Home Insurance Tips

Why You Need Homeowner's Insurance

s Performed the Wright Way

The largest single investment most consumers nmake their home. The consumer can protect theirdjom
possessions, and liability with a homeowner’'s iasge policy. The Homeowner's insurance policy is a
package policy that combines more than one typesoirance coverage in a single policy. There aue tigpes

of coverage’s that are contained in the homeowpalisy: dwelling and personal property, persomability,
medical payments, and additional living expenses.

Property Damage Coverage

Property damage coverage helps pay for damageutohgmme and personal property. Other structurels as@
detached garage, a tool shed, or any other builoingour property are usually covered for 10% &f aimount
of coverage on your house.

Personal property coverage will pay for personalpprty including household furniture, clothing, aoither
personal belongings. The amount of insurance cgeers usually 50% of the policy limit on your dwed.
The coverage is also limited by the types of last®d in the policy. The coverage only pays theenircash
value of the item destroyed, unless you purchagkeement cost coverage. Your homeowner's polisg al
provides off-premises coverage. This means thapatiey covers your belongings against theft evéemvthey
are not inside your home.

Personal Liability Coverage

Homeowner's policies provide personal liability ecage that applies to non-auto accidents on angaaff

property if the injury or damage is cased by yomenber of your family, or your pet. The liabilitpverage in
your policy pays both for the cost of defending youl paying for any damages the court rules you pas

Liability insurance does not have a deductible flmat must meet before your insurer begins to pagds. The
basic liability coverage is usually $100,000 focleaccurrence. You can request higher limits thataailable
for an additional cost.

Medical Payments Coverage

Medical payment coverage pays if someone outside fgmily is injured at your home regardless ofitfatihis
includes payment for reasonable medical expensesrad within one year from the date of loss fqreason
who is injured in an accident in your home. The asage does not apply to you and members of your
household. The medical payments portion of your émmmer's policy will also pay if you are involved the
injury of another person away from your home in sdimited circumstances. Medical payments coverage
limits are generally $1,000 for each person.

Additional Living Expenses

If it is necessary for you to move into a motelapartment temporarily because of damage causedpleyila
covered in your policy, your insurance company \paly an amount up to 20% of the policy limit on you
dwelling for these expenses. If you move in templyravith a friend or relative and do not have aextra
expenses, you will not be paid any additional ivexpenses by your insurance company.



Home Business

If you operate a home business full or part time goght be uninsured and not realize it. Many hdmsiness
owners believe that their homeowner's insuranceyobvers all of their home business needs. Yaukhnot
assume that your homeowner's insurance policyowmiter your home business. Your homeowner's poliay m
provide coverage but probably only a maximum o688, for business equipment in the home and $25¢ awa
from the premises.

The price you pay for your homeowners insuranceveam by hundreds of dollars, depending on theranste
company you buy your policy from. Here are somagdhito consider when buying homeowners insurance.

1. Shop around

It will take some time, but could save you a goathsof money. Ask your friends, check the Yellow €agr
contact your state insurance department. Natiosabgiation of Insurance Commissionexsv{v.naic.org) has
information to help you choose an insurer in ydiates including complaints. States often make mfaron
available on typical rates charged by major insur@nd many states provide the frequency of consumer
complaints by company. Also check consumer guihssirance agents, companies and online insuranate qu
services. This will give you an idea of price rangad tell you which companies have the lowestepri@ut
don't consider price alone. The insurer you sedbould offer a fair price and deliver the qualignsce you
would expect if you needed assistance in filinglant. So in assessing service quality, use the taintp
information cited above and talks to a number stirers to get a feeling for the type of service/thiee. Ask
them what they would do to lower your costs. Chéle& financial stability of the companies you are
considering with rating companies such as A.M. Béstvw.ambest.com and Standard & Poors
(www.standardandpoors.com and consult consumer magazines. When you've waddhe field to three
insurers, get price quotes.

2. Raise your deductible

Deductibles are the amount of money you have totpawrd a loss before your insurance company starts
pay a claim, according to the terms of your politlge higher your deductible, the more money youszae on
your premiums. Nowadays, most insurance compariesmimend a deductible of at least $500. If you can
afford to raise your deductible to $1,000, you nsaye as much as 25 percent. Remember, if you tive i
disaster-prone area, your insurance policy may laaseparate deductible for certain kinds of damHggou

live near the coast in the East, you may have aragpwindstorm deductible; if you live in a staténerable to
hail storms, you may have a separate deductibldhddr and if you live in an earthquake-prone angayr
earthquake policy has a deductible.

