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ABSTRACT
 

With the passage of the condominium law in May 1995, it was agreed that since registration of 
condominiums will become mandatory, it was therefore thne to implement a public awareness 
campaign and provide additional training for government officials and members of association 
boards of directors. 

The majority of the consultant's work was undertaken in two areas: first, working with Yerevan 
State University (YSU) personnel revising and finalizing the "Condo Course 201"; and,
secondly, assisting Diana Avetiarn with the development of her public relations campaign for 
condominium awareness and conversion encouragement. 

The public relations campaign is critical to course attendance, because it will increase i ,:.rest
in the two courses created thus far. For this reason, the first area to be addressed in this report
will be the campaign. The intent of the "Condo Course 201" is to enhance and advance the 
understating of condominiums from "Condo Course 101." In addition, the course is intended 
to be of particular value to those involved in the facilitation of conversion of state-owned 
housing to condominium associations. 



I. INTRODUCTION
 

In response to the City of Yerevan identifying a need for assistance in implementing housing
privatization, a working group was formed to coordinate with Resident Advisor Anlian on a 
regular basis. This group reports directly to the Mayor. Staff from the Scientific Research 
Center for City Management (SRCCM) have been providing consulting services to the project.
Additional expertise in condominium organization and property management has been provided 
by visiting American experts. 

During the past year, the project has focused on preparing for the passage and implementation
of a national condominium law. In anticipation of this law, Yerevan State University (YSU),
with assistance from the consultant, developed "Condo Course 101" for condominium 
management. This course, which is targeted at government officials and members of association 
boards of directors, has been offered several times in Yerevan and recently in the Earthquake
Zone. In addition, some assistance has been provided to the City egarding the structure and 
organization of an "Office of Condominium Services," which would provide assistance to these 
resident associations. 

In early May 1995, the condominium "law" was issued in the form of an executive Decision. 
The Decision does make condominium registration mandatory. In conjunction with the passage
of the law, LTA Anlian met with the Mayor of Yerevan, who appeared committed to the 
establishment of the "Office of Condominium Services." 

Although the law provides for mandatory registration of resident associations, it is important to 
encourage and support voluntary efforts to generate successful models of association formation 
and action. Therefore, the Mayor agreed that it is necessary to move quickly to develop the 
public awareness campaign and provide additional training. It is anticipated that materials 
developed in Yerevan will be useful throughout the country. 

To support this effort, LTA Anlian and STA Sienkiewicz have recommended a public awareness 
campaign, targeted at residents of potential condominium associations. The goal of this 
campaign is to provide residents with enough information about the benefits of condominiums 
to encourage them to approach their local government for further assistance in forming and 
registering their association. A team of graduate business students at the American University
of Armenia (AUA) has been requested to assist in developing this campaign. The public
relations campaign is critical to course attendance, because it will increase interest in the two 
courses created thus far. For this reason, the first area to be addressed in this report will be the 
campaign. 

In order to provide more advanced training for government staff and community organizers who 
will be charged with encouraghig and supporting the registration and operation of condominium 
associations, early this year LTA Anlian authorized YSU to begin preparation of a second 
course, which would cover in greater depth the issues of operation and management of a 
condominium. The second part of this report focuses on the realization of that course, "Condo 
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Course 201." The intent of this advanced course is to enhance the understanding of 
condominiums from "Condo Course 101." In addition, the course is intended to be of particular
value to those involved in the facilitation of conversion of state-owned housing to condominium 
associations. 

II. PUBLIC RELATIONS CAMPAIGN 

While working with Diana Avetian during the consultant's recent trip to Armenia, there was an 
evolution in thinking about how condominiums are likely to be developed. The initial thinking 
was that cities would create "Offices of Condominium Services" which would be instrumental 
in facilitating the development of condominium associations. This emphasis can be seen in the 
working paper entitled "Conceptual Marketing Plan/Public Awareness Campaign for Promotion 
of the Condominium Concept Phase I: Yerevan (Attachment 1). 

During the course of discussions and the meetings with city officials regarding both the advanced 
course and the creation of the Office of Condominium Services, a re I concern de'eloped on the 
part of the consultant that most of the thinking and actions by the office of the Zshek were about 
retaining the bureaucracy (albeit in a "new, spirit of enterprise"), rather than on how to assist 
the owners of condominium units with the creation of their condominium associations. It seems 
that, as in many large government structures, the focus is on self-preservation rather than how 
best to assist constituent populations. For this reason it appears that the main facilitation will 
have to come from the public through both entrepreneurial activity, as well as the desire for 
individual and group improvement. 

As the consultant and Avetian continued their meetings and discussions, a more fully developed
timeline was created entitled "First Stage Preparation, July to August, 1995" (Attachment 2).
This timeline is well thought out and aimed more at educating the public about, and encouraging
the general population to become involved in, the development of condominium associations in 
Armenia. This ou'line was reviewed with Peter Epstein during the consultant's final day in 
Yerevan, and there seemed to be general agreement that the outline should be used as a guide. 

Immediate steps in the process were also discussed during this meeting. Avetian's next efforts 
were to be toward identifying, contacting and evaluating the local contractors who would be 
needed to advance the plan. These included writers who could develop articles and press
releases for use in newspapers, graphic designers for brochures, posters, etc., as well as 
directors and producers for creating radio and television pieces. A budget could then be 
developed. 

Since the consultant's return to the U.S., another TDY, Michael Kucharzak, has been involved 
in the evolution of this public relations/marketing campaign. Kucharzak brings to Armenia 
experience from developing a similar campaign in Kazakhstan. The consultant is not aware of 
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improvements and further evolution in thinking which may have developed during Kucharzak's 
TDY, so consultant's comments will be limited to the information gained from the meeting with 
Peter Epstein on 14 July 1995. 

Fundamentally, the timeline is presented well. Avetian's American University of Armenia 
(AUA) degree in marketing enhances ICMA's work in this area. It is important to move 
aggressively to that is well informedensure the public regarding condominiums and the 
formation of condominium associations. The opportunity for entrepreneurs is overwhelming,
if they are made to understand the potential for profit in the development and management of 
the to-be-formed condominium associations. The emphasis must continue to be on educating the 
people who live in housing and/or those who see the potential for profit in assisting in the 
conversion of state-owned housing to condominium associations. 

One resource which should be carefully considered for its applicability to the current situation 
in Armenia is "Transition from Developer Control" by Amanda G. Hyatt, (published by the 
Community Associations Institute (CAI), 1992, Attachment 3). While not perfectly applicable
(it addresses the conversion of property to homeowner control from a for-profit developer), there 
are many similar issues. In many places simply the substitution of the word "state" for the word 
"developer" is enough to make clear the transition issues. If desired, the consultant can modify
the publication to make it applicable to Armenia. 

Of course, if the city or state government can be convinced of the need to serve as the leader 
of the transition, the transition process will progress more smoothly,. However, just as in the
J.S., transition will occur in any event. One of the goals of the public relations/marketing 

campaign must be to assure that the grass-roots leadership is as informed as possible. This is
why there must be an emphasis on the training available through the YSU courses throughout 
the campaign. 

In a2dition, it is not clear from my discussion with various Armenians that television is the 
ubiquitous presence which we have come to appreciate in the U.S. Due to the inconsistency of 
the supply of electricity, the people are not as tuned-in as they are in the U.S. For this reason,
if resources are scarce, a primary focus on the print media should be undertaken. Radio is more 
available than television, but print seems to be the primary media for communicating news and 
information. 

IMl. CONDOMINIUM COURSE 201 

The "Condo Course 201" was completed and tested prior to the consultant's departure from 
Armenia. Unfortunately, the test group had never taken the prerequisite course, "Condo Course 
101," so it was impossible to fuily judge the effectiveness of the advanced course. Nonetheless, 
it appeared to be quite useful. Although the participants had not had the required prerequisite 
course, they were not completely uninformed on privatization and condominiums. Most were 
employees of the Zshek. 
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The instructors for the Course 201 were essentially the same as for Course 101. Each instructor
presented one chapter from the draft manual. Suren Koshetsian taught Chapter One which was 
an overview of the current situation with a focus on economic and infrastructure realities as they
relate to housing conversion. It was well presented and well received. 

Haik Karapetian taught a section on condominium law. As one of the authors of the draftcondominium law, he brought a particularly strong understanding of the purpose and
shortcomings of the adopted Decision. Shortcomings he found worthy of note include:
government control of associations may continue for some time (which is one of the reasons
transition needs to be given more attention); the condominium charter must include technical 
passport and individual unit information, which when they exist at all is spread all over the
bureaucracy and is out-of-date; the law on enterprises does not allow the mandatory formation
of non-profits, but the condominium decision requires it; land allocations cannot be done to an
unregistered entity, but the association cannot register without defining its land allocation. Henoted other minor technical problems, but the aforementioned will cause serious problems in theformation of condominium associations. It is this consultant's understanding that Karapetian,
along with others, is working to see that the necessary modifications are made to the Decision 
to make it more workable. His presentation was well organized and thought-provoking for the 
participants. 

