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Hello. I’m Zak Waldstein
I am a technical director with Zurich and have over 20yrs of experience dedicated to the construction insurance space as an underwriter and a broker.
While I currently am focused on worker injury for Zurich, I maintain my responsibilities as the chair of Zurich’s Construction Center of Expertise.
In this role I drive thought leadership globally to help support our community of underwriters that produce construction related business including contractors, project-owners, and manufacturers of construction materials.



Agenda
• Industry Impact & Reaction

• Types of EIFS & Installation 
Concerns

• Risk Management

• Insurance Carrier 
Considerations

• Insurance Coverage & 
Coordination
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EIFS: A Brief History

Developed as 
cost-effective & 
energy-efficient 
material for post-

war rebuilding

Introduced to the 
US market for 
commercial 
application

Energy crisis 
drove popularity 
and increase in 
residential use

Growth in use 
and subsequent 
reports of water 
intrusion issues 

increased 
litigation

1940s-1960s

1960s

1970s

1980s-1990s

Modern E ra

• Increased regulation / S tricter 
building codes

• S tandards  introduced to address  
water filtration issues

• B etter water-res istant barriers  and 
drainage systems developed

• E nhanced focus  on installation 
techniques

• Formal training programs 
established for installers

• Underwriting practices  adjusted in 
response to claims frequency
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• Name: Hotel / Residences

• Description: 51 story luxury 
condo/hotel/resort

• Location: Florida

• Year Completed: 2004

• Material: Exterior façade of hard 
coat stucco & EIFS applied 
directly over concrete/CMU

• Claim Amount: $14,850,000
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EIFS Claims
EIFS Applied Over Concrete
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• Name: Dorms

• Description: Student Housing Buildings

• Location: California

• Year Completed: 2014

• Material: EFIS cladding on 7 new 4-
story wood framed 
buildings

• Claim Amount: $2,000,000
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EIFS Claims
EIFS Applied Over Wood
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• Name: Single Family Homes

• Description: Class Action / Multiple 
Litigants

• Location: Tennessee

• Year: 2003

• Allegations:
− Manufacturers: Defective Product
− Developers: Inappropriate Controls
− Contractors: Failed Installation

• Claim Amount: $12,000,000+
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EIFS Claims
Class Action
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• During housing boom of 2004-2007 more than 550m pounds 
of Chinese drywall was imported to the US (60k houses 
worth);

• Allegations included:

− Corroded copper and other metal components:

− In-wall electrical

− Fire alarm / Security systems

− Copper and gas piping

− Various health symptoms: asthma, other chronic respiratory 
issues, headaches, sinus issues, etc.

− Rotten egg smell

• Outcomes:

• Manufacturer settlements to repair 300 homes;

• Distributor settlements up to $100k / home;

• Various insurer declinations: total pollution exclusion, water 
damage exclusions, faulty product / latent defect exclusions

• Resulting damages could reach over $20bn!
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Chinese Drywall – A Case Study
…but drywall isn’t EIFS!
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1. Installation of these products is difficult and can be exacerbated by project-level dynamics: need for speedy 
install, poorly trained labor, ineffective supervision of installation, inadequate protection of materials, etc.

2. Contractors prefer systems that don’t rely upon mechanical fasteners for speed / cost management.

3. Manufacturers are incentivized to continue to produce these systems (supply/demand).

4. Manufacturers may choose to characterize their product as ‘drainage EIFS’.

5. Yet, decades of case law can/will be used by plaintiffs to assert that manufacturer should know that their 
product may/will not perform to spec.
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EFIS Claims
Thoughts
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Design & Engineering
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Class PB – Barrier EIFS

Class PB  B arrier EIFS – an 
older, less advantageous type 
of EIFS 

• Relies primarily on the 
lamina to resist water 
penetration

• Traps the penetrating 
water inside and it cannot 
get out
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Class PB – Drainage EIFS

Class PB  Drainage EIFS –
newer EIFS that provides more 
advantages under certain 
conditions

• Contains design provisions 
for releasing water that 
penetrates the lamina (base 
coat, mesh and finish coat)

• Drainage EIFS allows 
penetrating water to be 
released
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Beaded Adhesive Installation
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DEMOGRAPHICS
• Manufacturer, Distributer, Construction Manager, 

Installer, Owner
• Residential, Mixed-Use, Commercial
• Product / Project Location
• EIFS Loss History & Construction Defect Loss 

History
• Scope of Work

CHARACTERISTICS
• EIFS Experience
• Contract Management / Risk Transfer Standards
• Subcontractor Selection
• Installation Training
• QA/QC Process
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EIFS – Risk Evaluation
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• Quality Control / Assurance:
− Implement strict quality control process during/after 

production;

− Regularly test/inspect raw materials & finished product;

• Product Design / Development:
− Ensure products are designed for durability & safety;

− Perform risk assessment & failure-mode analysis;

• Supply Chain Management:
− Vet / select vendors for reliability and quality;

− Implement inventory management process to track raw 
materials and products;

• Documentation & Record-Keeping:
− Maintain detailed records on production process, 

QA/QC and product specifications;

− Ensure traceability systems to track product from 
development to delivery

• Training / Education:
− Routine training of employees relative to production and 

QA process;

− Deliver training to end-users to ensure appropriate 
methods

• Customer Feedback-Loop:
− Establish system for collecting and addressing client 

complaints;

− Use feedback for production improvement;

• Risk Management:
− Conduct regular risk assessments to identify hazards 

and vulnerabilities;

− Establish crisis management plan to address product 
recall

• Product Warranties:
− Clearly communicate warranties and guarantees.
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EIFS Manufacturer
Managing Products Exposure
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• Supplier Management:
− Establish strong relationships & agreements with 

suppliers including quality expectations

− Audit suppliers to ensure compliance with agreements;

• Inventory Management:
− Develop robust inventory tracking throughout chain of 

custody;

• Quality Control:
− Routinely inspect supply to ensure quality standards;
− Maintain documentation records for quality inspections 

and identified issues;

• Transportation:
− Choose reliable logistics providers to ensure safe / 

timely delivery;
− Ensure proper handling during transportation;

• Risk Management:
− Effectively cascade installation related risk to 

appropriate parties;

• Training:
− Train employees on appropriate inventory management;
− Offer training to end-users to ensure appropriate 

installation;
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EIFS Distributor
Managing Products Exposure
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EIFS Installers
Managing Completed Operations Exposure
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Initial Gatekeeping – Document Review

• Plans of all exterior elevations where EIFS is to be constructed
• Sections and details of all exterior elevations where EIFS is to be constructed
• Specification subsections for EIFS
• Submitted and approved EIFS shop drawings
• Submitted and approved product data for:

Substrate Board
Water-Resistive Barrier
Adhesive
Polystyrene Insulation
Finish Systems and Mesh
Flashing and Weep Holes
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ISO Standard EIFS Exclusion
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Example: Limited EIFS Exclusion
Availability will vary
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Key Takeaway: Differentiation Dictates Coverage
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Q&A
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Thank You
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