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EXECUTIVE SUM MARY 

CHF International completeo this case study as part of the organization's Cooperative 
Development Program {CDP), financed by the United States Agency for lntemationaJ 
Development (USAID). The study is one of a series of evaluations prepared at USAID's 
request, by members of the Overseas Cooperative Development Council (OCDC), seek­
ing "to document, from a common perspective and in quantifiable ways, the development 
process and the organizational and operational capacities of the assisted cooperatives." 
Each OCDC member selected a specific cooperative assistance activity as an example 
of its development programs, and conducted a case study of the activity, utilizing the 
same, agreed outlf ne and financial framework. 

Objectives of the Case Study 

This case study examines CHF lntemational's expertence in Poland, from February 
1998 to December 1999, as the organization worked to assfst local partners in address­
ing the problems of transition and transformation of the housing sector. In particular, un­
der CDP, attention was focused on issues concerning the existing housing stock, and 
expanding access to financing of home improvements and capital renovations. CHF In­
ternational aimed at expanding the capacity of the newly formed condominium associa-
1ions to better manage their stock, and to borrow funds for future renovations, which 
would result in a better quality of life and an increased efficiency of operation. Successful 
examples were shared with other newly formed associations, and the application of co­
operative principles was strengthened. 

Two condominium associations located in Sopot, Poland, take the oenter stage in CHF 
lntemational's case study. The study attempts to capture changes since these associa­
tions were registered in 1995, their participation in a condominium (condo} renovation 
loan program with training and assistance from CHF during 1998 to1999, and their cur­
rent oondition today. This case study examines: 

1) The development process used by CHF rntemational to provide assistance to the 
condo associations; 

2) The capacities of the associations, before and after implementation; and, 

3) Lessons learned from project implementation. 

The study also examines the perspective of the partner bank and the partner city, be­
cause c•ose collaboration between the condo, the city of Sopot, and Big Bank Gdanski 
(BBG) was necessary to make the. loan program for condos successful. The study re­
flects a significant contribution made by CHF International through CDP, which resulted 
in a steadily growing loan portfolio, and continuous improvement in the housing stock in 
Sopot, as well as improvements In the governance structure and management of the two 
condo associations. 

Methodology 

The CDP-Poland project aimed at assisting local partners in addressing the problems of 
·transition and transformation of the housing sector, and developing local capacity to deal 
with their housing issues. Through a series of pilot projects, CDP facilitated physical im­
provements by working with partner associations, applying a uleaming by doing• meth­
odology, providing training, and capacity building. The expansion of access to financing 
of home improvements and capital renovations was addressed through developing link-



ages with local banks and municipal authorities, and the experience of one particularly 
applicable and successful condo loan program - that of Sopot and BBG -shared with 
other associations. Apart from wor1<ing with newly formed condominium associations, 
CHF International trained an.d assisted other local NGOs in developing their capacity to 
provide technical assistance on a "fee-for-service" basis, and at the end of the program, 
left behind a significant body of knowledge and local expertise. Successful examples 
were shared with other newly formed associations, strengthening the application of co­
operative principles even in other countries. 

The Polish Economy and Housing Market 

It is Important to understand the contex1 and key elements of the Polish housing market. 
and the role of condominium associations. 

• The housing sector was undergoing a structural transformation as the Polish 
economy transitioned from a planned to a free-market one. 

• Condominium associations do not fit the mold of a typical production or service 
cooperative-the condo's primary objective is to preserve and increase the value 
of the housing stock they menage, and to ensure the hjghest level of efficiency at 
the most effective cost The increased value is reflected in the increased market 
value of the individual units. 

• The Unit Ownership Law, created In 1994, provides a legal framework for the 
creation of condo associations. However, the law neither addressed the issue of 
fifty years of deferred maintenance and responsibifJty for the physical conditions 
of the buildings, nor the overwhelming need for technical assistance and tralnrng 
to help new unit owners understand their responsibilities under the law. 

• The sluggishness of the Polish economy at the time, coupled with the extremely 
poor conditions of the condos, created a difficult lending environment, which re­
quired significant financial input on the part of low-income condo members. How­
ever, the case study demonstrates that even under these difficult conditions, 
renovation loans can be successfully used to meet a condo's objectives, particu­
larly when supported by a public-private partnership. 

Impact 

This evaluation focused on one specific aspect of the CDP-Poland program: the experi­
ence of a lencfing program Involving a public-private partnership, which resulted In a suc­
cessful operation lasting to ttiis day. At the center of the evaluation are two condo asso­
ciations that participated ln CDP-Poland activities and training. These associations were 
able to translate the acquired learning into a sucoessful lending experience. Based on 
our analysts of the two condos, and the overaJI condo renovation loan program, CHF 
International has identified impact on a number of levels. 

Impact on Program Psrt.lclpsnts 

• The improvements at the two studied condos would not have occurred as rapidly 
as they did, without the assistance provided by CHF International through CDP. 
We helped the condos better organize themselves so they could apply for, re­
ceive and repay the loans. Others also benefited from CDP condo-focused train­
ing in the Gdynia/Sopot area.1 Activities included more than the two studied con-

, Sopot, with 40,000 inhabitants, is a part of three-city metropolitan area Including Gdansk, Gdynia, and So­
pot on the Baltic Sea coast 
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dos, and involved a local facilitating agency and a consultation point established 
with the participation of the national Society of Condominium Associations 
(SWM). Viable condominium associations, that were able to operate in a busi­
ness-like manner, were critical to the success of the program. CDP helped create 
a cadre of professionals that condos could approach for assistance. 

• The studied condos would not have received the loans had it not been for the 
cooperative methods they applied to organize themselves. The membership 
structure gave them the organizational means to take collective action, and ar­
range management and loans for renovating the building for the occupants' mu­
tual benefit. 

• There is vast potential for repficating of this model, given the similar situation of 
existing housing in Central and Eastern Europe O.e., poor physical conditions of 
the stock, economic difficulties due to transformation). While great opportunities 
exist, there is also the need for further research. 

Economic Impact 
• Due to participation in the loan program and the subsequent property renova­

tions, assets of the condos and the individual members (i.e., units) grew in value. 

• The opportunity to participate in the loan program spurred many condominium 
associations to explore the potential for generating additional revenues to help 
offset the expenses of the loan. (For example, converting a portion of the building 
to commercial space for rent, or converting basement space into an apartment.) 
Ultimately, though not all these actions were successful, the efforts show the will· 
lngness to engage in new enterprises, creativity, and renewed interest in building 
up an economic foundation for actions benefiting all owners. 

• Investments in renovations have a broader economic impact through the local 
construction industry. In CH F's estimates, a typical renovation projeci of 8 
months duration (calculation made for a typical condo building of 56 units} gen­
erates 244 person months of employment or over U.S. $100,000 in value of local 
gross income generated. 2 

• The bank that participated in the program expanded its loan portfolio and diversi­
fied 1he client base. In the case of the studied bank, BBG (now Bank Millennium, 
S.A.), the number and the size of oondo loans continues to grow. 

• The city expanded its tax base, and Improved its physical appearance, making it 
a more attractive place to invesl 

Governance Impact 
• The training offered through CDP provided the condo association members with 

knowledge of their roles and responsibilities , and the confidence to move forward 
and participate in the loan program. Striving successfully together to fulfill a 
common objective laid the foundation for the continuing successful management 
and maintenance of the buildings. Experience gained through participation in the 
repayment process contributed positively to the overall understanding of lending 
procedures by condo owners and helped establish good financial practlces re· 
fleeted in a rapidly de<:lining rate of delinquency. Also , it inspired the majority of 
owners to help the few who had difficulty in meeting loan conditions. 

2 Barbara Czachorska-Jones, Assessing Economic Development Impact of s Housing Progrem (on the Ex­
ample of CHF-Poland Project 1992-1999, end Beyond). CHF's internal publloation, April 2002, pp. 9-11 . 
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• The positive experience of participating in the loan program encouraged the resi­
dents to tackle other projects such as the installation of new Intercom systems, 
and renovation of ornamental and decorative parts of the exterior and interior. 

• Participating in the training gave the condo managers the confidence to make 
decisions on whether to manage the property themselves or to hire a property 
management firm. Each of the two condos studied chose a different path with 
successful results. 

Business Support 

• CDP contributed to the development of the condominium/property management 
industry in Poland. Over 100 Individuals were trained in the course of 4 major 
training workshops held at pilot locations. Local technical assistance providers 
(30 Agencies to Support Housing Initiatives or AW1Ms3 that CHF helped estab­
lish} were inspired to address condo issues, and trajned to provide help. Manu­
als and information materials were publlshed and disseminated, helping to edu­
cate a cadre of local specialists, who to this day, assist condos on a sustainable, 
fee for service basis. 

• Independent consultants who participated as CDP staff or consultants, continue 
to serve the needs of the condo and cooperative housing market. 4 

3 The acronym AWIM is based on their Polish, Agencjs Wsplanmla /nicj81yw Mieszl<sr1/owych 
4 The BibPognJphy lists several publications prepared and published by rormE!f' COP-Poland staff members 
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I. INTRODUCTION 

At the request of the U.S. Agency for International Development (USAID), Office of Pri­
vate and Voluntary Cooperation, eight Cooperative Development Organizations are par­
ticipating in review of USAID's cooperative development. As part of this process, each 
organization agreed to prepare one or more cases studies of recent cooperative devel­
opment projects. A feature of each case study is an assessment of the financial strength 
of each studied cooperative. 

This case study is CHF lntemational's contribution to the series of evaluations prer:>ared 
by the eight members of the Overseas Cooperative Development Council (OCDC)5

• 

OCDC's mission is to strengthen the ability of member organizations to promote coop­
erative development in developing countries and emerging democracies, and the collec­
tive knowledge we have gained from participating in this program review, helps to fulfill 
that mission. The series of evaluations seeks "to document, from a common perspective 
and in quantifiable ways, the development proc9SS and the organizational and opera­
tional capacfties" of the cooperatives which have been assisted by OCDC members. 
Each OCDC member selected a specific cxioperative assis1ance activity as an example 
of its development programs, and conducted a case study of the activity, utilizjng the 
same, agreed framework which was prepared by a design team comprised of staff from 
OCDC members. The standard outline, as well as a common set of financial ratios which 
was developed to facilitate comparative analysis, are included as an attachment to this 
evaluation (See Attachment 1: Outline Contents of the COP Case Studies and OCOC 
Financial Ratios for Cooperatives). 

We identified two condominium (condo) associations in Poland, Which participated in our 
Cooperative Development Program (CDP) from 1998-1999, as the focus of our case 
study. Poland was selected by CHF International for three reasons: 

1. Given the number or projects we currently implement in countries undergoing a 
similar political and economic transition (e.g., Romania, Serbia, Bosnia­
Herzegovina, Kosovo, Montenegro, Azerbaijan, Uzbekistan, Mongolia), we 
thought the Polish experience would be particular1y relevant, and that we might 
have "fertile ground" for replicating its suc.cesses. 

2. The housing sector in all of these countries faces similar challenges and must 
develop ways to deal with the problems of recently privatized housing stock in 
poor physical ex>ndition. Residents are usually untrained, and lack the financial 
and managerial skills to meet the challenges. The Polish experience of building a 
public-private partnership (PPP) to implement a successful condo renovation 
loan program could provide a model for institutionalization and further replication. 

3. The Poland study offered an opportunity to review a past program activity that 
applied cooperative methods, and significantly impacted governance structures 
end practices. 

Through COP-Poland, CHF International supported three pilot projects in Gdynia/Sopot, 
Warsaw, and Kutno. Gdynia/Sopot was selected for further study for two reasons: 

5 OCDC members include ACDINOCA, CHF ln1ematlonal, National Cooperative Business Association, Na­
tional Telecommunications Cooperative Association, NRECA lntemationaJ, Ltd., Americas Association of 
Cooperative and Mutual Insurance Societies, Land O' Lakes, Inc.. and World Council of Credit Unions, Inc. 
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1. The condo renovation loan program that CDP-Poland helped to assess and im­
plement in Sopot represented an example of a successful PPP between the city 
of Sopot {which provided an interest rate subsidy) and a local bank, Big Bank 
Gdansk! (BBG/Millennium), witti the potential to be replicated elsewhere In the 
country and the region. 

2. Practical considerations also drove the selection, such as the availability of mate­
rials, interest on behalf of the condo representatives who participated in the 
study, as well as their readiness to share pertinent financial and institutional data 
with CHF International. 

The two specrtic condo associations in Sopot were selected because representativas 
from both participated in CDP-Poland trajning sessions held in 1999, and both condos 
.received renovation loans under the city of Sopot-BBG program, respectively, in 1997, 
2000, and 2001 . Finally, when contacted in May 2003, representatives from both groups 
were willing to share their e.xperience as well as specmc data for the purposes of this 
study. 

In many respects, the two condos selected are representative of similar condos across 
Poland, and in some respects they are not. Built in 1910 and 1920, they are representa­
tive in the relative physical deterioration of the buildings and the extent of deferred main­
tenance, and similar in style and architecture to other building of the same era in Poland, 
particularly in the Gdynia-Sopot-Gdansk triangle. However, they are not representative 
of the prefabricated panel technology construction of the big "block" apartment buildings 
so prevalent in the '60s and '70s. and which blight the landscape throughout many for­
mer communist countries. 

Both condos were registered In 1995, as were almost all other condo associations in Po­
land after passage of the legislation mandating the formation of associations in 1994. 
The two case study condos are also representative in that previously they were man­
aged by a state-owned property management company, they contain residents from a 
cross-section of society, and the unit owners had no previous experience with property 
management or understanding of their role as members of a condo association. 

The two condos are not representative in the sense of their relatively small size, only 9 
and 13 units respectively. After the destruction of World War II In Poland, many multi­
family buHdings were constructed of much larger size, ranging from 100 - 1,000 units. 
However, we belleve many of the lessons learned from this case study, and the recom­
mendations can be applied in a context of much larger buildings. While resolving differ­
ences through consensus may become more complicated with a larger number of mem­
bers and competlng voices, the learning process of educating members and helping 
them to understand their roles and responsibilities as members of a condo association. 
as well as the potential to improve the conditions of their building through borrowing, is 
the same. 

In Section II , this study examines the development and implementation process used by 
CHF International- our approach, project objectives, project human and financial re­
sources, and the effectiveness of project implementation. In Section Ill, we describe the 
two case study condo associations and analyze their capacities both before and after 
implementation, looking ck>sely at organization and governance, cooperative manage­
ment and operations, business performance, and salience. Section IV summarizes the 
lessons learned from project implementation, while Section V presents a financial analy­
sis, adapting the OCDC Financial Ratios for Cooperatives to the context of condo asso­
ciations in Poland. 
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JI. THE IMPLEMENTATION PROCESS 

This section provides a general description of the CDP, the focus of this case study It 
also addresses the process of implementation, including CHF lntam ational's strategy, 
and approach to decision making, along with the problems end issues confronted. The 
impact of the program in Poland is also considered. 

A. Project Description 

CHF's Global Perspective 

Through CDP, CHF International hes been working to Increase the availability of afford­
able housing services to underserved populations by promoting and strengthening co­
operative housing systems. In 1997, work began in three original focus coun­
tries-Philippines, South Africa, and Poland. Our work In Poland S1arted in spring 1998, 
and involved 14 percent of the overall CDP budget. Lasting 20 months, the work con­
cluded in December 1999.8 In the fall of 2002, activities began in Bosnia-Herzegovina, 
building on CDP-Poland's experience. In addition to the fieldwork, CDP included an insti­
tutional strengthening component CHF International used CDP headquarters' funds to 
strengthen communications and outreach, management information systems, credit 
management systems, and to establish a networ1< of professional volunteers and institu­
tional and private members. 

While CH F's headquarters is responsible for the overall management of the CDP, CHF 
field staff in Poland, Philippines, South Africa, and Bosnia, manage country-based activi­
ties. An important initiative of CDP was the establishment of a volunteer network. CHF 
recruits, orients and fields volunteers specializing in housing finance, land tenure policy, 
community developmen~ membership outreach and management, and related sectors, 
with the ultimate goal of strengthening the capacity of local organizations to provide ser­
vices to indigenous cooperatives. CHF has also established a membership base to en­
courage individuals and organf zations, particular1y those involved in cooperative devel­
opment, to participate in CHF's programs. 

1. Background and Overview 

Housing Sector Reform Process 

The process of democratization and economic reforms, that began in the ear1y 1990s in 
Poland shifted responsibility for housing from central authorities to newly elected local 
governments. Faced with critical housing shortages, local governments looked for effec­
tive methods to stimulate the private housing delivery system. Innovative institutional ar­
rangements and new ways of doing business were needed to match the high expecta~ 
tlons about democracy and the free market. There was extreme pressure to meet the 
demand for improved housing, but little private sector capacity, and a state-dominated 
housing industry incapable of responding to the new demands of the free market. Newly 
elected local governments were overwhelmed with their new responsibilities and unsure 
of their roles in promoting housing construction. In theory, with the local government in­
creasingly withdrawing from this sector and the private sector expected to mobilize Itself 
successfully and swiftly, it was expected that housing would be provided in a new way. 

