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BY LARRY ROSENBLUM

As the end of 2019 
approaches, commercial 
real estate owners 

and investors are looking for 
strategies to increase their 
2019 tax deductions and reduce 
income taxes. The 2017 tax 
reform law commonly known 
as the Tax Cuts and Jobs Act 
(TCJA) provides new and unique 
opportunities to maximize tax 
savings on several common 
commercial real estate activities, 
and year-end planning is the right 
time to realize these benefits. 

Implementing certain tax planning 
provisions, such as Section 
1031 like-kind exchanges, cost 
segregation studies and tangible property regulations analysis, may help real estate owners, 
operators and trusts offset costs and identify preferred tax treatments. 

The timing of those savings’ benefits could be felt immediately, potentially eliminating or 
reducing the Jan. 15, 2020 quarterly estimated income tax payment. 

Like-Kind Exchanges
Under Section 1031, individuals and businesses with real estate held for investments, rental 
income or business purposes can defer state and federal tax liability by exchanging a real 
property for another of the same type. 

Business operators will need to consider their economic objectives before deciding whether a 
like-kind exchange is a good fit. Some individuals may be looking to exit the market, in which 
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case they would want the cash on hand from the sale 
of a property. For commercial real estate groups that 
are frequently selling one property in order to purchase 
another, like-kind exchanges can be more appealing. 

Situations that Are a Good Fit for Like-Kind Exchanges
Properties that make good candidates for like-kind 
exchanges include those where the sale of the property 
may come with a large profit and therefore a large taxable 
gain. Consider using an exchange if you are planning to 
dispose of property that has experienced a significant 
increase in property value or if there is a low basis in 
the to-be-disposed-of property due to a long holding 
period. It’s important to note that under the TCJA reforms 
to Section 1031, personal or intangible property is no 
longer eligible for like-kind exchanges unless the taxpayer 
disposed of the exchanged property or received the 
exchanged property on or before Dec. 31, 2017. 

Timing & Other Considerations
Like-kind exchanges do not have to be completed before 
the end of the year to have benefits for 2019 taxes; 
they simply must be executed before you would file 
your tax return. There are tax complexities to consider 
in a like-kind exchange, so it’s important to enlist an 
experienced professional right away. Working with a 
qualified intermediary (QI) can help you avoid triggering 
taxable gains in certain scenarios, such as if you end 
up reinvesting less than the full amount of the property 
sales or have a cash “boot” from the fair market value 
of the sold property. Additionally, there are strict timing 
restrictions on the exchange. Section 1031 exchanged 
assets must be named within 45 days of the sale of the 
original property and proceeds from the sale must be 
used to purchase the new property within 180 days.  

Cost Segregation Studies
Real estate owners and investors can also realize 
significant tax benefits by utilizing a cost segregation 
study before they file their 2019 tax returns. Cost 
segregation studies help real estate owners and 
operators accelerate qualifying assets into shorter 
depreciable lives. This strategy is particularly significant 
due to the TCJA’s increase to the bonus depreciation 
deduction. The 100% deduction for qualifying assets can 
be a huge cost saver and potentially eliminate or reduce 
2019 fourth quarter estimated tax payments.

Situations that Are a Good Fit  
for Cost Segregation Studies
Cost segregation studies are also useful as the 
bonus depreciation deduction can now be used for 
used properties acquired after Sept. 27, 2017. If you 
have acquired a building since Sept. 27, 2017and 
the building has not had a cost segregation study, 

there could be significant savings. If you have built a 
new building in the last 10 years and have not had a 
cost segregation study, you could also benefit from a 
review. The greater benefits are available for assets 
with depreciable costs of $500,000, depending on 
how much was paid for the property. 

Timing & Other Considerations
Because of the potential for cost segregation to help with 
quarterly estimated tax payments, the sooner the cost 
segregation study is conducted, the better. As with a like-
kind exchange, the study does not have to be completed 
before the end of the year for commercial real estate 
owners and operators to reap the benefits on their 2019 
taxes. The cost segregation must be completed before 
the 2019 tax returns are filed.

