Condo Law change effective June 1, 2009

Letter to condo Unit Owner clients
Sample #2
In this sample, the agency will need to select the appropriate paragraph based on the carrier currently insuring the unit owner (see boxes on p. 2). This sample may be better suited for agencies with large volumes of unit-owner clients and with an agency management system that can facilitate the process accurately.

[insert date]

[insert Name of Agency]

RE: New law affecting insurance coverage for your condominium unit -- [insert property address and policy #]
Dear [insert name of policyholder],
On June 1, a new law came into effect in Maryland which affects the responsibility of condominium associations and their unit owners in the repair and replacement of damaged units. The law also affects the responsibility of individual unit owners for repayment of part of the condominium association's insurance deductible. In its most significant parts, the new law clarifies that:
1) the condominium association's master policy insures the units, except the improvements and betterments installed by successive unit owners after the first acquisition from the developer. Bear in mind that this coverage applies to the "building" portion of the unit: e.g. it never covers personal property contained in that unit, and may not cover certain personal liability claims arising out of the use of that unit;
Depending on when your condominium association was formed (particularly if prior to July 1, 1981), and on the declarations and bylaws as originally written, this coverage provided by the condominium association may be different and continue to be different; this should be verified with your association.
2) If the cause of any damage that occurs in the building originates from your unit,  you will be held responsible for the condominium association's master policy deductible, up to $5,000. This is true even if you are not negligent. For example, if water from your bathroom sink leaks into the unit located beneath your unit and damages the ceiling, the association's master policy would pay for the damage and ask you to repay the deductible up to $5,000.
3) The condominium association must notify you of:

· the amount of the association's master policy deductible, and 
· your responsibility for that deductible, up to $5,000.

As before, any amount of deductible exceeding your $5,000 responsibility is treated as a common expense, subject to collective assessment of all unit owners.

This new responsibility for a condominium association deductible was previously not covered by a unit owner's policy. We have contacted your insurance company to discuss the availability of coverage for this added responsibility you bear under law. 

Your insurer, [insert company name], has indicated that:

· it can provide coverage for the new deductible responsibility, up to $5,000 through Coverage A of your policy. Please contact us immediately to make the proper adjustments to your policy; 

· it can provide coverage for the new deductible responsibility, up to $5,000 through property loss assessment coverage -- Please contact us immediately to make the proper adjustments to your policy;
· it will provide coverage for the new deductible responsibility, up to $5,000, and no adjustment is needed.
· it does not currently have coverage available for this new deductible responsibility. Please contact us immediately to seek coverage with another insurer.

We also encourage you to use this opportunity to review your insurance coverage as a whole. Please call us at [insert phone number] and ask for [name of producer or account executive in charge of client].
Even though the law places the requirement on the condominium association to notify you of these changes, we felt it was important to alert you of these significant modifications to your responsibilities. 

Thank you for the trust you place in [insert name of agency].

Sincerely,

