
 

Real Estate 

Is your house a ticking time bomb? 

Want to ensure your home is — and will continue to be — insurable? Beware of these 
five issues. 

By John Roach of SwitchYard Media 

Got a home? Insure it. 

The task sounds easy enough, but insurance companies shy away from risk. Before you shop 
around for a policy, you should fix that leaky plumbing, update the wiring and plug that pothole 
in the driveway. 

If your home has a structural flaw, it could result in a denial of homeowners insurance 
coverage long before the underwriter asks about pets or other liabilities. So snuggle up with 
the pooch and consider these five ticking time bombs that can make homeowners insurance 
hard to find. 

1. Water damage 

 

"The biggest (concern) is presence of water where it shouldn't be," says Bill Wilson, associate 
vice president of education and research for Independent Insurance Agents & Brokers of 
America, a national insurance and financial-services association. "Insurers are terrified of 
water-related claims." 

These claims often show up in older homes with leaky plumbing fixtures and humid crawl 
spaces, which can lead to structural rot and mold that turn into five-figure claims, he says. 

_____ 

5-minute guide to home insurance  

A close look at what your policy does and doesn't cover may surprise you. Here's a 29-
point guide to help you read it closely to determine what coverage is best for your situation. 

By MSN Money staff  

What's the most important thing you need to know about your homeowners insurance? The 
answer: What it does -- and doesn't -- cover.  

That list may not be as obvious as you think. Regular homeowners insurance will cover 
damage from fires, tornadoes and pieces of satellite that fall from the sky, but it won't cover 
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havoc wreaked by flooding, hurricanes, earthquakes, acts of terrorism or nuclear 
meltdowns. (See "10 things your insurance may not cover.") 

How do you know if you have the right coverage? After all, one survey found that 68% of 
households have too little to adequately protect their property. (See "Is your home 
underinsured? 8 key tests.") 

Here are the basics you should have from your homeowners insurance: 

 You want enough coverage to rebuild your home from scratch. Don't count on your 
agent to give you an accurate figure. Get a square-footage estimate of the 
reconstruction value. It generally isn't the same as the fair market value. Remember: 
A "guaranteed replacement" policy isn't necessarily a guarantee. 

 Get "replacement cost" rather than "actual cash value" for your belongings. Make an 
inventory of your possessions and the cost to replace them. You'll likely need a rider 
to protect valuables like furs, jewelry, fine art and antiques.  

 Check your policy's "loss of use" provisions. How long will your insurer pay your rent 
while your damaged home is being repaired or rebuilt? 

Video on MSN Money 

 

Right down to your socks 
If a disaster destroys your 
home, your insurance 
company will want an 
inventory down to the last 
sock. Fortunately, compiling 
an inventory is easy. 

What matters as you shop  

How do you get the best deal on homeowners insurance?  

 Shop around. Get online quotes here. Make sure the company is financially sound. 
You'll also get a discount if you buy your homeowners and vehicle insurance from 
the same company. 

 Raise your deductible. You can save up to 24% by increasing it to $1,000.  

 Buy the most liability insurance you can afford to protect you from lawsuits resulting 
from incidents like accidental injuries and dog bites. Consider an umbrella policy.  

 Make sure your insurer knows how close you live to a fire hydrant and fire station, 
and whether your home has deadbolts, smoke detectors and a security system.  

 Ask about discounts for seniors, longtime customers and nonsmokers.  

 Insure your house, but not your land.  
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 Maintain a good credit score. (See "Your 5-minute guide to credit scores.") 

 Don't report damage to your insurance company unless you intend to file a claim. It 
could lead to higher premiums or dropped coverage. (See "Insurers keep a secret 
history of your home.") Insurance companies have access to several scores that rate 
your property and your potential to file a claim. Get a free copy of your property's 
claims history -- your Comprehensive Loss Underwriting Exchange, or CLUE, report 
-- at ChoiceTrust. You can get a report on your home for $19.50. 

Insured, but not for everything  

Here are more details about what a standard policy will not cover, in addition to those listed 
above:  

 Damage from a sinkhole or mudslide. 