Chapter Three was presented by Shavarsh Makarian. This chapter covers the how-to's of
condominium creation. Shavarsh is one of the primary authors and instructors in theCondominium Extension Office at YSU. His presentation brought a great deal of interaction
with the participants and was well received. He is very knowledgeable in this area. 

Chapter Four was presented by Lavrenti Martarosian. This chapter addresses evaluating
deferred maintenance in a building. They are fond of the formula they have developed for
determining building condition, and it does, in fact, work. Nonetheless, they are also aware thatin most cases the data does not exist for utilizing the formula. Therefore, much of thepresentation focusses on the concept of evaluating deferred maintenance needs and how to make
determinations in real world situations. Lavrenti also has been working with the condominium 
program since its inception and is a knowledgeable and effective instructor. 

IV. CONCLUSIONS 

We did not develop enough infcrmation during consultant's TDY for a cost/benefit analysis of
the various media available. Based on limited information, it appears that the cost of production
and distribution of video presentations over the airwaves is substantial in cbmparison with radio
and newspaper. Furthermore, the access to high-quality equipment, writers and producers seems 
more limited. Overall, unless costs and benefits have been misunderstood by the consultant, the
focus should be on print rather than radio, especially print that isaimed at late teens and young
adults looking for change. 
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It should again be noted that the materials from CAI served as a substantial base of knowledge
for the development of materials in the NIS countries. The course manual was not yet available 
in English and is not included. As usual, the lion's share of the consultant's work product was 
left behind in Armenia. 
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ATTACHMENT 1 

Conceptual Marketing Plan/Public Awareness Campaign for
 
Promotion of the Condominium Concept
 

Phase 1: Yerevan
 



41a1144:10 KA. YwewY. 41nerA .74W.61--5 0 	 PpaS@ 

03/06195 11:53 AM 	 1wM143.dcx 

CONCEPTUAL MARKETING PLAN / PUBLIC AWARENESS CAMPAIGN
 
FOR PROMOTION 01' TIlE CONDOMINIUM CONCEPT
 

IPHASE i: VEREVAN
 

1. 	TV "Public Service Announccmcnts":
 
3 to 5 times per week during scvral months:
 
- TV first channcl: befbre and/or during the news program:
 
- TV sccond channel: during "Mairacakhack" (Capital) program:
 
[A 	T" ".pot" to h. deveoped.] 

2. 	 Special TV programs related to the subject: 
- City and government oficiais, involved in the condominium related relhmis, promote 
the c;oncept of'condominiums and the "Olice ol'Condominium Services" - OCS 
("Hing'ahly" - Thursday - program)­
- "Yerankuini" ("Tnangle") Executive Fkard: 
- Other appropriate people 

NOTE: Programs or a collection of all ads/interviews, etc. can be consolidated 
into a public ed/training video for use throughout Armenia. 

3. 	 Radio "Public Service Announcements": 
1 to 3 times a week: 9:40 a.m. and 2:30 p.m. during several months: 
/One,minule radio ext lo be developc / 

4. 	 Newspaper ad./News Rclcac.,4"/Articlc%: 
(NOTE: It is necessary to develop a logo for the OCS and include it into the 
newspapcr ads): 
- "Ilayastay Ilanraptutiun" - Armcniaii version - (2 - 3 times a week): 
- "itlavastany Ilanrapctubtu" - Russian version - (I - 2 times a week): 
- "'Azg"-(0 - 2 times a week): 
Several months. 
[Newxpaper announcementto he devehkped] 

.	 Brochures: 
To be distributed to various people: executive hoards ofc:Amdominiums, residents, etc. 
The title page o" the brochure should include the logo of the OCS. 
The brochure should promote the advantages o" the cAndominium compared with the 
!raditional method of management and may also he used as a "lhict sheet" by 
politicians speaking publicly on the subject. 

6. 	 Billboards/Posters: 
Artwork with a message to be developed 

NOTE: Based on experiences in Yerevan. the Public Awareness Campaign will 
be "rolled-out" to all ciies and regions of Armenia. 
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Radio: 
Radio announcements; 

Series of Radio programs presenting Condo 
Regulations 

Outcome of the second stage? 

end of July, 
beginning of 
August 
mid August 

- Community informed about the concept of condominiums; 
- This will push the city to start the process of formation; 

THIRD STAGE - ENCOURAGE CREATION OF 
CONDOMINIUMS 

(mid September to December, 1995) 

What will appear in mass media? 

Printed media: 
- Series of articles on the ocs's, on YSU 

courses, etc. 
- Interviews with board members of registered 

- News Releases on the registered condos 
- Question and answer column in newspapers; 
TV: 
- Ads 

Series of programs presenting benefits of 
condos 
Radio: 

Radio announcements and programs; 

Outcome of the third stage: 
Number of condos registered. 

Projected start Projected end 

September 

October, November 

October, November 

September 
September, October 

A
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Transition from Developer Control
 
By Amanda G. Hyatt
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T ransition from developer to owner• 	 control in a condominium or master 
i"planned community isconsidered by many association practitioners to be the 

most critical phase in the community's growth. If conducted properly, it will allow 
the community association to become independent of the developer's support and 
control in a time period comfortable for both. The transition also will allow the 
association to mature into capable, ongoing governance by the unit owners. If 

" 	 conducted improperly, however, it can cause great dissent within the community,
many legal problems for the developer and the owners, and possible long-term 
ineffectiveness and disarray for the association. 

.
 The purpose of this Report is to help both developers and unit owners in a 
community association through a successful transition. It will approach this goal in 
the following ways: 
* Explaining the transition process--what it is,what its goals are, how it can be 
accomplished, and the typical phases contained within the process 
* Delineating the legal framework within which transition must occur-including
constraints imposed by federal and local agencies and laws, considerations for 
association legal documents, and alternative approaches for structuring the process 
for transfer of control 

e Targeting areas in the transition process for developer and owner participation
* Suggesting ways tostimulate anddevelop leadership in thecommunityassociation 
through an active and viable committee process


*
,Although this report istargeted primarily for transition within predominantly
* " residential developments, its premise can be adapted for mixed-use projects as well. 
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n each new community association, the 
method by which control of the association 

is transferred from the developer to the unit 
owners will largely determine the success of that 
association. Ideally, that transferofcontrol should 
occur through an extended process of transition 
during which the owners are gradually involved 
in the association's operations and decisions, 
There isoften, however, areluctance on the part
of both the developer and the unit owners to 
institute and complete the transition. The de-
veloper may fear that the unit owners will inter-
fere with building and marketing efforts, thus 
threateninQ profitabilitv. The unit owners, on 
the other hand, may resist accepting responsibil-
ity for the association for fear of assuming an 
unknown financial or legal burden of the devel. 
oper. By achieving a better understanding of the 
transition process and the benefits to be gained 
through successful and effective transition, each 

Guideposts 
0Transition is the process by which control of the 
association shifts from the developer to the owners, and 
it begins with the de,-elopment's planning. It isan evolu-
tionary process rather than a single event that occurssuddenly after most of the units are sold and conveyed to 
unit owners. 

* There isamutual interest between the developer and 
the owners to achieve asmooth and successful transition. 
Their cooperative efforts can result in an association that 
iswell run and smoothly operated and which isacredit to 
.veryone involved in its development. A poorly planned
:ransition with uncooperative developer-owner relations 
:an result in angry unit owners, lawsuits, bad reputations 
or those involved in the development, -nd an ineffective 
)r possibly bankrupt association. 

The developer should strive for early and continuing
)wner involvement and education in the operation of the 
ssociation as the basis for asuccessful transition program. 

Cooperation and communication between developer
nd owners during the trnsition period must be encour-
ged and maintained and mutual interests must be recog-
iized. 

An interim set of committees, staffed primarily by 
wners, facilitates work to be done during the transition 

party will be more comfortable working with the 
other. 

One word about what transition isnot. It isnot 
the act of transfer or acceptance of the common 
elements or common property. On the contrary, 
in most developments today the common prop­
erty is transferred from the developer during a 
very early sraoe of the development process. In 
simple condom InILIdevelOpments, for instance, 
the common property is made subject to the 
condomniuum r,:,ine when the condominium is 
created, and an interest in the common elements 
istrans,erred each time a unit is conveyed. In 
planned commnunities the common property is 
frequentl, deeded to the association prior to the 
sale of the first units or during early stages of a 
multi-phase development.

Transition is also not the "turnover" of the 
common elements to Owners who then have no 
further recourse to the developer for defects in 

period and provides the training ground and the founda­
tion for futuie leaders and permanent ongoing association 
committees. 

* The following are several approaches to transferring 
control of the association to the owners: 
1.Addition of one or more nondeveloper unit owners to
the board of directors at specified levels of sales. 
2.A weighted voting approach, in which the membership
voting ratio is arranged so that the developer will lose 
control over the association not later than aconveyance 
of a specific percentage of homes. 
3. Use of an interim committee or advisory board to 
consider and recommend or make most association related 
decisions. 
4.Transfer of substantial control to owners with retention 
by the develop of a veto of certain types of actions thatwould result in a basic change in character of the develop­
ment plan or which would adversely impact the marketing 
of the project. 
5.A combination of two or more of these methods. 

