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This is a general discussion of building insurance 

To explore liability coverage, boilers, mechanical 
and electrical components and fidelity coverage, 
please schedule a meeting with your insurance 

agent 

 

 

The year of risk exploration 



What is it? 

 

 Insurance is the means we use to financially transfer 

risk. 

 It is the most important element of management that 

we facilitate for our clients. 

 It is the most confusing issue that we manage. 

 It will take the most talent on your part to protect your 

association’s funds. 

 

 



Master Policy vs. HO6 

 Master Policy is outlined in bylaws 

 HO-6 originated as this new form of 
ownership was created.  1, 2, 3 are forms of 
home owner coverage. 

 4 is tenant coverage 

 5 is upgraded coverage for HO3 without 
adding additional endorsements 

 6 is for owners of commonly owned property 

 



Document Provisions 

 In By-laws-Insurance Article must be read 

and evaluated along with the  Repair and 

Reconstruction Article-newer documents 

have better language. 

 Locate provision in By-laws, Restriction 

Article regarding co-owner responsibility to 

pay deductible if they have caused the loss. 

 



Typical Language from Restriction 

section 
 Section 13. Co-owner Maintenance. Each Co-owner shall 

maintain his Unit and any Limited Common Elements 
appurtenant thereto for which he has maintenance responsibility 
in a safe, clean and sanitary condition. Each Co-owner shall 
also use due care to avoid damaging any of the Common 
Elements including, but not limited to, the telephone, water, gas, 
plumbing, electrical or other utility conduits and systems and 
any other elements in any Unit which are appurtenant to or 
which may affect any other lion. Each co-owner shall he 
responsible for damages or costs to the Association resulting 
from negligent damage to or misuse of any of the Common 
Elements by him, or his family, guests, agents or invitees, 
unless such damages or costs are covered by insurance carried 
by the Association in which case there shall be no such 
responsibility, unless reimbursement to the Association is 
excluded by virtue of a deductible provision (in which case the 
responsible Co-owner shall bear the expense to the extent 
of the deductible amount).  



Negligence 

 

 

 Negligence (Lat. negligentia, from neglegere, to neglect, 
literally "not to pick up something") is a failure to exercise the 
care that a reasonably prudent person would exercise in like 
circumstances. The area of tort law known as negligence 
involves harm caused by carelessness, not intentional harm. 

 According to Jay M. Feinman of the Rutgers University School 
of Law, "The core idea of negligence is that people should 
exercise reasonable care when they act by taking account of the 
potential harm that they might foresee ably cause harm to other 
people." 

 " 



Sharing of Loss 

 Regardless of the loss, the association may 

have responsibility to replace GCE to 

“standard fixtures, equipment and trim”. 

 

 Betterments and improvements should 

almost always be the unit owner’s 

responsibility to replace. 



Property Loss Procedures 

Insure  emergency 

personnel have been  

called  

to the scene. 

 

Alert master insurance  

carrier 

 that you may have 

a potential loss. 

 

Get to the site or 

 locate a substitute  

manager to visit site. 

Do you have each  

other’s cell numbers? 

 

 

 

On site, try to  

assess the current 

 situation. 

Determine if you need 

a repair/reconstruction 

company 

 

 



Manager’s investigation 

 Do you have any physical injury to individuals? 

 Has the unit owner contacted their HO-6 carrier? 

 Does the unit owner have another place to stay? 

 Never tell the co-owner how the issue is going to be 

resolved until you have talked to your Directors and 

insurance agent. 

 Only a Director or manager can make a claim against 

Master Policy.  If you add new agents to our pool, 

make sure you have this conversation. 

 



Manager’s skill level 

 Begin asking questions.   

 Who is  your insurance company? 

 How did the event happen? 

 When did the event happen? 

 Was the heat on during winter months? 

 Was the sump pump plugged in? 

 Was the co-owner away on vacation? 

 Did the emergency responders file a “cause or 
occurrence” report? 

 Per a retired insurance supervisor-”The manager’s 
ability to ask and get information will substantially 
impact how the loss adjuster responds.”  Adjuster 
may not show up until after dry out is completed. 



 



Mold 

 Four letter word spelling potential disaster 

 Most losses occur due to water intrusion-either by 

unit owner negligence, fire department suppression 

efforts, roof leaks 

 Nearly all insurance companies exclude coverage for 

mold. 

 Mold starts 72 hours after water is introduced. 

 Dry out measures are critically important and they are 

expensive 

 You are strongly cautioned to only use certified dry 

out companies. 

 



Duty to Defend 

 Prior to emergency personnel leaving the scene, they 

and you have the responsibility to defend the balance 

of property. 

 Board up roof and broken windows with plywood, 

possibly provide fencing or security 

 Often times, fire departments have preferred vendors 

they want to call -  be careful 

 If possible, you may want to contact your site 

maintenance personnel to handle the board-up. 



Betterments and Improvements 

 What are Betterments and Improvements? 

 

 Do all insurance companies offer this 

coverage? 

 

 What if your association is arbitrary in offering 

this coverage? 



What can you do proactively? 

 Encourage your Directors to sponsor an 
insurance workshop 

 For multi level associations, find a way to get 
water alarms into the hands of unit owners. 

 Put something into your newsletters each 
year about HO-6 insurance needs. 

 Have insurance agent attend some meeting 
annually. 

 



So, what is next? 

 Plan to attend the fidelity bond information 

seminar. Daytime, Thursday, May 16th at 

10:00 AM and in the evening Monday, June 

10th at 6:00 PM. 

 

 You are highly encouraged to bring your 

members to Brighton, April 25, 2013 for the 

legal seminar- $400/hour perk 


