional Living Expense. If a Loss Insured causes 
the residence premises to become uninhabitable, WE 
cover the necessary incresse in cost to maintain you 
standard of living, Payment is for the shortest time re 
quired (a) to repair or replace the premises or (b) for you 
household to settle elsewhere, but not to exceed 1; 
months. This period of time is not limited by the expiratior 
of this policy. 

2. Fair Rental Value. If a Loss Insured causes that part o 
the residence'premises .rented to others or held fo 
rental by you to b&comeuninhabitable, we cover its fa! 

, - -  rental value. Payment shall be for the shortest timt 
required to repair or replace the pae, of the premise: 
rented or held for rental but not to exceed 12 months.Thi: 
period of timejs not limited by expiration of this policy 
Fair rentalvalue shall not include any expense that doe: 

. not continue while that part of the residence premise! 
rented or held for rental is uninhabitable. *..: . . 
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' - *3. Prohibited Use. I f  a civil authority prohibits your use of 
the residence premises because of direct damage to a 
neighboring premises by a Loss Insured, we cover any 
resulting Additional Living Expense and Fair Rental 
Value. Coverage is for a period not exceeding two weeks 
while use is prohibited. . . ' 

We do not cover loss or expense due to'cancellation of 
a lease or agreement. . 

SECTION I - ADDITIONAL COVERAGES 
1. Debris Removal. We will pay the reasonable expenses 

you incur in the removal of debris of covered property 
damaged by a Loss Insured. This expense is included in 
the limit applying to the damaged property. 
We will pay up to $500 in the aggregate for each loss to 
cover the reasonable expenses you incur in the removal 
of tree debris from the residence premises when the 
tree has damaged property covered under Coverage A. 

When the amount payable for the property damsge plus 
the debris removal exceeds the limit for the damaged 
property, an additiond 5% of that limit is a~i lsble  for 
debris removal expense. 

2.Temporary Repairs. If  damage is cased by a Loss 
Insured, we will pay the reasonable and necessary cost 
you incur,for temporary repairs to covered property to 
protect the property from further immediate damage or 
loss. This coverage does not increase the limit applying 
to the property being repaired. 

3. Trees, Shrubs and Other Plants. We cover outdoor 
trees, shrubs, plants or lawns, on the residence 
premises, for loss caused by the following: Fire or lightn- 
ing, Explosion, Riot or civil commotion, Aircraft, Vehicles 
not owned or operated by a resident of the residence 
premises, Vandalism or Malicious Mischief or Theft. The 
limit for this coverage, including the removal of debris, 
shall not exceed 5% of the limit applying to the dwelling. 
We will not pay more than $500 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. 

4. Fire Department Service Charge. We will pay up to 
$500 for your liability assumed by contract or agreement 

for fire department charges.This means charges incurred 
when the fire department is called to save or protect 
'covered property from .a Loss Insured., No deductible 
applies to this coverage. This coverage may increase the 

5; 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 for up to 30 days 
while removed. We will also pay for reasonable expenses 
incurred by you for the removal and return of the covered 
property. This coverage does not increase the limit ap- 
plying to the property being removed. 

6. Credit Card, Bank Fund Transfer Card, Forgery and 
Counterfeit Money. 
a. We will pay up to $1,000 for: 

,limit otherwise applicable.. .. I 

. '  Q , 

(1) the legal obligstion of an insured to pay because 
of the theft or unauthorized use of credit cards 
and bank fund transfer cards issued to or 
registered in an insured's name. If an insured 
has not complied with all terms and conditions 
under which the cards are issued, we do not 
cover use by an insured or anyone else; 

(2) loss to an insured caused by forgery oralterztion 
of any check or negotiable instrument; and 

(3) loss to a n  insured through acceptance in good 
faith of counterfeit United States or Canadian 
paper currency. 

E '  No deductible applies to this coverage. 
We will not pay more than the limit stated above luf 

forgery or alteration committed by any one person. 
This limit applies when the forgery oralteration invol- 
ves one or more instrument in the same loss. 

b. We do not cover loss arising out of business pursuits 
or dishonesty of an insured. 

c. Defense: 
(1) 'We may make any investigation and.settle any 

claim or suit that we decide is appropiate. Our 
. obligation to defend claims or suits ends where 

. .  
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. .  , . . .  . 
-,the amount we pzy for the  . .  loss equals our limit of 

(2) l f 'c l im is made or a suit is brought against an 
insured for liability under the Credit Card or Bank 

" . '.Fund . .  Transfer Card coverage', we will provide a 
' .. defense. This defense is . at .... ourexpense by'coun- 

sel of our choice. 

(3) We have the option to defind at o u r  expense an 
insured or an insured's bank'against any suit 
for the enforcement .of ,.payment under the 
Forgery coverage. 

. .  . , . I  - '  

. .  * . .. ' .  
, . . . .  . . .  . 

. liability. . . .  .. , * .. . . , .. 

. I .. .. . . .  . .  

7. Power Interruption. We cover accidental direct physical 
loss caused directly or indirectly by a change of tempera- 

.. ,3 ture which results from power interruption that takes 
'$place on the residence premises. The power interrup- 

tion must be caused by a Loss Insured occurring on the 
residence premises. The power lines off the residence 
premises must remain energized, This coverage does 

1 not increzse the limit qplying to the damaged property. 

8. Refrigerated Products. Coverage B is extended to 
cover the contents of deep fresze or refrigerated units on 
the residence premises for loss due to power failure or 
mechanical failure. I f  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 feilure or mechanical failure shall 
not include: 

2. removal of a plug from an electrical outlet; or '. 
b. turning off an e!ectrical switch unless caused by a 

I Loss Insured. 

This coverzge does not increase the limit applying to the 
damaged property. 

9. Arson Reward. We will pay $1,000 for information which 
leads to an arson conviction in connection with a fire loss 
to property covered by this policy. This coverage may 

I increase the limit 'othenvise applicable. However, -the 
$1,000 limit shall not be increased regardless of the 

10. Je ie l r y  a n d  Furs. Jewelry; watches, fur garments and 
garments trimmid with fur, precious and semi-precious 

,$ 

, ' number of persons providing information. . .  .. . . . . .  

. I .  . .  

-.- 

6 

. stones, gold other than goldware, si!ver other than silver 
ware, and platinum- are insured 'for 'accidental direc 

t physical loss . I  or  damage., . . . : .; .' ! , .. :, * - .  .. . .:. . - I .  .. . :- 

We do not cover loss or damage caused by mechanic: 
breakdown, wear and tear, gradual deterioration, insect: 
vermin, inherent vice, or seizure or destruction undE 

:, quarantine or customs regulations. . .  .. .' . ... . . 

In addition to limitations and exclusions otherwise aF 
plicable, the following also apply:_ - .. , ~ " - 

a. our. limit for'loss by anyCbverage B peril except the 
shall be the limit stated in the Declarations fc 
Coverage B, plus $2,500; and ' : 

b. our limit for loss by theft and any covered peril, exce; 
those in item z, shall be $1,500 on any one articl 
and $2,500 in the aggregate. 

11. Land. If a single event results in both a Loss'lnsured i 
the insured dwelling, other than the breakage of glass c 
safety glazing material, 2nd a loss of land stability, we w 
pay up to $1 0,000 as an additional amount of insuranc 
for repair costs associsted with the land. This includE 
the costs required to replace, rebuild, stabilize or othc 
wise restore the l a d .  This Additional Coverage applic 
only to the land necessary to support that pari of t l  
insured dwelling sustaining the Loss Insured.. .' 

The SECTION I - LOSSES NOT INSURED reference 
earth movement does not apply to the loss of land stzbili 
provided under this Additional Coverage. . 

12. Volcanic Action. We cover direct physical loss' to 
covered building or covered property contained in 
building resulting from the eruption of avolcano when tl 
loss is directly and immediately caused by: 

a. volcanic blast or airborneshock waves; 

b. ash, dust or patticulate matter; or . : : ... . . : 

c. lava flow. . 

We will also pay for the removal of that ash, dust 
:+ 'particulate .matter which has caused direct physical 10 
.- :: to a covered building or covered property contained . .  if 

building. . :.: . . 

