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Navigating Wildfire Damage:
How a Commercial Property Policy
Responds to Direct & Indirect Losses

Wildfires can wreak havoc on commercial buildings, leading to extensive damage and financial losses for businesses.
Understanding how a commercial property insurance policy responds to wildfire damage is crucial for business owners.
In this article, we will provide a comprehensive overview of how a typical commercial property policy covers both direct
and indirect expenses in the aftermath of a wildfire. By delving into the specifics of coverage, policyholders can gain a
clearer understanding of their protection and navigate the claims process with confidence.

Direct Damage Coverage

When a commercial building is directly impacted by a wildfire, the insurance policy's direct damage coverage comes
into play. Here's a breakdown of the key elements:

e Structural Damage: In the event of partial or total destruction of the commercial building due to the wildfire,
the policy will typically cover the costs of repairs or reconstruction. This encompasses the building's
foundation, walls, roof, windows and other structures that have sustained direct damage.

e Business Property Damage: The policy is designed to provide coverage for damage to business property
within the commercial building caused by the wildfire. This includes equipment, machinery, inventory,
furnishings and fixtures that are directly affected by the fire.

Indirect Damage Coverage

Beyond the immediate physical harm, wildfires can lead to indirect losses for businesses. The following components
address such indirect damage:

e Business Interruption: When a commercial building becomes temporarily uninhabitable or inoperable due to
the wildfire, business interruption coverage becomes vital. It compensates for the loss of income and ongoing
expenses during the restoration period. This includes fixed costs like rent, payroll, utilities and other expenses
that persist even if the business cannot operate.

e Extra Expense Coverage: To expedite the resumption of business operations, extra expense coverage is
instrumental. It reimburses additional costs incurred to minimize downtime and mitigate the impact of the
damage. These expenses may include renting temporary office space, leasing equipment, relocating to an
alternative location or expediting repairs.

e Debris Removal and Site Cleanup: After a wildfire, the process of debris removal and site cleanup is
paramount. Commercial property policies typically include coverage for these essential tasks, encompassing
the costs associated with removing damaged structures, debris, ash and any hazardous materials. The policy
also extends to cover necessary cleanup and restoration activities to restore the property to its pre-loss
condition.

Other Considerations

In addition to the aforementioned coverage, there are a few other important considerations to keep in mind:

e Civil Authority Coverage: If access to the commercial property is restricted or prohibited by civil authorities
due to the wildfire, civil authority coverage may apply. This coverage compensates for the loss of income
during the period of restricted access.
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Contingent Business Interruption: If the business depends on suppliers, customers or key service providers
affected by the wildfire, contingent business interruption coverage may provide compensation for the resulting
loss of income.

Here are three important steps to follow when submitting a claim for wildfire damage covered by a commercial property
insurance policy:

1.

Promptly Notify Your Insurance Company: As soon as possible after the wildfire incident, contact your
insurance company to report the damage and initiate the claims process. Prompt notification is crucial to
ensure a timely response from the insurance company. Be prepared to provide detailed information about
the extent of the damage, including photographs, videos and any relevant documentation, such as the fire
department's report or incident records.

Document and Assess the Damage: Thoroughly document the damage caused by the wildfire. Take
photographs and videos that clearly capture the affected areas, including both the direct physical damage
and any indirect losses. Create an inventory of damaged business property, including equipment,
machinery, inventory and furnishings. Document the condition of the building's structure and any additional
expenses incurred due to the fire, such as emergency repairs or temporary relocation costs.

Work Closely with Your Insurance Adjuster: Upon reporting the claim, your insurance company will
assign an adjuster to evaluate the damage and guide you through the claims process. Establish open lines
of communication with the adjuster and provide them with all the necessary documentation, photographs
and records of the damage. Cooperate fully during the adjuster's inspection of the property, highlighting any
additional information that may be relevant to your claim.

When wildfires strike and commercial buildings suffer damage, a comprehensive commercial property insurance policy
is vital for safeguarding businesses. By understanding how these policies respond to both direct and indirect losses,
policyholders can navigate the claims process more effectively and ensure they receive the necessary financial support
for repairs, business interruption and cleanup. It is crucial to review policy terms and limits, promptly report the damage
and work closely with insurance professionals to document the losses and facilitate a smooth claim settlement. With the
right knowledge and support, businesses can recover and rebuild after the devastation caused by wildfires.

Consult the HUB Crisis Resource Center for current information on significant disaster events.



https://www.hubinternational.com/products/risk-services/hub-crisis-resources/?sc_lang=en

