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Earthquake Options for Unit Owners
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While most community associations’ governing  
documents do not require the association to purchase 
earthquake insurance, many associations in Oregon 
and Washington choose to carry an earthquake policy 
and share the cost among the unit owners. Typically, it 
is more cost-effective to carry earthquake insurance 
at the association level rather than having each unit 
owner insure for earthquake damage individually. 
  
Unit owners can purchase standalone earthquake 
policies to cover damage to their unit. However, the 
maximum limit available in the current marketplace is 
$100,000 of earthquake coverage on a unit owner’s 
policy. This will leave a shortfall of coverage for the 
replacement cost of the entire unit. These policies also 
may limit other necessary coverages. 

If your association carries earthquake coverage, there 
will be a percentage deductible (often 5% or 10%) that 
must be met in the event of a loss. This percentage is 
calculated from the replacement value of any buildings 
damaged in an earthquake event. Regardless of which 
units are damaged, the association will look to all unit 
owners to pay their share of the percentage deductible 
based on percentage of ownership. Unit owners can 
self-insure their share of the deductible, or they can  
purchase an earthquake policy with earthquake loss 
assessment coverage to cover their portion. 

Some associations do not or cannot carry an earth-
quake policy at the full building value and instead carry 
an earthquake limit that covers only part of the associ-
ation’s replacement cost. In these cases, the remaining 
exposure is transferred to the unit owners in the form 
of a special assessment. Often, the exposure is much 
higher than the amount of earthquake loss assessment 
coverage a unit owner can purchase. In the current 

market, $100,000 is the maximum available for unit 
owner earthquake policies with loss assessment  
coverage. 
 
Example: Alex is a unit owner at ABC Condominium 
Association, a high-rise building consisting of 125 units. 
The replacement value of the building is $105,000,000. 
The association has an earthquake policy that does not 
cover the full building value. The policy has a limit of 
$30,000,000 with a 5% deductible. 

The building is damaged in an earthquake, and it is  
determined that the entire building must be rebuilt.  
The deductible amount of the association’s earthquake  
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policy is calculated at $5,250,000 (5% of 
$105,000,000). Each of the 125 unit owners is  
responsible for a share of the deductible based on 
their percentage of ownership. At Alex’s association, all 
owners share an equal percentage of ownership, and 
each owner is assessed $42,000 to cover the associ-
ation’s deductible ($5,250,000 divided by 125 units). 
Alex has a unit owner earthquake policy with loss 
assessment coverage at a limit of $50,000, and the 
policy covers the $42,000 that Alex owes towards the 
association’s deductible. 

However, after the association’s deductible is met, the 
$30,000,000 earthquake limit is then exhausted. The 
remaining $75,000,000 of building value becomes the 
responsibility of the unit owners via special assess-
ment. 

Each unit owner is assessed $600,000 ($75,000,000 
divided by 125 units) in addition to the $42,000 
towards the association’s deductible. Alex owes an 
additional $600,000 that Alex’s earthquake policy 
does not cover.
 
For associations that do not carry an earthquake policy 
at the full building value, there are association-specific, 
opt-in programs available that are tailored to the  
association. These programs allow unit owners the  
option to purchase significantly higher levels of assess-
ment coverage and are structured to complement any 
earthquake insurance carried at the association level. 
It is important to note that not all associations are el-
igible for these opt-in programs, and each association 
has unique circumstances to consider.
 
Unit owners should consider purchasing an earthquake 
loss assessment policy designed to fit their needs and 
complement the association’s earthquake coverage.  
Associations that do not carry the full building value 
on their earthquake policy should consider taking  
advantage of an opt-in program (if available) to allow 
unit owners a way to cover their additional exposure. 
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