AN EXPLANATION OF 90% CO-INSURANCE

Under the terms of this clause property must be insured in an amount equal to or exceeding 90% of its insurable value. Failure to do so will result in a penalty in the event of a partial loss. The manner in which the 90% co-insurance clause would operate is illustrated in the following hypothetical example. 

Example:

A) Building is insured on a replacement cost basis for $325,000.

B) Actual cost to replace the building is $500,000.

C) Minimum amount of insurance required to satisfy the 90% co-insurance clause is
$450,000. (90% of B)

D) Amount of loss $100,000.

Application of co-insurance clause
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FORMULA:

Amount of insurance carried




Amount of insured required





$325,000. (A)



$450,000. (C) 
This example clearly illustrates the necessity of insurance to value.  Note the amount of recovery never exceeds the amount of insurance carried.  For this reason it is important to insure for 100% of the insurable value in order to have enough coverage in the event of a total loss.
If you have any questions please feel fee to call us to discuss this further.
X Amount of loss = Recovery





X $100,000 (D) = $72,222.22
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Important Notice: Please refer to the actual policy wordings for specific details about coverages and exclusions.