* In the absence of an effective transition process, which 
includes aprogram ofowner involvement, education, and 
interim committees, it may be necessary for the owners to 
assume the responsibility for developing effective leaderswho are adequately prepared to assume control of the 
association board. 



the common elements. Furthermore, transfer of development. Also, the complexity of associa­control from the developer to the owners is not tion operations and an the si:e of tht commonact which affirms that developer construc- elements can have an effect on involvement-ation warranties have been met. development whose common elements include aThe most important point isthat transition is large recreational package and building exteriorsnot a single event in time at which formal to maintain will tend to involve more ownerscontrol of the association is turned over to the than one with only a small playround for com­owners; it is a process-a eries of events-by mon area.which the transfer of control occurs. In a well- Transition, then, is a process-a process thatplanned and implemented transition program, should be carefully conceived and well planned.turnover" is a mere formality that marks one Preparing for transition begins with the initialevent near the conclusion of an extended process. planning of the project and carries through until 
unit owners are in complete control of the asso-

WHY ciation and its operation. It involves all phases ofORRY the developmental process and, when properlyABOUT TRANSITION? planned and implemented, may be time-consum-Experience has shown that a well-planned tran- ing. However, the inves'ment in time will returnsition, which combines a thorough owner edu- dividends to all parties involved.
cation program with the gradual transfer of
 
control and responsibility for association affairs
to the owners, will result in 
 a smoothly-run IDEAL TRANSITION SCENARIOassociation without the disorder and ill feelings OR "ONCE UPON A TIME..."that often accompany a sudden turnover to In an ideal scenario, the beginning of the devel­unprepared owners. By working together during opment of acommunity association-whether itthe transition period, the developer and the unit is a condominium or master planned commu­owners can understand each other's concerns nity-starts when the developer meets with theand are more able to protect their own indi- attorneys, architects, lenders, accountants, mar­vidual interests through cooperation. keting and management consultants, and othersBoth parties have much to gain from a suc- who need to be involved in planning the devel­cessful transition. Good relationships and a well- opment. In addition to the details of the physicalrun association will pav off for the developer. As development and the financing and marketinga result ofthe mutual rapport and the confidence plan for the project, they should discussgained by owners as commitments are met, the association's structure, 

the 
developer will benefit directly from this reputa-

new owner programs for 
involvement and education, a -d a time-table fortion through increased referral sales in future the shift of association control to the unit own­development activities. Of equal importance is ers. After the planning is completed and thean early owner involvement that will provide actual physical development is undenvay, theowners with an understanding of all facets of association's legal documentsassociation operations will be draftedand will give them an beforesaleseffortsbegin.Acomprehensivemain­

opportunity to be involved with decisions that tenance manual will also be developed as theshape policies and procedures affecting them project iscompleted to provide a concrete guideand the association long after the developer is for the association, regardless of who controls the
gone. Early participation will also provide own-
 board of directors.ers with a training period wherein they can Education of new owners begins with materi­gradually learn to manage the association and als and explanations provided during the sales
ensure that association services reflect 
community's needs 

the process and with a new owner orientation pro­and financial capabilities, gram given shortly after conveyance. This mate-The result will be a successfully-operated com- rial should include explanations of the commu­muniry association, a credit to the developer, nity association concept; particular aspects ofand a sound investment and pleasant environ- the documents, rules and regulations; thement for the unit owners, association's operation and management; andIt is important to reali:e that the level of the transition process from developer to ownerowner involvement that reasonably can be ex- control. Activities in which owners can becomepected will vary, depending on the association's immediately involved should be identified andcharacter. For example, an owner-occupied resi- participation should be solicited. As owners in­dential development can expect a much higher crease in number, the developer or its represen­level of participation than a second home resort tative should hold periodic owner meetings to 



Perhaps the discuss development progress and association multi-faceted plan. The following sectionoperations and to receive input from owners and willmost important committees. Owners also should receive regular 
look at steps that need to be taken, with particular
attention to the legal framework for transition and
 

consideration 
 newsletters containing similar information and the process for achieving owner involvement.other articles of interest.in the As the numberofowners permits, there should
 
association 
 be increasing participation on such functioningcommittees as maintenance, insurance, orien-

LEGAL FRAMEWORK 
transition ration, communications, Perhaps the most important consideration in theand architectural re- association transition is the legal framework
is the legal view and finance. Their recommendations within which the transition processshould have increasing weight in the board's occurs. If
framework deliberations. When the number of units sold 

properly conceived and structured at the outset,this framework can speed the process along to a
within which reaches a predesignated percentage, owners successful conclusion for both the developer andshould begin more formal involvement in the the homeowners, and it can help limit misunder­the transition association's govemance. At this stage, theown- standings and possible court actions between 
process occurs. ers elect representatives to an interim commit- both parties.tee, an advisory board, or directly to the board of The legal framework for transition in associa­directors, with the percentage and form of rep- tion communities istypically set forth for condo­resentation depending on state statute, associa- miniums, and increasingly for planned commu­tion documents, and/or the developer's stated nities, in broad terms in state statutes that maytransition plan. These owner representatives set minimum standards for the process. Under­now have an opportunity to present the views of standing the nature and form of such require­the unit owners formally to the developer-con- ments will guide the developer's efforts in furthertrolled board. As additional sale levels are defining the process by providing appropriate lan­achieved, unit owners are generally entitled to guage in the association's legal documents.

additional representation until, eventually, they
hold a majority ofseats on the board. They have Statutory

complete control of association decisions at this Considerations: Condominiumspoint, unless the developer has retained a veto State legislation and regulation dealing with theover certain types of board decisions until the community association process has focuseddevelopment is largely complete; in this case, predominately on the condominium form. Thecomplete control will belong to the unit owners first generation of condominium statutes en­when the developer's veto right expires. acted in the early 19 60s tended to be basicIn this ideal scenario, the "turnover" isa mere enabling statutes, and they were typically silentformality. Instead of calling a meeting on a on transition of control. Over half of the statesspecific date at which the new board of directors that have enacted second generation condo­is elected and all responsibility is "turned over" minium statutes include provisions requiringto the unit owners, there is a gradual phase-in of transfer of control to the unit owners based onowner control. The normal review of contracts the conveyance of a set percentage of units and,and other functions, such as insurance coverage, typically, not later than a set number of yearsbooks and records, budgets, and enforcement, is following the sale of the initial unit. While theaccomplished through the activities of the owner- developer is free to provide for earlier transfer,dominated association committees, the statute establishes the outside limits as aOperation of the association does not skip a protection for the unit purchasers. However,beat. Any disputes between the association and such provisions also benefit the developer sincethe developer over such items as common area specific procedures are established by law thatdeficiencies will still need to be adjusted, but the force the transition process to take place and theboard will be better able to represent the owners' unit owners to assume control.interests from the experience they gained during The Uniform Condominium Act (UCA) wastransition. Furthermore, many problems regard- developed by the National Conference of Com­ing assessment collection, contract awards, and missioners on Uniform State Laws and endorsedmaintenance quality are identified earlier in the by the American Bar Association in 1977. As ofprocess and dealt with or forestalled by the early 1992, a number of states, including West Vir­and continued involvement of the unit owners. ginia, Pennsylvania, Minnesota, New Hamp-This ideal scenario seems straight forward shire, Maine, Missouri, New Mexico, Rhodeenough but, to be fully achieved, the developer Island, Nebraska, North Carolina, Washington,must undertake a careful, well-conceived and and Oregon, have adopted the UCA while such 
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states as Louisiana, Arizona, Michigan, and Other Considerations 
Wisconsin have adopted portions of the UCA. To date few states have statutes dealing directlyThe UCA contains very specific language in the with the transfer of control in homeowner asso-area of transition. It provides that unit owners ciations that are not a part of a condominium
(excluding the developer) elect iotless than 25 project; Florida enacted such legislation in 1992.percent of the board members following the The principal constraints placed on the devel-conveyance of 2i percent of the units and not oper in structuring the transition process in aless than one-third of the board following 50 homeowneraisociation are brought about by thepercent conveyance; developer control termi- lenders' requirements and the requirements tonates followin conve ,ince of 75 percent of the meet the various federal lending-related agencyunits or at the end of i set number of years, guidelines. Typically, the lending-related re­whichever occurs first. qutrements for turnover in a homeowner associa-In another approach, the Georgia Condo- tion seek to complete the transfer of controlminimm Act noprovides that developer control later than after 75 percent of the units are sold orcease not later than the conveyance of 80 per- within a minimum number of years following thecent of the undivided interests in the common first conveyance.elements to unit owners other than the devel- Certain states, most notably California,oper or three years from the recording of the Florida, and New York, have real estate depart-declaration in a nonexpandable condominium, ments that oversee the creation and operation ofseven years for an expandable one. community associations. In California, for in­

