COMMUNITY
LANDSCAPE
SERVICES

Grounds Maintenance
Landscape Design/Installation
Construction Services

P.O.Box 220170
Chantilly, Virginia 20153-0170
(703)471-8019 « Fax (703) 471-8179

“Team CLS”

Providing quality service and
value to homeowner associations,
rental communities and
commercial properties.

Proudly servicing Virginia,
Maryland, and Washington, D.C.

www.community-landscape.com

CONSTRUCTION
DEFECTS

ARE YOU FACED WITH
PROPERTY DAMAGE OR
COSTLY REPAIRS
As A RESULT OF FAULTY
BUILDING CONSTRUCTION OR DESIGN?

NICHOLAS D. COWIE
ATTORNEY AT LAW

OVER 10 YEARS OF EXPERIENCE
REPRESENTING HOMEOWNERS
AND
CONDOMINIUM ASSOCIATIONS
IN THEIR DISPUTES WITH
DEVELOPERS, CONTRACTORS
AND BUILDERS

Free Consultation

410-327-3800
FAX:410-327-1111

CowiE & MoTT, P.A.

Canton Title Building
2110 FLEET STREET
BALTIMORE, MARYLAND 21231
lawyers@cowiemott.com

22 QuoruM™

Insurance Series

Unit Owner Building
Insurance Responsibifes
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he three types of building property

I insurance that are used to cover con-

| . dominium associations in Maryland,

WaS_hington DC; and Virginia are-Bire Walls

coverage; Single Entity coverage and All
Inclusive coverage.

Bare Walls coverage is the least exten-
sive form of building property coverage
available. It covers the association’s common
clements, and is only extended to cover the
bare or unfinished walls, ceilings, and floors
of the units within the condominium build-
ing, Structural fixtures and equipment such
as cabinets, wall coverings, floor coverings,
and appliances within the units are not (typi-
cally) covered by Bare Walls Insurance.

Single Entity coverage is the most preva-
lent type of building property coverage. It
also covers the association’s common ele-
ments, but is extended to cover the finished

or completed walls, ceilings, and floors of

the units within the condominium struc-
ture. Actually, Single Entity insurance will
cover all structural items, fixtures, and
equipment within the units that were
deeded by the developer of the association,
including like kind and quality replacements
of such items. In theory, the Single Entity
form of building property insurance will not
cover any structural improvements, better-
ments, and additions made or acquired by
the individual unit owners.

All Inclusive coverage is the most com-
prehensive form of building property insur-
ance available. It will cover all common
elements and all structural items, fixtures,
and equipment within an association’s units,
including the structural improvements, bet-
terments, and additions made or acquired
by the individual unit owners. Basically, All
Inclusive building insurance covers all prop-
erty within the units except the personal
belongings brought into the units by the
individual owners.

Over the years, lending and statutory
condominium act requirements have evolved
to produce association bylaws that most

commonly require condominium: associa-
tions to purchase at least Single Entity build-
ing insurance. The benefits of Single Entity
coverage for a newly created condominium
are substantial for lending institutions,
community managers, boards of directors,
and unit owners. Where Bare Walls cover-
age would require multiple individual
adjustments and repairs of a single property
loss affecting common elements and units,
Single Entity coverage requires a single
adjustment of a property loss affecting
the common elements and units (by the
association’s insurance company adjuster).

For a newly created condominium, it is
very easy for all concerned parties to under-
stand the extent to which the association’s
master property insurance will cover physi-
cal damage losses insured under a Single
Entity contract. In a very real sense, the
association’s Single Entity coverage acts as
All Inclusive coverage. Since no structural
items, fixtures, and equipment within the
units have been improved or upgraded, and
(generally) because there have been no
structural additions made to the units, the
newly created condominium’s Single Entity
Insurance covers everything within the units
except the unit owners’ personal property.

As a condominium ages, however. the
scope of the association’s Single Entity cov-
erage regresses somewhat, to a form of
insurance that approaches Bare Walls cov-
erage, at least in theory, if not in practice.
This is due to the improvements, better-
ments, and additions that are made to the
units (that potentially increase with the age
of a condominium association).