3. Don’t confuse what you paid for your house withrebuilding costs

The land under your house isn't at risk from thefindstorm, fire and the other perils covered iruyo
homeowner’s policy. So don't include its value etiding how much homeowners insurance to buy. Uf go,
you will pay a higher premium than you should.

4. Buy your home and auto policies from the same suirer

Some companies that sell homeowners, auto andityatwverage will take 5 to 15 percent off youeprium if

you buy two or more policies from them. But maketai@ this combined price is lower than buying the
different coverage’s from different companies.



5. Make your home more disaster resistant

Find out from your insurance agent or company iggative what steps you can take to make your home
more resistant to windstorms and other naturalstésa. You may be able to save on your premiumadolyng
storm shutters, reinforcing your roof or buyingosiger roofing materials. Older homes can be reteofito
make them better able to withstand earthquakeaddiition, consider modernizing your heating, plumgoand
electrical systems to reduce the risk of fire aradervdamage.

6. Improve your home security

You can usually get discounts of at least 5 perfmaa smoke detector, burglar alarm or dead-loalks. Some
companies offer to cut your premium by as much a®r120 percent if you install a sophisticated rsder
system and a fire and burglar alarm that ringshatpolice, fire or other monitoring stations. Thegstems
aren't cheap and not every system qualifies folseodnt. Before you buy such a system, find outtvkirad
your insurer recommends, how much the device woodd and how much you'd save on premiums.

7. Seek out other discounts

Companies offer several types of discounts, bug then't all offer the same discount or the same warhof
discount in all states. For example, since retpedple stay at home more than working people theyiess
likely to be burglarized and may spot fires soot@w, Retired people also have more time for maiirtg their
homes. If you're at least 55 years old and retiyed, may qualify for a discount of up to 10 percahtome
companies. Some employers and professional asemsadminister group insurance programs that nfi@y o
a better deal than you can get elsewhere.

8. Maintain a good credit record

Establishing a solid credit history can cut yousurance costs. Insurers are increasingly usingitcred
information to price homeowner’s insurance policits most states, your insurer must advise yournyf a
adverse action, such as a higher rate, at which yowu should verify the accuracy of the informatmnwhich
the insurer relied. To protect your credit standipay your bills on time, don't obtain more credan you need
and keep your credit balances as low as possiliieciCyour credit record on a regular basis and lzaye
errors corrected promptly so that your record remaiccurate.

9. Stay with the same insurer

If you've kept your coverage with a company foresal/years, you may receive a special discounbéamg a
long-term policyholder. Some insurers will redubeit premiums by 5 percent if you stay with themtfoee
to five years and by 10 percent if you remain aigybllder for six years or more. But make certan t
periodically compare this price with that of otlpedicies.

10. Review the limits in your policy and the valu®f your possessions at least once a year

You want your policy to cover any major purchasesdditions to your home. But you don't want torgpe
money for coverage you don't need. If your fiveryald fur coat is no longer worth the $5,000 youddar it,
you'll want to reduce or cancel your floater (eximaurance for items whose full value is not codeby
standard homeowners policies such as expensiverijgwegh-end computers and valuable art work) and
pocket the difference.



11. Look for private insurance if you are in a govenment plan

If you live in a high-risk area -- say, one thaespecially vulnerable to coastal storms, fires¢rane -- and
have been buying your homeowners insurance thrauggivernment plan, you should check with an insteran
agent or company representative or contact yote stigpartment of insurance for the names of conegahiat
might be interested in your business. You may fivat there are steps you can take that would aflmwto buy
insurance at a lower price in the private market.

12. When you're buying a home, consider the cost bbbmeowners insurance

You may pay less for insurance if you buy a houssecto a fire hydrant or in a community that has a
professional rather than a volunteer fire departiriemay also be cheaper if your homes electricagting and
plumbing systems are less than 10 years old. Iflix@uin the East, consider a brick home becauseribre
wind resistant. If you live in an earthquake-pramea, look for a wooden frame house because ibre tikely

to withstand this type of disaster. Choosing wisalyld cut your premiums by 5 to 15 percent.

Check the CLUE (Comprehensive Loss Underwritinghaxage) report of the home you are thinking of bgyin
These reports contain the insurance claim histbtie property and can help you judge some of tieblpms

the house may have. Remember that flood insurandeearthquake damage are not covered by a standard
homeowner’s policy. If you buy a house in a floadye area, you'll have to pay for a flood insurapokcy

that costs an average of $400 a year. The Federatdency Management Agency provides useful infaonat

on flood insurance on its Web sitevatvw.fema.gov/nfip. A separate earthquake policy is available fronstmo
insurance companies. The cost of the coveragedejlend on the likelihood of earthquakes in youaare

If you have questions about insurance for any afrymossessions, be sure to ask your agent or cogmpan
representative when you're shopping around forli@ypd-or example, if you run a business out ofrybame,

be sure to discuss coverage for that business. KNmsteowner’'s policies cover business equipmenthe t
home, but only up to $2,500 and they offer no bessnliability insurance. Although you want to loweur
homeowners insurance cost, you also want to makaiceou have all the coverage you need.