 Damage resulting from poor maintenance or neglect. Example: Water damage is 
covered if you forgot to turn off the bathtub faucet; it's not if water is seeping through 
your basement walls, which is considered a maintenance issue. 

 Sewer backups and mold. 

 Damage caused by pests, like insects, birds and rodents, and by pets. If your 
miniature horse chews the side of your house, you're out of luck. 

 Home-office equipment. 

 Tenants' belongings. Renters insurance costs about $150 to $300 a year depending 
on the amount of coverage, the deductible and where you live. (See "The basics of 
renters insurance.") It includes liability to protect you if someone is injured in your 
apartment. 

 Of note for condominium and co-op owners: Find out first what the building's 
insurance does and doesn't cover and insure accordingly. (See "Insurance worries 
for condo owners.") 

Are you ready for the worst?  

Separate policies are available to protect you in the event of a flood, earthquake or 
hurricane. These policies generally have high deductibles. FEMA funding is available for 
repairs and housing assistance not covered by those insurance policies.  

 You can buy flood insurance if your community participates in the National Flood 
Insurance Program. The program's Web site offers an interactive look at flooding risk 
as well as estimates on premiums. Don't wait until disaster is about to strike; there's 
a 30-day waiting period for coverage to take effect, with some exceptions.  

 Californians can get earthquake coverage from a few insurance companies or from 
the state-run California Earthquake Authority. Residents of quake-prone areas also 
should take steps to reduce the likelihood of damage to their homes. (See "Get the 
facts on earthquake insurance.") 

 Coastal residents in some hurricane-prone areas may have difficulty finding wind 
coverage. Floridians should check out Citizens Property Insurance for more 
information on hurricanes. 
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 Those who live on mountaintops or deep in the woods or are otherwise considered 
high risk may also have difficulty purchasing insurance. Check to see if your state 
offers a Fair Access to Insurance Requirements plan.  

Don't make a disaster worse 

 Make digital copies of your financial records and family photographs and send them 
to a trusted friend outside your area. Use a video camera to record the contents of 
your home. (See "5 ways to save your papers in a natural disaster.") 

 After a disaster, contact your insurance company as soon as possible. 

 Check for damage as soon as it's safe to return. Take photos of the damage before 
you begin cleanup. Make temporary repairs to mitigate further damage. 

 Read all of your policies, particularly the part covering "duties after loss." 

 Watch out for fly-by-night roofing and tree-removal companies that flock to disaster 
areas, and beware of con artists impersonating insurance adjusters.  

 Read the fine print before you sign anything from your insurance company. Don't 
sign away your right to future compensation when you get your first check, and don't 
accept a settlement offer that doesn't fairly compensate you. 

 For more steps to protect against harm and loss, read "10 after-the-disaster do's and 
don'ts."  

Updated July 14, 2009 

_____ 

Water damage, including from frozen and burst pipes, accounted for about 21% of all 
homeowners insurance claims in 2008, according to the most recent statistics from the 
Insurance Information Institute, an insurance-risk research group. The average claim was for 
$5,531. 

In a seemingly counterintuitive twist, mold often is a problem in airtight, energy-efficient homes 
built in the 1980s and early 1990s, says Jonathon Tudor, a spokesman for InsWeb Corp., an 
online insurance-quote and information service. 

Bing Cube: What does household mold look like? 

Many of these homes are built with synthetic stucco called exterior insulation and finish 
systems, or EIFS. If water penetrates the supposed watertight system, it may have no way of 
getting out, leading to spore growth, according to the Mold Help Organization. 

"So if you have a pipe leak or anything like that, even a drip, you will get a really humid 
environment because there is not air moving through it," Tudor says. "Older homes, believe it 
or not, actually tend to get mold less often because they are not sealed very well." 

If you have only minor water damage, such as infrequent water in the basement after heavy 
rain, Wilson advises against making a claim for it. Insurers may fear the damage could recur, 
and they may not renew your policy. In many cases, you can fix minor damage for less than a 
policy's deductible. 

