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[This document is designed to serve as a handbook providing step-by-step guidance to
homeowners as they establish and manage homeowners' associations (HOA) in Georgia. It also
is designed to serve as a useful reference for municipal government officials responsible for
overseeing and encouraging residents to establish HOAs within their municipalities. Residents
living in neighborhoods may also use this as a guide to create Neighborhood Associations, not
yet defined by Georgian Law, to serve the same purpose of HOAs to manage the jointly owned
property within their communities.]
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INTRODUCTION

The widespread privatization of apartments and houses throughout Georgia since the 1990s has
provided significant opportunities for personal home ownership for Georgians. However, it also
has placed a tremendous responsibility on homeowners to manage and maintain their homes.
While homeowners may well be aware of their rights related to owning private property, they
have limited understanding of their responsibilities to manage and maintain common property
that they own jointly with their neighbors. Properly managed and maintained common property
positively affects the market value of apartments, apartment buildings, houses, and
neighborhoods, as well as the well-being of the community living there.

Georgian law requires all owners of privatized apartments to create a homeowners’ association
within their building that will be responsible for managing, developing, and maintaining
common property so that the building is safe, and doesn’t fall into disrepair or become
uninhabitable. The most effective way in Georgia to avoid deterioration of buildings and
neighborhoods is to create an active Homeowners’ Association (HOA) as defined by Georgian
Homeowners’ Association Law.

This handbook is designed to provide step-by-step guidance to homeowners as they establish and
manage their HOAs. It also is designed to serve as a useful reference for municipal government
officials responsible for overseeing and encouraging residents to establish HOAs within their
municipalities. Residents living in neighborhoods may also use this as a guide to create
Neighborhood Associations not yet defined by Georgian Law to serve the same purpose of
HOAs to manage the jointly owned property within their communities.

This handbook consists of three sections:

= Tasks required to establish and register an HOA;
= Guidance on how to manage an HOA,; and
= Case Studies and sample templates.

Oftentimes, it is difficult for those new to the responsibility of management to envision the
benefits of an HOA. It involves communicating and collaborating with your neighbors to work in
a unified manner to improve your lives. To illustrate the possibilities of HOAs and how they can
benefit homeowners, we provide a few case studies from Georgia and Eastern Europe in annexes
8 and 11 to serve as examples of well-functioning HOAs.

To assist leadership as they start the process of developing an HOA, we provide ready-to-use
templates to be a starting point for HOAs to develop their own action plan, charter, General
Assembly agendas, and public notices. These templates are supported by examples that are
designed to help an HOA get started.



This HOA handbook was made possible with support from the U.S. Agency for International
Development (USAID) through its assistance with the New Economic Opportunities (NEO)
Initiative. While one of the goals of the NEO project is to ensure the sustainability of the housing
of internally displaced persons (IDP) rehabilitated with U.S. government assistance, this
handbook does not distinguish between IDP’s and regular housing units; the guidance provided
in the handbook may be applied equally for any type of housing structure, regardless of the
personal registration status of the residents. We extend special thanks to the team who helped to
develop this manual, most importantly Jaroslava Zapletalova, an internationally recognized
leader on homeowner association development from Slovakia who brings almost 20 years of
highly applicable regional experience to this exercise. Nana Sharia from Charity Humanitarian
Center “Abkhazeti” (CHCA) provided hands-on experience creating HOAs in Georgia. Marika
Shioshvili, Director of IDP Housing on the NEO Project, and Renee Hendley, Senior Research
Scientist from NORC at the University of Chicago provided leadership and organization. And
Beka Mikautadze, Head of Secretariat at the Parliament of Georgia, provided encouragement and
helpful advice based on his many years dedicated to working with HOAs and helping the
Georgian government to develop the legal framework for HOAs.



CHAPTER 1
TASKS REQUIRED TO ESTABLISH AND REGISTER HOA

This section provides step-by-step guidelines that homeowners may follow to successfully
establish a homeowners’ association (HOA) in Georgia. The tasks are first summarized in the
table so it is clear what the major tasks are, and then each task is fully explained in the
subsections below.

Prepare for first General Assembly

- Establish planning committee
1 - Engage community homeowners
- Draft HOA Charter
- Recruit HOA chairperson and board
- Arrange logistics

2 Develop HOA Charter

Convene first General Assembly

3 - Elect chairperson and secretary for the first General Assembly
- Elect HOA chairperson and board
- Adopt HOA Charter
- Prepare and approve HOA General Assembly minutes

4 Register HOA

PREPARE FOR FIRST GENERAL ASSEMBLY

Establishing an HOA represents one of the most effective legal platforms available to
homeowners in Georgia, allowing them to improve their living conditions and effectively
manage and maintain jointly-owned property (often called common property). The highest level
of decision making among HOAs is done at General Assembly meetings of homeowners.

The first General Assembly meeting is the most important of all the HOA General Assembly
meetings primarily because it serves as the basis of establishing the HOA. The key objectives of
the first General Assembly are to agree on establishing an HOA; adopt a Charter; elect a
chairperson and board members; and complete all other requirements to establish the HOA. To
accomplish these tasks, it is very important that residents arrive at the General Assembly
adequately prepared to actively participate and make decisions at the first General Assembly.

Here are some examples of what it means to be adequately prepared:



Informed homeowners and residents. When homeowners and residents convene the
first General Assembly, they need to know what an HOA is conceptually and their
responsibilities as members of an established HOA.

Chairperson. Homeowners should be aware that the first General Assembly is where
they will elect a chairperson from a group of candidates. At the first General Assembly,
candidates will have had an opportunity to present their ideas on how they plan to
improve the community and represent the HOA. Ideally, homeowners will have a choice
among several candidates when they vote, since competition tends to reflect positively on
the future of HOAs.

Board candidates. Homeowners should also consider nominating and electing an
advisory board to help and advise the chairperson throughout his/her term; candidates for
these advisory role positions do not need to make a presentation, but their credentials
should be shared with homeowners so they have an a better idea of their background and
experience, and can make an informed decision when they vote. Examples of board
members include Secretary, Treasurer, Service Manager, Construction and Maintenance
Advisor, and Communication Advisor.

HOA Charter. Homeowners should be aware that they will need to develop a written
Charter that outlines what the HOA can do and how much authority the chairperson has
to make decisions. Note that the scope and authority of the HOA may also be included in
the minutes of the first General Assembly. Members may decide among themselves to
develop a unique Charter or to use the provisions provided in Chapter V of the Georgia
Homeowners’ Association Law. If the HOA decides to use what is written in Chapter V,
it is advisable that they tailor it so that it is applicable to their community.

General Assembly Minutes. Homeowners should be prepared to take minutes at the first
general meeting. The minutes taken at the first General Assembly are an important
document because they represent a legal platform to register an HOA with the
Municipality showing consent from the required number of members to establish the
HOA and elect a chairperson.

The section below provides the process by which homeowners should prepare for the first
General Assembly.

STEP 1: ESTABLISH PLANNING COMMITTEE

Getting consensus among homeowners to establish an HOA requires great attention to detail and
a lot of coordination. Failing to convince homeowners of the importance of establishing an HOA,
and doing what is necessary to prepare adequately for the first General Assembly could discredit
the process, especially if it results in homeowners not attending the General Assembly and not
participating in activities to improve their community. Members from the community should
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establish a voluntary planning committee to talk with community members about the benefits
and legal requirement of creating an HOA, prepare the necessary documents, and follow the
additional steps specified below to convene the first General Assembly. As the committee
communicates with homeowners, it should keep in mind that homeowners must understand that
the law requires owners of all privatized apartments to establish an HOA. If they don’t,
municipalities will assign a chairperson who will make decisions on behalf of the community.

The planning committee is usually made up of 5-6 | Homeowners of privatized apartments
active dedicated neighbors who can take leadership are required by law to establish an

. . . HOA. If they do not establish an HOA
to establish the HOA. The planning committee on their own, municipalities have the

should pay particular attention to developing and right to assign a chairperson to make
maintaining  good ~ communications  among | decisions on behalf of the apartment. It
homeowners, especially before the first General | is in the best interest of the apartment

Assembly, to clarify the reasons for establishing an | building to establish its own HOA and
HOA, recording comments about the draft Charter, fOL the resndepti in that community to
discussing those comments with the chairperson take control of their own property.

candidates, and responding to homeowners’

questions. Through these initial interactions, a relationship is developed among a sometimes
diverse group of homeowners based on new ownership rights, both personal (their apartments)
and joint property (within the apartment building and surrounding property), which they enjoy
and are responsible for maintaining.

STEP 2: Engage Community

Prior to convening the first General Assembly, it is important to provide information to residents
describing the benefits of establishing an HOA and their responsibilities as members of the
organization once the HOA is established. This allows residents to become better informed and
ready to actively participate and vote at the General Assembly. Here are a few ideas to motivate
residents to convene a General Assembly:

= Public notices. Notification is an effective way to reach groups of people. It is important
that the notices are clear, brief, and posted in highly visible places to attract the attention
of the community. Printing the notices on colored paper helps to gain attention too. The
notices could include agenda items, venue, and the time and place of the meeting.

= Informational brochures. Well-designed brochures are often used to effectively reach
residents by outlining clearly and concisely the key advantages of establishing an HOA,
responsibilities of residents, and important information discussed at the informal
gatherings.

= Door to door. Making personal visits to families and personally letting them know about
HOA is another effective way to provide information to residents and get them involved.

5



This method provides an opportunity to persuade homeowners about the benefits and
responsibilities of establishing an HOA, and answer any questions they might have.

= Informal gatherings. Convening informal meetings with residents is also highly
effective, and provides an opportunity for the group to exchange opinions and to discuss
common problems and ideas on how HOASs can serve as a mechanism to resolve
community problems.

= Municipality programs. Disseminating information about the availability of funding for
HOAs from the municipality and/or other establishments’ is a great way to motivate
neighbors to engage in an HOA organization. To do this, active neighbors should gather
information about funding opportunities for HOA projects, and distribute this information
in the forms of booklets, leaflets, or spread the word verbally.

Examples of public notices and informational brochures are included in Annex 1.
STEP 3: Develop Strategic Plan

The first task of the planning committee is to prepare a strategic plan that clarifies the purpose of
establishing the HOA and what can be achieved in the community through joint efforts. (This
process is described Chapter 2.)

The strategic plan for HOASs located in residential buildings will differ from the strategic plan
developed for individual houses. For example, strategic plans for apartment buildings should
focus on ensuring that the building is safe and that residents and visitors are not harmed by
deteriorating building structures, e.g. a loose balcony that may fall on someone, a leaking gas
line that could cause carbon monoxide poisoning. These tasks can be accomplished by ensuring
all the necessary services (e.g. water supply, electricity, gas, steam, sewage, garbage collection,
cleaning of common area, and an operating elevator) are maintained on a regular basis to prevent
accidents from happening, to extend the life of the building, and to improve the general
atmosphere of the community. Keep in mind that apartment buildings will require a major
renovation after 25 years. To reach this objective, the HOA needs to think strategically about
how it will fund the services required to maintain their homes as well as the long term goal of
reconstruction.

The strategic plan for HOAs located in neighborhoods, on the other hand, should include
maintenance and renovation plans for jointly owned property, the surrounding land, and
individual houses. It should also consider working with municipalities for joint funding to
improve or construct community services and property such as water, sewage, gas, kindergartens
and schools, medical centers, and shops. Residents could provide in-kind contribution, such as
their labor, in exchange for this funding.



STEP 4: Prepare Draft HOA Charter

Another important task for the planning committee is to prepare a draft Charter, the basic
documentation required to establish an HOA. It is advisable to involve a qualified lawyer in the
process either from the community or invited. The draft Charter should be distributed in advance
to all residents of the community so that residents are adequately informed about its contents and
prepared to discuss their thoughts at the first General Assembly. Homeowners should be
encouraged to submit their comments and suggestions to the Planning Committee prior to the
General Assembly. A sample and a template charter are included in Annex 2.

STEP 5: Recruit HOA chairperson and advisory board candidates

The planning committee should prepare a list of potential candidates to fill the chairperson and
advisory board positions, and then confirm the candidates are available to serve in the position if
elected. If they are, the candidates for chairperson should then prepare their presentations to be
introduced at the first General Assembly. Advisory board candidates do not need to make a
presentation, but their credentials should be provided in written form at the General Assembly so
that homeowners can make an informed decision when they vote.

STEP 6: Arrange logistics for the first General Assembly

The planning committee should also organize the logistics of the first General Assembly. This
includes determining the most convenient date and time, when homeowners and residents, both
elderly and working, are available to meet, and then reserving a room large enough for the group.
We suggest the length of the meeting not exceed two hours because it is hard to keep people’s
attention any longer. If there are agenda items that have not been addressed, it is preferable to
postpone discussion on those items until the next meeting.

Logistics also require ensuring that residents are notified at least one week in advance of the
General Assembly meeting, and that they are aware of the date, time, and location. Notification
should be publically available in several places. Residents should also receive a hand delivered
personal letter of invitation and a draft meeting agenda that residents must sign upon delivery.
Residents who cannot be reached at home should be sent the invitation and agenda by registered
mail or another form of mail most reliable in the community.

