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AGENDA
Melanie Oyama Welcome & Introductions
Lance S. Fujisaki Do's & Don'ts of Construction Contracts
Rudy Savio Key Points On How Property, Directors & Officers Claims Are Processed

Andrew D. Chianese = Why Boards Get Sued & Steps To Avoid Lawsuits

Melanie Oyama Closing
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Mahalo

Milton Motooka Richard Ma

Motooka Oyama & Lau Presentation Resources

The materials and information provided in this educational effort is intended to provide general education
and information and is not a substitute for obtaining legal advice or other competent professional assistance
to address specific circumstances. The information contained in this presentation is not an office

al or binding interpretation, opinion or decision of the Hawaii Real Estate Commission (Commission) or the
Department of Commerce and Consumer Affairs

Additionally, the Commission’s CETF funding of this educational effort shall not be construed to constitute the
Commission’s approval or disapproval of the information and materials discussed in this educational effort;
the Commission’s warrant or representation of the accuracy, adequacy, completeness, and appropriateness
for any particular purpose of the information and or of any forms included in this educational effort; or the
Commission’s judgment of the value or merits of this educational effort.
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ASSOCIATIONS INSTITUTE

This webinar is pending approval by the Community Association Managers
International Certification Board (CAMICB) for 1.5 credit hours to fulfill
continuing education requirements for CMCA® certification.

INFO@CAIHAWAII.ORG

Our Speakers

Lance S. Fujisaki, born and raised in Honolulu, earned his
Bachelor of Arts from the University of California, Berkeley, and
his Juris Doctor from Hastings College of the Law, where he
served as a Technical Editor on the Hastings Law Journal. As a
partner at Anderson & Fujisaki LLP, he has been a member of the
Hawai'i State Bar Association and the American Bar Association
since 1986. Specializing in community association representation,
he provides counseling, contract negotiations, and documentation
for renovation projects, and has taught and written extensively on
legal matters.
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Our Speakers

Rudy Savio is the General Manager of Insurance Associates.
He was born and raised on Oahu and attended Star of the
Sea, Punahou and Santa Clara University, graduating with
a Bachelor's Degree in Finance in 2006. Since then, he has
been working in the insurance industry with a focus on
coverage for associations’ master policies as well unit owners’
personal HO6 policies. Rudy sits on two condo boards,
serving as the President of one board since 2020.

Our Speakers

Andrew D. Chianese is a Director at Torkildson Katz, A Law
Corporation, where he is a member of the litigation
department. His practice encompasses business litigation,
construction litigation, and real property and commercial
litigation. Throughout his career, Mr. Chianese has worked at
firms specializing in these areas, successfully counseling
individual clients and multinational corporations to achieve
favorable decisions and settlements in state and federal court,
as well as in mediation and arbitration proceedings.
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Do’s and Don'ts of Construction Contracts

Lance S. Fujisaki November 15, 2025
Anderson & Fujisaki LLP A Limited Liability Law Partnership 11/07/25

PART 1:
PRELIMINARY ISSUES

11/07/25
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Do: Discharge your fiduciary duty.
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Don’t: Procrastinate. Plan ahead and do your

homework by reviewing the governing documents
and HRS Chapter 514B.

Common Elements Owners jointly

Limited Common Elements Owners jointly, subject to easement
rights for individual owners

Apartments Individual apartment owners
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Significance of Categories of Project Components
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Relevant sections of HRS Chapter 514B
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Relevant sections of HRS Chapter 514B
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Relevant sections of HRS Chapter 514B
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Do: Consult with the Association’s legal counsel on
whether the work will involve common elements,
limited common elements or apartments.

https://www.courts.state.hi.us/wp-content/uploads/2016/06/CAAP-14-
0001379sdo.pdf

https://www.courts.state.hi.us/wp-content/uploads/2018/04/SCWC-15-0000744.pdf

11/07/25

Do: Consider whether amendments to the
governing documents are necessary to facilitate
the project, including financing.

11/07/25
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Don’t: Proceed with a project without owner
approval (if it is required).

Does the work require owner approval?
Are there spending limits in the governing documents
that apply to the project?

Are owner approval requirements in the
governing documents triggered by
alterations or additions?

Will some owners be directly affected by the work?

Do: Confirm that the cost of the work will be
assessed to owners properly.

COMMON LIMITED — ApARTMENT

ELEMENT COMMON \p1viDUAL

B S ENENT o UNERS

VARIES
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Do: Develop a plan to finance the work ahead
of time.