It would be tempting to state that the
increasing age of a condominium equals
increasingly diminished Single Entity build-
ing property coverage. But before we go that
far, keep the following points in mind:

B Single Entity Insurance covers the

like kind and quality replacements of

the structural items, fixtures, and

equipment made to the units. If a unit



owner simply replaces a dishwasher or
floor coverings that were originally
installed within the unit with a like
kind and quality dishwasher or floor
coverings, those simple replacements
should be covered items under the
association’s Single Entity property
insurance.

B For those structural items, fixtures,
and equipment within a unit that have
been replaced and improved, the indi-
vidual owner is only responsible for
covering the improvement portion of
the item in question. If you replace an
“average” refrigerator that would cost
$500 to replace with an “above average”
refrigerator that will cost $1,000 to
replace, the association’s Single Entity
coverage will pay for the first $500 of
loss to your new $1,000 refrigerator.

B [fnoimprovements, betterments, and
additions have been made to the units,
the Single Entity coverage remains as
strong as All Inclusive coverage, regard-
less of the age of the community.

B Condominium association insurance
company loss adjusters tend to be
generous (in favor of the individual
unit owners,) when determining the
association’s insurance responsibility
concerning losses to the units when
Single Entity building property cover-
age is provided. The third or fourth
owner of a condominium unit gener-
ally has little, if any knowledge as to
what was originally deeded structural
items, fixtures, and equipment within
his or her unit, and neither does the
association’s insurance company loss
adjuster. Because of the association
adjuster’s lack of knowledge, all dam-
aged structural and appliance items
are typically covered without question.

The key phrase to be considered is
“obvious improvement.” Ifit is obvious that
your condominium unit has been improved
with “above average” equipment, (cabinets,
kitchen and/or bathroom fixtures, wall cov-
erings, floor coverings, shelving, decking,)
the limitations inherent in your association’s
Single Entity building property coverage
technically apply, notwithstanding any
potential generosity offered by the association’s
Insurance company loss adjuster. Addition-
ally, be aware of any structural additions
that have been made to your unit. Your
association’s Single Entity building property
Coverage is not intended to cover the struc-
tural additions made to your unit.

Condominium association managers and board members should do their very best to
make the residents within their communities aware of their individual building property
insurance responsibilities. If your association’s building property is insured on a Single Entity
basis, which is most often the case, the unit owners should be informed about the benefits
and limitations of that coverage. This information should be conveyed not only to the owners
who reside in their units, but also to the unit owners residi ng elsewhere. Individual owners
who lease their units are subject to the same property coverage limitations that are appli-
cable to the resident unit owners.

The building property coverage solution that will fill the gaps potentially left open by
the popular Single Entity insurance can be found in most, if not all, condominium unit owner
policies offered by an array of insurance providers. The widely used Insurance Services Office
(ISO) HO-6 Unit Owners policy provides Dwelling Insurance that covers:

1. “The alterations, appliances, fixtures, and improvements which are part of the build-
ing contained within the [unit owner’s] premises”

L

“Items of real property which pertain exclusively to the [unit owner’s] premises”

»

“Property which is [the unit owner’s] insurance responsibility under a corporation or
association of property owners agreement”

4. “Structures owned solely by [the unit owner] ... at the location of the residence
premises”

Unit owners can generally purchase as much “Dwelling” (or building) property insur-
ance as needed. The premium to properly insure the structural improvements, betterments,
and additions made or acquired by the individual unit owner will vary depending on the
amount of coverage that is needed, but is typically reasonably priced by all insurance
companies offering such coverage. [

Chris Manougian is an insurance agent with the John Manougian Insurance Agency, Inc.,
in Silver Spring, Maryland.
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PAINTING CO.

FULL SERVICE PAINTING CONTRACTOR
80% Of Our Work Is From Referrals

Quality morkmansbip, with sound busiess principles. bave been
a combination practiced by my Company for many years.
We are looking forward to hearing from you.
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o Jeroing the entire Meiro Area with 30 yeors of reliable service.
o Quality Materials and Workmansbip at low roles.
o We do not mind proving our reliobility, ask our references.

CALL NOW
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Office & Warehouse

8365 Richmond Hwy. (U.S. 1)
Alexandria, Virginia 22309

703-360-0205

Fax: 703-360-5439
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