
other layer of protection that provides 
additional coverage limits over the 
General Liability Policy, the Workers 
Compensation/Employers’ Liability 
Policy (for those that have association 
employees) and on some D&O pol-
icies but not all, so it is best to check 
with your insurer. 

The increasing number of liability 

managers and property management 
fi rms.  

• General Liability Policy pro-
vides coverage for bodily injury, per-
sonal injury and property damage that 
occur within the premises as caused by 
the community association’s opera-
tions or negligence. 

• Umbrella Liability Policy is an-

Social infl ation is one of the lat-
est buzz terms in the insurance 
industry, and it has insurers 
worried. 

As an insurance consumer, maybe 
you should be worried, too. 

Social infl ation describes the phe-
nomenon of rising insurance claim 
costs because of a broadening defi ni-
tion by society and juries as to what 
is covered by insurance policies. As 
a concept, social infl ation is nothing 
new—it has been around since the 
mid-1970s—but we are seeing a resur-
gence sparked by the global pandemic, 
the global fi nancial crisis and ever-wid-
ening income inequality. 

Social infl ation has been blamed 
for driving up insurance claim pay-
ments and is deemed one of the major 
factors contributing to the hard in-
surance market—we are seeing higher 
insurance premiums, diminished 
capacity and decreased availability of 
insurance coverage. 

In a hard insurance market, insur-
ance companies become more conser-
vative and stricter with their under-
writing guidelines, and we are faced 
with more questions and requirements 
from underwriters, a more thorough 
and longer review of applications and 
renewals, as well as fewer insurance 
companies writing coverage.

For community associations, the 
policies that are directly negatively 
impacted by social infl ation are: 

• Directors’ and Officers’ Liabil-
ity Policy (D&O), which is errors and 
omissions coverage for the community 
association’s board of directors and 
offi  cers. It also extends to trustees, 
employees of the association, com-
mittee members, volunteers, property 

Why Social Infl ation Has 
Insurers Worried
It’s a major contributor to the hard insurance market
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claims combined with nuclear verdicts 
or exceptionally high jury awards 
mean an increase in the insurance 
companies’ defense and litigation 
costs that impact claim payouts, loss 
ratios and ultimately how much poli-
cyholders pay for coverage. 

While individually we may not 
be able to do anything about social 
inflation since it reflects a complex set 
of interacting socio-economic, insti-
tutional and behavioral factors that 
change over time, there are things we 
can do to take care of our side of the 
fence and keep down the costs of our 
liability insurance. 

For community association boards 
and board members some of the best 
practices to avoid potential lawsuits 
and D&O claims include:

• Know and follow the rules: To 
enforce the rules, board members 
must know the rules and adhere to the 
community association bylaws and 
governing documents when it comes 
to managing the association. 

• Operate like a business: Things 
can get personal when dealing with 
peoples’ homes, so adhering to parlia-
mentary procedures in Robert’s Rules 
of Order when conducting a meeting is 
a way to keep emotions and personal-
ity conflicts from getting in the way of 
effectively governing the association. 

• Keep good records: Maintain 
accurate records of meeting minutes, 
financial records and complaint logs. 
Accurate records are the best defense 
against challenges to the board’s deci-
sions and actions. 

In the general liability area, the key 
is identifying the risks and hazards 
in common areas and implementing 
procedures and safety measures to 
minimize these hazards from causing 
bodily injury or damage to other peo-
ple’s property.  

While it is impossible to know how 
long this current phase of the hard 
insurance market cycle will last, we 
know that the wheel will eventually 
turn, and the benefits of a soft market 

will return. Most community asso-
ciations, however, cannot afford to 
simply wait out the cycle. In these very 
tough times, it is critical for associa-
tion boards, managers and fiduciaries 
to be proactive and to have heightened 
awareness of how to protect their 
associations from risks that result in 
financial losses and additional legal 
obligations. 

Being proactive means staying ahead 
of the curve and taking control of the 
situation rather than letting the situa-
tion control you. Y

Elaine Panlilio is an account executive 
in the AOAO unit at Atlas Insurance 
Agency, with 16 years of insurance 
experience. She holds the Certified 
Risk Manager, Certified Insurance 
Counselor and Certified Insurance 
Service Representative professional 
designations from the National  
Alliance of Insurance Education  
and Research. (808) 533-8766 or 
epanlilio@atlasinsurance.com
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BEFORE AFTER

Structural Liners

6” Cast Iron Drain Line Before & After Epoxy LinedMauna Kea Resort
Epoxy Lined  2"- 8” Cast Iron Drain Lines Waikoloa, HI

Why Replace? Our patented technology creates a new pipe within the original pipe restoring it to a “better than new” condition for a long-
term solution—without digging or tearing up walls, ceilings or fl oors. 50-year life expectancy. Certifi ed Green Technologies, NSF 61 certifi ed.
Used in host pipes consisting of copper, clay, concrete metal, iron, clay, concrete, metal, iron, steel, PVC, and fi berglass. Pipe diameter 
applications range from 1/2” to 12”. Applicable use in the following piping systems, in any infrastructure, in every market sector:
•  Potable hot & cold drinking water lines
• Potable water distribution mains
• Industrial pressure applications
• Compressed air systems

• Hydronic systems (air & water)
• Heating and cooling lines
•  Natural gas & petroleum product lines
• Electrical conduit

• Storm drains
• Rain & roof leaders
• Drain & sewer lines
• Vertical & vent stacks

TRENCHLESS PIPE REPAIR   INDUSTRIAL
RESIDENTIAL   COMMERCIAL

Fix Your Pipes from the Inside 
Half the Cost of Pipe Replacement!

3” Water Main Before & After Epoxy Coated

BEFORE AFTER

Epoxy Coatings

Oahu ~ 808-426-7924  |  www.nuflowsp.com

Big Island ~ 808-452-1437  |  info@nuflowsp.com

Nu Flow South Pacifi c 
Ride the Nu Flow Wave

Join our  Ohana ~  Club Pearl  -   Mauna Kea Resort  -  US Navy -  Mauna Lani  Condos
Universi ty  of  Hawaii  -  Kona Bi l l f isher  -  Hapuna at  Mauna Kea


