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Insurance and Employee Benefits

What Tvpe of Insurance Coverage Does YOUR Association Need??

There are three types of Associations which are common to the Chicago area. They
include CONDOMINIUM, TOWNHOME AND HOMEOWNER/MASTER
ASSOCIATIONS. The following are brief outlines of basic insurance needs for each
type of Association:

CONDOMINIUM ASSOCIATIONS

Normally require:

1. Property and General Liability for habitational buildings and clubhouses,
garages and other structures owned by the Association. Under the
[llinois Condominium Property Act, Increased Cost of Construction
coverage must be included. Also frequently included are Demolition and
Ordinance/Law coverage.

2. Fidelity Bond to protect the Association’s money. Each Association should
carry limits equaling three times an Association’s monthly assessments
plus reserves. Coverage for the Management Firm should also be
included. The Illinois Condominium Property Act requires that
Associations with six or more units purchase this coverage.

3. Directors’ and Officers’ Liability - Coverage should be on a Claims Made
basis and include coverage for libel, slander, discrimination and
non-monetary damages. Many insurance companies offer to include
coverage for your Management Firm at little or no additional charge.
Be sure to have the “insurance exclusion” deleted from your policy.
The 1llinois Condominium Property Act requires that ALL Associations
(regardless of number of units) purchase this coverage.

4. Workers’ Compensation - as required by law or for those Associations who
hire independent contractors to work on common areas.

5. Boiler and Machinery/Extra Expense (if the exposure exists).

6. Umbrella Liability — Provides excess coverage over policies outlined on vour
policy document (often Workers® Compensation, Directors’ and
Officers’ Liability and General Liability coverage).
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A Condominium Association provides insurance coverage on both the inside and
outside walls of habitational buildings, plus common areas (such as grass and
walkways) surrounding the buildings. Coverage should also be included for a
clubhouse, gazebo, storage building(s), pool, tennis court, parking areas and any other
areas owned by the Association.

Effective June 1, 2002, the Illinois Condominium Property Act outlines the minimum

types of insurance coverage every Condominium Association must purchase. Your
Declarations and By-Laws no longer prevail relating to the purchase of insurance.

TOWNHOME. HOMEOWNER AND MASTER ASSOCIATIONS

Normally require:

1. General Liability coverage for common areas owned by an Association
which surround buildings (including, but not limited to grassy areas
along median strips, outlots, retention/detention areas and streets - if they
haven’t been dedicated).

2. Property - If an Association owns a clubhouse, Property and General hability
coverage must be purchased to cover that structure. Either a package
policy (combining both property and liability) or separate policies
covering each exposure can be purchased. Be sure to include Boiler and
Machinery coverage to cover a boiler or pool/air conditioning equipment
as well as contents coverage to protect furniture (inside clubhouse and
around the pool).

3. Fidelity Bond to protect the Association’s money. Each Association should
carry limits equaling three times an Association’s monthly assessments
plus reserves. Coverage for the Management Firm should also be
included.

4. Directors” and Officers’ Liability - Coverage should be on a Claims Made
basis and include coverage for libel, slander, discrimination and non-
monetary damages. Many insurance companies offer to include coverage
for your Management Firm at little or no additional charge. Be sure to
have the “insurance exclusion” deleted from your policy.

5. Workers’ Compensation - as required by law or for those Associations
who hire independent contractors to work on common areas.

6. Umbrella Liability — Provides excess coverage over policies outlined on your
policy document (often Workers” Compensation, Directors’ and
Officers’ Liability and General Liability coverage).




Please note that the insurance requirements of the Illinois Condominium Property Act
DO NOT apply to Townhome, Master or Homeowner Associations.

Historically, Townhome Associations rarely insure habitational buildings. Occasionally
an Association provided maintenance on the outside and roofs of habitational buildings

but it was the homeowner who purchased insurance to cover their occupied portion of a

building.

Some Townhome Associations, through their Declarations and By-Laws or

Board resolution, have moved in a direction whereby the Association provides
insurance on the habitational buildings in the same style as Condominium
Associations. This eliminates the worry of making sure that each Homeowner has
purchased insurance individually on the portion of a building that they own and occupy.

Many Associations require that Homeowners provide them with proof of insurance in
the form of a Certificate of Insurance.

Occasionally a Townhome Association has no grassy areas which need to be insured,
however General Liability insurance will still need to be purchased to cover the
Association’s existence. This insurance will be called upon, if, for example, an
Association rents a room at a local library to hold their Annual meeting. The Library
will probably require proof of insurance. Your insurance agent can provide a
Certificate of Insurance evidencing insurance coverage.

