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Planning to List Your 
Home on Airbnb or 
VRBO?
Important Insurance, Risk and Financial 
Considerations with Short Term Rentals

By: Amy DeForeest  

According to AIG Private Client Group, a premiere personal property and liability 
insurance provider, “The sharing economy, marked by peer-to-peer rental of 
everything from homes and condos to cars and bikes, is on the rise. The consumer 
peer-to-peer rental market is reportedly worth more than $26 billion”.  This “sharing 
economy” includes popular services like Airbnb and VRBO where one rents out their 
home for short periods of time through these companies who act as the middleperson 
between the home owner and the short term renter. At Willis Towers Watson Private 
Client, we recognize that some of our clients are actively participating in this practice 
or considering it for the future.  From an insurance coverage and risk exposure
perspective it is important to note that not all homeowners insurance policies will 
provide adequate coverage for this exposure and that even if there is coverage, one 
still must be cautious and mindful of the risk associated with short term renting. 

Your Home Insurance Policy-Will it Cover? 

Beyond the Insurance-Pros 
and Cons 

Most home insurance policies are designed to insure a house (condo/co-op) that the 
owner occupies or that the owner rents out for an extended period of time.   The 
premium the insurance company charges is based on that risk which assumes  more 
care will be taken with the property, as it is an owner’s or tenant’s long term home.  
But with short term renting, the risk of damage to the home and the property in the 
home changes significantly as both are exposed  to more damage, with short term 
renters treating the rental more like a hotel room that their full time residence.   Also, 
there is greater liability risk to the owner as short term renting means more 
individuals in the property who can hold the owner liable for any number of areas 
ranging from disappointment in accommodations to claims of injury due to an unsafe 
area in the home. Because of the significantly greater risk of property damage from 
short term renting as well as greater liability exposures, and because the premiums 
being charged are not taking these added exposures into account, more insurance 
companies are being cautious about this type of activity, with some excluding short 
term rental coverage or limiting the amount of coverage provide under their policy. It 
is therefore recommended that prior to putting a home into a short term rental 
program that one should contact one’s insurance advisor to discuss how the current 
insurance policy would respond. 

It is also recommended that one carefully evaluate all the “pros and cons” beyond the 
insurance policy.  Here are a few questions to consider: 
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Both Airbnb and VRBO offer access to some limited insurance coverage that you can 
purchase if you participate in their online rental programs, however, it is crucial that 
you understand what is covered and, possibly even more importantly, what is not 
covered. Both companies indicate, on their sites, that regular homeowner’s insurance 
does not cover a vacation rental business and that a special policy is needed as it is a 
business exposure. 

A irbnb Host Guarantee Coverage:  While there is some coverage for property damage 
and lost revenue, losses are settled on an actual cash basis (replacement cost less 
depreciation) and there is NO liability coverage. 

The VRBO site does not specifically reference insurance, however, they do have a 
product called HomeAway Assure: The home must be a completely separate entity – 
no home sharing or owner occupied residences. This policy is designed to be a 
replacement, not an addition to a landlord/dwelling fire policy that would typically be 
used for a rental home. 

As always a Willis Towers Watson personal insurance advisor can discuss these 
options as well as review the insurance and risk associated with short term rental to 
help make sure one is properly protected.  

Key Thoughts to Consider: 

Consult with your Willis Towers Watson insurance advisor before you begin a short 
term rental such as Airbnb to determine how your home insurance policy would 
respond and if you need additional coverage
As part of that discussion be sure to review your excess liability/umbrella coverage 
limits as liability exposure is potentially  much greater with short term renting
Make sure you are aware of any tax repercussions
You are inviting strangers into your home so be sure your home is safe and well 
maintained to minimize liability 
Properly store valuables and fine arts to avoid potential losses 

Other Insurance Options Provided 

Through Airbnb & VRBO/HomeAway 

Will the home be managed by a property manager or 
will you be doing it yourself?
Are you going to hire a cleaning service after each 
guest or do the maintenance yourself?
What is the cost of the extra insurance you’ll need to 
secure a policy that is explicitly designed to respond 
to this risk?
What are the tax repercussions of the extra income?
Will you have a screening process for tenants, i.e. will 
there be a minimum age limit or will you allow groups 
of college age folks to rent your home for spring 
break?
Have you minimized all potential liability exposures, 
(i.e. fixed the cracked sidewalk, repaired 
If you belong to an HOA, is short term rental allowed?
Does your community ordinance allow short term 
rentals? 
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Estate Planning. Wealth 
Transfer.Where does 
Personal Insurance fit in? 

By: Andrew Kyles 

Your will has been drafted. You have established a living trust. You have designated 
Powers of Attorney and signed off on medical directives. You have done all you can 
to minimize estate taxes and ensure that your descendants receive as much of your 
accumulated wealth as possible. Maybe you have gifted some of your assets as well. 
Portions of your art collection donated to a local museum? A scholarship in your 
name at your alma mater? In short, your estate planning is complete. Right? Not 
necessarily. 