& The total CDP budget (1997-2000) was U.S. $2,995,355. The CDP-Poland budget was U.S. $428,000. 
Since USAlD was ending its assistance to Poland in early 2000, CHF lntemaflonal's exit strategy and post­
aXJt sustainablllty Issues were of utmost importance. 
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However, the private sector was very weak, with no organizations able to provide hous­
ing in accordance with free marke1 principles. 

CHF responded In the eat1y 1990s with a series of activities, funded by USAID, to ad­
dress these diverse sets of needs starting at the local level, and using models that could 
be easily replicated in communities across Poland. Building partnerships at all levels, 
CHF addressed both issues relating to new housing delivery, and those of the exjsting 
housing stock. Our work involved a wide variety of public and private sector institutions, 
including municipal authorities, housing cooperatives and newly formed home­
owner/condominium associations, as well as residents interested in improving their living 
conditions. As a result of CHF activities from 1991 to 2000, 32 local nonprofit housing 
developers, Agencies 1o Support Housing Initiatives (AWIMs), were established across 
Poland, building close to 2,000 cooperative units. 7 The national Center for Housing Initia­
tives (CIM) based in Warsaw was established to provide support to the AWIM network 
and to serve as a self-sustaining ca1alyst for local change and improvement of affordable 
housing. 

The contrasJ between blocks of houses end smefler single family homes, desired by families living for years 
in over-aowded condilions. is quite striking. Under USAJD funding, CHF assisted in establlshing local faci/1-
tstfng agencies, AWIMs, which prot-ld9d organizational and manegerlal assistance to sm811. democratic 
housing e-0operalives building homes across Poland. 

Responding to other needs of the Polish housing sector, CHF also worked on issues 
pertaining to transition and transformation of the existing housing stock. CHF worked 
with several local housing cooperatives to adapt existing systems to new operating con­
ditions, and assisted In the development of new managerial and financial approaches. 8 

When a new legislation was passed in the mid-1990s, this need expanded to other forms 
of housing ownership, specifically, condominium associations. Even though legally not 
the same, housing cooperatives and condominium associations share many feab.Jres 
which allow us to treat them as similar entities for purposes of this study.9 Both are enti-

7 CHF lnternatlonal's project Strengthening Msrket-Orlented Housing Delfvary System through NGOs, Po­
land 1991-2000. over half of these businesses function today providing •tor fee' housing services to local 
clients. 
8 Barbara Czachorska-Jones, Judith A Hermanson, Agnleszka Baumritter, James L Womack, Consolidated 
Project Raporl: A Pilot Project for the Management and Maintenance of Cooperative Housing in Poland, 
(CHF internal publication, October 1993 to May 1994), reporting on activities Implemented under RFS #38 
u11der sub-oontract to the Urban Institute. 
9 From a management standpoint, the differences are minimal. From a legal standpoint, condominiums end 
oooperatlves are types of community associations developed around the tum of the century as an attempt to 
control the growth end use of real estate. They are created and governed by statute andfor contract and are 
intended to create communities for me common good of all its participants. Through such associations, 
people get quality housing at an affordable cost with many ofthe amenities and sefVices they would other­
wise be unable to afford. Detailed arrangements vary - individuals may purchase unis, or the right to o<r 

8 



ties that exlst for 1ha development, sale, and administration of residential real estate, 
both are self-governed, with residents elected to serve on a board of directors and on 
committees for the betterment of the community. These common features and adher­
ence to ti'le majority of co-op pr!nciples10 allowed CHF to broaden the traditional under­
standing of ~cooperative'' structure, and Include condominiums tn its programs. A num­
ber of technical assistance and training activities were implemented before the CDP­
Poland started.11 

Cooperative Development Issues: The Condominium Challenge 

CDP-Poland was designed to promote local innovations and initiatives to address the 
complex problem of transition and transformation of the existing housing stock. 

In 1994, before the Introduction of the new form of "condominium or homeowner asso­
ciations" in Poland, housing ownership comprised: individually owned units-43.5 per­
cent, cooperative--27.7 percent, communal/state·owned-17.8 percent, and factory­
owned units-11 .0 percent.12 

With the removal of the strictures of a planned economy, free market concepts came into 
vogue wilh enthusiasm. But often little attention was paid to the limitations created by the 
past system. In the case of housing, it was believed that rapid privatization would create 
forward-looking homeowners, bank loans for building renovations, and stimulate a wide 
range of private sector services, including property management 

cupy a unit, whether It is a house, apartmen~ town house or garden apartment, and share common areas 
With other unit owners. Their common feature Is that associatlons provide for a system of self-governance 
whereby residents elect one another to serve on a board of directors and on committees for the betteITTJent 
of the community. 

A condominium Is the form of ownership under a master deed that describes ttie manner in which the prop­
erty is diVlded Into lndividtJal, separately transferable units. An Individual owns a particular unit, and is a ten­
ant In common with respective ownership Of the common elements in proportion ro the r'elatlve value of their 
respective units In comparison to a cooperative, membership in a condominium is automatic with the pur­
chase of a unit 

A cooperatJve Is a corporation that holds tltle to aJI or the units and the common areas. By tease or ottier 
form of contract, individuals receive shares in the co-op entitling them to exclusive rights of occupancy of a 
particular unit through an associated long-term "proprietary• lease. Technfcally, individual purchasers do not 
have ownership of a unit, only ownership of shares entitling them lo excluslve possession of that unit. 
10 The most differing feature seems to relate to membership. Whereas voluntary and open in cooperatives, 
membership is automatic-when purchasing a unit tn a condominium association. Whereas cooperatives can 
select its members, condo members cannot, except by purchasing a unit, if available. Membership in a 
condc:l is automatically tennlnated when the unit is sold. Whereas cooperatives can terminate membership 
fur non--adherence to rules, condos have less enforcement power, which is defined by statute or declaration 
11 In 1996, under sub-contract to the Urban Institute, CHF Implemented a series of activities under • A Pilot 
Condominium Project: Est9bllshment of the Homeowner Assool9lion.' Several selected condominium asso­
ciations in Warsaw were assisted ini taking over the management of properties. Thts specific project vividly 
illustrated the diversity of encountered needs and prepared the foundation for the CDP-Poland in June 1998. 
12 Date cited from a Housing Research Institute publication, A Profile of the Housing Sector in PofBnd, War­
saw, 1996, p 93. 
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Many buifdlngs suffered from neg/eel snd deftmed msint&nance. Typically, significant financial resources 
8re needed for capital renovations and upkeep. L: Kut no, CDP-pilot buildlng1999; R: Sopot building, badly In 
need of renovations, condition of 1 gge. 

Unfortunately, these theories failed to take into account that participation in the benefits 
of the market economy would be uneven among the primarily low-income, often elderly, 
occupants of existing housing, and that fifty years of deferred maintenance had pro­
duced a housing condition far beyond the resources of all but the most affluent. 

Throughout Poland, condominium associations and public entities were experimenting 
with creative approaches to this chaJJenge.13 In Gdynia/Sopot, the city government cre­
ated an interest subsidy program, and formed a partnership with a local bank to provide 
renovation financing to condo associations. In Szczecin, the city government established 
a matching grant program for condo repairs. In Kutno, a nonprofit organization was 
formed to assume responsibility for managing city-owned stock, including the condomin­
ium buildings. In Krakow, a district management system was established as a step to­
ward privattzing the property management system. Each of these initiatives offered a 
different approach to the transformation of the housing stock produced during the com­
munist period. Some were more successful than others, but each represented a step 
away from the idea that there existed a single, comprehensive solution, and each was 
an opportunity to learn. The role of CDP was to facilitate these local initiatives with train­
ing, financial technical assistance, and dissemination of success stories so that they 
would be replicated in other locations. 

s. Project Setting and Target Groups 

The new Polish government, democra1ically elected in 1989, decided to transfer owner­
ship of the majority of state-owned buildings to local governments. However, these same 
local governments had also assumed responsibility for many other aspects of public ser­
vice delivery, including the costly obligation to rebuild much of the basic infrastructure. 
Municipalities quickly discovered that the cost of operating and maintaining the former 
state housing stock was a major drain on local resources, so they endorsed the idea to 
continue the unit sale method established by the former govemment 1" 

13 See more on bsckground conditions and situation in the mid-1990s in C. Banks, S. O'Leary, C. Raben­
horst, Comperetfvs Analysis of Housfng Pn'vef.katfon and Condominium lnitlaUvss in Po/end, Hungary. Slo­
vsl<le, end Romania, (Conference on Privatized Housing, Warsaw, Poland, 1996), pp. 3-4, 10-11, 14, 18. 
14 In 1975, the Polish central government owned appro><lmately 2,056,400 residential units and stata-.owned 
enterprises owned another 936,200 units. Starting that year, the central government began to sell indivldual 
units to residents, thus decreasing the overall number of unrts It was responsible for. The continuation of th ls 
method after 1989 relieved municipalities of, at leas~ some of the cost of operation, and generated revenues 
for other municipal purposes. However, municipalities also took en addltional step that would prove to further 
confuse matters. In many instances, munlcipelities specifically retained ownership of the ground level com-

10 



Initially, current residents were quite willlng to purchase their unit at a nominaJ cost. 
Pride in ownership is deeply rooted in Polish culture, and buyers saw the opportunity to 
purchase a unit as a way to gain control over their lives and to control living costs. Unfor­
tunately, the urgency for ownership led many buyers to ignore the true cost and man­
agement obligations associated with condominiums. The impulse to buy was simply the 
desire to wrest control of the unit from the public entity. The driving concern was for the 
unit, not the building, and the eJ<perience under communism had made people resistant 
to arguments for collective responsibility of the common areas of the building itself. 15 

According to official statistics from the State Office for Housing and Urban Development, 
in 1997, although 32 percent of the total condominium stock was privately owned, only 
14 percent of condominium buildings had a majority of privately owned condominium 
units.115 Mixed ownership has produced an unfortunate and potentially intractable conflict 
between public entities and private condominium owners. lt was generally agreed that 
the buildings were in need of substantial renovation, but In the absence of either public 
or private resources to solve the problem, buildings deterforated further. Public entities 
tried their best to minimize further investment in their units so that resources could be 
used for other purposes, and current private owners used their limited resources to im­
prove the interiors of their units. But this solution was not sustajnable, and building con­
ditions could not be ignored for long. New approaches and innovative solutions were 
badly needed. 

Cooperative Law and Regulations 

Unit Ownership Law of 1994 

In 1994, the state legislature passed a format legal framework for condominiums. Unfor· 
tunatety, it added to the existing confusion and conflict. Instead of creating a practical, 
legal guide for the creation and management of condominiums, the compromise that 
emerged among the lobbying forces led to an unpopular law. 

The Unit Ownership Law, passed on June 24, 1994, addresses the legal structure and 
management of condominiums. Its essential guidelines include the following: 

• All condominiums must be registered in the publ1c record prior to sale. 

merclal spaces and diverted the olten..substanliel rerital revenues to the general crty budget The newly pri­
vatized industries for their part followed the same path as the municipalities. and began an aggressive unit 
sales program to relieve themselves of the costly management and operation of their stock of deteriorated 
housing 

16 To compound matters, two social safely net laws were passed to protect the interest of low-l11come peo­
ple. The first was a complicated rent control law designed to protect residents of publicly owned or operated 
buildings from rapid rent Increases. Although well intentioned, this measure lnadvertently reinforced the idea 
of guaranteed low-cost housing established by the former government, and essentially removed much of the 
Incentive to purchase units. The second, ultimately reversed, required a municipality to continue to subsidize 
the operating cost of any building in which It owned units. This measure attempted to protect private condo 
owners from public entities that might walk away from the obligation to share the cost of operation. However, 
It also served to discourage the complete sale of the units in a particular building and to disguise the true 
costs of build Ing operations because of the particularly obscure methods by which local governments subsl· 
dized housing. These disincentives, combined with the Increasing realization amo"!j potent ial buyers that 
the units were more of a financial liability than an asset, ground the unit sals method to a virtual hall A more 
recent study oonduoted by CHF in the spring of 2003 confirms that only very few units were sold this pasl 
r.ear and mixed ownership continues. 

11 Currently estimated at 60 percenl to 40 percen~ respectively. 
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• "Common area" is de.fined as any aspect of the building not used for residential 
or commercial use. The law also establishes a formula for determining the com­
mon area. 

• Condominium fees are established to cover the cost of common area operation, 
maintenance, and improvement 

• The condominium fee is apportioned to uses of the property based on the size of 
the individual unit, whether publrcly or privately owned. 

• AU condominium buildings, Whether newly constructed or an existing mixed own­
ership building, must be formally registered in the public record. Eadl condo has 
to establish an association of all of the members and a supervisory executive 
committee. 

• Alternative forms of property management are defined, and the supervisory 
committee must to formally determine which method it will use and register that 
decision in the public record. 

• Decision-making and operating procedures for the condo association and the ex­
ecutive committee are defined. 

• Uniform accounting and financial reporting procedures are established. 

On the surface, each of these provisions appeared quite reasonable, and in fact, they 
work fairly well for newly constructed condominiums. But fOr 1he much larger issue of 
mixed-ownership condos, a very different situation emerges.17 

By far, the most difficult and divisive aspect of the new law as applied to mixed owner­
ship condominiums, was the requirement that all owners, private and public, contribute 
to a fund for the renovation of the building. The law of 1994 failed to appreciate the lim­
ited consensus that existed regarding responsibility for the repair and renovation of 
these buildings. No national level funding program has been created to recognize that 
the condition of the buildings is a function of often shoddy construction and decades of 
deferred maintenance by state agencies. Local governments assumed responsibility of 
the stock on the assumption that the units could be sold qutckly. The unit sales method 
was essentially a process of passing along the responsibility for deteriorating housing 
stock to unsuspecting buyers. To many people, passing the Unit Ownership Law of 
1994, without the commitment of national funds, was Hke the proverbial "passing of the 
buck." Municipalities and the condo owners alike found themselves explicitly responsible 
for creating a renovation fund to repair the deteriorated buildings. 

Yet, in spite of al1 the problems faced, there were specific advantages for condos - the 
ability to sell or rent a condo apartmen~ no need to pay a rental fee, owners had the 

17 We Include e fetv examples to illustrate this point The allocation of the condo fee based on t he size of Ule 
unit did not recognize that in many cases il is extremely low-income elderly who now occupy these units, 
and their abjllty to pay has Rttle to do with the amount of space they now occupy. The requirement that the 
common area be acctirately determined did not reoognize that building records are often Inadequate or un­
available, and complying With this provision required the costly re-measuring of entire buildings. Disputes 
continue to date. The provision requiring the creation of an executive oommittee allows for the creation of .a 
single person committee (with pay), creating an opportunity for one individual to control the future of the en­
tire association and Its property. Finally, the uniform accounting procedures did not recognize that for many 
small condo bulldings, the cost of a professional accountant was neither warranted nor possible. 
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freedom to make decisions about the maintenance and conservation of the building, and 
the ability to act jointly with other condo owners,18 

Following legal changes, rMovetion work across the country picked up in the middle of tha 1990's, Visible 
contrast />Btween ' tha old~ and "the new" provided incentives to angege financial end human resources.. 
Pictured: typlca/ sights from Sopot, F6brusfY 1999. 

CDP- Poland's Programmatic Goals 

Against this background, CDP-Poland was designed to assist in addressing the complex 
problems related to the transition and transformation of the existing housing stock, espe­
cially developing capacity and expanding access to financing for home improvement and 
capital renovation projects. 

A strategic choice had to be made whether to focus CDP-Poland on the mechanisms of 
delivery of new units, or rather, to address problems concerning to the existing housing 
stock. Several arguments favored the second area of focus: 

• CHF had already been addressing housing delivery issues through a number of 
on-going programs. CDP offered an opportunity to expand our focus. 

• In mid-1990, the existing condo-owned housing stock in Poland amounted to 
over 1. 3 million units, 19 most of which was poor quality due to deferred mainte­
nance. At the same time, people wanted to improve the physical condition of their 
housing in order to improve their "quality of life." 

• Legislative actions had already been undertaken resulting In the formation of 
condominiums. However, it was not combined with preparatory actions that 
would ensure the needed social support. As a result, widespread lack of under­
standing1 confusion, high anxiety, and discontent was widely voiced by residents 
who perceived the restructuring process as an inadequately prepared shifting of 
responsibility. Quick action was needed to address these concerns. 

18 Wanda Urban ska, A Guidebook for Condominium Associations in Poland, Conference Materials, (Confer­
ence on Privatized Housing, Warsaw, Poland, 1996), pp. 2-3. 

19 Based on statistics from the state Office for Housing and Urban Development for 1997: 
a) Units owned by the state and transferred to local government control: est 2,000,000, including: 
b) Units retained permanently by municipalities: 751,600 
c) Units organized as condominiums (In 76, 733 buildings): 1,304,800 
Wrthin the latter category (condominiums): 
Condo units owned by private individuals: 426, 700 
Condo units owned by muntcipalities: 878, 100 
Units owned by former state enterprises (In 18,920 buildings): 91 ,200 
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• Given the level of deferred maintenance, the cost of needed renovations in most 
cases went far beyond the resources of all but the most affluent This contrasted 
sharply with the characteristics of the average condo resident-tow-income, often 
elderly occupants. Innovative solutions were badly needed to ensure creation of 
conditions leading to bank loans for buildlng renovations and the stimulation of a 
range of private sector services, including property management. 