The agenda of the first General Assembly should include:

= Explain the meeting’s protocol (decision making rules and listening with respect)

= Select a chairperson and secretary for the first General Assembly who will moderate the
first meeting and sign the minutes at the end of the meeting

= Vote to establish an HOA
= Define the structure of the HOA



o Candidate speeches

o Election of HOA chairperson

o Election of advisory board members
= Discuss, revise, and approve HOA charter.

An example of a letter of invitation, agenda, and delivery sign off sheet are provided in Annex 3

DEVELOP HOA CHARTER

Purpose of a Charter

A Charter is a legal document adopted by an HOA, usually at the first General Assembly, that
describes the structure of the HOA, the level of authority within each of those structures, and
how the HOA conducts business and manages its activities. Although Georgian law does not
specifically require HOAs to adopt their own Charter, Chapter V of the Georgian Homeowners’
Law provides such guidance. We strongly suggest HOAs adopt a Charter, especially if the HOA
will have expenses or plans to engage in income generating activities, which require registering
with the Public Registry and tax department, and opening a bank account; a Charter is required
to register with the Public Registry and the tax department, and to open a bank account. Another
reason for HOA’s to adopt a Charter is that local governments within Georgia are more
frequently requesting the charter to record HOAS in their registration records.

Considerations when developing a Charter

One of the advantages of having a Charter is that it allows HOASs to govern themselves according
to the needs and priorities of the homeowners and residents within the building or neighborhood
where they live. Included in Part V, Article 26 of the Georgian Law on Homeowners’
Associations is the generic charter that includes all the points required by law. The law allows
HOAs to develop and adopt their own Charter as long as it includes all the provisions included in
Part V, Article 26.

HOAs should consider using Part V, Article 26 as the starting point when developing a Charter.
The HOA should then further define and expand the Charter so that it is tailored to the needs of
the HOA. As HOAs develop a Charter, it is important that they develop it with care and consider
the consequences of each point carefully. Consulting a qualified lawyer or the chairperson of
another established HOA who has experience developing a Charter is a good idea. A good HOA
Charter should include details that allow the HOA to make decisions about the following points*

= Rules on how to amend the Charter;
= Rules about developing HOA joint property;
= Rules that specify how expenses for joint property will be paid;

! Georgian Law on Homeowners® Associations, Part IV, Article 23, Paragraph 1 a-j
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Rules to approve and implement an action plan;

Rules on purchasing, abandoning, renting, leasing, and mortgaging joint property;
Rules of receiving and granting loans;

Rules of electing and discharging the HOA chairperson;

Rules that define the roles and responsibilities of the chairperson and HOA members;
Rules that entrust an invited manager to dispose of joint HOA property;

Rules to consider when negotiating agreements with third parties; and

Other issues related to HOA activities.

434483300

g

A template and a sample Charter are included in Annex 2.
Steps to consider when developing a Charter

The HOA Charter must be prepared in accordance with Georgian Law on Homeowners’
Association.? An HOA Charter may also contain additional provisions agreed upon by the
homeowners at a General Assembly as long as it does not conflict with Georgian law.

Before an HOA drafts its Charter, the HOA planning committee should familiarize itself with the
Georgian Homeowner’s law, with particular focus on Part IV, Article 23, and Part V, Articles
26-28; Part V, Articles 26-28 is considered the Charter mandated by law, but the HOA may
make changes that are particular to its HOA as long as none of the provisions within the law is
deleted. If the HOA has any questions concerning the law or how to adapt the law when
developing its own Charter, it should consult legal counsel.

HOAs should consider the following steps when developing its Charter:

STEP 1: Define basic information about the HOA

Title of HOA: HOA should decide if they want to provide a title for their organization. If they
do, it is advisable that the title is easy to remember and also reflects the essence of its
organization. If the HOA does not agree on a title, the address becomes its title.

Location of HOA: HOA should include its official address of its building.

STEP 2: Define rules governing how the HOA Charter may be amended’

If an HOA decides to make any changes to its charter, an amendment to the Charter is required,
approved minutes from the General Assembly has equal legal power as an amendment.
Examples of changes in the charter include: dismissal and re-election of a chairperson or board
member; changes in fee payment amounts and rationale for changes in fee amount; property

2 Law Number 5277
% Georgian Law on Homeowners Associations, Article 23 1a
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management, decision making procedures, changes in financial management procedures, and any
other changes to the provisions of the HOA Charter regulations.

STEP 3: Define the structure of the HOA and rules related to that structure®

An HOA'’s structure, in the order of its decision making authority, is composed of a General
Assembly, a chairperson, an Advisory Board, and the Control Committee.

General Assembly: The highest level of HOA decision making is made by the General
Assembly. Participation of all homeowners at the General Assembly is critical and the basis for
why it is considered the highest level of decision making. Although in many cases 2/3 vote of the
General Assembly is required to make decisions, there are cases that require unanimous (100%)
consent approval from homeowners, e.g. selling joint property

The Charter may regulate various methods for taking part in decision making. For example, there
are times when a General Assembly cannot be convened in person to resolve a specific issue that
needs immediate action, e.g. lack of time, members being busy or far away. To address such
cases, the Charter should include a provision that allows homeowners to make decisions without
convening a General Assembly, but through other means. One possibility is to gather votes in
person by going to individual’s houses or offices, or remotely by e-mail. In such cases, the issues
should be described in written form, and may include decisions that are under consideration for
their vote. Homeowners can then make their decision by e-mail or provide a signature.

Chairperson: The chairperson is the legal representative of HOA, which is mandated by law.

Key responsibilities should be clearly written in a Statement of Work. Decision making authority
should be included in the Statement of Work and in the Charter.

Advisory Board: If an HOA is sizeable, it is advisable to elect an advisory board to support the
chairperson. Examples of advisory board members include Secretary, Treasurer, Service
Manager, Construction and Maintenance Advisor, and Communication Advisor. Another option
IS to recruit advisory board members from homeowners from each entrance of the building so
that there is representation from all parts of the building.

Control Committee: The control committee is responsible for ensuring that decision making
procedures are transparent and participatory. It also monitors HOA projects and ensures
everything is implemented as planned, and if it isn’t, this is communicated to the chairperson and
HOA. This committee is not required by law, but it is strongly recommended.

STEP 4: Establish rules related to the HOA structure

4 Georgian Law on Homeowners Associations, Article 23 1h)
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It’s important that the HOA establish rules in its Charter that dictate the responsibilities, terms,
and levels of authority for each part of the HOA structure. These rules do not need to be
established all at once, but must be included in the HOA Charter. The Charter may be amended
from time to time by the HOA membership at General Assembly meetings. More information
about developing and amending the Charter is included in Chapter 2.

Define terms in Charter to elect and discharge HOA chairperson: The Charter should define
the chairperson’s level of authority and term of service. Upon expiry of the chairperson’s term of
service, unless the HOA General Assembly elects a new chairperson, the existing chairperson’s
term is automatically extended for the period specified in the Charter until a new chairperson is
elected. The Charter should also define circumstances for termination of the chairperson’s term,
such as inability to take action, making decisions without proper authority, concealment of
information, and single-handed participation in various transactions. If possible, payment of
(periodic or regular) encouragement remuneration should also be defined in the Charter.

Define terms in_Charter to elect and discharge Board Members. HOA members have the
authority to elect a Board which is neither included nor forbidden in current Georgian law. If the
HOA decides to create a board, board members’ responsibilities and authority limitations should
be defined in the Charter. For example, Board Member’s primary function might be to prepare
recommendations on specific issues, serve in an advisory role, develop options for construction
works and submit them to the General Assembly, and assist the chairperson to make decisions
and implement actions.

STEP 5: Define in the Charter how HOA wants to manage, purchase, and dispose
of jointly owned property (common areas)®

Georgian law requires HOAs to define in their Charter the approval required to make decisions
regarding the sale and use by third parties of jointly-owned property. This also includes the
transfer of common property which the HOA may want to use as a means of generating income
for the HOA such as leasing the roof or wall facade for a business to advertise, or renting space
to outside residents for events. The Charter should define the vote required for such actions, the
payment amount, and the frequency and rules for payment.

STEP 6: Define in the Charter how HOA wants to manage financial activities’

Association members should define in their Charter the amount and frequency of regular
contributions from its members, which should be reasonable and calculated to fit the financial
capacity of HOA members. The advantage of collecting regular contributions from homeowners
and accumulating those contributions in a bank account is that the funds are readily available
when the need arises. For example, if the roof of an HOA’s apartment building is damaged, the

5> Georgian Law on Homeowners Associations, Article 23 1e, 1g, 1i
6 Georgian Law on Homeowners Associations Article 23 1c, 1d, 1f
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HOA can immediately draw on that account once it receives the necessary approval from the
HOA instead of having to collect considerable amounts of money at one time.

HOA members may also decide to include in its Charter provisions requiring homeowners to
make periodic payments. However, if it does, the Charter must include a detailed list of priority
problems requiring such funds.

The Charter may also define ad hoc mandatory and voluntary monetary contributions from
homeowners. Mandatory payments might be used to resolve problems relating to the care and
maintenance of joint property in cases when failure to resolve the problem with the common
property will result in significant damage. Examples include repair of rain gutters, roofing,
sewerage, maintenance of common electricity and water supply lines, and load bearing walls.

Voluntary payments are used pay for projects that are not urgent but desired by the HOA. In such
cases, those who refuse to pay will not be able to use what was constructed or purchased with the
funds. Examples include sports field, swimming pool, ritual hall, and children playgrounds.

CONVENE FIRST GENERAL ASSEMBLY

First General Assembly Chair

Elect a chairperson and Secretary for the first General Assembly

The General Assembly begins by an informal vote among homeowners on who will moderate the
meeting and who will take meeting notes.

Roles of first General Assembly Chair and Secretary
The elected chairperson for the first meeting should set the stage of the meeting, which includes:

= Establishing ground rules to ensure an orderly meeting;
= Establishing voting rules; and
= Agreeing on the agenda.

The elected secretary should take notes. At the end of the meeting, both the elected chairperson
and the secretary should sign the minutes confirming they accurately state what was discussed
and agreed to during the meeting.

Elect and define roles of HOA chairperson and HOA Board

Election. A chairperson is elected by HOA members at a General Assembly. The chairperson represents
the interests of the homeowners and is responsible for managing the HOA’s activities.

In addition to electing a chairperson, it is advisable to elect an advisory board to assist and advise
the chairperson, especially if there are many homeowners within the HOA. The number of
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advisory board members to elect will depend on the size of the HOA. For example, if the HOA
has 40 or more homeowners, we recommend an advisory board of 5 members which might
include Secretary; Treasurer; Services’ Manager responsible for overseeing water, sewage and
other services; Construction and Maintenance Advisor; and Communications Advisor.

The election results of the chairperson and the Advisory Board should be included in the
approved minutes of the HOA General Assembly.

Roles and Responsibilities. If the HOA does not include a detailed scope of work in the Charter,
the chairperson should follow provisions written in Georgian law:’

= Convene and conduct the HOA General Assembly;
= Ensure implementation of decisions made at the General Assembly;

= In coordination with other HOA members, take all necessary steps required to maintain,
operate, and develop joint HOA property;

= In coordination with other HOA members, develop an annual budget;

4

In collaboration with other HOA members, define member contributions and additional
contributions necessary to develop joint HOA property;

4

In collaboration with other HOA members, abandon, rent, lease, mortgage HOA joint
property to third parties;

In coordination with other HOA members, receive and give loans;

Take measures to meet deadlines and avert negative legal consequences;

Receive and pay HOA expenses;

g 4 4 3

Conclude contracts and present required documentation related to maintenance,
operation, and development of HOA joint property and common interests of the HOA;

4

Represent the HOA in courts and other agencies;

4

Select another member of the association to fulfill his/her duties in his/her absence; and,

= Transfer all information, documentation, and material assets that are connected with the
chairperson position to the new chairperson upon the expiration of his/her term.

The chairperson is also responsible for opening a bank account on behalf of the HOA and
making all financial transactions after they have been approved by the Advisory and Control
Committee.

A sample scope of work and template for the scope of work that describes the day to day
activities of the chairperson are included in Annex 4

Criteria for Selecting chairperson

" Georgian Law on Homeowners Associations, Part V, Article 26, Paragraph 7
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Any member within the HOA may self-nominate or be nominated by others as a candidate for
chairperson. Alternatively, the HOA also may invite someone from outside of the HOA to run as
a candidate for chairperson.® Having more than one candidate run for HOA chairperson is highly
recommended and allows for a democratic process to take place. The rules for electing a
chairperson are the same for candidates who self-nominate, are nominated by the HOA, or are
invited from outside of the HOA. If the HOA agrees to elect a chairperson from outside of the
HOA, it should pay particular attention to the agreement it issues to that candidate to safeguard
the interests of the HOA.

Electing a chairperson should not be taken lightly as it is an important process that will lead to
the success of the HOA. A chairperson must have a strong set of skills to be successful. Criteria
to consider when selecting a chairperson include:

= Leadership skills. A successful chairperson should have strong leadership skills that
allow him/her to express and defend his/her points of view freely at meetings, be able to
listen to others and to compromise in the best interest of the HOA, and be able to
persuade others to listen and accept a position.