Tangible Property Regulations
Tangible property regulations (TPRs) may provide property 
owners the opportunity to expense certain previously 
capitalized expenditures like materials and supplies, 
repairs, renovations and maintenance on a building or 
rented space. A partial disposition deduction (PAD) may 
also be available where a renovation is required to be 
capitalized. The PAD allows taxpayers to take a deduction 
for the remaining net book value of the assets removed. 
There is also the option of claiming a deduction on the 
next filed tax return for the net book value of capitalized 
renovation costs that should have been expensed under 
the TPRs. The deduction is claimed by filing Form 3115 as 
an automatic accounting method change.

Timing & Other Considerations
As with cost segregation, TPR analysis can potentially 
eliminate or reduce quarterly income taxes, so the 
sooner the analysis can be undertaken, the better.

Timing & Next Steps
Business owners who expect a higher tax bill in 2019 
than 2020 may consider accelerating expenses into 
2019, while those anticipating more income in 2020 
may want to wait and defer the expense into the 
following year. 

For businesses that expect to see comparable income 
taxes year over year, it’s a good idea to take advantage 
of accelerating the deductions in 2019. The New Year 
brings some additional uncertainty for current tax laws, 
particularly due to the upcoming presidential election 
next November. 

Your Team
To learn more about these tax saving 
tips or to reach us with questions, please 
contact the author, Larry Rosenblum, at 
lrosenblum@cbiz.com or 561.922.3006 or 
contact us at a CBIZ location near you.
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effect Jan. 1, 2020. The CCPA directly impacts operations 
of businesses serving California consumers, specifically 
targeting:

■  Companies with over $25M in gross revenue
■  Companies of any size that have personal data of 

at least50,000 people
■  Companies that collect more than half of their 

revenues from the sale of personal data

The CCPA has created momentum for other U.S. states, 
and potentially the U.S. Congress, to introduce sweeping 
new privacy requirements. In September, a key industry 
advocacy group, the National Multifamily Housing Council 
(NMHC), issued a “News Alert” highlighting the CCPA 

By BART KIMMEL and BRYAN DZIAK

It’s been over one year since General Data Protection 
Regulation (GDPR) was implemented in Europe, now 
the primary law regulating how companies protect EU 

citizens’ personal data. As security breaches continue 
across the globe, the push in the U.S. for federal laws 
and regulations that protect personally identifiable (PII) 
information grows. 

The U.S. approach to federal data security and privacy 
regulation traditionally has been sector-specific (e.g., 
healthcare, financial services). State legislators have 
taken a broader approach to enacting privacy- and 
security-related laws and regulations. At least 25 states 
either have their own data security laws in place or have 
laws in progress in their state’s legislature. 

One of the key state data security laws to watch is the 
California Consumer Privacy Act (CCPA), which goes into 
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and offering its White Paper examining the “rapidly 
evolving data protection and regulatory landscape.” While 
focused on habitational real estate, NMHC anticipates 
the implementation of “industry agnostic” standards and 
federal regulation beyond jurisdiction and location that will 
no doubt impact all sectors of commercial real estate. 

Data Privacy Considerations for  
Commercial Real Estate 
Technology has made sensitive data more available than 
ever. Wireless PDAs, transaction management software 
and the electronic transfer of documents, among many 
other technologies, extend the possibilities for interruption, 
misuse and inappropriate access to your clients’ data. 

As it stands, there are disparate laws across the country. 
What’s more, because of the array of data protection laws 
at the state level, businesses that collect information on 
individuals located in multiple jurisdictions can be subject 
to numerous laws, often with differing and potentially 
conflicting requirements that can create significant 
implementation and compliance challenges.

Imagine the task of property management firms running 
popular apartment complexes near college campuses. 
Each student’s home state may have regulations 
requiring compliance in addition to those on the books 
for the state in which the building is located. 