A Homeowners Association or Master Association normally insures exposures such as
grassy areas surrounding homes plus any Association owned property such as a
clubhouse, pool, gazebo, walking path and/or tennis court. Coverage may also need to
be purchased for any street or entryway signs, mailboxes, fences, lightposts, streets,
ponds or lakes, and any retention or detention areas on the premises.

For further information please contact
Karyl Dicker Foray, CIRMS, CRIS
(KForay@rosenthalbros.com) at 708-560-1248.
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PART OF SECTION 12 OF THE
ILLINOIS CONDOMINIUM PROPERTY ACT

Contiguous units; improvements and betterments. The insurance maintained under subdivision
(a)(1) must include the units, the limited common elements except as otherwise determined by
the board of managers, and the common elements. The insurance need not cover improvements
and betterments to the units installed by unit owners, but if improvements and betterments
are covered, any increased cost may be assessed by the association against the units affected.
Common elements include fixtures located within the unfinished interior surfaces of the
perimeter walls, floors, and ceilings of the individual units initially installed by the developer.
Common elements exclude floor, wall, and ceiling coverings. "Improvements and betterments”
means all decorating, fixtures, and furnishings installed or added to and located within the
boundaries of the unit, including electrical fixtures, appliances, air conditioning and heating
equipment, water heaters, or built-in cabinets installed by unit owners.

Mandatory unit owner coverage. The board of directors may, under the declaration and bylaws
or by rule, require condominium unit owners to obtain insurance covering their personal liability
and compensatory (but not consequential) damages to another unit caused by the negligence of
the owner or his or her guests, residents, or invitees, or regardless of any negligence
originating from the unit. The personal liability of a unit owner or association member must
include the deductible of the owner whose unit was damaged, any damage not covered by
insurance required by this subsection, as well as the decorating, painting, wall and floor
coverings, trim, appliances, equipment, and other furnishings. If the unit owner does not
purchase or produce evidence of insurance requested by the board, the directors may
purchase the insurance coverage and charge the premium cost back to the unit owner. In no
event is the board liable to any person either with regard to its decision not to purchase the
insurance, or with regard to the timing of its purchase of the insurance or the amounts or
types of coverages obtained.
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What is Covered Under a Personal Condominium
Insurance Policy - Known As An HO-6

Personal Property Coverage

A condominium owner’s policy provides coverage for furniture and personal possessions
against such covered hazards as fire, lightning, windstorm, hail, explosion, collapse,
smoke or vandalism. This is also called Contents Coverage and it ensures that your
damaged or destroyed property is protected up to the amount of insurance protection you
purchase.

Theft Protection

A condominium owner’s policy also protects your property against practically every type
of theft loss in your condominium or anywhere in the world. Also included is coverage
for thefts from your unattended car or boat, even if there is no evidence of forced entry.

Special Coverage for Important Possessions

Most condominium policies offer special amounts of coverage for certain types of
property. For example, $200 for money and coins, $1,000 for theft of jewelry, watches
or furs, 52,000 for theft of firearms and $2,500 for business property at home. You can
choose to increase these amounts if you like.

Optional Property Coverages
Every home is different. You may require special coverage for your individual needs.
The following coverages can be purchased separately:

1. Broadened Coverage for Contents - provides “all-risk™ protection for your
possessions. This means that your personal property is covered in most
situations, regardless of cause of loss.

2. Contents Replacement Cost - pays full cost to repair or replace most personal
property in your condominium with no deduction for depreciation.

3. Valuable Items Plus - provides higher limits and worldwide protection for
special property such as jewelry, silverware, fine art, furs, cameras,
firearms, musical instruments and home computers for an extended variety
of losses. No appraisal or listing of insured is normally required.
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4. Personal Liability Protection - Liability coverage is an important protection in
the event that you are sued for accidentally hurting other people or
damaging their property. Personal liability helps to cover the associated
legal costs and related damages. Most condominium owners policies
provide a minimum of $100,000 of financial protection against liability
claims and lawsuits brought by others for accidental bodily injury or
damage to their property while in your condominium, caused by your
personal activities (including sports) or caused by your children or pets.

Medical Payments

Most policies will pay up to $1,000 per person in medical bills, regardless of your legal
responsibility when an accident involves bodily injury to others. Higher coverage
amounts are normally available.

Damage to Property of Others
Should you accidentally damage someone else’s personal property while that property is
in your care, your condominium owners policy will pay up to $500 for each occurrence.

