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THE SCIENCE OF DRYWALL



« Gypsum board is the generic name for a family of panel-
type products consisting of a noncombustible core, primarily
of gypsum, with a paper surfacing on the face, back, and
long edges.

« Gypsum board is often called drywall, wallboard, sheetrock
or plasterboard and differs from products such as plywood,
hardboard, and fiberboard, because of its noncombustible
core.



® A drywall panel is made of a paper liner wrapped around
an inner core made primarily from hardened gypsum
plaster.

Drywall is typically available in 4 ft (1219 mm) wide
sheets of various lengths. Newly formed sheets are cut
from a belt, the result of a continuous manufacturing
process.

® The core material of drywall, gypsum, is available in two

forms, pure gypsum, which is naturally occurring, and
synthetic gypsum, which is manmade.



»What is gypsum?

s Pure gypsum is a white to transparent mineral, but sometimes impurities
color it grey, brown, or pink.

% Synthetic gypsum is generally manufactured with byproducts of coal-fired
power plants.



» The manufacturing process

¢ In order to form drywall, gypsum must be “calcined,” or
partially dehydrated by heating.

L)

* When gypsum is heated, it loses about three quarters of its
water and becomes hemihydrate gypsum which is soft and
can be easily ground to a powder called hemihydrate gypsum
plaster.

L)

L)

» The gypsum powder is then mixed with water to form a paste
or slurry.

L)



The manufacturing process
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» The manufacturing process

"  While the hemihydrate gypsum plaster is in slurry form, it is
poured between two paper layers to make drywall.

® Drywall is formed by sandwiching a core of wet gypsum
between two sheets of heavy paper or fiberglass mats. When
the core sets and is dried in a large drying chamber, the
“sandwich” becomes rigid and strong enough for use as a
building material.

®  The paste or slurry is typically mixed with fiber (usually paper
and/or fiberglass), plasticizer, foaming agent, potash as an
accelerator, starch or other chelate as a retarder, various
additives that increase mildew and fire resistance (fiberglass or
vermiculite), and water.



How Is Chinese Drywall Different?



WHAT IS CHINESE DRYWALL?

¢ Tainted 1/2” Chinese drywall contains strontium sulfide,
iron sulfide, and calcium oxide

“* Investigators have found three types of sulfide gasses
including carbon disulfide, carbonyl sulfide, and dimethyl
sulfide.



The Difference Between Chinese
Drywall and Domestic Drywall

dAtomic absorption and electron microscopy to detect
sulfur content and strontium content

A Possible source of sulfur and other contaminants
- Mined gypsum
» Coal fire power plant fly ash

- Recycled defective drywall
» Other



What Problems Exist With Chinese
Drywall?

» Rotten Egg Smell

« Strontium sulfide is a gray powder that emits a hydrogen sulfide, or
“rotten eggs”, odor when exposed to heat and moisture

» Corrosion of Metal Components

« HVAC systems (evaporation coils), smoke detectors, fire sprinkler
systems, electrical wiring, metal plumbing, natural gas distribution
components, and other household appliances

» U.S. Consumer Product Safety Commission Report

« 3 studies of 51 homes

« Studies found “a strong association between the problem
drywall, the hydrogen sulfide levels in homes with that drywall,
and corrosion in those homes.”



Corroded A/C Caoils Normal A/C Coils






Corroded Freon Line



Corroded Plumbing Normal Plumbing



Corroded Wiring Normal Wiring









ad From 1997 through 2001, Knauf Gips established
three plasterboard plants located in Wuhu, Tianjin,
and Dongguan, China, respectively.

d The combination of the building boom beginning in
2004 and natural disasters in 2005 led to a shortage
of U.S. made drywall. Builders bought Chinese

drywall.



O At least 550 million pounds of Chinese drywall came into the United
States from approximately 2004 to 2006 -- enough to construct 60,000
average-size homes.

O Nearly 60 percent of the Chinese drywall that came into the United
States came in through Florida ports.

O Miami’s port received the largest number of shipments of Chinese
drywall. Public records show that more than 100 million pounds of
Chinese drywall were off-loaded in Miami.

O Other ports with significant Chinese drywall off-loading include Port
Everglades (8o million pounds), Tampa, (50 million pounds), as well
as Port Manatee, Pensacola, Port Canaveral, and Jacksonville.



e Primarily in Southern and Southeastern states
e Florida and Louisiana probably primary states

e U.S. Consumer Product Safety Commission Report

e “We believe no new Chinese drywall has entered the United
States in 2009.”















Q All risks
v' Commercial Property Form (CP 00 17)
v Homeowners HO-3 Form (HO 00 03)
» Typically limited to Dwelling Coverage
1 Named Risks
v Homeowners HO-3 Form
» Personal Property Coverage

» 16 Specific Perils



A. Coverage
- We will pay for direct physical loss of or damage to

Covered Property at the. premises described in the
Declarations caused by or resulting from any Cov-
ered Cause of Loss.







