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Property Insurance

Property insurance provides protection against financial loss 
due to damage to, destruction of, and/or theft from structures, 
such as houses and other buildings. It also provides protection 
against financial loss due to damage to, destruction of, and/or 
theft of personal property, like furniture, clothing, etc.

Hazards Covered

The hazards covered by a property insurance policy are deter-
mined by the type of property insurance policy. There are two 
main types of property insurance policies: limited named/broad 
named perils policies, and open-perils policies.

Limited-Named or Broad-Named Perils Policy

If the policy is a limited-named or broad-named perils policy, 
the covered hazards are specifically stated in the policy. For ex-
ample, the policy will specifically state that fire, lightning, theft, 
etc. In this type of policy, any hazard not specifically identified 
in the listed perils will not be covered by the policy. With this 
type of policy, you may not have coverage for damage from any 
unexpected peril (like an exceedingly rare earthquake in central 
Virginia) if it is not a named peril in your policy.

Open-Perils Policy

If the policy is an open-perils policy, it will have a list of ex-
cluded hazards. For example, it will specifically state that flood-
ing is not covered. Any hazard that is not on the list of excluded 
hazards will be covered. With this type of policy, you don’t have 
to worry if damages from an unexpected peril are covered; un-
less it is specifically on the excluded list, those damages will be 
covered.

Getting Coverage for Hazards

Limited-named perils policies usually have a standard list of per-
ils covered, and open-perils policies have a standard list of perils 
not covered. Any hazard that will not be covered by your policy 
can be added with an endorsement. An endorsement is an addi-
tion to your policy stating that specified hazard will be covered. 
Adding endorsements will increase the premium for the policy.

Personal Property Covered by Policy

Normally, all common personal property (clothing, appliances, 
etc.) is covered except specifically excluded property. The policy 
specifically states it will not cover specific items. For example, 
the policy may specifically state that it will not cover artwork.

The dollar value of the covered property may also be limited. 
The policy may set a maximum amount policy will pay for spec-
ified type of item. For example, the policy may state that it only 
covers $2,000 worth of jewelry. These are called inside limits.

You can get additional coverage for excluded personal property. 
You can also get increased coverage limits on covered items. 
These endorsements will increase the premium for the policy.

The policy may be actual cash value coverage. With actual 
cash value coverage, the insurance company will only pay you 
what the lost item is currently worth. For example, if you have a 
5-year-old 36-inch big screen TV that is lost in a fire, they will 
calculate what a 5-year-old 36-inch big screen TV is now worth. 
That dollar amount is what you will receive to replace the TV. It 
may not be enough to actually replace the TV with new one.

For a little more premium, you can usually get replacement cost 
coverage instead of actual cash value coverage. With replace-
ment cost coverage, the insurance company will pay you what 
it will cost to replace lost item with new one of similar quality/
characteristics. So if you had a 5-year-old 36-inch big screen TV, 
you will receive an amount that will buy you a new 36-inch big 
screen TV that has at a minimum the same features and quality 
of your old TV. You may end up getting nicer TV if technology 
has advanced.

In your property insurance policy, you can get additional cover-
age for living expenses (if the property is uninhabitable & you 
must find temporary housing), as well as for recreational equip-
ment like jet skis, etc.

Specific Property Insurance Policies

Homeowner’s Policy

A typical homeowner’s policy has four parts to its coverage: 
dwelling coverage, other structures coverage, personal property 
coverage, and liability coverage.

A homeowner’s policy covers damages and/or destruction to the 
actual dwelling (the home itself). The coverage amount is based 
on the actual value of the structure itself (not including the land). 
For example, a home might have a market value of $250,000, 
meaning it could probably sell for that amount if the owner 
tried to sell it. Of that $250,000, part of the value is the actual 
dwelling itself (for example, $200,000), and part is for the land 
(for example, $50,000). In this case, your policy will specifically 
state that it covers repairs up to $200,000.

Homeowner’s insurance normally covers the dwelling, other structures on the 
property, the personal property inside, loss of use, and liability if someone is 
harmed on the property.
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The policy also covers damages and/or destruction to other 
structures on the property. Some examples of other structures 
that would be covered are detached garages, outbuildings like 
sheds, or barns, fences, pools, etc.

The policy also covers damages, destruction, and/or theft of per-
sonal property in the home. The amount of coverage is normally 
based on a stated percentage of the dwelling value in the policy 
itself. For example, if the dwelling is worth $150,000 and per-
sonal property coverage is 50% of the dwelling value, you have 
$75,000 worth of personal property covered by the policy. Not 
all personal property will be covered. There will usually be limits 
to coverage on firearms, jewelry, artwork, expensive electronics, 
etc. You can get extended coverage on those items with endorse-
ments; however, this will increase the premium for the policy.

The policy may cover loss of use of the property. This means that 
it covers expenses above normal living expenses if you cannot 
live in the property while it is being repaired. If you had to stay 
in a hotel, or if you had to rent a property and still must pay your 
current mortgage payment, your homeowner’s policy will help 
cover those additional costs.

The policy normally covers the liability of the homeowner for 
damages to others due to the property. It will pay for any bodily 
injury damages (medical expenses, lost wages, pain and suffer-
ing, etc.) if someone gets hurt on your property. For example, 
if you have a pool, and someone hurts himself in your pool, or 
if someone slips on your sidewalk because you did not shovel 
it, your policy will pay for damages. Another example would 
be if one of your tree falls on a visitor’s car due to high winds; 
your insurance company pays to fix the vehicle. The maximum 
amount of liability coverage provided by the insurance company 
will be stated in the policy.

