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Essential Items For Property Owners To Consider When Requiring Renters Insurance Coverage

By: Dave Dillon, Vice President of Renters Insurance Services for First Advantage SafeRent

Property managers and landlords often struggle with the decision to implement a renters insurance requirement because of perceptions about the legality of such a program, the costs associated with implementation, and the potential negative impact on their competitiveness in the market.  However, experience has shown that, if done correctly, renters insurance requirements can be implemented in a legal and fair way that actually results in attracting residents and lowering costs.  When residents are presented with a clear and reasonable insurance requirement, the freedom to choose a carrier and coverage levels, and a convenient, affordable option, most residents consider it a benefit of living at a community.  And when a high percentage of residents have insurance coverage, a property’s resident-caused damage expenses are reduced resulting in a positive impact to the bottom line.  

The key to achieving positive results is to carefully consider the legal and business issues of a renters insurance requirement and to design a program that addresses these items.  The 12 items presented below offer guidance for property managers and landlords that are contemplating the implementation of a renters insurance requirement.  These items are presented as considerations only and do not constitute legal advice.  Property managers and landlords should consult with their legal counsel prior to implementing a renters insurance program. 

First, some general considerations for a renters insurance program: 

1. Disclosure of Renters Insurance Requirements To ALL Applicants – ensure that applicants clearly understand your renters insurance requirements prior to lease signing.  Openly disclose these requirements during the application process by providing prospective residents with a separate written notice detailing the renters insurance requirement and by publishing the requirement in your resident screening policies.

2. Articulate Renters Insurance Requirements In Your Lease – there should be a clear and conspicuous written provision in the lease describing the nature, purpose and requirement for renters insurance as a condition of the lease. You should also consider requiring residents to specifically initial the provision as evidence of the resident’s knowledge of the requirement.  

3. Differentiate Between Liability & Contents Coverage – renters insurance typically provides coverage for resident liability and contents coverage. The resident liability, or property damage coverage, is where the property owner has “insurable interest” and can typically be required in a lease. However, you should still consider strongly recommending that residents also obtain contents coverage to provide protection for their possessions.

4. Keep Things “Reasonable” – it has been established by case law that the minimum liability limit that is required or strongly recommended should be considered “reasonable” for a resident’s responsibility. The property managers and landlords  should not attempt to shift their financial responsibility to the resident.  Simply make residents financially responsible for the portion of the building they are renting. 

5. Emphasize That Residents May Select Any Insurance Carrier – while you may partner with an insurance provider to offer residents a convenient coverage option, you should always emphasize that the resident may select ANY insurance carrier as long as the minimum coverage limits are met.  If a resident selects their own carrier, be sure they provide you proof of coverage with the landlord listed as an “additional interest” or “interested party”.  The resident must always retain the ability to select the carrier and coverage that is best for them.

6. Ensure Leasing Agents Do Not Sell Insurance – only licensed insurance agents are permitted to sell insurance policies.  Therefore, your leasing team must not perform any activities that may be perceived as selling insurance.  Keep your leasing team focused on leasing, managing and maintaining the community, and leave the insurance relationship to those with an insurance license.  When selecting an insurance provider, consider one that has licensed insurance representatives in your geographic area so that they may assist leasing teams and residents with insurance sales matters.

7. Consider Unique Implications For Affordable Properties – regulations may differ for certain types of affordable properties, therefore consult with your legal counsel to determine if your renters insurance requirements must be modified for residents living in affordable apartment units.

Now some considerations for selecting a provider partner:

1. 
Choose An Insurance Provider That Delivers Results – in order to reap the financial benefits of a renters insurance program, you need a high percentage of apartment units with insurance coverage.  Select a partner that has a proven track record for helping property owners achieve high renters insurance coverage rates.  Set participation metrics with your provider to track program success and ensure that your provider offers online reports so that you can monitor progress.
2.  Select An Insurance Provider That Offers Multiple Programs – each community in your portfolio is unique with its own set of diverse needs, therefore select a provider that offers multiple programs so that you can pick the best program, coverage and limits by property.
3.   Choose A Provider “Admitted” In Your State – while not a legal requirement, consider selecting an insurance provider that is "admitted" in your state.  Admitted carriers are reviewed the by the state’s department of insurance and therefore may provide the most consistency and uniformity.
4. Select An Insurance Provider That Benefits Your Residents – well implemented insurance programs differentiate your community from the competition and provide residents with a true amenity.  Consider selecting a provider that offers a program with newer, more innovative resident features such as:

a. Affordable liability and contents insurance with flexible coverage levels and terms

b. Convenient enrollment and payment options

c. No paperwork/application - guaranteed acceptance for residents in your community

d. No review of prior claims

e. No credit check

f. No need to meet with an agent or broker

g. No or very low deductibles

h. No-hassle claim filing

i. No reporting of resident claims to insurance industry databases

j. Resident materials in Spanish, as well as bilingual claims and customer service personnel.

5. Choose An Insurance Provider That Alleviates Workload For Your Leasing Team –      consider selecting a provider that has licensed insurance representatives to support your leasing teams at the local level.  The provider should offer training for your leasing and maintenance teams so that these teams understand insurance regulations and the claim filing processes.  In addition, the provider should supply marketing and educational materials for your residents.

By carefully outlining your renters insurance requirement and selecting the right insurance provider you can establish a strong program that helps attract residents and improve your bottom line. 

By Dave Dillon, Vice President of Renters Insurance Services for First Advantage SafeRent.  For questions about renters insurance, contact Dave Dillon at 800-999-0350 or ddillon@FADVSafeRent.com.

For questions about this article, please contact: marketing@FADVSafeRent.com


