Homeowners’ Policies Don't Cover All Types of Houses

By Sarah M. Brown, CIC
Do you own a house that you do not occupy?  Maybe it's sitting empty because you have it up for sale. Maybe you have it rented out.  You could own a vacation home by the beach or in the mountains.  These types of properties are not generally covered by the typical homeowner’s policy. In fact, a change in occupancy can void homeowner’s insurance coverage.  However, there are policy options available that would protect your investment. 

“A house is a house, what’s the difference if I live there or not?  Won't a homeowner’s policy cover me?”  For starters, a homeowner’s policy is valid only for a home that you occupy.  One cannot live in two homes at the same time, therefore one cannot have more than one homeowner’s policy.  

It might appear that if you’re not living in a home and your belongs are elsewhere, the risk of loss is less.  However, the exposure to theft, vandalism, fire and water damage are actually greater for a home that is vacant. They may even be greater because no one is around to intervene. 

Because of the increased exposure, your insurer may discontinue coverage on a home that is vacant for more than 30 days.  

A dwelling fire policy can protect a property you own but do not occupy.  Be forewarned, dwelling fire policies are more expensive than homeowners’ policies.  But, in the event of a loss, could you afford to rebuild or repair the damage on your own? What good is a homeowner’s policy if it is void because the conditions of occupancy were not followed?

Homeowners versus Dwelling Fire Policies

A homeowner’s policy is more comprehensive and offers coverages and pricing that are suited to a home occupied by the owner.  With this type of policy, you automatically get a certain amount of coverage for other structures, in addition to the home, as well as personal property and liability.

By comparison, with a dwelling fire policy, you can pick how much insurance you need for the following:

    The house. You should insure it for the cost to rebuild, not what your neighbors sold their house for or the appraised amount.

    Other structures, such as a garage or shed,

    Contents, such as appliances, furniture and tools

    Loss of rental income

    Liability protection, including legal fees

If you rent out a house, consider a few basic precautions. Require your tenants to show proof of renters’ insurance. Not only will they have coverage in the event of a loss, but it will provide you with the opportunity for subrogation should the tenant be responsible for the loss. (Subrogation means your own insurance company will pay you, then pursue the tenant’s insurer to recover the loss). Finally, consider purchasing a personal umbrella policy for additional liability protection.

Insurance companies have a variety of options for protecting properties you don't occupy.  For more information, contact your agent.  They can help determine what option is best for you.  You can also email info@keller-brown.com for more details.