• Similar conditions characterized the existing housing stock in other countries in 
the region, providing fertile ground for replica1ing lessons learned and sharing 
experiences. 

All these considerations favored CHPs strategic choice to focus on issues relating to the 
existing housing stock. 

Underlying lmplementefion Considerations 

Another area of strategic importance was the availability and the effective use of human 
and financial resources at CH F's disposal. CHF International was already addressing 
various problems related to the Polish housing delivery mechanisms and the production 
of new units through localty establlshed NGOs. Working through CDP with condo asso­
ciations, we had an opportunity to expand our outreach, to build links between the pro­
grams, and to maximize our impact by widening the scope of reach of the technical as­
sistance NGOs (AWIMs) which we helped create and train. This tied in with the need to 
build exit and sustalnabmty mechanisms into the program in view of the anticipated with­
drawal of USAIO from Poland in early 2000. 

A final strategic consideration concerned the application of cooperative structures, 
methods and mechanisms, while at the same time using the knowledge and experience 
developed In the United States in this area. As one of the strategic CDP objectives, 
cross-country sharing of knO'Nledge and experience was an important tool in promoting 
the cooperative methodology and a vehicle of restoring confidence in the efficiency of 
these mechanisms in dealing with housing issues. Since the Polish legislation introduc­
ing condo associations entered into force in 1995, no preparation or transition tlme was 
allowed ror these new concepts and structures to gain popular acceptance. On the other 
hand, U.S. experience with housing cooperatives and condominium associations was 
considerable, as was the opportunity to build linkages and learn from il The U.S. ap­
proach could also prove useful in establishing more effective links between the private 
and public sectors, including associations, local governments and financial institutions, in 
order lo make credit for renovations more accessible to potential borrowers. 

a. Intended Beneficiaries 

Table 1. CDP.Poland Beneficiaries 

Direct Intended Benefits Expected Actual Number of 
Beneficiaries Number of Beneficiaries 

Beneficiaries 

Target condo • Improved llvlng conditions Units improved: Units improved: 
associations 

• Increased understanding of the 
50 128 

and residents 
structure of e condo association x 4 people/unit: x 4 people/unit: 

• Enhanced skills needed to 
200 512 

participate actively in the 
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management 

• Improved awareness of housing 
issues. expanded capacity to 
address problems facing condo 
associations 

Financial • Exposure to working with private 3 financial BBG (Big Bank 
institutions and public sectors ln partnership institutions Gdanskl): lending 
assisted with 

• Exposure lo working with condo 
overview 

lending for 
home associations as borrowers and Bank Komunalny, 

improvements gaining awareness of issues So pat: 
confronting these groups; partlclpatlng In 

• Revision of lending criteria to allow 
trainfng and 
lend Ing 

for specificity of assoclatlons as 
borrowers Bank Gospodarki 

(BGZ) Warsaw: 
entered into 
brokering 
agreement with 
CIM 

Local • Experience with public-private 3 municipalities 5 municipalities; 
governments partnerships 

Gdynla, Sopot, partlcipatlng 
In program • Practical exposure to wooong with Kutno, ZychHn, 

private owners and private condo Warsaw 
assoclaUons 

• Exposure to working with private 
finance institutions 

Local CDP- • Galned practical knowledge of 1 national NGO CIM/BGZ 
Poland building partnerships with local (CIM) brokering 
partners: CIM governments, financial Institutions. 32AWIMs agreement; 
and AWIMs condo associations 32 AWIMs trained, 

• Expanded services to meet condo serving condos 
mar1cet 

Condo • Increased awareness and 2,000 reached 100+ trained 
residents and knowledge or housing privatization through through formal 
general public mechanisms and condominium workshops, sessions: 1 00+ 

issues studies. through 
publicat.lons consulting; 

1 ,500 condos 
reached through 
Database 

Estimated 500 
reached through 
publlcatlons 

2. Project Objectives and Strategy 

To achieve the goal of assisting local partners in addressing the transition and transfor­
mation of the existing housing stock.. with particular attention to expanding access to fi. 
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nancing of home Improvement and capital renovations, CHF International developed a 
set of practical objectives, in close collaboration with our local Implementation partners, 
including CIM and the AWIMs. In 1he course of a series of discussion meetings, these 
objectives were shared with representatives of local governments and financial institu­
tions to ensure their input and buy-in to the proposed methodology. 

a. Objectives 

Objective# 1: Facilitating Physical Improvements (Pilot Projects) 

Following a "learning by doing" methodology, CDP-Poland decided to work with a se­
lected group of pilot condominiums in order to assist them in taking control over mana­
gerial and financial issues, and to facilitate physical improvement of the units. Through a 
small number of such projects, CDP-Poland was to provide positive examples, and lo 
validate public-private partnerships and innovative lending mechanisms. Model pilot pro­
jects, expected to produce 50 improved units, were treated as a "learning laboratory," 
providing easily understandable samples of procedures used to achieve successful re­
sults. 

Objective# 2: Building Local Capacity through Education 

A significant input in training and capacity building was needed. Condominiums were 
new legal creations and started to function only two and a half years prior to the start of 
CDP-Poland. The concepts, structure, and procedures were completely new to those 
involved, and new decision-making mechanisms were beginning to take shape. The lo­
cal organizational and managerial capacity had to be significanUy expanded before diffi­
cult financial issues could be addressed. CDP training, networking, and sharing of 
knowledge was expected to involve all partner organizations in order to assist 

• CIM to become a national resource center for AWIMs, provrding them with tech­
nical assistance in condominium management and maintenance; 

• Participating AWIMs to develop technical services to be offered to local condo 
associations on a fee basis; 

• Pilot condo partners to develop institutional capacity and skills to ensure quality 
management; and, 

• Local governments and financial institutions to form partnerships and address the 
specific challenges faced by condo associations. 

Objective# 3: Manual Development 

To facilltate the learning process, CHPs objective was 10 develop training programs and 
materials to facilitate implementation and ensure continuity of teaming. Thus, training 
modules were to be developed and offered through seminars, workshops, and other 
training events. Publication and dissemination of information would take place in part­
nership with local networks such as CIM and the AWIMs, and the Society of Condomin­
ium Associations {SWM). Collaboration with the latter organization was particularly im­
portant, pursuant to the principle of cooperating with sister--0rganizations in order to 
widen the impact and reach of the program. 

Objective# 4: Leverage Non-USA ID Capital 

Conforming to our global CDP strategy, CDP-Poland would target $50,000 in non­
USAID capital for the development of the pilot projects. Successful examples of public-
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private partnerships were to reinforce methodologies taught and approaches promoted 
through training. 

Objective # 5: Dissemination of Knowledge and Experience 

Knowledge and experience in condominium management, including experience gained 
through implementation of pilot projects, was to be shared and disseminated by CDP­
Poland using Polish and international experts. In particular, the experience of U.S. volun­
teers was deemed essential so that practical lessons learned and examples of solutions 
applied In the course of many years of dealing with these issues In a market-based 
economy could be shared. 

b. Implementation Strategy 

CHF International used a three-pronged implementation strategy. 

1. Work with selected pilot projects to provide an opportunity for "learning by doing." 
Organizing demonstration projects to validate the theories presented and taught 
would speed up the practical learning process. Pilot projects were selected in dif­
ferent regions In Poland to allow for different local conditions. Where possible, 
these projects were to be located in places 'v\'here AWIMs were currently operat­
ing to build on existing programmatic linkages, and to build local institutional ca­
pacity to continue after CDP ended. Based on these criteria, pilot projects were 
located in: 

• Sopot/Gdynia (the focus of this study), in collaboration with an active and 
rather successful AWIM-Gdynia; 

• Warsaw, in collaboration with CIM, AWIM-Warsaw, and the Society of 
Condominium Associations (SWM); and, 

• Kutno-Zychlin. in collaboration with the Social Housing Socrety/AWIM­
Kutno. 

2. ConC9ntrate the attention of new property and/or condo managers on the critical 
issues relating to renoVf!ting the housing stock including: 

• Planning for day-to-day and capital renovations; 

• Financing issues in the complex economic environment: 

• Involving financial institutions, municipal authorities, and residents In fmding solu­
tions that work: and, 

• Strengthening participatory mechanisms in the decision-makjng process to en­
sure buy-in and support, once difficult decisions needed to be implemented. 
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Gdynla pilot profecl focus8d on improving energy effichmcy. CDP end AWIM advisors helped in p/Bn­
nfng the replacement of old, inefficient pipes until now routinely fiKed by duck tape (L. condition in Aprif 
19~) wflh s newly instsffed hesUng boiler (R, November 1999). 

3. Use lhe available and accumulated knowledge of U.S. experts. As professionals 
and practitioners who had faced the same issues, their comments and experience 
were potentially more easily understood and adapted by the local participants. Also, 
bringing practical experience rather than just theories, their contributions seemed 
more applicable in developing market conditions. 

Within the context of these strategic goals, CDP-Poland planned to focus on closer col­
laboration with local financial institutions and municipal authorities to promote public­
private partnerships and lending schemes which would allow condo residents to expand 
available financial resources in a new manner. Following an early assessment, the situa­
tion existing in all three pilot locations seemed favorable. In particular, CDP-Poland 
planned to concentrate on expanding relations two potential partner banks, Warsaw­
based BGZ and Gdynia-based BBG, both offering condo loans and Interested in deep­
ening and strengthening their collaboration with nascent local NGOs.2n 

c. Conditions Expected at the End of the Project 

At the end of the project, CDP-Poland expected to 

• Demonstrate the viability of its methods through the practical improvement of at 
least 50 units. 

• Establish/strengthen/jnstill the practice of setting up Renovation Funds for capital 
improvements for condos. 

• Increase the knowledge and understanding of condo issues. 

• Expose at least three communities to lending programs. 

• Leverage at least U.S. $50,000 in non-USAID funds. 

• Leave CIM and AWIMs with capacity to offer for-tee services for condos. 

10 Collaboration with BBG was furtt.er strengthened through the study tour organized by CHF International in 
November 1997, Historic Pres6fV80on and Economfc Development.· The tour Included participants from 
Sopot city authorities and posi1ively Influenced their understanding of the need for public-private partner­
ships in housing, and the correlation between successful munfcipal policies and private housing develop­
ment and management. 
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• Share lessons learned wtth other condos. using SWM in particular. 

B. Project Implementation 

1. Project Management and Organization 

a. Staffing 

CDP-Poland employed one expatriate as the director for CDP-Poland, and two local 
specialists to serve as CDP coordinators. Table 2 shows our local collaborating organi­
zations, and their role according to each objective. 

Table 2. COP..Poland ObJecthres and Role of Local Partners 
Objective Local Partners and Activity Purpose 
1. Facilitating phy~cal • AWIM·Warsaw, AWIM-Gdynla, TBS/AWIM·Kutno: assist In 
improvements (pilot Implementing projects, provide nnks with condos, learn by doing 
projects) pilots 

• Two condos In Warsaw. one coodo In Kut:no, one condo In Gdynia: 
team while designing and Implementing renovation/improvement 
projects 

• Local banks and/or local governments partners: gain experience, 
and expand knowledge of condo Issues 

2. Building local • CIM: develop its capacity and build relations with banks 
capacity through • Staff of 32 AWlMs: become familiar with condo issues. develop 
education and offer condo services for fee 

• SWM: develop capaclly to provide and adapl training to practical 
Issues experienced by condo associations. 

3. Manual development • CDP-Poland staff: design manual, conduct training, and gather 
feedback 

• SWM: provide feedback. and participate In training, use manual to 
conlinue training and advisory services 

4. Leverage non- • CIM: develop capacity and build relations with banks 
USAID capital • BBG: review undelWT1tlng practices, and increase lending portfolfo 

• BGZNJarsaw: develop capacity to work with hou5'ng NGOs such 
as CIM, to lend to condo associations 

5. Dissemination of • All participants: gain from experience or other individuals and 
knowledge and organizations 
experience 

b. Organ;zation/Activities Pfan 

Given the relatively short implementation period (February 1998 to November 1999), 
work on all objectives progressed simultaneously. A memorandum of understanding was 
developed and signed with our locaJ partners CIM and SWM. The pilot projects were se­
lected in collaboration with the AWIMs. Each pilot represented a slightly dffferent set of 
challenges in order to augment the learning process and widen the scope of gained ex­
perience. Training activi1ies were planned throughout the period to build on the momen­
tum and Interest The scopes of work for volunteer assignments were developed and 
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candidates identified. (For additional information, see Attachment 4: CDP-Poland Activi­
ties and Results). 

l.: AWIM Director 9- Kowsfsl<s and W Kelinowski of W81Saw-bas6d Soci&ty of Condominium Associstions 
(SWM) took sctive part in training ectiviti&s. R: J. Conlon, one of CHF's volunteers, offered U.S. perspective 
and precUcsl sdvice. November 1999. 

2. Project Reporting/Monitoring 

a. Baseline Data and Performance Monitoring 

At the commencement of CDP-Poland activities, there was no specific body of knowl­
edge or documentation which would reflect base-line conditions in the condominium sec~ 
tor or in project-partner institutions. CHF International helped the pilot condos to: 

• Take stock of existing conditions and their documentation (or recovering of 
proper documentation from municipal officials); 

• Assess the needs, in particular with regard to renovation: 

• Determine priorities in order to make informed decisions; and. 

• Conduct specialized assessments (in particular, preparing and performing energy 
audits which were required before application for subsidized thermo-energy 
loans). 

On the implementation level, these early assessments helped CHF International to 
formulate our numeric targets (see Table 1, Intended Beneficiaries). 

b. Levels of Output 

(See Attachment 4: CDP-Poland Activities and Results by Project Objective) 

c. Implementation Problems/Issues 

Several practical problems wer~ experienced throughout the implementation of CDP in 
Poland. Table 3 summarizes the issues and the actions taken to resolve them. 

Table 3. COP-Poland Implementation Problems 

Problems Experienced Actions Taken Toward Resolution 

Partner condos expected that Overcame unrealistic expectation through training and educa-
money would be provided to lion Qncludlng sharing CHPs metnodology and knowledge of 
finance their condos' renovation condo issues regarding financing of renovation projects). 
projects. 

Pent-up frustration and feeling Helped condo owners understand new condo concepts and 
of discontent on the part of 
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condo owners {of1en expressed structures, and resulting beneftls. 
amdety and even host!Uty lo-

Helped owners reallze their responsibility for housing stock ward authorities, managers, 
and the need to take action themselves without much outside advisors) . 
help. 

Through practical examples, showed owners that manage-
ment changes will result in economic benefits through cost 
savings end improved housing conditions. 

Local banks did not recognize Through practical examples, demonstrated that condos can be 
the opportunities end showed good borrowers. Convinced banks through pilot projects that 
lack of Interest in condos as condos are a market niche that can be profitable. 
potential borrowers. 

Provided a forum for practical informational exchanges be-
tween condos and banks lo increase banks' awareness of 
condo needs. 

Let banks and participating municipal authorities experience 
work through their partnership. 

Lack of "legal entity• status av- Determined practical consequences and what (if any) differ-
cording to the Polish Law of ence It makes. 
1994 (a condo association Is 

Assisted In organizlng awareness/legal advocacy campaign to not a legal entity). 
change status. 

Local governments reluctant to Explored different conditions and attitudes In different parts of 
engage In housing partnerships; the country (i.e., differences caused by location, condition or 
lack of funds in municipal budg- local economy, and average affluence teveJ ofthe populallon). 
ets for caplt.aJ renovation pro-

Helped create and/or promot& replicable solullons to assist jects. 
condos in financing renovations. 

Mild Interest. expressed by par- Helped explore local conditions In the particular city or part or 
tidpating AWIM's in condo ser- the country In order to determine business opportunities. 
vices as new business area 

Provided training and shared expeliences throughout the 
country. 

Learned from successful examples of lending programs lnvolv-
Ing local municipal authorities. 

C. Impact of the Project 

1. Impact on the Target Population 

A table reflecting CDP-Poland program activities and results by objecUve is included as 
Attachment 4. Below are the highlights of the identified areas of Impact relating to CH F's 
work in Sopot. Wherever apptrcable, we make references to other CDP locations. 

Impact on Local Governance and Democratizatiort1 

• Mobilized a large number of people (i.e .. condo residents) lo take matters into 
their own hands and actively participate in the process of transfening property 
and its management from public to prlvate hands. 

21 The findings relatlng to governance are confirmed by CHF lntemational's March 2003 survey of six War· 
saw condomlnJum associations. See B. Czechorska-Jones, EmMgfng. 
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• Strengthened and popularized voting mechanisms and the understanding of rep­
resentative mechanisms among condo association members. 

• Through 1raining, significantly expanded knowledge about the role of annual 
member meetings and condo issues, and increased attendance at meetings and 
adherence to decision-making procedures. 

