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Insurers: Fracking-Related Damages Not Covered by Standard 
Policies  
by Pati Conley Article published in Timesonline.com on February 27, 2013 
http://www.timesonline.com/special_sections/progress_edition/insurers-fracking-

related-damages-not-covered-by-standard-policies/article_ca7228ac-ff24-5764-
9019-2c3ddd94f291.html 
 

Homeowners, be aware! That fine print in your homeowner’s insurance policy 
could really matter if hydraulic fracturing damages your home sweet home. 
 

Fracking-related damage, insurance industry insiders say, is not covered under a 
standard homeowner’s insurance policy. Neither is damage caused by floods, 
earthquakes or earth movement, which insurers call exclusions. 

“Fracking is deemed an exclusion in the same way earthquake of earth 
movement is”, said Mike Barry, vice president of media relations at the Insurance 
Information Institute, a nonprofit institute funded by the insurance industry. 

 
So how do homeowners try to make sure that cracks won’t be discovered in their 
homeowner’s policy if fracking-related incidents should occur? Some 

homeowners may be considering leasing land to an energy company. Others 
aren’t leasing land but live near property where fracking is taking place. Both 
should begin by asking their insurance agent to review what’s covered in their 

homeowner’s policy before fracking operation begin. 
 
“We would recommend that the homeowners check their homeowner’s or farm 



insurance before signing any leases,” said Roseanne Placey, spokeswoman for 
the Pennsylvania Insurance Department. “Check to see if they (the homeowners 

or farmers) would be at risk. These are commercial wells. You may need a 
commercial liability policy. 
 

“As a landowner, do you want to bear the liability risk? And if you do, do you 
have the proper coverage?” 
 

Homeowners who are leasing land to an energy company should work out with 
the company who would be liable if there is fracking-related damage, Barry said. 
The homeowner also may want to involve an attorney in such discussions. 

 
Once the policy’s inclusions and exclusions are determined, insurance agents 
may advise homeowners living in fracking areas to buy earthquake or earth-

movement insurance by adding a rider to their existing standard policy or buying 
a freestanding earthquake policy, Barry said. “Unless you have either earthquake 
insurance coverage or a rider to your standard homeowner’s policy, you are not 

going to be covered,” Barry said. 
 
The earthquake or earth-movement rider, also called an endorsement, could add 

a few hundred dollars to the policy’s annual premium, but the actual cost 
depends on the home’s value, said Dave Phillips, a spokesman for State Farm 
Insurance Co. 

 
State Farm has set specific guidelines regarding hydro-fracking operations. The 
company does not write commercial insurance for businesses conducting hydro-

fracking operations or for commercial properties where fracking is taking place. 
 
State Farm does not have a fracking endorsement for private residences, but 

does have earthquake, earth-movement and sinkhole endorsements available in 
most areas, Phillips said. “But there needs to be a conversation as to whether 
fracking would be covered under that, if at all,” Phillips said. 



The endorsements don’t guarantee that fracking-related damage will always be 
covered. 

 
So it’s important, Phillips said, that homeowners living near property where 
fracking operations are under consideration, talk to their insurance agents before 

the operations begin on nearby property. There could be a waiting period before 
the endorsement coverage goes into effect, he said. 
“Do it before fracking begins, not when (the contractor is) actually operating,” he 

said. 
 
“When it comes to hydro-fracking there needs to be a dialogue, because there’s 

a third party involved, which is the hydro-fracking contractor,” Phillips said. The 
coverage depends on what the contractor is liable for, he said. 
 

In a statement released in July, Nationwide Insurance said fracking-related 
losses have never been a covered loss under personal or commercial line 
policies, which were not designed to provide for any fracking-related risks. 

“Our longstanding underwriting guideline is that we do not insure the oil and gas 
business,” Nancy Smeltzer, a Nationwide spokeswoman, said. 
Nationwide’s statement was prompted after a leaked memorandum that 

appeared on several anti-fracking groups’ websites indicated that the company 
will not underwrite fracturing exposures. 
 

“From an underwriting standpoint, we do not have a comfort level with this unique 
risks associated with the fracking process to provide coverage at a reasonable 
price,” the statement read. 

 
However, Smeltzer said Nationwide will investigate all claims submitted by 
customers who believe they are a result of damage from fracking. 

