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How to
protect
your hom

Home insurance is as cheap as
it is necessary. Find out why
and how to buy it.

By Babar Zaidi

Nature as insurance salesman

hennal resident S, Raman

lost more thitn 220 Jakh

on Diwalinight. A misd)-

rected sky-shot cracker

landoed insile hiseighth
floor apartmont and started a blaze
that destroyed the furniture, gadgets
and clothing. Fortunately, Reman and
his family wore out, so there were no
casunlties, but many valuables were
reduced toashes.

Though it won't lessen the emotion.
al distress of losing one’s belongings
wnd seelng ane's hause cavered in soot,
a basio home insurance policy can
cover the financlal loss. Home insur-
ance 15 as cheap as it s necessary. The
annunl preminm of covering a house
ol its contents for 220 1akh 1s only
T900-1,200 (see graphic). The cost is
minuscule compared to the coverage it

The premivm income of the fire ang allieg perts segment
tends to shoot up after a natural catastrophe
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“People invest their life
savings in a house, bul don't
do enough to protect this
assel. A big chunk of the net
worthis exposed to risk.”

GAURAV ARORA

CHIEF, UNDERWRITING

& CLAIMS, PROPERTY

B CASUALTY. ICICH

LOMBARD GENERAL
! INSURANCE
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How much does it cost?

The essential insurance that your house needs is very cheap.

Damage to building

The basic home Insurance that everybady needs. It covers the
structuce for damage by natural calamities, such as earthauake,
ightning, storms and Noods, and man-made perlls, suchas fire,
vandalism and riots. The poicy pays for repairs and reconstruction of
the damaged property.

costof cover: T 15-30 per 21 1akn

Damage to contents

Apart from the busiding. you tan also cover the contents against these
perds, The premiven & slightly highes for this coverage, though some
COMPanies charge the same rate for both the bullding and contents.

Cost of cover: T 30-50 per 21 lakh

Burglary or theft
The house contents also need to he insured against burglary or theft.
The ltems to be covered (furniture, artefacts, dothing, appliances,
gadgets) are specified and insured for an agreed value determined by
the customer and insurance company,

Costof cover: T 125-200 per ¢1 lakh

K.0OD TO HAVE COVERS
7

Breakdown of gadgets

Gadgets in the house can also be covered against breakdown, Mere,
agaln, the items have to be listed and insurad for 2n agreed vaiue
determined by the custamer and Insurance company.

costof cover: 2 200-300 per 1 lakh .

EMI protection

W the houseowner had taken a loan for the damaged property, he
can buy protection against EMI payments, The insurance company
pays the EMIs for a specified period when the damaged house IS
Deing repaired or reconstructed.

Cost of cover: 2 2,500 for six months' EMis

Alternative accommodation

If the house is damaged. a tenant will ave to take up alternative
accommodcation. If the rent for this ks higher than that being paid
by him for the damaged house, the Insurance company will pay the
oufference for the period specified inthe palicy,

costof cover:2 2,500 for six months’ rent

If the damage to house makes it unlivable. the owner will suffer loss
of rent. Houseowners can safeguard themselves against this Joss
withan add-on caver that pays rent for o chosen period.

Costof cover: T 2,000 for arent of 125,000
per month for six months

AVOIDABLE COVERS

Houseowners can bundle In a personal accident cover
with their home insurance poticy. This cover is very
theap, though the insured smount i not very high,

costof cover: T 300 1or 25 lakn

Another 3dd-on cover is for foss of baggage during travel,
This cover may not be very usetul. In any case. a travel poficy
taken by the individual will also of fer baggage cover

Costaf cover: 2 250 for baggage worth 250,000

Cost of reconstruction...

The extent of cover should be
linked to the reconstruction cost.

o F‘ Basic quality
2 structure with
: fittings

71,200-1,500
PERSQ FT

o

22,000-2,500
PER SO FT

/\
Premium
quality with

! ] branded

ftings
73,500-4,000

with good PER SO FT

fittings

... and cost of insurance

Yearly premium for Insuring a 1,000 sq ft house

1240-300

7400-500

¥700-800

“Flat owners need not depend
on home insurance laken by the
housing society. They can buy
an additional cover for their
unit and its conlents.”

‘ GURDEEP SINGH BATRA

WEAD OF PROPERTY
UNDERWRITING. BAJAJ ALUARZ
GENERAL INSURANCE

strikes ks very high," he adds,

Buyers nudged by nature

Perhaps the most effective salesperson for home
Insurance is nature itself. Every time there iss
natural disaster, home insurance sales plek up
In August 2008, Moods wreaked havoe in Kerala,
Thetallowing year, the fire and allled perils seg-
ment witnessed 2 34 % jump In premium income
as homeowners rushed to cover their houses and
valuables, In May 2020, cyclone Amphan hit West
Bengal and premium incoms shot up 27% in 2020-
21 (sev graphic).

