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COMMUNITY ASSOCIATIONS: 
HOW TO ADVISE YOUR UNIT OWNERS ON INSURANCE COVERAGE 

 
A source of constant concern and frustration for any community association and its 
professional management team is how to advise unit owners on what the association’s 
insurance program covers and how unit owners can best protect their own property and 
liability interests. It’s crucial to provide this overview to condo owners to: 
  
 Provide owners with a basic comprehension of how community insurance 

coverage works and how their interests are protected; 
 
 Give them an understanding of how a significant portion of their Condo/HOA fees 

are spent; 
 
 Guide owners with respect to the insurance protection generally available to 

them as individuals; 
 
 Enable owners to appropriately coordinate the insurance they obtain on their own 

with those secured by the association - so as not to duplicate coverages and 
expenses; and  

 
 Assure owners understand their legal responsibilities where the association’s 

governing documents require them to maintain certain forms of insurance. 
 
You don’t need to overwhelm unit owners with legalese or insurance jargon to 
accomplish these goals. We regularly share best practices with community associations 
on how to effectively communicate with members. Below you’ll find an outline with 
recommendations on what and how to share key insurance information and advice with 
the community. 
 
ASSOCIATION COVERAGE 
 
Property 
 
Begin with a basic description of the association’s property coverage.  Remember, the 
goal is not to restate an insurance policy. Only we insurance professionals care to read 
those.  We suggest noting the following: 
 
 Point out whether coverage for the buildings (if more than one) is on a specified 

or blanket basis. 
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 Specify whether coverage is provided on a “replacement cost” or “actual cash 
value” basis. 

 
 The amount of the deductible and whether there are any additional deductibles 

for specified causes of loss - such as wind or hurricane losses. It is important to 
note that if operating funds are insufficient, then these deductibles may end up 
being paid by unit owners via assessment or increased fees. 

 
Once you describe these basics, it is important to outline how the property coverage 
operates in the association environment. This can differ from policy to policy and is 
often based on the insurance requirements in the governing documents (the Master 
Deed & By-Laws); including how they define the “Common Elements” versus the 
“Units.” 
 
Most association property policies provide one of two forms of coverage: 
 
 Single Entity Coverage 

 
This coverage is provided for the Common Elements as well as the Unit fixtures, 
kitchen cabinets, interior walls and carpeting as specified in the original 
association plans or Master Deed. The units are covered up to the standard 
builder’s grade for anything installed by the builder, excluding upgrades or 
additions. 

 
 Bare Walls Coverage 

 
This coverage is provided for the Common Element portions of the buildings.  
What the governing documents define as a “Unit” is not covered. Accordingly, it 
is imperative to understand what a “Unit” is.  In some instances, even the drywall 
of the perimeter walls of a home are part of the unit. 

 
Sometimes a broader form of property coverage is obtained that includes an “All-In” 
endorsement. In this circumstance, the association’s policy may provide property 
insurance for the Common Elements as well as the interior walls, fixtures and finishings 
(such as carpet) in the units. It is important to note that such broad coverage, 
incorporating much of the unit, may not be in place in the future and unit owners should 
be cautioned to plan their own coverages accordingly. 
 
Liability 
 
Note the association has secured coverage for the association’s liability exposure and 
give a cursory example of a liability situation (e.g., a slip & fall in a Common Area 
arising from the association’s negligence).  Disclosing the amount of liability coverage in 
place may not be productive as many would-be plaintiffs are in search of “deep-pocket” 
entities. It is important to note the association’s liability coverage is for the benefit of the 
association. There is no coverage for the individual unit owners’ liability within the 
association policy. 
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UNIT OWNERS’ COVERAGE 
 
Aside from conveying an understanding of the association’s insurance program, the 
communication to unit owners is a great opportunity to assist community members in 
understanding their own insurance needs and how best to coordinate their protection 
with that of the association. At the same time, while assisting with their understanding of 
these insurance issues, it is prudent to remind the members of the community to seek 
the advice and counsel of a trusted, licensed insurance professional. 
 
Association Mandated Unit Owner Insurance Responsibility 
 
A key component of the communication should be a reminder to unit owners what their 
insurance responsibilities are under the terms of the association’s by-laws or 
regulations. Oftentimes, the governing documents do not address on unit owner 
insurance issues. However, there could be provisions requiring the maintenance of 
liability coverage or that leases require that tenants obtain insurance (called an “HO4” 
policy). Moreover, community rules and regulations may require unit owners to provide 
proof of insurance from contractors they hire. Such rules may go a step further and 
require the association be named an “Additional Insured” on the contractor’s liability 
policy. While unit owners were likely provided a copy of the association’s by-laws and 
rules and regulations, this may be a good time to remind community members of their 
insurance related obligations. 
 
Personal Belongings 
 
Advise unit owners they should purchase a Condominium Unit Owner’s Policy - also 
known as an “HO-6” policy. This policy will cover their personal belongings such as 
furniture and clothing. Some types of personal property; (e.g., fine arts, jewelry, silver, 
cash, electronic equipment, etc.), may have a limited amount of coverage on the policy, 
unless appraised and scheduled for a specific value.  Coverage should be written on a 
replacement cost basis that would replace the owner’s contents with new items of like 
kind and quality, without depreciation. Any loss would be subject to whatever deductible 
they choose. There are many important enhancements that can be added, such as 
sewer back-up coverage, personal injury, ID theft, etc. It is crucial the unit owners 
discuss their specific protection needs with their trusted, insurance professional. 
 