stance, tie Department of Real Estate (DRE)Statutory Considerations: provides ihat the developer may elect a bareMvaster Planned Associations majorit ,,f the board ofdirectors for an extendedSubsequent to the UCA's development, the periodoftime, although at least 20 percent oftheNational Conference of Commissioners on Uni- board members must be nondeveloper unit own­form State Lawsdeveloped the Uniform Planned ers. Termination of developer control typicallyCommunities Act (UPCA). The Conference occurs upon the earlier of two,,ears or 75 percentthen developed the Uniform Common Interest of the total project being sold. Upon rare occa-Ownership Act (UCIOA) in 1982 that ad- sions, DRE will approve a maximum of threedressed both condominium and planned com- years or longer for more complex projects.munity forms of development. As of 1992, The Fderal Housing Administration (FHA)UCIOA had been adopted by Connecticut, and the Veteran's Administration (VA) requireWest Virginia, Alaska, Colorado, and Nevada. for projects approved for FHA and VA financingUCIOA provides that the developer's right that association control be turned over to theto appoint and remove board members ends at unit owners once 75 percent of the units havethe earlier of: been conveyed to owners other than the devel­1.Sixty days after conveyance of 75 percent of the oper. The suggested legal documents of bothunits that may be created in the development HUD and VA contain the weighted vote con­2. Two years after all developers stop offering cept, which is described in this report.
units for sale in the ordinary course of business 
 It isclear, then, that indrafting theoriginal legal3. Two years after the developer's right to annex documents for a condominium or master plannedproperty was last exercised community with respect to the process of transferIf the developer voluntarily relinquishes the of association control, the developer must considerright to appoint and remove board members the impact of the following factors:earlier than required by UCIOA, it may retain * Constraints of state statutes or regulatory
the right to approve certain board actions during bodiesthe remainder of the period specified for devel- * Local governmental policy or practiceoper control. * Requirements of federal lending related agencies

UCIOA provides a phasing-in process forrelinquishing control of the board of directors: Drafting the Legal Documentsunit owners other than the developer must be While statutory and other factors may come intopermitted to elect at least one director or 25 play, it is apparent that the developer has sub­percentoftheboardwithin60daysafterthesale stantial latitude in meeting the responsibility toof 25 percent of the total number of units that set forth the legal framework for transition in themay be created in the development and one- drafting of the association's legal documents.Ehird of the board within 60 days after convey- The developer should make a conscious determi­ince of 50 percent of the units. nation in the project's planning stages that a 
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he de-'eloper 	 proper balance will be maintained between theinterests of the unit owners and the developer in 
ways has 	 establishing and implementing a transition pro, 
.e option to gram. This balance should include adequateprotection for the unit owners and suitable 
celerate the flexibility for the developer. The legal docu-
ansfer; if sales 	 ments should provi.l? ihe procedures and steps

needed to accomplish this goal.e progressing A word of caution to the deteloper and the 
Ld if the owners 	 drafting attorney: maintaining suitable flexibil-tytfor the developer ro be able to adapt to 
e properly changing market conditions isa significant and 
epared t legitimate concern when drafting the docu-ments. It is, therefore, important to avoid in-
-rume control, cluding language and an approach to transition 
rly transfer 	 that would be so rigid that the project's future 

success may be impaired. For example, provid-
encoura5ed. ing a date by which control will transfer to the 

unit owners instead of a flexible guide based on 
actions at various specified levels of sales may
result in complete owner control with only a 
very small percentage of units sold. The devel-
oper always has the option to accelerate the 
transfer; ifsales are progressing and if the owners 
are properly prepared to assume control, early
transfer is encouraged Premature transfer of 
control to owners who are not ready to assume 
control could cause real problems. 

On the other hand, the developer who ac-
tively controls the board is in a very awkward 
position. When developer representatives sit as 
members of the association's board of directors, 
they have a fiduciary duty to take action that is 
in the association's best interest, even if the 
action isdetrimental to the developer. ,Iting as 
a developer/board member requires informed, 
conscientious effort to avoid any real or appar-
ent conflict of interest. Why would a developer 
want to maintain such a potentially difficult 
position? Primarily, the developer isconcerned 
that the association isoperated in a manner that 
will maximize the development's marketability; 
unless the developer has the confidence that the 
owners can maintain the association and its 
property to that standard, the developer will be 
reluctant to release its control over the board. 

There are five basic approaches to handling the 
transfer of control within the legal documents: 
1. The addition of one or more owners to the 
board of directors at specified levels of sales. 
2. The use of an interim board of directors, an 
advisory board orcommittee, or a"shadow board" 
consisting of owner representatives that work 
with the developer-controlled board of directors 
to make decisions, 
3. The early transfer of full board control to the 
unit owners with the developer retaining a re-

view and approval powei over board actions.4. The use of a weighted voting approach in 
which the developerhas aweighted vote for each 

unsold unit; as units are sold the developerautomatically loses control when the owner 
votes outnumber the weighted vote. 

5. The use of a combination of these methods. 

Specified Levelk of Sales 

This first approach isperhaps the mGct commonmethod, that is,adding one or more owners to 
the board as specified levels of sales are achieved. 

This isalso the approach 	taken in the UCA andthe UCIOA. Although 	the actual percentages 
may be a topic of debate-should the first owner/ 
director be elected at 25, 	 33 1, or 50 percent, or 
should final control occur at 51, 75, or 80 
percent-the idea behind the procedure is a 
sound one. The speed with which owners are 
added to the board is tied directly to the sell-out 
pace. Direc: involvement on the board by a 
nondeveloper-related unit owner at an early 
stage in the project's life isone of the best ways 
to assure unit owners of the developer's good 
faith, of their ability to 	impact and influence 
decisions affecting the association's operation, 
and of the community of interest existing be­
tween the developer and 	the owners. 

The association's board of directors must 
conduct itself with all the formality and dignity
of any business organi:ation, regardless of whose 
representatives control the majority votes. Thus, 
the developer-controlled 	 board should be hay­
ing formal meetings, maintaining meeting min­
utes, and, in all other 	ways, conducting the 
association's business as abusiness. The addition 
of nondeveloper board members should have 
little impact on the way the board operates. 

Advisory Board 
Frequently used by default as much as by design,
the advisory board, "shadow board," ad hoc 
committee of unit owners, or interim board 
approach provides a body composed of unit 
owners who have been elected by the other 
owners or who have emerged by consensus. The 
body acts to represent the unit owners to the 
developer-controlled board ofdirectors. Depend­
ing on whether it was created by the developer 
or it arose spontaneously, this body may make 
substantive recommendations to the developer­
controlled board or it may simply act to monitor 
board activities and association operations. The 
preferred role for the advisory committee, of 
course, isthe former, acting at the request of the 
board of directors to investigate, evaluate, rec­
ommend, and, in many respects, run the day-to­
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day life cf the association when developer sanc-
tioned. The developer may have members of the 
advisoryi board elected by the unit owners or it 
may provide that chairmen of various commit-
tees act as a body as the advisory committee, 
(See Committee Structure) 

A variation on the advisory board approach 
would be for the developer to use focus groups for 
owiner input. This can result in broader based 
involvement from owners and can avoid limit-
ing interaction to a tew individuals. Focus groups 
involving unit owners i, also an approach that 
can be useful to maintaining open communica-
tion between the developer and unit purchasers, 
regardless of the transition approach chosen for 
transfer of control of the association, 

The advantage to the developer of the advi-
sory board approach isits flexibility. It allows 
meaningful owner involvement without losing 
cmtrol or unnecessarily impeding efficiency of 
board operations. How the advisory committee 
is established, how its numbers are chosen, and 
how much real authority it is given are all 
variables that can be modified to fit the charac-
teristics of the individual development. The 
major disadvantage is the uncertainty on the 
part of the unit owners of how much effect they 
will really have on association operations and 
the concern of when and how they will obtain 
full control. If they are capable of staffing an 
adviscry board and making substantive recom-
mendations that are typically adopted, whycan't 
they have real control' If the developer decides 
to use the advisory board approach, as much 
certainty as possible regarding the maximum 
period of developer control should be intro-
duced through general provisions in the legal 
documents and throuIgh a supplemental descrip-
tion of the process that may not be a part of the 
recorded documents, but which isprovided to all 
owners. One of the easiest ways for a developer 
to alienate owners is to provide for advisory com-
mittees and then ignore their recommendations. 
Adopting this approach brings an implied coin-
mitment to listen seriously to recommendations. 

Retained Veto 
The third approach is the retained veto, which 
is probably at the other extreme of the advisory 
board approach. The retained veto approach 
was originally developed when directors and 
officers liability insurance was not available to 
mixed boards-those that had both owner and 
developer representative directors. It provided a 
means to turn over complete control of the 
board of directors to the nondeveloper unit 
owners in order to enable the association to 

purchase Insurance while protectin thedevelop-
er's ability to complete and market the project. 
This technique provides, in the legal documents, 
a right for the developer to review and to veto 
board decisions, even after the board iselected by 
the owners. This technique is only possible if it 
is not prohibited by statute or regulatory require­
ments and is intended to encourage the devel-
oper to transtercontrol ofthe board to the owners 
much earlier, with the knowledge that certain 
actions that wouldadversely affect thedeveloper's 
interests may be prevented, 

The tvpes of issues that might be covered by 
such a veto provision would be proposed changes 
to the scheme of development, changes to the 
basic architectural covenants and guidelines, or 
other matters that might unfairly and unreason­
ably impede efforts to complete and market the 
project successfully. Developers using this ap­
proach have indicated that they have seldom, if 
ever, had an occasion to exercise the veto. Of 
course, it is necessary that the documents estab­
lish a date or certain point in time when the 
developer's review authority would terminate. 