I .: , 

. .  .. . , .  

. .  I .  

, : 
. . * .. .. . 
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One or more volcanic eruptions that occur within a 72- 
hour period shall . .  be considered one volcanic . b .  eruption. 
This coverage does not increase the limit applying to the 
damaged propem. 

13. Collapse. We insure for direct physical loss to covered 
property involving collapse of a building or any part of a 
building caused only by one or more of the following: 
a. perils described in SECTION I - LOSSES INSURED, 

COVERAGE B 9 PERSONAL PROPERTY. These 
perils apply to covered building and personal property 
for loss insured by this Additional Coverage; 

b. hidden decay; 
c. hidden insect or vermin damage; 
d. weight of contents, equipment, animals or people; 
e. weight of ice, snow, sleet or rain which collects on a 

roof; or 
f. use of defective material or methods in construction, 

remodeling or renovation if the collapse occurs during 
the course of the construction, remodeling or renova- 
tion. 

. Loss to an awning, fence, pztio, pavement, swimming 
pool, underground pipe, flue, drain, cesspool, septic tank, 
foundation, retaining wall, bulkhead, pier, wharf or dock 
is not included under items b., c., d., e., and f. unless the 
loss is a direct result of the collapse of a building. 
Collapse does not include setiling, cracking, shrinking, 
bulging or expansion. 
This coverage does not increase the limit applying to the 
damaged property. 

14. Locks. We will pay the reasonable expenses you incur 
to re-key locks on exterior doors of the dwelling located 
on the residence premises, when the keys to those 
locks are a part of a covered theft loss. 
No deductible applies to this coverage. . 

15. Temporary Living Expense Allowance. I f  the 
residence premises becomes uninhabitable because of 
a loss caused by earthquake, landslide or .volcanic ex- 
plosion, or if a civil authority prohibits your use of the 

residence premises because an earthquake, landslide 
or volcariicexplosion has occurred, we will pay up to 
$2,000 to cover the necessary increase in cost which you 
incur to maintain your standard of living. 
The SECTION I - LOSSES NOT INSURE6 references to 

. earthquake,, landslide and volcanic explosion do not 
apply to this Additional Coverage. 
This coverage is excess over any other valid and collec- 
tible insurance which is in force at the'time of the loss. 

': 
. . .  , .  . ,  .. . . . .  

. . 

No deductible applies to this coverage. 
INFLATION COVERAGE 

The limits of liability shown in the Declarations for Cover- 
ages A and B will be increased at the same rate as IFn 
increase in the Inflation Coverage Index shown in the DeO , 

rations. 
To find the limits on a given date: 

1, divide the Index on that date by the Index as of the 
effective date of this Inflation Coverage provision; then 

2. multiply the resulting factor by the limits of liability for 
Coverages A and B separately. 

The limits of liability will not be reduced to less than the 
amounts shoyn in the Declarations. 
If during the term of this policy the Coverage A limit of liability 
is changed at your request, the effective date of this Inflation 
Coverage provision is changed to coincide with the effective 
date of such change. 
GUARANTEED EXTRA COVERAGE 

We will settle covered losses to the dwelling under COL . 
age A and other building structures under Dwelling Extension 
at replacement cost without regard to the limit of liability, 
subject to the Loss Settlement provisions in SECTION I - 
CONDITIONS. 

Except as specifically provided in SECTION I - ADDITIONAL 
COVERAGES, Land, we will not pay for land, including the 
land necessary to support any Coverage A property, or any 
costs required to replace, rebuild, stabilize, or otherwise 
restore the land, nor will we pay the costs of repair technique? 
designed to compensate for or prevent land instability. 

i 
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. .  . 'Reaort Increased Values. _ . .  , . .  .. . :;,.. ::: or more and pay any additional premium due for the increase 

.. . .  
. ,. . 

. SECTION I - LOSSES INSURED . .  , . .. 
. . % .  

9. Theft, including attempted theft and loss of property from 
. a known location when i tk probable that the property has 
been stolen.. '' 

. .  
. .  . -  

COVERAGE A DWELLING' . .  

described in Coverage A, except as provided in SECTION I - 
. .  

. .  .. . .  . .  .. . . .. We insure for accidental direct physical loss to the property 

LOSSES NOT INSURED. . .  .. This peril does not include: '' 

COVERAGE B - PERSONAL PROPERTY 

'*$ insure for accidental direct physical loss to property 
W b e d  in Coverage B caused by the following perils, 

except as provided in SECTION I - LOSSES NOT INSURED: 

1. Fire or lightning. 

2. Windstorm or hail. This peril does not include loss to 
property contained in a building caused by rain, snow, 
sled, sand or dust. This limitation does not apply when 
the direct force of wind or hail damages the building 
causing an opening in a roof or wall and the rain, snow, 
sleet, ssnd or dust enters through this opening. 

This peril includes loss to watercraft of all types and their 
trailers, furnishings, equipment, and outboard motors, 
only while inside a fully enclosed building. 

3. Explosion. 

.4: Riot or civil commotion. 

J.' Aircraft , inclu ding self - pro pe I I ed missiles and 
'. ;. spacecraft. - , 

6. Vehicles. 

7. Smoke, meaning sudden and accidental damage from 
smoke. .. .- . '. . .  

This peril does not include loss'caused by smoke from 
agricultural smudging or industrial operations. ' 

8. Vandalism or malicious mischief, meaning only willful 
and malicious damage to or destruction of property. 

'\ - 

. .  
. .  , . .  . .  

8 

a. loss of a precious or semi-precious . -  stone from its 
setting; :. . 

b. loss caused by theft: 
(1) commitied by zninsured or by any other persor 

regularly residing on the insured location 
Property of,.a student who is an insured, k 
covered while loczted at a residence avky frorr 
home, if the theft is commitied by a person whc 
is not an insured; ' . .  

(2) in or to a dwelling under construction or o 
materials and supplies for use in the constructior 
until the dwelling is completed and occupied; or 

. . .. . .  

(3) from the part of a residence premises rented t i  

(a) caused by a tenant, members of the tenant' 
household, or the tenant's employees; 

(b) of money, bank notes, bullion, golc 
goldware, silver, silverware, . .  pewterwar€ 
platinum, coins and medals:. 

(c) of securities, checks, cashier's check: 
, . traveler's checks, money orders. and otht 

' negotiable instrume:nts, accounts, deed. 
!'evidences of debt, letters of, credit, not€ 
other than bank notes, m.anuscripti 
passports, tickets and stamps; or 

(d) of jewelry, watches, fur garments and g: 
ments trimmed with fur, precious and sen 
precious stones; 

. , . .  others:. . 1 -  ', 

I . .  

FORL 
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, .  -c. . loss caused by. theft, that occurs away ..from the 
. . . .  . . .  . . .  residence premises of: . . . . . .  I .  .. . 1 .  

. . ; . .  . . .  . , . .  . . .  
* -. . _ .  

. . .  ',(I) .propehy while 'at any other ri$dence:.owned, . .  

'rented to, o r  occupied by  a n  insured, except 
while an insured is temporarily 'residing there. 
Property of a student who .is . . . . .  an insured . .  is ,  
covered while at a residence away from home: 

'.' '. '(2) watercraft of all types; includingtheir. - .  furnishings, . 
equipment and outboard motors; . .  or . _. . -  .. 

(3) trailers and campers designed, to be.pulled by or 
carried on a vehicle. 

If the residence premises is a newly rcquired prin- 
cipal residence, property in the immediate past prin- 
cipal residence shall not be considered property 

. .  away from the residence premises for the first 30 
. days afier the inception of this policy.. 

10. Falling objects: This peril does not Include loss to 
property contained in a building unless the roof or an 
exterior wzll of the building is first damaged by a falling 
object. Damage to the falling object itself is not included. 

1 I .  Weight of ice, snow or sleet which causes damage to 
property contained in'a building, . . .  

12. Sudden and accidental discharge or,overfiow of water 
or steam from within a plumbing, heating, air conditioning 
or automatic fire protective sprinkler system, or from 
within a household appliance. ; ... 

