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TEXAS: Coinsurance
It has recently been discovered that there are property / inland marine policies being issued in the State of Texas with coinsurance clauses that do not comply with the Texas Insurance Code.  We need to address all such policies in the future to assure that we have enforceable coinsurance provisions.

Section 2002.005 of Subchapter A, Chapter 2002 of the Texas Insurance Code provides that an insurer may not issue a policy or contract that makes an insured liable as a coinsurer for any part of loss or damage that may be caused by fire to the property described in the policy EXCEPT, if the insured is provided the option of a reduction in the premium rate for the policy or contract.

This means that whenever we provide a quote for coverage with a coinsurance provision, for property in the State of Texas, we must also provide a quote stating the higher premium to be paid for a “no coinsurance” contract.  This allows the insured to accept, at their option, the coinsurance contract for the reduced premium.

Effective immediately, we must adhere to these requirements when quoting coverage that provides for a coinsurance clause to be applicable.

Should you have any questions regarding this procedure, please contact your Program

Manager.
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