Insurance 101
Know the basics of insurance, how it works,
and how to choose the best insurance agent.
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Common Types of Insurance
You can get just about anything insured. Rolling Stones guitarist Keith Richards once insured his hands for
$1.6 million, while Bruce Springsteen stands to receive $5.7 million from an insurance policy should his
voice ever fail him. For most people, there are chiefly four types of insurance: auto, property, life and health.

AUTO INSURANCE
Car insurance is required if you drive a vehicle. These policies can cover everything auto-related, from
paying for repairs to a damaged car after an accident to bodily injury to a bystander or passenger to
covering for legal defense costs if you end up in a vehicle-related lawsuit.

LIFE INSURANCE
Some employers offer life insurance as a benefit. If a policyholder passes away, the life insurance policy
then assists those that person left behind by helping account for burial costs, replace lost income and
pay any remaining debts of the deceased. Many people choose to buy their own life insurance policy in
addition to what the employer offers either to add more coverage or to have the protection indepedent
from their employment status.

H E A LT H I N S U R A N C E
Health insurance pays for medical treatment in case of serious illness or injury. Many employers offer
health insurance as a benefit to their employees. Other people buy policies directly from insurers or on
marketplaces set up by the government. Supplementary types of health-related insurance exist, such
as vision insurance for eye care or dental insurance for oral treatments. And there’s pet insurance, a variant
of health insurance for your furry family members, often covering illnesses, injuries and other emergencies.

PROPERTY INSURANCE
As the name suggests, this insurance covers the loss of property in case of an accident or crime. This can
come in many forms. Homeowners insurance, for example, covers a person’s home and belongings in
case of accidents, natural disasters or crime. Homeowners insurance is so important that it’s mandatory
if you take out a mortgage to buy a house, because a lender will require the asset to be insured in case
anything happens to it.
Of course, a renter’s belongings can be just as crucial, so having a renters insurance policy can be just
as important if you don’t own your own home. Like a homeowners policy, renters insurance covers your
property in case it is damaged by certain events. Both homeowners and renters insurance cover medical
expenses if someone is hurt at your home.
Other types of property insurance exist for smaller items, too. When you buy a smartphone, for
instance, you could purchase an optional insurance policy for it in case it is damaged, lost or stolen. The
same is true for most large electronics you can buy nowadays.
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5 Insurance Terms
to Know

1. Insurance Policy
An insurance policy is similar to a contract between a policyholder
and an insurer. The contract is agreed to in advance in case the
policyholder suffers a specific type of loss — say, a vehicle collision,
an injury or a burglary. If the event named in the policy happens, the
insurer agrees to cover the financial cost of the loss. Such costs are
usually too large for one individual to cover, so insurance is a handy
way to protect yourself from unforeseen financial distress.
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2. Premiums
The price you pay for insurance is called premium. It can be paid at once or on regular
payments. Smaller policies, such as ones for your phone or electronics, are usually paid for
with a one-time fee when you buy the device. Many insurance policies are paid for through
regular payments over the time frame of your policy.
Essentially, you pay the premium in exchange for a larger lump sum that your policy would
cover in case of emergency.
How much you pay for insurance depends on a risk-based calculation. For example, having a
good driving record, favorable credit rating or vehicle less likely to be stolen —among other
factors —may reduce the cost of your car insurance. A history of accidents, on the other hand,
will raise risk, and consequently, the cost of your insurance.
Homeowners insurance works in a similar way; added security features may help lower
your premium, while your insurance premium may increase if you have an older house
that it’s more susceptible to damage.
How you pay your premiums also varies based on your insurance type. Car insurance
premiums usually are paid in monthly installments. In the case of homeowners insurance,
the premium can be built into your mortgage payment; no additional payment is often
necessary. The premium can be paid in monthly installments or paid in full at once. Most
monthly installements carry a fee, however. If you get your health insurance through
work, many employers usually just deduct the cost of your premium from your monthly
paycheck, while some others pay for the entire cost of employees’ insurance as a benefit.
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4. Exclusions

3. Coverage
Again, the answer to this question depends
on what kind of insurance you have. When
you buy auto insurance, for example, you can
choose which coverages to include in your
policy beyond the coverages required by
state law. In addition to basic coverages that
will help you financially if your car is lost or
damaged or if you injure another person, you
might opt to add coverages that will reimburse you for the cost of renting a car or roadside assistance. Adding coverages, of course,
means that the insurance company is taking
on more risk, so expect a higher premium.

There are certain things that insurance policies just won’t cover. These are called exclusions, and just about every form of insurance
might have them. Standard homeowners insurance policies, for example, outline certain
emergencies that they specifically will not
cover, like flood or earthquake damages. Life
insurance policies may have exclusions that
won’t pay if the policyholders dies from suicide, illegal acts or dangerous activities. Your
health insurance might exclude treatments
given by an alternative healer or injuries sustained in an organized sport or a car accident.
Whatever insurance you have, make sure you
understand the exclusions in your coverage. It’s
important to fully understand them so you’re
not left holding the bag during an emergency
you thought you might be covered against. In
some cases, exclusions can be remedied by
seeking additional coverages, so the more you
know, the more you can protect yourself.