ASSESS  BORROW  RESERVES

SPENDING LIMITS

PART 2: OVERVIEW OF A CONSTRUCTION
PROJECT
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PART 2: OVERVIEW OF A CONSTRUCTION PROJECT
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PART 2: OVERVIEW OF A CONSTRUCTION PROJECT
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PART 2: OVERVIEW OF A CONSTRUCTION PROJECT

PART 37 STANDARD
FORM CONTRACTS
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Overview of an AlA Contract
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Do: Use AlA standard forms of contracts.
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AIA Standard Forms
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The Agreement
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The General Conditions
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The General Conditions
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Other Forms of Agreement
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Benefits of AIA standard forms
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The Drawings & Specifications
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The Drawings & Specifications
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Do: Have your Association attorney review all
construction contracts.

Generally, all contracts should be reviewed by legal counsel. Even small contracts can significantly
affect the Association adversely.

Your association may have contracts that (1) will not expose the Association to risk of bodily
injury, property damage or financial risk, (2) are short in duration, (3) are limited in scope, and
(4) that involve amounts that are insignificant relative to the Association’s budget. Probably very
few contracts meet these criteria. These contracts may not need legal review.

Although all contracts should be reviewed by your attorney, on small contracts, it is perfectly fine
for the Board to ask the attorney to spend not more than a specified amount of time to review
and report in writing or orally on obvious or major problems. The attorney should be able to spot
major issues without investing a lot of time. In this way, the Board can economically protect the
Association from major issues.
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Do: Consult with the Association’s insurance
agent.

Be sure to consult with your association insurance agent on the recommended levels and
types of coverage that the contractor should maintain. The insurance requirements are
usually set forth in a separate exhibit.

Inform the insurance agent of the details of the project. If the project entails shipping
millions of dollars of equipment from the mainland or overseas, disclose that to the insurance
agent. The association may be deemed to own the equipment upon payment, even while in
transit. If the equipment is lost before it arrives at the project or is installed, it may not be
insured under the association’s property insurance program.

11/07/25
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Do: Inquire about special insurance
coverages.

Builder’s Risk Insurance

Ask your insurance agent about builder’s risk insurance. Builder’s risk insurance provides
coverage for goods lost or damaged while in transit across inland waterways, or overland by
train, truck, or plane. Builder’s risk insurance follows the goods as they move rather than
insuring property in a fixed location on a particular parcel of real estate. It can provide
broader coverage for losses occurring during construction than most permanent property
policies. Builder’s risk insurance typically provides coverage on property that is destined to
be included in the project, while in storage at the construction site, while in offsite storage,
and while in transit.

Pollution Liability Insurance

Most contractors do not carry this insurance. However, it may be necessary if the work
involves removal or handling of hazardous materials, or if the work involves ri1s1l%s7/2tso the
environment.

Do: Inquire about special insurance
coverages.

Professional Liability Insurance

Most contractors do not carry professional liability insurance. However, if the work requires
the contractor to provide design professional services, the contractor should provide
professional liability coverage.

11/07/25




Do: Require performance and payment bonds

Performance bonds are issued by sureties. A surety is like a guarantor and is typically an
insurance company. The surety agrees to pay for the performance of a contract if the
Contractor defaults in the performance of the contract. A payment bond is an agreement in
which the surety assures the obligee (the association) that the persons providing labor,
materials and equipment to the project will be paid by the principal/Contractor. In many
Cﬁses, Association governing documents require Boards to procure bonds for improvements to
the project.

If the Contractor fails to provide bonds and fails to perform the work or pay subcontractors or
suppliers, the association may have very little recourse against the Contractor if it is
judgment proof. While a bond will not provide the association a complete guarantee of
performance, it will provide the association with substantial protection in the event of a
problem. If the Contractor fails to perform, the association may have no effective recourse.
It is a business decision for the Board whether to require bonds.
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Final Tips
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Final Tips

CONCLUSION
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Property and D&O Claims

How are They Processed?

Presented by:

Rudy Savio, General Manager of Insurance Associates
November 2025 11/07/25

Agenda

» Claim Terminology

» Property Claims

» Master Policy & HO6

» Property Claim Process
» Liability Claims

» D&O Claims

11/07/25
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Claims Terminology

»Insured
»Who or what are we covering?

»Date of Loss
»When did the loss occur?

»Coverage
»Is the loss covered or excluded?

Property Claims

Policy asks three questions:

» Insured:
» Is the Damaged Property Covered by the Policy?

»Date of Loss:

» Did the loss occur during the policy Term?

» Coverage:
» Was the damage caused by a covered peril?