From the developer's perspective the retained 
veto approach has several advantages. First, as 
the owners are able to take responsibility for 
running the association, the developer can relin­
quish that control without endangering the basic 
developmental or sales effort since the developer 
can review and, if necessary, veto any adverse 
board decisions. By moving off the board, the 
developer's liability and exposure to lawsuits for 
conflict of interest or mismanagement are re­
duced. The burden of running the association is 
removed from the developer's shoulders and 
transferred to the owners, who typically have a 
greater interest and stake in such matters. 

For the owners, the principal advantage of 
this approach is that it permits a much earlier 
transfer of control than most other approaches. 
While a disadvantage might be the negative impli­
cations of the right of veto, there is the positive 
aspect that the developer has no greater power to 
initiate any action than does any other owner. 

Weighted Vote 
The fourth alternative is the weighted vote 
approach, which is frequently seen in the master 
planned community. Originally promulgated in 
VA and HUD form documents, this approach is 
not so much a transition device as a method of 
quantifying votes; it provides that turnover of 
control is an event rather than a process, and it 
does not provide for any phase-in of owner 
involvement. Developer-ownedunitsareassigned 
aweightedvotewhilethebalanceoftheunitsare 

By moving off 

the board, the 
developer's 

liability and 

exposure to 
lawsuits for 
conflict of
 

interest or 
mismaagement
 

are reduced. 
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able 1: Sample Transition Process for a Single-Phase Community Association 

Point of Closings Committee Activity 

No later than 25 Orientation 
percent of closings Communication 

Covenants & 
Enforcement 

Finance 
Insurance 

No later than 50 Maintenance 
percent of closings Orientation 

Communications 

Insurancemay 

Covenants & 
Enforcement 

Management 

Finance 

No later than 75 Maintenance 
percent of closings Orientation 

Communications 
Insurance 

Covenants & 
Enforcement 

Management 

Finance 

Transition 

By completion of Maintenance 
closings Orientation 

Communication 
Insurance 
Covenants & 
Enforcement 

Management 
Finance 

Committee Control 

Developer controls, 
owners chair or staff 

Developer controls 

through board, 

owners staff
 

Developer controls, 

owners chair 


Developer controls
 
through board,
 
owners staff
 

Owners control 

Owners control with 

developer involved 


Joint committee of 
developer and owners 

Owners control 

Association Governance 

Developer controls all or most 
of the seats on the board (five 
to nine seats); one or two mem­
bets may be elected by the 
owners 

Transition board with devel­
oper controlling majority, but 
additional owners members 

be elected 

A transition board and, de­
pending on the legal docu. 
ments and statutes, the devel­
oper should shift to a minority 
position: a membership meet­
ing isheld to elect board mem­
bers and to effect the transfer 
of control 

Complete owner control of 
board 

This structure follows that of the proceduressuggested in the Uniform Condominium Act. Percentagescan be adjusted, as can thenature and type of committees, to better suit the size, location, and unique characteristicsof specific associations. 

-Adapted from Creatinga Community Association: The Developer's Role in Condominium and Homeowners Associations, CAI
and ULI, 1986 (Revised). 
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each assigned a single vote. Once the total CONMITTEE STRUCTURE
nondeveloper unit owner votes exceeds the As the transition process advances, more ownerstotal developer weighted votes, the owners as- and committees will be involved. During thiscontrol of the association and electsume an 	 time, two major efforts should be underwayowner-dominated board. For example, the de- simultaneously: the operation of the associationveloper-owned units may be assigned three votes by the board (with or without developer con-each. When 75 percent of all units are sold, the trolled members) and the training and educationtotal developer's weighted vote will equal the program for unit owners that will prepare themunit owners' total vote. At that point the devel- for assuming control. At times the two activitiesoper typically loses the weighted vote advantage may be indistinguishable, but they should bewith each remaining unsold unit assigned one separate functions operating along parallel tracks.separate vote. The owners, then, are in effective Table I (See page 8) contains asample com-control and can elect their own board. mittee structure for a single-phase associationIn most respects this approach is simply a that uses a procedure similar to the transfer forvariation of the first altemative, but itisset forth control procedure proposed by UCA andthrough a more complex procedure that has a UCIOA. Inthe early period of sales, unit 7,wnersrigid application. Control is still transferred are involved primarily in the association's orien­following a fixed percentage of conveyances tation and social aspects in order to make newthrough a procedure that is automatic. How- owners feel welcome and a part of the commu­ever, until that level isachieved, actual voting nity. There may be committee activity in morecontrol cannot be shifted. As aconsequence, to substantive areas, but at this stage it generallyaffect earlier owner involvement, the developer will not be very pronounced.must voluntarily elect tocast votes forowners or By the time half of the units are conveyed,rely on the "interim board" approach. however, a fairly basic set of owner-dominated 

Combined Approach 	 committees will be established, which are an­swerable to the board of directors. This will beThe fifth alternative is to use a combination of the time for committee members to learn aboutthese approaches: combining the addition of the particular aspects of association operationunitownerstotheboardatsetlevelsofsales with that directly concern their committee and, ina transition at a lower percentage than usual due the process, to review existing practices andto the retention of a limited veto, or combining develop recommendations for future operations.the advisory board with the addition of unit No later than the time when 7.3 percent of theowners to the board at higher percentages of units have been sold, all committees should besales. Most often, combinations occur where the functioning. However, the degree of developerdeveloper finds it necessary to overcome inflex- involvement in committee functions dependsible documents or desires to facilitate greater on the method chosen for adding owners to theand earlier owner involvement that iscontem- board; as long as the developer holds the major­plated in the legal documents. ity of seats on the board, it basically controls theAt the beginning of the planning process and committees through appointment power. Also,early development phase, the developer must at this stage of unit sales, all familiarization andcarefully consider the approach to transfer of review programs should be completed, recom.control that will be set forth in the legal docu- mendations for changes defined, committeements. Each approach has advantages and disad-	 responsibilities under owner control defined,vantages depending upon the specific nature of and some activity and action begun.the development and the transition the devel- At this point, the transition committee, oroper wants to achieve. Whatever approach or the board acting in that capacity, isvery active.combination of approaches are selected, the This is when common area deficiencies 	 anddeveloper should carefully consider the steps operating defects, if any, should be identifiednecessary to implement it, fully explain the and solutions worked out. Ideally, there will beprocess to the owners from the outset, and then no major remaining points of contention withadhere to it as much as possible. the developer since the committees will haveAll associations have a "moment in time" identifiedtheseproblemareasearlierandbrought
when actual transfer of control occurs, but them to the board's attention with recommenda,preparation for that moment should occur from tions. Regardless of what the committees arethe planning stages. The committee structure is called, each committee should have a statementthe backbone for establishing the basis for pre- of responsibilities and purposes to guide its mem­paredness. bers. Although the statement of purposes can be 
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Probably the 
inost important 

!lement in any 

:ommunity 

issociation is 
ffective 

-ommunication 

f what is 

appening by 

he board and 

mong the 

nit owners. 

modified, a clear delineation of what will be ing through appropriate methods.expected provides guidance forcommittee mem-bets. In the following discussion, each basic The committee will develop a communica.tion system within the community to help get 
committee isexamined from the standpoint of information to the unit owners and to transmitwhat thedeveloperand thedeveloper-controlled questions and concerns from the unit owners toboard should do in planning and initiating the the board of directors. It can develop, evaluate, 
operations of each function and chen from the or revise the welcome package for new owners.point of view of that owner-staffed committee. It can develop information on owner skills thatDepending on the development's size, some may be helpful to the association. Finally, the
functions may be combined to produce fewer committee can provide input forcommittees, or they may be subdivided to pro-	 a newsletter 
vide more committees, 	 and help set up general association meetings, aswell as sponsor social and recreational activities 
Cothat encourage owners to Join in community
Communication efforts.Probably the most important element in any 
community association iseffective communica- Maintenancetion of what is happening by the board and The maintenance committee should familiarizeamong the unit owners. A good communication itself with the common elements by reviewing
system can forestall the development of cliques the association's documents and any availableand factions, can enable the association to pro- maintenance manual-to determine exactlyvide services that owners want, and can help what the common elements are and what theowners develop a sense of trust in the board association's maintenance responsibilities are­members, and by making a physical inspection of theBy using various communication tech- property to determine repairs needed and con­niques-including meetings, newsletters, flyers, struction defects, if any.
and building or block captains-the developer 
 A complete inventory of everything to bemust inform the owner of what isgoing on and maintained isnecessary. Insomestatesthebuilderwhy. The developer will find the unit owners isrequired to provide "as built" drawings, whichmore cooperative during its marketing period if will help in this inspection and maintenanceit regularly apprises them of how construction 	 activity. The maintenance inspection will alsoand sales are going and what, if any, problems are enable the committee to evaluate long-termbeing encountered with the development. Like- replacement requirements for input into thewise, the board of directors, whether or not it is budgeting process and to begin familiarizingdeveloper-controlled, should communicate on itself with the common facilities and the neces­a regular basis about the association's opera- sary maintenance procedures. The committeetions, actions, plans, and committee activities. may want to use the services of a qualifiedThe developer, as part of the sales process, engineer to assist with this assessment. As part ofshould design and implement anew-owner edu- this activity, the maintenance committee should
cation program. It may use group closings, an 
 review the following items with the developer:owner orientation program, or a welcome com- * All plats, plans, and engineering drawings formittee-all of which are designed to educate the common elementsand involve the owners from the outset. The a All guarantees, warranties, and bonds pro­developer may then 
 use general association vided by the developer and its contractors
meetings, social events, or a newsletter to con- a Any operational policies or schedules that the
tinue to develop the sense of community that 
 developer has formulated for maintaining theforms the basis for 6he association. These same common elements, including any landscaping

