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UNDERSTANDING HOME OWNERS INSURANCE
Homeowners insurance is a form of property insurance that covers losses and damages to an
individual's residence, along with furnishings and other assets in the home. Homeowners insurance
also provides liability coverage against accidents in the home or on the property.
Homeowners insurance is a package policy. This means that it covers both damage to property and
liability or legal responsibility for any injuries and property damage policyholders or their families
cause to other people. This includes damage caused by household pets.
Three basic levels of coverage exist: actual cash value, replacement cost, and extended
replacement cost/value.
Policy rates are largely determined by the insurer's risk that you'll file a claim; they assess this risk
based on past claim history associated with the home, the neighborhood, and the home's
condition.
Some advisors feel all homeowners should buy guaranteed replacement value policies because
you don't need just enough insurance to cover the value of your home, you need enough insurance
to rebuild your home, preferably at current prices.
While homeowner's insurance covers most scenarios where a loss could occur, some events are
typically excluded from policies, such as natural disasters or other "acts of God," and acts of war.
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MORTGAGE PROTECTION WITH TERM LIFE INSURANCE
Purchase a term life insurance policy for at least the amount of your mortgage. Then, if you pass
away during the "term" when the policy’s in force, your loved ones receive the face value of the
policy. They can use the proceeds to pay off the mortgage. Proceeds that are often tax free.
The proceeds from your policy can be used for any purpose your beneficiaries choose. If your
mortgage has a low interest rate, they may want to pay off high-interest credit card debt and keep
the lower-interest mortgage. Or they may want to pay for home maintenance and upkeep.
Whatever they decide to do, that money will come in handy.
Both term insurance and mortgage life insurance provide a means of paying off your mortgage.
With either type of insurance, you pay regular premiums to keep the coverage in force.
But with mortgage life insurance, your mortgage lender is the beneficiary of the policy rather than
beneficiaries you designate. If you pass away, your lender is paid the balance of your mortgage.
Your mortgage will go away, but your survivors or loved ones won’t see any of the proceeds.
In addition, standard term insurance offers a level benefit and level premium for the term of the
policy. With mortgage life insurance, the premiums may remain the same, but the value of the
policy decreases over time as the balance of your mortgage declines.
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