Taken from that perspective, the implementation of 
federal regulations can’t come too soon. And it is coming 
– sooner or later. Uniform federal guidance will help real 

estate companies prioritize and shore up the information 
security protocol.

Where to Start
The appetite for federal data protection laws is growing 
as a result of continued high-profile information security 
breaches and data-leak scandals such as Facebook’s 
Cambridge Analytica incident. Legislators are focused 
on companies’ use —and misuse — of information in 
business operations, separate and apart from security 
breaches alone. 

A driving force in the evolving privacy frameworks is 
the demand for transparency about organizations’ 
data-processing practices. Companies that want to 
begin to prepare for eventual data privacy law changes, 
in whatever form they come, may want to use the 
GDPR regulations as a guide. Many companies, both 
domestically and abroad, found that GDPR compliance 
took significant work.

One way your company can test how much effort might 
be involved in data protection before any U.S. law goes 
into effect is to measure your data privacy readiness and 
awareness. The following questions may provide some 
insight into the types of requirements that are gaining 
popularity as a result of the GDPR:

■  Do you have an opt-in and opt-out policy on your 
website or marketing materials?

■  Have you sold or purchased a list of personal 
contact information? 

https://www.cbiz.com/commercialrealestate
https://www.linkedin.com/company/cbiz?trk=top_nav_home
https://www.youtube.com/channel/UCmr36k8li3uD_Vf8BRsL6Yw
https://twitter.com/cbz
https://www.nmhc.org/research-insight/white-papers/data-privacy-and-protection-white-paper/?utm_source=all_member_email_promo&utm_campaign=privacy_paper&utm_medium=email&mkt_tok=eyJpIjoiTURZNVkyWXdOR0prWW1GaCIsInQiOiJsSnhLVGwyUU9vUXFBOXBTdWtyd0RIZmNOTFpUbXlYbmlUVW9oY1ZyaDdiTTFOQzAyS2l2SUZKQzFkdjVcL0JQYlQ2Snp4RE9pNHU5OWM2akVmbGNLVUFjZUJmMU9Qek1nZDhScnlEUG9ZZmtHY1ZhcTdydHZlcXRlUkwwZHVsTzgifQ%3D%3D
https://eugdpr.org/
https://www.cbiz.com/accounting-tax/services/advisory/risk-advisory/cybersecurity-advisory-services/cybersecurity-quick-assessment
https://www.cbiz.com/accounting-tax/services/advisory/risk-advisory/cybersecurity-advisory-services/cybersecurity-quick-assessment


(Continued from page 4)

1-800-ASK-CBIZ • cbiz.com/commercialrealestate PAGE 5@CBZCBIZ BizTipsVideos

By SEAN HAGGERTY and STEVE DUNAVANT

While developers, investors, fund managers and 
business operators consider how to capitalize 
on the tax-advantaged investing offered by the 

Qualified Opportunity Zone (QOZ) program, many state 
and local governments are seizing the opportunity to 
court that investment and tap into the anticipated capital 
flow in excess of $10 billion. By Spring 2019, 17 state 
legislatures have introduced and considered various bills 
that offer a variety of additional tax breaks and incentives 
that could be paired with a QOZ project.

Governors tailored their QOZ selections to the needs 
and potential of their communities. They relied heavily 
on public and local government engagement, rigorous 
analytics, pee -learning and interagency collaboration to 

(Continued on page 6)

■  Have you recently conducted a general scan for 
current information security control weaknesses? 

■  Have you completed a penetration test and/or a 
network scan in the last 12 months? 

■  Do you have a transparent cookie policy linked to 
your privacy policy on your website? 

■  Have you thought about where most of your 
consumers live? 

■  Have you started reviewing how you are interacting 
with customers? 

■  Have you checked with your web-based 
communication platforms, such as marketing, 
ecommerce and loyalty services, to find out what 
their security and data protection policies are? 

