
Managing apartment and condo risk starts at the board level 
 
Apartments, co-ops and condominiums have three basic risk management options: avoiding 
hazards, mitigating damages from negative events, and transferring the risk of financial 
loss to another party. Let's look at managing risk starting at the board level.  
 

 

While the implementation of a risk management program rests with employees and property 
managers, it is apartment building owners, their boards, and the boards of cooperative apartments 
and condos who are charged with oversight. It is a serious duty and one that requires more than just 
cursory attention. 
  
Boards can develop a risk management program on their own, leave it to the property manager, or 
hire a third party to create one. Whatever option they select, boards should plan on asking important 
questions to ensure that risk is being handled properly. Stakeholders will often hold boards 
accountable for breaches of their risk management duty. 
  
Obviously, it will be impossible to foresee every threat to a co-op, condo association or multifamily 
residential complex, but a thorough risk assessment process can minimize the chance of losses. The 
most obvious exposures associated with apartments and condos have to do with the premises—both 
the property itself and the residents, owners or guests occupying or visiting the property, including 
indoors and outdoors. But there are loss exposures that have to do with your employees and your 
board of directors, as well as potential losses that can be overlooked, such as in your marketing 
materials, your computer systems, your hardcopy files and your financial assets. If you include 
exposures for legal and regulatory violations, you could be sticker-shocked by the potential capital 
losses. 
  
A comprehensive risk management program will begin with taking stock of all your property—both real 
estate and mobile items—and all of your activities and amenities. Once you have a handle on what 
your business offers, where and with what items, you can move on to assessing who is involved and 
what their duties are. That includes errands they run off-site. Don’t forget interns and independent 
contractors. You could be responsible for their injuries or problems they cause to others. 
  
Once you’ve considered all your property, personnel and activities, you can look at which ones may 
prove too potentially costly when compared to the benefits they provide. It could be you decide to cut 
those out; alternatively, you might decide to insure them with some kind of enhancement to your 
commercial property insurance policy if they are not covered already. Sometimes, an amenity is worth 
the extra cost and could even merit getting commercial umbrella insurance with that exposure in 
mind. 
  
Part of your risk management process also should be to discuss your apartment building insurance or 
condo master policy with your insurance agent to make sure you are not under-insuring or over-
insuring. Dovetailing your coverage with the insurance held by your property manager, vendors and 
contractors is also important. You want to eliminate coverage gaps without creating wasteful overlaps. 
Involving your insurance agent and insurance company in your risk management program can lead to 
innovative solutions from them that you wouldn’t have thought of. It can also reveal safety and 
security measures to your insurer that lower your risk in their eyes—in some cases, that can mean 
savings on your premiums! 
  
Excellent risk management programs can significantly curtail accidents, injuries and damage from 
catastrophes. It can make you more appealing to investors, bankers and prospective residents. A risk 
management program is more than tossing ideas out around a table, though. It is a set of actions 
derived from a comprehensive analysis of the exposures you face. It is a lot of work, but in the end it 
can be a monstrously profitable enterprise. Talk to your agent about professionalizing your risk 
management efforts. 
  
If you’ve run across something in your risk evaluation that surprised you or that might benefit an 
industry peer, please share it for the benefit of all. While there are many proprietary secrets we like to 



keep, safety and the welfare of our residents are things we can promote industrywide! 
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