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Experts say it costs more to rebuild than it does to start from scratch, 50 the market
vatue of a house doast indicate the amount of insurance you need.

Reporting from Washingten - There are @ number of steps every homeowner should
take to lower the cost of property insurance. But reducing the amount of coveragi 1o
malch today's lowar values is probably not one of them.

Recsuse i costs more ta rebuild than it does to start from scrateh, the marke! value of
a house is nol a reliable indicalor of Ie amount of insurance you need. Togp little
coverage and your palicy may not assuime the cost to return your plare to s original
condition if needed,

“There has been a lot of noise lately around

Mt Viawesd

£ B GUOGLY market valies, but market value and the cost
to rebuild are two totaily differant things,” said 1 ey }e*’vo says fie nma show 10t hers 1w aave’
Local Flood nsurance Eizine Baisden, vice president of national o
Find Low-Cost Flood Rates. Agents, properly for Travelers Cos., the Hartford,
Qugte Estimates, and Flood Facts. Conn.-based property casuaity insurer, "So
Renling B lowering policy fimits couid leave you
» Search underinsured.”

Hichigan Home Insurance
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Despite the downward spiral in housing prices.
home repair costs increased nearly 4%
nationally, according o Xactware, whose
software products estimate building and repair

Homeowner's Insurance costs. Marshall & Swifl, an authority on

Low Rates, Quick Clams, Converient  puilding-cost Yata, says i can cost as much as
Covers Fire, Theft, ana More! 30% mare to rebulld a house as apposed lo
o SRES building a new one

Renansiruclion costs are greater because the process usually involves the tamalition
and removal of damaged property. On-site mohility often is limited by the neod 1o work
around existing landscaping, power lines and other bulidings. There are no eccnomies
of scale hke there are when building row upon row of houses. Then mere's the issue of
newer, often more rigid building codes that might have 1o he met

warket vaiue, on the other hand, is oflen influenced by faclors thal have abysolutely
nething to do with the cost to rebuild -- the quality of nearby scheols, for example, the
Iocal iax base or the proximity to rapid fransit.

Value also is affecied by the cost of the tand on which the hause sits, and thatis
something you should factor in when gonsidering how rmuch coverage o camy.

Typically, the building lot accounts for 25% of a home's vallie. Bul you can get a hetier
veading from your tax bill, which usuatly separates he value of the land from the value
of the house. You shouldnt use the property’s assessed value to determing how much
coverage you need, but you can use the percentage ratio of the lot to the total to at
ieast get an idea of what's needed.

Still, it's probably not a gecd idea to arbitrarily make these kinds of decisions withoul
first sitting down with your agent and discussing your needs. The wrong choice could
prove to be an expensive one, Travelers' Baisden said.
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"Home insurance limits are in place to financially protect yeur tamily should something
go wrong " she sad. "If there's a fire or a significant weather event, you want to make
sure you have enough coverage (o rebulld your home in its entirsty.”

How to save

Here are some other steps you can take to save money while still protecting what may
be your most valuable asset,

* Check your credit records. For years. insurers based their rates mainly on the focahon
and age of the property and its distance from the nearest firshouse. Now, like morgage

lenders and other cradit issuers, they “score” policyholders hased on information in LARGE STUDIOS

if ‘credil histories.
their credil hislories EROM
ti's & wontroversial practice, bul insurers maintain that insurance scores are highly i
predictive of risk. Some use scoring only when other factors suggest that you are fikely
to file more claims, but oihers use it more extensively as both an underwriting too! and
a mechanism for setting rates.

‘Whether you agree with ihe practice or not, it is imponiant to pay your bills on time and ONE BEDROQOMS

make sure that there are no errors in your credit records, EFEOM

* Avoid nuisance claims, The mere claims you file. the more you are going o be
charged, even if the laims ar¢ legitmate. So Use your coverage for its intended
purpose — to protect against losses from which you cannot recover on your own - and
take care of the minor incidents yourseff.

* Shop around. Prices vary fram company fo company. You won't be able to negotiate
rates. but you may be anle to iower your costs by companson shopping. Pramiums can
vary substantially from one insurer to the next.

FROM

Although priee is impodant, there are aiher factors ta congider whan choasing an
insurer. You want a company that's financially stable, and an agent who takes the time
o angwer all your questions. And make sure thal the company iBn prone Lo cutting
lovse anyene and everyone who files a claim.

You can check the financial heafth of the various cariers with rating companies such

as AM. Best and Standard & Poor's. To gel an idea about service, talk with friends and
relatives about their experiences, or consult consumer guides (such as Consumer .
Reports) that rate insurers every few years on readers’ overall satisfaction with their Q &A: M ic h 1 ei

companies. Jackson

* Raise your deductibie. A deductible is the amount you pay toward a loss before your
coverage kicks in. The higher the deductible, the lower the premium.

According to the Insurance Information Institule, an industry-supported nonprofit
cormunications organization, bumping the deductible from $250 to $500 could ot
your costs 12%, You could save as much as 25% by jumping te 2 §1,000 deductitle,
and ug 1o 0% by guing lo $2.500.

But since you will be selfansuring, be careful. Don't go 5o high that you don't hiave the
cash reserves to cover your share of the foss.

* L ook for discounts. It may be possible to lower your costs by buying alt your
insurance from the same company. Some insurers will out their premiums up to 15% 1
you buy two or more policies from them. But be sure that the combined price is lower
than buying the same coverage from competing companiss.

Other discounts abound. You may get a break of up o 10% if you're a longtime
policyholder, say, for six years or more. And if you are over 55 and retired, you may
qualify for a sentor discount under the theory that since you're now home more, there's
less chance of a major loss because you will be there 1o catch the fire or leak before it
gets out of hand.

You usually can opiain a premium reduction ranging from 5% to 25% if you have
protective devices such as burglar alarms or even deadbolt locks.

sicheimani@aol com

Distnbuted by United Feature Syndicate Inc.
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