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Most insurance companies will give homeowners a choice in selecting one of two approaches to insuring their 
property. The premium paid for each approach will reflect the extent of coverage provided. 

The lower cost approach is called a named peril policy. Perils are events, such as a fire or windstorm, which 
cause a loss to property. If coverage applies only when a named peril occurs, then all perils that have not been 
named are excluded. 

The higher cost approach is often referred to as an open-peril or all-risk policy. While these terms might seem 
to suggest unlimited coverage, this type of policy has boundaries just like the named-peril policy. The 
difference is that instead of naming perils, it is the exclusions that are identified. This leaves the realm of 
potential perils open to the imagination, but still in the confines of those events where no coverage is intended. 

A corollary to these approaches can be seen in the legal enforcement of the policy contract. When perils are 
named, the burden of proof rests with the insured to prove that a covered peril damaged the property. Whereas, 
when perils are left open, the burden of proof lies with the insurance company to prove that an exclusion applies 
to the event causing damage to the property. A comparison between the two approaches will necessarily involve 
examining the named perils of one and the exclusions of the other. 

Insurance companies sometimes write and file their own policies. When a company chooses not to file its own 
policies, it will use standard forms that are available from rating organizations. 

Insurance Services Office Inc. (ISO) is an organization which writes standard policies for its member insurance 
companies. It also helps with the rating process by providing loss costs information from its large collection of 
historical data. 

Since it is one of the largest of such organizations, ISO policies will be used to compare the two approaches. 
However, you should consult the actual policy sold by your insurer for the scope of its coverage. 

ISO has four policy choices available to the usual homeowner. There also is a specialized policy for a unit 
owner (e.g., condominium) and a renter. Two of the four homeowners policies are rarely sold (HO-1 and HO-8) 
and, in fact, the HO-1 is not approved in New York, so we will restrict our comparison to the Homeowners 2 
Broad Form (HO-2) policy and the Homeowners 3 Special Form (HO-3) policy. Each of the approaches to 
insuring a home (named peril and open peril) is represented by these two policies. 
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General exclusions 
Neither policy intends to provide coverage for certain events that are listed below: 

1. requirements of an ordinance or law in the construction, repair or demolition of a structure;  
2. earth movement;  
3. flooding or the backup of a sewer or sump;  
4. power failure off the premises;  
5. neglect or indifference to loss;  
6. war;  
7. nuclear hazard; and  
8. intentional loss.  

If desired, some of these perils (e.g., flood or earthquake) may be covered by purchasing an optional 
endorsement or a separate policy. 

HO-2 
This is a named peril policy covering the 16 perils listed below: 

1. fire and lightning;  
2. windstorm and hail;  
3. explosion;  
4. riot and civil commotion;  
5. aircraft and spacecraft;  
6. vehicles;  
7. smoke;  
8. vandalism or malicious mischief;  
9. theft;  
10. falling objects (e.g., trees);  
11. weight of ice, snow or sleet;  
12. plumbing or appliance leakage;  
13. sudden and accidential boiler and air conditioner damage;  
14. freezing of plumbing or appliances;  
15. electrical surge or brownout damage; and  
16. volcanic eruption (above-ground damage only).  

Collapse of buildings caused by certain conditions and glass breakage also are covered under a section of the 
policy titled Additional Coverages. Take note that some of these perils are subject to further clarification in the 
policy. You may have observed that this list includes most of the perils that the typical home is exposed to, 
unless vulnerable to flooding or earthquakes. But there could always be some event not included in this list that 
causes damage to property. 

HO-3 
Personal property of the homeowner is covered for the named perils listed under the HO-2 policy. The dwelling 
and other structures at the residence are covered for all risks of direct loss to property except (in addition to the 
General Exclusions): 

1. collapse, if not otherwise covered under the Additional Coverages section;  
2. freezing of plumbing or appliances, where reasonable prevention measures were not taken (also 

excluded under the HO-2);  



  

 

3. freezing, thawing, pressure or weight of water or ice to certain structures or parts of structures (e.g., 
swimming pool);  

4. theft in or to a dwelling under construction (also excluded under the HO-2);  
5. vandalism and malicious mischief, when the dwelling has been vacant for 30 or more days (also 

excluded under the HO-2);  
6. wear and tear;  
7. inherent vice, latent defect or mechanical breakdown;  
8. smog, rust, corrosion or rot;  
9. release of pollutants, unless caused by an HO-2 peril;  
10. settling, shrinking, bulging, cracking or expansion of most structural components; and  
11. birds, vermin, rodents or insects (e.g., termites or squirrels); animals owned or kept.  

 
 
Any ensuing peril originating from these listed exclusions that is not otherwise excluded would be covered. For 
example, a fire which results from mice chewing on wires or water leakage from rusted pipes would 
nevertheless be covered. 

Personal property can be covered similarly on an open-peril basis if the required endorsement (Special 
Personal Property Coverage—HO 00 15) is purchased. 

Open peril examples 
Homeowners often inquire about the kinds of events that would be covered under an HO-3 policy, but not an 
HO-2 policy. In other words, is the difference in coverage worth the added cost? 

Here are some examples of actual claims paid under the HO-3 policy, but not payable under the HO-2 policy: 

• An unbalanced washing machine took a walk and damaged the hot water heater;  
• A window left open in a rainstorm allowed water to damage the interior walls and floor;  
• Water backed up on the roof, causing leaks, where no physical damage was done to the roof (often 

called an ice dam—very common in the Northeast);  
• A fence was damaged by the new 16-year-old driver of the family car;  
• While a homeowner was moving a large dresser, it rolled down the stairs and through a wall;  
• A homeowner's young child with a hammer did some redecorating;  
• A homeowner missed the joists while attic walking and fell through the ceiling;  
• A deer bled and roughed up the interior of the home after jumping through a picture window;  
• A chandelier fell while it was being cleaned;  
• A furnace working overtime due to a faulty thermostat warped cupboards and ruined drapes;  
• A countertop was scorched from a hot appliance.  

This is a coverage summary. Please refer to the actual policy for terms, coverage, conditions and exclusions. 
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With respect to all information found in this communication, PIA of Florida and its directors, officers, members, or employees make no warranty, express or implied, or 
assume any legal liability or responsibility for the accuracy, completeness, or usefulness of any information contained therein. PIA of Florida does not warrant that the 
information or services will meet any specific requirements; nor will it be error-free or uninterrupted; nor shall PIA of Florida be liable for any indirect, incidental, or 
consequential damages sustained or incurred in connection with the use of information in this communication. Under no circumstances will PIA of Florida be liable for 
any loss or damage caused by anyone's reliance on information contained in this communication. 1-05 

 

 