• Strengthened accountability mechanisms such as regular preparation of budgets, 
following the law on types and frequency of voting, and strengthened knowledge 
of representatives on boards. 

• Improved good governance principles: residents now want transparency in the 
decision-making process, accountability of their representatives and managers, 
and the rule of law (for example, recourse to law in the case of conflicts or dis­
putes). 

Economic Impact 

• Management: Enabled condo associations to become "self-governingu in finan­
cial management by becoming managers of their own property, borrowers from 
new lending sources, and more efficient in dealing with local government authori­
ties and financial institutions in matters relating to their property. 

• Income and Expenditure: Better management resulted in lower costs and conse· 
quently, in savings for the condo owners (See Table 11, Part Ill, Section 3, and 
Attachment 6.2 Comparative Condo Budgets for 2002). 

• Employment: Residents now make decisions regarding the hiring of contractors 
and suppliers of goods and services, and they seek better quality performance 
and lower costs. 

• Ownership and Asse1s: The renovations increased property values compared to 
other properties ln Sopot that have not bean restored (CH F's estimate: net gain 
per square meter between 1999 to 2003 due to renovation: 23.5 percent, and 4.5 
percent for each or the studied condos, respectively; see Table 13, Part 11, Sec­
tion 3). 

• Credit: For the first time, the condo associations became borrowers. Once they 
paid off the first renovation loan, many applied for a subsequent loan (15 "repeat" 
borrowers among condos lending from the studied bank). 

• Banking Sector: The primary partner bank (BBGJMlllennium) expanded and 
strengthened its lending program, becoming one of the most successful banks in 
the country. 

• A new group of businesses, the AWi Ms, expanded their area of business into 
professional condo management or advisory services.22 

72 Per CHF lnternetionel's survey of March 2003, several AWIMs are currently serving local condo markets, 
including AWIM-Gdynfa, which was actively involved in COP activities. 
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Since 1995, new cadres of condo professlonafs prov;de advisory services lo condo sssocialions across Po.­
land. Msny of I hem boast of earf/ar aff//iation with CDP-Poland. Pictured on L' Ms. Ciesfalal<a and Mr. W 
Witakowskl: CDP-Polsnd advisor. Wa~sw. Msy 2003; R: AW/M-Gdynis Director B. Kowalske with local 
Condo President end Boen:J Mambsr, February 1999. 

Demographic and Gender Impact 

• Older residents and women became much more involved than before in decision­
making and governance aspects of condo activities, as well as in practical man­
agement.23 

Social and Cultural Impact 

• The feeling of responsibility for common property was strengthened. In addition, 
higher levels of care for the property, and "help your neighbor" attitudes were ob­
served. 

• Lending as a mechanism leading to improved quality of life and increased prop­
erty value has been popularized; available funds are used more efficiently. The 
perception of a loan as being "too difficul~" or ''too burdensome,'1 was counter­
balanced by positive examples. 

2. Potential for Institutionalization 

CDP-Poland recognized the value of a successful condo renovation loan program and 
Its potential for replication across Poland and Central and Eastern Europe (CEE).24 This 
was why BBG and the Sopot-based condos were selected as targets to work with and 
Involve in the potential lending program. 

In 1999, BBG was already working in partnership with the city of Sopot. Together they 
created a successful program for condominium improvement loans in Poland. Given the 
perceived potential for replication, CDP-Poland decided to provide support, evaluate the 
program in order to better understand it, and disseminate information on this successful 
example of public-private partnership. A U.S. volunteer, through CHF's Visiting Interna­
tional Professional program (VIP), conducted the assessment The volunteer was, at the 
time1 Deputy President of the Lending Division of the National Cooperative Bank based 
in Washington, DC.25 

23 These findings are confirmed by our March 2003 survey and report on Warsaw-based condos. 
~ The housing stock In all of the CEE countries is dilapidated and the need for Improvements is substantial. 
A well-<>rganlzed and well-functioning lending program could serve as an example across the region. 

25 The volunteer assignment was fourfold; (1) to work with BBG and Sopo1 to review the program structure 
and the portfolio of current condominium loans and compile these findings into a summary document, (2) to 
offer BBG specific recommendations for program improvements; (3) to prepare and present findings and 
recommendations at a workshop in Warsaw; and (4) to offerCIM advice and recommendations in beoommg 
self-sustaining since funding ftom USAID was coming to an end. 
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L In February 1999, CDP Volunteer J. Glantz, NCB, presented results of his assessment snd his recom­
mendation to BBG book officers. R: CHF volunteer, M. Rupp, worked with city officers sd\/ising on msnags­
ment of communsf and privately owned housing stock. Zychlln, November f 998 

The VIP's final report in 1999 identified the following reasons for the success of the 
program in Sopot 

1. The Sopot local government was working toward privatizjng the housing stock, 
and property management companies simultaneously with the passage of the 
Ownership Law of 1994. 

2. The Sopot local government, BBG-Sopot branch, the residents of the 
condominium associations, and the property managers worked together to 
privatize and repair housing stock. 

3. The City Council and Executive Board provided the political support necessary 
to provide interest subsidies for the condominium association loans. 

4. The local government had a consistent development strategy and housing 
policy. 

5. The development of a positive relationship between the Sopot local government 
and BBG. 

6. The residents changed their way of thinking and took charge of improving their 
living conditions. 

7. Property managers educated the residents, and communicated the benefits of 
the program and of repairing the common areas. The property managers 
facilitated the application process with the Sopot local government. 
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111. THE PARTICIPATING CONDOMINIUM ASSOCIATIONS 

This section examines the selected condominium associations vis-a-vis governance, 
business operations, viability, and the Impact on their members. 

Two condominium associations in Sopot were selected for the case study and surveyed 
In May 2003.26 Sopot is part of a metropolitan area composed of three cities - Gdansk­
Sopot-Gdynia - located on the Baltic Sea coast. It is a well-known, popular tourist cen-
1er, whose estimated popula~ion in 2003 was 41,300.27 As of December 31, 2002, 672 
condo associations were registered in the city. 

Two Sopot. condo associations were selected for this csse study. p;t;tured on L: Condo # f . Sopot. Cflopina 
Street, R: Condo # 2, Sopol, CzyzfNolsklego Street, May 2003. 

Both associations registered as condos in 1995. They are rather typical of condos In So­
pot, although not necessarily for the rest of the country. Both buildings were constructed 
in the early twentieth century, and are rather small in siz.e.28 

Table 4. Comparative Data on Case Study Condominiums-

General lnfonnation Condo#1 Condo# 2 

Number of units 13 (all residential) 9 (all residential) 

Usable area of building 663.62 square meters 816.54 square meters 

Number and share of pri- 7; 51% private owners' share 9; 100% 
vately owned units 

Demographic information Average age of owner: 40 Average age of owner: 50 
about residents 

Average number or residents Average number of residents 
per unit: 2 per unit: 3 

Estimated monthly f ncome: Estimated monthly income: 
2,250 PLZ 2,500 Pl.Z 

Education: 30% Higher educa- Education: Most resident have 
lion, 40% high school educa- higher education 

20 Respecting the confidentiallty or condo members, in this material we will be referring to them as "Condo# 
~ • and "Condo# 2. When appropriate, commenls refer to both. 
21 There seems to be a slight decrease in population from 42,300 in 1999 (official statistics). Together with 
the population of Gdansk and Gdynia, the metropolitan area had a population of 254,687 as of June 30, 
2000. 
2jl ~small" Is less than 10 units per :>undlng. In many cities across Poland, post-World War II construction of 
high-rise neighborhoods is predominant. With buildings containing anywhere from 100 to 1,000 units per 
building. 
211 This section of case study summarizes ttie results of Cooperative Development Framework designed by 
OCDC and attached to this report as At1achment #1 (for Condo #1) and 2 (for Condo #2). 
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llon, 30% elementary education 

Year of construction 1920 1910 

Year of registration as condo 1995 1995 

Management city-owned management com- Self-managed 
pany Management board composed 
Management board composed of 3 owners, 3-year le-nure 
of 2 owners elected for a 1-year 
tenure 

Number of loans taken 1 2 

Bo1h condos participated in CDP-Poland activities conducted in the course of 
1998/1999, including training workshops and oonsultalions educating condo members 
with regard to: 

• specific condo structure (based on the Law of 1994) 

• condo members' rights and duties 

• condo management options 

• planning and financing renovatlon 

In all activities, CDP-Poland was assisted by AWIM-Gdynia, which facilitated contacts 
with local condo owners, and provided logistical and other support. Through this work, 
AWIM-Gdynia was gaining practical exposure to condo issues, while learning to provide 
managerial services, and expanding its areas of business.30 

As a result of the training and CDP's advisory services, r&sidents of the two studied con­
dos received renovation loans through two local banks: BBG and Bank Komunalny {BK). 
CDP-Poland was working with BBG to review its underwriting criteria and procedures to 
best meet condomlnium needs and to increase its loan portfolio.31 Section V. Financial 
Analysis and Attachment 5: BEG/Millennium summarize the results of this work, and 
compare 1999-2003 data. 

A. Cooperative Organization and Governance 

This section of the case study summarizes the results of a detailed survey conducted in 
May 2003 with the two participating condo associations. Specific categories reported on 
follow the agreed upon OCDC Cooperative Development Framework. (See Attachments 
2 and 3 for the full survey t0)(t) 

1. Missfon Statement 

The mission of both condos is clear: to maintain the property, and improve Its condition 
and increase its value through cost-effective management. Both condos are clearly fulfill-

!IO It is worth noting that AWIM-Gdynia continues to provide suclt services to date, serving local oondos on a 
fee-for-service basis. 
3

{ J . E. Glantz, VoJunfB&r Assignment Report Condominium Dsvafopmanf Projed:. Assessment of Condo 
Loen Program, May 1999. 
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mg their primary mission: common property Is better managed, owners are satisfied and 
better off than before. property valuas are increasing, and the whole community enjoys 
the improved quality of the buildings. 

The mission is clearty understood by board representatives and residents alike, and 
clearly reflects the members' interests and needs. It also reflects their vision of living in a 
renovated and well-maintained property. In the view of owners sutveyed, this vision is 
realized mainly through a series of activities leading to the renovation of the building, as 
well as optimizing the cost and quality of management services. 

Articulation of the condo's mfsslon is sometimes done through a document called the 
Condo Statute or a Condo Declaration. Even though the Law of 1994 does not require 
that Polish condos pass such a deelaration, many do. The studied Sopot condos did not 
formally pass such acts, citing their relatively small size as the reason. The situation was 
similar with respect to by-laws: neither of the condos had a set of by-laws, but both were 
using general provisions of the Law of 1994 to define the respective rights and duties of 
condo representatives and owners. Both condos did have internal regulations providing 
daily rules of conduct 

2. Leadership and Decision Making 

The Law of 1994 defines condo rules pertaining to representation and decision-making 
processes, terms of office, and duties of the board and individual members/tenants. 
These rules appl~ directly to condos without a separate Condo Statute, such as the two 
studied in Sopot. 2 

Tabte 6. Comparative Data on Leadership 
Condo# 1 Condo# 2 

Management Two membefs from among owners Three members from among owners 
board structure 
Cooperative by- Rules determined by Law of 1994; no Rules de1ermined by Law of 1994; 
laws fonnal document no fonnal document 
Frequency of • Annually, all members (required • Annually, all members (required 
meetings by law} bylaW) 

• As needed • As needed 
Tenn of office One year Three years 
Problems with Not experienced; owners representing Not experienced; all owners partioi-
attendance at more than half the shares in common pate (however, many owners are 
annual meetings property present elder1y/relired which may account for 

higher degree of participation in 
meetings) 

Election of om- • Every condo member has a right to • Every condo member has a right 
ceis be elected; candidates for officers to be elected 

recruited irom among all members • Election rules defined by law of 
• The same officer has been re- 1994 

elected from year to year • No problems exoerienced 
Significant llablli- No assets are owned by a condo a~ No assets are owned by a condo 
lies or disposl- soclatlon; owners of units aJso own a association; owners of units also 
lion of assets share in fhe common area as defined own a share In common area as de-

bv law fined by law 
Dissolution or Not applicabf e Not aoolicable 

'll2 If a specific condo decides to change the rules defined In the Law of 1994, It may do so, out to be vahd, 
the change end the vote need to be notarized by a Notary Public. 
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meraer 
Appointment of Law of 1994 does not require financial Law of 1 Q94 does not req\Jire fl nan-
auditors audit (see comments to "business cial audit (see comments to "busi-

acttvlty"); none appointed by this ness actlvlty'); none appoin1ed by 
condo this condo 

Both condos have management boards composed of condo owners. In view of the sur­
vey results, all rights and duties of board members are well known to them. The board 
enjoys a significant level of trust on the part of condo members. 

l. 

Older rssfdents often get ttdively invotved in condo metters, taking on manageriel responsibiHties, planning 
renoval.ion projects, end providing daily monitoring and care. Pictured on L President end Board member of 
Wsrsaw condo on Grochowske Sl~et. R President of the Bo8rd of one of the Sopot condo$ Interviewed for 
this case study. May 2003. 

Table 6. Comparison of Role of Condo Association Board 
Function Condo# 1 Condo II 2 
Conformity to Yes; Law of 1994 embodies these Yes; Law of 1994 embodies these 
co-op principles principles. principles. 
Election of board All erected All elected 
members 
Board decisions • Sets, reviews, modifies organize- • Sets, reviews, modifies organize-

tional policies. tlonal policies. 
• EstabUshes strategicffinancial • Establishes strategiC/tinancial 

objectives. objectives. 
• Represents member interests. • Represents member interests . 
• Reflects 1he interest and concerns • Reflects the interest and con-

of members in decision-making cems of members in decision-
process. making process. 

• Hiring, monitoring, end evaluating • Hiring, monitoring, and evaluat-
management. Ing manai)ement. 

Oversight of ao- Yes Yes 
quisition and 
preservation of 
condo assets 
Preservation of Yes {in broader sense of a member- Yes (in broader sense of a member-
cooperative ship based and run organization). ship based and run organization). 
character 
Assessment of Yes, through cont inuous monitoring of Yes, through continuous monitoting 
performance the level of satisfaction of members. of the level of satisfaction of mem-

bers. 
Voluntary or Two voluntary members. Three voluntary members. 

28 



paid service 
Publication! dis- Property manager does this under Yes. 
l.ribulion of I~ board supervision. 
fonnation, mate-
rials 
Open participa- Yes; every condo member is welcome Yes; every condo member is wel-
ti on to participate. In this condo, more par- come to participate. Condo as a 

licipallon observed than required by whole decides on the level of 
law. monthlv condo assessments. 

Engagement in NIA (since condo Is not a legal entity NIA (since condo is not a legal entity 
conflicting actlvl- and cannot conduct mbusiness" In and cannot conduct "business" in 
ties strict sense of the word). strict sense of the word). 

The Law of 1994 sets rules concerning voting and decision making. There are two basic 
ways in which decisions are made: 

• at a meeting of owners (no quorum requirement is set by law as the vote is re­
lated to the share an individual owner holds in common property); and, 

• by individual vote (when a member of the management board goes from one unit 
owner to the next, explaining the rationale of the decision and asking for the 
owner's vote and documenting it; once all owners are consulted, the results are 
tallied}.33 

Both methods are used. Based on the survey, the biggest problem is not the level of par­
ticipation in the decision making, but finding new candidates for office, since owners are 
often unwilling to devote their time and efforts to the association. In the case of the two 
Sopot condos, the majority of owners are older retired people, which may explain why 
they have no attendance problems. On the other hand, they recognize the recruitment 
problem and what it means for the condo for the future. So far, however, no specific ef­
forts seem lo have been made to address this issue. 

Tra;ning sess;ons, workshops snd conferences popularized new conoepts and helped educate s group of 
condo managers snd professional sdVisors. Condo board members were usually eager to participate and 
learn. Pictured on L; Training for partner AW/Ms conducted in Bfafystok. 1999 by CDP Director Greg Polk; 
R: CDP Trafnlng In Gdynla, 1999. 

33 As other CHF International studies have shown, Polish condo members have developed practical skills to 
choose between each method depending on the results they wish to achieve. They often use the second 
one (I.e., •one person one vote• method) in cases they wish to out-vote the municipality holding the larger 
share of common area. 8 . Czachorsks..Jones, Emerging Governance within Polish Condominium Associa­
tions; CHF study conducted in Warsaw In March 2003. 
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Definition of the types of decisions a condo handles is also provided by tl1e Law of 1994, 
which accords condo associations a rather pecullar status--lt provides for a separate 
organizational and managerial structure, the condo association, but does not recognize it 
as a separate legal identity. Therefore, a condo association does not have "assets" of its 
own, and is limited in its activities to the "business" of managing the common property. 
The major area of responsibmty Is planning and implementing capital improvements. 

3. Membership and Member Psrtlcfpatlon 

The Law of 1994 also establishes rules pertaining to membership. All unit owners be­
come condo members automatically upon creation of the association (registration 
through the land registry is required). All owners, as represented by the management 
board, govern the association. 