. .  . .  * . .  . ..7 

. .  
' 

, .  

This peril does not include loss: ' ,. ' 

a. to the system or appliance from which the water or 

b., caused by or resulting from freezing; 

' c. caused'by o r  resulting fromwater from outside the 
. .plumbing system that enters through sewers or 

' drains, or water which enters into and overflows from 
within a s u m p  pump,'sump pu.mp well or other type 

, .  

steam escaped; 

. . .  . .  . .  

, .  . . .  - . .  - ,  

. . . .  . . _  .- . ,. . . .  3 .: - . . . . .  . .  . . .  . .  

. .  
* . -  . .  .. , 

. I  

system designed to rernove,subsurface water which 
is drained from the foundetion area; o r  . :. 

:.-.* , .  '' . d. caused by or resulting from contityous or rep&& 
. -* . : ,I  :'- seepage or leakage of wster or.steam which occurs 

over a-period of time end results in deterioration, 
. . co,rrosion, rust, mold, or wet or dry rot. 

13. Sudden and accidental tearing asunder, cracking, 
burning or bulging of a steam or hot water heating 
system, an air conditioning or automatic fire protective 

.: sprinkler system, or an appliance for heating water. .': . - 

. .  . - + . : . .  . . . . .  . ?  . . . . . . .  . .  0 . '  . '  . 1 ' . . . . 5 .- . 7 -  . . . .  

* .  . .  . . .  . . .  . - . : . .  . 

9 

- 

This peril does not include loss: 
a. caused by or resulting from freezing; or 
b. caused by or resulting from continuous or repe?" ' 

seepage or leakage of wster or steam which occ 
over a period of time 2nd results in deterioration, 
corrosion, rust, mold, or wet or dry rot. 

14. Freezing of aplumbinp, hezting, air conditioning or auto- 
'matic fire protective sprinkler system, or of a household 
appliance. 
This peril does not include loss on the residence 
premises while the dwelling is vacant, unoccupied or 
being constructed, unless you have used reasonable 
care to: 
a. maintain heat in the. building; or ' 

b. shut off the water supply and drain thesystem and 

15. Sudden and accidental damage to electrical applian- 
, ces, devices, fixtures and hiring from an increasf -" 

decrease of artificially generatEd electrical current. . u* 
will pay up to $1,000 under this peril for each damaged 
item described above. 

16. Breakage of glass, rneaing damage' to personal 
.' property caused by breaksge of glass which is a part of 
a building on the residence premises. There is no 

, .coverage for loss or damqe.to the . .  glass. 

. .  

. .  

. 1  

appliances of wder. 

. L  . 

. . , .  . . . . .  
-. .. I, , - .  . . . .  . .  . . . . .  . .  . . . . . . . .  . . . . .  

-~ . . . .  
. .  . - .;. ,.._ ; , . , . .  ,., 

. .  . .  . . . . . .  . . . . . . . . . . . . .  . .  . . . . . .  j . .  .i , .  . . .  . . . .  .... I . , .  . , ;  - . , .  ' .  . .  , - - -  , * ., . . . . .  . 
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, . . , .  . . . .  . .: . . . .  . .  -; .. :. ,., ~ , * . .' . . .. 
. We 30 not insure.f&any loss. to'.the'property described 

in Coverage A whichconsists of, or is directly and imme- 
diately caused by, one o r  more of the perils listed in items 
a. through m: below, -regardless .of whether the loss 
occurs suddenly or gradually, -involves isolated or 
widespread damage;.larises from natural or external 
forces, or occurs as a result of any combination of these: 
a. xollapse, 'except as 'specifically provided in SEC- 

TION 1 ADDITIONAL COVERAGES, Collapse; 

. . ,  -.. - . .  . .  

b. freezing of a plumbing, heating, air conditioning or 
sutornatic fire protective sprinkler system, or of a 
household appliance, or by discharge, leakage or 
overflow from within the system or appliance caused 
by freezing. This exclusion only applies while the 
dwelling is vacant, unoccupied or being constructed. 
This exclusion does not ~ p p l y  if you have used 
reasonable care to: 

(1) maintain heat in the building; or 

(2) 'shut off the water supply and drain the system 

c. fyeezing,thawing, pressure or weight of water or ice, 
whether driven by wind or not, to a fence, pavement, 
patio; swimming pool, foundation, retining wall, 
bulkhead, pier, wharf . .  or dock; - -  , - 

d., theft in  or to a dwelling under construction, or of 
materials snd supplies for use in the construction, 
until the dwelling is completed and occupied; 

2. vandalism or malicious mischief or breakage of glass 
and safety glazing materials if the dwelling has been 
vacant for more than 30 consecutive days immedi- 
ately before the loss. A dwelling being constructed is 
not considered vacant; 

. continuousor repeated seepage or leakege of water 
or steam from a: 

(1) heating, air conditioning or automatic fire protec- 

(2) household appliance; or - ,  . 

. .  . - .  

and zppliances of water; 

, -  . . .  

tive sprinkler system; 

10 

.. . . .  . . .  .. . . . .  . .  . .. . .  . . .  
. ' (3) plu.mbing system, including from, 'hiin or 

aound any shower stall, shower bath, tub instal- 
. . lation; .or other plumbing fixture, including their 

which occurs over a period of time End results in 
deterioration, corrosion, rust, mold, or wet or dry rot. 
If loss to covered property is caused by water or 

. steam not otherwise excluded, we will cover the cost 
of tearing out and replacing any part of the building 
necessary to repair the system or applimce. We do 
not cover loss to the system or appliance from which 
the water or steam escaped; 

9. wear, tear, marring, scratching, deterioration, in- 
herent vice, latent defect or mechanical breakdown; 

. .  . 

.. , . . walls, ceilings or floors; ... . .  . 
a .  . . .  . .  

'-. 

h. corrosion, electrolysis, or rust; 

i. mold, or wet or dry rot; 

j. contamination; 

k. smog, smoke from agricultural smudging or industrial 
' operations; 
I. settling, cracking, shrinking, bulging, or expansion of 

pavements, patios, foundation, walls, floors, roofs or 
ceilings; or 

rn. birds, vermin, rodents, insects, or domestic animals. 
We do cover the breakage of glass or szfety glazing 
material which is a part of a building, when caused 
by birds, vermin, rodents, insects or domestic 
animals. 

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

2. 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 
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1. , 

I 
I 
I 
1 
1 
b 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

forces, or occurs . . .  asa result.of . . . . . . . . . . . .  any combhation of these: 
1. a. Ordinance o r  Law, meaning' enfdrcement of any 

.' ordinance or law regulating the constyction, repair 
or demolition of a building or other structure, unless 
specifically provided under this policy. 

b. Earth Movement, meaning the inking; 'rising, shift- 
. ing, expanding or contracting of earth, .all whether 

combined with .water.or not. Earth movement in- 
cludes but is not limited to earthquake, 4andslide, 
mudflow, sinkhole,, subsidence and erosion. Earth 

, . movement also includes volcanic explosion or lava 
flow, except as specifically provided in SECTION I - 
ADDITIONAL COVERAGES, Volcanic Action. 

, , .. 

. . . . . . . .  * .-! . .  

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

c. Water Damage, meaning: 
(1) flood, surface water, waves, tidal water, overilow 

of a body of water, or spray from any of these, all 
whether driven by wind or not; 

(2) water from 'outside the 'plumbing syskm thst 
enters through sewers o r  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. 

. .  . . .  
f : . .  . .  . . . . . . . . . . . . .  

. .  . I  

* .  

. . .  . . .  .. . , .  
.' . .  - 

.... . -  . . .  
, . .  . -. , . . *  . . : .  

11 

- _  . .  reasonable means to save and preserve property at 

e. .War, including any undeclaredwar, civil war, insur- 
, . rection, rebellion, revolution, warlike act by a military 

. , : force or military personne1;destruction or seizure or 
use for a military purpose, and including any conse- 
quence of any of these. Discharge of a nuclear 
weapon shall, be deemed a warlike act even if ac- 
cidental.' . . . .  