= Management skills. A successful chairperson must be able to work on several issues
simultaneously, which requires strong management skills. The chairperson should have
the ability to distinguish between functions and assign, plan, and prioritize tasks to
accomplish the goals set out in the Annual Action Plan.

= Communication skills. One of the responsibilities of a chairperson is to work with
individuals from other organizations, which is why strong and effective communications
skills are so important. The chairperson should be able to develop business relationships
with others, and gain trust and goodwill from the HOA as well as the general public.

= Programmatic skills. The chairperson is responsible for leading the Annual Action Plan
process that defines the priority activities of the association and serves as a guide to
improve the situation in its community. A template and Sample Annual Action Plan is
provided in Annex 5.

= Experience and good will. The chairperson should have strong communication skills
and preferably have experience working with communities. Likewise, the chairperson
should also be aware that positive change requires a strong leader who is willing to spend
the time and resources it takes to work for the common interests of the HOA.

Electing a Chairperson

Before electing a chairperson, HOA members must convene a General Assembly. At least 2/3 of
all homeowners (one vote per household) must be in attendance to elect the chairperson. If the
number of HOA members does not exceed 12, a 3/4 vote is required. The General Assembly is
led by one of the HOA members. During the General Meeting, candidates should make their

8 Georgian Law on Homeowners Associations, Part V, Article 26, Paragraph 4.
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presentations before the other members, describe their strengths and what they believe they can
offer the association, and explain their proposed action plan detailing the priorities they intend to
focus on during their tenure as chairperson. After all candidates have had an opportunity to voice
their candidacy, members of the HOA take a vote, either written or count of hands, depending on
the HOA’s preference. The candidate with at least 2/3 of all homeowner’s votes is considered the
elected chairperson.®

Adopting an HOA Charter

Part V, Article 26 of the Georgian Law on Homeowners’ Associations presents a generic HOA
Charter, and includes all of the legal requirements for an HOA. If an HOA does not establish a
Charter, Part V, Article 26 becomes the HOA’s Charter. However, the HOA can further regulate
its activities through decisions made at the General Assembly which are reflected in the HOA
General Assembly minutes signed by the chairperson, Secretary, and residents of the HOA
General Assembly.

An important part of developing the Charter is the discussion and approval of the roles and
responsibilities of HOA homeowners.

Ideally, an HOA should tailors its’ Charter after considering the points described in the section
above. The Charter may be adopted in one of two ways:

= By a vote among homeowners to adopt the generic Charter which does not reflect any
changes; or
= By a vote among homeowners to amend the generic Charter.

Adoption of the Charter or amendments approved in the General Assembly minutes require a 2/3
vote from HOA members at a General Assembly, or if the number of HOA members does not
exceed 12, a 3/4 vote is required.

(Included in Annex 2 are a template and an example of an HOA Charter.)

Preparing and approving minutes at HOA General Meetings

Every General Assembly an HOA convenes is important, and taking minutes of what is
discussed and decisions made at each General Meeting is required.’® Minutes from the first
General Assembly is the most important because that is the forum when discussion and decisions
about the establishment of the HOA are made. The minutes from the first General Meeting are so
important because they serve as evidence that the HOA has been established.

HOAs are obligated to take minutes at the first General Assembly to ensure that the goals,
priorities, and decisions made by the homeowners are reflected accurately. (A template and

¥ Georgian Law on Homeowners Association, Part V, Article 26, Paragraph 3.
10 Georgian Law on Homeowners Association, Part \V, Article 28, Paragraphs 7, 8, and 9.
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Sample Minutes are included in Annex 5.) The minutes taken at the first General Meeting is
required to establish an HOA.

The minutes prepared by the Secretary at the first General Assembly must be signed by both the
chairperson and the secretary, and must include all issues discussed and decided at the first
General Assembly. A second document, which is appended to the General Assembly minutes,
includes the signatures of the HOA members who attended the first General Assembly; as
indicated above, their signatures certify that they agree that the minutes accurately reflect the
discussions and decisions made during the first General Assembly. These two documents taken
together serve as documentation that the residents of the neighborhood agree to form an HOA.

To legalize the HOA documentation and Charter, the minutes of the first General Assembly
should specify that the decisions made during the meeting will be followed from that point
forward, or until amended. To become a registered HOA, the original and seven copies of the
following documents must be notarized and presented to the entities identified in the steps
below:

= Minutes from the first General Assembly signed by the chairperson and secretary, and an
addendum signed by required number of homeowners to approve the HOA;

= HOA Charter. All of the entities identified below except for the municipality charge a
nominal fee that may vary from location to location.

REGISTER HOA

The following steps describe the process required to register an HOA in Georgia. Note, some
municipalities might require additional documentation, so it is important to first check with the
appropriate office responsible for coordinating HOAs within the municipality to confirm no
additional information is required.

STEP 1: TAKE MINUTES AND CHARTER TO THE NOTARY

One certified copy of the Charter and first General Assembly minutes signed by the chairperson
and the Secretary are kept at the notary, which is customary for all documents certified by a
Georgian notary. The notary keeps one certified copy of the documents in his/her archives which
has the same legal power as the original.

STEP 2: HOMEOWNERS’ ASSOCIATION (HOA) KEEPS ONE COPY OF THE
NOTARIZED DOCUMENTS

One copy of the notarized minutes and signatures should be safeguarded by the HOA. This
document is also a copy and not the original.

STEP 3: TAKE NOTARIZED DOCUMENTS TO LOCAL MUNICIPALITY, SPECIAL
SERVICES DEPARTMENT
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The original certified and notarized documents should be taken to the office in the municipality
responsible for registering HOAs. The municipality keeps the document in its archives and uses
it to prepare a special document authorizing the HOA to enlist with the public registry. After
presenting the notarized minutes to the municipality, the municipality issues a notice of approval
for HOA registration. The municipality does not charge for this service.

STEP 4: TAKE NOTARIZED DOCUMENTS AND MUNICIPAL HOA REGISTRATION
DOCUMENT TO PUBLIC REGISTRY

The HOA must then take another certified copy of the notarized documents and the registration
document issued by the municipality to the local public registry. The public registry documents
the establishment of the HOA in its database and the HOA is officially registered!

STEP 5: PRESENT NOTARIZED DOCUMENTS TO THE BANK AND OPEN BANK
ACCOUNT

To manage financial transactions, the HOA will need to open a bank account. To do that, the
HOA must present a notarized copy of the Charter and General Assembly minutes to the bank.

STEP 6: PRESENT NOTARIZED DOCUMENTS TO TAX INSPECTORATE

If an HOA will be carrying out financial activities, it must register with the tax inspectorate as a
separate tax payer. To do so, the HOA will need to present the notarized copy of the Charter and
Minutes to the tax inspectorate.

STEP 7: RECORD BOUNDARIES OF COMMON PROPERTY

If HOAs want to establish and record boundaries of jointly owned property, it should first hire an
architect or other similar service to delimit the land plot boundaries. It should then submit these
land plot boundaries along with meeting minutes and other relevant documents to the Public
Registry.

The procedures described in this chapter include obligatory requirements of the Georgian
government to establish and manage an HOA, as well as suggestions based on best practices
learned through Georgian and international experience. The steps introduced in this chapter are
standard, but some Georgian municipalities might require additional documentation to register an
HOA which are not included in this handbook primarily because they are unique in their
requirements. In the next chapter, we introduce and provide guidance on HOA management.
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CHAPTER 2
MANAGING AND OPERATING A HOA

As mentioned in Chapter 1, the General Assembly, which is comprised of all homeowners, is the
highest level of decision making for an HOA. Decisions made at the General Assembly
establishes the rules the chairperson, the HOA Board, and the HOA homeowners are required to
follow to proactively manage and operate an HOA. Without that structure in place, decisions
regarding HOA management and operations would not be possible.

The sections presented in this chapter provide guidance to manage the demands of an HOA and
to conduct the actions necessary to operate effectively. This guidance is based on hands-on
experience operating HOAs following provisions outlined in Georgia Law on Homeowners’
Associations as well as suggestions and recommended practice based on lessons learned over a
period of almost two decades by the region’s foremost international experts in HOA
management. Given the core importance of the General Assembly in terms of HOA decision
making authority, we start this section by providing background and steps required to have a
fully functioning General Assembly.

GENERAL ASSEMBLY MEETINGS

Frequency of meetings

An HOA should decide how frequently it wants to meet. In cases where the Charter does not
define the frequency of the meetings, the General Assembly should be convened by the
chairperson at least once a year. If there is no chairperson, or if the chairperson does not fulfill
his/her duties in this regard, the General Assembly may be convened by any HOA member; in
such cases, however, to secure the integrity of the HOA, we suggest someone from the elected
Control Committee initiate such meetings with a minimum of 25 percent of homeowners present.
HOAs may want to safeguard their association by including this requirement in their Charter.

HOA members must be notified in advance and in writing that a General Assembly will be
convened. This notification should come from the chairperson but delivered by the Secretary or
another HOA elected body if the chairperson does not. During emergencies, the General
Assembly must convene immediately.!!

Voting authority

Only one representative of a household who has voting authority of that household is required to
attend General Assembly meetings. Each household has one vote. If an apartment is co-owned
by more than one owner, only one of the owners may vote on behalf of that household. If a

11 Georgian Law on Homeowners Associations, Part V, Article 27, paragraphs 2 and 3.
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single homeowner owns several apartments he or she has as many votes as apartments owned.
For example, during the privatization of living-spaces, a spouse has the right to be registered as a
co-owner of an apartment. In such cases, the apartment has two co-owners. However, these co-
owners only have one vote at an HOA General Assembly. They must decide among themselves
which one will represent the household. If the household does not make a decision, the HOA
considers the eldest as the HOA member with voting authority.*2

Preparing for and Communicating about General Assembly Meetings

The HOA chairperson and a planning committee are responsible for preparing for and
communicating about General Assembly meetings. We recommend providing at least three
weeks advance notice when publicly announcing General Assembly meetings so that
homeowners can start planning and marking their calendars to save the date. Notification of
General Assembly meetings involves the following steps:

= Decide on a convenient date, time, and place to hold the General Assembly;

= Post notices with this information in publicly visible places (e.g. inside elevators, on
announcement boards, at building entrances, and in stairwells on each floor);

= Prepare an agenda;

Note: if one of the decisions to be made at the General Assembly requires 100%
participation of homeowners, this must be indicated on the agenda and in the invitation
so that the community is aware they must either be at the meeting or be represented by
someone who can vote on their behalf. If a homeowner is not able to be physically
present at the General Assembly, that homeowner must provide a notarized Power of
Attorney to another individual who will represent the homeowner.

= Prepare in advance all materials that require a vote by the electorate at the General
Assembly (e.g. renting, purchase, and selling of common property);

= Prepare sign off sheet for delivery of invitation, agenda, and any other materials (see
Annex 3 for template and examples);

= Ten days in advance of the General Assembly, distribute the personal invitations, agenda,
and any other materials that require a decision at the General Assembly. Make sure
homeowners who receive a hand delivered invitation and meeting materials sign the sign
off sheet certifying receipt. Those who are not available in person should be sent the
invitation and materials via certified mail or other form of certified delivery.

Votes required for an HOA decision

Most HOA decisions may be made at the General Assembly if at least 2/3 of homeowners are in
attendance. The following decisions require 2/3 of the votes from the HOA membership:

12 Georgian Law on Homeowners Associations, Part V, Article 28, paragraph 4.
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= Electing a chairperson;*3

= Adopting or modifying the HOA Charter (3/4 of vote is required if number of HOA
members does not exceed 12 persons); 14

= Registering shares of ownership of jointly owned property within an apartment building
(e.g. basement, lofts, attic, etc.);*° and

= Increasing member fees for the purpose of developing HOA joint property.®

The following decisions requiring unanimous consent (100% of the vote) from the HOA
membership:

= Renting or abandoning the following units of joint property to third parties:’

o Staircases and stairs;
Elevators and other types of shafts and channels;
Common corridors and galleries;
Technical floors, bearing and non-bearing structures, roofs;
Mechanical, electric, sanitary engineering, and other equipment/devices used to
maintain an apartment building; and
o Land plot.
= Developing joint property in a way that significantly changes its architectural structure
and influences the use of joint property by the HOA members.'8

o O O O

NOTE: Unanimous consent is required to develop jointly-owned property because it may
change the share of total property, and thus the fee structure.

= Establishing an HOA on one or several halls in an apartment building located on a single
land plot;*® and

= Establishing an HOA located on neighboring land plots.?°

NOTE: The number of votes required to make decisions outlined above may be superseded
by provisions specified within the HOA Charter. In HOAs where the number of required
votes is not defined, decisions other than those indicated above are made by the majority
vote of members in attendance at the General Meeting. Provided that 2/3 are attending the
meeting.

13 Georgian Law on Homeowners Associations, Part V, Article 26, paragraph 3.
14 Georgian Law on Homeowners Associations, Part 1V, Article 23, paragraph 2.
15 Georgian Law on Homeowners Associations, Part 11, Article 2.

