Homeowners and renters insurance:

What you need to know before and

after a natural disaster

About two-thirds of U.S. residents live in areas where there is a moderate to very high
risk of a natural disaster. While insuring your home and belongings won't help you avoid
disaster, it will help you recover from it. Here is what homeowners and renters need to

know.

Standard coverage

All homeowners and renters should have adequate
property insurance. Omitting certain types of
coverage or having limited coverage that is too
low to fully protect you could leave you with a
financial loss you can't recover from.

Standard homeowners and renters insurance
policies typically cover your personal belongings
and the cost of being displaced (hotel bills, etc.)
due to severe damage (as does the coverage for
condominiums, townhomes and mobile homes).
Homeowners insurance also covers the building.

(Learn more about homeowners insurance here:
https://www.nerdwallet.com/blog/insurance/understanding-
homeowners-insurance/. Learn more about renters
insurance here: https.//www.nerdwallet.com/blog/insurance/
what-renters-insurance/.)

The coverage limit for a homeowner’s belongings
is usually calculated as a percentage of the dwell-
ing coverage. For example, if the building is in-
sured for $400,000, the policy might pay for per-
sonal property damages up to 10 percent, or
$40,000.

Since renters insurance doesn’t cover the dwelling,
the coverage limit for personal belongings should
be the cost of replacing your belongings.

Both homeowners and renters can add coverage
(at a cost) to protect valuables that normally
wouldn't be covered, such as expensive electron-
ics, jewelry, artwork, etc.

Replacement cost coverage pays the actual cost of
replacing your possessions, while actual cash value
coverage only pays the depreciated cost of the
item at the time of the loss. Replacement cost
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coverage is more expensive than actual cash value
coverage, but the small additional premium is well
worth it.

Standard homeowners dwelling coverage kicks in
after loss caused by a wide range of disasters,
typically including tornadoes, wildfires, severe
winds, hail and lightning. But “covered perils”
vary, so you need to understand what exclusions
(non-covered losses) your particular policy contains
(https://www.iii.org/article/which-disasters-are-covered-by-home-
owners-insurance).

Typically excluded from a standard policy is dam-
age caused by flood, earthquake, landslide/mud-
slide and sinkhole. And while, for example, wind
damage might be covered under your policy, the
deductible for wind damage caused by a hurricane
might be higher, and flood damage that is the
result of a hurricane might not be covered at all.
Insurance coverage is complex; you must under-
stand exactly what is and isn't covered before a
loss so that you are not uninsured or underinsured
and can adjust or supplement coverage where
necessary.

An insurance professional, particularly one familiar
with your current coverage, can help you deter-
mine the coverage you need to stay adequately
protected and find ways to save money on premi-
ums. But beware of the tendency to underinsure.
United Policyholders offers tips to avoid getting

caught short on cover-
age when you file a
claim (https://uphelp.org/
is-your-home-underinsured-
8-key-points/), as do Con-
sumer Reports (https://
www.consumerreports.org/
homeowners-insurance/
will-your-homeowners-insur-
ance-come-throuqh-after-a-
natural-disaster/) and the
Insurance Information
Institute (https://www.iii.org/
article/how-much-homeown-
ers-insurance-do-you-need).

When going over your
policy, understand your
deductibles—the
amount of the loss that you would have to cover
out of your own pocket. Lowering your deductible
will increase your premiums; increasing your de-
ductible will lower your premiums. You, not your
insurance agent, determine the amount of your
deductible, but the agent can help you understand
how much your premium will change with any
increase or decrease. An “insurance checkup”
(https://www.consumer-action.org/english/articles/insurance
checkup) done annually or in response to significant
changes is a good way to make sure your cover-
age and deductibles are right.

Limits to disaster coverage

Flood damage is excluded under standard home-
owners and renters insurance policies. Separate
flood insurance is available under the National
Flood Insurance Program (NFIP) (www.FloodSmart.gov
or 888-379-9531). Some private insurers offer
excess flood policies, which provide water damage
protection over and above the coverage provided
by the NFIP or a private flood policy. Learn more
about flood insurance from the Insurance Informa-
tion Institute (I1l) (https://www.iii.org/article/facts-about-
flood-insurance). Note: Mortgage lenders typically
require flood insurance on homes in flood zones.
In other cases, it's optional.

Earthquake damage also is excluded under stan-
dard homeowners and renters insurance policies.
Optional earthquake coverage is available from
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most insurance companies as a separate policy or
an “endorsement” to your homeowners or renters
policy.

California homeowners can also purchase cover-
age through the nonprofit California Earthquake
Authority (CEA) (www.earthquakeauthority.com). Rates
can vary widely, based on location, construction
materials, foundation, height and more, and de-
ductibles are higher (5%-25% of the policy limit)
than those on standard homeowners or renters
policies. Learn more about earthquake insurance
from the Il (https://www.iii.org/article/earthquake-insurance-
for-homeowners).

