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Hot Water Heaters, Toilets, and Other Sad 
Stories of Water Damage Between Units: 

Who’s Responsible for the Deductible and 
Losses Not Covered by the Master Policy?
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Scenario 1
Hot water heater in unit 203 fails.  Heater 
was 2 years past the end of its service 
life.  The water discharged in unit 203 
damages the ceiling, walls & floor of unit 
103.  Cost of repair in unit 203 is $2,000 
and cost of repair in unit 103 is $8,000.  
Deductible under association’s  property 
policy is $10,000.  Unit 203 has HO-6 
policy with $1,000 of loss assessment 
coverage.  
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Basic Statutory Rules 
• Except to the extent provided by the 

declaration, each owner is responsible for 
maintenance, repair and replacement of the 
owner’s unit, and the association is responsible 
for maintenance, repair and replacement of the 
common elements.  

• Association’s insurance policy is primary if an 
owner has insurance that covers the same risk.   

• To the extent that any common expense is 
caused by misconduct of any unit owner, the 
association may assess that expense against 
the owner's unit.  
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Typical Declaration Provisions

a. is the responsibility of the individual unit owner 
where the damage results from a negligent or 
intentional action or omission by the owner or the 
owner’s family, servants, employees, agents, 
visitors or invitees. 

Most basic declaration form mirrors statute: owner must 
maintain unit; common expense caused by misconduct 
may be specially assessed, silent regarding deductible.

Enhanced but still common declaration provides that 
liability for damage within master policy deductible or 
uninsured under policy: 
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Typical Declaration Provisions

b. Is the responsibility of the individual unit owner 
where the damage results from the failure to 
maintain any appliance, equipment or fixture that the 
owner is responsible to maintain in good order and 
repair.

c. is the responsibility of the individual unit owner where 
the damage is limited solely to that owner’s unit or 
the limited common elements assigned to the unit.
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Typical Declaration Provisions

d. shall be pro-rated between the association and any 
involved owners in proportion to the relative amount 
of damage to the common elements and to each 
affected unit, unless a-c apply.  

e. Each unit owner is responsible for maintaining in 
good order, condition and repair all appliances, 
equipment and fixtures in the unit or serving only 
that unit, whether or not located within the unit 
boundaries.  
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Definitions
• Deductible is the amount the insured must 

pay towards the loss; it is deducted from the 
payout from the insurance company.  

• Uninsured amounts are costs that are not 
covered by insurance at all; this can be due 
to exclusions in the policy, the loss occurring 
before or after the policy period, or because 
the policy limits have been exhausted.
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Scenario 1 Analysis Under 
Typical Declaration Provisions 

Did the failure of the water heater in 203 result from 
the negligent or intentional act or omission of the 
unit owner?

• Negligence is the failure to exercise 
reasonable care under the circumstances

Did the failure of the water heater in 203 result from 
the failure of the unit owner to maintain appliance 
that the owner was obligated to maintain?

• Was unit owner obligated to maintain heater?
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Scenario 1 Analysis Under 
Typical Declaration Provisions 

• Did the failure of the water heater result from the 
owner’s failure to maintain it in good working 
order and repair?

Was the damage limited to unit 203?

Was there damage to common elements as well as 
units, triggering proration? 
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Typical Amendment

Unit owner is responsible for deductible/uninsured amount:

a. if the damage is caused by the act or neglect of the 
unit owner or the owner’s family, guests, etc.

b. if the loss originated in the owner’s unit, regardless of 
fault.

c. if the damage is due in whole or in part to a fixture, 
appliance, equipment or component which the unit 
owner is responsible for maintaining, repairing and/or 
replacing, regardless of fault on the part of the unit 
owner.  
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Scenario 1 Analysis Under 
Declaration Amendment 

a. Was there an act or neglect on the part of 
the unit owner?

b. Did the loss originate in the owner’s unit? 

c. Was the damage due to a fixture, appliance, 
equipment or component which the unit 
owner was responsible for maintaining?
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Scenario 1 Analysis: 
Declaration Amendment 

Under the amendment, therefore, the $10,000 cost of 
repair ($8,000 in unit 103 + $2,000 in unit 203) is 
chargeable to unit 203, because:

 The loss originated in unit 203

 The damage was “due to” the water heater in 
unit 203, which unit 203 was responsible for 
maintaining

 Amount of damage was within the deductible
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Scenario 2

Same facts as Scenario 1 except the 
damage to unit 103 is $40,000.

• Outcome under the original declaration: 
Assn pays the $10,000 deductible and 
insurer pays the remaining $30,000.  

• Outcome under the amendment: unit 203 
pays the $10,000 and the insurer pays the 
remaining $30,000.  
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Scenario 3 

Same as Scenario 2 except the owner of unit 203 
noticed a small leak around the water heater for 3 
weeks before the water heater failed, and did 
nothing to get it inspected or repaired.  

 Under original declaration, owner at fault 
(negligent omission to act) and responsible 
for the $10,000 deductible amount.  

