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Required Insurance Coverage
• Property Insurance – CIOA Sec. 47-255

• Property Covered
• Common Elements
• Units (unit owner improvements and betterments)



Units separated by vertical boundaries



Units separated by horizontal boundaries



Are walls common 
element or part of unit?



Required Insurance Coverage
• Property Insurance – CIOA Sec. 47-255

• Property Covered
• Common Elements
• Units (unit owner improvements and betterments)

• Risks Covered
• “direct risks of physical loss commonly insured against”

• Amount of Coverage
• 80% of actual cash value at inception and renewal

• “Reasonable Deductible”



Other Required Insurance
• Commercial General Liability

• Fidelity Coverage

• Flood Insurance



The Casualty Occurs



The Casualty Occurs
• Association is obligated to repair and replace
• Collecting the insurance

• Master policy is primary – not exclusive
• HO-6 unit owner policy

• Claims process overview



Collecting Deductibles and Other Shortfalls
• Association cost of repair and replacement is common 

expense.
• Must allocate common expense to all unit owners (subject 

to exceptions under 47-255(c)(2) if so provided in 
declaration).

• Cannot simply charge deductible to non-negligent unit 
owner.

• If maintenance standard is adopted then can charge at-
fault unit owner the deductible and shortfall.

• No master policy subrogation.
• Common law negligence liability -

• To association – but contrary view under 47-255(e)
• To other unit owner HO-6



Typical HO-6 Unit Owner Provision



Typical HO-6 Unit Owner Provision



Damage only to Common 
Elements

Repair Cost $            200,000.00 
Deductible $             10,000.00 
Available Proceeds $            190,000.00 

Common
Elements

Repair Cost $            200,000.00 $     200,000.00 
Percentages 100%
Shortfall $             10,000.00 $       10,000.00 

Funded by

Unit Owners
Loss Assessment

or Reserves

Damage only to Unit

Repair Cost $             75,000.00 
Deductible $             10,000.00 
Available Proceeds $             65,000.00 

Unit D
Repair Cost $             75,000.00 $       75,000.00 
Percentages 100%
Shortfall $             10,000.00 $       10,000.00 

Funded by
Unit D HO-6
Coverage A



Damage to Common Elements and Units

Repair Cost $            200,000.00 
Deductible $             10,000.00 
Available Proceeds $            190,000.00 

Common
Elements Unit A Unit B Unit C

Repair Cost $            200,000.00 $     200,000.00 $      75,000.00 $        75,000.00 $            50,000.00 
Percentages 100% 38% 38% 25%
Shortfall $             10,000.00 $       10,000.00 $        3,750.00 $          3,750.00 $              2,500.00 

Funded by

Unit Owners
Loss 

Assessment
or Reserves

Unit A HO-6
Coverage A

Unit B HO-6
Coverage A

Unit C HO-6
Coverage A



Questions?


