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Insuring your hom

How to find the best coverage for whatever comes your way

ILL YOUR INSURANCE (COITI-

pany be there for you in

the aftermath of a disas-

ter, when you most need
it? The answer might be no.

When Consumer Reports National Re
search Center surveyed readers about their
homeowners insurance claims in the last
few years, hall of those who had filed
claims related to Hurricane Katrina re-

ported problems. That's twice the rate of

problems reported by other respondents.
Twenty-six percent of Katrina victims said
they were paid too lirtle, compared with
11 percent of others. A disaster tests every-
one, and in the eyes of our readers insur
ars often failed thar rest.

Even if you're nowhere near a hurri
cane zone, you could face catastrophe in
the form of fire, wind damage, or a law-

suit, It's in those dire situations that you
truly need coverage that lives up to its
promises. Yet our evaluation of home in-
surers found that doesn’t always happen.
You can find excellent insurers, but you
can also face a maelstrom of complexity,
cost, and difficulty getting your due. Here
are highlights of our findings:

« Excellent coverage can be costly or hard vo
get, Arnica Mutual Group, USAA Group, and
the Chubb Group of Insurance Ces. were
rated more highly for claims satisfaction
than most other insurers. But USAA home
owners insurance is available only to those
with a connection to the U.S, military, and
Chubb markets itsell as a high-end insurer,
with premiums o match. (Amica says 1t
has moved away from its tradition of selling
only to those referred by policyholders.)

« There are claims problems with seme
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large insurers. Inour survey, 35 percent of
Allstate Insurance Group clients reported
such problems with that carrier, the na-
ton’s second-largest. That contrasts with
14 percent who reported problems with top:
ranked Amica. Allstate and Travelers Insur-
ance Cos., another large group, were
among the lower-rated groups overall.

[ DID YOU KNOW?

3%

Respondents in our survey who switched
companies and got a cheaper rate.




* Delayed paymentsare common. Twenty-
one percent of respondents said they had
faced delays having claims paid. Amica
and USAA got better marks than most.
* Insurers are scaling back coverage. They
are imposing high deductibles for wind-
storms in many places and cutting coverage
for mold and dog bites. Some are using
credit-based insurance scores to reject pro-
spective clients and to raise premiums of
current ones. In some dreas, INSUrers }.'lﬁ\"t?
abandoned homeowners coverage enti rely.
still, we found good news, especially
for people with decent credit and claims
history,

Lots of folks are finding lower prices. A
fifth of respondents said they had been with
their company for four years or less. Of
those, more than half said they had found a
better premium with their new carrier.

And consumers are reasonably con-
tent. Overall, 73 percent of respondents
were highly satisfied with their current
carrier. That compares with a satisfaction
rate of 77 percent in 2003, the last time we
published ratings of homeowners insur-
ance, Only 5 percent indicared their claims
were rejected, and 11 percent said they re-
ceived too little payment for their claims.
The remaining 84 percent were satisfied
with the settlement of their claims.

Tighter underwriting

If you haven't shopped for homeowners
coverage lately, be prepared: The landscape
has changed. Insurers are getting pickier
about whom they will take and whom thay
will keep. And they're using new tools to
determine who will get the best price.

An increasingly important pricing fac-
tor is your credit-based insurance score,
which includes some of the elements that
make up your credit score. The industry
maintains that there’s a correlation be-
tween credit history and the likelihood
youwill make a claim. To get the best price
from a new carrier, you will need a stellar
record. “What peaple don't realize is most,
if not all, quotes are based on credit, " says
Laurie Salkin, personal lines client man-
ager for William A. Smith & Son, an insur-
anceagency in Newburgh, N.Y,

An insurer can use credit-based insur-
ANCe SCoTes o SqUeeze CUurrent Customers,
too. As of March 2008, Amica Lloyd's of
Texas told Frank Sulzbach, 67, of Dallas,
that his home-insurance premium would
rise by a third, to $2,636, due'in part to his
credit-based insurance score. Sulzbach,
who knew his credit was excellenit, found

coverage elsewhere for $1,368.