approaches to new owner education and in- plan
volvement should be continued after the deve,-
 Copies of these materials should be providedoper isout of the picture. by the developer and included in the association'sThe committee of unit owners involved in permanent records so they will be available forthis area will probably be one of the first orga- any future reference needs. The committee'snized and may evolve into two or more commit- inspection reports and any recommendations ittees dealing with hospitality and welcome, com- makes should also be kept in the permanentmunication (newsletter and building or block association records.captains), social activities, and recreation. In If the developer has not provided a mainte­the early transition stages, however, the corn- nance manual, the committee will find it usefulmittee will help communicate what is happen- to list maintenance responsibilities for specific 
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items, based on the review of the legal docu-
ments, so that board members and units owners 
will know their various responsibilities. Such 
questions as who must repair various types of 
plumbing leaks and who must maintain owner-
added landscaping on the common areas are 
ones that may cause disputes and should Le 
answered before the situation arises,

The maintenance committee will also need 
to review all existim, maintenance contracts to 
become familiar with current arrangements. It 
may be a ked to provide amistance to the devel-
per-contilled board, later to tran-and the 

sition board, in developing detailed contract 
specifications, bidding and reviewing new con-
tracts, and developing a contracting procedure
and maintenance specifications. This commit-
tee can benefit the owners by reviewing existing
maintenance procedures, and it can be very useful 
to the developer board by Joingsome of the "spade
work" for new maintenance contracts and by 
evaluating current contracts or performance, 

Insurance 
Depending on the association's size and re-

For homeowner 

associations 
in planned 

communities, 
review of 

architectural 
rules compliance 

is a more 
dominant 

activity, entails 

more pistcation 
in approach, 

and results in 

greater levels 

sources, this committee function may be carried 
out through a separate committee, by a special
ad hoc committee, or as a separate function 
under another standing committee, such as fi-
nance or management. Although the board will 
make the final decision on any renewal or re-
placement of insurance coverage, the commit-
tee can perform investigative work. 

The committee will review the documents to 
determine what coverage is required and then 
review the existng coverage to determine if it 
meets those requirements. In addition, it will 
investigate any other coverage that may be 
advisable and then draft specifications for secur-
ing competitive bids. 

In addition, the insurance committee can 
investigate various ways to minimize insurance 
premiums-whether by increasing deductibles, 
installing a fire hydrant, or adjusting coverage
for association employees. Finally, this commit-
tee can inform unit owners of what coverage the 
association carries and what coverage the unit 
owners are responsible for. 

Covenants, Enforcement, 
and Design Review 
During the development's planning phase, the 
developer determines the initial areas in which 
standards for unit owner behavior are to be 
regulated. It is to the developer's benefit that 
those standards be maintained and enforced, 
especially during the sales period. From archi-

entails more sophistication in approach, and 
results in greater levels of activity. Because the 
architectural review functi,)n involves a more 
elaborate regulatory process, including standards 
and guidelines development, receipt, review and 
evaluation of proposed alterations, and enforce­
ment, a separate design review committee may
be desirable for those associations where this 
activity will be a major function. (For an exten­
sive discussion of the architectural review and 
enforcement process through a committee cre­
ated for that purpose alone, see GAP Report 2,
Architectural Control-Design Review.)

The covenants and rules enforcement com­
mittee should review the documents for any
requirements for particular regulations and pro­
cedures (i.e., age or pet restrictions and architec­
rural standards). Next it should review existing
procedures, rules, and regulations to determine if 
they are adequate and to see if revisions are 

tectural modifications to pets and parking, if the 
association has a need fora covenant, restriction, 
or rule, then it also has a need for enforcement of 
that regulation. Lax enforcement is not a good 
sales technique: it results in unhappy unit owners 
who thought rules would be enforced and unhappy 
buyers who thought they would nor be. This under-
mines the sense ofconfidence and cooperation that
forms the basis tor the community. 

When planning the operational aspects of'he 
association, the developer should establish a
minimum of restrictions and rules, adopting only
those that are necessary to sustain the project 
design and type of community desired. More­
over, only those that the developer isprepared to 
have enforced consistently during the develop­
ment phase should be adopted and che developer 
should take steps to ensure that enforcement 
takes place. The importance of this aspect of 
association operation must stressed thebe to 
sales force involved in the sales and marketing 
program as well as to any association manage­
ment personnel involvtd with the project.The committee's scope of activities on coy­
enants and rules will be dictated, in part, by the 
nature of the community, the form of ownership, 
and the complexity of the restrictions imposed
within the legal documents. For many condo­
minium associations, the scope of enforcement is 
limited to certain "house rules" that cover pet
control, parking, and noise. There iknot likely to 
be extensive demand for architectural review 
activities in a condominium unless the develop­
ment consists predominantly of horizontal or 
townhouse units. For homeowner associations in 
planned communities, review of architectural 
rules compliance is a more dominant activity, 
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needed. Once the survey and evaluation of reports and tax returns are promptly submitted,existing standards and procedures is c, nplete,the committee can investigate other areas in 
with permanent copies maintained on file.The finance committee should be established 

which new procedures or regulations are needed as soon as there are sufficient owner volunteersand begin to develop them. Some areas the LO staff it. The finance committee will be con­committee will want to consider are a notice and cemed with the complete financial affairs of the 
hearing procedure to follow when infractionsoccur, an appeals process, r'nd a procedure for association, including budgeting, assessmentcollection, financial procedures, books anddeveloping new or revised rules that allow ad- records, and audits. The committee should re­
equate owner input, view the association's financial records and pro-The committee should see that all rules, cedures used in order to understand the financialregulations, and procedures are disseminated operation.
 
and periodic reminders are provided to owners. 
 The committee should review the procedureThe committee should also conduct periodic for assessment collection, with particular atten­inspections of the project to ensure compliance tion to the method for collecting delinquent
with architectural standards and other visible assessments. If this procedure does not exist, therestrictions, such as antenna restrictions, polic- committee should develop and recommend aing of recreational vehicles, and leash laws. firm delinquent collection policy that is widely 

publicized in the community and enforced againstFinance all owners. As owner control approaches, it willIn its planning, the development team should, be good for this committee to review proceduresto the best of its ability, formulate a budget- for expense approval and check-writing so thatincluding adequate capital reserves-that accu- a workable system will be available for therately reflects the estimated costs of all services owners. It is also advisable to arrange for ato be provided by the association and which certified audit of the books at the time thatresults in a realistic level of assessments for the majority control shifts to the owners, for thedevelopment's needs at any given time. In oper- benefit and protection of both the developer andating the association during the period of devel- the unit owners. Such an independent reportoper control, the board must be diligent in will provide an undisputed basis on which asso­assessment collection to ensure financial stabil- ciation operations can proceed. The financeity. The budget should reflect the procedure and committee can assist in interviewing and recom­formula to be used by the developer in the mending the independent personnel to do thepayment of assessments on unsold units. While audit. In states with statutes modeled afterin most condominium situations the developer UCIOA, the audit must be paid for bywill be obligated, by statute, to pay 100 percent 
the 

developer; otherwise, the association may payof the assessment on unsold units, a lesser per- for it if the developer is paying full assessments 
centage payment is possible with homeowner on unsold units.
associations. An affirmative statement of the During the record review, the finance com­procedure to be used for the developer's units- mittee should become familiar with how theprepared and available from the first sale-will budget isdeveloped anddetermine what informa­eliminate muchconfusion anddistrust that might tion is available-t'rom association records and
 occur liter. 
 from other sources-to assist in determining theOnce the initial budget and assessment fee budget. The management company or agent, ifleve!s are set, the budget can be a useful tool to applicable, can be of great help here in familiar­educate owners on association operations. Cop- izing the committee members with procedures
ies of the budget and appropriate explanatory 
 and resources. Prior to ownercontrol the financematerial should be provided to each new owner committee can serve as a resource to the devel­as part of the orientation or welcome package. oper-conzrolled board when the budget is re­(In some states, the budget must be provided in vised. Subsequent to owner control the commit­advance of the sale as part of the disclosure tee may actually prepare a proposed budget forpackage.) The developer's sales personnel, the board action or work with the managementwelcome committee, and the finance commit- company to prepare it. 

tee should be prepared to explain the budget and 
to answer questions. The developer should also Association Management
be sure that the association's financial records It is important that the association is run as aand books are maintained in a business-like separate business entity from the day the associa.manner and that all appropriate governmental tion is created. The developcr, during its period 
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of control, will be less likely to confuse associa-
tion operation with development activities if 
the following actions are taken: 
* 	Separate books and records are begun and 

maintained. 
a A separate board of directors is actually ap-

pointed and their meetings are recorded in 
min utes. 