' . . . .  ' 
. and after'the time'-of a 'loss, 'or .when property is 

, .  : .  d 
.,. . . . . .  . . . .  . :. *: .; . . . . . . .  . .  . .  

. . . .  . . .  . .  . , .  .. . ' -  

.. - .. ; , .:., - ' I - .  , . . . . .  

... 

. . . .  

f. Nuclear Hazard, meaning any nuclear reaction, 
radiation, or radioactive'contamination, all whether 
controlled or uncontrolled or however caused, or any 
consequence of any of these. Loss caused by$ . 
nuclear hazard shall not be considered loss causL 
by fire, explosion, or smoke. However, we do insure 

. for direct loss by fire resulting from . .  the nuclear 
hazard. 

3. We do not insure under any coverage for any loss con- 
sisting 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 cause, contribute to 
or aggravate the loss; or (b) occur before, at the same 
time, or after the loss or any other cause of the loss: 

a. conduct, act, failure to act, or decision of any person, 
group, organization or governmental body whether 
intentional, wrongful, negligent, or without fault; or 

b. defect, weakness, inadequacy, fault or unsoundness 
in: I 
(1) planning, zoning, development, surveying, siting; 

(2) design, specifications, workmanship, construc- 

~ .d 

tion, grading, compaction; . . . . . . .  

(3) materials uscd in. construction or r e p ~ r ;  or , 

(4) maintenance; 
. .. - . . .  . .  

' ..:. ; . . . . .  . . . . .  . .  . , ,  
. . .  . . .  

. .  . . . .  
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.', . . of. any property (including land, structures; or im- 
proyements of.any kindr'whether .' . on or off the 

z - However, we do insure for any resulting loss from items 
... a.'and b. unless the resulting loss is itself I . _  a.Loss Not 

. - .  .....'..'. *' - *. . : * residence * .  premises. ,.- . . .  ' . Insured by this Section. . . .. . 

* .  . .  
. .  . . . .  . .  

. .  
. .  

- I  . . -. , . . .. 
SECTION I -  CONDITIONS - .. . ' 

1, Insurable Interest and Limit of Liability. Even if more 
than one person has an insurable interest in the property 
covered, we shall not be liable: 
a.' to'the insured for an amount greater than the 

insured's interest; or 
b. for more than the applicable limit of liability. . .  

2. Your Duties After Loss. After a'loss to which this 
. insurance may apply, you shall see that the following 
'I %ties are periormed: 

a. give immediate notice to us or our agent. Also notify 
the police if the loss is caused by theft. Also notify the 
credit card company or bank if the loss involves a 
credit card or bank fund transfer card; 

b. protect the property from further damage o r  loss, 
make reasonable and necessary temporary repairs 
required to protect the property, keep an accurate 
record of repsir expenditures; 

c. prepare an inventory of damaged or stolen personal 
property.. Show in detail the quantity, description, 
actual cash value and amount of loss. Attach to the 
inventory all bills, receipts and related documents 
that substzntiate the figures in the inventory: 

.' 

d. 2s often as we reasonably require: 
< . (1) exhibit the damaged property; !. 

(2) provide us with records and documents we re- 
quest and permit us to make copies: 

. .. (3) . 
submit to and subscribe, while not. j n  the 
presence of any other insured: 

I .  .: ... . . .  .. . . , .. (a) statements; . .  and 
. .  

. (b) examinations under oath; and .. . . . -  , . .  

. .  . . *  - .  .. - . . .  . .  . 
.. . .  . . (4) produce'.employees; members of the insured's 

household or others for examination under oath 
1 .  

,,- . 32 

. .  ... . .  
to the extent it is within the insured's power to 

.. ' .do so; and 
e. submit to us, within 60 days after the loss, your 

.signed, sworn proof of loss which sets forth, to the 
' 

best of your knowledge and .. . belief: 
(1) the time and came of loss; 
(2) interest of the insured and all others in the 

property involved and all encumbrances on the 
property; 

. .  . .  

(3) other insurance which may cover the loss; 
(4) changes in title or occupancy of the property 

during the term of this policy; 
(5 )  specifications of any damaged building anc 

detailed estimates for repair of the damage; 

(6) an inventory of dmaged or stolen persona 
property described in 2.c.; , 

(7) receipts for additional living expenses incurrec 
and records supporiing the fair rental value loss 

(8) evidence or afiidavit supporting a claim under thE 
Credit Card, Bank Fund Transfer Card, Forger) 
and Counterfeit Money coverage, stating t h i  
amount and cause of loss. 

3. Loss ,Settlement. Covered property losses are settlec 

' 

2s follows: 
a. We will pay actual cash value at the time of loss for 

(1) antiques, fine arts, painting, statuary and sirnila 
articles which by their inherent nature cannot b( 

(2)',articles whose age or history contribute substan 
tially to their value including; but not limited tc 

.'.'- memorabilia, souvenirs and collectors items; 
(3)' property not useful for,its'intended purpose. 

' . replaced with new articles; 
< .  I . .  * .  . .  

. , . . I  

. .  . , - ,  . .  . .  . .  
. .._ .. :: . '.- . : 
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However, we,will not pay an amount exceeding the 
applicable limit of liability 'or an'amount exceeding 
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that necessary to repair or replace the property. 
b. We will pay the cost to repair or replace other per- 

sonal property, carpeting, domestic appliances, 
awnings and outdoor antennas whether or not at- 
tached to buildings, subject to the following: 
(1) loss to property not repaired or replaced within 

one year after the loss will be settled on an actual 
cash value basis; 

(2) we will not pay an amount exceeding the smallest 
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 

(d) any applicable Coverage A or Coverage 8 

c. We will pay the cost to repair or replzce buildings 
under Coverage A and other structures under Dwell- 
ing Extension, subject to the following 
(1) until actual repair or replacement is completed, 

we will pay the actual cash value of the damage 
to the buildings or other structures, up to the 
policy limits, not to exceed the replacement cost 
of the damaged part of the building or other 
structures, for equivalent construction and use on 
the same premises; 

(2) you must make claim within 180 days after the 
loss for any additional payment on a replacement 
cost basis. 
Any additional payment is limited to that amount 
you actually and necessarily spend to repair or 
replace the damaged buildings or other struc- 
tures with equivalent construction and for 
equivalent use on the same premises; 

(3) we will not pay more than the $10,000 limit on 
land as provided in SECTION I ADDITIONAL 
COVERAGES; and 

policy; or 

limit of liability. 

'1 3 

. , , . . . . 
(4) we will not pay for increased costs resulting from 

' enforcement of any ordinance,or'law regulating 
the construction, repah;or demolition of a bull& 

. ..... ". .ing or other structure, unless specifically provided 
'. ' .- . : ':under this policy, 

4. ,LOSS tb i pair o r  set. In case qf loss to ahair or sit ,  we 
' may elect to: - .  

a. repair or replace any part to restore the pair or set to 
its value before the loss; or 

b. pay the difference between actual cssh value of the 
property before and after the loss. 

5. Glass Replacement. Loss for damage to glass cawed 
by a Loss Insured shall be settled on the basis of re# - 
ment with safety glazing materials when requirea 'by 
ordinance or law. 

6. Appraisal. If you and we fail to agree on the amount of 
loss, either'one can demand that the amount of the loss 
be set by appraisal. If either makes a written demand for 
appraisal, -each shall select a competent, independent 
appraiser. Each shall notify the other of the appraiser3 
identity within 20 days of receipt of the written demand. 
The two appraisers shall then select a competent, impar- 

. tial umpire. If the two appraisers are unable to agree upon 
an umpire within 15 days, you or we can ask a judge of 
a court of record in the state .where the residence 
premises is located to select an umpire. The appraisers 
shall then set the amount of the loss. If the appraisers 
submit a written report of an agreement to us, the amount 
agreed upon shall'be.the amount of the loss. If the 
appraisers fail to agree within a reasonable time) y 
shall submit their differences to the umpire, W r i h  
agreement signed by any two of these three shall set the 
amount of the loss. Each appraiser shall be paid by the 
party selecting that appraiser. Other- expenses of the 
appraisal and the compensation of the umpire shall be 
paid equally by you and us. 

