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A NEW WAY TO ALLOCATE
INSURANCE DEDUCTIBLES

It is now possible to charge back some de-
ductibies under the association's master
insurance policy so that they can be paid
under individual unit owner policies.

Over the past decade, deductibles
on association master insurance

policies have risen significantly.
The deductible is the portion of a
loss the insured must pay before the
insurance company begins to pro-
vide coverage. Ten years ago, de-
ductibles were frequently as small
as $250. Today maJiy.associations
cannot get insurance with deducti-
bles smaller than $1500 and some

have found it necessary to purchase
insurance with deductibles of$5000
or more.

The Connecticut Common
Interest Ownership Act

Requires Broad Coverage

Under the Connecticut Common
Interest Ownership Act, most com-
munities created since 1984 are re-
quired to provide insurance cover-
age under their master policies for
casualty losses to the units as well
as to the common elements. The
documents of many communities
created prior to 1984 contain siIni-
lar requirements. Individual unit
owner policies also cover damage
to the units, but the provisions of

the Common Interest Ownership
Act, as well as the insurance poli-
cies, state that the insurance pur-
chased by the association is to be
pnmary.

Anbtherprovision of the Common
Interest Ownership Act states that if
the community suffers a casualty
loss, the association is required to
repair the damage to both the units
and the common elel!lents using the
proceeds of.the masthihsurance
policy. If the master insurance pol-
icy does not cover the entire loss, the
shortfall must be made up out of the
common expenses. This means that
the portion of the loss not covered
by virtue of the deductible must be
made up by all of the unit owners,
even if the damage was entirely to a
single unit and resulted entirely from
the negligence of the owner of the
unit.

Some Unit Owner's Policies
Will No Longer Cover

The Deductible

Over the years, some associations
have charged the shortfall resulting
from the deductible back against the
individual unit owner's insurance
policies and have often been suc-
cessful in collecting. However, dur-
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New Clients

We are often asked

if we are accepting
additional clients.

We are accepting
new clients and are

always happy to
meet with inter-

ested parties to dis-
cuss our firm and

how we may serve
them.

REALLOCATING DEDUCTIBLES
(Continuedfrom page I)

ing the past two years, several of the
larger and more sophisticated insur-
ance companies writing unit owner
coverage have begun to take the posi-
tion that neither they nor their insur-
eds are responsible for covering the
deductible because of the provisions
in the Common Interest Ownership
Act which make any insurance short-
fall a common expense.

You Can Amend Your
Documents to Save the

Association Money

Recently, a committee of the Real
Property Section of the Connecticut
Bar Association, which Matt Perlstein
chairs and which is preparing an up-
dated version of the model Connecti-
cut common interest documents,
drafted an alternative insurance and
repair clause which makes it possible
to allocate a portion of the deductible
under the association's master insur-
ance policy against the individual
units that are damaged. This clause
takes advantage of a provision in the

Common Interest Ownership Act
whichstates that common expenses -
benefiting less than all of the units
can be assessed only against the units
that are benefited, to the extent that
this assessment is required under the
provisions of the declaration.

The new clause pro-rates the deducti-
ble for any casualty loss among the
affected units and common elements
in proportion to the damage to each
of them. It then assesses the portion
allocated to individual units specifi-
cally against each unit.

Under the terms of most unit owner
policies being written today, this kind
of assessment will be paid by the in-
dividual unit owner policy, less what-
ever small deductible applies to that
policy, under a specialized loss as-
sessment provision.

While it is possible that insurance
companies may change the provi-
sions of their unit owner policies in
the future, this clause is, at present,
the best method available minimizing
the impact of deductibles under the
master insurance policy on the com-
munity as a whole.
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COPIES OF STATUTES AVAILABLE TO CLIEl\'TS

Our office has copies of the Connecticut Common Interest Ownership Act
and the Connecticut Manager Registration Statute available at no cost for
our clients. If you would like a copy of the statutes, simply call our office
and request a copy. We will send it out to you promptly.
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