
 

 

 

 

Condominium Master Deeds and Insurance: 
Suggested Insurance Changes for Low-Rise Condominiums 

 
Dear Board Member or Community Manager, 

 

On the reverse side of this letter are two paragraphs which, if they are included in your Master Deed (MD), 

could minimize problems and reduce out of pocket expense at the time of a property claim.  Although these 
suggestions are not appropriate for every association, we urge your board of directors to review the 

advantages and disadvantages outlined below.  We have learned over time that many unit owners do not 

understand their insurance responsibility, if any, for insuring building items inside their unit and this can lead 

to no or limited coverage at the time of a claim.  The suggestions below can mitigate this problem. 

 

Suggestion #1: Amend the UNIT OWNER INSURANCE SECTION to state that losses to building items 

inside a unit and under the association property deductible, should be paid by a unit owner’s policy as 
covered property, even if the MD describes such property to be the association’s responsibility.  If you do not 

have this wording, your unit carrier may pay the loss under Unit Policy Loss Assessment coverage.  There is 

a sub-limit of $1,000 for assessments that arise from a high association deductible, so including this wording 

will help avoid this scenario.  We strongly recommend this suggestion and see no disadvantage. 

 

Suggestion #2: Unit owners may not buy a unit owner policy and without insurance, a large property loss 

could result in uncovered damage. To avoid this, we recommend the association expand the “Building” 
definition in the ASSOCIATION INSURANCE SECTION to include unit interior building items to the grade as 

originally constructed, also known as “Single Entity” coverage. We also recommend that upgrades made after 

original construction remain the responsibility of each unit owner for equity reasons.   

 

Please note Suggestion #2 wording may not be suitable for all condominiums.  Typically, with newer and low-

rise associations, the construction quality of unit interior finishing is similar and it makes sense to require the 

association insurance to cover Common Elements and building items inside each unit.  
 

Advantage:  The cost of insurance for building items is generally less expensive on an association policy than 

on a unit owner’s personal policy.  Having comprehensive coverage provides a safety net for all owners; 

relieving them of the exposure of not adequately insuring building items inside the unit. 

Disadvantage:  Multiple interior claims paid by the association policy may lead to higher association 

insurance costs; however, implementing a larger association deductible is a common way to shift 

responsibility for small losses back to the unit owners, mitigating this disadvantage.  If the association 

chooses to insure “all” improvements made in each unit then units with more expensive finishing’s can 
disproportionately diminish the association building limit after a loss.  In addition, insuring improved units may 

make determining adequate limits of insurance difficult. 

 

When the construction quality of unit interior finishing is significantly different, Suggestion #2 may not be 

appropriate.  Older associations and high-rises may have a wider range of finishing quality; some units with 

original finishing and others with more renovated units. Here it may be best for the association insurance to 

cover only Common Elements, also known as “Bare Walls” coverage, requiring unit owners to be responsible 
for insuring building items inside their unit.   

 

Advantage:  Unit owners purchase the amount of coverage for building items inside their unit that is 

appropriate for them on their personal insurance policy as “Additions and Alterations”. 

Disadvantage:  Unit owners who do not realize they are responsible for insuring building items inside their 

unit may experience an under-insured or uncovered claim. 

 
Whatever your coverage choice, we recommend that you communicate it to owners annually. Our FAQ titled 

“Unit Owner Insurance Responsibility” may also assist owners have better knowledge of their personal 

insurance needs and options.  Please contact us if we can be of any further assistance in guiding you 

through this process.  



 

 

 

 

Suggestion #1: Losses under the Association Property Deductible  

The wording below is suggested regardless of how the association’s MD governs 
responsibility for “building items inside of the unit”. 

Add wording below to the MD Unit Owner Insurance section: 

For losses to a Unit’s interior (as defined for insurance purposes), the Unit owner’s property 

insurance shall be considered primary up to the Association’s master policy property insurance 

deductible.  If a unit owner does not carry interior coverage up to the association deductible, then 

a loss to that unit which is below the association deductible will be the sole responsibility of that 

unit owner and not the association.  Damage to property considered Common /Limited Common 

Elements and under the Association deductible will be the proportionate responsibility of all unit 

owners as a common expense. 

 

Suggestion #2: Insuring the Unit for Interior Damage  

The wording below is suggested to direct the association insurance to respond to building 
property claims involving Common Elements and “building items inside of the unit” as 
defined below.  With this wording, it is imperative that the association choose a Building 
Limit sufficient to rebuild the structure (minus unit improvements made after original 
construction) at today’s construction costs. 

Add or replace wording below to the MD Association Insurance section: 

The Association shall arrange for casualty insurance to cover the Building which shall be defined for 

insurance purposes only, and in accordance with current insurance policies in force for the property, 

the following definitions shall apply:  Building- Building includes all “Common” and “Limited Common 

Elements” and the “Unit” as originally constructed.  It also includes interior perimeter walls of the 

unit, all sheetrock or other wall surfaces, windows, sliding doors, installed items as defined, interior 

walls and wall surfaces, including those within a portion of the premises used exclusively by an 

individual unit owner.  Installed items include carpeting, wood flooring, finished flooring or any other 

type of finished flooring, tile flooring, laminate flooring, domestic appliances, wall coverings, 

cabinetry, plumbing fixtures and any other fixture that is permanently attached to the building.  

Building does not include awnings (unless common to all units) or portable air conditioner units. 

 
 
IMPORTANT: Please review these changes with your attorney.  Any legal change to your Master Deed must be 
prepared by an attorney and approved by your association membership. Changes to the Master Deed may also 
require By-Law changes to avoid conflicts. The foregoing is not offered as a legal opinion and is expressly limited to 

insurance coverage.  It is based upon the best information available to the Thomas H. Heist Insurance Agency.  The 
suggestions contained herein may not meet the particular needs of your condominium. 
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