Common Questions Asked by Homeowners about Insuraec

If a fire, flood, earthquake, or some other natulighster were to destroy or damage your home, dvgoli
have the right insurance coverage to rebuild yausk? Based on the questions consumers most ftgquen
ask, this explains what is covered in a standarddwwner’'s policy and what is not. Where gaps inecage
exist, it tells you how to fill them. To simplifyxelanations, assume that you have a policy known as
Homeowners-3 (HO-3), the most common homeownerlgydn the United States. Find out what type of
homeowners policy you have. If you have a diffeqgalicy, you should review your options in questiiy.

# 1: Am | covered for direct losses due to fire, ghtning, tornadoes, wind storms, hail, explosiongmoke,
vandalism and theft?

Yes. The HO-3 provides broad coverage for theseotimer disasters or perils, as they are callethénpolicy,
including all those listed in the question. You sldocheck the dollar limits of insurance in yourdipp and
make sure you are comfortable with the amount sifiiance you have for specific items. Also, if yime Inear
the Atlantic or Gulf coasts there may be some ictgins on your coverage for wind damage. Ask yagent
about windstorm/hurricane deductibles. In areas\@rtm hailstorms, you may have a specific hail dgna
deductible.



# 2: Are my jewelry and other valuables covered?

The standard policy provides only from $1,000 tq0$® for theft of jewelry. If your jewelry is worth lot

more, you should purchase higher limits. You maghwio add a floater to your policy to cover speqifieces
of jewelry and other expensive possessions sucpaatings, electronic equipment, stamp collectiams
silverware, for example. The floater will providetb higher limits and protect you from additionasks, not
covered in your normal policy.

# 3: If my house is totally destroyed in a fire andl have $150,000 worth of insurance to cover the
structure, will this be enough to rebuild my home?

If the cost of rebuilding your home is equal tdess than $150,000 you would have enough covefidgeHO-
3 policy pays for structural damage on a replacemsest basis. If the cost of replacing your homesasy,
$120,000, then that is all the insurance you né€adthe other hand if the cost of rebuilding youmois
$180,000, then you will be short $30,000.

If you live in an area that is frequently hit by jorastorms, ask you insurance company about amdgtk or
guaranteed replacement cost policy. This will pdeva certain amount over the policy limit to redujour
home so that if building costs go up unexpectediie to high demand for contractors and materias, will
have extra funds to cover the bill.

If you choose not to rebuild your home, you wilteese the replacement cost of your home, less digtien.
This is called actual cash value. You should make shat the amount of insurance you have will cdle
cost of rebuilding your house. You can find out wihés cost is by talking to your real estate aganbuilders
in your area.

Do not use the price of your house as the basithBbamount of insurance you purchase. The marke pf
your house includes the value of the land on wkhehhouse is situated. In almost all cases, thauah still be
there after a disaster, so you do not need to@nsuyou only need to insure the structure.

# 4. Am | covered for flood damage?

No. If you live in a flood-prone area it may be &i® purchase flood insurance. Flood insuranceasiged by
the federal government, under a program run byFégeral Insurance Administration. In some partshef
country, homes can be damaged or destroyed by idadsIThis risk is also covered under flood pokcie
Contact your agent or company representative tohgeinsurance or call the Federal Emergency Meament
Agency at 1-800-427-4661 or visit its Web sitevatw.fema.gov

# 5: A pipe bursts and water flows all over my flocs. Am | covered?

Yes. The HO-3 covers you for accidental dischafgeaier from a plumbing system. You should checlryo
plumbing and heating systems once a year. Whileayewcovered for damage, who needs the mess asi@has

# 6: What if water seeps into my basement from thground, am | covered?
No. Water seepage is excluded under the HO-3. Atiteiwater seepage is not due to a flood you natl be

covered under a flood policy. Seepage is viewed amintenance issue and is not covered by insurafoee
should see a contractor about waterproofing yoseltvent.



# 7. Am | covered for earthquake damage?

No. Earthquake coverage is sold as additional emeto the homeowner’s policy. To find out whetiieu
should buy this insurance, talk to your agent angany representative. The cost of this coverageveayn
significantly from one area to another, dependindghe likelihood of a major earthquake.