* 	Payments for maintenance items come from 
a separate distinct entity-the association. 
Part of an association's success will result 

from an adequate and responsive warranty pro-
gram for unit owners. Keeping this activity
separate from other association activities is Im-
portant because the developer, not the associa-
tion, is responsible for warranty repairs. Too 
often, the "developer-as-project-developer" and 
the "developer-as-controller-of-the-board-of-di, 
rectors" are confused in the owners' minds, and 
warranty repairs is an area in which confusion 

frequently arises. A well-planned and separate 
warranty program will reduce this potential con­
fusion. 

A developer can also minimize owner con­
cem of long-term contracts, wherever possible,
by signing contracts on behalf of the association 
that can be canceled within acertain period after 
the owners assume tormal control. If some of the 
contracts are with a developer subsidiary or 
relatedcompanies, ownerobjectionscan be mini­
mi:ed by disclosing the relaticnship and by pro­
viding a cancellation clause. 

The management committee will review man­
agement procedures and may want to evaluate 
alternate forms of management (contract, on­
site, or volunteer management) to make recom­
mendations to the board of directors. It may wish 
to study the overall committee structure and the
committees' relationships with the board or deal 
with establishing nominations and election pro-

MAJOR COMMITTEE TASKS DURING TRANSITION
 

Covenants, Rules, and Design Review Enforcement 
•Review documents for covenant restrictions and 

authority for rules promulgation
* Review existing policies, procedures, rules, and regu-lations for need, adequacy, and enforceability
* Develop new standards where needed and revise 

those in need of revision 
•Develop method for regular dissemination of regula,

tions and procedures and for ensuring compliance
* Develop procedures foi notice of violation, hearing,
and appeal 


Finance Committee 
* Review and monitor assessment collection and en-

forcement 
* Review budget and assist in developing new and 

revised budget
" Review financial records and establish regular finan-

cial procedures 
* Recommend action on any deficiencies found
•Assist in audit 

Insurance Committee 
* Review documents to determine what coverage is 

required 
* Review existing coverage to determine if it is ad­equate and competitive 
* Investigate various ways to minimize risks and pre-

miums 

• Inform owaers ofcoverage carried by the association 
and coverage owners should carry 

Maintenance Committee 
* Familiarize itself with what are the common elements 

and the association's maintenance responsibilities
* Inspect all common elements and note deficiencies

that are warranty items, common construction defects,
potential hazards and claims, and maintenance items 

* Review all plats, plans, engineering drawings, warran­
ties, bonds, and contracts that involve common ele­
ments and maintenance, and obtain permanent copies
for the association files 

* Delineate those items that are the association's main­
tenance responsibility and those that are the indi­
vidual unit owner's responsibility and provide that 
information to all owners 

* Develop procedure for letting maintenance contracts 
e Recommend action where indicated 

Management Committee 
0 Reviewall association files and management contracts* 	Investigate alternative methods of management
* Review all contracts and contractor performance 
* Establish nomination and election procedures 

Transition Coordinating Committee 
* Coordinate final phase of transition activities be­

tween unit owners and developer. 

13 



lwners should 	 cedures. During transition, the management
committee should review and evaluate all cur-!come involved rent contracts and evaluate performance in or-

Iassociation der to advise the owner-controlled board onchanges necessary upon 	 renegotiation,
:tivities as 

on as they 	 Transition 
The transition committee is a joint committee ove in, but t owner and developer representatives that 

rly enthusiasm 	 coordinate the transition process. Thecommittee nature and composition will de-easily lost if 	 pend to a great extent on the structure the 
ey feel their 	 developer has chosen for phasing unit owners 

onto the board of directors. If unit owners arerticipation does 	 elected or appointed to the board as certain 
t have an levelk of bales are reached, then the board itself may constitute the basis for and serve as theipact on the 	 transition committee. For example, if there are 
;ociation's 	 five board members (two of which are unit owners and three are developer repre-entatives),
erations. then these five may be the kernel of the commit-

tee, with perhaps the involvemc.nt of certain 
committee chairmen, such as finance and main-
tenance. If the interim orboard committee 
approach is used, this group plus one or two 
developer representatives Lould compose the 
transition coordinating committee. However it 
is structured, it should be composed of a rela-
tively small number of unit owners and devel-
oper representatives, 

The purpose of this committee isto coordi-
nate transition activities, to ensure that all 
committees complete their review activities and 
develop needed m.commendations and to help
resolve any remaining disputes or discrepancies 
between the developer and the association. The 
committee should be sure that all records, books, 
and files are current and complete and that the 
association isin good standing with all appropri-
ate governmental bodies. In short, this commit-
tee isthe coordinating and facilitating body for 
the transfer of control. 

During the transition period, and certainly
during the work of the transition committee, it 
will be appropriate to review the association's 
declaration and bylaws for operational sound-
ness, clarity, and relevance. There may be areas 
of inconsistency, vagueness, and over-regula-
tion that can be modified to improve the gover-
nance of the association. The earlier these prob-
lems are identified, the more easily they can be 
corrected since there will be fewer owners in-
volved in the amendment process. One word of 
caution, however: amendments to "clean up the 
documents" are one thing, but changes that go 
to the basic plan of the development may have 
legal ramifications for the developer since own-

ers have purchased in reliance on that plan. Of
 course, any amendments must be made in accor­dance with the procedures set forth in the docu­

ments, and the more nondeveloper owners thereare, the more their involvement and concurrence
 
will be needed to eifect the ch,.ng'c desired.
 

Impact of Sales Pace
 
In the event of a slow-down in sales, the devel­

oper, through the transition committee, may
want to adjust the transition timetable to accom­
modate the pace of education and the specific
 

interests and abilities of existing unit owners.

Owners should become involved in association

activities as soon as they move in, but early 

enthusiasm is easily lost if they feel their partici­pation does not have an impact on the 
association's operation. 	This can be especially 

true when sales fall offand progress toward ownercontrol isarrested. Ifowners do not feel that they
 
can participate in and have an effect on deci­
sions regarding association operation, they may

sit back and become accustomed to someone else
 
running the association for them. When sales
 
eventually pick up and transition becomes a
 
reality, there is the danger that these early unit
 
owners will not want to accept association re­
sponsibility and will become apermanently apa­
thetic and resistant group. This will hurt the
 
association after the developer isgone and, thus,
 
the association's subsequent success will reflect
 
on the developer. In the instance of a slower
 
marketing period than anticipated, the devel­
oper should consider allowing greater owner
 
participation than the sales level might warrant,
 
based on the original scheme. Flexibility is very
 
important in this instance.
 

If sell-out occurs more rapidly than antici­
pated and there isnot sufficient time to train and 
work with unit owners adequately, the developer
and the transition committee should make good 
sources of association advice accessible to unit 
owners. This can be done by providing member­
ship in organizations such as CAI, through a 
good management program with an experienced 
company or on-site manager, or even through
consulting services by developer personnel or 
others that can be made available to the associa­
tion on a.limited basis. Some provision isgener­
ally made in the developer's project budget for 
staff time-that is, consultant or management 
fees that arise during the marketing period and 
are specifically intended for association opera­
tions and owner involvement-so that adapta­
tion to a rapid sellout should not cost any more 
than would have been spent under normal cir­
cumstances. 

(q 
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DEVELOPING LEADERSHIP Committee members can welcome the newAND INVOLVEMENT owners with a personal visit or phone call, byAll the planning efforts the developer under- providing a welcome packet, and by being avail-takes for transferring control will accomplish able to answer questions. For larger associations
little if new owners do not become involved, with more needs, this committee can help theUnfortunately, owner apathy is a recurring la- developer provide various social or recreationalment of developers and associations, and the activities in order to bring owners together andquestion of how to deal with it is often asked. prov ,de information for the association's news-Although there is no guaranteed way to prevent lerrr about new owners and organized activities,or to cure apathy, ome teps can be taken to It an also provide study sessions to familiarize
minimize its effects on the association during both new and older owners about evolving asso­the developr,.nent and sell-out phases. It must be ciation operations.

