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Homeowner's Insurance: Getting the coverage
you need in changing times

Have you noticed more hurricanes, tornadoes, wildfires,
and other extreme weather events in many parts of the
country in recent years? So have insurance providers.
They've responded by raising premiums and in some
cases stopping coverage all together. How can you
protect your home-for many of us our largest asset-in
the event of damage or destruction? Read on for tips on
how to get home insurance and secure your house or
condo.

Homeowners insurance is designed to safeguard
your home and belongings from unforeseen disasters.
Often this includes two separate components:

e Your home and personal property: the physical
structures that make up the property and
belongings that you keep at the property

e Liability from any accidents that may happen on
your property that injure someone or damage
another person’s property. Accidents could
include things like someone falling at your
property and getting hurt. Damage to another
person's property could include a tree on your
property falling and damaging someone else's
property.

Not all homeowners insurance covers the same
things, so it is important to understand the terminology
it uses and what your policy says about what it does and
does not cover.

Protecting your Home

Your home is considered the structure or dwelling.
Under your policy, check to see that damage or
destruction to your house, garage, or any other
structure on your property is wholly or partly covered.
Remember, if you add additional structures to your
property, be sure to inform your insurance company.
Your insurance policy should cover temporary living
expenses should your home be damaged or destroyed
and you are displaced during repairs or the rebuild.

Homeowners insurance is required by your lender
when you have a mortgage. When you have a mortgage,
you own your home but the bank or lender has a lien on
the property. The property is the collateral for the loan
until you have finished paying off the loan. Because the
bank or lender has a financial interest in the property,
they want to be sure that itis covered in the event of an
accident or natural disaster.

In general, this means that you need to make sure
you have homeowners insurance and that the insurance
meets any requirements your lender may have. This can
become an issue if insurers decide to stop offering
policies in a specific area. If you receive any notifications
about your insurer changing your coverage or refusing
to cover your property in the future, it is important to
start looking for new coverage right away.

Personal Property Protection

Typically, a homeowner's policy extends to your
possessions. This includes furniture, appliances,
electronics, clothes, jewelry, sports equipment, lawn
tools, and even larger items, such as a car or boat,
stored in the garage. These items are not just covered
when they are at your home. If you are vacationing and
your luggage is lost, with possible limitations, your
homeowners' insurance will cover the loss.

Check to see what your policy covers, as personal
property has limits on the amount it covers. Some
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homeowners will purchase additional insurance to cover
items that exceed the limits..

Liability

Typically, a homeowner's insurance policy will cover
injuries or loss to people who are on your property. This
portion of your policy will cover the injured party’s
medical bills and any other losses incurred.

Review your policy to see exactly what is covered. It
might even include injuries that occur off your property.

What's Not Covered
Your policy may have items that are typically not
covered by a standard homeowners' policy. Always read
over your policy to see what additional coverage you
may need.
Items not typically covered:

e Flood damage

e Earthquake and land movement damage

e Normal wear and tear

e Rodent orinsect damage

e Maintenance issues

e Mechanical breakdown

e Dead or fallen trees on your property

e Expensive jewelry or artwork

Filling Gaps in Coverage

Because insurance policies don’t cover all the potential
hazards that may occur, it is important to understand
the specific risks for your property to see if you need
additional coverage. Review your policy for any gaps and
determine if thatis a gap for which you would like to
secure additional coverage. Insurance for flooding is a
good example of this practice.

Because flooding isn't covered under most policies,
homeowners should examine their risk of flooding to
determine if they are comfortable with the risk or if they
would like to secure additional coverage to fill the gap.

Resources like https://www.floodsmart.gov/ can help
people understand the risk of flooding in their area. If
you decide to purchase additional coverage, programs
like the National Flood Insurance Program can help:
https://www.fema.gov/flood-insurance.

You should consider going through this process for
other types of natural disasters as well. In recent years,
property damage from weather events and natural
disasters has been increasing. A property that was once
low risk for flooding or wind damage might now be at
higher risk. Even if you have lived at a property for many
years, it is important to do your research to understand
if changes in the risk of certain natural disasters merit
additional coverage on your property. It is also important
to review your insurance policy to see if there have been
any changes over the years that have created gaps in
your policy. Remember, for many, your home is your
most important asset for wealth building, so it is
important to have appropriate insurance to protect that
asset from risk.