Additional Living Expenses

If your unit is damaged and you have to move out while it is being repaired, this
provision will pay all necessary living expenses. This includes hotels, meals, laundry,
etc. Some insurance companies will pay your actual expenses regardless of cost. Be sure
to check with your personal insurance agent to see what limit you have in your policy.

Additions and Alterations

Once you move into your new home you often make improvements. Additions,
alterations and other improvements made to your unit may or may not be covered by your
Association’s Master Insurance policy. For example if you, or a previous owner installed
built in appliances, wall-to-wall carpeting, upgraded kitchen cabinets, etc. you must
personally insure these through your HO-6 policy. Be sure to mention these changes to
your personal insurance agent to determine how much coverage you need to purchase.

Loss Assessment Coverage

Condominium coverage provides up to 51,000 of protection against financial loss 1f
damage to commonly owned property exceeds the amount of insurance coverage in the
Master Policy. If your condominium association is forced to assess all unit owners for
the additional loss (or for personal liability claims against the association) this provision
will pay on your behalf. You might want to discuss this coverage with your personal
insurance agent to see if increased coverage might be warranted.

Deductibles

A deductible is the amount of loss you agree to assume before your insurance coverage
takes over and pays. The higher you deductible, the lower the cost of your policy
premium. The deductible applies to property losses only. Liability protection normally
does not include a deductible.



SAMPLE HOMEOWNER INVENTORY

Article

Date of Purchase

Cost

Living Room/Family Room

Flood coverings

Curtains/drapes

Sofas

Ottomans

Chairs

Coffee tables

End tables and contents

Television

Movie Camera

Camera

DVD/s

Video games

Radio/stereo/DVD

CD's/records/tapes

Books

Musical instruments

Collectables/knickknacks

Other

Kitchen/Dining Room

Tables/chairs

i 8 T

China cabinet/buffet

Linens

Curtains/Drapes

Cabinets

Lighting fixtures

Pots/Pans

Utensils/silverware

Glassware

Dishes

Refrigerator

Stove

Dishwasher

Disposal Unit

Freezer

Washer/dryer

Small Appliances

Clocks/radios

Step Stool

Television

Microwave

Food/supplies

Wall Hangings

Floor Coverings

Other




Bathrooms

Clothes hamper

Curtains

Wall hangings

Dressing table

Toilet Articles

Electrical appliances

Scale

;:Shower curtains/doors

Linens

Floor coverings/ throw rugs

Other

Bedrooms

Books/bookcases

Couch/chairs

Floor coverings

Mattress/box spring/bed frame

Desk/contents

Dressers/contents

Night tables

Headboard/footboard

Mirrors

Clocksradios

Sewing Machine

Television/DVD

Computer equipment

Toys/games

Collectibles/knickknacks

Clothing

Shoes

Wall Hangings

Other




SAMPLE LETTER TO BE PREPARED BY ASSOCIATION’S
INSURANCE AGENT

August 1, 2007

XYZ Condominium Association
1234 Nowhere Road
Someplace, Illinois 60606

Dear Condominium Owner:

[ have prepared this informational spreadsheet outlining insurance responsibilities per the XYZ Condominium Association
Declarations and By-Laws in conjunction with the Illinois Condominium Property Act. Please keep in mind that each and every
insurance claim is different. Each claim is adjusted on an individual basis. This spreadsheet is intended as a guideline only.

Itemn ' - ~ Homeowner ‘Association

Clothing, Furniture, Artwork

Paint, wallpaper, wall coverings (such as mirrors})
DrywallPrimer/Wall Studs/Insulation

Garage door, front door, garage door opener

Windows (including skylights and patio doors)

Interior Plumbing (i.e. pipes under kitchen and bathroom sinks)
Plumbing in the walls that serve only your unit . . B
Plumbing in the walls that serve more than one unit | X

Appliances (such as stove, refrigerator, washer/dryer) X

Electrical Wiring that serve only your unit i ) _ X _

Electrical Wiring that serve more than one unit =~ _ b S

Internal lighting and ceiling fans A

Siding and Brick - X
Interior Doors X
Upgrades/Improvements to Umt purchaseﬂ from developer S
Upgrades/Improvements to Unit installed after firstsale L
Floor coverings (such as tile, carpet, hardwood floors) X

Air Conditioner, Hot Water Heater, Furnace X

You might want to consider taking this letter, along with a copy of your Association’s Declarations and By-Laws, to your personal
insurance agent for assistance in determining your personal HO-6 policy limits.

Should you have any questions, please feel free to contact me