Robert Hunter, director of insurance
for the Consumer Federation of America,
says the use of credit records for under-
writing and pricing “simply makes no
sense.” The industry, he says, hasn't ade
quately explained how a job loss or mort
gage trouble makes the homeowner a
more risky policyholder. “A consumer's in-
surance price change following a credit
shift due to the economy, illness, ot
sourcing, and other events beyond the

homeowner’s control can be precipitous
and costly, " Hunter says. “It is unfair, par-
ticularly to the poor and all those living on
tight budgets, where even a small illness
can cause a deterioration of credir score.”
Consumers can also be pinched when
insurers leave regions and entire states
they find unprofitable. Last year Florida
state insurance regulators rejected a re-
quest for a 47 percent rate increase. In re
sponse, State Farm's Florida subsidiary
announced it would no longer sell new

Buy enough protection but no more

Nationally, the average homeowners
premium rose about 3 percent this year
and will continue to rise, according to
the Insurance Information Institute, a
tradegroup, To reduce the pain, get the
right level of coverage Your home's
insured value, or replacement cost,
shiould equal the cost in labor and
materials to rebuild from scratch,
generally not including the faundation.

That'snot the same as the market value,

whichincludes the cost of the fand.
You can use an online calculator to
estimate Your home’s replacement cost.

Using the calculator at www. bujlding-cost.

netis free; Www.accucoverage. com offers
evaluations for $7.95, Your insurer will
offer ts own appraisal, but for a second
opinionyou can hire an appraiserata
cost of 5250 to $500. When you renew:
your policy, inform the insurer of any

improvements you've made to determine:

anaccurate premium,

Which coverage to buy

The most common hameowrers poficy
covers an array of perils, including burst
pipes, explosions, fire, hail, lightning,

theft. vandalism, and windstorm, except

wheri they're explicitly exclided. The
liability portion pays attorneys feesand
damages in lawsuits invalving badily
injury or property damage caused by
you, a family member, or a pet.

The best coverage is"guaranteed
replacement cost, which pays for
rebuilding, no matter the cost. But it's
expensive, and it might not be available.

Next best is extended replacement cast,
which caps coverage at about 20 percent

more than replacement value. Policies
also cover your home's contents, such
as furniture, clathing. electronics,
musical instruments, and so on, for

50 to 70 percent of the replacement cost.

Mbost policies generally provide a
minimum of $100,000 in liability
coverage. That might not be enough if

you're sued for a serious accident on your
property. and yourassets could be at risk,
You can buy an umbrella policy to add
liability protection. Usually you must have
$300,000in homeowners and $250,000 in
autoliability coverage to buy ene, At an
average cost of 5150 to 5300 per $1 million
incoverage, it's agood deal,

Major exclusions

Flooding. This includes water damage
from clogged drainage systemsand
mudflows. Consider National Flood
Insurance, even if you dom't think you're at
risk. The:Federal Emergency Management
Agency estirmates that 25 percent of
floods occur in low- to moderate-risk
areas. Go to www.floodsmart.gov far more
information.

Earthquakes, sinkholes, and landslides.
Buy coveragefromyourstate or a private
company, if it's available and affordable.

Upgrades to code. Most policies caver
about $10,000 to cover added costs of
rebuilding to new codes. If you have an
alder home or If codes have recently
changed, buy a law-and-ordinarice rider
for an extra 25 percent of the premium.
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policies, effectively signaling the insur-
er's exit from the market. The company
said it was paying out $1.21 for every 81 it
collected in premiums.

In New: |ersey, the insurer took a differ-
ent route. Barbara Eckhardt, 81, a State
Farm customer for more than 30 years, got
a letter last year from the company notify-
ing her that it was canceling the policy on
her home in coastal Cape May County. But
it offered to keep Eckhardt’s auto and oth-
er coverage. “They're happy to keep any-
thing thatdoesn't look like it's going to be
costly to them,” she says.

“It’s a continual process of managing
our risk, of deciding what policies we can
write and what policies we can't,” says
State Farm spokesman Dick Luedke,

Our advice: Compare prices at least ev-
ery five years, even if you're not being el-
bowed out. “You may have shopped 5 or 10
years ago, but those results may be irrele:

To get the best
rate, you must
have a stellar
credit record.

vant, given the changes in the market,”
Hunter says. You might lose the “loyal
customer" discount that can be 10 percent
or so of the premium, but he notes, "It
may be 10 percent of a rate that's double.”