16 Georgian Law on Homeowners Associations, Part 1V, Article 15, paragraph 2.
17 Georgian Law on Homeowners Associations, Part 11, Article 5, paragraphs a-f.
18 Georgian Law on Homeowners Associations, Part 11, Article 10, paragraph 1.
19 Georgian Law on Homeowners Associations, Part 1V, Article 11, paragraph 2.
20 Georgian Law on Homeowners Associations, Part 1V, Article 11, paragraph 3.
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HOA members may not vote under the following circumstances:?

= If there is a conflict of interest; or
= |If the issue being voted on relates to a lawsuit filed against the member in the court of
law.

Documenting General Assembly Meetings

It is good practice for the chairperson or his/her designated person to compile and maintain a
filing system of all documentation related to General Assembly. This practice ensures that all
decisions and discussions made by the HOA are safeguarded and readily available. Making these
records accessible to all homeowners will help promote transparency and improve participation
of homeowners, which is critical in the success of an HOA. At the end of each meeting, the
following documents should be compiled and filed in a secure place:

= Letter of invitation;

Sign off sheet confirming homeowner receipt of invitation letter;

Agenda;

All documentation presented at the General Assembly (e.g. action plan, budgets,
invoices, presentation of new projects affecting joint property);

Minutes of the General Assembly signed by the assembly chairperson, the secretary, and
two additional homeowners elected during the meeting to verify the minutes are accurate;
assembly chairperson’s signature is required by the law, in addition it is recommended
that two representatives from HOA present during singing of the minutes by the assembly
chairperson. It is also recommended that this procedure is reflected in the charter.??

= Attendance sheet.

4 4 8

v

MANAGEMENT AND OPERATION TASKS

The HOA Chairperson and elected HOA representatives are responsible for managing and
operating jointly-owned property, as specified in the HOA Charter.?

While the primary purpose of the HOA is to maintain and develop jointly owned property,
homeowners need to be aware as they prioritize their maintenance decisions that they are also
responsible for ensuring their jointly-owned property is technically sound so that no one hurts
themselves or is put in danger because the HOA failed to make necessary repairs.

Planned repairs to jointly-owned property should also improve homeowners’ standard of living
and increase the efficiency of the buildings and/or individual houses. For example, investment in

21 Georgian Law on Homeowners Associations, Part V, Article 28, paragraphs 6.
22 Georgian Law on Homeowners Associations, Part V, Article 28, paragraph?.
23 Georgian Law on Homeowners Associations, Part V, Article 26, paragraph 7.
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energy efficient improvements such as insulation for the roofs, walls, and floors, will ultimately
reduce homeowners’ payments for utilities. In such cases, the investment pays for itself over
time.

HOA management tasks are divided into three main types of services, examples of which follow:

= Administrative;
= Financial Management; and
= Maintenance and repair.

Administrative Services

= Consulting with legal and technical experts who can help HOA leadership understand
their roles and organizational activities;

4

Organizing and preparing logistics for General Assembly meetings;

v

Archiving all documents from the General Assembly and other meetings conducted by
elected bodies;

Hiring, firing, and managing HOA employees;
Archiving maintenance records on jointly owned property;
Recording and processing work orders;

4 4 4 8

Contracting services to repair and maintain utilities of the building(e.g. electricity, heat,
gas, hot and cold water, waste disposal, emergency services);

Ensuring mandatory standards are upheld;

Cooperating with local government officials;

Purchasing Homeowners’ insurance;

Resolving disputes on contractual agreements;

Maintaining positive relationships and communicating with the HOA electorate; and,

4 4 8 48 80 0

Preparing reports and action plans.
Financial Management Services

= Accounting (financial transactions of revenue, expenditures, stocks and bonds, and other
liabilities, and reconciling bank statement);

= Preparing an annual budget that estimates cost for tasks and projects included in the
annual action plan (estimate costs required to maintain, repair, and develop HOA joint

property);
= Estimating Maintenance and Repair Fund and Operation Fund contributions;

= Preparing and adjusting, as necessary, medium- and long-term budget projections for
multi-year action plans;
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Sending invoices to homeowners for costs incurred on jointly-owned property;

=
= Paying invoices for approved contracted services;
= Paying staff salaries; and

=

Paying applicable taxes.
Maintenance and Repair Services

Many buildings and individual houses have a substantial need for upgrades and repairs,
especially older buildings that have been neglected for many years. When HOAs develop their
action plans, priority should be given to repairing structures that may pose health and safety
risks. Remember, often times, it is less expensive to repair these structures than it is to pay the
additional costs for the damage they may impose if the repair is unattended.

Once problems are identified, prioritized, and priced, they should be presented to homeowners at
a General Assembly for discussion and revision. Once projects are prioritized and costs to carry
them out estimated, the HOA is ready to put together a draft action plan. This Action Plan should
then be presented to the General Assembly for discussion and approved by vote before any
activity takes place.

ACTION PLAN

The table below summarizes the steps required to prepare an annual Action Plan for HOA
maintenance, repair, and development of jointly-owned property. Each step is described more
fully below. Annex 6 provides a template and sample action plan.

STEP DESCRIPTION
1 Conduct a comprehensive technical audit of the jointly-owned building structure,
equipment, and/or land plot
Analyze audit results, which includes:
2 - Preparing price estimates for all necessary repairs

- Determining the extent of the problem against criteria such as safety,
urgency, and cost of repair

Prioritize actions required by HOA’s capacity to secure sufficient funding to
3 address the problem (this includes money collected from homeowners
themselves)

4 Collect information about income generating opportunities

5 Evaluate costs and benefits of each proposed construction or maintenance project

Summarize proposed works and associated costs and present them to homeowners
at a General Assembly meeting
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STEP DESCRIPTION

Prioritize these projects with the General Assembly and prepare a draft Action
Plan (See Annex 6 for Action Plan template)

Conduct vote among HOA homeowners to adopt the Action Plan at a General
Assembly meeting

Solicit proposals from a minimum of three (3) contractors, analyze bids, and issue
9 services contract to contractor offering the best value (See Purchase Order
template in Annex 7)

Monitor progress of service provider and meet to discuss progress on a weekly

10 basis, or more frequently, as required

STEP 1: CONDUCT A COMPREHENSIVE TECHNICAL AUDIT OF BUILDING
STRUCTURE AND JOINTLY OWNED EQUIPMENT AND LAND PLOT

Once an HOA is established, it should start drafting an Action Plan, a plan that helps guide the
HOA throughout the year as it addresses what projects are planned, when projects will be
implemented, and how they will be funded. The action planning process starts with a technical
assessment of the building, its grounds, and equipment. The HOA will need to hire a licensed
technical audit company and/or a licensed individual expert, which includes a contract with a
statement of work that clearly sets out responsibilities. The hired contractor should assess the
situation of all HOA joint-property from the cellar to roof, and the land plot that is within the
redline boundaries. As the contractor goes through the property, s/he should list all problems and
provide a detailed description of what needs to be done to resolve the problem. The technician
should then prepare cost estimates for each of the problems needing repair. Once this process is
complete, the contractor should then submit the information to the HOA as a technical report. If
the HOA has a maintenance team, the maintenance team should be involved as an observer
during the technical audit.

STEP 2: ANALYZE AUDIT RESULTS

The next step is for the HOA chairperson and elected board to analyze the technical audit results.
This involves reviewing the problems described in the technical audit and the price estimates to
repair identified problems, and then determining the extent of each of the problems against
criteria such as safety concerns, urgency, and cost. Categorizing and then analyzing each
problem in this way will help HOAs weigh the costs and benefits more efficiently and help them
to identify what problems need immediate attention and which problems can wait and be
addressed with a longer term perspective.
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It is important to find a balance between the cost of the problem and the urgency of
addressing it.

It is necessary to consider this balance because even though some of the problems might appear
urgent, the cost to resolve the problem might be prohibitively high and not feasible for the HOA
to repair in the short run.

STEP 3: PRIORITIZE BY HOA’S CAPACITY TO SECURE SUFFICIENT
RESOURCES TO ADDRESS THE PROBLEM

Prioritization is a key step in the process of identifying a problem that can be realistically
resolved by an HOA. Often times, the urgency of the problem is very high, but so is the cost. In
such cases, HOAs should start seriously thinking about options to finance the urgent issue over
the long term. The output of this exercise is to prioritize the problems based on the financial
feasibility and identify issues to address in the short-term and over time over multiple years.

STEP 4: COLLECT INFORMATION ABOUT [INCOME GENERATING
OPPORTUNITIES

As soon as HOAs determine the cost and urgency of each problem, it should then start looking
for outside financial opportunities to fund the repairs since it is unlikely, at least at the beginning,
to self-finance the entire project. Financing options to consider include: (1) investigating income
generating activities; (2) seeking local government funding opportunities in support of HOA
activities; (3) entering into loan agreements; and (4) leasing or selling joint-property.

STEP 5: EVALUATE COSTS AND BENEFITS OF PROPOSED WORKS

The next step is to conduct a cost benefit analysis. A cost benefit analysis weighs the advantages
of pursuing the problem with the disadvantages and costs. In other words, is the project worth the
expense? A cost benefit analysis will demonstrate the savings each family has over time. Annex
8 provides an example of an energy efficient project that involves an HOA’s investment in
insulation that paid for itself over several years and continues to save homeowners 20 percent per
year from Year 1 of the project.

STEP 6: SUMMARIZE PROPOSED WORKS AND ASSOCIATED COSTS AND
PRESENT THEM AT GENERAL ASSEMBLY MEETING

Once the HOA’s clected officials have completed Steps 1-5 above, the chairperson should
convene a General Assembly meeting to present the summary of proposed works which includes
distributing and explaining the cost-benefit analysis to implement the project. These documents
should be distributed as handouts and presented in PowerPoint or some other means so the
electorate is better able to comprehend the presentation and homeowners can prioritize the
projects together.
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STEP 7: PRIORITIZE THESE WORKS WITH THE GENERAL ASSEMBLY AND
PREPARE DRAFT ACTION PLAN

After the chairperson and elected Board introduce to the electorate the benefits of all possible
projects and their associated costs, they then put forth their recommendations. Afterwards, the
General Assembly drafts the Action Plan together at the General Assembly. (See Annex 6,
Action Plan.)

STEP 8: VOTE ON ADOPTION OF ACTION PLAN AT GENERAL ASSEMBLY
MEETING

Once the draft action plan is established, the HOA chairperson invites residents to vote for or
against the proposed action plan at the General Assembly. The voting process should be kept
simple. The HOA chairperson could assign voting monitors/observers from among the
homeowners to help count the votes. This is especially helpful if the number of homeowners is
large. Unless the HOA’s Charter indicates otherwise, Georgian legislation requires a minimum
of 2/3 of the votes to approve the action plan.?* If a 2/3 vote of agreement is accomplished, the
Action Plan is considered final and cannot change unless amended by the General Assembly.

STEP: 9 SOLICIT PROPOSALS FROM A MINIMUM OF THREE (3) CONTRACTORS
AND ISSUE CONTRACT TO CONTRACTOR OFFERING BEST VALUE

Now that the Action Plan is approved, it is time to start procuring the services that the HOA has
resources to begin. Procurement of goods and services over a certain price threshold established
by the HOA is a multistage process, and is explained below.

Prepare tender documentation. As soon as the HOA has prioritized the projects it wants to
implement, the chairperson and the selected representatives of the HOA should prepare tender
documents. This involves describing the project and providing as many technical details relevant
to the carrying out the project as possible for contractors to bid on. The tender also should clearly
stipulate the eligibility and evaluation criteria, the conditions for acceptance of the project
applicant, and a request for references. Each of the criteria should have a designated weight
according to its importance. Note that the design of capital projects is much more complicated
than the design for smaller projects; it is wise to invest the time to have an expert write the
specifications for the larger projects if there is no one within the HOA with the background and
experience to do so.

Select a Contractor. All proposals submitted by the due date should be assessed and scored
according to the eligibility and evaluation criteria specified in the Request for Proposals (RFP).
To do that, HOAs should establish a review committee made up of the chairperson and other
HOA homeowners. The role of the committee is to open all proposals, review them carefully

24 Georgian Law on Homeowners Associations, Part IV, Article 23, paragraph 2.
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against the criteria specified, check references, and then score each proposal based on the
specified criteria in the RFP. The best applicant is then selected based on cumulative scores
received. The committee then prepares a summary of the proposal assessment with a
recommendation, and then submits it to the General Assembly for approval.

Present results at HOA General Assembly meeting. The selection committee presents its
recommendation at a General Assembly meeting, which is followed by time to ask and answer
questions. It is important for the selection committee to justify its selection from a cost-
efficiency perspective because homeowners are interested in ensuring their money is spent in the
most effective and efficient way. Once discussion with homeowners is complete, the General
Assembly should take a vote and determine which contractor should receive the contract.

Prepare a contract: As soon as the contractor is selected and agreed upon, the HOA is ready to
prepare a contract. The contract normally should describe the involved parties, the
responsibilities of each party vis-a-vis the implementation of project, e.g. terms, price, quality
control mechanisms, monitoring, handover procedures, and penalties.