A commonly overlooked aspect of any estate plan is insurance. Specifically, 
personal insurance. If this important piece of the estate planning puzzle is not 
addressed as part of your ultimate estate plan it will fall to your beneficiaries to put 
that puzzle back together. What do we mean by that? 

Consider these circumstances… 

Most insurance companies are 
willing to continue coverage on a 
residence after an insured passes 
but only for a short period of time. 
More often than not, the home will 
remain unoccupied (or even 
completely vacant) and put up for 
sale. The number of available 
insurance markets is reduced 
significantly at this point. 
 
What happens to your fine art 
collection? Your jewelry? 
Coverage will need to be kept in 
place when these high value 
assets are transported or stored. 
Will your current insurance 
company be willing to take on that 
risk? What about your 
beneficiaries’ company? 

Just because you are no longer 
with us doesn’t mean that you 
(meaning your estate) do not 
have liability exposures. Your 
estate and those responsible for 
administering your estate could 
be found liable should a claim 
arise. What if a caretaker of 
your residence is injured while 
maintaining your property? What 
if a prospective buyer of your 
home trips and falls during a 
real estate showing? Liability 
claims can still be made against 
your estate and, if the estate is 
left unprotected, can result in a 
significant reduction of the 
wealth you intend to transfer if 
the estate is forced to pay a 
liability claim. 
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At Willis Towers Watson, we understand better than your typical insurance agent or 
broker the complex needs that High Net Worth individuals may face when it comes to 
estate planning and wealth transfer. We know that most family wealth usually dissipates 
within three generations. We know that views on risk and planning usually change from 
generation to generation. We know that trends such as impact investing or using fine art 
as an investment technique can require the expertise that only a broker with our 
experience has. 

So reach out. Let us talk to you and those involved in your estate planning about your 
unique needs. 

Expertise

Talk to your Client Manager at Willis Towers Watson if you are or will be putting 
together your estate plan. We can help you create a plan to protect those assets that 
you have worked hard to accumulate over the years and that you intend to pass along 
to your loved ones once you are gone. Your Willis Towers Watson Client Manager 
isn’t just your contact person when you buy a new house or new car. They are also 
your contact person when it comes time to ensure that your assets remain protected 
during the wealth transfer process of an estate plan. 

The Solution
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By: Cincinnati Insurance 

Planning a party can be a big task, especially when 
you consider your responsibilities as host extend 
beyond when your guests walk out the door. The 
perfect ending to any gathering is a safe trip home for 
all of your guests. Remember, too, if your intoxicated 
guest is injured or injures someone else on the way 
home, you could be held legally responsible. But you 
can take steps to ensure the safety of your guests 
and, ultimately, the success of your gathering. 

Tips for being a 

responsible party host

Provide the right envionment

The Substance Abuse and Mental Health Services Administration encourages these precautions 
when hosting a party: 

Avoid making alcohol the main focus of social events. Entertain guests with music, dancing, 
games, food and lively conversation.
Provide guests with nutritious and appealing foods to slow the effects of alcohol. High protein and 
carbohydrate foods like cheese and meats are especially good. They stay in the stomach much 
longer, which slows the rate at which the body absorbs alcohol. Avoid salty foods, which 
encourage people to drink more.
Did you know that one in three adults prefers a nonalcoholic beverage? Make sure to offer plenty 
of non-alcoholic choices such as sparkling water, fancy juice drinks, soft drinks and bottled 
drinking water.

Play it safe when serving alcohol

During your party:

If you hire or designate someone as bartender, ask them to measure the correct amount of liquor 
into drinks and instruct them not to serve anyone who appears to be impaired. 
Check the ID of anyone who appears to be under the age of 30 (no ID, no alcohol).
Stop serving drinks at least one hour before the end of the event. Instead, serve coffee, 
nonalcoholic 
beverages and desserts at that time. 
Recruit people who will not be drinking to be available at the end of the party to help ensure that 
everyone has a safe ride home. 

Finally, had one too many? Call a friend, taxi or rideshare service. 

More information

Play It Safe – Be a Responsible Party Host , Local Liquor Control Commission 
Our blog post, Keep your office party on the nice list 

This loss control information is advisory only. The author assumes no responsibility for management 
or control 
of loss control activities. Not all exposures are identified in this article. Contact your Willis Towers 
Watson risk advisor for coverage advice and policy service. 
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Our mission is to “attract and retain the finest talent in the personal risk services space, 

invest in their learning and development and empower them to provide the BEST service 

in the industry.” As such, we would like to recognize the following Risk Advisor's for the 

completion of the Chartered Private Risk and Insurance Advisor designation: 

Professional 
Spotlight

In addition, we would like to congratulate Drew Wright 

who recently earned his designation through Chubb and 

the Wharton School at the University of Pennsylvania as 

a Certified Advisor of Personal Insurance (CAPI).  

Myrna Smith Caitlin Murnane Andrew Kyles

Obtaining these designations are not easy and require a lot of effort and hard work outside 

of the office. We are very proud of our colleagues achievements in earning these 

designation, and for representing Willis Towers Watson Private Client so well.   

Congratulations! 