Table 7. Comparative Role of Board Officers 
Office holder Condo# 1 Condo# 2 
Chairman (Presl- Same president elected from year lo • The current president is 
dent) year. First ~ected three years ago serving for the second time. 

when the cily ceased to be U'le condo's Performs all duties lnclud-
managing agent. Performs all duties ing: setting agendas: 
Including: • Providing Information: 

• Selting agendas; • Facilitating deliberations of 
• Providing information; board; and, 
• Facilltating deliberations of • Ensuring decisions are 

board; and, made and recorded. 
• Ensuring decisions are made 

and recorded. 
Treasurer None. Financial work is done by the None, but one of the members of 

management company and approved Ille board, emeritus accountant 
bv the president of the board. olavs the role of treasurer. 

Secretary No secretary due to small size of No secretary due to small size of 
condo. condo. 

B. Business Operations 

In contrast to production cooperatives, the "business" of a housing cooperative or con­
dominium association is focused on the upkeep and management of property, rather 
than on the production of goods or services. This section describes the management 
operations. 

1. Management (Policies,. Procedures and Personnel) 

In order to appreciate the degree of progress made by Polish condo associations in 
managing their affairs, two circumstances specific to the situation in Poland need to be 
highlighted. 

• All associations started from "zero." Before the Law of 1994 was enacted, mu­
nicipal management companies provided property management services, with no 
meaningful participation on the part of residents. Thus, managing and operating 
condo property was entirely out of the hands of residents who, at the best of 
times, only took care of the upkeep and renovations of their individual units. 
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• In most cases, the "before" and "after" picture of a specific condo association Is 
very difficult to ascetiain, because there is no information available for the period 
prior to 1995, when management was provided by municipal units. 

Yet, based on the relatively flexible rules established by the Law of 1994, there is a vari­
ety of managerial arrangements that may be observed. The studied Sopot condos pro­
vide for different picb.Jres in this regard, even though both are rather small (13 and 9 
units. respectively). Given their size, there is relatively little administration involved and 
condo f)'lembers fulfill many functions. 

Table 8. Comparison of Management Structure and DutiesM 
Condo# 1 Condo# 2 

Manager A third-party property management Until year 2000, condo was man-
firm was hired. The company used to aged by city-owned management 
be operated by the city, but went company. Once all units were pri-
through a reorganization and privatiza- vat;zed, owners decided l.o manage 
tlon process in 1995. The firm was se- 1hemselves. In order to save on 
tected based on competitive bids. It costs, board members perfonn the 
continues to provide services to con- role of a manager. 
dos and cl~managed properties. 

Engagement of Yes. A janitor is engaged. No employees are engaged; mem-
employees; bers perform all services In order to 
monitoring of job save on costs. 
perfonnance 
Drafts policies, As applicable. No format policies 2re Members perform aJI services in 
ensures conduct written (small size of condo given as order to save on costs. No written 
and perform- reason) . polrcles (smell size of condo given 
a nee as reason). 
Payment or em- A negotiated management fee is paid N/A 
ployees; per- by the condo for managerial services. 
fonTiance No employees are engaged besides a 
evaluations janitor. 
Relation to Yes. Manag13r attends all board meet- NIA 
board; account- ings, which usually take place In man-
ability aaer's office. 
lnlUallve and Rarely applicable given small sfze of NIA 
leadership for the condo. 
group-based 
activities 
Managing risk Rules are informal; manager advised Board members acting as ma nag-

the board in matters of general, prop- ers. 
ertv-related risks 

Overall satisfacr According to the condo president, In N/A 
tlon with man- most cases the manager's perform-
ager's perform- ance Is satisfactory. Sometimes legal 
a nee issues arise exceeding the scope of 

the manager's responsibilities and le-
gal advice is sought (pending availabil-
lty of funds to pay for legal fees). 

3
• The sequence of questions and responses summarized In this table reflects the detailed questionnaire, 

Cooperative Development Framework Checklls~ attachments 2 and 3. 
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2. Business Activities 

For purposes of this evaluation, we assume that the "business" of the condo associa­
tions consists of managing and operating the condo property, and if possible, increasing 
its value. In fact, since condo associations in Poland lack legal entity status, difficulties 
may arise if a condo wants to conduct "regular" business activities outside the manage­
ment arena. CHF International has learned from survey responses, that in cases where 
there was a perceived need to conduct "business," condo members were actually ad­
vised by local experts to formally register as an association, that enjoys the status of a 
legal entity. Such a situation may arise when there is a fence, swimming pool, parking 
lot, or road, which, even though not owned by the condo itself, is part of the common 
property in which all condo owners hold shares according to their usable space. The 
Law of 1994 does not provide applicable regulations-owners have to manage common 
property based on binding provisions of the civil code. Though this Is possible, civil code 
restrictions make it difficult. For example, in the case of a significant decisron, such as a 
renovation, the owners' vote would have to be unanimous, which in practical terms, is 
almost impossible to achieve. Establishing a member-based association, with the status 
of a legal entity, makes it possible for the association board to do the job, since mem­
bers vote based on majority Nie. 

Due to the legal reasons explained above, there must be a degree of flexibility when 
talking about the "business" aspects of a condo's operations and its "viability" as a busi­
ness. In many cases, it does not make sense to adhere strictly to the Cooperative De~ 
velopment Framework. Checklist developed by OCDC in order to assess a cooperative's 
"business adivity . ..35 For the purposes of this case study, however, we will consider a 
renovation loan as a "business activity ... Applying and qualifying for a loan requires a 
significant amount of work., and a significant level of sophistication is needed prior to tak­
ing the loan. Also, a lot must happen afterthe loan is taken so that it is repaid and the 
renovation project is successfully completed. 

CHF International, through CDP-Poland, contributed considerably to developing the 
condo associations' knowledge and expertise, without which this most important "busi­
ness activity» could not have happened. There is also an immediate link with member 
satisfaction and perception of the fulfilled organizational mission - the proper upkeep 
and long-term condition of the property is of utmost importance to members, and it de­
termines their level of satisfaction with the organization, the board, and the community in 
which they live. 

tJ. Planning tJnd Performance 

In a significant number of Polish condo associations, only a one-year operational budget 
is developed, Usually, the management company prepares the budget, which includes 
two parts: 

• an operating budget-receivables and common property expenses for regular 
upkeep and maintenance; and, 

• a capital budget (or Renovation Fund) - amounts received monthly from condo 
owners for future common area capital renovations. 

3$ With a fgw exceptions (for example, #105, #107). Sections 111-A-H of the OCDC Cooperative Development 
Framewor1c Chart are largely not applicable. 
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The budget for Condo # 1 was prepared by the property management firm, while the 
management board acting as managers, prepared the budget for Condo# 2. (See At­
tachment 6.2 Comparative Condo Budgets for a comparison of their 2002 budgets). 

Both condos have two bank accounts-typical for all condo associations. The first one ls 
used to collect "regular" monthly assessments from owners for the upkeep and man­
agement of common areas, and is used directly by the management board to pay day~ 
to-day maintenance and utilities expenses. The second account is for a capital/ renova· 
tion fund assessment. 

As far as long-term financial planning is concerned, the situation seems rather inade­
quate, and a certain contradiction is noticeable from the evaluation survey. On the one 
hand, studies of the balance sheets show careful identification of the beginning- and 
end-of-year balances, as we~ as the amounts collected each year through the Renova­
tion Fund. 36 At the same time, both studied condos lack precise long-term plans outlin­
ing the use of these funds for future capital renovation. The CHF International consultant 
conducting the surveys suggested a link between the lack of long-term planning and the 
age of the residents-"they do not particularly care what happens after they are gone." 
At the same time, increasing common property and unit value suggests that condo 
boards need to devote more attention to this issue in order to maximize the benefits for 
members. 

Condo mensgers seek assistance In planning end implsmentlng their renovation projects. Through the CDP 
project. CHF lnternstionB/ offered intemsf;onal volunteers including (L) Joseph Conlon (inspecftng the piping 
system. November 1999). (R) Benk M1"ennium offers assistance of Ifs loan officers, May 2003. 

Condo Renovation Planning Process 

A typical process includes the following: 

• Owners who approve a renovation vote on the condo resolution. 

• A contractor selection process is initiated and conducted (through a formal or in­
formal bidding process). 

• The selected contractor prepares a feasibility analysis of anticipated renovation 
work- scope of work, cost calculation, projected results, and technical documen­
tation of the investment and architectural project. 

315 In Poland, the fiscal year is the same as the calendar year (January 1-Deoember 31 ). 
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• A financing plan is developed. 

In order to finance the mnovation, a condo association typically faces two options: cash 
financing by owners through special assessments, or taking a renovation loan to be re· 
paid though regular monthly assessments with a possible subsidy through city or na· 
tional programs.37 If a loan is decided on, the condo association must take the following 
steps: 

• come up with a 10 percent down payment of the total renovation cost (TRC); 

• submit the scope of work and feasibility analysis to the municipality for examina­
tion and approval; 

• obtain the municipality's guarantee to cover repayment of interest once a loan is 
taken; 

• work out the details of the municipality's share of the expenses if it owns units in 
the buRding (as Is the case in Condo# 1 with 51 percent private ownership and 
49 percent municipal);38 and, 

• obtaln bank approval for co-financing the investment. The bank follows Tts own 
procedures to verify whether all the owners have enough income to pay off the 
loan payment. 

Obviously, the process consumes time and energy and requires the condo leadership to 
have a workable, agreed-upon approach, and sophistication in understanding the rules. 
The renovation loan process does not happen by itself; it takes learning, and technical 
assistance, and dedication on the part of all parties involved. Our data shows that from 
1996 through May 2003, Sopot condos continued to increase the number of loans they 
took, the scope of renovations, and the size of loans. Also, more loans go to larger build­
ings. This means that with time, condo associations are gaining confidence in lending 
procedures, as well as in their own ability to repay loans. As presented in greater detail 
in Attachment 5: BBG/Millennium Condo Loans Portfolio Analysis, out of 672 condomini· 
ums registered In Sopot, as of May 2003, 164 took one renovation loan, and 15 took two 
loans. 

Loan Application and Repayment Process 

Due to their lack of legal status, Pollsh banks do not lend to condo associations, but to 
individual owners using a verification process In order to determine the eligibility and re· 
liability of each borrower. This puts a considerable burden on the bank. It was identified 
as one of the barriers to condo lending and was specifically addressed through the CDP 
consultancy with BBG {now "BM") in March 1999. 

The bank transfers to repay the loan are made from funds accumulated in the condo's 
bank account Payments to contractors renovating the building are made upon presenta· 
tion of invoices, and upon verification and approval by the city of Sopot and the condo 
manager. The bank Is authorized as the only entity allowed to make transfers to the con­
tractor. 

~ In addition to the interest subsidy program offered by the city of Sopot, other cities offered programs, and 
there was a national thermo-modernization program almed at achieving energy savings and programs to 
avoid damages to life and health, etc. 
38 In Sopot, the city usually pays ds loan portion through dlrect transfers to the participating bank, without 
directing the money to the condo essocie11on's bank account 
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Condo# 1 was obliged to open a bank account in BBG to serve the repayment of their 
improvement loan. The Law of 1994 demands that a condo l'landle all of its financial 
transactions through a bank account, although it is not clear whether a condo has to 
have its own account, or whether it is enough to use a third-party management company 
account 

The role of the condo association in the repayment process is limited but important. As 
noted In the case of surveyed Condo# 1, two out of eight owners did not quaJify in view 
of the BBG rules, because their income was too low, and they had to take personal 
loans from another bank (They claimed they did not "like" 8BG, and that it acted ''unpro­
fessionally". The bank's side of the story was different). In the end, it was the other resi­
dents' support and assistance that allowed the loan to happen. 

b. Transparency/Accountsblllty 

Given the small size of the associations, relations between condo members and the 
board, as well as actions taken by the board, are quite transparent, as are the rules of 
accountability of board members for decisions taken. In larger condos, comprised of 
hundred(&) of members. things may be dlfferent.39 

3. Financial Analysis 

In order to assess the impact of the loans, CHF International looked at the financlal 
status of the studied condo associations before and after the renovation loan was 
taken."0 We looked at selected factors, remembering that a Polish condo association is 
not recognized by law as a legal entity, and any lending for condo renovation projects 
goes to the individual owners, rather than to the condo association. Therefore, the finan­
cial statements provided by the condos do not show the loan amount 

Table 9. Comparison of Loan Data 
Condo# 1 Condo#2 

Number of 
Loans 

1 (2001) 2 (1997, 2000) 

Loan# 1 

Loan type/scope Extensive {see below) Roof renovation 
Source Small Improvements Program 
Total Renova- 92,280 PLN 61 ,075 PLN 
tlon Cost (TRC) 
Down payment 22,280 PLN or 24.24% ofTRC 11,075 PLN or 18.13% of TRC 

(Condo received a 10,000 PLN dona-
Hon from the Historic Preservation Of-
flee allowing it to reduce the down pay-
ment) 

Loan capital 64,400 PLN 50,000 PLN 
Repayment term 2.5 years (29 payments) 3 vears (35 months) 
Commission 1% of loan amount= 500 PLN 
Interest The city of Sopot covered 100% of In- 12. 39%, cil v of Sopot covered 

39 CHF~Poland worked with a small number or pilots, and condos. The ~valuatlon survey did not allow for a 
more extensive comparison of cities and organiZations. "° Unfortunately, complete. detailed financial lnfomiation was not avaiable from both condos. All calculations 
and analyses are based on the financial data made available to the CHF International consultant 
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teresl In the first year. 90 % the second 1 OOOAi the fist year, 90% the second 
year, and 75 % fn the lest 6 months year, and 75% the third year 

Loan# 2 NIA 
Loan type/scope Whole property and Its surrounding 

area {so-called capital renovaUon) 
Source RevitaJizatJon Program 
Total Renova- 109,000 PLN 
tlon Cost (TRC) 
Down payment 9,000 PLN or 8.26% of TRC 
Loan capital 100,000 PLN 
Repayment term 5 years (59 payments) 
Commission 0.8% percent of loan capital = 800 

PLN 
Interest 11 .99%, city of Sopol paid 100% 

during Ule first 3 years, 90% In the 
fourth year. end 80% In the fifth 
vear 

Collateral No lnforma1Eon available In both cases. collaterafized with in 
blanco promissory note as well as a 
few mortaaoes on Individual units. 

The impact of tllese loans is assessed below with respect to the following factors: types 
of physical improvements achieved; impact on cost savings; delinquencies; and increase 
the individual unit's value. 

1. Phys/cal Improvements 

Table 10. Types of Physical Improvements 
Condo # 1 (One Loan) Condo # 2 (Two Loans) 

• Roof renovation • Roof renovation (Joan # 1) 
• Replacement of Interior pipes In chim- • Replacement of basement insulation 

nays • Updating exterior (plastering, painting) 
• Restoration of stained-glass windows • Replacement of electrical Installs-
• Restoration of a portal above the en- Oon/wires 

trance door • Repainting staircases 
• Installation of domestic phone set • Landscaping of building's surrouno. 
• Replacement of vertical Installation or lngs 

cold water 

As shown above, the positive: experience Condo# 2 had with the first loan, motivated it 
to proceed with additional renovation projects and a more extensive second loan, help· 
fng to reduce its upkeep costs. 

2. Impact on Cost Savings 

Table 11. Comparison of Cost Saving.s 
Cost category Condo# 1 Condo# 2 
Upkeep 12.67 PLN per 1 square meter an- 5.52 PLN per square meter annu-
Costs nually (cost Includes fee to ttllrd-party ally (no outstder management cost) 

manauemenl company) 
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Outsfde man- Yes No, management provided voluntar-
aaement costs llY by owners 
Outside employ- One janitor None; all cleaning done by condo 
ees owners themselves 

More extensive renovation work conducted by Condo # 2 allowed it to achieve signlflcant 
savings and reduction in per square-meter cost of upkeep and maintenance. The sav­
ings were further increased by diminished management and administrative needs. 

3. Dellnquencles 

Table 12. Comparison of Levels of Delinquency 
Year Condo# 1 Condo# 2 
1995 20% 20% 
1996 10% Data not available 
1997-1999 Data not available Data not available 
1999 2% Data not available 
2003 0,79% 1% 

As shown above, both condos achieved a drop of 60 percent ln the delinquency rate 
over three years. As noted by representatives of Condo# 2, there Is practically no delin­
quency now. The improvements Implemented through the loans made owners realize 
the Importance of timely payments. They now realize that delinquency would cause 
trouble In their relationship with the bank and/or municipality, and they do everything 
they can to avoid it 

4. Increase In Unit's Market Value 

Table 13. Comparison of Average Price Per Square Meter 
Condo# 1 Condo# 2 
Before Renova- After Renova- Before Renova· After Renova-
tlon ti on tion ti on 

1999 U.S . $800-900 U.S.$1 ,000-1,100 U.S. $1 ,000-1,200 U.S . $1 ,400-
1 600 

2003 U.S . $1,000-1,200 U.S . $1,20(). U.S . $1 ,600-1,700 U.S . $1 ,600-
1,400 1,800 
(comparable to (comparable to 
new develop· new develop-
ment} ment 

Table 14. Avera~ e Percentage Gained par Square Meter Between 1999-2003 
Condo# 1 Condo#2 

Gain for reno- 52.90Ai 54.5% 
vated property 
Gain for un- 29.4% 50% 
renovated 
property 
Net gain dua to 23.5% 4.5% 
renovation 
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Due to the renovation. Condo # 1 owners increased their property value by 23.5 percent, 
while for Condo# 2, the increase was only 4.5 percent which may be due to location or 
other factors. While we recognize the disparity, time constraints d id not allow us to fur­
ther investigate or analyze the differences. Even though these are just two examples, 
and the value added differed signfficanUy, the important thing is that value was added. 

