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Your Association Carries Master Policy
Coverage, But Are You Covered?

By Robin Manougian

g

o I received the call from the community manager about 4 p.m. on a Sunday in January: A fire,
: and apparently a bad one. Six units were ablaze, and the fire chief had yet to determine the
cause. I got in my car and drove to the scene. By the time I arrived, the fire had been extin-

guished and the worst was over. Or was it?

1 stood outside the charred building with the community manager. a representative from
the restoration company. and members of the fire department. including the chief who ex-
plained in great detail thg extent of the damage. Along with us were a mix of some of the
condominium’s unit owners and renters, those affected. and concerned neighbors who'd come
to lend support. and in some cases, clothing and shoes.

= As time passed, and the manager introduced me as the insurance agent, a number of the
f - residents asked the question that as an insurance agent you never want to hear: “Where do I
- k.
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go now?” And with that, it became painfully clear that most of the owners and renters didn't

- N have their own insurance. Several admitted they didn't know they needed to carry it—in
s fact, most were under the impression that the community’s insurance policies would pay for

' them to live somewhere else until their homes were rebuilt. The Red Cross arrived later, but
! the damage to this building would take three months to repair. Where would these people go

after the first few nights?

Sad But True

The sad fact is, these owners and renters (especially renters) represent the norm. Owners
and renters alike either fail to purchase homeowners or renters insurance to protect them-
selves citing reasons such as cost, or “1 didn't think it would happen to me.” or like the people
I spoke to. are under the mistaken belief that the condominium's master policy will extend to
insure them individually.

If as an insurance agent [ could go door to door preaching one thing and one thing only, it
would be to purchase homeowners or renters insurance. You may never need it, but you don't
want to find out you should've had it the hard way, though many do just that. A survey by
the Independent Insurance Agents and Brokers of America (ITABA) indicates that nearly
two-thirds of those living in U.S. rental properties currently are risking severe financial loss
by going without renters insurance. Further, a national consumer telephone survey asked
1,000 people living in rental properties whether they had renters insurance, and the results
were staggering: 64.4 percent said “no” and 2.2 percent responded that they “didn't know.”
And while condominium ‘associations obviously have a greater ratio of owners to renters.
owning a condominium or cooperative unit doesn't seem to change the belief that following a
loss someone other than the unit owner is responsible for replacing personal assets that
have taken years of hard work to accumulate, as well as paying for them to stay somewhere
else until their units are ﬁepa’ired. —
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What'’s Covered?

The plain truth is that an association's master policy is designed
to cover the building structure(s) and common areas. and depend-
ing on how the policy is written, floor coverings, fixtures. cabinets.
and appliances (most policies today are written on a single-entity
basis, which means that the policy will cover everything deeded to
a unit as it was originally conveyed by the developer). The master
policy will not, nor was it ever intended to, protect an owner’s or
renter's personal property, his or her liability within the unit, or
any improvements he or she might make to the unit or that previ-
ous owners may have made (unless the policy is written on an all-
in basis).

The master policy also won't pay for a displaced owner or renter
to live somewhere else during the period of restoration following a
loss. Properly written HO-6 policies (for condominium and cooper-
ative owners) and HO-4 policies (for renters) can have additional
living expense coverage included that allows for the insured to live
elsewhere while his or her home is being rebuilt following a cov-
ered loss. Homeowners insurance for single-family owners. too.
can provide this same. important coverage.

In addition, a well-written HO-6 policy includes loss assessment
protection, which allows for coverage should the owner be as-
sessed for certain kinds of loss. Owners can be assessed, for exam-
ple. when major damage occurs to the building(s) or when a high
liability claim takes place that isn't fully covered by insurance.
Loss assessment coverage would pay the owner’s share. up to the
amount stated on the policy.

Homeowners policies also provide liability coverage for inci-
dents that take place inside the unit for which you can be held re-

>
e
m
<
o
-

DOES YOUR ASSOCIATION HAVE
THE PROPER INSURANCE AS
MANDATED BY STATE LAW?

CAU 1s one of the largest
providers of Community

| Association insurance in the nation. Our comprehensive insurance programs
include many coverages that are optional, or not covered by other insurance
policies. The policy is comprehensive enough to heip your association meet its
insurance responsibility as mandated by State law.

For associations from single family homes, to townhomes, to mid rise developments,
CAU will structure an insurance program suited 10 your community’s size and needs.
| Ca/l Doug Henken today at 1-800-228-1930 ext. 7164.

\Ve'li send you an insurance survey to compare your present coverage with CAU
Then cali us to amange for 2n insurance evaluation.
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Community Association Underwriters of America, Inc.

P.O. Box 3089, Fairfax, VA 22038
Phone: 800-228-1930 ¢ Fax: 703-366-3626
E-Mail: dhenken@cauinsure.com * www.cauinsure.com
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COMPLETEHLAKE & POND MANAGEMENT
AQUATIC PRODUCT SALES & SERVICE
1'4. NC, MD Certified Aquatics Pesticide Applicators

(757) 591-8780

Fountain & Aerator Sales & Installation. Algae &
Aquatic Weed Control Products & Services, Lake Dyes.
Biologicals, Water Quality Testing. Fish Stocking. GPS

Lake Mapping. Online Store, & More.

