
WHAT DOES HOMEOWNERS 
INSURANCE COVER? 
Homeowners policies vary by company, and homeowners sometimes mistakenly assume 
common items and features are covered. When purchasing insurance coverage, talk with your 
agent about your needs and be sure to mention: 

	+ Sump pumps 

	+ Sheds and unattached enclosures 

	+ Trampolines and pools 

	+ Jewelry, artwork or antiques (Depending on the value, you might want to consider adding 
an additional personal articles policy.) 

	+ A home office or business 

ACTUAL CASH VALUE VS. REPLACEMENT COSTS 
If your policy provides actual cash value, the insurance company will pay you an amount 
equivalent to the current value of the property. Keep in mind that you might be reimbursed for 
less than what you originally paid for an item. 

With replacement cost, the insurance company will pay you the actual cash value up front and 
then provide further reimbursement if the cost of replacement is more than the actual cash 
value. 



WHAT AFFECTS RATES? 
Rates for homeowners insurance depend on the extent and dollar amount of coverage. A policy 
with an “all risk” clause will cost more than a policy that covers damage resulting from a limited 
number of named perils. A policy that provides replacement cost coverage for a $300,000 
home will cost more than for a $100,000 home; liability coverage of $300,000 will cost more 
than coverage of $100,000. 

RAISING YOUR DEDUCTIBLE TO LOWER PREMIUMS 
You can lower your premium by raising your deductible—the amount of money you pay out of 
pocket before your insurance company starts to pay for a loss. Doubling your deductible from 
the standard $250 can often reduce your rates about 12 percent; increasing the deductible to 
$2,500 can often save about 30 percent. The tradeoff, of course, is that you may wind up paying 
a hefty bill out of pocket if your home is damaged. 

DETERMINING YOUR LIABILITY COVERAGE 
Coverage for $250,000 might sound like it would go a long way to protect your property. But 
once you factor in your home’s value, you might need more coverage. An umbrella policy can 
extend your liability coverage above the amount that you might find in a basic homeowner’s 
policy.  