Bottom Line – One Step at a Time
This might seem like a large undertaking, and indeed it 
is, but momentum is moving in the regulatory direction. 
Consumers are challenging the use and misuse of 
data at all business levels and demanding government 
regulation. Business executives, agents, appraisers 
and all professionals in the real estate industry must 
realize that this is an important area of consumer service 
that needs to be addressed. The benefits can extend 
beyond liability minimization and reputation protection; 
it can also create consumer trust and add value to your 

company’s brand. A heightened commitment to data 
protection and information security can generate client 
goodwill. Starting this process one step at a time will help 
ensure your business is ready if (or when) new privacy 
laws roll out across the U.S.

Related Resources
■  How to Have a Transition-Ready Strategy for 

Information Security

■  It’s Past Time for CRE Cybersecurity Strategy and 
Governance

■  The National Association of Realtors Data Security 
and Privacy Toolkit

■  Guide to Identifying Personally Identifiable 
Information (PII)

Your Team
CBIZ approaches privacy 
and cyber issues from both 
management/systems 
and mitigation/recovery 
perspectives. If you 
have questions or simply 

want to run some ideas by experienced professionals, 
don’t hesitate to reach out to our authors, Bart Kimmel 
(310.268.2000) and Bryan Dziak (216.525.1976). Both 
are both members of the CBIZ Risk & Advisory practice.

Qualified Opportunity Zones: State & 
Local Municipalities Sweeten the Pot

Oct 4 - HUD Secretary Ben Carson with Steve Dunavant toured 
Memphis’ Union Row, a $950-million mixed-used project 
expected to transform the city’s downtown. 
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determine their zones. Selected tracts have high need as 
well as proven growth potential.

Now that zones have been finalized, state and local 
governments are signaling a clear desire to court 
investment associated with the QOZ program. This could 
have a transformative impact for many communities 
that have previously struggled to capture the attention of 
outside investors. 

The State of Maryland, in particular, has been active in 
laying the groundwork for public-private cooperation. 
A Maryland Opportunity Zone Leadership Task Force, 
created in January 2019 and led by the lieutenant 
governor, engaged dialogue between the state and local 
governments, as well as business owners, economic 
development groups and community members. The 
task force’s final report aligns QOZ goals with state 
and local economic and cultural priorities, including 
recommendations for a State Opportunity Plan.

The City of Cleveland and surrounding Cuyahoga 
County have pursued other strategies. For instance, 
OpportunityCLE was formed as an “agile network of 
public, private, and philanthropic partners” to help 
facilitate investor entry into the market and to provide 
access “to the full spectrum of resources, including 
neighborhood level organizations, state and federal 
governments, utility and infrastructure agencies, 
workforce development organizations, private developers, 
and key industry experts.”

As part of its strategy to court investors and businesses, 
Erie itself is investing in free Wi-Fi for its eight designated 
QOZs. Erie was one of the first to market with a branding 
campaign for its designated QOZs, declaring them 
“Flagship Opportunity Zones.” 

In Alabama, Birmingham Mayor Randall Woodfin 
has been one of the more prominent QOZ boosters, 
announcing the Birmingham Inclusive Growth public-
private initiative in April 2019, which is now live. There 

are 24 QOZs in Birmingham, touching 77 of the city’s 99 
neighborhoods. Similar to the Erie campaign, the platform 
intends to identify and fund QOZ projects that offer goods 
and services needed by communities.

In Memphis the Union Row QOZ project is slated to be 
the largest redevelopment project in Memphis history. 
Currently it’s the site of a low-dollar hotel and abandoned 
auto dealers, but soon the 11-acre tract will transform 
into a mixed-use space filled with apartments, a hotel, 
retail and office space, transforming the city’s downtown. 
Touring the site ahead of the groundbreaking for the 
$950-million project, Housing and Urban Development 
(HUD) Secretary Ben Carson praised the project as 
showcasing the QOZ program’s potential.

