










Here is a list of things in the industry that I believe we will see changes in over the next couple of years. 
  

1. Actual Cash Value, Functional Replacement Cost and Replacement Cost: We are seeing more 
companies offer Functional replacement cost to insureds to help off set the cost of 
insurance.  Here is the definition: Functional Replacement Cost Provision or Endorsement — a 
property insurance provision changing the valuation basis otherwise applicable (actual cash value 
(ACV) or replacement cost (RC) value) to valuation at the cost to replace the damaged or 
destroyed property with property that serves the same function. Used when replacement of 
damaged property with substantially identical property is either impossible (perhaps due to 
technological change) or unnecessary. Companies have offered this for older homes where 
things cannot be replaced because they are one of a kind or no one does that type of 
construction any more.  They are now offering it to newer homes.  For landlords who might know 
a contractor and can get a good deal or where they fix it themselves, this might save you some 
money.  We are also seeing a greater need in the industry for insurance companies to only pay 
actual cash value on roofs.  Some companies offer the option to have ACV of roofs.  There are 
several other companies that won't write homes if a roof is over 20 years old.  This is just 
something to be aware of. When you are willing to take on a bigger risk you will pay less on your 
policy. 

2. What do you do when you have a vacant rental home?  Many people do not know that if they 
have a home that is vacant more than 30 days, coverages start going away.  Why? you might 
ask? When a property doesn't have someone there, it is more likely to have someone break in 
and vandalize or steal.  We have some companies that as a landlord, you have the option to 
change the policy from rental to vacant and back.  We just want you to be aware that having a 
vacant home can cause issues with a rental home. 

3. Short term rentals?  How does insurance feel about these?  As I said in the meeting last night, if 
you have a rental that you use as a short term rental, you need to have the endorsement on the 
policy to cover that.  If you do not, there may not be coverage.  If you need more information 
please let us know.  We will be glad to assist you. 

4. What is a dwelling fire policy verses a commercial rental policy?  When you own a house, condo, 
etc. that you rent to a tenant you have the option of what kind of policy that you want to have.  If 
you only have one or two houses, the dwelling fire might be the way to go.  There are some 
companies that require that they have your homeowners policy in order to write them, others will 
not.  These typically are less expensive than if you have then on a commercial 
policy.  Companies will also sometimes limit how many you can have.  On dwelling fires you can 
have them in your personal name and some companies will write them in business name.  It will 
depend on the insurance guidelines for that company.  A commercial policy has the ability to have 
many units on the same policy.  It typically gives you better coverage as far as loss of use, how 
they cover things-some will allow the appliances that you provide for you tenant under the 
dwelling amount which is a lower rate than business personal property.  This policy will also allow 
higher liability amounts.  As with all companies, you would need to meet the underwriting 
guidelines for that company.   

 