Coverages can vary in other types of insurance as well. In the case of health insurance, a
standard policy might cover certain hospital
bills or prescription drugs within a certain
network of health care providers. You, however, could shop for a policy that also includes
mental health benefits or allows for more
financial coverage outside of that provider
network. Homeowners, on the other hand,
might opt for additional coverage for floods
or volcanoes if their home is within a high-risk
area of such calamities.
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5. Deductibles
Some insurance policies — auto, home and health
policies, in particular — come with a deductible.
A deductible is basically the amount you agree to
pay toward the cost of a claim before your insurance foots the rest of the bill. If your car insurance policy has a $1,000 deductible, for example,
you’ll pay the first $1,000 in repair costs. Your
insurance company covers the remaining amount
up to the policy limit.

Health insurance deductibles are a little different. While car and home insurance deductibles
are often per claim — that is, you pay your
deductible every time you file a claim — medical
deductibles often apply over the course of a
year’s worth of coverage. If you spend $300 of
your $1,000 medical deductible, you’d still have
$700 of it left before the insurance company
begins to cover the rest.

The deductible in an auto insurance policy
usually applies to each of your comprehensive
and collision coverages. Say your car is damaged
after a wreck, or a tree falls on it. You’d pay your
deductible toward repairs, and your insurance
company would take care of the rest of the bill.

In addition, not everything included in your
health insurance plan might involve your deductible. Many plans cover preventive visits to a primary care physician even before the deductible
is met — but again, check your coverage to make
sure you know what you’re covered for

Homeowners insurance’s deductibles essentially
work the same way, although while some policyholders choose a set dollar amount of deductible
when choosing a policy, others choose a percentage of the cost of the home. Say, for example, you
buy a policy for a $300,000 house. A 1 percent
deductible for that policy would require the
homeowner to cover $3,000 of the cost whenever they file a claim.

Finally, it’s important to note the relationship
between your deductible and your premiums.
Generally, the lower your deductible, the higher
your premiums. It’s up to you to decide what’s
more important to you: a lower premium or a
lower deductible that must be paid if you have a
claim.
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Why You Should Review
Your Insurance
Many people avoid fiddling with their insurance policies — unless they are tempted to save money. Shopping
for insurance isn’t all about saving, however. Major life events and evolving insurance needs may be good
reasons to talk with your insurance agent about your coverage.
When you review your policies, make sure you ask your agent to explain the recommended coverage. Ask
questions about premium versus coverage, opportunities for savings and discounts, and new bundling options. Here are three reasons to review your insurance.

1. Risk Analysis: The nonprofit Insurance Information Institute advises consumers to review their insurance policies at least once a year or after a major life change, such as change in marital status, having a
child, or buying or selling a hime. You must ensure that you have the right coverage and policies for your
evolving insurance needs.

2. Bundles: Have you bought a home, motorcycle or boat? You might want to consider bundling your
insurance policies. Bundling is one way to save on insurance without compromising on coverage. Just discuss
your insurance needs with the insurance agent, who can take a a holistic look and find you the best insurance
provider for your various policies.

3. Discounts: Price is one of the main motivations for switching insurance companies. But it’s important
to weigh what you pay for insurance against what you’ll get if you actually need to use it. Discounts can be a
good way to save. For instance, parents see their insurance rates climb when adding a teen onto their auto
policy. Many insurance companies offer discounts that somewhat offset this increase if the teen has good
grades or takes a driving course. Ask about discounts that might apply to your evolving situation.
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Working With An
Insurance Agent
Buying insurance can be overwhelming and confusing. There are so many options to
consider: different coverage types, a wide variety of policy levels and limits, dozens
of providers to choose from — and that’s just a start. Think of the complex web of
insurance regulations and requirements, and the serious consequences of not being
adequately covered. All of this is enough to make your head spin.
Luckily, there’s one decision you can make at the very beginning of your insurance-purchase process that will make the experience significantly simpler and ensure
you end up with the correct coverage: choosing to work with an insurance agent.
Instead of going at it on your own, trusting an agent to handle your insurance needs is
a smart move. You only want to make sure that you are working with the best insurance agent for you.
The biggest advantage of working with an agent can be summed up in one word:
knowledge. The state requires insurance agents to go through a rigorous licensing
process and continue to educate themselves throughout their careers, including ethics classes. This knowledge enables an agent to provide you with the proper level of
coverage at the best value.
If disaster strikes and you ever need to file a claim, it’s comforting to have an experienced agent there to guide you through the process. And, because you’re starting a
relationship with an agent who will get to know you, when your life changes this agent
will be able to adjust your coverage so you’re always well protected.

