The first thing to understand when it comes to the Dwelling Form and loss settlement is that coverage under a condo unit owner’s policy applies first to the individually owned building elements and improvements to the unit and then to the damage of the building’s common elements.

Also, the type of loss settlement is important. Replacement cost loss settlement under the Dwelling Form applies only to buildings and not their contents. Contents losses are always settled on an actual cash value basis. But to have building claims settled on a replacement cost basis, the single family unit must be the insured’s principal residence that means that the insured or the insured’s spouse lives there at least 80% of the time, and that the unit is insured to 80% of replacement cost value at time of the loss or the maximum limit available of $250,000. Otherwise covered flood damages to the condo building elements are settled at actual cash value. Loss assessment coverage is provided under the Dwelling Form and will pay up to the building’s coverage limit. However, it does not increase the Coverage A limit. Loss assessments paid will reduce the Coverage A building limit.

The Dwelling Form provides coverage for loss assessments against condominium unit owners for flood damage to common areas of any building owned by the condominium association. It provides assessment coverage only under limited circumstances. Loss assessment coverage responds if there is no RCBAP.
If the unit owner buys building coverage under the Dwelling Form and there is no RCBAP, the Dwelling Form responds to a loss assessment against the unit owner for damages to common areas up to the building coverage limit. If there is damage to building elements as well then the building coverage limit may not be exceeded by the combined settlement of the unit building damages, which apply first, and the loss assessment. Loss assessment coverage also responds if the condominium’s RCBAP is ensured to at least 80% of the building’s replacement cost. Then if the unit owner has purchased building coverage under the Dwelling Form, the loss assessment coverage will pay that part of the loss that exceeds 80% of the association building replacement cost. However, loss assessment coverage will not cover the associations policy deductible. Once again if there is damage to the building elements of the unit as well the Dwelling Form pays to repair the units building elements after the RCBAP limits that apply to that unit have been exhausted. The coverage combination can not be exceed the maximum coverage limits available for a single family dwelling.

Finally, when there is a Residential Condominium Building Association Policy that is insured to less than 80% replacement cost, the RCBAP is primary, and the Dwelling Form is considered excess after the RCBAP limits are exhausted. However, the Dwelling Form will respond to a loss assessment resulting from the coinsurance penalty under the RCBAP even if the RCBAP limits have not been exhausted. And keep in mind, the coverage combination cannot exceed the maximum coverage limits available for a single family dwelling.

[bookmark: _GoBack]Before wrapping up this topic, let’s further clarify the types of loss assessments that the Dwelling Form will not pay for: For example, assessment coverage will not pay for any charges against the unit owner by any governmental body. It will not pay for any loss to personal property or contents. It will not pay any assessments that result from a deductible purchased by the condo association. And finally, it will not pay if recovery in combination with other
NFIP policies will exceed the maximum amount of insurance permitted under the act.





