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ASSESSINGAND DEALING WITH HIGHER INSURANCE
PREMIUMS RESULTINGFROM RENTED UNITS

A large number of rented units

can result in higher premiums for mas-
ter insurance policies. Under the Con-

necticut Common Interest Ownership
Act. and the provisions of many Con-

necticut documents. it may be possible
to assess these increases against rented
units.

Rented Units Increase
Insurance Premiums.

When insurance companies set pre-
miums for association master poli-
cies, one of the factors they consider
is the number of units in the commu-

nity that are occupied by renters as
opposed to owner occupants. We are
told by knowledgeable insurance un-
derwriters that the best rates are gen-
erally given to associations where the
rentals do not exceed 25% of the to-
tal number of units. If the rentals are

between 25% and 35%, the premiums
increase by approximately 15%. If the
rentals are from 35% to 50%, the rate
is increased by 25%. If more than half
of the units are rented, the insurance
rates are set as if the community was
a rental apartment complex with an
increase of as much as 50%.

If your association is facing
higher insurance premiums because
of a number of rented units, it may
be possible to assess the increase in
premiums solely against the rented

units. Subsection 47-257(c)(3) of the
ConnecticutCommon InterestOwner-

ship Act, which governs the opera-
tions of all common interest commu-
nities created in Connecticut since
1984, provides that "to the extent re-
quired by the declaration. . . the cost
of insurance shall be assessed in pro-
portion to risk." This provision, by
itself, does not allow the association
to assess the increase in premiums
against rented units. It only permits
such an assessment if the declaration
contains an appropriate enabling pro-
VISIOn.

Most Connecticut documents

do contain such a provision, in the ar-
ticle of the declaration relating to the
assessment and collection of common

expenses. Under the heading of
"Common Expenses Attributable To
Fewer Than All Units", most Con-
necticut documents contain a provi-
sion which states any insurance pre-
mium increase attributable to a particu-
lar Unit by virtue of activities in or con-
struction of the Unit shall be assessed

against that Unit.

In a 1996 decision, interpret-
ing these provisions, one judge of the
Connecticut Superior Court held that
the association was not only autho-
rized, but required to specially assess
and allocate the cost increases [in the
insurance premiums] as it did. BRT
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While unit

owners may

vote by proxy,

board members

. are notpermit-

ted to act by

proxy.
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Property Group vs. Willow Springs Con-
dominium Association, 1996 WL
617298 (Conn.Super.).

Calculating The
Proper Allocation.

It is important to note that only
the increase in insurance premiums at-
tributable to the rented units can be as-
sessed against the rented units. For this
reason, it is necessary for the associa-
tion to determine first, that its insurance
premiums are higher than they would
have been because of the number of
rented units and second, how much of
the increase is attributable to the rent-
als. If at all possible, the association
should include the calculation and as-
sessmentof theincreased insurance pre-
miums as part of its annual budget and

should give notice to all of the unit own-
ers as part of the budget adoption pro-
cess. Although the decision in BRT vs.
Willow Springs suggests that the asso-
ciation is required to make this special
allocation, the allocation is part of the
budget process and all units owners
should be made aware of it.

Your insurance agent should be
able to tell you whether or not your pre-
mium has increased because units are
rented and, if so, by how much it has in-
creased.

If you have any questions about
whether your association should be al-
locating portions of its insurance pre-
miums to rental units, or about the pro-
cess you should follow in making these
allocations, please contact us.
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PROXY VOTES NOT PROPER FOR DIRECTORS

I recently spoke with a member
of the board of directors for one of the
associations we represent regarding a
decision the board had just made. I
asked whether or not the resolution had
been adopted unanimously. "Yes," the
director assured me and then added,
"there were only three out of five of us
present, but we had proxies for the other
two, so everyone agreed to this." What
this director did not realize, and in fact
what many associations do not realize,
is that while unit owners may vote by
proxy, board members are not permit-
ted to act by proxy.

The reason for this is set out in
a Connecticut case datingback to 1956.
In that case, the court invalidated a vote
of the board of directors because one

of the votes had been cast by proxy.
"The affairs of a corporation are in the
hands of its board of directors, whose
duty it is to give deliberative control to
the corporate business." Greenberg v.
Harrison, 143 Conn. 519, 523 (1956).
In otherwords, the corporate stockhold-
ers (or in the case of a condominium,
the unit owners) have elected a few se-
lect people to run the corporation and
to make many important decisions that
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