Renter’s Policy

If you are renting a property, your landlord is only responsible 
for insuring the structure. You must obtain a renter’s insurance 
policy to cover replacement/repair of the contents (your stuff). 
Like the personal property coverage that is part of a homeown-
er’s policy, this may be actual cash value coverage. You usually 
can get replacement cost coverage. Renter’s insurance is relative-
ly inexpensive (as low as $25 - $30 per year in many cases), and 
even the replacement cost coverage is usually only a few dollars 
more each year compared to actual cash value coverage. 

Risk Management for Property Insurance
Risk Reduction Risk Transfer Risk Retention

Maintain functionality of prop-
erty
 
Implement measures to reduce 
likelihood or severity of hazards

Obtain insurance for property 
you want covered in the amount 
you want

Deductibles

Coverage limits

Exclusions

Liability Insurance

Liability insurance protects against financial loss due to li-
ability arising from products, services, or actions. You are 
responsible for the things you do (or your business does). If you 
harm someone through your actions (or inactions), you can be 
financially responsible for any damages you cause. 

Commercial General Liability Insurance

Commercial general liability insurance is a type of insurance 
that businesses normally have. It covers losses resulting from the 
following aspects of a business’s operations:
• Conditions of the premises. This is when someone is in-

jured while in your business. An example would be if some-
one brushes up against a clothing rack in your store that has 
a sharp edge and receives a cut that needs stitches.

• Business operations. This is when someone is injured due 
to the conduct of your business. An example of this would 
be if you own a landscaping company and, while cutting 
down a tree in someone’s yard, the tree falls on a car in the 
street.

• Products. This is when someone is injured by a product 
you make or distribute. An example of this would be if you 
make cookie mixes and someone gets sick from making and 
eating your product.

• Completed operations. This is when someone is injured 
through work you did for them. An example of this would 
be if you are an electrician that owns your own company 
and you improperly install a circuit in someone’s house, 
resulting in a fire that damages part of their property.

Professional Liability

Professional liability insurance covers losses due to errors or 
mistakes by a professional person while performing the duties 
of the profession. Examples of professionals who usually have 
professional liability insurance are doctors, dentists, lawyers, ac-
countants, and realtors. This type of insurance is often referred to 
as malpractice or errors-and-omissions insurance.
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Risk Management for Liability Insurance
Risk Reduction Risk Transfer Risk Retention

Act in a safe manner 

Conduct self (individual, busi-
ness) in a manner in which you 
won’t harm others

Obtain insurance to cover li-
ability
• Commercial General Liability
• Bonding
• Personal Liability (Umbrella)

Risks not covered by insurance

Liability beyond coverage limits

Bonding

Bonding is a specific type of liability protection used in contrac-
tor-related activities, like home builders, electricians, plumbers, 
etc. With bonding, the company providing the bond agrees to 
reimburse the harmed party if the contractor violates the terms of 
the bond.

Bonding is not insurance. The bond issuer can go after the 
contractor for anything the bond issuer has to pay out to the 
harmed party. The bond is meant to protect the innocent victim 
of the contractor from having to sue that contractor to recover 
damages.

Doctors get malpractice insurance to protect themselves if they get sued by a 
patient who claims they were treated improperly. Contractors are bonded to 
protect their clients from having to sue the contractor if the contractor does 
something to harm the client; the bonding company pays the client.
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Types of Bonds

Fidelity bond. A fidelity bond protects an employer against 
the dishonest acts of his/her employees. For example, you hire 
a plumber to fix plumbing in your house and one of his/her 
employees steals your jewelry. The bond issuer will pay you for 
your losses and go after the dishonest employee to recover what 
the insurance company paid you.

Surety bond. A surety bond pays the injured party if the contrac-
tor does not complete the contract according to specifications. 
For example, let’s say a school system hires a contractor to build 
a school to certain specifications by a certain date. If that build-
ing is not built to those specifications, the bond will cover the 
cost of bringing the school up to those specifications.

Most contractors you might hire (plumber, electricians, etc.) 
only have fidelity bonds, not surety bonds. This means that only 
theft or other dishonest acts by the contractor’s employees will 
be covered by the bond. If the contractor does not have general 
liability insurance, too, you will have to sue in order to recover 
monetary damages for any unsatisfactory work.

Umbrella Policies

An umbrella policy is a supplemental insurance policy. It covers 
damages up to a specified amount that is beyond the coverage 
limits of another policy you have, like an automobile or hom-
eowner’s/renter’s policy. It acts as an additional safety net for 
you for potential liability. 

Insurance companies generally require the insured to have 
primary insurance in all risk areas to be covered by the um-
brella policy. For example, you may have $100,000 per-per-
son/$300,000 per-accident/$50,000 automobile insurance. You 
might get a $1,000,000 umbrella policy in case you have an 
accident for which your liability exceeds those coverage limits. 
The primary insurer for the automobile policy would pay out up 
to its coverage limit. The insurer providing the umbrella policy 
would then pay any additional liability beyond what was paid 
out by the primary insurer up through the $1,000,000 limit.

Umbrella policies available to businesses are called a commer-
cial umbrella policy. 

Umbrella policies available to individuals are called a personal 
umbrella policy, and they are normally an endorsement on a 
homeowner’s/renter’s policy.