Structures/Fixtures 
 
Depending on the carrier, the building limit (Coverage A on an HO-6 policy) may be 
called “Dwelling,” “Improvements & Betterment,” or “Additions & Alterations.” This is 
where coordination of coverages with the association’s insurance program is 
paramount. How much Improvements & Betterments coverage a unit owner should 
obtain will be based on how the association protects these elements as noted above. 
 
 Single Entity Coverage 

 
Where the association maintains “Single Entity Coverage,” the unit owners 
should obtain a building limit on their individual condo policies in an amount 
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sufficient to cover the cost of those interior improvements to their units that are 
not covered by the association’s policy. These include upgrades such as better 
carpeting or padding, upgraded kitchen cabinets, fireplaces, wood floors, 
upgraded paint, etc.  These upgrades are the unit owners’ responsibility. 

 
 Bare Walls Coverage 

 
 Where the association maintains “Bare Walls Coverage,” unit owners should 

obtain a building limit on their individual condo policies in an amount sufficient to 
cover the cost of those interior improvements to their units that are not covered 
by the association’s policy. These include, without limitation, interior walls, 
ceilings, flooring finishings, bathroom and kitchen fixtures and all interior 
finishings. The drywall of the perimeter walls may be included as well.  
Essentially, the unit owners’ building limit should be sufficient to enable them to 
reconstruct the interior of their units from a bare shell. 

 
We recommend unit owners secure a “HO-32” endorsement or similar endorsement to 
their policies. This will broaden coverage from a limited list of specified perils to covering 
most perils that are not excluded (known as “Special Causes of Loss”). 
 
Liability 
 
The HO-6 policy includes personal liability coverage for the unit owner.  For instance, 
this coverage protects them from a lawsuit from an injured third party arising from a slip 
& fall in their home or a bite from their pet. We suggest unit owners consult with their 
insurance professional to determine a coverage amount suitable for them. 
 
Loss Assessment 
 
Most HO-6 policies provide $1,000 Loss Assessment coverage, which is coverage for a 
property loss assessment if levied on the unit owners by the association. This can 
happen in situations where the association has a covered loss, but with insufficient 
limits and/or to cover the cost of a deductible incurred by the association. Unit owners 
should consider increasing their Loss Assessment coverage to at least $10,000. (Note 
their insurance company may have a sub-limit for loss assessments related to 
association deductibles.) 
 
Loss of Use/Extra Expense 
 
An HO-6 policy also includes coverage for the cost of an owner’s temporary relocation 
and other living expenses as a result of a covered loss. The coverage amount is often a 
percentage of the building coverage the unit owners select, but can be adjusted. 
Temporary relocation expenses can be significant while awaiting unit repairs.  Again, 
owners should speak to their insurance professional to tailor appropriate coverage. 
 
Tenancy 
 
Owners that lease out their units still need coverage on their premises. Depending on 
the carrier, this may be written on the HO-6 form with a “rented to others” endorsement, 
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or as a tenant occupied, “dwelling fire” policy.  Advise that they contact their insurance 
professional for details on the policy form available to them.  Additional coverages they 
should consider are loss of rents, loss assessment and sewer backup. 
 
Unit owners renting to others may consider requiring their tenant to purchase a “tenant 
policy” (HO-4 form). This would provide coverage for the tenants’ personal property, 
personal liability, and loss of use. 
 
Flood 
 
If the association maintains flood insurance, then caution it only protects the common 
elements and not items associated with the units. Typically, a Condominium Owner’s 
Insurance Policy does not provide coverage for loss resulting from flood.  Recommend  
unit owners consider flood insurance to protect their unit’s fixtures and personal 
belongings. 
 
Caveat 
 
As noted above, the suggested review of the association insurance program and 
recommendations as to how unit owners can best protect themselves is not exhaustive.  
It is intended to be a readable, helpful summary. This should be carefully communicated 
to the members of the community. Likewise, change is inevitable. The needs of the 
association and the forms of insurance available will change. The review should state it 
reflects a snapshot of the present insurance program. We suggest the following 
admonition: 
 

Please note that this brief overview does not contain, extend, modify or 
explain all the clauses conditions, or exclusions under the policies. It only 
reflects the basic recommendations and coverage in force at the time of 
printing. Coverage can change from year to year, so you should always 
refer to the policies on file with the Association for current, specific 
coverage information. 

 
Conclusion 
 
We hope this white paper assists you in educating unit owners and helps you in 
successfully administering this important aspect of community association 
management. 
 
Please take a moment to learn more about the E & K Insurance Group’s Community 
Association Insurance Program and our unique markets and capabilities here:  
 

http://www.e-kinsurance.com/ek-community-association-insurance-program 
 
We welcome the opportunity to help you secure an effective, competitively priced 
insurance program for your associations. 
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