7. Other Insurance. If a loss covered by'this policy is also 
covered by other insurance, we will pay only O u r  share of 
the loss: Our share is the proportion of the loss that the 

, ' applicable limit under this poficybeais . . . , , : ... to . I  the .. :'' total amoJnt 
.' J of insurance covering the loss. 

. ,  . . .  

.. . 

.. . 
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8. Suit Against US. No action shall bebrought unless there 
has been compliance with the policy provisions. The 

1 .  action must be started within one year: after the date of 
loss or damage. . .  , . 1- . , 

9. Our. Option. We .may repai! or replace any part of the 
property damaged or stolen with equivalent property. Any 
property we pay for or replace becomes our property. 

10. Loss Payment. We wiil adjust all losses with you. We will 
pay you unless some other personis . . . .  named in the policy 
or is legally entitled to receive payment. Loss will be 
payable 60 days after we receive your proof of loss and: 

b. there is an entry of a final judgment; or. 

. .  

. . .  - .  . .  . .  
I .  

. . . . . . . .  . .  . .  
1 .  a. reach-agreement . .  with you; . . ,'. , . .  
' .  

'L.'c. there is a filing of an appraisal mard with us. 
11. Abandonment of Property. We need not accept any 

..q! 

propew abandoned by an insured. 
12. Mortgage Clausz The word "mortgagee" includes trus- 

t e :  

2. If a mortgagee is nemed in this policy, any loss 
payable under Coverqe A shall be paid to the 
moriGagee and you, as interests appear. If more than 
one morigagee is named, the order of payment shall 
be the same 2s the order of precedence of the 
mortgages. 

b, If we deny your claim, that denial shall not apply to a 
valid claim of the morigqee, if the mortgagee: 
(1) notifies us of any change in ownership, occupan- 

cy or substantial change in risk of which the 
mortgagee is aware; 

... .. ... 

.- . 

' ' .  . .  ; . (3) ,submits a signed, sworn st$ement of loss within 
. . . . . . . .  . . . . . . .  . .  :+. . 60  days aver. receiving notice from . US - .. of YO", 
. .  . ,  . failure to .do SO. PO!icy conditions relating to Ap- 
. . . . .  r:. . .: . . .  : praisal, Suit Against Us and Loss Payment apply 

. c . .  If this policy is cancellgd by us, the modgages shall 
_,. be notified at lezst I0  days before the date cancella- 

tion takes effect. 
' hi- !f we pay ' the  'mortgagee ''for i n y  'loss and deny 
... payment to you: .. 

(l),we, ,are. subrogated to'ill the rights of the  
" . ' . .mortgagee granted under the mortgage on thE 

property;or . . .  

(2) at'our option, we may pay to the mortgape the 
whole principal on the mortgqe plus any accruec 
interest. In this event,,we shall receive 2 ful' 
assignment and transfer of the mortgage m d  al 
securities held as collateral to the mortgage debt. 

e. Subrogation shall not impair the right of the  
mortgagee to recover the full amount of t h e  
mortgagee's claim. I 

13. No Benefit to Bailes. We will not recognize an zssign. 
rnent or grant coverage for the benefit of a person or 
organization holding, storing or transporting properiy foi 
a fee. This applies regardless of m y  other provision 0. 
this policy. 

14. intentional Acts. I f  you or any person insured under thi: 
. policy causes .or ,procures a loss to property coverec 

under this policy for the purpose of obtaining insurmc 
benefits, then this policy is void and we will not pzy yoi 
or any other insured for this, loss. 

. . . .  . . . . . . . .  . . . . . . . . . .  . .  
' .  . .  . to themortgagee. .: . .  

. .  

. . . . .  . .  . .  . .  

. .  

, .  

(2) pays any premium due under this policy on 
demand if you have neglected to pay the 
premium; or . .  

-' . SECTION I I  - LIABILITY COVERAGES ' . .  ' - ;; 
. *  

COVERAGE L - PERSONAL LIABILITY ,.' ..: 

damages because of bodily injury or property damage to 

which * this . .  coverage applies, . . .  caused . . .  ... by anoccurrence, Wt 
will: '. - , ' '.* 

. 1. pay'@ to our limi! of liability for the- damages for whid 

. . :. : .  
1:: : . . .  . .  .... . _ _  - . 

. .  
1 .  

. .  1 . If a claim is made or a suit is brought against an insured for . . . .  . . . . . .  

. . . .  . .  . . . . . . .  .,  ' .  . .J. * . . . .  the insured is legally liable; and 
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1 .  

'2:'piovide .a 'defense at our 'expense by counsel of our 
' .- choice. ,We 'may make 'any investigation and settle any 

.' claim or suit thatwe decide is appropiiatei Our obligation 
.to'defend.any claim or sit ends when the amount we pay 

. .  for damages, to effect settlement or satisfy a judgment 
resulting . . .  from the , occurrence, . a .  :. equals our  . .  limit of liability. 

We will pay the necessary medical expenses incurred or 
medically ascertained within three years from the date of an 
accident causing bodily injury. Medical expenses means 
reasonable charges for medical, surgical, x-ray, dental, am- 
bulance, hospital, professional nursing, prosthetic devices 
and funeral services. This coverage applies only: 
1. to a person on the insured location with the permission 

of an insured; , .  

2. to a person off the insured location, if the bodily injury: 
a. , arises out of a condition on the insured location or 

the ways immediately adjoining; 
b. is caused by the,activities of an insured; 
c. is caused by a residence employee in the course of 

the residence employee's employment by .an in- 
sured;or . '  . , . .  

d. is causedby an animal . .  owned by or in the care of an 
insured; o r  

3. to a residence employee if the occurrence causing 
. .  bodily injury occurs off the insured location and arises 

'out of or in the course of tlie , .. residence employee's 

. . .  

COVERAGE M - MEDICAL PAYMENTS TO ,. OTHERS , .  

. .  
. .  

. .  employment by an insured. . .  ., ., .< 

SECTION I I  - ADDITIONAL COVERAGES . .  .... 

We cover the following in addition to the limits of liability: 
1. Claim Expenses. We pay: 

a. expenses we incur and costs . . . .  taxed against . .  an in- 
sured in suits we defend; , . 

b. premiums on bonds required in suits we defend, but 
not for bond amounts. greater than the Coverage L 
limit. We are not obligated to apply for . . . . . . .  or furnish any 
bond; 

. . . .  . . . .  . .  . . . . . .  . *  . . .  . . . . .  , . .  , . .  

... :. . ;. . . . . . . .  . , , . 4 ' .  ,,. 
I .  . . .  

- - .  ::c.: reasonable expenses an insured incurs at our re- 
L .  quest. This-includes actual loss of earnings (but not 

' - : loss of other income) up to $1 00 per day for aiding L!S 
in the investigation or defense of claims or suits; 

: . d. prejudgment interest awarded against t h e  insured 
on that part of the judgment we pay; and * .' . 

. e. interest on the entire judgment which accrues after 
.: , entry of the  judgment and before-we pay or tender, 

: 'or deposit in court that part of the judgment which 
does not exceed the limit of liability that applies. 

2. First Aid Expenses. We will pay expenses for first aid to 
others incurred by an insured for bodily.injury covered 
under this policy. We will not pay for first aid to you or any 

' 

. 

. . . . . . . .  . .  i. . 
, :. . I L  

. .  
i . . .  * .  

other insured. I.+--. 
. .  

3. Damage to Property of Others: 

others caused by an insured. 
a. We will pay for property damage to properly of 

b. We will not pay more than the smallest of the following 
amounts: 
(1) replacement cost at the time of loss: 
(2) full cost of repair; or 

.(3) $500in any  one occurrence. 

c. We will not pay for property damage: 
(1) if insurance is otherwise provided in this policy; 

.: ., . , 
(2) caused intentionally by an insured who is I 1: 

years of age or older; ._ 

15 

. (3) to property, other than a rented golf.cart, owner 
.by .or ,rented to an insured, a tenant of an in 
sured, or a resident in your household; or 

(4) arising out of: 
. .  . . .  (a) business pursuits; :,. . .  

