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•  Directors and Officers Liability (D&O insurance)	


•  Adequate Liability Limits	


•  Are all the buildings covered?	


•  Earthquake Coverage	




•  Are interior walls covered?	

•  What about improvements a unit owner makes?	

•  To determine what needs to be covered, refer 

to:	

•  State Statutes (Civil Codes)	

•  Insurance requirements as outlined in the governing 

documents (CCRs)	

•  Lending institution requirements (FNMA, FHA)	


•  What if the documents contradict each other?	






•  Make sure the EQ coverage provides Building 
Ordinance coverage.	


•  Pay close attention to the deductible and how it 
is applied.	




•  These endorsements provide a margin of 
coverage in excess of the policy limits.	


•  Make sure to purchase enough coverage for 
earthquake-related losses.	




We will review a risk management program that
—if implemented—could save the association 
millions of dollars.	




•  Mistakes in writing the policy can cost the 
association millions of dollars.	


•  Ask the agent if he or she needs a copy of the 
documents to quote the association.	




Most management contracts have/hold harmless	

agreements  	




•  Make sure the association is listed as an 
additional insured.	


•  Make sure there is Worker Compensation 
coverage if the contractor has employees.	




•  Make sure the location is considered an “insured 
location” under the association’s master liability 
insurance policy.  	




•  You rely on attorneys, CPAs, and other 
professionals to answer the tough questions.	


•  Don’t forget to make the insurance agent 
answer questions regarding his/her proposal.	








The purpose of governance must be 
constructed beginning with the barest 
minimum that can be said with certainty about 
our need for a board of directors.  

We must take care not to clutter what boards 
must do with what they can do, that is, what is 
crucial for boards to contribute to the whole of 
the association versus what is discretionary.  

 -John Carver 



 A fiduciary duty exists when there is a 
relationship of special confidence, in which 
one party to the relationship is bound to 
act in good faith and with due regard to the 
interests of the other. 
        -Oregon Supreme Court 



 A community association’s primary role is 
“that of a service-oriented, cooperative 
business” . . . revolving around maintenance 
and upkeep of the common property with 
associated fiscal responsibilities . . .  
dependent in part on the documentation 
creating the association which contains both 
requirements and grants of power 
       -Washington Supreme Court 



 Where a duly constituted community association 
board, upon reasonable investigation, in good 
faith and with regard for the best interests of the 
community association and its members, 
exercises discretion within the scope of its 
authority under relevant statutes, covenants and 
restrictions to select among means for 
discharging an obligation to maintain and repair a 
development's common areas, courts should 
defer to the board's authority and presumed 
expertise. 

           -California Supreme Court 



o  Purchase Mandate.  The board needs to obtain the 
insurance required by association bylaws (or 
declaration), and 

o  ORS 100.435; ORS 94.675; ORS 65.394:  
–  “Insurance for all insurable improvement in the common 

property against loss or damage” 
–  “A public liability policy covering all common property and all 

damage or injury caused by the negligence of the 
association.” 

–  Mandatory indemnification of a director who was wholly 
successful, on the merits or otherwise, in the defense of any 
proceeding to which the director was a party because of being 
a director of the corporation. 

o  Prevent Economic Waste since a liability policy may 
pay to defend the association in case of a lawsuit 

o  If You Don’t Purchase Insurance the Association 
 is Self-Insured by assessment on it’s Members. 
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