recognized that, for a majority of owners, possi-
 Some tested principles of leadership and orga­bly the highest level of involvement that can be ni:ation apply in the transition process. Recog­expected will be paying assessments regularly, nition among peers is a primary stimulant toobeying rules and regulations, and signing vot- leadership. Socialization is a stimulant to partici-
mg proxies. pation. The developer can help by giving recog-The prevailing consideration, then, is how to nition to the committee members, and commit-identify and utilize the available talent and tees can help by giving recognition to other persons who are willing to work to fill those leaders and by participating in their activities. Aposit.ions. A good transition plan can succeed newsletter that stresses names is one way tohere. recognize people as are active bulletin boardsWhen new owners first buy into an associa- situated in visible locations. ("Active" meanstion and have gone through the basic orienta- frequently changed; nothing is so boring astion program to acquo,,nt them with the various yesterday's news.)aspects of association operation, it is important The information gathered by the orientationto accomplish two goals quickly. First, identify committee from the information forms will iden­what particular skills and interests each owner tify the abilities and interests of each owner sohas; this can be done by interview or by ques- that, as numbers of units sold and other factorstionnaire. Second, introduce owners to each allow, new committees can be developed withother so they can begin to develop their com- the most qualified and interested owners. In mon identity in the community. Thus, one of those developments in which owners are directlythe first functions of committee activity is to elected to the board at an early stage of sell-out,taclitate these introductions. Whatever name the developer and other leaders will be able tothc group chooses for itself-social committee, encourage owners to consider the opportunity tohosi itality committee, communications com- participate based on better knowledge of theirmittee, or orientation committee-its purpose background and interests.is to provide activities and methods for owners The first thing that will motivate owners toto become acquainted with each other and the become involved in their association is educa­association. In a residential or resort commu- tion-in other words, understanding what thenity, this committee can be very busy and may, association isand what it takes to make it work.in larger communities, even have the assistance The second is the sense of being involved in aof a social or recreation director. In smaller meaningful way, that the effort an owner hasassociations, this committee will be less active, invested in an activity will be recognized and willbut its goal of acquainting owners with one be productive. If owners are involved in deci­another will still be important. For those asso-
 sion-making that has a recognized effect, thenciations using an orientation committee, the they will be rewarded by knowing their effort wasdeveloper can provide or assist the committee worthwhile. For example, allowing owners tomembers in developing a welcome packet. The develop rules for using the pool, clubhouse orwelcome packet should contain basic informa- other common facilities will involve them intion about the association-including the legal their community. On the other hand, askingdocuments, rules, persons to contact regarding them to draw up a complaint procedure that willwarranty work, basic questions about the asso- not be supported or implemented by the board isciation, emergency numbers, a directory ofown- a futile and defeating process.

ers, back issues of the newsletter, and an infor- A third means for encouraging involvementmation form for the new owner to complete to and leadership is through providing opportuni­determine areas of interest, ties for owners to visit other associations and talk 

The first thing 

that will 
motivate owners 

to become 
involved in 

their association 
is education-in 

other words, 

what the 
association is 

and what it 
takes to make 

it work. 
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'he owner to their board nr committee members about areas of particular interest in order to get an ideanitiative may of how other associations operate. Exposure to 

iappen sooner local and national organi:ations that provideeducational materials and programs for associa-han the tion members will help make owners more con-
[eveloper had fident about what they' are learning about suc-

cessful association operations.

riginally 
 Finally, ask individuals to become involved 
nticipated, but on a realistic level at the beginning; this will

help to ensure that, as additional complexityhe developer and responsibility occurs, they are able to de-
hould be fle;ible velop the capacity to respond. Providing astruc-ture from the beginning through which ownersnough to adapt can become involved and move into increasing 
ie transition levels of responsibility isa desirabl; goal for the 
lan to this transition process. 

-ircumstanc-. 
IF No TRANSITION PROGRAM 
EXISTS, WHAT CAN OWNERS Do? 
Although the educational programs and coim-
mittee structure established in the development
plan will usually be the motivating force for 
owners to become involved in association ac-
tivities, there are instances in which there isno 
transition program and in which the developer,
for one reason or another, does not prepare 
owners to operate the association. This may be 
the case if the developer isbankrupt or ifa lender 
takes back the property. In these cases, there will 
often be a few owners who become concerned 
about the way the association isbeing run, their 
lack of expertise in how to run an association, or 
becoming involved before it istheir responsibil-
ity. In some associations, there will be no such 
concern until the development is sold out and 
the owners are in control. When this concern 
does exist, however, the question then becomes: 
"What can we homeowners do to become in-
volved in association operations and to gain 
some measure of control over the situation?" 

An expression of concern to the developer 
may be all that isneeded, and the owners and the 
developer can then work out a mutually agree-
able program. It may also be that the developer
does not understand or accept the value of early 
owner involvement and will not respond to 
owner initiatives. 

Regardless of the response the owners re-
ceive, there are certain actions they can take to 
help themselves. First, concerned owners should 
meet to detennine what concerns and problems
affect all of them and which ones are individual 
warranty problems that should be handled on a 
case-by-case basis between the developer and 
the individual unit owner. This meeting can be 

held at the association's clubhouse, at someone's
home, or at any nearby public meeting room.There should be an agenda distributed in ad­

vance and someone should be responsible fortaking notes. Unless it is well run, this first
meeting can develop into agripe session and no 
constructive course of action will emerge. There­
fore, some preliminary planning must be done. 
The concerns voiced at this meeting should be 
compiled and svnthesi:ed into a summary from
which the next step can be taken.

At a second meeting, those owners who are 
interested in particular problems or areas ofoperations can orgam:e into action committees 
to investigate their subjects more thoroughly. At 

this point, two things are happening: early asso­
ciation leaders are beginning to emerge and theowners are becoming more familiar with the 
scope of association ope;dtions.

Before a formal meeting with the developer, 
a representative of the owners should contact 
the developer with a general indication of the 
owners' concerns and activities. This will give
the owners a feel for the developer's attitude and 
may also elicit from the developer suggestions as 
to other owners who may be interested or espe­
cially skilled insome area of concern. Of course,
it is to the developer's advantage to respond to 
such owner initiatives in apositive way, both to 
prevent the appearance of mistrust and to con­
tinue to work with owners cooperatively for the 
success of the association. The owner initiative 
may happen sooner than the developer had 
originally anticipated, but the developer should 
be flexible enough to adapt the transition plan to 
this circumstance. 

A meeting with the developer will be appro­
priate as soon as the owners have sufficiently
investigated the various areas of concerns, sum­
marized them in writing, and developed specific
suggestions for actions that both the developer
and the owners can take to involve owners and 
to improve association activities. Suggestions 
may include a committee structure (See box on 
page 13) that can advise the board in various 
areas and that can relieve the board of some of 
the investigative and developmental work re­
quired in bidding contracts and insurance, estab­
lishing rules and regulations, and determining 
owner opinions. It may include a communica­
tion network of block or building captains to 
provide information for a newsletter and to 
distribute information to owners. Or it may
include a recommendation for amore responsive
mcthod for warranty problems to be handled. 

At the outset, it should not be assumed that 
the developer does not want to cooperate with 
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the owners. If the developer has not planned a 
program for owner involvement and gradual
transfer of control, it simply may have over-
looked programs in these areas, Implementation 
of the suggested program, if realistically devel-
oped, will benefit the developer by removing 
some of the burden of day-to-day decisions that 
affect asociation life, but that do not adversely
affect the ;ales eftorts or the developer's efforts 
to complete the development. By allowing own-
ers to implement their own methods of commu-
nication or decision making, within limits, the 
developer will be relieved of unnecessary or 
undesired involvement with the association. 
Furthermore, since those persons assuming tasks 
are theones who will benefit the most in the long 
run, the de-'loper should feel confident simply 
to monitor their activities, 

The ow.vners should not go to the developer 
wih a long list of complaints. Instead, they
shouiJ have a well-developed list of concerns 
and some ,ealistic sugestions of how they can 
be handled. Owners will gain little if they start 
off on the wrong foot in this process. Hc.vever, 
if reasonable attempts to work out differences 
fail-this does not mean that the owners must
win on every point-and the developer does not 
show a willingness to work out differences, own-
ers should not hesitate to hire a lawyer to repre-
sent their interests, 

In addition, the owners should establish com-
mittees to monitor the developer-control led 
board's activities to review the disbursements of 
funds and the collection of assessments, to moni-
tor the board's enforcement of rules and archi­

tectural standards and register complaints where An un. 
enforcement is lax, and to keep an eye on build­
ings and ground maintenance to see that it is responsive
adequate and meets required standards. Even developer
though the owner's activities are not officially

reco-ni:ed by the developer and the developer-
 is no
controlled board, these activities will provide excuse 
many benefits to the owners. These benefits
 
include the following: 
 for owner 
1.Involved owners will be exposed to many inaction. 
aspects ot association operations and will learn
 
what isinvolved in running the association, even
 
if they can make no decisions at this stage.
 
2. The developer will know that its actions are
 
being monitored and, thus, may be encouraged
 
to be more responsive. If ,not,the owners are
 
more aware of what is being done, appropriate 
protests are formally filed, and material has been 
developed that may be useful if legal proceedings 
become necessary. 
3. As owners begin to understand more about
 
association operations, the developer-controlled
 
board may reali:e that there are areas 
in which 
owners can contribute, and perhaps the board 
will allow the committees to perform some offi­
cial duties. 

An unresponsive developer is no excuse for 
owner inaction. Increasingly, the problem of 
unresponsive developers or developers who are 
insensitive to the need for owner involvement 
appears to be dimiiiishing. However, whenever 
unit owners encounter such situations, they must 
be ready to assume the responsibility in order to 
protect their investments. 