Ornsment81 elements In the stakweU were csreruny reconstructed by Condo #2 in order to restore the 1930's 
ambiance so charecterfstic for old Sopof homes. 

Summation 

Thanks to USAID-tunded assistance programs, including CDP, Polish condos have sig­
nificantly improved their understanding of the business environment within which they 
operate. and increased the economic benefits they were able to achieve due to im­
proved access to funds. They have become quite sophisticated in dealing with a long list 
of issues Including: 

• The need for borrowing. Both condos took out loans to expand the resources 
available to them. 

• Adapting to a new environment. In order to borrow the condo associations 
needed to; 1) realize they could not wait for others to do it for them; 2) under­
stand that current resources would not cover the cost of needed renovations; 3) 
educate their members about the loan's impact; and, 4) agree to the conse­
quences, both financial and social, of borrowing) 

• Becoming knowledgeable about the technical side of renovation projects. The 
process of identifying improvements had to be wor1<ed out within the condo, 
among members. \Nhat undoubtedly helped, was the understanding of the over­
all mission and the ultimate goal {i.e., improving and increasing the value of their 
asset); 

• Carrying the economic burden of renovating their home. Both condos repaid or 
are currently in the process of repaying the loans. Both condos continue to 
gather funds for future renovations and plan to continue with upkeep and reno­
vations of their property. 

4. Salience 

a. Value/Importance to Members 

Better-managed and renovated condos mean increased value of the individual units, 
which in tum, improves the image of the community, and makes resale at a higher price 
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easier for the owners. Given limited options in the existing housing market for current 
members to move to other reasonably pr.iced accommodations, it is Imperative that they 
find a way to make the condo association management work to serve their interests. 

Given the conditions of the housing market specific to Poland in the late 1990's (!lliquid­
ity of real-estate market and immobility of the working population), increasing the value 
of individual units, in tum increasing the owner's ability to sell or rent it constituted a sig­
nificant advantage of condo ownership. 41 

b. Significance to the Community 

The city of Sopot has actively sought jts citizen's support and involvement in its renova­
tion/revitalization program. A number of legislative and regulatory actions implemented 
in the course of the late 1990s have so far resulted in a series of citywide improvements, 
including the central part ("the Mall") which continues to constitute a major tourist attrac­
tion. 

Renovated neighborhoods attract tourists and potenlial Investors. Cities across Poland realize Iha vefl.Je of 
improvements. Thay ere becoming more w11Jlng to engage In Innovative profscls fmplemenfed through pub­
llc-privste partnerships. Pictured: Czyzewskiego Street, SopoJ, May 2003. 

The city's willingness to supi=ort condo associations and participate in the renovation of 
condo stock through the loan-intemst subsidy, demonstrates a positive, proactive atti­
tude, and evidences the significance it places on condo associations. All of these factors 
contribute significantly to the success of the lending program. By actively assisting 
condo owners in housing stock renovations, the city is renovating its own portion of the 
stock and using external financing to do it rather than tying up available cash. This gains 
support as an easier, more reasonable use of the city's financial resources. As our 
analysis shows, the financial involvement of the city in both programs, Small Improve­
ments and Revitalization, has been steadily increasing and through 2002 reached a 
combined value of 3,315,432 PLZ or U.S. $872,481. 

1997 1998 1999 2000 2001 2002 Combined 
value 

In Polish 83,629 314.698 382,421 757,103 978,456 799, 125 3,315,432 
Zloty 

u W. Urbanska, A Gufdebook .. .. p. 2. 
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Today, condo assoclations represent 19 percent of the housing stock In the city of So­
pot. serving a significant portion of the populatlon.~2 Given that many local governments 
still own the majority share, participation in the lending program and resulting renova­
tions benefit both the private and public sectors, contrlbuting to the well being of the citi­
zens. As the loan portfolio analysis shows, the number of condos with majority municipal 
ownership participating in the lending program increased significantly. 

Through the units maintained in the associatJons under city ownership, the city meets an 
Important social need of the community by providing affordable housing to low-income 
families. Well-run condo associations have a broader economic impact on the commu­
nity as well, since better looking housing increases the value of the urban community, 
and makes the city, in general, a more attractive place in whidi to live and invest 

a. Importance In the Bualness Sector 

As we have noted, condo associations do not contribute to the business sector in the 
way a more traditional production cooperative would . However, the services purchased 
by the associations, including cons1ruction, financial, and property management, do 
have a ripple effect throughOlJt the local economy. 

Job-generation results related to home improvement projects implemented by condo as­
sociations, CHF's estimates show that on average, through a typical 8-month-long reno­
vation project (assuming a medium-size condo building with 5~56 units), over 200 per­
son-months of employment equivalent to over U.S. $100,000 of local gross income are 
generated. On average, each improved unit generates 4.36 person-months of employ­
ment equivalent to U.S. $2,096 in gross local income.~ Condo renovation projects, 
thus, provide a strong impetus to the local job market. 

As far as financial services are concerned. the condo-lending program offers indications 
of the growing importance to the local economy. In the Gdynia/Sopot area, three banks 
are currently providing financial services to condos, with BBG/Millennium enjoying the 
largest share of the market. 

From available Information, 80 percent of a total number of Sopot-based associations 
are serviced by Millennium, afthough this number includes general financial services 
provided to municipalities. A smaller number of condos are served by BK (Komunalny), 
which mostly works in Gdynia. Operations of BP {Pocztowy) are still very limited, but the 
city has been recentJy promoting it as a potential partner in condo-lending (so far one 
loan to a condo was issued in 2003, with the city of Sopot participating in a similar man­
ner as with Millennium). 

Getting a loan requires close collaboration between the condo, the bank and the city of 
Sopot. Through this partnership, public and private capital is combined and condo reno­
vations applied for, helping the condos gain a proper place in the local economy. Even 
with the M111ennium-Sopot successful lending program, local condos are still struggling to 
be recognized as an attractive client and market opportunity. 

0 According to data received from a Polish consultant, as of December 31 , 2001. the breakdcwn on owner­
ship of residential units in Sopot city-owned units: 1 B percent, privately owned units bought from the city/ 
condominiums: 19 percent housing cooperatives. 38 percen~ developers: 3 percent; remaining: 22 percent 
43 B. Czachorsks..Jones, A!sesslng Economic fmpBct . . , pp 9-11 . 
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Major findings of the BBG/Mlllennium Condo Loans Portfolio Analysis are included as 
Attachment 5.44 In this part of the case study we want to bring attention to the major 
trends indicated by this analysis, 45as in our view, they reflect the growing importance of 
the lending program and its success. 

CDP volunteer, J Glantz (L), worl<ed with the benk and city officers (R) in 1999 to streamline proca­
dures and make loan eppfication processes easier for condo associaUons. Today, in parlnarship with the city 
of Sopot, Bank Mill&nnlum provides condo renovation loans with interest subsidized by the municfps/lty 

The CHF International study comparing the data and lending portfolio of BBG/ Millen­
nium) from 1999 - 2003 reflects significant progress and a positive tendency. The analy­
sis of the bank portfolio revealed three important positive trends 

• In 2003, the bank has refocused its lending toward Revitalization Program loans, 
which are larger and have a longer term than the Small Improvement Program 
loans that characterized the portfolio until 2002. This shows that the bank is able 
and willing to take on more credit risk, having established that the condo loan 
program is profitable. 

• Many condo associations have become repeat borrowers. They have either 
taken a second loan under the Small Improvement Program, or have utilized the 
larger Revitalization Program loans to make more significant improvements. 

• Despite the economic difficulties and the significant lntemaJ restructuring in 2001 
and 2002, BBG/Millennium has continued its partnership with the municipality 
and the condo associations by providing loans to condo members. 

Today, Sopot condominiums: 

• More often consider borrowing to augment available resources; out of a total 
number of 672 Sopot-based condos, 164 or 24.4 percent took one loan, and 15 
condos took two loans. The number of borrowers is steadily growing; 

~We used the following indicators: (1) total number ofloans to condos and repeat borrowers information: 
(2) total renovation costs~ (3) average renovation cost; (4) total and average loan size: (5) repayment terms: 
and, (6) number of housing units affected by renovation lending. 

~5 Note that the data is aggregated on an annual basis and as a result the data sets for years 1999 and 
2003 are Incomplete and cannot be used to compare to other years. However, we use data for year 2003 to 
make our own projection with respect to lending to condo associations. 
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• Include cases of repeat lendin~fter paying of the first one, 15 condos have 
taken a second loan; 

• Share their positive experience In lending and necessary know-how With other 
neighborhood condominiums. From the bank's perspective, making loans to 
condos turned out to be a good and safe business. As a result, the bank also 
gained confidence and developed positive approaches to serve bigger condos, 
needing more significant financing to carry out more extensive renovation pro­
jects. 
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IV. LESSONS LEARNED 

With this case study, we have chosen to focus on the particular experience of two con­
dominium associations in Sopot, as a way to further explore the impact of a lending 
model that we believe has particular relevance for the rest of the region. This section of 
the case study extrapolates lessons learned not only from the two condos highlighted, 
but from our experience throughout Poland, based on other analyses, and across the 
whole implementation experience of the Cooperative Development Program. 

In this section we explore lessons learned during project implementation related to the 
objectives we selected, the strategy we chose, and the process of implementation. We 
also present lessons related to the specific impediments and problems we faced in the 
Polish context. Finally, we share the insights of participants in COP to help better under­
stand the achievements and benefits of the program from their perspective. 

A. Lessons Learned during Project Implementation 

Importance of Publ/c--Prlvate Partnerships 
The success of the pilot projects in the Gdynia/Sopot location reinforced the importance 
of successful public-private partnerships (PPPs) in addressing issues of availability and 
affordability of quality housing, and the unique problems faced in post-communrst set­
tings with housing privatization. We have confirmed our understanding of the critical fac­
tors for a partnership to be successrul: clear vision of the partnership and setting its di­
rection, building trust and understanding among the stakeholders, and developing sus­
tainability and grounds for replication.•6 

In CDP-Poland's experience, it was the level of public sectors participation which made 
a difference and greatly contributed to the sucoess of the program. The local municipal 
authorities' willingness to provide an interest subsidy for the condo loans, captured and 
held the interest in the program of both private sector partners: condo associations (be­
cause it allowed condo owners to augment the resources available for capital improve­
ments) and the participating bank (because it guaranteed against potential losses). In 
the context of an economy in transition such as Poland, this had three important conse~ 
quences: 1) ensured banks' interest in the program even though the volume of the over­
all condo lending portfolio was negligible from the point of view of the banks' overall port­
folio; 2) helped diffuse or neutralize public perception that after years of mismanagement 
and deferred maintenance. housing renovation problems were no longer a municipal re­
sponsibility and were entirely put on the shoulders of housing owners; and 3) provided 
municipal authorities with a way of addressing problems of a group of low income clti­
zens by continuing to own units in condo properties in which they resided. Outside of 
Sopot, the "public" element of the PPP was missing or weaker, making the results 
achieved at the two other CDP locations in Poland much less impressive. The particular 
value of the Sopot partnership rested in the fact that it allowed the combination of private 
and public fmancial resources and directed them to capital home improvement which 

t1e These and other factors are discussed at a greater length in conjunction with another highly successful 
program CHF implemented In Romania Where publie>private partnerships resulted In significantly expanded 
e<:onomlc opportunities for CHF's local corporate and individual partners. See Psrlnering for Suec6ss. A 
Manuel of Public-Prfvsle Partnerships for Local Economfc Development. CHF-Romania, Timisoara, April 
2002, pp 27-28. 
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would otherwise not have taken place. Indeed, Inability to find willing publlc partners has 
been pointed out by BBG/Mmennium as U1e reason for its own lack of success with repll· 
cation at other locations In Poland. Similar situation can be observed across the whole 
CEE region illustrating the need for PPPs w ith regard to housing. 

In our view, the Poland example illustrates the proposition that the private sector alone 
cannot be relled upon to deal with the entire complex legal, financial, managerial, and 
social issues involved in rebuilding post-communist socjeties, including its housing. Ex­
amples of successful PPPs in this difficult sector should therefore be widely popularized, 
and conditions of their replication across the region studied further. Similarly, further re­
search should focus on the role played by organizations applying cooperative methods 
o.e ., cooperatives, condominium associations, homeowner associations) in the tight of 
potential linkage between their successes and stability and prosperity of communities. 

For CDP-Poland, this conclusion was confirmed by the somewhat less impressive (com­
pared to Gdynf a/Sopot) results achieved at other pilot locations, namely in Warsaw and 
Kutno .. While at each of these locations CDP strived to forge a lasting relationship with 
banking and municipal partners, the public partner was more difficult, less inclined, or 
unable to engage, given the local political environment In fact, the difference in a city's 
size and the stability of local potiticaJ forces is often cited as a "make or t:>reak" element 
of success. In the case of Sopot. the smaller size of the city, general support for the 
city's strategic revitalization policy, and continuity of its implementation provided condi­
tions more conducive to a successful PPP. It helped that city representatives particl· 
pated in a CHF study tour to the United States and had a chance to familiarize them­
selves with a number of ways that such housing partnerships work in the U.S. context. 
The condo lending program was perceived as benefiting the community as a whole, 
rather than individual unit owners, and thus was more readily supported by municipal 
authorities. In contrast, at other locations, at least at the time of CDP implementation, 
there was much less stability, less continuity of action, and therefore less willingness to 
engage in creative initiatives. In hindsight, focusing more on the public sector element of 
the CDP partnerships, perhaps involving the associations of Polish cities, would have 
ensured a more lasting impact. 

From the perspective of future PPPs, CDP-Poland offered several recommendations 
which could transfer the success in Sopot to other cities throughout Poland. Among 
them: 1) Local banks should establish goals and strategies for continued future growth 
and support for the loan programs; 2) Local banks, even w ithout local government 
support, should provide other loans to condominium associations, for example loans 
under the Thermal Modernization Act or similar later tegislation;47 3) Both local banks 
and the local governments should recognize the condominium association as a legal 
entity which will result in a more effective and efficient loan program, rather than the 
current loans to individual unit owners; 4) Local banks should collateralize the loans with 
a pledge of assessments, as opposed to an individual note payable from each unit 
owner, which will increase the effectiveness and efficiency of the loan program. 

A set of recommendations was also offered to local governments: 1) local governments 
should develop a specific ho~sing strategy and policy regarding the privatization of their 

•
7 Olher CHF International studies show U1e deficiencies of some of t hese national loan programs to support 

energy efficiency improvements: too rigid/too high requirements for the level or future energy savings; sig­
nificant financial Input required on the part of condo association before lendmg application is accepted; 
length and complexity of procedures; doubts as to the quality of reviews provided by designated energy au­
dit firms, etc See B Czacilorska.Jones, Emerging Gavamsnce .... pp 13-17 
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housing stock and property management companies, 2) Local governments should 
develop a range of incentives (i.e., interest subsidy or other), which will attract residents 
to purchase and renovate condominium units, 3) Local governments and local banks 
should utilize the expertise and knowledge of non-profit organizations such as CIM 
which can assist in educating residents and communicating the benefits of loan 
programs in addition to facilitating the application process established by the local 
govemments. 

Selection of Piiot Projects 
In an ideal world, "pilot" projects would be selected in such a way as to accurately reflect 
the •average" location in a given country, and even some particularly difficult environ­
ments would be selected in order to test whether the approach could work even under 
trying circumstances. Unfortunately, the latter would imply that "failure" is acceptable, 
and quite often, particularly with a relatively small budget with a short timeframe, there is 
intense pressure to pick a "winner." The incentive is to identify locations where you know 
you will succeed; there is no time to have an unsuccessful example. 

If a pilot site is too "unique," it may turn out not to be representative enough of the coun­
try as a whole. In Poland, given the particularly short timeframe due to the close-out of 
the USAID program, there was not room for experimentation. Sopot looked like it had the 
elements of success - in hindsight, some (only some) of those elements were relatively 
unique to Sopot. The condominiums tend to be much smaller with fewer units allowing 
for easier cooperation among association members, and facilitated the ability of the bank 
to arrange loans with individual unit owners. Also, Sopot benefited from a stable political 
environment and did not suffer the radical political party shifts that many other cities in 
Poland faced which provided continuity in their housing strategy. Even given "unique" 
qualities, we believe that the model has merit. 