26
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Property Claims: Covered Perils

» Master property policy covers the building
as originally built for:

» Fire » Water overflow

» Lightning sudden and

» Windstorm accidental from a
domestic plumbing

» Vehicle Damage
» Hail
» Collapse

system

Property Claims:
Exclusions

» Hurricane/Named Storm

» Earth Movement

» Flooding

» Tsunami
»Storm Surge
»Mother Nature

27
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Types of Property Policies in Condos

» HO6 - Coverage for condo unit owners
whether you live in it or rent it out

» Master Condo Policy

11/07/25

HO6- Condo Unit Owners Policy

» Dwelling or Building (Coverage A)
» Covers the AOAO Deductible

» Covers the upgrades and improvements made by
the current or previous owner(s)

» Contents or Personal Property (Coverage C)
» Covers the contents in the unit (furniture, TV, etc)
» Loss of Use (Coverage D)
» Covers costs to stay elsewhere or Rental Income
» Personal Liability (Coverage E)

Does not cover “as built”

11/07/25
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Master Condo Property Policy

» Covers the building as built
» per your Governing Documents

» Covers the AOAO Business Personal Property

» Covers the RM’s unit, including upgrades
» If owned by Association

Does not cover upgrades in units.

11/07/25

Your Personal HO6:

» Does not pay for extraction, drying or
repairing the damage to the “as built”
of the condo

» Does pay for damage to upgrades
made by current or previous owner(s)

» Does pay for damage to contents and
the cost to live elsewhere

» Does pay for the AOAO deductible

11/07/25
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Now You Have a Claim...

Kitchen Fire? Water Damage?

Master Policy:
» Does cover extraction and drying of unit

» Does pay for repairs to the as built

» Does cover the smoke damage to the
building, units and hallways

11/07/25

Now You Have a Claim...Step 1
Stop the cause of the damage

» Shut the water off

» Ice maker, Toilet Valve, Building Main Line

» Fire or Smoke
» Call the fire department

» Slip & Fall
» Take a picture of the area and then fix the cause:
» Raised walkway
» Hole in ground

11/07/25

» Moss on walkway, etc.

30
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INSURANCE CLAIMS POLICY
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Now You Have a Claim...Step

Write up an Incident
» Date and Time of Loss

» State cause and what unit it

» Names, unit numbers and contact info for all

affected.

» More details better than less

Report (IR)

came from

11/07/25
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Incident Report
Regport Data Report i By
Date of Occurrence: Time: AM / PM

Incident Type: O Fire O Theft O Water Leak O Vandabsm O 1tilities T Other
Units Involved [if applicable).

AUnit # Owner Nama Owner Phone # Insurance Info
(if available)

Attach additioral page i more units are ivolved

Describe the wcident in datail

Reported To Date: Tima

Ware personal injurkes Involved? O Yes T No  Ifyes describe

11/07/25

Now You Have a Claim...Step 3

Remind Owners to file an HO6 Claim

» HO6 Adjuster needs to get involved
sooner than later

» Covers upgrades, contents, loss of use
and Master Policy deductible

11/07/25
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Now You Have a Claim...Step 4

Send IR to Master Policy Agent
»Even if below the deductible

»May need to report after the fact

Now You Have a Claim...Step 5

Cooperate
»Adjusters may need help

»Access to Units
»Governing docs required

» Typical Timeline: 4-6 weeks to
claim closure & payment

33
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Now You Have a Claim...Step 6

Payment & Assessment Letter
» Master Policy Claim Payment sent to Property Manager

» Email the agent for help dividing funds between
affected unit owners

» Deductible paid one of three ways under HRS 514B
» By Association (common expense)
» Causative owner
» Split amongst owners receiving proceeds from the claim

» Some HO6 Carriers Require Assessment Letter to pay
the Master Policy Deductible

11/07/25

Statement of Loss

Coverage & Detail RCV Depreciation ACV

Building

Unit 234

Mitigation (Rambow International) $ S61.06 S - S 561.06
As Built Repairs (Engle Martin) $ 285166 S 97451 S 1.877.15
Subtotal $ 341272 S 97451 § 243821
Unit 236

Mitigation (MDD Restoration) $ 7.686.03 S - S 7.686.03
As Built Repairs (Engle Martin) $ 1827218 8§ 275441 S 1551777
Subtotal $ 2595821 § 275441 S 2320380
Unit 238

Mitigation (Serv Pro) $ 1.84029 S - S 1.840.29
As Built Repairs (Engle Martin) $ 325471 S 37279 $ 288192
Subtotal $ 509500 S 37279 § 472221
Claim Subtotal § 3446593 S 4101.71 & 30.364.22
Less Deductible $  15.000.00 S 150000825
Total $  19,465.93 §  15364.22
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Fire Claims

