Preparing Financially for a Disaster
by the Virginia Society of Certified Public Accountants

By their very nature, disasters often strike without warning. Whether it be a fire, flood or hailstorm, it’s

a good idea to have your personal finances in order before an unexpected emergency knocks at your door. 
Virginia CPAs provide the following five tips to help you prepare financially for a disaster:

1. Properly insure your property. 

Make sure you have adequate insurance coverage. At a minimum, buy full replacement or replacement cost insurance. With this coverage, the insurance company will pay to replace your house up to the limits specified in the policy. Also, have an appraiser periodically assess the value of your home, including renovations, so the policy reflects its current replacement costs.

It’s important to note that flood damage is not covered by homeowners’ policies. No matter what your risk for flood, you can purchase flood insurance if you live in a participating community — a community that has adopted and enforces flood plan management ordinances.

And remember, even if you don’t own your own home, you should insure your personal property with renter’s insurance. 

2. Have cash on hand.
If the electricity goes out, ATMs won’t be able to spit out your dollar bills. The same goes for charging purchases to your credit card. Keep a small amount of cash on hand to pay for food, supplies, hotel rooms or whatever you may need if your home is uninhabitable or damaged. 

3. Safeguard important papers.
It will be easier to pick up the pieces in the days following the disaster if you have safeguarded important documents. Consider purchasing a fire and waterproof safe to house copies of your important documents. It’s wise to put the original documents in a safety deposit box at a bank across town or in a nearby city — thus, reducing the likelihood that the same disaster could affect both house and financial institution.

Papers that should go in a bank safe deposit box include birth, death and marriage certificates; passports; military records; Social Security cards; property deeds; copies of drivers’ licenses; car titles; stock and bond certificates; list of insurance policies; copies of living will; trust documents; and other important records.

4. Organize other records.
They don’t necessarily belong in a bank safe deposit box, but the following records should be kept handy if you must evacuate your home suddenly: the last few years’ worth of tax returns, medical information like copies of health insurance cards and prescriptions, a written inventory and photos of household items, credit card records, employee benefits information, and warranties and receipts for major purchases, to name a few. Make sure to update the information at least once a year.

5. Take steps to protect your belongings.
Before disaster strikes, take steps to protect your property like building a tornado safe room, learning how to shut off your utilities and replacing a roof’s wood shingles with a material that is more fire resistant.

It’s not pleasant to think about experiencing a natural or manmade disaster. However, by taking these proactive financial steps, you can reduce some heartaches and headaches should a disaster occur. 

Additional personal finance information is available online from the Virginia Society of Certified Public Accountants at www.FinancialFitness.org. 