STEP 10: MONITOR PROJECT IMPLEMENTATION

All project works should be monitored closely. There are at least two ways to monitor
construction projects, internally and externally. In many countries, monitoring of construction
projects is conducted by an outside independent and licensed monitor. This practice is
recommended because it ensures impartiality and avoids conflicts of interest with the
construction firms performing services.

The practice among HOAs in Georgia so far has been to have internal evaluators monitor the
progress of construction projects. The rationale for internal monitoring is that the construction is
being done on their behalf, so it is likely that monitoring will be of high quality because HOAs
are interested in receiving the best value for their investment.

If HOAs elect to monitor their own construction projects, we recommend monitoring be
conducted by an individual or committee with adequate skills and background in the type of
construction being done, sufficient time to monitor activities on a regular basis, and, most
importantly, with someone who the HOA/NA community trusts. For example, if an HOA/NA
has a maintenance team, an individual from that team could serve as the monitor, which reduces
the chance of corruption.

Regardless of which monitoring approach is taken (external or internal), it is highly
recommended that the HOA chairperson, the contractor, and the monitor meet on a weekly basis,
or at other agreed upon schedule, to discuss progress made, problems and/or delays experienced,
and alternatives to resolving both. The status of construction works should also be communicated
with homeowners and discussed at the General Assembly and documented in the minutes.

27



STEP 11: ANALYZE BENEFITS OF THE PROJECT

It is good practice to analyze the benefits over time of all projects to see if the project has
brought about desired results. The objective of any HOA project is to improve the living
conditions of the residents, improve safety of the building, and decrease consumption needs and
associated costs. This analysis involves comparing the prior expenses with current costs. For
example, if an HOA invests funds to replace their roof and insulate the fagade of their building, it
should compare the cost over time of electricity and heat before the investment and after and
compare the costs. (See Annex 7 for a case study that provides an example of how investments
made by an HOA improved the efficiency and reduced the cost for homeowners over time.)
Once the indicators of change have been identified, e.g. cost to each homeowner is reduced by
35% after project completion, that analysis should be presented at the General Assembly and
shared with individual homeowners. These savings can be used to cover repayment of loans as
necessary. This information also should be reflected in regular progress reports, e.g. newsletters,
and shared with the residents. All changes resulting from project investments should be
communicated with the homeowners. This will boost their participation in subsequent HOA
efforts to improve housing conditions in the apartment building.

BUDGET

Developing an annual budget is an integral part of developing the Annual Action Plan. The
budget should include revenue, expenditures and liabilities for a twelve (12) month period.
Developing a budget in the first year, however, will most likely not be possible because the HOA
does not have sufficient information to develop one. Usually, it takes a minimum of one year to
gather sufficient information to determine how much it costs to maintain the jointly-owned
property on an annual basis. Thus, during the first year, the HOA should collect all receipts for
expenses they incur to maintain the common property, and then record each receipt separately
and subtotal the costs by line item for the year. That amount should then be added to the
estimated cost for priorities specified in the technical audit.

Two months before the start of the fiscal year, the HOA should draft a 12 month annual budget
starting the first month of the fiscal year, i.e. draft budget before 1 November which comes into
effect January 1. All homeowners should receive a copy of the budget and information on their
part of the cost which should be divided into monthly installments and paid throughout the year.

The HOA chairperson or a property administrator/manager hired by the HOA is responsible for
preparing the draft budget. If an administrator/manager acting on behalf of the HOA prepares the
budget, it should be submitted to the HOA chairperson and Advisory Board who will comment
on it and then submit it for approval by homeowners at the General Assembly.

At the end of the year, the HOA leadership should review the original budget against all income
and expenses actually incurred during the prior year, and make this information available to
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interested homeowners in the HOA. All income and expenses and/or revenues and expenditures
entered in the books should then be re-calculated and allocated per homeowner. Costs are split
among the homeowners and owners of non-residential spaces within the building based on the
proportion of their share of ownership of jointly owned property, unless the HOA Charter
specifies otherwise, e.g. there are some HOA charters that specify costs should be split based on
the number of persons living within the home. Regardless, the calculations of HOA costs should
be based on the provisions included in the HOA Charter or the supplementing by-laws.

Short-term financial planning

With proper planning and participation of all homeowners, HOAs will be able to get to a point
where the building or settlement where they live will operate flawlessly on a routine schedule.
To do this, the HOA leadership and membership need to plan for and maintain through their
monthly contributions and outside sources for all services associated with maintaining the
building and/or common property, e.g. cleaning, repair and regular maintenance of elevators,
electric supplies for the common spaces, snow removal, current and small repairs and/or
emergency services, wiring and lighting in accordance with the standards and regulations, as
applicable. These anticipated costs should be included in the annual budget.

HOA leadership and homeowners should also consider including in their annual budget costs
involved with financial management (action plans, budgets, accounting, analyses, financial audit,
taxes, loans, etc.) and administrative assignments related to HOA activities (i.e. filing of
correspondence with homeowners, tenants and other cooperating institutions and companies;
preparing minutes from meetings of the Board, General Assemblies; and recording agreements
and contracts with suppliers). The scope of this work and its cost, of course, is dependent on the
HOAs need to contract outside services to provide them. If the HOA is contracting for these
services, it should use historical costs of similar activities or quotes from outside sources to
calculate the cost of such services in their annual action plan budget.

Medium-term and long-term financial planning

Sometimes, there will be major repairs and maintenance of common areas of the building that an
HOA would like to take care of, but because of financial constraints or other priorities, it cannot
do so immediately. In such situations, it is necessary to develop medium-term and long-term
financial and project planning.

As mentioned elsewhere in this handbook, it is essential to invite an expert to conduct a technical
assessment of the condition of the building so that the HOA has a clear idea of the condition,
urgency, and cost for all repairs associated to the building. Medium-term and long-term financial
plans are developed based on technical feasibility of these studies. When developing the
financial plans for these repairs, HOAs will need to consider the cost to rent the technical
equipment and purchase required supplies, and the cost to hire qualified professionals to design
and complete the work. Once the draft budget that includes these costs is approved by the HOA,
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the administrator or person handling the expenses on behalf of the HOA should be held liable to
ensure that expenditures are within the defined limits of the budget. Throughout the year, the
HOA will need to update its budget tracking by comparing actual income and expenses with the
budget levels to ensure costs are within budget. Continuously monitoring in this way will ensure
that the HOA will remain within budget and not face huge operating deficits at the end of the
year.

Operation and accounting of financial transactions

It’s a good idea for HOAs to open a bank account if it intends to make financial transactions and
collect dues and other income. The advantage of having a bank account is that there is
transparency; all financial transactions can be verified and accounted for, something that is
important to homeowners who contribute to a common fund. For example, with a bank account,
homeowners’ monthly payments are clearly reflected in the internet banking, and the chairperson
can easily control the payment of homeowners’ fees. When homeowners fail to pay their
contribution, the chairperson or administrator hired by the HOA should send a reminder to the
homeowner notifying them of their payment. If the homeowner refuses to pay his/her
contribution, a penalty specified in the Charter can be assessed. There are various types of
penalties that may be imposed at the discretion of individual HOAs. In many Eastern European
countries, for example, the Civil Code includes provisions that regulate penalties towards non-
payers. In Slovakia, for example, the civil code specifies that if a homeowner does not pay on
time, a 0.5 percent of the total sum penalty is assessed for each day in arrears.

Another advantage of having a bank account is that transactions related to payment to service
providers can easily be tracked and presented to homeowners. It is important for HOAs to
regularly share financial information that accounts for income, expenses, and budget balance
with the residents to maintain trust that their contributions are being used as planned. At the end
of the year, financial information and a summary of all the projects in progress and accomplished
should be shared at the General Assembly.

FINANCING

Homeowners have an obligation to make payments to an HOA Fund which is used to pay for the
management and operation of HOAs and its maintenance and repair expenses.?® The payment
amount is subject to agreement among homeowners, and is then included in the HOA Charter or
approved minutes from the General Assembly. Including this provision in the HOA Charter as a
requirement is essential because it represents a type of insurance on the part of homeowners that
the financial commitments they make as a group will be able to be paid, especially those
commitments for longer term infrastructure projects.

% Georgian Law on Homeowners Associations, Part IV, Article 21, paragraph 1f.
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In addition to homeowners’ contributions, HOAs will likely need to raise funds from other
sources to pay for needed repairs, maintenance, and infrastructural developments whose costs
exceed the revenue generated by homeowners’ fees. Examples of other funding sources include
income from non-commercial economic activity, support from local governments, and loans.

NOTE: It is mandatory to register with the Georgian tax department before starting any
income generating activity. It is the responsibility of the HOA to pay all applicable taxes
related to income generating activities. Proper accounting of finances is essential and
required for transparency purposes.

Non-commercial economic activity

HOAs may implement any income generating activity as long as it is not prohibited by Georgian
legislation.?® This includes earning income from non-commercial economic activity as long as
income earned from these activities is used for the purposes described in the HOA’s Charter.

Non-commercial economic activity includes renting out or selling jointly-owned property, e.g.
space on the rooftop, basement, land plot, or any other jointly-owned HOA property. Specific
examples include renting the walls of the fagade for advertisement purposes, renting jointly-
owned rooms for store-front shops, beauty salons, and office space, using jointly-owned
greenhouses to grow and sell produce grown in the greenhouses, renting out jointly-owned hall
for special events. HOA homeowners may also rent space in their building to operate such
organizations themselves, but the rent it pays must be paid to the HOA, and the funds must be
used to pay for HOA construction activities or to maintain common property as mandated in the
HOA Charter. (See Annex 11 for case study examples in Georgia and Eastern Europe.)

Local government financing

Some local governments in Georgia provide financing to encourage communities to establish
HOAs. The local government financing helps HOAs to make necessary repairs and further
develop the jointly-owned property. Examples of local government financing include funding for
roof replacement, elevator repair, pavement of roads, development of sport fields, installation of
gas pipes in building for cooking and heating, and purchase of garbage bins.

Municipalities that have funding available most often require HOA co-financing before they
approve such funding. By co-financing a project, HOAs are sending the message they are
committed to helping themselves by contributing their own funds to improve their situation. The
HOA'’s investment helps to develop motivation among homeowners to participate, take pride in
their advancement, and take good care of their property.

% Georgian Law on Homeowners Associations, Part IV, Article 16, paragraph 2.
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At times, local governments may consider an in-kind contribution as a form of co-financing. It
all depends on the availability of funds and how the local government is authorized to approach
the request. For example, a municipality might purchase construction materials needed to repair
an HOA’s roof or fencing while HOA homeowners contribute their labor to replace or repair the
roof or install the fencing.

To become eligible for local government funding, homeowners must mobilize themselves by
establishing an HOA. HOAs would then contact their respective local government bodies to see
if such funds are available. If there are funds available, the HOA should then ask for an
application and application deadlines. While the application process for local government project
funding differs between municipalities, the basic documentation most often required includes:

= Cover page with HOA contact information;

Statement of the problem;

Detailed description of the project to resolve the problem;
Price quote for the project from a licensed design company;

g 4 4 3

List with names of HOA chairperson and board members with signatures, addresses, and
phone number and 1D card number

= Bank statement showing the amount of co-financing is in the account and available.

Once the application is complete, the local government reviews the application and makes a
decision about funding the project. Annex 12 includes a sample application from a Georgian
municipality.

NOTE: Because of limited funding, we anticipate the availability of funding from local
governments will soon slow down or cease in the near future as it has in most every Eastern
European country. HOAs should not depend on this income for long term funding. The
government’s goal is for HOAs to eventually become self-sufficient and at some point be
able to maintain and take care of their own property with their own resources or income
generating projects. There is great pride that comes from achieving self-sustainability. The
more HOASs begin to start thinking in this way and investing in their own future, the more
successful they will become.

COMMUNICATION

Communication is one of the strongest tools to ensure HOA homeowner involvement. HOA
activities will produce desired results when homeowners are informed, motivated, and have
sufficient information about the needs and benefits of proposed activities. Motivation among
homeowners is reached when there is clear and regular communication. Effective
communication also contributes to the transparency of HOA activities which is an important
factor in establishing trust among the homeowners and the HOA leadership.
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It is important that the HOA advisory board or HOA special committee develop and discuss a
communication strategy for HOA homeowners. Developing a communication strategy is
essential for HOAs for several reasons. First, the neighborhood has the right to be informed
about decisions that affect their housing and livelihoods. Second, having access to complete
information about on-going and planned activities helps residents make informed decisions and
prevents problems that arise due to misunderstandings. Finally, a good communication strategy
is an important part of the learning process for future HOA elected officials.

HOA leadership should establish a strong and effective communication strategy to encourage
proactivity among the community. A good communication strategy requires leadership
commitment to the following principals:

=

=

=

=

Communicate in a timely manner. Residents should be informed about all planned
activities with sufficient advanced notice to make informed decisions.

Communicate honestly. Open and honest communication with residents is an important
principal to follow as it encourages residents to become more involved.

Communicate fully. Provide as much information to the community as possible so that
owners have the full picture of what is going on.

