
 
 

 
 

PROPERTY MANAGER CLAIM SCENARIOS 
. 
 
A property manager is aware of an incident, such as a slip and fall.  He does not report this incident to 
the buildings insurance carrier, as the person got up, brushes themselves off and walked away.  A few 
months later, a lawsuit is received.  The insurance carrier for the building declines for late notice.  The 
owner of the building in turn sues the property manager. 
 
A property owner brought suit against the property manager of a retail location for lost income, alleging 
the property manager failed to provide an adequate level of service.  The property owner charged that 
the property routinely has an insufficient number of security personnel and parking lot attendants on 
the premises and that the property manager was negligent in maintaining the exterior of the building 
and parking lot. 
 
During the course of the sale of a commercial property, a title agent reported over $300,000 in liens 
against the property placed by local officials for unpaid fines for repeated safety violations. Upon 
investigation, it was discovered that an employee of the property manager was discarding the safety 
inspection reports issued by local officials and ignored the cited violations and accumulating fines.  
The property manager was able to resolve the code violations while local officials agreed to reduce the 
fines.  The owner was able to recover the value of the fines and related damages from the property 
manager. 
 
Suit was brought against a residential property manager for the alleged failure to pay interest to 
tenants in a timely fashion at the appropriate rate, failure to disclose certain local code violations and 
failure to advise tenants of specific local regulations.  As there were numerous tenant plaintiffs, the suit 
was styled as a class action and incurred defense costs even though most of the allegations were 
eventually dismissed. 
 
Suit was brought against a residential property manager by the property owner alleging breach of 
contract with respect to numerous duties, including the failure to maintain an acceptable level of active 
leases, failure to collect and forward security deposits and rental income, failure to maintain adequate 
expense records, failure to pay vendors in a timely fashion and failure to supervise on-site personnel.  
Damages including lost revenues and expenses incurred as a result of the alleged breaches. 
 
A property manager was sued, along with the former property owners, for misrepresentations made to 
the new property owners, during the purchased process.  Allegations included the omission of 
allegedly known facts regarding the condition of the property, as well as inaccurate representations 
regarding the status of future maintenance and repairs.  The new property owners sought restitution 
for the diminished property value and loss of rental income. 
 
A property manager sub-contracted a janitorial service to clean a tenant’s premises that had an 
Automated Teller Machine on-site.  The janitorial service had access to the secure area from which 
the ATM could be serviced, and failed to turn the alarm back on after cleaning the area.  An 
undetected burglary occurred and the owner of the ATM mad a claim against the property manager 
alleging the property manager failed to supervise the sub-contractor and failed to use due diligence in 
the selection of the sub-contractor. 
 



 

 
 

 

PROPERTY MANAGER CLAIM SCENARIOS  -  CONTINUED 
. 

 
A property manager was contracted by a policy owner to manage a strip mall.  Several tenants refused 
to renew their leases and moved their stores to competing mall properties in the local area, citing the 
condition of the sidewalks and general disrepair of the building exterior as the reason for relocating.  
The property owner brought suit against the property manager for negligence and breach of contract, 
alleging that the property manager was aware of the maintenance issues and did not undertake 
reasonable efforts to correct the problems.  Damages sought include the loss of rental income and the 
vacated leases as well as expenses incurred to acquire new tenants. 
 
A property manager fails to place insurance or fails to renew coverage on a location only to see a 
claim result. 
 
A property manager fails to obtain certificates of insurance from contractors for Work Comp, resulting 
in the building being liable for additional premium for hiring uninsured contractors. 
 
A property manager mishandles accounting and financial matters, resulting in penalties, cancellation of 
service, or fines 
 
A property manager exceeds the authority under the contract they have with the building by making 
decisions without a board or owner’s permission such as hiring a contractor, purchasing equipment 
etc. 
 
A property manager fires an employee of a building and is sued for discrimination 
 
A property manager is sued for Wrongful Eviction, Invasion of Privacy or Wrongful Entry 



 

 
 
 

REAL ESTATE  
MANAGEMENT LIABILITY CHECKLIST 

 
Property Managers Errors and Omissions Coverage primarily for Fee Based Property 
Managers. This coverage can address situations from exceeding authority under management contract 
to mishandling of financial matters. Other scenarios can include claims for wrongfull eviction, failure to 
place proper insurance coverage and failing to act timely when a situation is brought to their attention. 
Property Managers with ownership interest can also be protected depending on percentage of 
ownership. 

 
Employment Practices Liability Coverage including Third Party Coverage. This coverage 
primarily addresses situations involving allegations brought by employees regarding Wrongfull 
Termination, Sexual Harassment and Discrimination. Coverage can be extended to allegations involving 
outside third parties for Sexual Harassment and Discrimination. Can also provide for allegations brought 
by employees of the ownership entity against the outside fee property manager. 

 
Tenant Discrimination Coverage. Provides coverage for allegations brought about by tenants or 
prospective tenants regarding acts of discrimination. This can involve scenarios involving denial of 
access to view apartments, false information provided, higher rents or deposits and “steering” showing 
units based on race, creed, color etc. It is extremely easy for a tenant to file a complaint via online or in 
writing. 

 
Business Services Bond. Provides coverage for allegations of damage or theft of tenants property 
by owners or managers employees upon entering a unit. It is common for maintenance employees to 
enter a unit for miscellaneous repairs while the tenant is is not present. This can involve both litigation 
and cost to replace damaged or stolen property.  

