Did you hear about
the investor whose
property was so badly
damaged by tenants,
it was uninhabitable
for three months?
Luckily he had
landlords insurance.
Many investors take
the option of landlords
insurance, but there
are also many who
don't. Sue Fitzgerald
reports.

ROPERTY INVESTORS who don't
take out landlords insurance are
taking a risk that their tenants
won't default on the rent, damage the
investment property or sue the property
owner over an accident on the premises.
Terri Scheer Insurance national
marketing manager Carolyn Majda says
the main reason people get landlords
insurance is for “peace of mind”. (Terri
Scheer is an insurance company
specialising in landlords insurance).
NRMA national home insurance
manager Leanne Stagnitta says landlords -
insurance covers two important areas’
for property investors which aren’t covered
by the normal owner-occupier policies.
The first is theft and malicious damage
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by the tenant and the other is loss of rent.

Personal finance author Peter Cerexhe
says property investors should be aware
that there are some benefits and issues
regarding landlords insurance which
aren’t contained in a normal home
insurance policy.

“The {irst and major benefit is loss of
rent. 1t covers two situalions. One is
where you're left out of pocket because
the tenant leaves, disappears or you've
evicted them. This covers the loss of rent
after you've taken inlo account their bond.

“The other is where the tenant or their
visitor has damaged the property. So
you're covered for malicious or deliberate
damage to the property, whereas in your
own home, you're not covered for that,”

Cerexhe says after understanding these
issues, landlords should then examine
how long they're covered for loss of rent
and te what value. He gays there may be
a weekly maximum, a total amount for
a certain period of time or a time limit
as to how long the insurer will pay for.

Majda says there are a ot of
misconceptions about landlords
msurance.

“I guess a lot of property investors
think that because they've appointed a
property manager that’s the end of their
worries — Tl put good tenants in there
and everything will be okay’, But tenants
can lose their jobs or their marriages or
relationships can break down. When
things like that happen and people are
stressed because things go wrong for
them, often they'll stop paying their rent

and if there’s anger involved, they can
lash out and punch their fists through
the walls or windows or things like that,
and generally stop locking alter the
property as they should be doing. Those
sorts of things are covered under the
landlords insurance policies.”

One of the moest common misconcept-
ions about landlords insurance, says
Majda, is that it's expensive. She says it’s
generally about $5 a week or less to have
the cover and it's tax deductible.

Another misconception is that landlords
will be covered for market conditions.

Majda says if a tenant absconds and the
loss of rent is covered for six weeks, but
it takes more than that to find a tenant
because of market conditions, many
people think that exira time will be
covered.

Legal liability is one area where Cerexhe
says properly investors shouldn't short
change themselves. He advises to ensure
that you have about $10 million worth
of cover (standard at the moment). Bui
he says landlords must also ensure their
property is in good repair and deesn’t
pose a threat to the safety of the tenant
or their guests,

Ma]da says investors necd to loolk
specifically for cover for loss of rent and
cover for accidental or malicious damage
to their contents.

Legal liability is very important because
if there’s something in the property that
they’re legally liable or responsible for
and the tenant is injured or the property
is damaged because of that, the cost for
legal Hability claims can be quite
enormous, Also, anything that protects
their contents from theft or accidental or
malicious damage. Majda says their

policies cover for up to $45,000 worth
of contents. Carpets, curtaing, blinds and
light fittings are covered, as well as
anything that's left in the property for the
lenants to use.

She advises investors to read the policies
carefully because while many can offer
similar sorts of cover, it’s important to
be aware of the excesses and exclusions.

Another feature of landlords insurance
is the coverage of legal costs. Cerexhe
says this covers the cost of taking tenants
to a tribunal or courl over unpaid rent or
damage to the property,

Ancther feature to Jool for in a policy
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