"When you apply for insurance with another insurer, you are commonly asked if your coverage 
has ever (not) been renewed," he says. "If so, that can make it difficult to get affordable 
coverage for the same location." 
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2. Knob-and-tube wiring 

 

The most common electrical system in homes built before the 1940s is so-called knob and 
tube. You can identify this system in your attic and basement by its telltale porcelain insulators, 
or knobs, for running wires through open spaces, and porcelain tubes, which protect wires that 
run through studs and joists. 

Most insurance companies are hesitant to insure a home that hasn't been updated to grounded 
three-wire circuits, because knob-and-tube systems are now considered high-risk, especially 
as people increase their electricity use with more gadgets. 

To accommodate this increased use, such systems are often modified improperly and are 
prone to overloading, New Jersey-based contractor Brown Electric says on its website. As they 
get older, porcelain insulators also can become brittle and snap off, which increases fire risk. 

This wiring can last another 10 years or less than a month. "It's one of those chances you don't 
want to take," Brown Electric says. 

3. Roof condition 

 

Homes repeatedly subjected to stormy weather likely have damaged roofs, and "a dwelling 
with a roof in less-than-good condition may not be desirable to the insurance underwriter," 
Wilson says. 

For insurers, geography matters. The roofs of homes in regions prone to brush fires, high 
winds and similar phenomena are especially scrutinized. Thus, residents seeking homeowners 
insurance in Louisiana, Florida, North Carolina and other coastal regions can face difficulties 
and stauncher codes. 
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What's The Best Deal For Leaky Roof Repair? 
Date:11/18/2010Duration: 01:48Video By: KCRA TV Sacramento 
Call 3 shares tips on getting the best deal on roof repair. 

More Videos 

Florida's building code, for example, requires that homes meet strict standards to protect 
against hurricane-force winds. A 2005 University of Florida study showed that homes 
constructed after Florida's code was updated in 2002 retained more asphalt shingles in the 
active 2004 hurricane season than those built between 1994 and 2001. Retaining shingles is 
critical in storms because if too many are ripped off in high winds, rain might enter the attic and 
living space. 

Insurers also are likely to frown upon homes in all regions with wood shingles, known as 
shakes, Tudor says. These shingles are more prone to fire, rot and blowing off in a storm, and 
they can lead to higher insurance rates. 

"So wood roofs are more expensive across the board," he says. 

4. Neglected maintenance 

 

In some cases, insurance companies will send an independent inspector to a property before 
they write a policy to see if it is well-maintained, Wilson says. 

"People who don't take care of their property are more likely to have losses," he says. 
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Out-of-control ivy could be an obvious indicator of an unkempt yard and send up a red flag. Its 
roots can cause cracks and allow water to enter the house. Large trees with roots cracking 
through asphalt or sidewalks — or possibly encroaching on sewer lines — also can be 
liabilities if a guest trips and is injured. 

Tudor says that a homeowner with insurance could be denied a claim for failure to stay on top 
of the upkeep. He adds, however, that in his experience, many companies will write a policy 
without a site visit. This means sloppy home maintenance, a missing stair, lack of a handrail or 
a leaky sink could go undetected when a policy is written. 

5. Location, location, location 

 

The three biggest factors for a home's insurability also apply to real estate in general: location, 
location, location. 

Homes in hurricane-prone areas, for example, are notoriously difficult to insure. The same 
goes for houses built near forests without a sufficient buffer against fast-approaching wildfires, 
Tudor says. 

"Or if the area has a bad reputation," he says, "that tends to be the biggest issue." 

On our blog, 'Listed': 'Bless this house' gets a new-age twist 

On the flip side, Tudor says, homeowners with a monitored security system likely will receive a 
standard discount of 5% on their policy. This could serve as a hedge for homeowners looking 
to insure a house in a sketchy neighborhood. 

While acquiring a pit bull, Doberman pinscher or Rottweiler for home protection may seem like 
a wise move, note that having a dog could mean you pay more for homeowners insurance — 
or it could cause a denial of coverage altogether, Wilson says. 

"A number of insurers are now using exclusionary endorsements and not covering dog bites," 
he says, "or they are adding the coverage only for an additional premium." 
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