Property Insurance

What is Property Insurance?

Property Insurance protects your home, office, shop, or any building and its contents
against damage or loss due to fire, natural disasters, theft, and other covered events. It's
like a safety net that helps you rebuild or repair your property without spending your entire

savings.

Simple Example: If your house gets damaged in a fire, Property Insurance will pay for
repairs, rebuilding costs, and replacing damaged furniture, electronics, and other
belongings - so you don't have to pay lakhs of rupees from your pocket.

Why Property Insurance is Important in India?
Growing Risks
 Natural disasters: India faces 26 of 29 types of natural disasters
¢ Fireincidents: Over 1 lakh fire cases reported annually in India
e Theft and burglary: Increasing crime rates in urban areas
e Construction risks: Many buildings don't follow proper safety codes
o Climate change: Increasing frequency of floods, cyclones, earthquakes
Financial Protection
e Average home reconstruction cost: 315-50 lakh in cities
e Contents replacement: ¥5-15 lakh for middle-class households
e Temporary accommodation: 315,000-30,000 per month during repairs
e Without insurance: Complete financial devastation for most families
Types of Property Insurance in India
1. Fire Insurance Policy
What it Covers
e Fire damage: Damage due to actual fire
e Lightning: Electrical damage due to lightning strikes

¢ Explosion: Gas cylinder, electrical explosions



Aircraft damage: Damage due to falling aircraft or parts

Impact damage: Vehicle crashing into your property

What it Does NOT Cover

Theft or burglary

Flood or earthquake damage
Normal wear and tear

War or terrorism

Cost Example

%25 lakh coverage: 32,000-4,000 per year

%50 lakh coverage: X3,500-7,000 per year

2. Householder's Package Policy (Comprehensive)

What it Covers

Everything in Fire Policy PLUS:

Natural disasters: Floods, earthquakes, storms, landslides
Theft and burglary: Household items stolen

Water damage: Burst pipes, water tank overflow
Contents: Furniture, electronics, jewelry, clothes

Additional living expenses: Hotel costs during repairs

What it Does NOT Cover

War, terrorism, nuclear risks
Intentional damage
Items worth over X10,000 (unless specifically declared)

Cash beyond specified limits

Cost Example

%25 lakh coverage: 34,000-8,000 per year

%50 lakh coverage: X7,000-15,000 per year



3. Bharat Griha Raksha Policy (Standard Policy)
Features
e Standardized by IRDAI - same terms across all insurance companies
e Covers: Building + contents + additional living expenses
e Add-ons available: Earthquake, terrorism, jewelry cover
e Sum Insured options: X1 lakh to X10 crore
Coverage Types
e« Package A: Building only
o Package B: Contents only
e Package C: Building + Contents (most popular)
4. Commercial Property Insurance
For Businesses
o Office buildings: Damage to office premises
e Shop insurance: Retail stores, showrooms
o Industrialinsurance: Factories, warehouses
e Stock coverage: Business inventory protection
¢ Business interruption: Loss of income during repairs
Property Insurance Coverage Components
1. Building Coverage
What's Included
e Structure: Walls, roof, floors, foundation
¢ Fixtures: Built-in wardrobes, kitchen cabinets, bathroom fittings
e Services: Electrical wiring, plumbing, air conditioning
¢ Boundary walls: Compound walls, gates
Sum Insured Calculation

¢ Reconstruction cost (not market value)



Example: House market value X80 lakh, reconstruction cost ¥50 lakh

Choose Sum Insured: 350 lakh for building

2. Contents Coverage

What's Covered

Furniture: Sofa, bed, dining table, chairs

Electronics: TV, refrigerator, washing machine, computer
Appliances: Microwave, mixer, iron, fans

Personal belongings: Clothes, books, utensils

Jewelry: Up to specified limits (usually ¥25,000-50,000)

Special ltems (Need Separate Declaration)