WWW VIRGINIJALAKEMANAGEMENT.COM

P.O. Box 236 Virginia Beach. VA 23438
610 Thimble Shoals Blvd. #101 Newport News, VA 23606
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sponsible (and these liability limits can be supplemented by per-
sonal umbrella protection). For example, if a guest were to trip
and fall in your home and break an arm. you can be held personal-
ly liable for the injury. Because the association’s Liability policy ex-
tends only to common areas and not into the units, it's important
that owners protect themselves from the possibility of liability
suits that can happen in their homes (and for single family own-
ers, on their property, as well). The Hability section of your home-
owner's policy pays medical expenses related to an injury to
others on your property, or injury elsewhere resulting from an ac-
cident caused by you, a family member, a domestic employee, or
vour pet. Your agent can help vou determine the best limits for
you depending on vour situation.

In addition, while the DC, Maryland, and Virginia Condominium
Acts all require a waiver of subrogation against negligent unit own-
ers whose actions or failure to maintain the unit result in a claim.
the same 1s not true of renters in a condominium or cooperative as-
sociation. If a renter is found to be at fault for damage, the associa-
tion's master policy carrier is well within its rights to subrogate (go
afterfeollect) against a negligent renter, and liability coverage with-
in a renters’' policy can protect renters who are found to be at fault.

Taking Stock

So how much do you really need? If disaster struck, could you list all
of your personal belongings—the value of your furniture, clothing,
china. silverware. televisions, stereos, sporting goods, lawn-care
equipment. and so on? Before disaster happens, it's highly advisable
to take inventory of evervthing vou own. Make a list of your person-
al property with the price vou paid, the purchase date, and the

If as an insurance agent I could
go door to door preaching one
thmg and one thing only, 1t wouid
ué to purchase homeowr ers or
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make and model numbers of appliances (especially if vou've pur-
chased upgrades), as well as entertainment center equipment, fur-
niture. rugs. clothing, and other household items. Taking
photographs of vour belongings is also recommended and extremely
helpful at the time of loss. Your inventorv should be as exact as pos-
sible since the replacement of many “evervday” items can be very
high. Remember to update your inventory annually. and keep the
inventory in a safe place such as a fireproof or a safe-deposit box.

Things to Ask Your Agent

" First, tell the agent whether you own or rent, and if you own,

what type of dwelling you have, as there are a variety of policies to

choose from, including:

s HO-3: for single family or homeowners association (not condo-
minium) townhouse owners

m HO-4: for renters

» HO-6: for condominium and cooperative unit owners

m HO-8: for owners of older homes
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o & Painting.& Wallcovering
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Masonry Restoration
Caulking
Waterproofing
Dryvvit Repair
Carpentry

ERICAN

Painting

Pressure Cleaning
Tuckpointing
Balcony Repairs
Wallcoverings

General Contracting
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2. Tell the agent how much dwelling property coverage vou
want. If you live in a single family or non-condominium town-
house where you're responsible for insuring the entire dwelling,
the agent can help you determine the replacement value of your
home (which isn’t the same as the fair market or sales value). Per-
sonal belongings and contents, again, should be inventoried for
proper coverage limits.

3. Some personal property. such as furs, jewelry. coin collections.
and fine art. for example, need to be scheduled separately with a
replacement value determined by a professional appraisal. If you
own such property, it’s important to let your agent know so that
these 1tems can be properly insured.

4. If you own a condominium or a cooperative and have made
improvements to your unit, or if a previous owner has made im-
provements, inform the agent that vou will need “betterments and
improvements” coverage included in your policy. Unless a master
policy is written on an “all-in” basis where improvements and bet-
terments are included, most master policies will pay to repair or
replace only what the developer conveyved, and at time of loss, you
will want your own policy to supplement the master policy so that
your improvements are fully insured.

5. Let your agent know if you're responsible for paying a portion
of the master policy’s deductible. Many associations have amend-
ed their bylaws (and many new associations have included lan-
guage in their original documents) making owners—where the
loss originates—responsible for paying a portion of the master pol-
icy’s deductible at the time of loss. It may be possible for vour
homeowners policy to pick up this deductible, less the homeown-
ers policy deductible.

6. Make sure your policy includes loss assessment coverage (de-
scribed above).

7. Make sure vour policy includes additional living expense cov-
erage (described above).

Investing Wisely

Most renters and owners who choose not to purchase insurance
because of what they perceive to be an unaffordable premium or a
“waste of money” are surprised following an uninsured loss by
how little money it would have cost to save years of accumulated
possessions. Don't be one of them. The reality (and good news) is,
homeowners policies are inexpensive. According to the IIABA. the
average policy for $30,000 of property or contents replacement
coverage and $100,000 of liability coverage is about $240 a vear.
Premiums increase, obviously, depending on the liability limits
vou select and the property limits afforded. including scheduled
property such as furs and jewelry.

You've worked hard for the things you own (and in many cases,
you may still be paying them off). Even if you never end up using
vour insurance policy (and I hope you never have to). carrving
homeowners insurance is worth its weight in gold.... and doesn't
cost nearly as much. @&

- -Robin Manougian is an insurance agent with the
John Manongian Insurance Agency, Inc., in Silver
- 'spnng, Marviand: She-also currently serves as a
;member of the Chapter's publications committee
‘aind 5 & frequent contriltor to Quorum™

: -magazine.
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