 Under amendment, owner responsible 
regardless of fault.  
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Scenario 4 

The pipe in unit 203 that supplies water to the hot 
water heater has been slowly leaking in the wall 
cavity for months and dripping down into unit 103 
below.  Because the pipe is hidden, neither 203 nor 
103 notice it until mold appears on the wall in 103.  
An inspection reveals that the wall assembly and 
part of the subfloor of 103 have started to decay 
and must be replaced, at a cost of $50,000.  Who’s 
responsible?
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Scenario 4 Analysis
Under original declaration: 

• No negligent/intentional act or omission by 203 

• No failure to maintain equipment  

• Therefore, common expense chargeable to all 
owners according to their percentages.  

Under amendment: 

• Damage originated in unit 203

• Damage is due to equipment unit 203 is 
required to maintain

• Therefore, chargeable to unit 203
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Scenario 4 Wrinkle

Is loss covered under Assn policy?
• Maybe not: slow leak for months

If loss is not covered under Assn policy, who 
pays?

• Under original declaration $50K is a common 
expense chargeable to all owners. 

• Under amendment, the entire $50K is 
chargeable to unit 203.  
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Variant on Amendment 

Variant: unit owner responsible for any loss that 
originates in the owner’s unit or is due to 
equipment the owner is responsible to maintain, 
regardless of fault, capped at the amount of the 
deductible.

Under this variant, in Scenario 4 unit 203 would 
pay the first $10,000 (the deductible amount) and 
the balance of $40,000 would be a common 
expense charged to all unit owners.  
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Scenario 5 

Same as Scenario 1 except that the water 
heater causes the following damage:

 Damage to unit 203: $2,000

 Damage to unit 103: $8,000

 Damage to common element 
floor/ceiling between units: $6,000

 Total damage = $16,000
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Scenario 5 Analysis
Under original declaration: $10,000 deductible is 
prorated between the unit owners and Assn; and 
insurance company pays the remaining $6,000:

 Unit 203: 2/16 x $10,000 = $1,250

 Unit 103: 8/16 x $10,000 = $5,000

 Association: 6/16 x $10,000 = $3,750

Under amendment: unit 203 pays entire $10,000 
deductible because loss originated in that unit; 
insurance company pays remaining $6,000.  

21

Scenario 5 Analysis

Tip: when there is damage to common 
elements and units, have the contractor 
invoice separately or break down the 
cost of repairing the common elements 
and the units so there is a proper basis 
for prorating the deductible.   
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Scenario 6 
Unit 305 sets up a slackline on the roof of the 
building between two copper pipes that serve 
the building’s central air conditioning system.  
Owner does not request board permission 
and does not tell anyone.  Over time the 
slackline works loose one of the pipes, 
causing $15,000 damage to the AC system. 

Who is responsible for the repair cost and 
why?

23

Scenario 6 Analysis 
“To the extent that any common expense is caused 
by the misconduct of any unit owner, the 
association may assess that expense against the 
owner's unit.”  RCW 64.34.360(5)  

 Setting up slackline on common element roof 
without permission was misconduct.

 Setting it up between plumbing pipes was 
grossly negligent and misconduct. 

 Board “may” assess the owner of unit 305 
and the unit itself for the $15,000 repair cost.  
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Unit Owner Insurance

Many declarations require unit owners to obtain 
insurance on their units.  What do the policies cover?

• Dwelling

• Personal property

• Loss of use

• Liability

Will individual policy cover an owner required to pay 
the master policy deductible?
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HO-6 Policy Provisions

Coverage A (Dwelling) covers: 
• The unit, improvements and fixtures

• Limited common elements assigned to the unit

Coverage B (Contents) covers:
 Your “Stuff”
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HO-6 Policy Provisions
 Loss Assessment section covers:

 Loss assessment charged to unit owner for 
owner’s share of assessment for damage to 
common elements

 Has to be covered cause of loss 

 Typically limited to $1000 for any one loss 
unless additional limit bought up

 Watch out for Master Policy deductible 
limitations!

 Policy wording varies between carriers
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HO-6 Policy Provisions

 Loss of Use
 Covers costs to live offsite when a unit is 

uninhabitable after a loss

 One of the most overlooked coverages on 
the H0-6

 Can be a major expense to Homeowner 
after a claim
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HO-6 Policy Provisions

Perils insured against include:
 Damage from “accidental discharge or overflow 

of water” from plumbing or HVAC system or 
appliance

Damage to the insured unit covered?  Yes. 

If denied by adjuster, get Agent and possibly 
Attorney involved

Many coverage decisions get made out of 
state where condo laws and practices are 
different
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HO-6 Policy Exclusion

Policy excludes loss caused by:

• “Constant or repeated seepage or 
leakage of water . . . over a period of 14 
days or more”

• Scenario 4: slow leak for > 14 days

• Insurer has burden of proving exclusion 
applies
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Practice Tips
Can the association do anything to improve the 
chances that the loss chargeable to unit owner will 
be covered under the owner’s HO-6 policy?

 Does levying a special assessment against 
the unit help or hurt?

 If it is not treated as a special assessment, 
what should it be treated as?

Other suggestions for how Board can handle these 
claims?
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Working Together to Serve You

Locally and Nationally

www.WSCAI.org
425-778-6378

www.caionline.org
1-888-224-4321

CAI and the
Washington State Chapter of CAI
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