Expensive jewelry: Above 350,000
Paintings and antiques
Musical instruments

Professional equipment

3. Additional Living Expenses

What's Covered

Temporary accommodation: Hotel or rental costs
Food expenses: Additional costs of eating out
Transportation: Extra travel costs

Storage: Cost of storing undamaged items

Duration: Usually 12-24 months or until repairs complete

Property Insurance Premium Factors

Factors Affecting Premium

1. Location Risk

High-risk areas: Flood-prone, earthquake zones, high-crime areas

Low-risk areas: Well-planned residential areas



e Example: Same house in Mumbai vs. Nashik - 30% premium difference
2. Construction Type

e RCC/Concrete: Lowest premium

e Brick and mortar: Standard premium

e Wooden structures: Higher premium

e Kutcha houses: Highest premium or not covered
3. Age of Property

e New buildings: Lower premium

e Old buildings (20+ years): Higher premium

o Heritage buildings: Special rates
4. Security Features

e Security guards: 5-10% discount

e CCTV cameras: 5% discount

¢ Fire safety equipment: 5-10% discount

e Burglar alarms: 5% discount
5. Sum Insured

e Higher coverage: Higher premium

¢ Under-insurance: Risk of getting lower claims

e Over-insurance: Unnecessary premium expense
State-wise Property Insurance Considerations
Flood-Prone States

e Highrisk: Assam, Bihar, West Bengal, Kerala, Mumbai

e Special coverage needed: Flood insurance add-on

e Premium impact: 20-40% higher than normal areas
Earthquake-Prone States

e High risk: Gujarat, Kashmir, Himachal Pradesh, Uttarakhand, Northeast



¢ Special coverage: Earthquake add-on essential

e Premium impact: 15-30% higher premium
Cyclone-Prone States

e High risk: Odisha, West Bengal, Tamil Nadu, Andhra Pradesh

e Coverage: Usually included in standard policies

e Premium impact: 10-25% higher premium
High-Crime Areas

¢ Urban areas: Delhi, Mumbai, Bangalore, Hyderabad

e Special attention: Higher theft coverage needed

e Security discounts: Available for good security measures
Property Insurance Claim Process
Immediate Steps After Loss/Damage
Step 1: Ensure Safety

¢ Evacuate if dangerous

o Callfire brigade/police if needed

¢ Don't enter damaged building until declared safe
Step 2: Prevent Further Damage

e Cover broken windows with tarpaulin

¢ Turn off electricity/gas if damaged

¢ Remove water if flooding occurred

e Secure the property against theft
Step 3: Document Everything

« Take photos/videos of all damage from multiple angles

¢ Make inventory list of damaged items

o Keep all receipts for emergency expenses

o Don't throw away damaged items until surveyor sees them



Step 4: Report to Insurance
o Call customer care within 24 hours
e File police complaint for theft cases
e Getclaimreference number
o Askforimmediate guidance on preventing further damage
Required Documents
Common Documents
¢ Policy document (original)
e Claim form (duly filled)
¢ Photos of damage (comprehensive)
o Original purchase receipts for contents
o Repair estimates from contractors
Fire Claims
e Fire brigade report
« Electrical department certificate (if electrical fire)
¢ Police panchnama (if suspicious)
Theft Claims
¢ Police FIR (mandatory)
o List of stolen items with values
¢ Proof of ownership for expensive items
Natural Disaster Claims
e Weather department report
¢ Local authority damage certificate
¢ Neighbor/witness statements
Claim Settlement Process