 
Employee Dishonesty including Third Party Coverage. Provides coverage for loss of insureds 
property as a result of a dishonest act by an employee. This can involve situations of theft of property, 
theft of money and securities and forgery and alteration. This coverage can also be extended to third 
party funds of others a common exposure for fee management companies.  

 
Lost or Stolen Master Key Coverage. In the event of lost or stolen master keys this will provide 
coverage for the expense to re-key the related locks in the property. A common exposure with 
terminated or discharged employees. 

 
Computer Fraud Coverage. Provides coverage for the dishonest transfer of insureds funds by an 
outside third party or employee. With today’s technology and online banking this is an ever emerging 
exposure. 

 
Security Guard Liability Coverage. Provides coverage for any Acts, Errors or Omissions occurring 
in the performance of their professional duties. Their can be an exposure for both property owner and 
manager regardless if services are outsourced or directly employed. 

 
Directors and Officers Liability Coverage. Provides coverage for liability of corporate board 
members or officers arising out of their actions for decisions pertaining to their management duties of the 
corporation. Insures the personal assets of board members and officers along with corporate assets.  

 
 







 
 
 

 
 
 

REAL ESTATE AND MULTIFAMILY 
COMMON COVERAGE ISSUES 

. 
Many property forms can have some form of a Coinsurance Clause of 80% 90% or even 100%.  This 
requirement forces you to maintain a property limit on the policy that is at least equal to that percentage 
of what the insurance carrier determines is replacement cost at the time of loss. In the event you have 
failed to do this you will participate in the loss based on their determination of how underinsured you 
are.  
 
Building Ordinance and Law Coverage is required to address any required property code upgrades 
as a result of a covered cause of loss. This would include loss of the undamaged portion of the 
property, demolition and debris removal and increased costs to bring the property to code. No Building 
Ordinance and Law is provided on an Actual Cash Value Settlement only Replacement Cost.  
 
Debris Removal is generally subject to a percentage of loss and sublimit and does not include removal 
for property of others.  
 
Flood Coverage including surface water is excluded for all property located within a high hazard flood 
zone (ei zone A and AE) but can also be restricted or limited if any part of the parcel is in whole or in 
part in the high hazard zone.  
 
Vacancy Limitation reduces coverages if the building is vacant 70% or more or not used for 
customary operations. Buildings under renovation are not considered vacant.  
 
Outdoor and Underground property is only provided Specified Perils Coverage and not All Risk. 
Many times this can also be excluded as covered property. (ie Swimming pools, retaining walls, 
roadways, walks, underground pipes)  
 
Off Premises Utility Failure to include loss of overhead transmission lines and loss of water is 
excluded if the loss causes either direct damage to the property or loss of income.  
 
Business Income ceases when renovation of damaged property is complete with a small extended 
period of indemnity of 30 to 60 days for additional reduced income.  
 
Most Apartment Community policies limit construction operations to minor renovation and rehab of 
owned properties excluding construction for others.  
 
Environmental Hazards such as Lead, Asbestos, EIFS and Mold are excluded on both the Property 
(Clean up & Remediation) and General Liability (Third Party Suits)  
 
All Professional Liability is excluded under the General Liability to include Property Managers Errors 
& Omissions.  
 
 
 
 



 
 

 
 

 

REAL ESTATE AND MULTI FAMILY 
COMMON COVERAGES ISSUES  -  CONTINUED 

. 
 
 
Tenant and outside Third Party Discrimination including Sexual Harassment is excluded under the 
General Liability.  
 
Employment Practices Liability Coverage is excluded to include Sexual Harassment, Wrongful 
Termination and Discrimination.  
 
Crime Coverages are excluded to include Employee Dishonesty (including third party funds), Theft of 
Money & Securities, Forgery & Alteration, Computer Fraud, Funds Transfer and Theft of Tenants 
Property by Employees.  
 
Operation of Golf Carts can be either excluded or limited for both physical damage and liability. This 
can be very problematic specifically when transporting tenants or third parties and causing damage to 
other property.  
 
Security Guard Professional Liability is generally excluded although their some minimal exposures 
picked up under the general liability and personal injury. 
 
Cyber (Technology) Liability is generally excluded to include privacy and security issues (confidential 
information) and liability from operations of your website.  
 
Most policies limit both the property but especially the general liability to the scheduled or designated 
premises. Property owner needs to identify any off premises exposures especially in management of 
fee based non-owned properties are involved.  
 
Most coverage forms exclude interior damage to a building or contents within from “Wind Driven Rain” 
unless the exterior of the building is damaged first by a covered cause of loss first and then water 
subsequently ensues. This exclusion is usually found under “Limitations” in a Special Causes of Loss 
Form.  
 
Generally in most property forms if you elect not to replace or rebuild damaged property you are only 
entitled to an Actual Cash Value (depreciated) settlement in lieu of Replacement Cost (replacement of 
like kind and quality). Some carriers will allow you to rebuild elsewhere or purchase a property of similar 
profile and still offer a replacement cost settlement.  
 
Some carriers utilize a Margin Clause with respects to the replacement of damaged building, contents 
and business income. In spite that the coverage provided is blanket and replacement cost the carrier 
may limit you to a certain percentage (110% 125% etc) of the stated value of the property on file with the 
carrier or on the statement of values. Generally the building must be damaged in its entirety for this 
clause to trigger.  
 
The Pairs, Sets and Parts limitation in a policy can be problematic especially in a situation where the 
loss affects the exterior of the building. The insurance companies obligation is to only repair the 
damaged property but subsequently can result in a matching issue with the undamaged like property (ie 
roofs, siding, brick).  