If you live in a high-risk area for any particular type
of disaster, talk to your insurer about the risks and
how to protect against them.

When disaster strikes

Contact your insurer as soon as possible after the
disaster. (If you're not sure who provides your
flood insurance, call 800-621-FEMA [3362] to find
out.)

Confirm that your loss is covered under your
policy. Ask about the claims process and timeline,
including when the insurance claims adjuster will
contact you and/or visit the property. If an adjuster
has not contacted you to set up a visit within three
days, call the insurance company back.

Let the insurance company know if you need to
relocate and ask how to receive payment for
temporary living expenses, if your policy includes
that coverage. (Both the Insurance Information
Institute [https://www.iii.org/article/settling-insurance-claims-
after-a-disaster] and the National Association of
Insurance Commissioners [https://content.naic.org/sites/
default/files/inline-files/Claim%20Disaster%20Guide%20-%20
Generic%20FINAL%207%2023%202019.pdf] offer a run-
down of the post-disaster claims process.)

In the meantime, take reasonable steps to protect
your home from further damage, but don’'t make
any extensive or permanent repairs. Take photos
or video of your losses, and create an inventory,
including the approximate value of damaged

property.
Gather receipts for damaged items, if possible.
Ideally, maintain an inventory of your property and

store it in the “cloud” so that it is available if
disaster strikes (https://www.iii.org/article/how-create-home-

inventory). There are many free home inventory
apps, websites and software programs available.
Ask your insurer if it has one, or search online for
“home inventory.”

You should work with the adjuster to come to an
agreement about the scope of damage and what
needs to be repaired or replaced. If you disagree
with the adjuster’'s damage assessment and settle-
ment offer, or if your claim is denied, ask your
insurer to cite the specific part of your policy on
which it has based its decision.

If you still disagree, you can hire a commission-
based “public adjuster” to work on your behalf to
get a fair settlement, but experts advise exercising
this option cautiously. Learn more about public
adjusters from Il (https://www.iii.org/article/what-public-
adjuster).

Learn how to navigate the claims process and
resolve disputes in United Policyholders’ Claim
Guidance Library (https:/www.uphelp.org/). Be sure to
keep detailed notes and copies of all communica-
tions with your insurer.

If you can’t reach a resolution or feel that your
insurer is acting in “bad faith,” file a complaint
with your state’s insurance commissioner (http:/
www.naic.org/state_web_map.htm).
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You might also consider hiring an attorney to
inform you of your rights and advise you on how
to proceed with your insurer, or to take over the
fight for a fair settlement. Attorneys can be expen-
sive and not always necessary or the best option,
so learn more before hiring one (https://uphelp.org/
claim-guidance-publications/hiring-an-attorney-for-an-insurance-
claim/). Visit the Disaster Legal Services Program
online, through which the American Bar Associa-
tion Young Lawyers Division and FEMA provide
legal assistance to disaster survivors pro bono
(free) (https://www.americanbar.org/qroups/young_lawyers/
projects/disaster-leqal-services/).

If your coverage falls short

If your personal insurance was not enough to
cover all of your losses, or if you had no insurance,
you might be eligible for help from the Federal
Emergency Management Agency (FEMA) (https:/
www.fema.gov/) or other sources. FEMA disaster
assistance includes grants to pay for temporary
housing, emergency home repairs, uninsured and
underinsured personal property losses, and disas-
ter-related medical, dental and funeral expenses.
To learn more, see our companion fact sheet,
FEMA spells federal disaster relief for home-
owners and renters (https://www.consumer-action.org/
modules/articles/fema_assistance).

You can also visit the National Disaster Legal Aid
website (https:/www.disasterlegalaid.org) to learn more
about insurance claims, housing, FEMA, and other
issues that impact disaster victims.
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Through multilingual consumer education
materials, community outreach and issue-fo-
cused advocacy, Consumer Action empowers
underrepresented consumers nationwide to
assert their rights and financially prosper.

Consumer advice and assistance: Submit
consumer complaints to https:/complaints.consum-
er-action.org/forms/english-form or 415-777-9635
(Chinese, English and Spanish spoken).

-

Beware of scams

Fraud is rampant after a disaster. Common post-
disaster scams include:

* Imposters posing as FEMA inspectors and
charging for their services or stealing victims'
identities

e Fake offers of state or federal aid

* Unscrupulous or fake contractors taking pay-
ment for work they don’t do

e Scam robocalls demanding immediate flood
insurance premiums

Learn more in HUD's Disaster Recovery Toolkit
(https://files.hudexchange.info/resources/documents/OHC-DR-
Toolkit-Avoiding-Post-Disaster-Scams-and-Fraud. pdf).

If you suspect fraud related to a natural disaster,
report it to the National Center for Disaster Fraud
(call 866-720-5721, or fill out an online complaint
form: https://www.justice.gov/disaster-fraud/ncdf-disaster-

complaint-form). M
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