However, public memory is short, and once the
memorbes of disaster recede, bome Insurance is
relegated to the backseat again. “We saw a paral
lel in health insurance recently. When Covid
struck and medical bills shot to stemtospher i
Tevels, there was a massive surge in the purchase
of health insurnnce, Now that the threat has gone
away, health Insurance 1s back to normal levels”
snys Chaturvedi of Digit General Insurance

Devastating earthquakes, cyclones and Moods
are not the only risks that vour howse ks exposed

to. The mushrooming of high-rise bulldings
and growing use of gadgets and appliances have
increased the risk of fires. According toone es-
timate, Mumbal witnesses more than 5,000 flre
incidents every year, and 70% of these are caused
by edectricity. Both Delhi and Bengaluru record
about 2,500 fire incldents ina year. " Flre incldents
areon the rise because the use ol electrical and
olectranic gadgets has increased the load on elec-
trical wiring, especlatly inhigh-rise balklings”
says Arorn of ICICI Lombard General Insurance.
In many cases, the fire may not even start, but
the interiors may still get damaged, Chaturved|
of points out that once a fire alarm gets activated,
water pressure from the sprinkler system often
damages the Interiors. The electronic gadgets
in the house will also get damaged due to water,
Unless the contents are Insured against damage,
the awner will sutfer i loss even [ there isno fire.
Some people have this misconception that
ifthoyw Hve in a rentes] house, they don't need
home Insurance. Any danage to the bouse will,
of course, be the landloeds headoache, bat what
about the contents? You also need insurance
againstany damage to the contents {by natural or
man-made disaster), and against burglary.

Essential covers for your house

If we have cony inced you to buy hotne insurance,
here are the things you need to consider. Buy
policy that fits your needs. Three years ago, the
Insurance regulator made it mandatory for gen
eral insstrers to offer a standard home insurance
policy. The Bharat Griha Raksha (BGR) policy of-
fered by all Insurers covers damage Lo the bouse
by natural calamities, fire, explosion or even
external forces. such as a tree falling ora vehicle
crashing into the wall, It also covers many asso
ciated costs of dnmage, such as removal of debris
and fees of the architect or consulting engineer,

Thosgh this policy offers comprahensive n-
surance, the standard BGR has its limitations.
The policy covers contents up to 210 1akh or 20%
of the cover, whichever ks lower. A coverof 210
lakh may not sufficiently cover the contents of
the average mikidle class homw, “ 1 you have high-
value items in your house, you should consider
buying anadditional cover for the contonts,”
says Gurdeep Singh Batra, Hoad of Property
Underwriting, Risk Engg. Global Accounts ard
Caolnsurance, Bajaj Allianz General Insurance,
The BGR offors an additional cover for valuable
contents on anagreed value basis, where the
value is determined by mutual agreemment,

“One can also buy breakdown cover for gndgets
and appliances.” says Tarun Mathuy, CBO,
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What home insurance will not cover

A home insurance policy will not pay in certain situations. Know about the exclusions of such plans.

Llea homo insurance policy
‘ N ; will protect you against several
risks, there are also excluxions
in the contract. Some of these are quite
obvious and logical, but others may be
hidden in the fine print. The following
will not be covered:

Deliberate damage by owner
Ifthe damage happons due to a delibernte
acthon of the property owner. the loss will
not be covered by Insurance. Likew|se,

any lossdue to misuse of u device or appli

ance will ot be covered. Companles 2o
{0 great extents to detect any evidence of
frand or attempes to mislend,

Outside coverage area

The contents of the house are covernd as
Jong as these aro insido the house. “The
coversge 1= Hmited to within the nsured
area,” says'Tarun Mathur, CBO, General
Insurance & Co-founder, Policybazaar.
1rthe contents are taken out and get dam-

nged, the loss will not be covered.

Group cover for structure
Housing socleties also take insurance

cover for the housing complex, However,

this cover {5 often Iimited to the struc-

ture. The contents of the house may not
be covered. “Homeowners should take
a separate cover for thelr unitand its
cantents,” says Srabast Dhali, Vice.
Prosident & National M PCG &
Home, TATA AIG General Insurance,

“Amulti-year plan saves
one the trouble of annual
renewals, locks future

premiums and hikes the
cover by 10% every year.

