
Condo boards: responding to residents is critical 
 
Condo associations need to be responsive to concerns that residents 
pass on to them. It all starts with good property management, but if 
the problem is serious enough or chronic enough that it gets kicked up 
to the board of directors, it’s time for the board to start asking some 
heavy-duty questions. 
 

 

Avoiding the conflict, waiting until the next convenient board of directors 
meeting, or making promises that don’t get fulfilled can all lead to complaints to 
local authorities and lawsuits against your association and your board. Some of 
those can get expensive, with legal bills that may run into the hundreds of 
thousands of dollars and settlements or jury awards that may exceed the limits 
of liability on your insurance. 
  

A board of directors insurance policy for condo association boards is important 
because, even if the problem resides at a lower rung on the managerial ladder – 
or the allegations are unfounded – directors can see their personal assets put at 
risk from liability claims. In a case last year in Hawaii, residents who filed a 
lawsuit against their condo association’s board of directors and the association’s 
employees and agents were granted a $3.87 million award – a record judgment 
against a condo association. Source: The Molokai News) 
  

Throwing everything against the wall 
  

When residents feel they’ve been wronged, they may throw many accusations 
into a legal filing to see which ones will stick. While your board may not suffer as 
the directors in Hawaii did, you could have to engage in an expensive legal battle 
to get charges dismissed. In the meantime, personal assets of directors and 
officers could be in jeopardy if the proper D&O liability insurance hasn’t been 
purchased. 
  

Claims of negligence, violations of the law, breach of contract, infliction of 
emotional distress, financial harm, and malfeasance can all be part of a 
complaint. If the plaintiff(s) make a public display of the case, your reputation 
and that of the condominium complex could be on the line. 
  

A solid directors and officers liability insurance policy for condo boards may help 
protect your association if it has to indemnify directors and officers in a 
complaint or it is named in the lawsuit, and it may help protect the assets of 
individual directors and officers. Independent director liability insurance may also 
be available to your directors and executives to add to their personal protection. 
D&O insurers also often provide crisis management services under the policy so 



public relations can be handled professionally to protect your complex’s and 
directors’ reputations. 
  

It’s important to see if your policy covers both actual damages and punitive 
damages. The Hawaii case had just $500,000 awarded in general damages. The 
rest was punitive. You should also ask about coverage for bills having to do with 
investigating claims. Some companies may cover those and costs associated with 
regulatory inquiries. 
  

Keep in mind that the juridical system isn’t always perfect or swift. You could be 
in court – and on the front page – for a long time. The case in Hawaii is under 
appeal and may be for many months to come. Talk to your insurance agent 
about your protection for this ever-present risk. 
 
Please share your thoughts... 
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