. + : . (b) any act or omission in connection with 
. premises an insured owns, rents or control: 

other than the insured location; or 

FORM 
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(c) the ownership, maintenance, or use of a 
motor vehicle, aircraft, orwatercraft, includ- 

, , ing airboat, .air cushion, personal watercrafi, 
sail board or similar type.watercrafl. 

.. . . . .  - .  .. . . .  . .  . .  

SECTION I I  - EXCLUSIONS. . . . .  . 
, .  

1. Coverage L and Coverage M do not apply to: 
a. bodily injury br property damage: 

b. 

I '  

(1) which is either expected or intended by an in- 

(2) to any person or property which is the result of 

bodily injury or property damage arising out of 
business pursuits of any insured or the rental or 
holding for rental of any part of any premises by any 
insured. This exclusion does not apply: 
(1) to activities which are ordinarily incident to non- 

business pursuits; 
(2) with respect to Coverage L to the occasional or 

pari-time business  pursuits of an insured who 
' is under 19 years of age; 

(3) to the rental or holding for rental of a residence 
of yours: 
(a) on an occesional basis for the exclusive use 

sured; or 

willful and malicious acts of an insured; 

2s a residence: 
(b) i n  part ,  unless intended for use as a 

residence by more than two roomers or boar- 
ders: or 

(c) in part, as .m office, school, studio or private 
garage; 

d. bodily injury or property damage arising out of any 
premises owned or rented to any insured which is 
not an insured location. This exclusion does not 
apply to bodily injury to a residence employee 
arising out of and in the course of the residence 
employee's employment by an insured; 

e. bodily injury or property damage arising out of the 
ownership, maintenance, use, loading or unloading 
of: 

(1) an aircraft; 

(2) a motor vehicle owned or operated by or rented 

(3) a watercraft: 

or loaned to any insured; or 

(a) owned by or rented to any insured if it has 
inboard or inboard-outdrive motor power of 
more than 50 horsepower; 

(b) owned by or rented to any insured if it is a 
sailing vessel, with or without auxiliary power, 
26 feet or more in overall length; 

(c) powered by one or more outboard motors 
with more than 25 total horsepower owned by 
any insured; 

(d) designated as an airboat, air cushion, or 
similar type of craft; or 

(4) when the dwelling on the residence premises is 
a two, three or four-family dwelling and you oc- 
cupy one part and rent or hold for rental the other 
part; or 

( e )  owned by any insured which is a personal 
watercraft using a water jet pump powered by 
an internal combustion engine as the primary 
source of propulsion. 

This exdusion does not apply to bodily injury to a 
residence employee arising out of and in the course 
of the residence employee's employment by an 
insured. Exclusion e.(3) does not apply while the 
watercraft is on the residence premises; 

(5) to farm land (without buildings) not in excess of 
500 acres, rented or held for rental to others; 

C. bodily injury or property damage arising out of the 
rendering or failing to render professional services; - 

. .. 

16 FORM 5 

A.20 . 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

, . .. . . . , . ... . . . . .  . - .  * .  

': -. .... (b) any  employee of any insured; or . .  
. . .  , ... . . . .  . . ; . .  .. 4,. . - . .:, . . .  , 1. 7 f." bodily .: 'injury - .  . . . . ,  or-propifly .. . .  . . ... . . :. . damage , . arising out of: 

, .. 1. . _ ,  . . .  .* , .  ' , 

'(1) the entrustment by any insured to any person; (c) any other person actually or apparently ac- 
. I :: ting on behalf of any insured. . .. 

..... " . . .  .. . 
(2) the supervision by any insured'of 'any pe/son; .' '':. . .  

. .  . . . .  . .  . . .  . 
(3) any liability statutorily . . .  . .  . imposed .. on'any . . .  . .  insured; 

. +  (4) any liability assumed through an unwritten or 

with regard to the ownership, maintenance or use of 
. any aircraft, watercraft, 'or motor vehicle (or any 
other motorized land conveyance) which is not 
covered under Section I I  of this policy; 

g. bodily injury or property damage caused directly 
or indirectly by war, including undeclared war, or any 
warlike act including destruction or seizure or use for 
a military purpose, or any consequence of these. 
Discharge of a nuclear weapon shall be deemed a 
warlike act even if accidental; 

h. 'bodily injury to'you or any insured within the mean- 
ing of pad a. orb. of the definition of insured. 
I his exclusion also applies to any claim made or suit 
brought against any insured to share damages with 
or repay someone else who may be obligated to pay 
damages because of the bodily injury; 

i. any claim.made or suit brought against any insured 
by: 

(1) any person who is in the care of any insured 
because of child care services provided by or at 
the direction of: 

(a) any insured; . 

(b) any employee bf any insured; or 
(c) any other person actually or apparently ac- 

\ - .  ' . .  .. . ting on behalf,of any , insured; . .  or . .  

(2): any person who makesaclaim because of bodily 
.. injury to any person who is in the care of any 

insured.because.of child care services provided 

(a) any insured; 

.~ . . +  . . .  . , ,  . . . . .  . 0 1 .  - *  

written agreement by any insured; * 
- .  . .  

- 

. .  

. .  . 

' ' i y  o r  'at the direction of: ' 

17 

This exclusion does not apply to the occasional child 
care services provided by any insured, or to the 
part-time child caie seGces provided by any insured 
who is under 19 years of age; or , 

j+ bodily injury or property damage arising out of an 
. insured's participation in, or preparation o r  practice 

for any prearranged or organized race, speed or 
demolition contest, or similar competition involving a 
motorized land vehicle or motorized watercraft. This 
exclusion does not apply to a sailing vessel less than 
26 feet in overall length with or without auy:" . .y power.. I. . 

2. Coverage L does not apply to: 
a. liability: 

(1) for your share of any loss assessment charged 
against all members of a association of property 
owners; or 

(2) assumed under any unwritten contract or agree- 
ment, or by contract or agreement in connection 

' 

with a business of the insured; 

b. property damage to property ownEd by any in- 
. sured; 
c. property damage to property rented to, occupied or 

used by or in the care of any insured. This exclusion 
does not apply to property damage caused b\l %, 

. '1 smoke or explosion; . -_ 
I 

',. . '  d. -bodily injury to a person eligibie to receive any 
.. benefits required to be provided or voluntarily 

..* 
... provided by an insured under a workers' compensa- 

tion, non-occupational disability, or occupational dis- 
. . ---easelaw;. , . -  . 

e .  bodily injury .or' property damage .for which an 

nuclear energy liability polici or would be an insured 
but for its termination upon exhausfion of its limit of 
liability. A nuclear energy liability policy is a policy 

. ,.. .. ;. .. . . 

, .  . ,. insured.under this policy is also a n  insured under a 
. . . . 9  ' 
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1 .  

. : issued by Nuclear Energy Liability Insurance As- 
. , sociation, Mutual Atomic Energy Liability Under- 

writers, Nuclear Insurance Association of Canada, or 
any of their successors. 

b. to a person eligible to receive any benefits required 
to be provided or voluntarily provided under any 
workers’ compensation, non-occupational disability 
or occupational disease law; 

c. from nuclear reaction, radiation or radioactive con- 
tamination, all whether controlled or uncontrolled or 
however caused, .or any consequence of any of 
these; 

d. to a person other than a residence employee of an 
insured, regularly residing . on . .  any part of the insured 
location. 

. ,  . . .  . 
. .  , 

: ’  

3. Coverage M does not apply to bodily injury: 
a. to a residence employee if it occurs off the insured 

location and does not arise out of or in the course of 
the residence employee’s employment by an in- 
sured; 

SECTION II - CONDITIONS 
’ Limit of Liability. The Coverage L limit is shown in the 

Declarations. This is our  limit for all damages from each 
Occurrence regardless of the number of insureds, 
claims made or persons injured. 
The Coverage M limit is shown in the Declarations. This 
is our limit for all medical expense for bodily injury to 
one person as the result of one accident. 

