ANSWERS

Insurance

An umbrella insurance policy is a type of liability insurance designed to provide extra protection beyond the limits of your
standard homeowners, auto, or boat insurance policies. Think of it as an added layer of security that kicks in when the underlying
policies have reached their coverage limits.

Umbrella coverage usually starts at $1million. It can extend into the millions more, offering peace of mind that your assets—such as your home, savings, and
investments—are safeguarded in case of a significant legal judgment or settlement.

This extra layer of protection is crucial because lawsuits can be unpredictable and sometimes result in high settlement amounts. For example, suppose you are
found liable for a serious car accident. In that case, your auto policy might cover the first $300,000, but if the court judgment exceeds that, your assets could
be at risk without an umbrella policy. An umbrella plan often covers claims not covered by other policies, like slander, libel, and false arrest, and may include
liability protection for lawsuits outside the United States. Additionally, it often covers legal defense fees, which can mount quickly in a contentious case.

Umbrella insurance is not stand-alone coverage; you typically need to maintain specific underlying policies—such as homeowners, renters, or auto insurance—
at specified liability limits. Insurers usually require a minimum level of coverage on these primary policies before issuing an umbrella plan. Often, you can bundle

your umbrella policy with your existing insurance under the same provider, which can lead to discounts and simplified account management.

So, who needs an umbrella policy?

Most individuals can benefit from the added security, but it becomes particularly important for those with higher
net worth or those exposed to greater risk. An umbrella policy is worth considering if you own property, have
significant savings or investments, employ domestic staff, or frequently entertain guests. Even those who
participate in activities with higher liability risks, like volunteering in a leadership capacity or serving on a board,
might find it prudent to secure umbrella coverage.

When deciding how much coverage you need, start by assessing the value of your assets. Consider your home
equity, retirement accounts, investments, and potential future earnings targeted by a lawsuit. While retirement
accounts may be out of reach if you are found liable, you should include them when you discuss your policy with
your agent. Most insurance providers offer umbrella policies starting at $1 million, with much higher options. A
good rule of thumb is to match your coverage level to the total of your assets and projected future income.

The cost of an umbrella policy can be reasonable, considering the protection it provides. For example, a $1 million
policy might range from $150 to $300 per year, depending on your location, driving record, and the number of
properties you own. Each additional $1 million of coverage generally costs less than the first, making higher
coverage limits relatively affordable.

In short, an umbrella insurance
policy can be a safety net that
prevents a lawsuit from
draining your hard-earned
savings and jeopardizing your
financial future. Whether you
have a modest home or
significant wealth, an umbrella
policy delivers peace of mind

and practical protection

against life’s unforeseen

liabilities.