A. Covered Causes Of Loss

When Special is shown in the Declarations, Cov-
ered Causes of Loss means Risks Of Direct
Physical Loss unless the loss is:

1. Excluded in Section B., Exclusions; or
2. Limited in Section C., Limitations:
that follow.




COVERAGE A — DWELLING and COVERAGE B -
OTHER STRUCTURES

We insure against risk of direct loss to property de-

scribed in Coverages A and B only if that loss is a
physical loss to property. We do not insure, however,

for loss:




The phrase “direct physical loss or damage” is generally not
defined in the insurance policy.

Typically, physical damage requires a distinct,
demonstrable, alteration of property.

Some courts have found that physical damage is not
restricted to the actual destruction or harm to property, but
includes loss of use, loss of access, and impairment of
function and value.

Other courts have concluded that a pervasive, persistent, or
noxious odor may constitute a physical loss.

One Florida court recently concluded that an
abnormality in a drain pipe connecting the insured’s
toilet to a sewer pipe constituted an “accidental direct
physical loss”.



» Commercial Property Form

% Condominium Association
* Building

» Business Personal Property

» Homeowners Form
<+ Dwelling

<+ Personal Property



» Hidden, Latent, or Inherent Defect

» Rust, Corrosion, or Deterioration

» Pollutant or Contaminant

» Humidity, Moisture, or Vapor

* Dryness or Dampness of Atmosphere

» Changes in or Extremes of Temperature

= Defective Product









(2) Rust or other corrosion, decay, deterio-
ration, hidden or latent defect or any

quality in property that causes it to dam-
age or destroy itself;







(7) The following causes of loss to personal
- property:

(@) Dampness or dryness of atmos-
phere;

(b) Changes in or extremes of tempera-
ture; or

(¢) Marring or scratching.

f. Continuous or repeated seepage or leakage
of water, or the presence or condensation of

humidity, moisture or vapor, that occurs
~ over a period of 14 days or more.

3. We will not pay for loss or damage caused by
or resulting from any of the: following, 3.a.
through 3.c. But if an excluded cause of loss
that is listed in 3.a. through 3.c. results in a
Covered Cause of Loss, we will pay for the loss.
or damage caused by that Covered Cause of
Loss.




c. Fauity, inadequate or defective:
(1) Planhing, zoning, development, survey-
ing, siting;
(2) Design, specifications, workmanship,
repair, construction, renovation, remod-
eling, grading, compaction;

(3) Materials used in repair, construction,
" renovation or refnodeling; or

(4) Maintenance;

of part or all of any property on or off the
described premises.










(2) Inherent vice, latent defect, mechanical

breakdown:

(3) Smog, rust or other corrosion, mold, wet or
dry rot;

() Discharge, dispersal, seepage, migration,

release or escape of pollutants unless the
discharge, dispersal, seepage, migration,
release or escape is itself caused by a Peril
Insured Against under Coverage C of this
policy.

Pollutants means any solid, liquid, gaseous
or thermal irritant or contaminant, including
smoke, vapor, soot, fumes, acids, alkalis,
chemicals and waste. Waste includes ma-

terials to be recycled, reconditioned or re-
claimed;










2. We do not insure for loss to property described in
Coverages A and B caused by any of the follow-
ing. However, any ensuing loss to property de-
scribed in Coverages A and B not excluded or ex-
cepted in this policy is covered.

¢. Faulty, inadequate or defective:
(1) Planning, zoning, development, surveying,

siting;
(2) Design, specifications, workmanship, re-

pair, construction, renovation, remodelmg,
grading, compactlon

(3) Materials used in repair, construction, reno-
vation or remodeling; or

(4) Maintenance;

of part or all of any property whether on or off
the "residence premises."




= A resulting loss is covered even if a defective product is a
“but for” cause of the loss. The intent of the exclusion and
exception is to exclude only that portion of the loss
attributable to the defective product. In other words, losses
that are defective products are not covered, while those that
result from the defective product are covered.

*The exclusion and exception, read together, operate to
eliminate the conduct or defect from consideration in
analyzing the cause of resulting damage; only the actual risk
causing the resulting physical damage is subject to the
coverage analysis.

*To the extent that cause is neither excluded nor excepted in
the applicable policy, coverage exists for the damage which
resulted from the defective product.



O Insurance law employs the concept of proximate cause for purposes of
determining whether the specific type of injury caused by the specific type
of physical act or event was intended to be covered under the terms of the

subject policy.

» Efficient Proximate Cause

® The efficient proximate cause doctrine has been applied under those
circumstances in which two or more identifiable causes, at least one of
which is covered under the policy and at least one of which is excluded
thereunder, contribute to a single loss.