2. Severability of Insurance. This insurance applies 
separately to each insured. This condition shall not 
increase our limit of liability for any one occurrence. 

3. Duties After Loss. In case of an accident or occurrence, 
the insured shall perform the following duties that 2pply. 
You shall cooperate with us in seeing that these duties 
are performed: 
a. give writien notice to us or our agent as soon as 

practicable, which sets forth: 
(1) the identity of this policy and insured; 
(2) reasonably available information on the time, 

place and circumstances of the accident or oc- 
currence; and 

(3) names and addresses of any claimants and avail- 
able witnesses; 

b. immediately forward to us every notice, demand, 
summons or other process relating to the accident or 
occurrence; 

C. at our request, assist in: 

1 

c 

18 

(1) making settlement; 
(2) the enforcement of any right of contribution or 

indemnity against a person or organization who 
may be liable to an insured; 

(3) the conduct of’suits and attend hearings and 
trials; and 

(4) securing and giving evidence and obtaining the 
attendance of witnesses; 

d. under the coverage - Damage to Property of 
Others: 
(1) submit a sworn statement of loss to us within 60 

(2) exhibit the damaged property if  within the 

e. the insured shall not; except at the insured’s own 
cost, voluntarily make payments, assume obligations 
or incur expenses. This does not apply to expense 
for first aid to others at the time of the bodily injury. 

4. Duties of an Injured Person - Coverage M. The injured 
person, or, when appropriate, someone acting on behalf 
of that person, shall: * 

a. give us written proof of claim, under oath if required, 

b. execute authorization to allow us to obtain copies of 

days afier the loss; and 

insured’s control; and 

as soon as practicable; 

medical reports and records; and 
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. -  
. .  c. submit' to physical examination by' a physician 

selected by Us when and as often as we . -  reasonably . .  
require. 

' -  to Coverage L shall be brought. against ' U i  until -the 
'.' obligation .of the insured h a s  been determined by final 

judgment or agreement signed by us.' :' ,::': :' ' . .  - .  .. , . . , .  , , . . .  . .  . .. . .  
- , . .. . . .. ' - ' - -  ' 

. , -  . 
. 2. . 

: , . . .  
5. Payment of Claim = Coverage M. Payment under this 

coverage is not an admission of liability by an insured or 
. ,. . .  , . .  . this policy. . ,. us. . . . . . .  . 

6. Suit Against Us. No action shail be brought against us 
unless there has been compliance with the policy 

. provisions. 
'- No one shall have the right to join us as a party to an 

action against an insured. Further, no action with respect 

7. Bankruptcy of an Insured. Bankruptcy or.insolvency of 
an insured shall not .relieve .us 'of our obligation under 

8. Other Insurance - Coverage L. This insurance is excess 
over any other valid and collectible' insurance except 
insurance written specifically to cover as excess over the 
limits of liability that apply in this policy, 

. . _ .  . . . .  , A ! . .  . . -  . .  
, .- , . . . . ' .  . .  

. .  . .  . 

SECTION I AND SECTION I I  - CONDITIONS 
1. Policy Period. This policy applies only to loss under 

Section I or bodily injury or property damage under 
Section I I  which occurs during the period this policy is in 
effect. 

2. Concealment or Fraud. This policy is void as to you and 
any other insured, if you or any other insured under this 
policy has intentionally concealed or misrepresented any 
material fact or circumstance relating to this insurance, 
whether before or after a loss. 

3. Liberalization Clause. If we adopt any revision which 
would broaden coverage under this policy without addi- 
tional premium, within 60 days prior to or during the period 
this policy is in effect, the broadened coverage will imme- 
diately apply to this policy. 

4. Waiver or Change of Policy Provisions: A waiver or 
change of any provision of this policy must be in writing 
by us to be valid. Our request for an appraisal or examina- 
tion shall not waive any of our rights. 

, .  . ,  . .  5. Cancellation. 
a. You may czncelthis policy at a n y  time by,notifying us 

in writing of the date cancellation is to take effect. We 
may waive the requirement that the notice be in 
writing by confirming the date and time of cancellation 
to you in writing. ' . 

, . .  b. We may cancel this policy only for the reasons stated 
- . . in this condition. We will notify you in writing of the 

date cancellation takes eff ect:"This cancellation 

, .., . 
, .. . 

is 

notice may be delivered to you, or mailed to yoi1f'- 

Proof of mailing shall be sufficient proof of notice: 
(1) When you have not paid the premium, we may 

cancel at any time by notifying you at least 10 
days before the date cancellation takes effect. 
This condition applies whether the premium is 
payable to us or our agent or under any finance 
or credit plan. 

(2) When this policy has been in effect for less than 
60 days and is not a renewal with us, we may 
cancel for any reason.' We may cancel by notijl- 
ing you at least 10 days before the date cancel- 
lation takes eff ed. 

your mailing address shown in the Declaratioi. 3 

(3) When this policy has been in effect for 60 days 
or more, oiat any time if it is a renewal with us, - 
we may cancel: : it 
(a) if there has been a material misrepresent&' 

tion of fact which, if known to us, would have 
. caused us not to issue this policy; or 

(b) if the risk has changed substantially since the 
policy was issued. 

We may cancel this policy by noti$ng you at least 
30 days before the date cancellation takes effect. 

(4) When this policy is written for a period longer than 
one year, we may cancel for any reason at an. 
niversary. We may .cancel by. notifying you at 

. .*. 
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. c. ,.When this policy is cancelled, the premium for the 
period from the date of cancellation to the expiration 
date 'will be refunded. When you request cancella- 

. tion, the return premium will be based on our rules for 
such cancellation. The return premium may be less 
than a full pro rata refund. When we cancel, the return 
premium will be pro rata. 

d. The return premium may not be refunded with the 
notice of cancellation or when the policy is returned 
to us. In such cases, we will refund it within a 
ressonable time after the date cancellation takes 
effect. 

r 2: . !.'Nonrenewal, We may elect not to renew this policy. If  we 
elect not to renew, a written notice will be delivered to 
you, or mailed to you at your mailing address shown in 
the Declarations. The notice will be mailed or delivered 
at least 30 days before the expiration date of this policy. 
Proof of mailing shall be sufficient proof of notice. 

7. Assignment. Assignment of this policy shall not be valid 
unless we give our written consent. 

8. Subrogation. An insured may waive in writing before a 
loss all rights of recovery against any person. If not 
waived, we may require an assignment of rights of 
recovery for a loss to the extent that payment is made by 

a 

us. 

If an assignment is sought, an insured shall: 

a. sign and deliver all related papers: 

b. cooperate with us in a reasonable manner; and 

c. do nothing after a loss to prejudice such rights. 

Subrogation does not apply under Section I I  to Medical 
Payments to Others or Damage to Properly of Others. 

9. Death. If  any person named in the Declarations or the 
spouse, if a resident of the same household, dies: 

a. we insure the legal representative of the deceased. 
This condition applies only with respect to the 
premises and property of the decezsed covered 
under this policy at the time of death; 

b. insured includes: 

(1) any member of your household who is an in- 
sured at the time of your death, but only while a 
resident of the residence premises; and 

(2) with respect to your property, the person having 
proper temporary custody of the property until 
appointment and qualification of a legal repre- 
sentative. , 

10. Conformity to State Law. When a policy provision is in 
conflict with the applicable law of the State in which this 
policy is issued, the law of the State will epply. 

OPTIONAL POLlCY PROVISIONS 
Thq following Optional Policy Provisions are subject to all the 

Is and provisions of this policy, unless otherwise indi- 
cated in the terms of the option. 
Each Optional Policy Provision applies only as indicated in 
the Declarations. 
Option A1 -Additional Insured. The definition of insured is 
extended to include the person or organization named in the 
Declarations as an Additional Insured or whose name is on 
file with us. Coverage is with respect to: 

1. Section I - Coverage A; or 

. .  
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2. Section II : Coverages L and M but only with respect to 
the residence premises. This coverage does not apply 
to bodily injury to an employee arising out of or in the 
course of the employee's employment by the person or 
organization. 