SRABASTI DHALI

VICE-PRESIDENT &
NATIONAL MAKAGER,

PLG & BOME, TATA AIG
GENERAL INSURANCE

General Insurance & Co-founder,
Policybazuar.com

Don't undervalue

While buying home insurance, make
sure youi have sufficient cover. Yes,
youneed to Insure only the value of the
structure, not the cost of the property,
but make sure you have calenlnted the
recaonstruction cost correctly. “Home
insurance buyers often make the mis.
take of linking the cover tothe loan
taken for the property,” says Batra
of Bajaj Alliang general Insuranoe.
The cost of reconstrocting a basio
quality strocture (sonly 21.200-1,500
per square fool. But if your house has
premium fittings and a Jot of branded
stuff, the cost will be much higher at
£2.500-4,000 per square foot (sve graph
ey, Buy adequate cover for your house,
The ather common mistake is that
buyers don't review coverage when the
policy comes up for renewal. Inflation
will push up the cost of construction
overy year, so you need to Increase the
cover accordingly. One way todo this
is by taking n muiti-year policy. Such

HOW TO BRING

DOWN HOME
INSURANCE COST

Worried by the cost of home
Insurance? Here are ways to
reduce the premium,

® AGREE TO PAY. Il you agree to pay
aminimum amount for the repair of
YOUr Douse and contents, the pre-
mium is reduted. However, not all
companies offer this option.

® BESELECTIVE: Don'tinsure all items
Inthe house. Very old items, with flow
depreciated vakues. should be kept
DUt Of the list.

® ENHANCE COVERAGE: Some campa-
nies offer discounts If you take 2-3
add-on covers. This may not bring
down the premium, but will enhance
your coverage.

@ INVESTINSAFETY: Il you install
safety measures, such as fire safety
alarms and fire-fighting equipment,
You can get discounts ranging from
10-15%

® CLAIMTAX BENEFITS. If you are a
seif-employed professional or busi-
nessman, you can daim deduction for
the amount spent on home nsurance,
This benefit is not available to sala-
red people

® BUY MULTH-YEAR PLAN: A multi-year
plan will increase the caver by 10%
every year. This will not bring down
the cost per se, but will enhance your
cover al nd extra cost.

“We tend to believe disasters
happen only to other people.
The frequency of disasters
may be low, but the severity
of loss is very high.”

VIVEK CHATURVED!

) (MO AND HEAD OF
o DIRECT SALES. DIGIT
GENERAL INSURANCE

polictes increase the base caver by 10% eve-
rv yaar to offzet the impact of Inflation, “A
multhyear policy saves the buyer the trow-
bleof renowing it every year, locks inthe
premium ammount for the future, and even
takes care of Inflathon by way of 10% an-
nual increase in home building cover,” says
Srabasti Dhall, Vice-Presidont & Natlonal
Mansager, POG & Home, TATA AIG General
Insurance.

Valuation of contents
The valustion of contents iscritical. Start by
making an inventary of the items you want

Residential or commercial
Make ssire you have taken the vight in-
surance policy, “A honse leased out ton
holiday rental company will be trested us
#commercinl propecty snd a home insur
ance policy will not cover it,” says Vivek
Chuturved), CMO and Head of Direct
Sales, Digit General Insurance

Faulty construction

1fahouse gets damaged due to faulty
constriction, the home insurance policy
will not pay. Likewise, If the damage 1s
due to the use of sub-standard or inagp-
propriate material, the boss will not be
compensated,

Demolition by authorities

1 the house is damaged following orders
of a public authority, the Joss so Incurred
will not be covered by home insurance.
T'he removal of illegal or unaut horised
constroctions will not get compensation,

10 caver, mentioning the Stem, the year of
purchase, model nnd mochine number, and
s value. Keep in mind that Insurance com-
panios value applinnces, gadgets and other
tterns using the stundard depreciation for-
mutda. The value of the Hem Keeps reducing
over the yoars. Saan electronic item bought
for 250,000 two years ago will now be worth
only £20,000.22.000,

It's important to revisit this list every
year when the policy comes up for repowal
You may have discarded some items In the
list or added new ones. Make sure to notify
the company for any additional item and fur-
nish all the required detalls [fthe overall
value of the contents Is within the insurance
cover opted for, there wan't be any change in
preamium. This is why It s advisable to use
the servioes of nn Insurance agent so that
there is nodiscrepuncy

1fy00 want to Inssire some art or artefacts.
you will needt a valuation certificate from
acertified agency, This requirement is
walved ifthe itom is worth lessthan 1 lakh
and the total value of such items does not
excesd tSlakh.

Please send your feedback to

> ; ctwaaltnBtimasgroup,com
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