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Auto insurance is a contract between you and an insurance company that protects you against financial loss in the event of
an accident or theft.
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Types of Auto Insurance Coverage

« Liability Insurance (Required in most states)
« Bodily Injury Liability: Covers medical expenses for others if you're at fault.
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Collision Coverage Optional

« Covers damage to your car from a collision, regardless of fault.

» Comprehensive Coverage (Optional)

» Covers non-collision damage (theft, fire, vandalism, natural disasters).
Personal Injury Protection (PIP) / Medical Payments
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Uninsured/Underinsured Motorist Coverage

Gap Insurance

« Covers the difference between your car’s value and what you owe if it's totaled
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Factors Affecting Premiums

 Driving Record (accidents, tickets increase costs)

* Age, Gender, & Location (young drivers, urban areas often pay more)
» Vehicle Type (luxury/high-performance cars cost more to insure)

» Credit Score (in some states)

» Deductible Choice (higher deductibles lower premiums)
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How to Save on Auto Insurance
¢ Bundle policies (e.g., home + auto)
» Ask for discounts (safe driver, good student, military)
* Increase deductibles (if you can afford out-of-pocket costs)
» Maintain good credit (where applicable)

» Usage-based insurance (pay-per-mile or telematics programs)
¢ How Auto Insurance Claims Work
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At-Fault vs. No-Fault States

« In no-fault states (e.g., Florida), each driver's own insurance covers their injuries (via PIP), regardless of fault.
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Claims Process

* An adjuster investigates and determines payout based on policy terms.
» You pay your deductible, and the insurer covers the rest (up to policy limits).
« Pro Tip: Always get a police report for accidents—it strengthens your claim.
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Hidden Coverage Gaps to Watch For

« Rental Car Coverage: Your policy may not cover rental cars (unless you add it).

* Rideshare Drivers: Personal policies often exclude Uber/Lyft—you need a commercial add-on.
* Modified Vehicles: Aftermarket parts may not be fully covered without a special endorsement.
* Business Use: Delivering pizzas? Personal policies won't cover commercial activities.
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When to Sue or Be Sued After an Accident

« If damages exceed the at-fault driver’s policy limits, you may sue them personally.
 If you're sued, your insurer provides legal defense (up to your liability limits).
e Umbrella Insurance: Adds extra liability coverage (e.g., $1M+) for severe cases.
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How Insurers Calculate Your Car’s Value

» Actual Cash Value (ACV): What your car was worth pre-accident (depreciation included).

» Disputing a Payout: Provide evidence (e.g., recent upgrades, local market prices) to argue for a higher value.
¢ Special Situations

» Leased/Loaned Cars: Gap insurance is often required (covers the “gap” between ACV and loan balance).
 Classic Cars: Need “agreed value” coverage (not ACV) due to appreciation potential.

» Exotic Vehicles: High-risk insurers (e.g., Hagerty) specialize in rare cars.
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Steps After an Accident

e Check for Injuries: Call 911 if needed.

* Document Everything: Photos, witness info, police report.

» Notify Your Insurer: Even for minor accidents (some states require reporting).
¢ Avoid Admitting Fault: Let insurers investigate.

« Track Repairs: Keep receipts for rental cars/towing.
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Auto Insurance Myths Debunked
¢ Red cars cost more to insure: False—color doesn’t affect premiums.

o Older drivers always pay less: Not true—rates may rise after age 70 due to higher risk.
» Full coverage means everything’s covered: No—it just means collision + comprehensive (excludes gaps like rentals).
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