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MOST COMMON MISTAKES AN INSURED MAKES
WHEN USING A CONTRACTOR
MOST INSUREDS DO NOT:

0 Realize that the contractor is going to profit 25-50% on your repairs.

O Read the contractor’s contract where the homeowner gives the insurance company and/or mortgage company the
authorization to pay the contractor directly without the insured’s name on the check.

O Read the contract where it states the contractor is not responsible for code improvements.

Obtain a detailed schedule of draws on the payments for the repairs. Most insured release too much money

upfront and the contractor never finishes the work.

Receive a Proof of Insurance from the contractor.

O

Insist that the contractor post a performance bond on your loss.

Make sure all bills have been paid BEFORE another draw is paid.

Obtain a detailed list of repairs on your work showing how much the contractor is receiving for each item.
Receive a lifetime smoke loss warranty that would be transferable to future owners.

Have the contractor seal the attic cavity brown to match before the fire. Most of the time they spray the attic
white.
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Obtain the smoke analysis test available from Barker Herbert Laboratories.

Receive a structural engineer’s report.

Replace burned roof or wall framing instead of scissoring to the existing structure.

Realize if you are paid for plaster ceilings and walls, and the contractor replaces with drywall (less cost), you
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keep the difference and decide how you want to apply it to your home instead of letting the money go into the
contractor’s pocket.

O Realize they are entitled to any benefit of decreased costs of repair due to use of less costly materials. The
difference may be used in other improvements as opposed to increasing the contractor’s profit margin.

O Require that a detailed inventory of all personal property removed from the house be completed BEFORE it is
removed.

0 Understand that to contract repairs too quickly may result in disadvantageous allocation of funds. Perhaps to
agree on all settlement figures for all coverages first will allow more advantage to the insured.

0 Require contractually that the final draw be paid 30 days after the insured has moved back into the structure.

O Contractually require first rights to all salvage, i.e. cabinets, aluminum siding, and other accessories.

THE CONTRACT SHOULD INCLUDE

O A guarantee of costs unless changed by written agreement signed by the insured.

O

A specific completion date to which the insurance company is in written agreement.

O A warranty that all electrical, heating and plumbing work will be performed by currently licensed tradesmen,
proof of which will be supplied upon demand.

O Specification of who is responsible for utility costs during the restoration process.

O A requirement that the insured have the right of written approval of all materials used based on contractual
allowances for cabinetry, light fixtures, plumbing fixtures, trim and doors, windows, floor coverings and trim
hardware.

0 Quality of material used may vary greatly. One can suffer loss of value mounting to thousands of dollars if he/

she does not demand that material of equal or greater value be used.
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