
New Issues for Old Boilers 
 
Just before the holidays, the Obama administration released major 
guidelines regarding fossil-burning boilers and incinerators. Read to 
see if this impacts you, how to prevent property losses that result, and 
how insurance fits into it all. 
 

 

The new standards affect just under 200,000 non-industrial and smaller boilers, 
called “area source” boilers. Area sources include apartments and condos that 
emit less than 10 tons of a single hazardous air pollutant per year or less than 25 
tons of combined hazardous air pollutants annually. The new standards include 
mandatory “tune-ups” to ensure cleaner emissions. Some incinerators may also 
fall under the rules. 
  

Assessments by qualified contractors must be done at the outset, and periodic 
tune-ups are required after that. There are numerous, specific reporting 
requirements before testing and after, so apartment and condo owners and 
facility managers must check on mandates before starting testing and tune-ups. 
Penalties for non-compliance can be expected. 
  

All apartment and condo complexes should carry equipment breakdown 
insurance, or boiler and machinery coverage. Most of these policies include some 
level of maintenance coverage, as well. The question now arises whether or not 
the insurer will cover the newly mandated boiler evaluations and tune-ups. 
Owners or facility managers should check with their brokers as soon as possible 
since compliance deadlines are looming. 
  

Your commercial property coverage also needs to be assessed in light of the new 
mandates. If there were physical damage to your boiler from a covered peril, 
such as a storm or fire, would your policy cover replacement to the new 
standards? That is an especially relevant question for commercial dwellings with 
older boiler systems. 
  

Maintenance beyond compliance 
  

Maintenance of boiler systems is critical irrespective of EPA regulations. Recent 
breakdowns across the country are illustrated well by an ongoing problem in a 
Delaware County, Pa., apartment complex, where the heat has been out since 
November. 
  

The facility manager and heating contractor have been trying to repair the boiler 
since it failed, but parts are difficult to find for older boilers. For many, 
manufacturers no longer stock the parts, making them only upon special order. 



That can take months from the time the problem is identified to the time the 
repair is complete. In response, property managers will usually provide space 
heaters, but these have their own risks, especially regarding fire. They, 
additionally, can lead to financial losses for the cost of the space heaters and the 
electrical bills they generate. Is any of this covered in your equipment 
breakdown insurance? Possibly. Some companies provide payments for 
temporary replacement equipment in the event of a boiler breakdown. The rise 
in electrical bills is highly dependent on the policy’s wording and on who pays 
utilities for the individual units. 
  

If your building is insured against fire damage based on an assessment of risk 
for boiler-provided heating and you’ve now introduced space heaters in any or 
many of your units, you need to talk to your insurance agent about your policy to 
make sure you aren’t changing any of your qualifications. You also need to be 
aware that some residents might take matters into their own hands, using their 
own space heaters, their ovens or other heat-producing devices that vastly 
increase risks for fire, carbon monoxide poisoning and other damage and illness. 
  

You also should develop and implement a risk mitigation and response plan for a 
boiler breakdown. Some insurers offer this kind of risk management and crisis 
response support, and your broker’s risk managers may also have advice that 
can get you started. Whichever route you take, put boiler maintenance, EPA 
compliance, and breakdown response on your facility manager’s priority list, and 
make sure your insurance corresponds to the situations and regulations to which 
you must adapt. 
 
Questions or comments? Please ask and share! 
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