What to do if your policy is cancelled

With all the changes to the insurance industry-some
companies going out of business in states like California
and Florida and others raising prices so much that
policies are unaffordable-you may one day open your
mailbox to find a notice saying that your homeowner's
policy has been cancelled. It's important to take action
right away to continue your coverage at a price you can
afford.

As mentioned above, if you carry a mortgage on
your home your lender requires you to have home
insurance. If you don’t buy your own policy your lender
can choose one for you. Called a force-placed policy,
this insurance only protects the lender and not you. It
can cost you twice as much as a regular policy. Here are
some steps you can take to maintain insurance coverage
on your terms:

e Insurers should notify you one-three months
before your renewal date if your coverage will be
cancelled or if premiums will increase. Pay
attention to those notices.

e If you receive such a notice, call your insurer and
ask them to reconsider. Sometimes a phone call
is all it takes.

e Ifyou need to get new coverage, shop around.
Your state has a list of the providers who do
business there.

e Consider getting insurance through your state’s
FAIR plan (see more below).

e If you do change insurers, notify your mortgage
lender right away.
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e Consider changes that will lower your costs.
Installing smoke detectors or security systems
can reduce what you pay for insurance.

FAIR Plan

If you're unable to obtain a homeowners insurance policy
due to living in a high-risk area, review your state's
resources. The FAIR (Fair Access to Insurance
Requirements) Plan offers basic property insurance for
your structure and personal contents, but it might not
include liability coverage. More than 30 states offer
FAIR plans; check with your state’s bureau of insurance.
Often, a FAIR Plan policy will meet your mortgage
lender’s insurance requirements. Be sure to check with
your mortgage company to verify this information.

Ways to Save
Are you looking for ways to save? Once you decide the
type of coverage you need for your home, look for ways
to reduce your cost.
e Know your ZIP code and potential weather-
related risks that will affect your insurance
e Shop around and compare insurance companies
e Raise your deductible
e Onlyinsure the house and possessions based on
replacement cost, not land or market value
e Check for offered discounts by bundling home,
auto, life, and other insurance with the same
company
e Check to see if you qualify for a discount
through senior, military, organizational, or other
eligible group memberships
e Upgrade existing home plumbing or electrical
systems
e Smoke-free home discount
e Insurance score - a better credit history report
should lead to a better insurance score
e Fire hydrant or staffed fire house within
proximity of your home
e Check to see if installing home security devices
will qualify you for a discount

Important Reminders

e Review your policy annually. Check the value of
your home on your policy and contact your
insurance company to make sure the full value
of the house is covered.

e Understand your coverage. Review your policy
to determine if it provides sufficient coverage to
rebuild based on current replacement costs,
rather than market value.

o Keep accurate records of your home and
personal belongings stored in a safe place.

e Know the specific risks for your area and
consider purchasing separate policies to cover
those risks.

Glossary of Terms

Claim Filing - the process of submitting a request for
payment or compensation, usually the first step in
notifying the insurance company about the incident or
loss.

Credit History - a record of how debt has been managed
and repaid over time.

Deductible - a specified amount of money that the
insured must pay before an insurance company will pay a
claim (a higher deductible usually means a lower
premium).

FAIR Plans - (Fair Access to Insurance Requirements), a
program designed to provide coverage for homeowners
who are unable to obtain insurance through private
insurers.

Force-Placed Insurance - A policy that can be required
by your lender or servicer when you do not have your
own policy or if your policy doesn’t meet your servicer's
requirements. It is typically more expensive than
insurance you purchase for yourself and only protects
the lender, not the homeowner.

Insurance Score - a numerical rating used to assess the
likelihood of an individual filing an insurance claim and
the potential cost of the claim. This score is usually
calculated using information from credit history.
Liability - protects you, and other members of your
household, from financial losses if someone is injured on
your property or if you accidentally cause injury or
property damage to someone else, even if it happens
away from your home.

Market Value - the price that buyers are willing to pay for
an asset.

Premium - the amount paid for an insurance policy.
Replacement Costs - the amount of money needed to
replace a damaged or lost item or asset with a new one
of similar kind and quality at current prices.
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