From the perspective of other CDP countries, pilot project selection was a sensitive 
process. For example, in the Philippines, a list of selection criteria was agreed upon be­
tween CHF International and our local partner, the National Housing Authority {NHA). 
Efforts were made to select the most typical and representative sites, and we selected 
three out of 80 cooperatives registered with NHA. In order to escape land acquisition 
and legal process djfficulties. it was agreed that to serve as a pilot, a cooperative must 
own land for its future housing project As it turned out, unfortunately, only one of the 
1hree selected pilots was able to avoid land-related problems. In one case, the land 
owned by the pilot cooperative turned out to be unsuitable for housing construction, in 
the other case, an outside party challenged the cooperative's rights as legal owner and 
an ensuing law suit remains unresolved to this day. Even with an understanding of con­
ditions on the ground, and the additional perspecUve of NHA, which was supposed to 
known the cooperatives best, It was impossible to avoid mishaps. Flexibility and adapta­
tion of applied processes was required, as well as learning from failed examples as 
much as from the successful ones. 

Yet another set of difficulties was faced in South Africa, where CHF International was 
working in an entirety new environment for cooperatives. The newness of cooperative 
concepts and the need for extensive ground work, organization, and registration before 
pilot activities could even start. considerably slowed down the implementation process. 
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The Power of Private Ownership and Collectfve Action 
The case study illustrated the power of democratic action and changes in attitude. Polish 
condo associations learned by doing and by taking control of their own situation. Since 
1995, they moved from the situation of complete reliance on municipal management to 
complete independence of that system. Members developed an understanding of the 
new structures, as well as the need for, and use of collective action. They realized their 
Inter-dependency and the benefits for collaboration around mutual interests. The result­
ing self-reliance at the managerial level and wiJlingness to search for creative solutions 
to augment available financial resources, allowed them to turn their vision of a better 
quality of life into reality. In the end. what was important was not so much the structure 
(a hybrid between individual ownership and a cooperative; we refer to it as a "coopera­
tive-like" structure), but the use of cooperative approaches: democratic control by mem­
bers, education and information which allowed members to adopt democratic and ac­
countable leadership which encouraged greater individual investment in the process. 

In an economy in ttansition, with continuing illiquidity in the housing market, these coop­
erative-like structures provided an additional alternative for moderate or lower income 
people living in a multi-family setting. Unable to afford moving to a single-family home, 
they still enjoy the benefits of ownership: the ability to sell, bequeath. lease or rent their 
unit, and to draw the additional proceeds. Their choices as consumers expanded to in­
clude condominium associations, cooperatives (limjted and market value), and/or rental 
market opportunities. 

Perspectives on lnst/tutiona/futlon 
The short timeframe of the CDP hindered the ability to institutionalize the results in Po­
land. Despite this limitation, organizations assisted and trained by CHF International, in­
cluding CIM and AWIM-Gdynia, in particular, operate to this day and continue to provide 
services to this market. CIM offers feasibility, cost and energy efficiency analyses, as 
well as planning for capital projects. AWIM-Gdynia offers property management services 
and consultations to condo members and/or boards. 

The decision to select pilot projects in locations where there was an active, innovative 
AWIM did contribute to the institutionalization of the project Close to 30 AWIMs, estab­
lished with CHF International assistance between 1994 and 1999, benefited from CDP 
training. At least half of them continue to operate to this day, providing consulting, prop­
erty management, and training services apart from construction planning and develop­
ment. In our experience, given that not all AWIMs started operations at the same time, 
the ones that previously engaged in single home construction had a greater interest in 
diversifying their services, compared to those which started as new institutions from 
scratch. AWIM directors saw the developing condo market as an opportunity to add-on 
to their skills and to expand their area of operations. This C311owed them to capture new 
local markets or to fill an existing niche. Such expansion also made their businesses a 
little less vulnerable; with a weak local economy, the market for single-family home con­
struction became saturated relatively quickly, whereas demand for services relating to 
multi-family homes is still quite significant. 

However, the condo mar1<et ls still a relatively "poor" market with the inability to pay 
much for external services, given the typically lower income levels of tenants. In the 
course of implementation, the CDP training and training materials, including the manual 
which remained with CIM, were offered free of charge. To condo boards, training and 
consultation were offered in collaboration with the Society of Condominium Associations 
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{SWM). In hindsight, perliaps It would llave been better to charge a fee, Increasing the 
amount over time. 

Institutionalization of this aspect of CDP activities had mixed success. We do not have 
information as to whether or how such training is offered at this time by CIM. SWM and 
similar associations have experienced difficulties in generating outside funding to 
support their activities, and some time ago SWM had to close its consultation centers 
which provided free.of-charge assistance to condos and their members. Experts who 
provide countless pro-bono hours are looking for help in training new cadres willing to 
provide similar services in their communities. G iven the limited income of the tenants, it 
is unrealistic to expect full cost recovery on all services offered, and grant funding would 
need to support such efforts. Finally, pursuing yet another of the cooperative principles, 
cooperating with other cooperatives, it may have lead to better results for SWM and CIM 
to join forces with other associations of cooperatives to explore the potential for greater 
market power in joint purchasing, and possibly even lending. Vendors and banks are 
often more interested in a "hassle free'' approach (i.e., guaranteed collections, financing, 
etc.) and would rather work through a large, respected entity rather than with Individual 
small associations, and may be willing to take a discount to facilitate the effort. 

Volunteers - Pros and Cons 

Through the first phase of CDP we placed a total of 11 volunteers in the three target 
countries. Overall VIP experience was very positive. 

Pros: (1) VIPs were able to show that they grapple with similar problems and that to 
many of them, solutions have already been found. They provide practical examples of 
successful interventions to resolve similar problems. (2) VIPs had a significant mobilizing 
effect on local beneficiaries. By contextualizing their advice to the needs experienced by 
local partners, VIPs were able to instill enthusiasm in the application of new solutions 
and fn the vision of a better quality of life. (3) Assignments had an equally significant ef­
fect on VIPs, who went back to their communities to share the ir international experience 
in home communities. These actions continue to help build a positive atmosphere 
around foreign assistance programs and the needed poputar support 

Cans: (1) There were limltatlons resulting from the relatively short period of VIP assign­
ment (average of tvvo weeks}. Scopes of work had to be narrow enough to be reallstlc, 
and the timing of assignments had to be "just righr to maximize effectiveness. If the VIP 
does not go at '1just the right time" in relation to the project implementation phase, there 
is less Impact and less interest on the part of beneficiaries. For example, in one case in 
another CDP country, the VI P's assignment focused on property management issues, 
whereas construction of the project was still at the early stage of organization and plan­
ning. As a result, the attention of the implementers was focused o.n a different set of is­
sues and the VIP impact was limited. (2) Assignments require labor and time-intensive 
preparatory work. In most cases, assignments are difficult from the logistics point of view 
with a need to coordinate with diverse personal, institutional, and programmatic goals 
and schedules. 

Overall, however, CHF lntemational's experience with the VIP program has been very 
positive. It allowed us to test some hypotheses we made al the program's outset One 
such hypothesis was that advertising volunteer assignments with and drawing on volun­
teers from CHF lntemational's institutional members, such as the National Cooperative 
Bank (NCB) and the Community Association Institute (CAI). would build a stronger rela-
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tionship with our members, and would facilitate the potential for long-te.rm institutional 
relationships between our members and the counterpart organizations overseas which 
they assisted. 

Our experience was mixed. In the case of Poland, the fact that three volunteers drawn 
from CAI provided assistance to condo associations and had a positive experience, did 
lead to the donation by CAI of a library of reference materials to CIM. However, efforts to 
stimulate a longer-temi mentoring relationship were unsuccessful. As a domestic organi­
zation serving the needs of its members, CAI d id not place a priority on international out­
reach and partnerships. In the case of the Philippines, lasting institutional relationships 
did not result from contacts developed through a study tour to the United States, al­
though the tour itself was fac.ilitated by a VIP who had completed an assignment in the 
Philippines. The tour also resulted in significant progress made by the National Housing 
Authority (NHA) in structuring its relationship with the Land Bank of the Philippines (ex­
amples observed while in the United States helped participants to refine and set up a 
lending scheme designated specifically for cooperatives) . 

As a result of our CDP experience, we have a more realistic view of the role that U.S. 
"practitioner' associations can play. - while they may be willing to recruit and advertise 
volunteer assignments, provide guest speakers for study tours, and invite our beneficiar­
ies to attend their annual conferences, without solid external funding support, since their 
mission is to meet the needs of their U.S. members, their involvement is very limited. In 
many cases, international work is viewed as an interesting •sideshow," or in some cases 
is even prohibited by their board of directors. 

B. Lessons Learned in Addressing Problems/Issues 

Broader Economlc Impact 
The program had a spin off impact of not only the increase in property values, but also 
the jobs generated through the local construction industry. As illustrated by other CHF 
International studies, home improvement projects have a distinct job creation effect that 
should be pointed to when efforts are made to engage the public sector or stir its interest 
in lending programs or PPPs. We estimate that the 128 units improved through CDP­
Poland activities, generated 558 person-months of employment and $268,398 in value of 
local gross income.48 Renovation and rehabilitation programs benefit the local economy, 
as well as the whole community, through the increase in the quality of life. 

Another broader impact to be considered is the average square meter gain in property 
value due to renovation. A detailed calculation for the two Sopot condos (see tables 13 
and 14 above) reflects a net gain from 1999- 2003 of 23.5% for Condo #1 . For Condo 
#2, the gain was only 4.5%; however, this may be due to other factors such as the prop­
erty's location. While we recognize the disparity, time constraints did not allow further 
investigation of the causes. In any case, even though these are just two examples, and 
the value added differs rather significantly, the important conclusion is that there is value 
added. This is, indeed, a positive trend which should increase bo1h private and public 
interest in investing in home improvement Following higher quaHty home properties 

o1s The es1imate covered the needs assessment, Including facilitating AWIM salary, feasibility study and de­
sign services (architecture and trades), local government approvals and processing, condo administration 
and loan officer's services, and basic construction including technlcal Infrastructure work (i.e., water, SfNl­
ase, eleclrlc or telephone systems}, construction (all trades), transport and delivery, Interior work and fill­
lshes. See detailed calculation in B. Czachorska-Jones, Assessing Economic Impact .. .. pp 10-11. 
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there is an expectation of further investment and economic development for the whole 
community. 

Contribution to the services sector is yet another impact of such programs. A Whole new 
sector of property management firms has developed around the needs of condominium 
associations, successfully competing with municipally-owned management companies. 
Privatization efforts are ongoing in various cities across the country, continuing the need 
for a positive working relationship between condo associations and municipal authorities 
vis-a-vis co-owned condo properties. For the financial sector, condominium associations 
still constitute a small group of cnents, out-weighted by interests of larger private or pub­
lic clients. At the same time, this section of the financial services market is growing. As 
the example of Sopot and BBG/Millennium illustrates, this bank is serving the financial 
needs Of around 80% of local condo associations, of which about 20% participated in the 
condo lending program. As CHF's analysis has shown, the program is growing, which is 
definitely a positive tendency. If it continues, as can be expected, condo lending will ex­
pand well beyond the current level providing local banks with more business (currently 
the value of the condo loan portfolio constituting less that 1 % of BBG/Millennium's over­
all portfolio). Also the fact that there are repeat bo1TOWers is encouraging, since it shows 
that with time, condo associaUons are becoming bolder and more willing to use credit 
instruments. 

Replication Is Harder Than It Looks 
Through workshops and case study materials, CDP-Poland worked to disseminate the 
experience of the Sopot-BBG lending model, as did subsequent USAID-funded pro­
grams (e.g., the Local Government Partnership Program) with relatively limited success. 
If we are to explore the potential for adapting the model to other country contexts, we 
need to better understand why lt failed to spread In Poland .. Our analysis identifies a 
number of potential reasons: 

• BBG, which should have been one of the major promoters of the program went 
through a re-organization process relatively recently (it is now "Bank Millen­
nium"). which slov;ed down its outreach efforts and its focus on the program; 

• Apparently, at different points in time, BBG bank officers expressed interest in of­
fering similar arrangements in other cities where it has branches, but the corre­
sponding interest and willingness to participate by the city governments was lack­
ing. Without the interest subsidy, there was too much of an economic burden 
placed on the typically low-income residents, and the condo lending program did 
not gain popular support; 

• Given other priorities, the bank did not have enough man-power or resources to 
assist condos with the practical aspects of the lending process. A lack of under­
standing of condo issues on the part of bank officers, as well as a lack of educa­
tion and understanding of issues on the part of condo owners also constituted 
disincentives and barriers to successful repl ication; 

Th& lack of willingness of city governments to engage in partnerships with local banks 
and condos was sometimes ' inked to the political situation in a given city. In the case of 
Sopot, it was often pointed out that the city had reached a certain degree of political sta­
bility which ensures the co.ntfnuation of the policies and their implementation. This is not 
the case in other Polish cities. For example, we learned during our March 2003 survey of 
condo associations in Warsaw that the manager of one Warsaw condo {over 100 units) 
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worked for more than two years with district officials to work out an inter&st subsidy ar­
rangement for a capital renovation project for the building. Unfortunately, at the same 
time as the agreement was finaltzed, local elections took place and resulted in a new 
group of officials taking office. They distanced themselves from the previous govem­
ment, and decided not to continue with the earlier arrangement. 

In conclusion, in order to replicate successfully elsewhere, there needs to be a continu­
ous interplay between all public and private partners, grounded in an understanding of 
each one's respective roles and objectives, and the challenges this diversity poses to the 
overall PPP goal. Involvement of NGOs such as CIM, SWM, or associations of cities 
should be actively sought as conduits of successful practices, facilitators and educators, 
or involved partners. They help to maximize the Impact of lessons learned through their 
membership base, and can provide a unifying, neutral forum for discussion and "Ironing 
out" of implementation issues. 

Bewate the Technocratic Solution 
Perhaps driven by the short tlmeframe of project implementation. we tended to focus on 
the "technical" aspects of condo management and maintenance, and over1ooked the im­
portance of the "political" aspects of the broader context in which they operate - and the 
importance of helping to broker lasting relationships. As noted above, and throughout 
this case study, the role of the municipality in addressing issues related to affordable 
housing for low-Income families, and the renovation and maintenance of buildings in 
which they often own units, is critical. In hindsight, throughout implementation of the pro­
gram we needed to focus more specifically and aggressively on the cities' role - and 
perhaps would have had more success working through the three Polish associations of 
cities. By including such associations as active partners in the implementation process, 
they could have become powerful allies In helping to educate cities about the importance 
of the issues facing condo associations, and the importance of having a long-term, con­
sistent housing strategy, as well as helped in disseminating success stories to their 
members. 

In addition, while through CDP-Poland we provided a lot of "technical" assistance to 
CIM, SWM, and the participating condo associations, we could have provided more "po­
litical" assistance by helping them to understand how to lobby more effectively and ad­
vocate more aggressively for solutions to the problems they faced, and for assistance 
from both the local and national government levels. Effective demonstrations and letter 
writing campaigns by residents forced to live in crumbfing, decaying buildings, may have 
gone a long way to getting the attention of the politicians. Involvement of the media in 
this regard may have also have had a positive effect. 

C. Participant Perspectives on the Value of Project Assistance 

Based on information obtained from our field work and interviews, we would like to offer 
the following selected quotes which contribute to an understanding of the COP-Poland 
achievements, benefits, and issues from the point of view of the participants: 

James E. Glantz, VIP (February 1999, May 2003): "The role of the condominium asso­
ciation residents in the condo loan program is very important understanding the right 
and obligations as unit owners, taking a proactive role in the maintenance and renova­
tion repair of the entire building, not only lndivfdual units require changes in thinking by 
needing to help yourselves. These changes do not happen at once. They require time 
and effort on the part of all participants. ( ... ) 
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I consider my VIP assignment in Poland as a very rewarding personal and professional 
experience. It gave me an opportunity( .. . ) to make a small contribution to the mission of 
CDP/CIM, to BBG's program, and to the condominium housing sector in Poland. This 
small contribution is highlighted in the various recommendations to BBG, to workshop 
participants, and CDP/CIM ( .. )." 

Dr. Krzysztof Kaminski, Director, Center for Housing Initiatives, Warsaw (November 
1999, during CDP-Poland closing conference): "Condo market in Poland is only now de­
veloping and the needs are enormous. We are planning to concentrate on energy and 
feesibllity studies for condo renovations because this is a difficult area and noticeably in 
need of assistance. Thanks to CDP activities, we were able to look beyond new con­
struction and focus on preserving and increasing the value of existing housing stock." 

Barbara Kowalska, Director, Agency to Support Housing Initiatives (AWIM-Gdynia) (No­
vember 1999, during CDP-Poland closing conference): "I really appreciate the fact that 
CHF included AWIMs in CDP activities. Through CDP, I had a chance to team about 
condominium associations, ltlelr specific needs, and the assistance I can provide. Since 
AWIM is develop1ng its advisory and facilitating functions, this Is very important. It ex­
pands my economic opportunities." 