Only one city, Boulder, Colorado, took the extraordinary 
step of telling developers and investors to hold their 
horses while it updated the zoning and land-use 
regulations in its lone QOZ census tract. In August, the 
city essentially lifted its temporary moratorium with the 
approval of the Google complex construction. 

The intention of these programs and dedicated 
agencies is clear – attract investment, facilitate and 
streamline the various levels of approval, and channel 
outside investment into the most desirable QOZs. 
Understandably, in the grand scheme of city planning 
and revitalization, local governments are seeking to guide 
investment into areas that will have the largest impact 
within communities. 

The tax break could be a game changer for towns in 
rural areas as well. Development plans of 164 acres of 
farmland along the Uncompahgre River near downtown 
Montrose, Colorado include a hotel, apartments and 
space for outdoor recreation businesses. This is an 
unusually ambitious project for a sleepy town of about 
20,000, known mostly for an airport where the glitterati 
disembark on their way to Telluride. The project is 
attracting an unusual amount of attention because it’s in 
a federally approved QOZ. 

(Continued on page 6)
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It should be noted that there are at least six states, 
including California and Massachusetts, that currently 
are not fully conforming to the program. Investors in 
states that do conform to the federal QOZ provisions may 
receive state tax incentives similar to those available 
at the federal level. Conversely, investors residing in 
nonconforming states may be unable to defer and reduce 
state taxation on the initial gains invested in QOZs.

What is clear is that the early actions by some 
communities have set the stage for a competitive 
environment; cities and counties previously passed over 
for investment opportunities are keen to ensure that fate 
is not repeated. QOZ projects breaking ground today are 
leveraging the appeal of another key program feature – 
funding and favorable tax treatment available to Qualified 
Opportunity Businesses (QOZB) setting up through 
a Qualified Opportunity Zone Fund (QOZF). Startups, 
business expansions and relocations can qualify. This is 

Keeping Project Costs In Check

the promise for both business owners and developers 
that many local and state municipalities envisioned.

Your Team
Sean Haggerty is a Director in the Kansas 
City office. Sean specializes in complex tax 
engagements and leads CBIZ and MHM 
emerging markets initiatives, including 
guidance and commentary on Opportunity 
Zones. You can reach Sean directly at 

shaggerty@cbiz.com or 816.945.5500.

Steve Dunavant is a Managing Director 
in the Memphis office. Steve provides 
guidance and counsel on variety of 
financial and taxation matters involving the 
utilization of tax incentives to individuals, 
private equity funds, venture capital 

funds and family groups. You can reach Steve directly at 
sdunavant@cbiz.com or 901.842.2730.
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By MARK MCCARTHY

There’s no getting around it; construction costs 
have been trending up – more than 5% in 2018 
and higher in some markets – due in large part to 

increases in both labor and material costs. As this trend 
has far from leveled off in 2019, managing project costs 
to maximize revenue can be a herculean task. If you 
keep in mind the key areas where trouble can arise and 
develop a strong working relationship between project 
owner and contractor, avoiding problems and keeping 
costs in check is possible. 

Contract Language
The biggest risk to project cost lies in the contract itself. 
Too often construction contracts are muddied with 
unclear language that makes it difficult to determine 
reimbursable project costs. For example, if a contract’s 
intent is not clearly stated, a project owner might 
assume the project is cost-reimbursable, while a 
contractor assumes the contract is lump sum. In the 
case of one academic institution, this lack of contract 
clarity resulted in a $2 million discrepancy in addition to 
costly legal expenses. 

Draft your contracts using clear, transparent language 
so that every party knows exactly which costs will 
be reimbursed. One way to avoid confusion is to 

write clauses and provisions so that even someone 
unfamiliar with the project could easily understand the 
reimbursable costs.