® |f the cause is determined to have set the chain of events in motion,
the efficient proximate cause, is covered under the terms of the policy,
the loss is likewise be covered.



d Concurrent Cause

= Where a covered and an excluded cause combine to
produce a loss, the concurrent cause doctrine mandates
that coverage shall be provided when a loss would not
have occurred but for the joinder of independent
covered and excluded causes.



A Anti-Concurrent Cause Lead in Language

> Parties can contract around the concurrent cause and
efficient proximate cause doctrines though an express
anti-concurrent cause (“ACC”) provision.

» Commercial Property Form (CP 10 30)
- ACC Limited to B.I. Exclusions

» Homeowners Form (HO 00 03)
- ACC Limited to 8 Excluded Risks



B. Excluslons

We will nol pay for loss or damage causad
direclly or indirectly by any of the follwing.

Such joss or damage is excluded regardiess of
any other causa or event thal contributes con-

currently or in any sequanca o the loss,















1. Wea do nol inswne for loss caused directly or indi-
raclly by any of the following, Such loss is &x.
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O Actual Cash Value ("ACV") vs. Replacement Cost (“RC")
« ACV until repair/replacement completed
« Miceli Rule
» 3 tests to measure ACV if not defined in Policy
v' Market Value

v" RC — Depreciation
v' Broad Evidence



1 Replacement Cost Issues

» Replacement/Repair/Remediation
« Matching

« Cost to tear out and replace drywall
« Overhead and Profit

 Ordinance or Law

O Value Policy Law/Total Loss

* 50% Rule



An insured seeking to recover under an “all risks” policy has the

burden of proving only that direct physical loss or damage occurred
to covered property while the policy was in force.

Once the insured establishes a loss apparently within the terms of an

“all risks” policy, the burden shifts to the insurer to prove that the loss
arose from a cause which is excluded.

The insured is not required to disprove any excluded clauses.






Insurance contracts are construed in accordance with the plain language of
the policy as bargained for by the parties.

The contract is to be construed as a whole, endeavoring to give every
provision its full meaning and operative effect.

If the salient policy language is susceptible to two reasonable interpretations,
one providing coverage and the other limiting or excluding coverage, then the
policy is considered ambiguous.

Ambiguous coverage provisions are construed strictly against the insurer that
drafted the policy and liberally in favor of the insured.

Exclusion clauses are generally considered contrary to the fundamental
protective purpose of insurance. Thus, the courts give a strict interpretation to
exclusion clauses, as opposed to the liberal interpretation afforded coverage
provisions.



Case Study

Single Family Residence in Florida
Chinese Drywall installed
Insured Complaints

v A “rotten egg” odor;
v Frequent replacement of components in air conditioning unit;

v Blackened and corroded exposed electrical wiring at the breaker panels and
copper in outlet boxes;

v' Copper water lines and metal plumbing fixtures pitting and discoloring;

v' Sterling picture frames and sterling silver dishes turning black in short periods
of time;

Insured vacates home claiming uninhabitable;

HO 00 03 Form;



>

Insurer Expert report;

v

The mixture of gypsum and cellulose from the drywall produced in China combined
with the normally humid atmosphere in Florida is releasing sulfurous gas causing
corrosion of copper, brass and silver in the home;

Sulfurous gases plus humidity are also decomposing other cellulose products, such as
the kraft paper backing on insulation;

The electrical system must be inspected and possibly replaced;

Sulfurous gases have accelerated the corrosion of the wiring by ten-fold or more,
resulting in potential fire hazards due to resistive connections; and

The drywall is a defective product.



d Dwelling Loss

Remove and replace drywall
 Eliminate rotten egg odor
« Remove and replace fixtures and components

d Personal Property Loss

Picture frames and dishes
 Named peril triggered?









We insure against risk of direct loss to property de-
scribed in Coverages A and B only if that loss is a

physical loss to property. We do not insure, however,
for loss:

2. Caused by:







(2) Inherent vice, latent defect, mechanical
breakdown:;

(5) Discharge, dispersal, seepage, migration,
release or escape of pollutants unless the

discharge, dispersal, seepage, migration,
release or escape is itself caused by a Peril
Insured Against under Coverage C of this

policy.

Pollutants means any solid, liquid, gaseous
or thermal irritant or contaminant, including
smoke, vapor, soot, fumes, acids, alkalis,
chemicals and waste. Waste includes ma-
terials to be recycled, reconditioned or re-
claimed;







1. We do not insure for loss caused directly or indi-
rectly by any of the following. Such loss is ex-

cluded regardless of any other cause or event

contributing concurrently or in any sequence to the
loss.







2. We do not insure for loss to property described in
Coverages A and B caused by any of the follow-
ing. However, any ensuing loss fo property de-
scribed in Coverages A and B not excluded or ex-
cepted in this policy is covered.

(2) Design, specifications, workmanship, re-
pair, construction, renovation, remodelmg,
grading, compaction;