. » Marco Polo is Largest at
$73,000,000+ paid by
Property Policy alone

» Four fatalities

» Liability, D&O and Umbrella
all paid out Policy Limits

» Sprinklered Building Fire
Claim the same week as
Marco Polo paid $175,000

11/07/25

CAUTION
ET FLOOY

Liability Claims

» Master liability policy covers the
common and limited common areas

» Covers bodily injury or property
damage to third parties

» Slip and fall in the common area
» Drowning in the Association pool

» Gate or falling tree limb
damages a car

35
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Basic D&O Terminology

Insured
» Employees
»Board Members
»Volunteers

»Property Manager while acting on the
association’s behalf

*Disclaimer: Policy language differs. Refer to your policy’s definitions.
11/07/25

Basic D&O Terminology
Wrongful Acts

» Any actual or alleged act, error, omission,
misstatement, misleading statement, breach of
duty or neglect.

*Disclaimer: Policy language differs. Refer to your policy’s definitions.

36
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Basic D&O Terminology

Claim

»Written demand for monetary damages or
non-monetary relief

» Civil proceeding commenced by service of
complaint or similar proceeding

»Criminal proceeding commenced by filing of
charges

*Disclaimer: Policy language differs. Refer to your policy’s definitionsi/o7/2s

Basic D&O Terminology

Claim (Continued)

»Formal proceeding, commenced by a filing of a
notice of charges, service of summons or
similar document

»Arbitration, mediation, or similar dispute

*Disclaimer: Policy language differs. Refer to your policy’s definitions.
11/07/25
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Basic D&O Terminology

Claims Made Coverage

» Unlike Occurrence based Property and General
Liability policies, D&O coverage is triggered
when a Claim is Made against the insured
regardless of when the Wrongful Act took place.

Example:
Wrongful Act Claim
l Made l
! ! !

1/1/2024 % 1/1/2025 1/1/2026
11/07/25

D&O Claims

Most Common D&O Claims in Hawai’i
» Wrongful Foreclosure
»Breach of Fiduciary Duty
» Improper Assessments
»Breach of Contract
»ADA/Discrimination

38
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D&O Claims Data

Claim Statistics
»Nationally: $30,000-40,000
»Hawai’i: $50,000 - $75,000

»Hawai’i was one of Travelers’ worst
performing States with an estimated 275%
Loss Ratio

»Hawai’i was CNA’s worst performing State

11/07/25

Summary

» Property Policy pays to rebuild the building at today’s
replacement cost in case it is damaged by a covered peril.

» Liability Policy pays for bodily injury or property damage
to third parties.

» D&O Policy defends the directors and officers against
charges of actual or alleged wrongful acts.

» Umbrella Policy provide additional liability protection in
case the loss exceeds the limits available on the underlying
policies.

11/07/25
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Best Way for Claim Happiness...
Do not have claims ©

» Maintain Your Building & Mitigate Risks
» Follow Your Reserve Study
» Show up and listen with an open mind

» Make Business Decisions based on the best interests
of the Association

» Leave your personal gripes at the door
» Avoid lawsuits against the association!!

» You are suing yourself and will pay higher insurance
premiums for years to come!

11/07/25

All Pau ©

Mahalo!

11/07/25
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Mahalo and Aloha

Thank you to our speakers and to everyone who joined us today.
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2025 Calendar of Events
February*: “Meetings, Meetings, and More Meetings, Oh My” — Kanani Kaopua & Nikki Loh

March 6*: “Major Project Management” — Sue Savio & Bernie Briones

April 19%: “Condorama XIV” — Milton Motooka & Wes Brum

May 29*: “Where’s the Money — Association Funding” — Anne Anderson & Melanie Oyama

June 14, 21*: “Board Leadership Development” — Keven Whalen & Melanie Oyama

July 17*: Legislative Action Committee — “2025 Legislative Update” — Phil Nerney

August 21*: “Mixed Plate” — Nikki Sen & Stephanie Poree

September 25*: “Owner Rights, Board Rights, and Association Rights” — Chris Goodwin & Sue Savio
October 23*: “EV, Fires, and Sprinklers” - Bernie Briones

November 15*: "Condorama XV — Milton Motooka & Wes Brum"
*This seminar or educational presentation is entirely or partly funded by funds from the Condominium Education Trust Fund (CETF), for condominium unit owners whose
associations are registered with the Real Estate Commission. The CETF is administered by the Real Estate Commission which is attached to the Department of Commerce
and Consumer/Affairs, State of Hawaii, through the Professional and Vocational Licensing Division
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