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CBIZ INSURANCE INSIDER
Helping you better understand your short-term vacation rental insurance policy

CONFUSED ABOUT COINSURANCE?
Key insurance terms can be quite confusing and often misleading. The 
Insurance Insider series is here to help shed some light on what the 
industry jargon truly means.

For example, let’s look at the term, “coinsurance.”  The definition, when 
used in the context of property insurance, is far different than what you 
may be used to with your health insurance.

To understand “coinsurance” as it relates to property 
insurance, let’s break down the facts: 

• Coinsurance is intended to encourage the insured to purchase and 
maintain adequate coverage. 

• Most insurance companies will want the owner to insure their 
building for the amount it would cost to rebuild to ensure you 
get the most protection in the event of a total loss.

• If a policyholder grossly underinsures their property, either accidently 
or to save money on their premium, they may be subject to a 
Coinsurance Penalty.

• The coinsurance penalty only applies to partial losses in most states.
• It also applies to the building only.  The contents in the home or 

a potential loss of income may not be applicable.

• Coinsurance is a provision found in most commercial insurance 
polices. It is not unique to the Vacation Rental Insurance program.
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Unlike other insurance companies requiring higher percentages, CBIZ 
has an 80% coinsurance clause. That means, in order to avoid a penalty 
at claim time, your building limit will need to remain equal to or greater 
than 80% of the building value.

Unsure about your home’s rebuild value? CBIZ encourages you to 
contact an independent contractor for an accurate valuation of 
your home.  Speak to a professional today to ensure your property is 
adequately covered.

THE COINSURANCE PENALTY: A REAL LIFE EXAMPLE

Here is your lovely vacation rental property.  In the event of loss requiring a total 
rebuild, it is valued at $1,000,000 (Determined by an independent contractor.)

CBIZ would recommend that you insure this home for at least 80% of the $1 million 
value ($800,000). Instead, to save money on premium, you decide to insure the home 

for only $600,000.

Unfortunately, a kitchen fire breaks out in your home later that year causing $60,000 
worth of damages.  But you have insurance, so you file a claim and expect to receive 
payment covering the cost of the damages...

WARNING: THE COINSURANCE PENALTY IS ABOUT TO STRIKE

Since the kitchen fire is covered under your policy, you anticipate receiving payment 
in full for the damages.  But your home is underinsured.  Your claim payment is now 

penalized in direct proportion to the amount under the 80% coinsurance requirement. 

Since your building limit is 25% below the requirement ($600,000 vs. $800,000) 
your claim payment would be 25% less than what you need.  So, instead of getting 

$60,000* to fix your incredible vacation home, you only receive $45,000*. 

Underinsuring your home just cost you $15,000 out of pocket!

*Payment amounts received, less your deductible.
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