“Every Nationwide claim is reviewed on a case-by-case basis,” she said. 
Insurers and customers will continue to seek answers. “(Fracking) is a new risk, 
and all insurers are taking a look at it. It is an issue in evolution,” Phillips said. 



 
 
What is the Current Situation Related to Insurance in Canada 
and Newfoundland? Some Initial Questions and Answers From 
Insurance Experts 
 
In light of the above article discussing challenges related to insurance in the 
USA, the following questions have been posed to experts in the Canadian home 
insurance industry:  
 
1) Would the same exclusion from the insurance companies exist here in  
Canada (and in Newfoundland) where hydraulic fracturing was taking place?  
 
2) Should residents contact their agent to purchase this protection if available?  
 
3) Would you give the same advise (as mentioned above) to residents living in 
communities next to a drilling / fracking site?  
 
 
Replies received 
 
March 24, 2013 
Question: What is your position in a circumstance where a land purchaser has 
had the value of his property diminish because of the effect of on groundwater 
supplies due to oil or gas exploration activity where fracking has occurred? 

Answer: Where a property has diminished in value because of the effect on 
groundwater supplies due to oil or gas exploration activity where fracking has 
occurred would NOT be a matter covered by a title insurance policy.  Both 
residential and commercial owner policies contain exclusions for losses relating 
to water quality or quantity. 
  
Sandra Thwaites 
VP, Claims & Quality Assurance 
Stewart Title Guaranty Company 
Royal Bank Plaza, North Tower 
200 Bay Street, Suite 2600 
Toronto, Ontario  M5J 2J2   
 
Advice 
I would suggest that every property owner in the surrounding area have their 
wells tested as to flow and quality prior to any drilling taking place. The quality 
testing should include a test for metals and not only the standard biological test 
for drinkability.  
 



Complete tests are expensive and run around $300-400 in this area. Also be 
aware, only the larger consulting firms (Golder & Associates and Stantec, for 
example) run labs to test for metals and those are often the test agents for the 
drilling industry. 
 
Joseph D. Legris 
Legris Law Office 
248 Argyle Street South 
Refrew, Ontario 
 
 
March 20,2013 
Received from:  
Gloria White agent 
The Co-operators Insurance  
Gloria L. White Insurance Services Inc. 
19 Main Street, Deer Lake, NL 
 
This is (below) the response I have from corporate relating to your fracking 
inquiry. Much the same as other insurance companies are responding. 
Bottom line, it is considered Earthquake, which is excluded under the policy.  
Coverage could be purchased by Earthquake endorsement. 
   
UWIII OBS Personal Lines 
  
Question: Would the same exclusion from the insurance companies exist here in 
Canada (NL) vs hydraulic fracturing? 
Answer: Generally speaking, property policies in Canada exclude any loss 
caused by earthquake, snowslide, landslide or other earth movement. If anyone 
has concerns they should contact their own insurers to check how their specific 
policy would respond. 
 
Question: Should residents contact their agent to purchase this protection? if 
available? 
Answer: That would be up to each individual. 
 
Question: Is this protection available at the Co-Operators? 
Answer: Yes, through the Earthquake endorsement. 
 
Question: Would you give the same advise (as mentioned above) to residents 
living in communities next to the drilling site(s)? 
Answer: Again, that would be up to the individuals. 
 
 
 
Economic Impact on Property Value: A Case from Colorado 



 
According to The Colorado School of Public Health’s 2011 health impact 
assessment, “Natural gas development causes a decline in property value, 
especially during the development phase of the project and land values partially 
recover when the development phase of a project ends…Land values effects will 
be impacted by how well other concerns, such as air emissions, traffic, noise and 
community wellness, are mitigated.” 
See: http://www.garfield-county.com/environmental-health/battlement-mesa-
health-impact-assessment-draft2.aspx 
 
 
 
Comments and suggestions 
If the insurance industry does “not have a comfort level with the unique risks 
associated with the fracking process”, why should individuals, communities, the 
business-tourism sector and governments approve of it and take on the risks 
alone?  
 
If, after analysis, the associated risks (costs) vs the benefits ($$$) are too high for 
the insurance professionals, then, why should we come to a different conclusion? 
 
This report is not intended to be inclusive nor be a comprehensive study of the 
topic. However, it is intended to raise awareness and encourage individuals to 
make an informed decision. 
 
It is suggested you contact your own insurance provider to determine if your 
home, property and/or business are covered for damages from hydraulic 
fracturing (fracking) in your area. 
 
 
 
 
 
 