Labor Cost & Rates
Rising labor cost is largely a result of a nationwide labor 
shortage. One way to combat this is to have a long-term 
network of subcontractors who are less likely to be 
negatively impacted by a local or regional skilled labor 
shortage. At the contract level, detail the reimbursable 
labor rate costs associated with the contractor and 
subcontractors. Before breaking ground, it is important 
to review each of these labor rates to make sure 
they align with the provisions included in the initial 
contract. When labor rates are reviewed and approved 
up front, all parties are aware of the rates that will be 
billed on the project, reducing the likelihood of future 
disagreements and project delays. As the industry 
continues to face labor shortages and increased prices, 
agreeing to terms prior to breaking ground can keep 
costs in check. 

Materials Costs
The cost of materials has increased in recent years due 
to tariffs, energy prices and resource scarcity. To avoid 
sudden price increases, owners and contractors often 

(Continued on page 8)
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work together to find alternatives and keep up to date on 
changing costs. Contractors are sourcing materials on a 
regular basis and have a deep understanding of how to 
keep costs down. Other strategies, when possible, include 
pre-purchasing materials to hedge against scarcity and 
price inflation and implementing economies of scale.

Change Orders
Any major construction project comes with surprises that 
can increase the scope of work. If additional work requires 
you to deviate from your original plan, a change order will 
be needed. It is important to carefully review every change 
order to understand why the change is necessary and 
confirm that the pricing is fair to both the contractor and 
project owner. For example, a change order might include 
certain line items more than once or list labor rates at a 
few dollars higher than industry average. This can translate 
to substantial overcharge. In one example we are aware 
of, labor rates that were $6 higher than average when 
multiplied by thousands of hours of work resulted in over 
$500,000 in overstated charges.

Insurance & Bond Costs
Today, many large contractors use complex self-insured 
insurance and bonding programs. Project owners should 
fully understand the costs and potential risks related 

to these programs. For example, if a performance and 
payment bond rate is inflated by 0.1% on a multimillion-
dollar project, the identified credit could result in 
thousands. Ensure you are only paying for insurance 
coverage and limits you have specified in your contract. 
Carefully review your insurance coverage and costs to 
guarantee adequate coverage while also mitigating the 
risk of over-billings. 

Trust Your Contractor
Collaborating with your general contractor as a trusted 
advisor rather than a commodity is another way to keep 
costs in line, especially when it comes to material and 
labor costs. Consistent communication between an 
owner and contractor can help to cut down on labor and 
materials costs. Developing a close relationship with a 
contractor can also lead to long-term relationships and 
trust, which often translate into project savings. 

Your Team
Collaborating with contractors and 
executing clear contracts that consider 
pricing of labor rates, changes in the work 
and insurance costs can help you stay 
within budget. For additional information 
on construction cost management, don’t 

hesitate to contact Mark McCarthy (mmccarthy@cbiz.com 
or 617.761.0627) or your local CBIZ advisor.
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By JIM JUDD, Vice President, CBIZ Insurance Services, Inc.

As we reported in our the August issue of CRE Hot 
Topics (As Risks Go, Flood Beats Fire 5 to 1), the 
new era of billion-dollar weather events has put 

enormous pressure on the National Flood Insurance 
Program (NFIP) . Flood insurance is expensive and 
availability has been unpredictable with the NFIP on the 
brink of expiration for two years. 

In an unfortunate convergence of trends and timing, two 
federal programs that support key risks in all commercial 
real estate sectors—the NFIP and Terrorism Risk 
Insurance Program (TRIA)—are both about to expire.

Properties rated as threatened by flooding must 
have flood insurance in order to secure many kinds 

of financing. Loans with any federal backing will be 
unable to go to closing should this program lapse. Loan 
refinancing will be similarly impacted. 

In September 2019, Congress passed its most recent 
short-term reauthorization that will keep the NFIP going 
until Nov. 21, 2019. Congress has been considering 
two different long-term proposals to extend the 
program since this summer, but it’s not clear when 
these proposals might become law. The uncertainty 
has the potential to delay or increase the cost of 
capital, according to Kevin Donnelly, vice president 
of government affairs with the National Multifamily 
Housing Council (NMHC), an industry trade group. 
Speaking to the National Real Estate Investor, Donnelly 

CRE Industry Risk &  
Insurance Trends

(Continued on page 8)
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noted that “typically, the window of concern begins 
three to six months before any lapse given how long 
transactions can take to close.” 