Our Ratings for claims service, en the
facing page, is a goed place to start shop-
ping. Make sure you compare costs of
identical policies. Check with anindepen-
dent agent or insurance-shopping Web
site for a wide selection of quotes,

Also take into account the insurer's fi-
nancial viability, particularly in thisecon-
omy. Recently Consumer Reports Money

Making a claim: How to get your due

Whether your home isdamaged ina
natural disaster or an everyday event,
follow the claims advice below gleaned
from insurance experts and Hurricane
Katrina victims.

First steps

» Quickly make a st of your possessions, if
you dan'talready have a household inventory.
Askfamily and friends for photos they might
have of your homes interiar

» Do emergency mitigation, such as putting a
tarp.over a damaged roof and drying out
flooded areas with fansto prevent mold. But
first take photos of the damage. Document
your efforts and keep receipts for expenses.
Get a repairormitigationestimate froma
trusted local contractor. Keep receiptsfor
temporary living expernses.

= Document every contact with your
insurante company, including times, dates,
andwhatwas discussed. Note when an
adjuster visits as well as rissed visits,
unreturned phone calls; and rude behavior.
You might nead the hotes if you have'to sue.
= If you geta payment up front for living
expenses, don't sign any decument that says
it's your final payment. If you were invalved in
a storm, don'tsign any document that says
that all the damage was flood-related."We've
sgen oo many instancesinwhich adjusters
have put a piece'of paperinfront of a
policyholder to signand they've found that
they'vejust signed away their rights to full
coverage. says M. AlexWinslow, executive
director of TexasWatch, aconsumer rights

‘group in Austin. “If they say they're giving you
42,500, you ask,'What does it mean with
regard to the rest of the claim?”

» Cansider hiring a public adjuster. They wark
foryou, notthe insurer. Theycharge a hefty
fee—usually 10 percent of the insurance
payout—but might saveyou hassles and help
you get a higher payment. To find one, check
the National Association of Public Insurance
Adjusters (www:napia.com). Insiston
references from people insimilar situations,
several years experience asa public adjuster,
and a'state license where required.

Working with the adjuster

» Aslc the adjuster for his or hey credentials;
training should involve more than a three-day
crash course. If you're nat happy with the
adjuster, engineer, or any other expert the
insurer provides, demand a new one.

« Be present in the homewhen the adjuster
visits and make sure he or she sees
everything. Ask fora copy of the adjusters
repart and review it for mistakes. Ask fora
copyof your claims file; you're entitled toit.

» Copy everything you give the adjustar and
askfora receipt. If the adjuster advises you to
start repairs, get that permission in writing.
Steve Mostyn, an attorney in Houstorrwho
represents consumers against iNsurers, says
Information often gets lastwhen one
adjuster replaces another halfway through
the process. "TheNo. | complaint from
consumers, hesays,“is that one adjuster told
them they'd pay for everything and the next
onesays, I'm not doing that™”
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Adviser, our monthly personal-finance
newsletter, determined that the most
stringent life insurer financial-strength
ratings can be found at TheStreet.corn (for-
merly Weiss Ratings), which also rates
property/casualty insurers. Go 0 WWW.
thestreet.com and click on “Portfolio and
Tools"; adrop-down menu will take you to
insurance ratings. Type in the full name
of your insurer, not just the name of the
group that owns it, to find its financial
strength rating. Look for insurers with a
rating of A (excellent) or B/(good).

New limits and exclusions

For many Americans, shopping for home-
owners insurance is like a parlor game.
Roughly 2 million homeowners, particu-
larly along the Gulf and Atlantic coasts,
are stuck paying higher premiums for
less-comprehensive coverage with state-
run, last-resort insurance pools.
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« I vou have customwaork in your house,
insist onan outside estirnate by an
appropriate tradesman. And dan't accept
lower-quality replacements.’| had cherry
cabinets, solid brass hinges, and Baldwin
doarknobs,'a Hurricane Katrina victim from
Metairie, La., told us. "My attitude was,

| want you to abide by the terms and
canditions of the contract.”

A

If you get the runaround

«» |f your insurer maintains that yeur policy,
doesni't cover the damages or if the offer is
too low, askit to point out the exclusion or
[imit in your policy in writing.

o If you feel you've been misled by the policy
wording, contact a local plaintiff's attorney
who specializes in insurance law. The
Consumer Federation of America hotes that
courts have cansistently ruled in favor of
policyhalders on policy ambiguities,

« Filea complaint with yourstates
department of insurance.
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