This option applies only with respect to the location shown in 
the Declarations. 
Option BP - Business Property. 
COVERAGE B - PERSONAL PROPERTY, Special Limits 
of Liability, item b. is changed as follows: 
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I '  I 4 .  . The $1,000 limit is replaced with the amount shown in the 

3ption BU - Business Pursuits. 

Declarations for this option. . , 

I Section I I  - Exclusion 1 .b. is modified as follows: 

1. Section II coverage applies to the business pursuits 
of an insured who is a: 
a. clerical office employee, salesperson, collector, 

I 
messenger; or 

b. teacher (except college, university and profes- I 
sional athletic 'coaches), school principal or I school administrator; 

while acting within the scope of the above listed 
occupations. I 

2. However, no coverage is provided: 

2. for bodily injury or property damage arising out 
of 2 business owned or financially controlled by 
the insured or by a partnership of which the 
insured is a partner or member; 

b. for bodily injury or property damage arising out 
of the rendering of or failure to render profes- 
sional servicEs of any nature (other than teeching 
or school administration). This exclusion includes 
but is not limited to: 

I 
I 
I 
I 
I 

(1) architectural, engineering or industrial design 
services; 

(2) medical, surgical, dental or other services or 
treatment conducive to the health of persons I or animals; and 

(3) beauty or barber services or treatment; 
c. for bodily injury to a fellow employee of the 

insured injured in the course of employment; or 
d. when the insured is a member of the faculty or 

teaching staff of a school or college: 
(1) for bodily injury o r  property damage arising 

out of the maintenance, use, loading or un- 
loading of: 

I 

I 
I 

(a) draft or saddle animals, including 
vehicles for use with them; or 

(b) aircraft, motor vehicles, recreational 
motor vehicles or watercraft, airboats, air 
cushions or personal watercraft which 
use a water jet pump powered by an 
internal combustion engine as the 
primary source of propulsion; 

owned or operated, or hired by or for the 
insured or employer of the insured or used 
by the insured for the purpose of instruction 
in the use thereof; or 

(2) under Coverage M for bodily injury to a puail 
arising out of corporal punishmen, i '- 

ministered by or at the direction of the In- 
sured. 

Option FA - Firearms. Firearms are insured for accidental 
direct physical loss or damage. 

The limits for this option are shown in the Declarations. The 
first amount is the limit for any one article; the second amount 
is the aggregate limit for each loss. 

The following additional provisions zpply : 

1. we do not insure for any loss to the property described in 
this option either consisting of, or directly and immedi- 
ately caused by, one or more of the following: 

a. mechanical breakdown, wear and tear, gradual 
deterioration; 

b, insects or vermin; 

c. any process of refinishing, renovating, or repairing; 

d. dampness of atmosphere or extremes of tempera 
tures; 

e. inherent defect or faulty manufacture; 

f -I, 

f. rust, fouling or explosion of firearms; 

9. breakage, marring, scratching, tearing or denting 
unless caused by fire, thieves or accidents to csn- 
veyances; or 
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I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

1 .  

h. infidelity of an insured's employees or persons to .. 
whom the insured property h a y  be entrusted or 
rented; ' 

2, our limit for loss by any Coverage B peril except theft is 
the limit shown in the Declarations for Coverage B, plus 
the aggregate limit; 

3. our limits for loss by theft are those shown in the Decla- 
rations for this option. These limits apply in lieu of the 
CoveraGe 8 theft limit: and 

4. our limits for loss by any covered peril except those in 
items 2. and 3. are those shown in the Declarations. 

Option HC- Home Computer. The Section I - Special Limits 
of Liability for electronic data processing equipment and the 
r :#ins or storage media used with that equipment is 
intY&s?d to be the amount shown on the Declarations for 
this option. 
Option 10 -Incidental Business. The coverage provided by 
this option zpplies only to that incidental business occupan- 
cy on file with us. 

1. Section I: COVERAGE 8 - PERSONAL PROPERTY is 
extendEd to include equipment, supplies and furnishinas 
usual 2nd incidental to this business occupency. This 
Optional Policy Provision does not include electronic data 
processing equipment or the recording or storage media 
usad with that equipment or merchandise held 2s 
szmples or for sale or for delivery after sale. 
The Option 10 limits are shown in the Declarations. The 
first limit applies to property on the residence premises. 
The second limit applies to property while off the 
,?sidence premises. These limits are in addition to the 

Special Limits of Liability on property used or intended 
for use in a business. 

2, Section 11: The residence premises is not considered 
business property because an insured occupies a part 
of it as an incidental business. 

3. Section II:  Exclusion 1 .b. of Coverage Land Coverage M 
is replaced with the following: 

t b, bodily injury or property damage arising out of 
business pursuits of an insured or the rental or 

siection I ,  COVERAGE B - PERSONAL PROPERTY, 
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holding for rental of any part of any premises by 
an insured. This exclusion does not apply: 
(1) to activities which are ordinarily incidental to 

. non-business pursuits or to business pure 
suits of an insured which are necessary 01 
incidental to the use of the residence 
premises 2s an incidental business; 

(2) with respect to Coverage L to the occasional 
or paktime business pursuits of an insured 
who is under 19 years of age; 

(3) to the rental or holding for rental of c 
residence of yours: 
(a) on a occasional basis for exclusive us6 

as a residence; 
(b) in part, unless intended for use as 2 

residence by more than two roomers or 
bozrders; or 

(c) in p x t ,  2s an incidental business or 
private garage; 

(4) when the dwelling on the residencf 
premises is 2 two family dwelling and yoc 
occupy one peri and rent or hold for rental thE 
other part; or 

(5) to farm lznd (without buildings) not in exces: 
of 500 acres, rented or held for rental tc 
others. 

4. This insurance does not zpply to: 
a, bodily injury to 2n employee of an insured arisinc 

out of the residenco premises as an incident2 
business other than to a residence employee whik 
engaged in the employee's emploirnent by an ir,. 
sured; 

b. bodily injury to a pupil arising out of corporal punish 
ment administered by or at the direction of the in 
sured; 

c. liability arising out of any acts, errors or omissions 0 
an insured, or any other person for whose acts ar 
insured is liable, resulting from the preparation 0 
approval of data, plans, designs, opinions, re?Qfls 
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programs,'specifications, sipetvisory inspections or 
engineering services in the conduct of an insured's 

.incidental business involving data processing, corn- 
puter consulting or computer programming; or 

d. any claim made or suit brought against any insured 
by: 

(1) any person who is in the care of any insured 
because of child care services provided by or zt 
the direction of: 

(2) any insured; 
(b) any employee of any insured; or 
(c) any other person actually or apparently zc- 

ting on behalf of any insured; or 
(2) zny person who makes a claim because of bodily 

injury to any person who is in the care of m y  
insured because of child care servicEs providcd 
by or at the direction of; 

(2) any insured;  

(b) any employee of any insured; or 

(c) any other person actually or apparently 
acting on behalf of any insured. 

Coverage M does not apply to any person indicated 
in (1) and (2) above. 

This exclusion does not epply to the occasional child 
care services provided by any insured, or to the 
part-time child care setvices provided by any insured 
who is under 19 years of age. 

Option JF  - Jewelry and Furs. Under SECTION I - ADDI- 
TIONAL COVERAGES' iten 10. is changed as follows: 

1. the 11$1,500" limit is replaced with the first amaunt 
shown in the Declarations for this option; and 

2. the "$2,500t1 limit is repkced with the sxond amount 
shown in the Declarations for this option. 

Option SG -Silverware and GoldwareTheft. The theft limit 
on silverware and goldwzre is increesed to be the amount 
shown in the Declarations for this option, 

, .  - 
c 

IN WITNESS WHEREOF, this Company has execukd end attested these presents; but this policy shall not be valid unless 
countersipd by the duly authorized Agent of this Compeny at the agency hereinbefore mentioned. 

&f- Secretary President 

The Board of Directors, in accordance with Article Vl(c) of this Company's Articles of Incorporation, may from time to time distri'.-+e 
equitably to the holders of the psrticipating policies issued by said Company such sums out of iis emings as in its judgme, 2 
proper. 
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