Communicate in a positive way. Present the costs and advantages of a project or activity
in an objective and positive manner so that homeowners are encouraged to contribute
their ideas that may improve the process.

Examples of mechanisms to improve HOA communications:

=

=

=

Suggestion Box. HOA leadership could place a suggestion box in the HOA office to
encourage homeowners to submit comments and suggestions. Leadership should consider
all proposals submitted.

Satisfaction Survey. HOA leadership could administer short surveys periodically that
measure homeowner satisfaction about the services provided. Open ended questions
asking for respondents to include proposals for improvement should be included in these
surveys.

Open Forum. Informal meetings among homeowners to discuss problems openly and to
put forward questions are an effective way to encourage participation.

Office Hours. The HOA chairperson should establish regular office hours and make
himself/herself available to discuss maintenance and/or other issues. Information about
office hours should be placed on an Information Board outside of the chairperson’s
office.

Newsletter. A regular monthly HOA newsletter to update residents on planned and
ongoing activities is recommended. A special “Questions and Answers (Q&A)” section
within this circular is one way to share information that is on people’s minds.
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ACCOUNTABILITY AND TRANSPARENCY

The HOA board is responsible for providing regular reports to the HOA on the implementation
of activities of all projects in the form of progress reports, fund reporting, and tax liabilities to
ensure transparency of HOA activities and participation from homeowners.

HOAs conducting financial transactions must have a bank account. Proper accounting of the
finances for each apartment building or neighborhoods with individual houses must be
transparent so that homeowners understand exactly how the funds are spent. If the financial
transactions are not presented transparently and accounted for properly, apathy and indifference
among homeowners often arises, and homeowners become less likely or willing to contribute to
repairs. Clear communication about how funds are spent is very important to the budget approval
process because homeowners need to feel confident that the money they invested is well spent.

Homeowners must be patient after they establish an HOA. Activity during the first few
years will be slow. The first years represent a time when homeowners and the elected
leadership learn how to interact with each other as well as work together constructively. It
is also a period for collecting information about the frequency of repairs and related costs.
This learning process and data collection period is critical and time well spent. Once this
information is collected and analyzed, the HOA can begin planning and making decisions
related to contracting. Experience shows that two to three years is necessary to see real
results.

All transactions, large and small, must be conducted in a transparent way. It is good practice for
the HOA to create a committee who focuses on the procurement process and applies competition
when making awards, e.g. getting a minimum of three (3) bids for all goods and services related
to construction projects. This practice ensures transparency and accountability, as well as good
value for the money, which is really important in the success of the HOA.

USE, DEVELOPMENT AND DISPOSAL OF PROPERTY

The property of HOA homeowners may be categorized as personal and joint.

Personal property includes an individual homeowner’s apartment and/or non-residential unit of
property (e.g. basements, lofts), that may be remodeled, separated, or renovated in a way that
does not damage joint property or impinge on individual ownership rights of another
homeowner.?’

Joint property includes all non-personal property located on a land plot within the redline
boundaries. Examples of joint property include the land plot on which the apartment is built,
engineering equipment and wiring, foundations, structures, basement, facade, roof, common

2Georgian Law on Homeowners Associations, Part I, Article 3e and Part 2, Article 4
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balconies, corridors, staircases, boiler room, elevators, and all other property not owned
personally by an individual member of the community.?®

Each HOA homeowner owns a share of the joint property. The number of shareholders equals
the number of apartments in the apartment building. Each homeowner’s share of the joint
property is calculated based on the area of his/her personal property compared with the area of
all apartments in the apartment building.?® For example, if an apartment building consists of 20
flats and the total area all 20 flats and the jointly-owned property equals 10,000 m?, and the
apartment of one family is 25 m?, then that family’s share of the joint property equals 25 m?:
10,000 m? = 0.0025 (calculated by dividing 25 m? by 10,000 m?).

The difference between personal property and jointly-owned property is in the discretion a
homeowner has regarding the use of that property. For example, the owner of personal property
may use his or her personal property at his or her own discretion. That individual may sell or rent
his or her personal property as well as the share of his common property without having to seek
consent from the other owners within the apartment building.

Alternately, the discretion to use or sell jointly-owned property is much more limited. For
example, some apartment buildings have rental space on the ground floor which is jointly-owned
by the homeowners in the building. Leasing or selling such space would bring in income to the
HOA. However, leasing or selling such property also requires consent from all other co-owners
because they hold a share of that joint property. The procedure for making such a decision
requires the chairperson to convene a General Assembly, and take a vote among all legal
homeowners. Unanimous consent (100 percent of all HOA homeowners) is necessary before the
transaction can take place.*

When developing an HOA Charter, an HOA should attach to it the drawings that show the exact
location of each of the jointly-owned common spaces (e.g. stairwells, elevators, basements, lofts,
etc.). Such drawings normally are obtained from the Public Registry, upon request. If an HOA
homeowner wants to register his or her share of the ownership of the joint property with the
Public Registry, the homeowner must present the Charter and the drawing that shows the exact
location of the jointly-owned property.3!

Georgian Law on Homeowners Associations, Part |, Article 3f and Part 2, Article 5
Georgian Law on Homeowners Associations, Part II, Article 5, paragraphs 1-5
30Georgian Law on Homeowners Associations, Part |l, Article 6, paragraph 5
31Georgian Law on Homeowners Associations, Part 11, Article 4, paragraph 2
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Note: Even though individual apartments are considered personal property, the load-
bearing walls shared with the neighbors are actually jointly-owned property; residents do
not have the right to remodel anything that involves structural changes of that wall without
the agreement from all the homeowners.

Homeowners also should be aware that the main sewage lines and ventilation shafts
installed throughout the apartments are considered jointly-owned property. Individual
homeowners have no right to limit access to their apartment to get at these sewage lines
and ventilation shafts if there is need to make repairs.

MAINTENANCE OF JOINTLY OWNED PROPERTY

Many residents living in multi-family apartment buildings and individual houses / neighborhoods
take care of small repairs with resources available in their own communities. They acknowledge
that this practice has proven to be more cost efficient and services of higher quality. They also
say they trust their neighbor’s skills and believe they will be billed more fairly than they would
be by maintenance specialists invited from outside their communities.

Many HOAs have started including maintenance teams as part of their structure. Having a
maintenance team on site allows the HOAs to maintain their jointly-owned property more
efficiently and keeps the costs of repair down. Those maintenance teams could be called on to
repair the roof, elevator, and electrical and water systems that affect all residents.

Maintenance teams also provide the convenience of on-call technicians for individual
homeowners. One advantage of having a maintenance team within the apartment building or
neighborhood is that their level of engagement in maintaining joint and personal property is
higher because they own property within the same community and have a vested interest in
making sure the quality of the services they provide are good.

Maintenance teams could serve an important role for the HOA. For example, they could
participate in the comprehensive technical audit HOAs undergo shortly after formation
identifying all the technical problems of the building, advising the HOA chairperson and board
on the most efficient way to address those problems, and providing a cost estimate for repair or
renovation. They could also help the HOA to prioritize maintenance and repair projects by
identifying the extent of damage and level of urgency.

HOAs, which have maintenance teams within their structure, start by first identifying residents
within their apartment building or neighborhood who have the technical qualifications and
maintenance skills necessary to address the needs of the community. They then take inventory of
the kind and level of expertise and skills these individuals have, e.g. electrical, plumbing,
construction. It is important for an HOA to conduct such an inventory of their skill base so that it
can tailor the scope of work appropriately according to the skills and knowledge available.
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In the ideal situation, maintenance teams are adequately trained to make small repairs in the
community and are equipped with the necessary maintenance tools. However, most of the time
maintenance team members could benefit from additional training, and should take advantage of
special skill training on property management and maintenance to enhance their technical skills.

Maintenance teams should investigate if they are subject to taxation, and register with the
tax inspectorate as appropriate.

HOAs also may want to acquire special technical tools that maintenance team members may use
when making small repairs. Some HOAs rent their tools to maintenance teams for a small
charge. This allows the maintenance team to earn income inside and outside of their community
while also generating income for the HOA.

General roles and responsibilities for HOA Maintenance Teams include:

= Conduct regular/seasonal checkups of the building infrastructure and report results to
HOA elected officials;

= Compile a comprehensive check list of parts of the building infrastructure that need
regular inspection with a schedule of dates when inspection should be made, e.g. roof,
water supply, sewage system, manholes, electrical wiring and equipment, and structural
condition of the building;

= Assist the HOA in planning maintenance jobs, establishing priorities in order of safety,
scheduled service requirements, and noticeable emerging breakdowns;

= Inventory available materials and qualified suppliers;
= Make small-scale repairs;

= Inform HOA elected officials of potential emergencies, e.g. cracks or leaks in the
infrastructure that require expert involvement outside of their capacity;

= Assist HOA to establish ownership of various installations, e.g. septic tank, utility meters,
supply lines;

= Use HOA-owned equipment and tools with care and for the purposes the tools were
intended to be used; and

= Participate regularly in maintenance and property management courses to improve
technical competence.

37




CONCLUDING MESSAGE

It is our sincere desire that this handbook, the first comprehensive HOA Management guide in
Georgia, will provide the majority of homeowners in Georgia the guidance they need to establish
and manage HOAs for their community. Despite the legislative gaps that exist in current
Georgian law, we envision that by disseminating this handbook that uses best practices and
international experience as its foundation, homeowners will have the tools they need to feel
confident about creating homeowners’ associations within their community to manage and
develop their property. We hope you find this handbook useful as you work through the steps to
become a successful and self-sustainable HOA.
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ANNEXES

Annex 1. Examples of Public Notices & Informational Brochures

Public Notice

For the purpose of establishing Homeowners’ Association, a planning

committee of the neighborhood at is organizing a
meeting of homeowners at a venue , __time , __date
For questions, please, contact name_, at tel , email:

Participation Of Each Household Representative Is
Important

Your House — Is Your Home!
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Annex 2: A Template & a Sample Charter

# 28, Sukhumi Street, Telavi
Homeowners Association

,,Lord is with us’

CHARTER

1. General Provisions

1.1 The homeowners’ Association of the multi-apartment house (hereinafter “Association”) of
Telavi (# 28, Sukhumi street) represents the unity of homeowners, which acts in accordance
with the Constitution of Georgia, Law of Georgia “On Homeowners’ Association”, other
normative acts and this Charter.

1.2 The Association does not represent a legal entity;

1.3 The Association acts in relationship with third parties on behalf of the entire condominium.

1.4 Name of the Association - “Lord is with us”
2. Objectives of the Association

2.1 Objectives of the Association are:
a. Maintenance, exploitation and development of common areas of homeowners;
b. Support to use of owned and common areas by homeowners;
c. Protection of interests of homeowners;
d. Ensuring good neighbourly relations

3. Forms of Activities of the Association
3.1 In order to fulfill its tasks, the Association is authorized to:
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develop and approve the Charter as well as rules for introducing amendments and
addenda thereto;

Establish relations with the Rustavi local self-government bodies and other institutions;
With consent of local self-government executive bodies and based on the univocally
adopted decision of members of the Homeowners’ Association of the apartment house
located on a single land plot to take a decision creating one or several Associations of
homeowners according to the apartments in one entrance;

With the consent of the executive branch of local self-government and based on decision
received by residents of multi-apartment houses located on adjacent land plots, to
establish a single homeowners Association;

cooperate with various public organizations;

open a bank account and deposit joint funds of the Association

perform other actions not prohibited by the Charter and the Georgian legislation

4. Individual and common property of homeowners

4.1 Individual property of homeowners

Apartment in ownership of separate individuals, as well as certain areas (cellars, attic, etc.) in the

ownership of the member of the homeowners Association;

4.2 Members of the Homeowners’ Association approve owners of working areas (cellars, attics,

etc.) at the general assembly of the Association by 2/3" of votes.

4.3 Common property of homeowners is a part of homeowners property, which does not

represent the individual property; they are:

a.

b.

oG rh

Land plot;

Service facilities and premises as well as communication facilities and wiring represent
common property of the Association members;

Bearing and cladding structures (facade) (foundations, carcass, walls, common balconies,
interim coverings between the floors, balusters, mouldings, drainage pipes, etc);
Corridors, entrances, falls, staircases, cellars, attics, boilers, technical facilities, roofs, lifts,
various shafts, bunkers, etc., which do not represent individual property;

Transit wiring;

Other movable property;

Securities;

Intangible good;
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4.4 Owner of each apartment (non-residential space) is at the same time the shareholder of the

common property

4.5 Share of the homeowner in the common property of the Association shall be determined in

ratio to space in individual ownership from the total space of the area of all apartments of the

apartment-house;

4.6 It is inadmissible to alienate the individual property, neither it is admissible to rent, mortgage

or use it otherwise as other type of collateral without taking into consideration the relevant

share of the common property

5. Rights and Obligations of Homeowners

5.1 Owner of the individual apartments may:

a.