Agent Types
There are two different kinds
of insurance agents:  captive
and independent. Captive
agents work for a single insurance provider, and can only
sell insurance offered by their
provider. On the other hand,
an independent agent works
for an insurance agency, and is
able to sell insurance offered
by a variety of providers. Both
types of agents are paid the
same way, via commissions
on the policies they provide
to their customers. Captive
agents are certainly worth
considering, but it is noteworthy that an independent
agent’s wider selection of options may allow them to craft
a policy that fits you better
and offers more value.
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How to Pick an
Insurance Agent
Once you’ve decided to seek out an agent, there’s still another important decision to make: choosing an insurance
agent from the large pool of agents in your area. It’s not as simple as walking into the nearest insurance office and
purchasing from the first agent you meet. Different agents may be more or less suited to your specific needs, and
some agents are simply better than others. How to choose? Here are some factors to keep in mind.
Word of Mouth. Talking to friends, family and coworkers about their
insurance agents is a good place to start. Hearing their firsthand experiences is invaluable, and if someone really likes his or her agent, this
person will be eager to put you in contact.
Online Reviews. Reading online reviews is another way to identify
possible agents, but keep in mind that, in general, people are much more
likely to take the time to post a negative review, so don’t rely solely on
these sources.
Vetting. You can research agents and providers by visiting the Washington State Office of the Insurance Commissioner website, which offers a
wealth of information on all things insurance in Washington.
Location. Regardless of how you research agents, picking an agent near
you is usually beneficial, not only for convenience but also because this
agent’s reputation within the community might be easier to gauge.

Once you have a small list of potential agents, simply call them up and
explain that you are in the market
for insurance. This initial chat can be
indicative of how the relationship
with this agent might progress, so pay
attention to the conversation.
The agent should be asking lots of
questions about you, your family,
home, vehicle, even your interests, all
with the goal of trying to understand
your unique situation so he or she can
offer coverage that fits your needs. If
an agent sounds to be simply “checking boxes” on a form and rushing to
get you a quote, it might be a red flag.

You might want to ask the following questions.
• How quickly do you respond to calls or emails?
• What is your background and experience level?
• What types of insurance do you specialize in, if any?
• How often do you schedule coverage reviews?  (Tip: An annual review is ideal.)
• How involved will you be when I need to file a claim?
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Ready to Buy?
Working with an insurance agent provides a myriad of advantages — as long as you find the right
agent. With the right due diligence, however, you should be protected in no time, and on the
path to having an agent relationship that yields invaluable of peace of mind.

Visit AAA Stores for Insurance Services
(Hours vary; please call your local store or visit aaa.com for details)
ALDERWOOD*
(425) 775-3571
3000 196th St. SW,
Lynnwood

MOUNT VERNON
(360) 428-5800
1811 Riverside Dr.,
Ste. B

NORTH SPOKANE
(509) 358-7050
7307 N. Division St.,
Ste. 103

BELLEVUE*
(425) 455-3933
1100 Bellevue Way NE,
Ste. 7

OLYMPIA
(360) 357-5561 2627
Capital Mall Drive
SW, Ste. 1

TACOMA*
(253) 756-3050
1801 S. Union Ave.

BELLINGHAM
(360) 733-2740
4280 Meridian St.,
Ste. 106

SEATTLE*
(206) 218-1222 1523
15th Ave. W.

BREMERTON
(360) 377-0081
5700 Kitsap Way
COEUR D’ALENE,
IDAHO
(208) 664-5868
296 W. Sunset Ave.,
Ste. 33
ISSAQUAH
(425) 557-0222
405 NW Gilman Blvd.,
Ste. 102

SOUTHCENTER*
(425) 251-6040
17250 Southcenter
Pkwy., Ste. 112,
Tukwila
SPOKANE
SPOKANE
(509) 358-6900 1314
S. Grand Blvd.

TRI-CITIES
(509) 735-6351
6501 W. Grandridge
Blvd., Ste. G,
Kennewick

I N S U RA N C E - O N LY
OFFICES:
BATTLE GROUND
(360) 369-7005
2401 W. Main St.,
Ste. 105
LEWISTON, IDAHO
(208) 798-5555
802 Bryden Ave.
LONGVIEW
(360) 636-5000
1339 Commerce Ave.,
Ste. 310 C

VANCOUVER
(360) 696-4081
4301 E. Fourth Plain
Blvd.

NEWPORT
(206) 269-5200
3605 132nd Ave SE

WENATCHEE
(509) 662-8550
221 N. Mission St.

NORTH SEATTLE
(206) 529-2700
320 NE 97th St.,
Ste. C

YAKIMA
(509) 248-6520,
2301 W. Nob
Hill Blvd., Ste. 1

YAKIMA
(509) 837-9335
3502 Summitview Ave.

*Open Saturdays

AAA Washington Insurance agents are here to help. Call (877) 222-4678 for a free, no-obligation consultation.
Visit Us: wa.aaa.com/insurance. See last page for store locations.

