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Principles of Risk Management
A.Assume you are a financial planner who is tasked to evaluate the couple’s HO-3 policy. Based on the facts given, do you believe that Jack and Jane’s coverages are adequate? If not, make several recommendations for improving the coverage. 
Jack and Jane have subscribed for the HO-3 policy. The policy covers the activities of a special form. The activities include dwelling and structures in which there is a direct loss of the property. The losses to the dwellings are covered by the policy apart from the excluded losses. Personal property is covered on a certain basis of perils. From the case analysis that is presented, the coverages are adequate and can be used to cover up for any peril or destruction that may take place. 
B. A fire damaged one bedroom of the home. The actual value of the loss is $10,000. The cost of repair is $16,000. How much will the insurer pay for the loss?
The damage that took place in the house was caused by a fire which is unexpected peril and one that is covered under the HO-3 policy. The insurer will pay $6,000 so as to cover for the extra amount that is needed. The actual value is the amount that is present and so the insurer needs to add an extra 6,000 so as to cover for the loss.
C. A burglar broke into the home and stole a new television, jewelry, and several paintings. The actual cash value of the stolen property is $4,000. The cost of replacing the property is $9,000. In addition, the coin collection was taken. Indicate the extent if any, to which unendorsed H0-3 policy will cover these losses.
According to the unendorsed policy, it states that it covers personal property that is owned by an insured and that is also used by an insured person when it is found anywhere in the world. As the policy states, it will cover activities and property that is owned by the insurers. The insurer will pay for $9000 and the amount that was in the coin collection. This will cover the losses of the taken coin collection (Haughey and Sherriff, 2011).
D. Assume that Jack and Jane have a disagreement with their insurer concerning the value of the above losses. How would the dispute be resolved under their HO-3 policy?
The HO-3 policy provides that when a dispute arises among the homeowners with their insurer, there should be someone who is appointed to appraise the insurance. Each party, in this case, appoints their appraiser who is competent. The appraiser will proceed to select an umpire and if the two appraisers do not agree on the subject within 15 days, the matter will proceed to a court in which the judge will appoint an umpire. The matters that are not accepted by the two will be determined by the umpire. The umpire and the two appraisers will have a written agreement that will be binding on two parties. 
E.Assume that Jane operates an accounting business from her home. Her home business office contains a computer used solely for business, office furniture, file cabinets, and other business personal property. Explain whether her HO-3 policy would cover business personal property used in a home business. 
Under the H0-3 policy, the policy only covers personal business property that is either owned or used by the insured and covers only $2500. That is the amount that the insurer can cover. But since Jane owns a large part of the property, she will need to extend and subscribe to a premium that will cover the other business property.
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