At personal discretion, without consent of other members of the Association, own, use
and dispose personal apartment, exclude any influence of other persons on it, if such
influence does not violation the law or rights of third parties;

Get reasonable compensation from funds of the Homeowners Association for cost borne
to avoid loss or damage to common property of the Association;

Personally or via representative participate in activities of the Homeowners Association;
Elect and be elected as a Chair of the Homeowners Association

Receive information about activities, condition of the common property and
expenditures of the Association;

Suggest improvements to the activities of the Association;

Personally or via third parties perform maintenance, exploitation or development related
works in the common property of the Association. In such a case, the labour of the
member of the Association shall be accounted and assessed by the Chair of the
Association. The fee to be paid by the owner shall be reduced accordingly to the volume
of performed work. Exception can be made by making the relevant amendment to this
Charter and based on decision of the General Assembly;

Exercise other rights, which are not prohibited by the Georgian legislation and do not

contradict objectives of the Homeowners Association.

5.2 obligations of the owner of the individual apartment are:

d.

to keep and use the individual property as well as the common property of the
Association in a way that others’ property is not damaged, and act in the limits of the
neighbours influence tolerance;
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do everything to ensure that all staff of the enterprise located in the apartment house or
those, who received a land plot or a part of the building of the common property, obey
the obligations listed in the paragraph “a” of the article;

tolerate impact on part of his/her apartment and common property of members of the
homeowners Association, if such impact complies with provisions of paragraphs “a” and
“b?;

to permit an authorized person to enter the apartment or temporarily use it, if such is
necessary for improvement of the common property of Association members and for
repair/renovation of such. Damages incurred during such time, shall be compensated.
Tolerate measures, necessary for arranging and functioning of communication and supply
system of the building The owner, in favour of whom such measures are being carried
out, shall compensate the loss or damage incurred in such a case;

To participate in maintenance and exploitation of the common property of the
Homeowners Association proportionately to his/her personal share and share in the
common property of the Association;

In order to protect the common property of the Association, he/she shall protect
construction and technical, firefighting, sanitary and other norms and rules;

In alienating personal property, the potential buyer of the property, shall receive full
information about existing or upcoming obligations/liabilities to the Association;
Members of the Homeowners Association shall register at the Public Registry restriction
of the right to own, use or dispose the individual property based on the written
agreement, which comes into force only after registration of such at the Public Registry;

Perform other obligations as prescribed by the Georgian legislation;

Rights of Homeowners Association

The homeowners Association is authorized to:
Enter into agreements with third parties in accordance with the Georgian legislation and this
Charter;
Acquire movable and immovable property;
In accordance with the established rules:

a. c.1 lease, rent, exchange, alienate or write off common property of homeowners

Association;

b. c.2 lease, rent or alienate common immovable property of homeowners Association
insure common property of the homeowners Association;
use the bank credit;
perform other actions as prescribed by the Charter of the Association (which shall be
reflected in this Charter), if it does not contradict legislation of Georgia
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6.2 Income source of the Homeowners Association may be any source, which is not prohibited

by the Georgian legislation;

6.2.1 impose on members of the Association additional costs necessary for development of the

common property of the Homeowners Association. Imposition of additional payment is

allowed only if approved by 2/3+¢ of Association members

6.3 The Homeowners Association is authorized to carry out non-entrepreneurial economic

activities; revenues received from such activity shall be used for fulfillment of objectives of

this Charter and legislation;

6.3.1

The Homeowners Association shall be authorized to engage in following non-
entrepreneurial economic activities:
a. Alienate or grant the right to use common property of the Association, including
roofs, attic, cellar, land plot, unless either of listed is privately owned;
b. Place monetary resources in the banks and other financial/credit institutions;
Other legally established non-entrepreneurial economic activities (i.e., moral, social,

material support of community or Association members, etc)

7. Management bodies of the Homeowners Association

7.1 General Assembly of Members of the Homeowners’ Association

7.1.1

General Assembly of the Homeowners Association shall be considered as authorized, if
attended by 2/3+ of its members;

If the General Assembly of Homeowners’ Association is not authorized, then the
Chairperson of the Association shall call a repeated General Assembly with the same
Agenda. Such a General Assembly shall be considered as authorized notwithstanding the
number of members attending it. This fact shall be noted at the moment of inviting the
General Assembly;

At the moment of taking decision at the General Assembly of the Homeowners’
Association, each owner shall have one vote only. If the apartment has several owners,
they can use the vote only jointly. If the owner has several apartments, then he/she has
the number of votes equal to number of apartments owned.

The decision at the General Assembly of the Homeowners’ Association shall be taken by
more than 50% of those attending the Assembly; this rule does not apply except following
issues:

a. Election of the Chairperson of the Association;

b. Determination of the term of the Chairperson;

c. [Extension of the Chairperson’s term of service;

d. Re-election of the Chairperson;
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e. Adoption of the Charter of Association

Decision on such issues shall be taken by 2/3 of members of the Homeowners’ Association.

If number of Association members does not exceed 12, the Charter shall be adopted by 3/4®
of Association members.

2) Decision of the Homeowners’ Association adopted univocally by all members of the
Association and consent of the local self —government body (City Hall) is required for the

following:

a. To establish one Homeowners’ Association for sevral apartment houses located on
adjacent land plots;
b. To establish one or several Homeowners’ Association in one apartment house (by various

entrances) located on one land plot;

The apartment house shall be the house, comprising more than two individual property units
(apartments)

7.1.5  Association shall not be authorized to participate in voting,:
a. In case of the conflict of interest;
b. If the issue under consideration concerns the claim filed with the Court;

7.1.6  Decision of members of the Homeowners’ Association shall be reflected in the Minutes;
Minutes shall be developed and signed by the Chairperson of the Assembly. Each owner
shall be authorized to read the Minutes of the General Assembly. The Minutes may be
appealed by the Association member at the Court.

7.1.7 Execution of the decision of the General Assembly of the Homeowners’ Association is
mandatory for each member of the Association, including those, who did not participate

in the voting process. In such a case the reason does not matter.

7.2 Calling the General Assembly of the Homeowners’ Association
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7.2.1

7.2.2

723

7.2.4

General Assembly of the Homeowners’ Association shall be called by the Chairperson of
the Association at least once a year. Periodicity of calling the General Assemblies may be
changed based on amendment introduced to this Charter.

In case of absence of the Chairperson, or if the he/she avoids calling the General
Assembly in contradiction to his/her obligations, the Assembly may be called by any
owner. Exception shall be allowed only if the relevant amendment is introduced to this
Charter.

Members of the Homeowner’s Association shall be notified about the General Assembly
in writing. In case of emergency. The Assembly shall be called immediately.

The Assembly shall be led by the Chairperson of the Homeowners’ Association, unless
otherwise decided by the Assembly

7.3 Persons Authorized to Manage the Homeowners’ Association

7.3.1
7.3.2

7.3.3
7.3.4

7.3.5

7.3.6

7.3.7

The Homeowners’ Association shall be managed by the Chairperson of the Association;

In the multi-apartment house which has more than one entrances, the Chairperson of the
Association, shall be authorized to appoint representatives in each entrance; authorities of
Representatives may be prescribed by addenda to this Charter, or the representatives act
in the limits of law or upon instruction of the Chairperson.

Chairperson of the Association shall be elected at the General Assembly by 2/3 of votes;
Any member of the Homeowners’ Association or the person from outside (manager) may
be elected a Chairperson of the Association. The latter (manager) may be any person, who
does not possess any individual property at the apartment house of the Association.

In absence of the Chairperson or in instances when the Chairperson fails to perform the
authorities, functions of the Chairperson shall be discharged by either member of the
Association, as instructed by the Chairperson.

Upon expiration of the term of the Chairperson, unless re-elected, the ex-Chair of the
Association shall transfer all the relevant information and documentation as well as
material values, to the new Chairperson;

Chairperson of the Homeowners’ Association shall:

a. Call and lead the General Assembly of the Homeowners’ Association;

b. Ensure execution of decisions adopted by members of the Association;

c. in consent with members of the Association take necessary measures to properly
maintain, exploit and develop common property of members of the Homeowners’
Association;

d. In consent with assembly of members of the Association, he/she shall determine costs

for the current year;
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7.3.8

In agreement with members of the Association, he/she shall determine regular
expenditures of the members of the Association as well as additional payments to be
made by members of the Association in accordance with the share in common
property of each owner;

In agreement with the Assembly of the Homeowners’ Association, he/she provides for
alienation, lease, rent, servitude or otherwise transfer of the property on common
ownership to third persons;

In agreement with the Assembly of the Homeowners’ Association, he/she provides for
taking and issuing loans;

Takes measures, necessary for observing certain deadlines or for prevention of any
negative legal outcome.

Takes and pays amounts necessary for covering the incurred costs or debts, if such
concerns joint activities of owners;

Signs contracts and submit relevant documentation if such is connected to
maintenance, exploitation and development of the common property of members of
the Association; or if it concerns common interest of the Association;

Ensures fulfillment of obligations under the Association contract terms;

Represent the Association in Courts and other Administrative bodies;

. May perform other activities, which are not prohibited by the Georgian legislation

and which can be considered in this Charter in the form of relevant addenda

The Chairperson ensures maintenance, exploitation and development of common

property by hiring labour and services based on signed with them contracts;

8. Liquidation of the Homeowners’ Association

8.1 Association may be liquidated if:

d.

Apartment house or entrance (riser block of flats) of the apartment house where the
homeowners’ Association was founded, has completely ruined

One person became owner of all apartments in the apartment house or entrance, where
the homeowners’ Association was created;

In other legally prescribed cases (for instance, abolishment of Associations as such by law)

8.2 In case of liquidation of the Homeowners Association, remaining common property of

members, except for the land plot, shall be distributed between the members of the

Association proportionately to their shares in such property

8.2.1

After the liquidation of the Homeowners’ Association, remaining land plot shall not be
divided between the members. It shall be considered as their shared property. In case of
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alienation of the land plot or in case of imposition of collateral on it, the amount
(property) shall be divided between the members before the liquidation of the

Association proportionately to their shares in such property.

9. Other issues under the Charter

9.1 This Charter considers issues, which are not listed or described above and specific form of

10.

which as well as types of activities shall be defined by the General Assembly of Homeowners’

Association by simple majority of votes of those attending the Assembly. It can be done via

addenda or amendments to Charter in question; such issues are:

a.
b.

C.

Rules for introduction of amendments and addenda to the Charter;

Specific rules for development of the common property of the Association

Amounts of costs in addition to regular costs of the Association members aimed at
development of the common property; such additional costs shall be proportionate to
their share in the common property;

Rules for adoption of the economic plan and its execution;

Rules for alienation, lease, rent, servitude, transfer to other parties, or other of the
common property of members of the Association;

Specific rules for taking and paying loans;

Specific rules for acquisition of common property of members of the Association;

Rules for transfer of management of the common property of the Homeowners’
Association to the hired manager;

Other issues, related to activities of the Association, which are not reflected in this

Charter and which do not contradict the Georgian legislation

Members of the Association

10.1 Following owners of individual residential space represent members of the given

Homeowners’ Association of the apartment house (list as Annex)
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Annex 3: An Example of a Letter of Invitation, Agenda, & Delivery Sign off Sheet

Invitation

to owners of apartments and non residential spaces of the house __address to a general
asembly, which will be held in __venu date_, time__ with the following program:

General assembly Agenda:
= Explain meeting protocol (decision making rules and listening with respect)

= Select chairperson and secretary for the first General Assembly who will
moderate the first meeting and sign the minutes at the end of the meeting

= Vote to establish an HOA
= Define the Structure of the HOA
o Candidate speeches
o Election of HOA Chairperson
o Election of advisory board members
= Discuss, revise, and approve HOA charter.

Owners of apartments and non-residential spaces, who for various reasons
cannot attend Assembly, they may delegate to the verified power of attorney to
represent another person.

Date

Chair: name
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Sign off Sheet for Accepting Invitation

Apart. Name and surname Date Signature
No.

11

12

13

14

15

16

17

21

22

23

24

25

26

27

31

32

33

34

35

36

37

41

42

43
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44

45

46

47

51
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Annex 4: A Sample Scope of Work & Template for the Scope of Day to Day Activities of
the chairperson

Sample Scope of Work for the day to day activties of HOA chairperson
Chairperson

as statutory authority manages the activities of Association and acts on its behalf. Chairman is
elected the General Assembly by a simple majority of votes of owners of apartments and non-
residential spaces in the house for three years. The Chairperson shall rule on all matters of
community, if not by law or by contract entrusted to another body of the Association.
Chairperson proposes for General Assembly discussion after the approval on the Board meeting
for approval

a) Association budget for the calendar year

b) the annual accounts of the Association

c) the amount of the monthly payments for the services

d) the amount of monthly payments for administration,

e) the use of the Fund's operation, maintenance and repair,

f)  the amount of contributions to the operation, maintenance and repair,

g) bill payments for the services

h) a motion for enforcement proceedings

i) perform the voluntary auction of the apartment or non-residential space in the
house to satisfy claims under § 15

moreover Chairperson :
— enters into contracts for the supply of services under the prior consent GA
— equips correspondence
— consults with experts needed solutions of repairs

— prepares with board (and special elected committee) the tender documents for the design and
implementation of project solutions for major repairs

— monitors continuously with the accountant costs and consumption for each service
— monitors the operation of the house and orders in that regard services
— gives the necessary certificates (eg. the sale of apartment)

— continuously provides the necessary information for owners (such as a regular "open door" in
office)
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Annex 5: A Template and Sample Minutes

Homeowners’ Association
General Meeting Minutes No. 1
(Template)

City/Town dd/mmlyy

Multi-apartment building address:

Meeting location:

Meeting time:

Total number recorded in the multi-apartment building: XX of which

- privatized apartments: XX
- non-privatized apartments: XX

General meeting was attended by 26 apartment owners.
Quorum convened, meeting authorized.
Agenda:

Meeting Chair elections

Selecting the Association name

Association Chair elections

Defining the Chair’s period of authority

Issue of registration of the HOA at the Non-entrepreneurial Non-commercial Legal Entity
(NNLE) “XXXX Apartment Building”, in XXX

6. Adopting the Association Charter.

ok~ wbdE

1. Procedural issues: electing the Chair from the members attending the meeting;
a) Was heard the proposal:

b) This proposal was voted upon:
For: XX; against: XX; refrained: XX.
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c)

: .
b)

c)

: :
b)

c)

Decided:
To elect Association member as the meeting chair.

