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Consumer Article:
“The Homeowners Policy & Consequential Damage”

Here's the scenario: Windstorm and/or hail has damaged shingles on the roof of your home.
Since the roof is over 15 years old, replacing selected shingles with new ones will make the
roof unsightly. So, of course, you want the entire roof replaced. The insurance company
refuses, saying their only contractual obligation is to replace the damaged shingles. How does
your homeowners policy respond?

According to the "ISO standard" homeowners forms, "We insured against risk of direct loss to
property described in Coverages A and B only if that loss is a physical loss to property." In
other words, the homeowners policy says it only covers DIRECT damage. It is understandable
that an insured doesn't want a few new shingles on an old roof...it would look bad. However,
the policy doesn't cover the consequential loss/expense of replacing the entire roof since the
remaining shingles have not been damaged by other than normal wear and tear which is
excluded elsewhere in the policy.

However, it does seem that there is a movement to cover some of these losses. One argument
we've seen is the Pair & Set clause in the policy...looking at the entire "set" of shingles as a
whole, this valuation provision says you have to pay the difference between the value of the
set before and after the loss. However, we believe that this is a pretty weak argument, despite
an October 2000 lower court case in Minnesota that found coverage. Courts have been
divided on this issue, though there appear to be more courts siding with the opinion that
there is no coverage...whether there is coverage or not may depend on precedent-setting
court cases in your state.

In some states, statutes may govern how such losses are adjusted. For example, Florida
statute 4-166.028 says, "[R]eplacement of the damaged portion of a roof which has faded
does not require replacement of the entire roof...."



The Pair or Set clause is an interesting approach and quite possibly a valid one in some
jurisdictions. One problem, though, is the valuation used in this clause. Valuation under the
homeowners policy for building "damage" is usually replacement cost. However, the Pair or
Set clause says:

"Loss to a Pair or Set. In case of loss to a pair or set 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 cash value of the property before and after the loss."

Since the valuation basis for this clause is "actual cash value" (replacement cost minus
depreciation for wear and tear, weathering, etc.), it does not appear to support the full
replacement cost of roof shingles.

Where only a few shingles are involved, some adjusters (citing the "repair" condition of the
policy) argue that shingles from a less visible area of the roof can be moved to replace
damaged shingles in a more visible area. Finally, in most policies, there is a specific exclusion
for "wear and tear," which is the actual "damage" to the shingles not harmed by hail.

As you can see, unless there are court cases in your state at the Appeals or Supreme Court
level that support replacement of the entire roof if only a few shingles have been damaged,
there is a strong contractual argument that such consequential damage is not covered by the
standard homeowners policy.
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NOTE: Policy coverages and circumstances can change at any time, so the information above may not be
accurate at the time of reprinting or subsequently to that time. IABA does not assume and has no responsibility
for liability or damage which may result from the use of any of this information. The most current, up to date
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**Saylor Insurance Service, Inc. is a local Independent and Trusted Choice® agency that represents
multiple insurance companies, so it offers you a variety of personal and business coverage choices and
can customize an insurance plan to meet your specialized needs. You can visit Saylor Insurance at 21
Main Street, Sabetha, Kansas, inside the Morrill & Janes Bank Building, online at
www.saylorinsurance.com, or call us at 785-284-3435 or toll free at 888-736-2265.
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