Property Insurance Basics

When shopping for home insurance remember thisiréngour house fahe cost to replaceit (i.e. construction costs),
not its "market value, and don't factor in the eahi your land.

Once you know the proper level of coverage, comsgecial add-ons for valuables such as jewelryr gomputer
equipment and other pricey possessions. You naigbtneed additional coverage for earthquakesgiihgpor
windstorms, depending on where you live.

Lending institutions usually require mortgage coses to purchase home insurance. Don't rely orctiverage levels
mandated by your bank or mortgage company. Thexsdd are designed to protect the house itselfnbubecessarily
your possessions. That's why it's important toaheith your agent or insurance company to make gau have
adequate coverage.

Here are some dos and don’ts when insuring yourehom
Basic policies
The terms of standard home insurance policies haga defined by the Insurance Services Office (JS@}tandard

coverage is generally not going to vary from conyg@ancompany, although rates will. That's whyitgportant to shop
around.

Each homeowners insurance policy provides a cortibmaf property and liability coverage and covieiss of use
resulting from damage. There are several basistgpbome insurance policies:

HO-1

« Note that HO-1 policies have been discontinued astnstates.
« Basic homeowners policy.
- Covers your house and possessions against 10etiffperils.

- Broad homeowners policy.
« Covers house and contents against 16 perils.

« Special homeowners policy.
« Covers all perils except those specifically exctlig the policy.

- Renters insurance policy.
« Covers 16 named perils and includes liability cagex. It does not insure the dwelling itself.

+ For owners of co-ops or condominiums.
- Provides personal property coverage, liability cage and specific coverage of improvements to Weeo's
unit. Insurance provided by the owner’s associatiormally covers most of the actual structure.



Starting an application

When you apply for home insurance, you'll providgraat deal of information. The insurance compaitlyask you
about your current occupation and employment hystoarital status, previous addresses, date df birtl Social
Security number. The insurer will check your crialircredit, and insurance history to see if youaatgood risk." The
insurance company also will look at your "loss gt to see what kinds of home insurance claimswwmade in the
past.

Analyzing your home

Many factors go into determining the premiums féwomeowners policy. The age of your home, the nadseused to
build it, where it's located, the square footagd @s distance from a fire hydrant all generallgiyph role in rates.

The insurer will be able to give you an estimaterébuilding your house in the event of a totaklos

Replacement cost coverage for your personal property

The extent of coverage provided on a policy depemdthe loss settlement clause. This clause idestiroperty that
will be valued at actual cash value, and propdray will be valued at replacement cost.

Before buying home insurance, understand the éifieg between "replacement cost” and "actual cdsk.Va

Homeowners policies automatically cover householitents — furniture, clothes, appliances, etc. —tau@0 percent of
the amount your house is insured for. This meawgsufinsure your house for $100,000, its conterdgsresured for up to
$60,000. You can get more coverage by paying aghigfemium. This automatic coverage pays only tteah cash
value of damaged, stolen, or destroyed househadgyd\ctual cash value is an item’s replacemertt caisius
depreciation.

Replacement cost policies give you more protedtiam actual cash value coverage. For example, mdpgiens if a
burglar steals your six-year-old television set?¥éictual cash value coverage, you get only whatwould expect to
pay for a six-year-old television set. With replaent cost coverage, the insurance company pagptace your TV
with a new set similar to the stolen one.

Guaranteed replacement cost coverage pays foullheét of replacing or repairing a damaged otrdged home, even
if it is above the policy limit.

Extended replacement cost coverage pays a certeinrd above the policy limit to replace a damageahé, generally
120 or 125 percent. It is similar to a guarantegalacement cost policy, which has no percentagislimfost
homeowner policy limits track inflation in buildirgpsts. Guaranteed and extended replacement dasepare
designed to protect the policyholder after a médjsaster when the high demand for building contngcand materials
can push up the normal cost of reconstruction.

Takeinventory

Many people learn after a fire or storm they didrdtze enough personal property coverage. Takingnitavy will help
you decide how much insurance you need. It alsbsimiplify claims.

Your inventory should list each item, its value aedial number. Photograph or videotape each ramiuding closets,
open drawers, storage buildings and your garagep iKeceipts for major items in a fireproof place.

The Insurance Information Institute has helpfukfseftware that will help you make a home inventtry
KnowYourStuff.org.



What other protections does my policy provide?

Homeowners policies regularly provide other typksaverage, including off-premises theft protectsord unauthorized
use of your credit cards. Make sure you undersidridh provisions are included in the standard cageryou elect to
purchase and which might require supplemental prersi

Flood insurance

Homeowners policies do not cover flood damage. Nagonal Flood Insurance Program (NFIP) offers laesurance
through home insurance companies nationwide.

If a mortgage lender determines your home is ipexisl flood hazard area, you might be requirepluichase flood
insurance.

Earthquakeinsurance

If you are concerned about earthquakes, you caeagtiquake insurance as an endorsement to yaay pol

Extra cover age (endor sements)

Home insurance policies contain exclusions andéitioins for some types of personal property thatparticularly
susceptible to loss. Some policies place a spedifilar limit on certain property such as jewelryamtiques.

You might want more coverage for certain items thaur policy provides. For an extra premium, yon bay
endorsements that expand or increase the coverathese items. Some of the most common endorsemeves
jewelry, fine arts, camera equipment, coin or stawifections, computer equipment, and radio arelvision satellite
dishes and antennas. To insure that these typtsntg are properly covered, look into a "schedylesonal property
endorsement.”

Personal umbreélla liability insurance

If you want more liability coverage than your hoared car insurance policies provide, you can bugpaate umbrella
insurance policy.

Higher deductibles, lower premiums

Your home insurance deductible is the amount ygufmacovered damage before insurance kicks in. ¥a@uchoose a
higher deductible in order to lower your premiurmgau don’t mind taking on the added risk. Ask yamsurance agent
to give you price quotes for a range of deductibdesee how much you’'d save.

Usually a deductible is a flat rate, such as $1,80@ many insurers are introducing percentage ctdalas around the
country, especially for policies covering earthgemkhurricanes and windstorms. These policies maldiable for 1 to
5 percent of your home’s insured value before tiseriance company pays. So, if you have a 2 pedashictible and
your home’s insured value is $250,000 (remembaet;ghhe cost to rebuild, not your home’s markdtigg you'd have
to pay the first $5,000 in damages.

Some homeowners are switched from flat-rate togrgage deductibles at renewal time and may nowageeaof the
change. Make sure to read special notices senblyhome insurer and your “declarations page” m¢weal time, or call
your agent to check on what kind of deductible fiaue.



