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Many homeowners are taking advantage of the current financial market and choosing to renovate

their homes. Updated kitchens, finished basements and elaborate family rooms enhance the value of a

home in many ways. However, construction projects can open a Pandora’s box of issues. It’s essential

that homeowners take certain preventative measures, including seeking the guidance of an insurance

professional regarding the renovations or improvements being made. The following recommendations

can help to prevent disasters from occurring:

Seek references on contractors who will be working on the project.

Client references will provide feedback on a contractor’s history of promptness and performance.
The Better Business Bureau can advise of any reports of impropriety by the contractor.

Your state’s Contractors Licensing Department can provide information about complaints that
have been filed against licensed contractors.

Local Chamber of Commerce and construction associations can provide evidence of reports on
contractor’s quality of work.

Have your insurance advisor and attorney review all contracts for insurance requirements

prior to executing.

Most agreements include an insurance provision that outlines your responsibility as well as what is
required of the contractor.

Legal review is also recommended to avoid any contractual transfer of liability or performance
requirements that do not meet your objectives.

Discuss the nature of construction or renovation fully with your insurance broker so the agent can
notify your insurance carrier. It is important to note that additions or alterations to your home can
limit or change your coverage.

Who is responsible for materials in transit and stored at the site of the construction? If you are, is
the limit in your policy adequate? What security measures are being taken to protect these
materials?

Check local ordinances and permit requirements for compliance before you begin improvements.

Your insurance agent should review the valuation clause of your policy to determine what your
property limit needs to be to avoid a gap in coverage. Your home coverage limit should be reviewed
periodically throughout the course of the project to ensure proper insurance to value in the event
of a claim during this time.

Your insurance carrier can provide free risk-management advice prior to and during the course of
construction as well as information on security and safety systems that provide premium credits on
a long-range basis and more importantly, improve the overall life safety for you and your family
members. For example, installing alarm systems or additional alarm components, sprinkler systems,
storm shutters and alternative water sources are much easier during the construction phase than
after the fact.
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Require all contractors to provide a current certificate of insurance.

Standard certificates of insurance should be mandatory for all vendors.

If you hire a general contractor (GC), management of certificates of insurance for all
subcontractors should be included in the responsibilities of the GC.

It is highly recommended that there be a contract between the GC and all subcontractors
performing work on the project. The contract should require all subcontractors to maintain
worker’s compensation, general liability, automobile and umbrella insurance and stipulate minimum
required insurance limits. There should also be contractual language that indemnifies, holds
harmless, waives subrogation and defends the GC, the owner, architect and engineer. The contract
should be reviewed by your attorney.

Have your insurance agent review any certificates of insurance that are provided. Limits of
liability, effective dates, policies and carriers should also be reviewed.

If the construction project extends beyond the expiration date of the policies, you should receive
an updated certificate.

If your agreement requires that your contractor name you as additional insured, your certificate
should include this language.

If the project is operating under a separate entity such as a Limited Liability Corporation, this
entity should be named in your liability and umbrella policies.

Keep safety devices (alarms, extinguishers, etc.) and procedures active during the

construction.

Some contractors disconnect devices for convenience, which can leave you vulnerable. If security
devices and/or sprinklers need to be disconnected your insurance agent should be advised.
Central station monitoring companies do offer an “automatic alarm activation” component. So if
a contractor forgets to activate the system at the end of the work day, the alarm company can do
so for you to ensure the alarm system is active during evening hours.

Efforts can be made to protect sensitive security devices from the dust and dirt caused by
construction. Discuss this loss control effort prior to the work getting started.

Review the procedure for daily site clean up. Industrial cleaners, paints, varnishes, finishes and
their applicators can result in fire if not handled, stored or cleaned properly. Also, clear rules
should be established about smoking on or near the site.

Confirm that proper security procedures are followed when excavation takes place.

If security codes are needed, your monitoring company can provide temporary codes with limited
access periods. Deactivate these codes upon completion of the project. As additional security
measure consider changing your locks after the project is completed.
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[0 5. When the work is complete, review all insurance coverage for accuracy.
= Keep all financial and contractual records for the project.

= Are all entities included in your policy? Did you remove those applying only to the construction
and add any entity created as a result of the construction?

= s the property limit on your home accurate and reflective of the increased value of your home?
= Review your contents coverage and determine if it needs updating,

= Did you add custom “built-ins,” such as antique fireplaces, wall mounts, woodworking or antique
chandeliers? Can these be added to a valuable articles schedule at a lower rate?

= s your liability limit adequate with the increased value of your home or the addition of a pool or
hot tub?

Improvements and additions can be exciting and rewarding luxuries to your home. With a minimal
amount of preparation and forethought, your renovation project can prove to be less painful during
constructions and far more enjoyable upon completion.
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The information in this checklist has been prepared by Hub International 1imited Personal Insurance for general information purposes only and does not
constitute professional advice, whether legal, insurance or otherwise. This information is presented without any representation or warranty whatsoever, including as
10 the accuracy or completeness of the information. You are urged to consult your own professional advisor about your home improvement needs.
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