Issue of selecting the Association name.

Was heard the proposal by the meeting Chair to select as the
Association name;

This proposal was voted upon:

For: XX; against: XX; refrained: XX.

Decided:

To name the Association HOA

Issue of electing the Association Chair;

Was heard the proposal by the meeting Chair to elect as the Association
Chair;

This proposal was voted upon:

For: XX; against: XX; refrained: XX.

Decided:
To elect the Association member as the Association Chair,
residing at: address

. Issue of defining the Chair’s period of authority:

a) Was heard the proposal by the meeting Chair to define the Association Chair’s time
period of authority as XXX months.

b) This proposal was voted upon:
For: XX; against: XX; refrained: XX.

c) Decided:
To define to define the Association Chair’s time period of authority as XX
months.

Issue of registration of the HOA at the Non-entrepreneurial Non-

commercial Legal Entity (NNLE) “XX Apartment Building”, in XXX:

a) Was heard the proposal by the meeting Chair to register the HA “Abkhazeto Chemo”
at the NNLE “Rustavi Apartment Building”, in Rustavi;

b) This proposal was voted upon:
For: XX; against XX; refrained: XX.

c) Decided:
To register the HOA at the NNLE “XX Apartment Building”, in
XXX.
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6.

Issue of introducing changes to the database of Association registration of the NNLE

“XX Apartment Building”;

a) Was heard the proposal by the meeting Chair to introduce changes to the database of

Association registration of the NNLE “XX Apartment Building”;

b) This proposal was voted upon:

For: XX; against: XX; refrained: XX.

c) Decided:

To request introduction of changes to the database of Association registration of

the NNLE “XXX Apartment Building”.

Issue of Charter adoption:
a) Was heard the proposal by

b) This proposal was voted upon:

For: XX; against: XX; refrained: XX.

c) Decided:

The Association adopted the Charter.

Meeting Chair: [ Signature ]

to adopt the Charter;

No. Apartment/non-residential space Apartment No. and Signature
owner first Name, last name/legal telephone
entity title

1

2
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Annex 6: A Template & Sample Action Plan

Activity 1:Roof Repair for the Building

Sub Activity Budget Resources Timeline of Responsible Person
Implementation

1.1 | Develop Bill of 200 GEL Reconstruction Apr. 1- Apr 15,2012 | Invited engineer
Quantity and maintenance

fund of HOA

1.2 | Organize 0 N/A Apr. 15 - May 15, HOA chairman and
procurement 2012 roof repair committee
process and (temporal for this
identify service project
provider implementation)

1.3 | Contract with 50, 000 Reconstruction By May 20, 2012 HOA chairman
service provider GEL and maintenance

fund of HOA

1.4 | Identify 0 N/A By May 15, 2012 HOA chairman and
monitoring body roof repair committee
(it can be
maintenance
team)

1.5 | Establish regular 0 N/A May 20 —July 20, HOA chairman and
meetings with the 2012 roof repair committee
service provider
and HOA
leadership for the
monitoring of
works

1.6 | Monitor works 0 N/A May 20 —July 20, Monitoring body

(internally)

2012

TOTAL BUDGET:50,200 GEL

TOTAL TIME FOR ACOMPLISHMENT OF THE ACTIVITY: 15 weeks (From April 1 to July 20).
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Annex 6. Action Plan Sample for HOA/ NA

Sub Activity Budget Resources Timeline of Responsible Person
Implementation

1.1

1.2

13

14

15

1.6

TOTAL BUDGET:

TOTAL TIME FOR ACOMPLISHMENT OF THE ACTIVITY:

57



Annex 7: Slovakia Case Study on energy efficiency project effects

Case Study - Slovakia

In 1993, Slovakia, like Georgia and many former Soviet Republics in transition at the time,
enacted a privatization law whereby state-owned housing (apartments and shares of common property)
were transferred from the municipality to private citizens. Similar toGeorgia, Slovakian law requires
homeowners to establish homeowners associations or to hire professional management firms to
manage and develop the property according to decisions made by the homeowners. Since the law was
enacted a decade ago, most of the housing stock in Slovakia has been privatized and homeowners have
established management units. The primary objective of developing these homeowners associations or
management units is to ensure the housing structures meet safety standards, which includes arranging
and paying for utilities such as water, gas, and powerrequired of the homeowners for proper functioning
of their homes, and procuring the necessary services to maintain the common property such as cleaning
common areas, repairing and maintaining lifts, paying for bookkeeping and accounting services, and
making small repairs and larger renovations.

In Slovakia, homeowners are required to make monthly payments to the homeowners
association to pay for these services. They are also required to raise funds specifically for
repairs,maintenance, and construction worksbased on their share of the property. The money
accumulated in what they call theirRepair and Maintenance Fundfor each apartment building is made
available to homeowners to pay for small and large repairs and new construction projects they agree to
implement.Homeowners also draw on the support from Slovakia’s State Fund of Housing
Developmentwhich provides funding to homeowners associations to renovate their property, eliminate
system faults, and develop new construction. Limited funding to homeowners is also provided by
Slovakia’s Construction Savings Scheme which the government established to assist citizens by providing
homeowners with no- or low-interest loans to improve and upgrade their homes.

Slovakian homeowners enthusiastically grasped these funding opportunities, and contributed their
own funds to make significant changes and improvements to their property. Examples of the types of
projects include:

= Replacement of worn out structures, equipment, and amenities that restore the functionality of
the building;

= Renovation of common areas and equipment that increase homeowners capacity and improve
community or commercial use possibilities;

= Repairs, upgrades, and renovation of balconies, loggias, and windows; and

= Thermal insulation of apartment buildings such as new siding and roofs which improve energy
efficiency and reduce cost of utilities for homeownersover time.
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The Slovakian government recognized early on that energy efficiency must be a priorityfor the country
for it to reduce its dependence on outside sources. Almost 90 percent of all primary energy usedin the
Slovak Republic is imported fromoutside the EU internalmarket; the only domestic source of energy of
comparable importance is brown coal and a negligible production of gas and oil.Slovaksalso recognized
that energy efficiency could reduce consumption of primary energy sources and reduce the country’s
dependence on imports. Many homeowners associations embarked on energy efficient investments
which not only reduced their energy consumption, but also reduced their energy costs. Here is an
example.

Multi-Story Apartment Buildings in Pezinok, Slovakia

Pezinok is located in the wine making region of Slovakia near the capital of Bratislava. Apartment buildings
in this region were constructed between 1950 and 1998 with either all brick or pre-fabricated construction
materials. A 72 unit apartment building constructed of brick in 1966 is selected for this example. The
buildingwas privatized in 2000 and in disrepair upon privatization. The table below provides an itemized list
of improvements made by the HOA, including construction of 18 new apartment units in 2003.
Investmentsresulted ina 54 percent drop in heat consumed by residentsover 6 years, 23 percent reduction
in average cost per apartment unit, and 4 percent reduction in total annual heating cost.

Year Repairs Cost of Heat Heating Cost
Investment | GJ/m? (1,000 SK)
(1,000 SK)

2000 Repair of sewer connection 210 0.714 Total = 1,053

Avg./HH = 14.63

2001 Gas and electricity updates 54.1 0.73 Total = 1,240

Avg./HH = 17.22

2002 Hydraulic regulation, replacement of SV water meters 948 0.495 Total =971

Avg./HH =13.50

2003 Thermal insulation of gables, closure of valves, water 236.5 0.486 Total = 1,095

treatment, roof repair
Avg./HH =12.17

Construction of 18 new apartment units
26,500

2004 Thermal insulation of front facade 2,443 0.420 Total = 1,030
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Avg./HH =11.44

2005 Installation of door bell system 276 0.395 Total = 1,007
Avg./HH = 11.19

TOTAL INVESTMENT COST 30,667.6

FUNDING SOURCES

OWNER PURCHASE OF UNITS 26,500

LOAN FROM BANK (30% deposit, 9.5 year term at 4.7% 2,800

interest rate)

OWN RESOURCES INVESTED AS OF 2006 1,668
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Annex 8: Land Plot Boundaries
Boundaries of land plots (Part 11, Article 9)

Note: Defining boundaries of HOA land plots is governed by Decree No, 261 of 2010 — On
Approval of the Rule for Determining Boundaries of Land Plots in Common Ownership of
Homeowner Condominium Members (the “decree”), the detailed rules of which must be
consulted in the process of defining such boundaries. The following provides only a
summary of the key provisions of the decree.

There are many cases where members of an HOA have joint ownership of land plots, but the
boundaries (so called “red lines”) are not yet determined. In such cases, boundaries may be
determined based on available records and marked on a new boundary plan of the land plot
using the formula set out below.

The area of the land plot to be attached to a building is calculated by dividing the total surface
area of the ground and above-ground floors of the main residential structure by the intensity
coefficient

Application of these formulas is subject to the following further considerations:

= While drawing the plan of boundaries of the land plot, factual condition of the territory
and existing city construction documentation must be considered.

= The rights of owners, users of adjacent land plots, as wells as of the rights and adequate
living conditions of the owners of the facilities located on the adjacent land plots must be
protected and ensured while determining the normative sizes of the land plots.

= It is possible to increase the normative (within 10%) size of the plot at the expense of the
small land plots adjacent to it, defined by the boundary plan, which cannot be used as a
separate cadastre unit

= Common use areas (the main passages, inter quarterly roads and engineering networks,
children's playgrounds and buildings, and other objects of common use) can only be placed
within the boundaries of the land plot after servitude conditions and other restrictions
necessary for their use have been established.

= The land plot plan should define servitude at the benefit of other land plot(s) if it is
necessary for using them.

= Intercity, regional and local roads, transport networks, engineering networks,
communication lines, squares, parks, green plants are not included into the boundaries of the
land plots to be \attached to the apartment houses.
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= If the area of the actual land plot is less than normative size and it is impossible to
increase it at the expense of the adjacent plot(s), the area and the size of the land plot is
defined according to the actual situation.

= The land plots found within the natural boundaries should be demarked by these
boundary lines

= Protection zones and borders of special regime territories (protected historic-cultural
heritage, natural landscape, sanitary, engineering facilities, and engineering training
territories) must be taken into consideration.

= If application of the formulas results in overlapping of boundaries of two or more
buildings then the boundaries between buildings shall be determined on the basis of
additional formulas provided in the decree.

= In several apartment houses have common territory, which in case of separation will
affect living conditions (functional, transport related, social, etc) defined by exiting norms,
the common land plot can be attached to the apartment houses taking into consideration the
characteristics (age of the buildings, technical state, construction specifications, etc) of the
buildings.

The documentation of land plot boundary plans is processed by any entrepreneur, at the
request and commissioning of the association of householders.

Application for the approval of the land plot boundaries attached to the apartment houses,
prepared in line with the forms content defined by this rule , as well as draft plan of the
boundaries is submitted to the authorized office (for example, Architecture Department) of the
local self-governing unit.

Association of householders should submit the application for the definition of the land plot
boundaries to the the relevant office of the local self-government. The application should have
the following annexes:

1) Land Plot(s) boundary plan (Scale 1:500);

2) Situation plan of Land Plot(s) boundary(ies) (Scale:1:2000)

3) Explanatory note

4) Address, area, restrictions, type of use, of the land plot(s) as well as its(their) area
calculated with the mentioned formula(annex 1)

5) Description of already demarked adjacent land plot(s)

6) Specifications of unattached land plot(s) (Annex 2)

7) Photo materials reflecting the existing situation

8) Photo certifying that the information sign is visibly placed

Submitted application is processed by the relevant office of the local self-government with the
simple administrative procedures, ensuring publicity of the decision making, participation of the
association of householders and other interested parties. After the application is processed, an
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administrative act is issued approving or refusing the approval of the boundaries of the land
plot(s).The refusal can be appealed in the upper administrative bodies and later in court.

In case of approval, the land plot will become the joint property of the association of
householders which can be rented or alienated base by the decision of the association of
householders meeting. Association of householders Finances
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