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Home Insurance Vocabulary 
Actual Cash Value (ACV) – The value of your property, based on the current cost to replace it minus 
depreciation. Also see “replacement cost.” 

Binder – A temporay insurance contract that provides proof of coverage until you receive a permanent 
policy. 

Claim – A policyholder’s requesrt for reimbursement from an insurance company under a home insurance 
policy for a loss to property. 

Deductible – The amount a home insurance policyholder must pay out of pocket for a covered claim. 

Earned Premium – The portion of a policy premium that has been used to actually buy coverage, or that 
the insurance company has “earned.” For instance, if you have a six-month policy that you paid for in 
advance, two months into the policy, there would be two months of earned premium. The remaining four 
months of premium is “unearned premium.” 

Liability Coverage – Covers losses that an insured person is legally liable for due to negligence or other 
situations outlined in a home insurance policy. 

Loss of use – A provision in homeowners and renters insurance policies that reimburses policyholders for 
the additional costs (housing, food, and other essentials) of having to live elsewhere while the home is 
being restored following a disaster. 

Personal property – All tangible property (other than land) that is either temporary or movable in some 
way, such as furniture, jewelry, electronics, etc. 

Premium – The price a home insurance company charges for a specified risk over a specified period of 
time. 

Replacement cost – Pays the dollar amount needed to replace the structure or damaged personal 
property without deducting for depreciation but limited by the policy’s maximum dollar amount. 

Rider – A written agreement attached to the policy expanding or limiting the benefits otherwise payable 
under the policy. Also called an “endorsement.” 

Underwriting – The process an insurance company used to decide whether to accept or reject an 
application for a polcy. 

http://www.helpinsure.com/home/cpmhomeglossary.html 
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Homeowner Policy
         Example 

Cost of replacement: $240,000
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