# 8: A neighbor slips on my sidewalk or falls downmy porch steps and threatens to take me to court fo
damages. Does my policy protect me?

Yes. The policy will pay for damages, if a fall other accident on your property is the result otiryo
negligence. It will also pay for the legal costsdefending you against a claim. Also, the medieginpents part
of your homeowner’s policy will cover medical exges, if a neighbor or guest is injured on your prop
You should check to see how much liability proteetyou have. The standard amount is $100,000.uffgel
you need more, consider purchasing higher limits.

# 9: A tree falls and damages my roof during a sten. Am | covered?

Yes. You are covered for the damage to your rool ¥re also covered for the removal of the treaegsly
up to a $500 limit. You should cut down dead omdyirees close to your house and prune branchesitha
near your house. It's true that your insurance roslamage, but falling trees and branches canigls@ your
family.

# 10: During a storm, a tree falls but does no dange to my property. Am | covered for the cost of
removing the tree?

Your trees and shrubs are covered for losses dusk® like vandalism, theft and fire, but not widdmage.
However, if a fallen tree blocks access to your gmou may be covered for its removal. Decide if yeed
extra insurance for the trees, plants and shrubganproperty. You may be able to purchase exisarance,
which will not only cover the cost of removing fatl trees, but will also cover the cost of repladiegs, and
other plants.

# 11: If a storm causes a power outage and all tHeod in my refrigerator or freezer is spoiled and nust
be thrown out, can | make a claim?

The general answer is no. However, there are a aunftexceptions. In some states, food spoilagevered
under the homeowner’s policy. In addition, if thener loss is due to a break in a power line onasecto your
property, you may be covered. You should check wathr agent to find out whether you are coveredidod
spoilage in your state. If not, you can add foodilsge coverage to your policy for an additionampium.

# 12: | have children away at college. Are they ceved by my homeowners insurance?

If they’re full-time college students and part oduy household, your insurance generally providemeso
coverage in a dorm, typically 10 percent of theteots limit. If they live off campus, some companieay not
provide this limited coverage if the apartmentasted in the student’s name.

# 13: My golf clubs are stolen from the trunk of mycar. Does my homeowner’s policy cover the loss?

Yes. The HO-3 covers your personal property while anywhere in the world. However, if your golifiles are
old, you will only get their current value, whichagnnot be enough to purchase a new set. Consiganga
replacement cost endorsement for your personalkepiypprhis way you will get what it costs to re@abe golf
clubs, less the applicable deductible.



# 14: | have a small power boat. If it is stolen,ra | covered? What if there is a boating accident ash| get
sued? Am | covered for that?

Whether or not you are covered for either thetiaility depends on the size of the boat, the éposver of the
engine and your insurance company. Coverage foll bwats under homeowner’s policies varies sigatfity.
Ask your insurance representative whether you medat owner’s policy.

# 15: My house is close to the ocean. I've heardatif it is destroyed by the wind, the town's new bilding
code requires me to rebuild the house on stilts. T& will add $30,000 to the cost of rebuilding my hase.
Am | covered for this extra cost?

No. The HO-3 excludes costs caused by ordinancksnarthat regulate the construction of buildingsu can
purchase an Ordinance or Law endorsement. Thiscawler the extra costs involved in meeting newding
codes.

# 16: Am | covered for Acts of God?

Sometimes. The term Acts of God is not specificallgntioned in homeowners insurance policies. laligu
refers to natural disasters like hurricanes andaoes, as opposed to man-made acts, like theftaatal
accidents. Some natural disasters, such as dam@genindstorms, hail, lightning and volcanic eropi, are
covered under homeowners insurance. Damage fravddland earthquakes is not.

# 17: What should I do if my policy provides lessaverage than the HO-37?

Review your coverage with your agent. Some oldéicies provide less coverage than the HO-3. They nud
provide coverage for water damage, theft, or lighilThey may also provide coverage for the housean
actual cash value basis, rather than a replacernshbasis.

Actual Cash Value means replacement cost less dapon. For example, if your roof is destroyedaistorm,
the insurance will only pay for the cost of a newfrless the amount of depreciation of the old rdfofour
roof was in great shape, this deduction will notl&ge. However, if the roof was old and worn ahig
deduction for depreciation may be significant. shwuld try to get an HO-3.

COURTESY OF AFFORDABLE HOME INSPECTIONS

Call: Al Wright
Cell: (905) 730-9300
Email: Al@affordablehomeinspecions.biz
Website:http://affordablehomeinspecions.biz



