Homeowners Insurance Overview

Homeowners insurance helps pay to repair or rebuild your home and replace personal property due to a covered loss.
Although Florida law does not require homeowners’ insurance, some cities and counties require liability coverage if you
own certain pets or a swimming pool. Liability coverage pays for non-automobile related injuries to other people, or damage
to their property, for which you are legally responsible.

For mortgaged homes, the lending institution will require full insurance coverage on the structure, including flood (if located
in special zone), fire, liability, windstorm, etc. Some developments and subdivisions may also require insurance.

There are various types of residential insurance including homeowner, condominium, renters and mobile home. All of these
types provide property and liability coverage. The property coverage insures against perils such as fire, wind, hail,
vandalism, and theft. The perils covered depend on the type of policy you purchase.

The chart below displays the most common types of homeowners’ policies and the perils they cover.

PERLS = FORMHO-2 = FORMHO-3 | FORMHO-4 FORM HO-6 -~ FORMHO-8
Contents Contents Contents Contents Contents

All Risk Yes

Fire / Lightning Yes Yes Yes Yes Yes Yes Yes Yes

Windstorm / Hail(can be Yes Yes Yes Yes Yes Yes Yes Yes

excluded)

Explosion Yes Yes Yes Yes Yes Yes Yes Yes

Riot / Civ Comm Yes Yes Yes Yes Yes Yes Yes Yes

Aircraft Yes Yes Yes Yes Yes Yes Yes Yes

Vehicles Yes Yes Yes Yes Yes Yes Yes Yes

Smoke Yes Yes Yes Yes Yes Yes Yes Yes

V&MVM Yes Yes Yes Yes Yes Yes Yes Yes

Theft Yes Yes Yes Yes Yes Yes Yes Yes

Falling Objects Yes Yes Yes Yes Yes Yes Yes Yes

Wat-ice / snow Yes Yes Yes Yes Yes Yes Yes Yes

Acc dis / overflow of Yes Yes Yes Yes Yes Yes

water / steam

Tearing apart Yes Yes Yes Yes Yes Yes

Freezing Yes Yes Yes Yes Yes Yes

Artificial Elect Current Yes Yes Yes Yes Yes Yes

Volcanic Eruption Yes Yes Yes Yes Yes Yes

Catastrophic Ground Yes Yes Yes Yes Yes Yes

Cover Collapse

*HO-1 Specified Perils: Fire / Lightning through Theft
*HO-5 All Risk: Building and Contents

Keep in mind that your homeowner policy does not include coverage for flood. If you need flood insurance, contact your

agent.

Special Issues regarding homeowner’s insurance

Replacement Cost vs. Actual Cash Value: Replacement cost is the amount necessary to replace or repair your
damaged property with materials of similar kind and quality, without deducting for depreciation (the decrease in the
value of your home or personal property due to normal wear and tear). Actual cash value is the amount needed to
repair or replace damage to your home or personal property after depreciation. For example, the insurance
company would deduct for the age and condition of a 17-year-old roof with a 20-year life expectancy.

Market Value vs. Replacement Value: Homeowners’ insurance policies often provide replacement cost coverage
for the dwelling in the event of a loss. As such, insurance companies require policyholders to purchase an amount
of insurance equal to the cost to rebuild the home using current construction costs. This is very different from the
market value of the home. The market value of a home is the amount the home is worth if you were to sell it today.
The two amounts can be very different. Most replacement cost policies require you to carry a certain percentage of
the replacement value (normally 80%) at all times. If you fail to carry the correct amount of coverage, you may be
responsible for a percentage of a partial loss. For instance, if you carried a $100,000.00 coverage limit when in fact
the amount needed to meet the policy requirements is $200,000.00 and you have a partial loss of $50,000.00, the
company would only pay $25,000.00 of the partial loss which is 50% of the claim. The formula used in the example
above is the amount of insurance carried divided by the amount of insurance needed, times the amount of loss,
equals the amount payable for the claim by the insurance company.



e Additional Living Expense (ALE):ALE provides coverage for "additional” expenses of an insured that must live
elsewhere due to a loss to the insured residence by a covered peril . It pays only reasonable "excess” (above and
beyond normal expense) expenses until the property is habitable. Most policies will provide ALE when a civil
authority prevents access to the insured home due to damage to neighboring homes. Since policy forms are
different from company to company, you should always consult your own policy provisions or agent. Please note:
Florida law does not require insurance companies to pay ALE up-front. The insurance company may require you to
keep receipts and submit them to the company to receive payment.

e Mold and fungi: Some insurance companies exclude damage caused by mold and fungus from their policies.
Some offer a buy back provision, and some limit the amount they will pay. Keep in mind even when the coverage is
provided, it pays damages as a result of a covered peril only. For example, flood is not a covered peril on your
homeowner’s policy. Therefore, the mold resulting from the flood may not be covered either.

e Law and Ordinance Coverage: This endorsement pays for the enforcement of any law or ordinance regulating the
construction, repair, or demolition of a building or structure after it is damaged. For example if your home was only
50% destroyed but your local ordinance required the remaining 50% to be torn down and rebuilt, this coverage
would pay, up to the amount purchased, toward tearing down and rebuilding the undamaged 50% of your home.
Insurance companies are required to include this coverage at 25% of the dwelling limit and you must sign a waiver
to remove the coverage. In addition to the 25%, the insurance companies must also offer a limit of 50%. However,
you may be able to purchase additional limits.

Homeowner’s Insurance Tips:

Verify before you buy!!!! Contact us to verify the license of the agent and the insurance company before you sign the
application for a policy.

Property Coverage Guides The guides are excellent tools to gain a better understanding of all the coverage and
limitations of property insurance.

Complaint Comparison! You may compare the number of complaints an insurance company has compared to the
number of policies they have in force on our Web site.

Premium Discounts for Hurricane Loss Mitigation! This page contains information for consumers regarding
premium discounts that are offered by insurers to policyholders who harden or reinforce their homes against wind
damage.

Prepare a Home Inventory Checklist! A home inventory — along with photos and proof of ownership — will make it
easier to file an accurate, detailed insurance claim in case your home is damaged or destroyed.

Better Building Codes Mean Lower Rates! The Building Code Effectiveness Grading Schedule (BCEGS) assesses
the building codes in effect in a particular community and how the community enforces its building codes, with special
emphasis on mitigation of losses from natural hazards.

Make sure your home is insured properly! Although most homeowner policies include an inflation guard to
automatically increase your coverage annually, you should check with your insurance agent once a year to make sure
you have adequate coverage.

Read your policy carefully! Insurance policies do not cover everything, read about the exclusions. Also, there are
limitations on certain types of personal property, such as but not limited to antiques, firearms, jewelry, furs and
electronics, including computers and their equipment. Additional coverage may be purchased. Talk to your agent about
additional coverage.

Keep an inventory of your personal property! When you have a loss, it is your responsibility to know what property
you have, when it was purchased, how much you paid for it, and how much it will cost to replace it. You should also
keep receipts for large purchases, or keep your credit card statements. You may be asked to prove that you ever
owned the item in question. It is always a good idea to take pictures or videos of your property as well.

Keep a copy of your policy in another location! In the event your home is totally destroyed, you would have copies
of all your important documents including receipts you may need to settle a claim with your insurance company.