Similar concerns attend the potential expiration of 
the TRIA program, set to expire at the end of 2020. 
Reauthorization via H.R. 4634 would extend the 
expiration date to Dec. 31, 2030. Needless to say, 
industry advocates are eager to get the bill passed before 
the expiration.

Consumer Trends – “Tenant Experience”
Looking at consumer trends, tenant preferences for 
digitally advanced properties are driving technology 
innovation in all commercial real estate sectors. The 
Internet of Things (IoT), artificial intelligence (AI) and 
mobile apps are essential features of the “tenant 
experience” and the driver of more efficient and 
responsive operations. These technologies, however, have 
ushered in cyber vulnerabilities and the concomitant 
liabilities associated with data and systems protection. 
Additionally, currently lacking the on-staff skill set to 
manage this exploding tech trend, companies are opting 
to collaborate with proptechs. As companies look to 
third parties for specialty services, new and increased 
connections can give attackers more opportunities to 
break into an organization.

Insurers Take Affirmative Stance on Cyber
Business Insurance Holdings reports that the 
insurance industry is undergoing a shift as it moves 
away from “silent cyber,” where coverage for cyber-
related losses is left unaddressed in standard 
commercial policies, toward policies that explicitly 
affirm or exclude coverage. Meanwhile, the cyber 
insurance sector continues to grapple with other 
issues, including risk aggregation, contingent business 
interruption coverage and malware. But the market 
remains competitive.

Insurance Rates Continue Upward Trend 
Rate increases started in early 2019 in business lines 
that have seen significant losses, such as property, 
excess casualty and directors and officer’s liability. The 
upward trend has spread to most lines in successive 
quarters, especially for large accounts. 

Overall U.S. commercial property/casualty insurance 
rates rose 4% on average in Q3, up from 3% in Q2, 
according to online insurance exchange MarketScout 
Corp. A relatively calm Q3 for property insurers helped 
slow the rapid pace of increases, but property rates 
continue to trend upward, with habitational seeing the 
highest average rate increase at 6% in Q3. 

Liability and other lines also continued the upward trend 
while workers compensation rates remained down. 
Other MarketScout Q3 data reported online by Business 
Insurance:

■  Commercial property, umbrella/excess, and 
directors and officers liability increased 4.5%.

■  Business interruption and professional liability 
rates were up 4%.

■  All other lines saw smaller increases except for 
workers compensation where rates fell 1.5%.

■  Small accounts (those with up to $25,000 in 
premium) and medium accounts ($25,001 - 
$250,000 in premium) saw a rate hike of 4.5%.

■  Large and Jumbo accounts were up 3.5% 

For Q4 and into 2020, expect significantly more 
expensive coverage and decreased limits available from 
single insurers. 

In particular:
■  Commercial Property – Rates look to be 

accelerating in the wake of two big years of 
property losses. Expect increases in the range of 6 
to 15%, depending on location and risk history. 

■  Habitation Multifamily – Expect liability rate 
increases from 10 to 30% with risks that have had 
poor experience receiving far greater increases.

■  Workers comp and small cyber accounts are still 
seeing little change.

The expectation from insurers is that increases will be 
imposed for at least one and probably two renewal cycles.

Your Team
Jim Judd is National Real Estate Practice 
leader for CBIZ Insurance Services, 
Inc. He brings more than 20 years of 
expertise in risk management and tailored 
insurance solutions. Jim can be reached at 
816.945.5630 or jjudd@cbiz.com. 

DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
is advised to contact a professional prior to taking any action based upon this information. CBIZ assumes no liability whatsoever in 
connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein. 
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