Step 1: Surveyor Appointment



e Surveyor visits within 3-7 days
e Damage assessment and preliminary report
¢ Photo documentation by surveyor
Step 2: Investigation
o Detailed investigation for large claims
o Verification of documents
¢ Assessment of repair costs
Step 3: Settlement
¢ Approval and payment within 30 days
o May be partial payment initially for urgent repairs
o Final settlement after complete repairs
Tips for Buying Property Insurance
Before Buying
1. Accurate Valuation
¢ Building: Calculate reconstruction cost, not market price
¢ Contents: Make detailed inventory with values
¢ Don't under-insure: You'll get proportionate claims only
2. Read Policy Terms
¢ Understand exclusions clearly
¢ Check coverage limits for specific items
¢ Know your deductible amounts
3. Choose Right Coverage
¢ Comprehensive policy better than basic fire insurance
¢ Add earthquake/flood cover if in risk areas
o Separate jewelry cover for expensive items

During Policy Period



1. Maintain Property
¢ Regular maintenance reduces claim risk
¢ Install safety equipment for discounts
e Update insurance company about major renovations
2. Document Everything
o Keep purchase receipts of all valuable items
o« Take photos of expensive belongings annually
¢ Maintain home inventory list
3. Review Annually
e Increase sum insured with inflation
¢ Add new purchases to contents list
e Check if premium reduction possible with security upgrades
Common Property Insurance Mistakes
1. Under-Insurance
¢ Problem: Choosing low sum insured to save premium
e Consequence: Getting only proportionate claim amount
¢ Example: I50 lakh house insured for 325 lakh gets only 50% of any claim
2. Not Reading Exclusions
¢ Problem: Assuming everything is covered
+ Reality: Many specific exclusions exist
¢ Solution: Read policy document completely
3. Poor Documentation
¢ Problem: No proof of ownership for valuable items
¢ Consequence: Difficulty in claim settlement
e Solution: Maintain receipts and photos

4. Delayed Reporting



¢ Problem: Not informing insurance company immediately
¢ Consequence: Claim rejection or delays
e Solution: Report within 24 hours
5. Not Declaring High-Value Items
¢« Problem: Not separately declaring jewelry/art worth over limits
¢ Consequence: Getting only standard limit amountin claims
e Solution: Declare all expensive items separately
Property Insurance Companies in India
Public Sector Companies
e New India Assurance: Market leader in property insurance
¢ National Insurance Company: Good network, competitive rates
e Oriental Insurance: Strong presence in rural areas
¢ United India Insurance: Established player
Private Sector Companies
¢ ICICI Lombard: Digital-first approach, quick settlements
« Bajaj Allianz: Innovative products, good service
e HDFC ERGO: Premium segment focus
o Tata AlG: Competitive pricing
¢ Reliance General Insurance: Growing market share
Specialized Companies
¢ IFFCO Tokio: Strong in rural and agricultural areas
¢ Cholamandalam MS: Focus on commercial properties
e Future Generali: Good customer service
Recent Trends in Property Insurance (2024)
Digital Integration

¢ Online policy purchase: Instant policy issuance



e Mobile apps: Policy management and claims
o Digital surveys: Video calls for small claims
e Al-based pricing: More accurate risk assessment
New Products
e Pay-as-you-go: Premium based on actual occupancy
e Parametric insurance: Automatic payouts based on weather data
e Home security integration: loT-based monitoring discounts
Customer-Friendly Features
o Simplified claim process: Less paperwork
« Faster settlements: 15-day target for simple claims
o Transparent pricing: Clear premium breakup
Tax Benefits
Income Tax Benefits
¢ Premium payment: No specific deduction available
e Claim amount: Generally tax-free when received

¢ Business properties: Premium as business expense

o Different from health insurance: No Section 80D benefit
¢« Investment vs insurance: Purely protection, not investment
Conclusion

Property Insurance is essential protection for your most valuable asset - your home. With
increasing natural disasters and urban risks in India, having comprehensive property
insurance is no longer optional but necessary for every homeowner.

Key Takeaway: The cost of property insurance (typically 0.1-0.3% of property value
annually) is insignificant compared to the financial devastation of an uninsured property
loss.



Remember: "Your home is your castle, but even castles need protection. Property
insurance ensures your castle can be rebuilt if disaster strikes."