P. Kwiatkowski, Prasident of one of the two studied condos in Sopot (interviewed in May 
2003) 'There Is no doubt that the training and educational activities helped a lol In fact, 
it helped us to find the way out of the chaos of the first years following the new condo 
legislation and restructuring," 

Maciej Tertelis, former CDP-Poland staff member, now Condo expert and manager (May 
2003): "My experience as CDP specialist was very important to me. It allowed me to 
sharpen my skills in all areas of condo management and gain practical insights into the 
problems the condos. Since my assignment with CHF, I have published several books 
and articles on condo matters, and advise numerous associations as well as municipal 
authorities: 

D. Cooperative Development Learning Agenda 

As a result of this evaluation, and our experience over the years, CHF International 
would like to propose three areas for further research to contribute to the future learning 
agenda for USAID, OCDC, and other organizaUons interested in promoting cooperative 
development. 

• Developing public-private partnerships (PPP) to address various issues arising in 
t11e context of economies In transition. In our view, the private sector alone can­
not be relied upon to deal with the complex legal, financial, managerial, and so­
cial issues involved in the transformation of the housing market. Examples of 
successful PPPs should be popularized, and conditions of their replication stud­
ied further. In particular, the role of organizations applying cooperative methods 
(such as cooperatives, condominium associations, and homeowner associations) 
should be explored in the light of the potential linkages between their successes, 
and the stability and prosperity of communities. 

• Cooperative organizations as "incubators" of democratic Jeaders. In the course of 
the COP, we neither had the chance, nor the time to study these relationships, 
but we had indicators, and anecdotal evidence to conclude that such linkages ex­
ist Organizations applying cooperative methods to manage their activities seem 
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to understand that apart from the structures and methods they use, there are 
also political aspects to contend with, which influence their success. In our ex­
perience, cooperative types of organizations can play an important role in helping 
to shape and develop a "democratic culture.11 People who have participated in 
democratic structures at the grassroots level , such as their condo association 
board, may be more likely to engage in decision-making processes al the local or 
national government levels. 

• Expanding and financing volunteer activities benefits and enhances the applica­
tion of foreign assistance programs. Through CHF's V isiting International Profes­
sionals (VIP) program, we were able to provide additional resources to local 
partner organizations, broaden the impact of our programs, influence the general 
living conditions in partner communities, and provide an important link to the U.S. 
cooperative movement Volunteer programs are valuable and deserve further fi­
nancial support, and there may be innovative ways to provide the service of vo~ 
unteers as a way to start connections in new countries, or to revive links with 
previous local partners in countries where CHF International is no longer active. 
Additional research would be helpful to understand the impact that the volunteer 
assignment has on the volunteer, and the extent to which they share the experi­
ence with others in their home community. 



V. FINANCIAL ANALYSIS 

The main documents supporting financial analysis of the studied condos are retained by 
CHF International as .source materials. This narrative reflects the methodology we used 
to generate the most meaningful results. 

For several reasons, the uniform reporting system for financial analysis of cooperatives 
developed by the OCDC team did not adapt well to the Polish context (See Attachment 
1: OCDC Financial Ratios for Cooperatives for the complete spreadsheet). The main 
reason was that by Polish law, condo associations are not legal persons; therefore, their 
financial statements do not oomply with Generally Accepted Accounting Principles 
(GAAP) or International Accounting Standards (IAS) rules. Thus, while there is a cash 
flow statement and an Income statement. there is no balance sheet that actually bal­
ances. The result ls that the OCDC f inancial analysis framework cannot be applied in a 
meaningfu l manner to the two condos chosen for this case study. CHF International at­
tempted to apply the framework, but the results were meaningless. 

For this reason, we decided to evaluate the financial status of the Poljsh condos using 
financial ratios standard for the U.S. condo industry, and specifically, those used by the 
National Cooperative Bank (NCB) In Its loan programs targeted at U.S. condo associa­
tions. Even though these are U.S. standards, we consider them to be applicable to the 
Polish condo situation. We consulted with NCB on this issue, In the course of prepara­
tions for this case study, and we confirmed the ratio's general applicabilitt Detailed ta­
bles for each of the two studied condos are included as Attachment 6.1.4 

The results of this analysis show a positive picture. With the exception of two ratios -· 
Cash/Liquidity and Caprtal (Replacement) -- both studied condos largely meet the stan­
dard industry targets. This means that to a large extent their financial !lperations are car­
ried out correctly and should continue successfully into the future: 

Table 15. Comparison of Adjusted Financial Ratios for 2002 
Ratio Name- Target Condo# 1 Condo # 2 
Description 
Balance Sheet 
Analysis 
1. Cash/liquidity 
1.1. Cash+Reserves)/ >5% Requirement is met at It is impossible to measure 
Annual Gross Income 41.95% this raUo. 50 

It is high beCBuse the condo 
rs c.'OllecUng funds ror future 
capilal improvements. 

2. DelinQuencv 
2.1 Delinquent <5% Requirement is met at Requirement is met at 0%. 
Amount per Year/ 2.92%_ 
Annual Gross Income 
2.2 Number of Delin- < 10% Requirement is not met at Requirement is met at 0%. 
quent Unit owners I 12.50%.51 

~9 Analysis based on source infonnatlon contained in annual budgets for 2002. 
50 The condo assessment is built to cover only management costs.. No cash is available to be used by the 
condo association at ttie end of year. Also, the condo is not building improvemen1 reserves until the current 
loan Is pald off 
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Total Number or Unit 
Owners 
Income Statement 
Analysis 
3. Debt 
3.1 Debt Service 1:1 Requirement is met."'" Requirement is mel :>.J 

Coverage Ratio 
4. Capllal (Replace- Based on Requirement is not met Be- Requirement is not met. See 
men!) Reserve engineer- cause or high costs of sur- note in left hand column 

ing sur- veys, capital reserve fund Is 
vey and not based on engineering 
updated surveys. 
on a 
regular 
basis 

5. Assessment After 
Debt Payments 
5.1 Increase of As- <40-50% Requirement Is met at Requirement is not met at 
sessments over Life 25,35% increase. 155% lncrease.5"4 
of the Loan 
Other Ratios 
6 . life of the Loan <15 Requfrement ls met (loan of RequJrement Is met (loan of 

years 2.5 years). 5 years). 
7. Owner Occupancy >50 Requirement is not met at Requirement is met at 100%. 
Reauirement 49.22%.55 

8 . Loan to Value 
' 

8.1 Loan/Assessed <15%; Requirement is met at Requirement is met at 
Value of Condo Units NCB av- 2.98%. 3.83%. 

erage of 
5-7% 

The condos' liquidity is managed well, wtth the condos calling on their members in cases 
when the cash balance falls short of meeting the association's current needs. Condo de­
linquency is also fairly low, with the members helping each other out in cases where a 
condo member is not able to make a payment The condo associations meet their capital 
improvement needs by either making capital assessments (Condo #2) or borrowing 
(Condo #1 ). The fact that the municipality is 50% owner of Condo #1 is actually viewed 
as a positive fact, since it allaws the condo association to rely on the municipality's fi­
nancial strength. Overall, given the limited infonnation available, the financial health of 
the two associations is positive. 

51 Only one of the eight members was delinquent; however, it Is not that serious a problem since whenever 
one person is behind, the other tenants help out when there are difficulties. 
62 This ratio cannot be calculated because the loan is given to condo owners rather 1han the as­
sociation as a whole. However, we consider the requirement met because condo owners have 
not been late In repaying their Individual portions while continuing to pay condo assessments. 83 Same as above 
5~ However, Ule increase has been factored In when the bank has made the loan and the mem­
bers have been deemed to be a good credit risk. Given that this Is the second loan they have 
taken, the owners have experience in budgeting and managing their cash flow. 
55 Even thOugh the target is not quite met, 1he majority owner is the municipality or Sopot, which is 
generally considered to be less risky because of Its financlal resources, and increases the credit 
worthiness of the assoei.alion. 
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ATTACHMENT 1 
Outlioe/Contents oftbc CDP Case Studies 

(Documenting the Effectiveness and Impact of the CDP) 

Objective: To document, from a common perspective and in quantifiable ways, the de­
ve1opment process and the orgcmizat1011al and operatio11al capacities oft he assisted co­
operative( s). 

Procedure: Each COO will identify/select a specific cooperative assistance activity to 
serve as an example of its development programs and coaduct a case study of the activity 
utiliz.ing. to the extent possible, the outline presented in this document 

The outline is intended to provide a structure for organizing the case study and provide 
categories for assessing the assisted cooperativc(s). Utilization of the outline will help to 
ensure the presentation of the same kinds ofinfonnation in the studies, as well as similar 
measurements of achievement and key indicators of cooperative business development. 

Perspective and Assumptions: The case study should be presented from the perspective 
that cooperative business development is an important developmental tool. 

We need to keep in mind that the subjects of the case studies are to be cooperative busi­
nesses that (to the extent possible) operate in keeping with cooperative principles (volun­
tary and open membership; democratic member control; member economic participatfon; 
autonomy and independence; education, trafaing and information; cooperation among 
cooperatives; and concern for community). The study should indicate the status of the 
cooperative(s) vis-a-vis the principles, the political/regulatory environment, whether offi­
cially registered and, if so, under which cooperative law. 

Indicate the basic assumptions of your CDO thaL make a cooperative approach to busi­
ness (or to economic development) an important tool for development, e. g., cooperatives 
empower members; increases community awareness and identification. 

Elements of the Swdy. Each case study wiJI examine/analyze: (1) the cno~s develop­
ment process (implementation). (2) the capacities of tile assisted cooperatives [before and 
after implementation]; and, (3) Jessons learned from project implementation. 

Specific to the development process, the study should ex.amine the COO' s approach, pro­
ject objectives. project human and financial resources., and the eITectiveness of project 
implementation. 

Specific to the assisted cooperatives, the sludy should examine cooperative organization 
and governance, cooperative management and operations, business performance and sali­
ence. 

Executive Summary 
Acronyms 

================ 

Oulline/Contems 



PART I- THE 1MPlBME1\TATJON PROCESS On addition to providing a general de­
scription of the project/activity, this section focuses on the process of implementation, 
including the CDO's strategy. decision making. problems/issues confronted, and an ex­
amination of the impact). 

A. Project Description 

I . Background and Overview 

a. Project Setting and Target Groups 
b. Intended Beneficiaries 

2. Project Objectives and Strategy 

a. Obj~tives 
b. Implementation Strategy 
c. Project Components 
d. Conditions Expected at EOP 

B. Project Implementation 

1. Project Management and Organization 

a. Staffing 
b. Organization/ Activities Plan 

2. Project Reportingflvfonitoring 

a. Baseline Data and Performance Monitoring 
b. Levels of Output 
c. Implementation Problerns/Jssues (including issues related to the operating 

environment. l~vel playing field v1s.-a-vis other businesses, cooperative Jaw, 
etc.) 

C. Impact of the Project 

1. Impact 011 the Target Population 

2. PotentiaJ for Institutionalization 

PART 11- THEPARTICJPATING COOPERA..TIVE(S) (This section examines the co­
operative(s) vis-a-vis gov6ftlanc~ business operatfons. viability, and impact on mem­
bers). 

A. Cooperative Organization and Governance 

1. Mission (purpose), Status 
2. Leadership and Decision Making 
3 Membersrup and Member Participation 

B. Business Operations 

J . Management 

a. Po1icies, Procedures 
b. Personnel 

Business Activities 



a Planning and Performance 
b. Transparency/ Accountability 

3. Financial Analys1s 

4 Salience 

a. VaJue/Importance to Members 
b. Significance to Lhe Community 
c. Importance in the Business Sector 

PART ill - LESSONS LEARNED (a set oflessons drav.'!1 from field experience with 
supporting examples that validate each lesson). 

A. Lessons Learned during Project Implementation (lessons related to the objectives, 
strategy, process of implementation, monitoring, and evaluation). 

B Lessons Learned in Addressing Problems!Jssues (lessons related to specific 
impediments and problems, operational environment; areas of significant 
acltievement). 

C. Participant Perspectives 011 the Value of Project Assistance (information obtained 
from field interviews that contributes lo an understanding of tbe achievements. 
benefits, and issues from the point of view of the participants). 

PARTIV-FJNANCJAL ANALYSCS 

Background 

Al the request ofUSAID, lhe Cooperative Development Organizations are participali11g 
in a cooperative development program review, during which each organization will pre­
pare one or more cases studies of recent cooperative development projects. A feature of 
each case study will be an assessment of the financial strength of each studied coopera­
tive. Thls paper is intended to serve as an outline for the financial analysis. The coopera­
tive development organizations and the business sectors they represent are as follows: 

Cooperative Business Sector Members of Age of Case 
Development Case Study Co- Study Coope.ra-
Ori?aoizatioo operative tive 

NRECA RurnJ electrification 150,000-250, 000 25-40 yrs. 
NCBA Agriculture cooperative 

business development 
CHF Cooperative housing 1,000 
ACDrNOCA Agriculture technical as-

sistance 
WO CCU Credit unions 
NTCA Teleohone cooperatives 
AACIMIS 1.nsuranc.e cooperatives 
Land o• Lakes Dairy cooperatives 500 10 yrs. 



It is clear that there exists subsumtial diversrly among both the business sectors and the 
characteristics of the case study cooperatives. 

Objective 
It is the objective of this report to outline a set of ground ru les for presentation of finan­
cial results for the coops in the case studjes, so that their level of financial sustainability 
can be detennined. It is neither the intent to perm.it comparisons between cooperatives 
across business sectors nor to prepare a set of fixed comparison measures that would be 
appHed to all case studies. 11 is desirable that the cases studies be evaluated based upon 
their perfonnance on a series of measures for liquidity, solvency, and profitability com­
monly used for the specific business sector. Financial sustainability of the case study 
coop will then be determined through comparisons against target values that are devel­
oped by the CDO based upon the conditions in the country of operation. 

Methodology 
The fundamental tools of any business fi nancial analysis are the operating statement, 
sometimes called the income !>1atement, and the balance sheet. In some cases, the CDOs 
have developed their own financial reporting forms for these three tools. For instance, 
NRECA has adopted various modifications of the REA (now RUS) Form 7 for its over­
seas clients, and WOCCU has developed the PEARLS software which directly reports 
perfonnance ratfos. It is expected that these organizations will utilize their s1andard re­
porting forms. A set of generic reporting forms has been developed and is attached for 
the use of those organizations that do not have their own. 

Once the data has been collected, it must be consolidated and analyzed. Development of 
key ratios based on data from the reporting forms is nonnally the method used for pre­
senting a consolidated picture of the operations, and some standard of comparison must 
be used to determine whether a particular value of a specific ratio is good or bad. Useful 
comparisons can best be developed through benchmarking, or the collection of informa­
tion from a number of entities known to be successful and carrying out statistical com­
parison of ratio values of the test case and the known "best practices" organizations. This 
strategy wiIJ not be possible in this study, so the CDO's will have to establish benclunark 
vaJues based on their experience for the key ratios. Some suggested values have been 
extracted from the documenl "Analyzing a Cooperative Business" designed for grain and 
farm supply cooperatives and published by CoBaok in February, 2002. 

Attached are a series ofExcel spreadsheets that list the ratios, how to calculate the~ and 
the chosen target values for each. The spreadsheets are arranged so that the values of key 
ratios will be calculated automatically from data in the generic operating statement and 
balance sheet provided. Use of sector specific operating funns will require hand caJcula­
tion of the ratios. The forms are designed to be filled out in local currency, but in order 
that the results may be comparable regardless of currency variations, a second set of 
spreadsheets convert the locaJ currency values to US dollars~ and tJ1e ratios are calculated 
from lhe dollar spreadsheets 



Conclusion 
An effort has been made lo prepare a uniform reporting system for financial analysis of 
the cooperatives included in the case studies. This system should not be considered pre­
scriptive or fixed, and should be refined as the studies progress, though such modifica­
tions should be made in a fonnal manner, i.e. with notification to the desjgn group. A 
fundamental assumption in tbe preparation of this mechanism is that data required can be 
obtained, and it is anticipated that lack of data may well be the principle problem in its 
execution. 

Contributors to this analysis method include: 

James VanCoevering, NRECA lntemational, JrunesVnnCoe\lcring@\..VO\PU~c •c l:Um 

Barrie Lasure., Land o' Lakes, BRLasw~@J ndolitkes.corn 
Andrew Turner, World Counci l of Credit Unions, atymer@woccl!.O.(£ 
Tamara Arsenaul~ Cooperative Housing Foundation, T .Arsennult@rhfliq org 





Condo #1 Checklist · Cooperative Development Framework 

No. 

ATTACHMENT 2 
Cooperatlve Oe'lelopment Framework for 

Case Study, Condominium Number 1 

Choplna Street. Sopot, Poland 

Item desai tlon Cneckllst 

1 I. Governance 

2 

1. The coo eratlve has a clearl articulated mission. N 

As verbally articulated by the President of the Management Board: 

3 o to live In a renovated and well maintained teill estate. 

4 

5 

The Condo Implements this vision thro119h renovations of tne bulld/ng as well a~ 
thro 'h a 'mlzln t!Je cost and tEfli of man ement services. 

VerbalJ>t artfculated by the President of the Management Soard: 

o to provide qua//(y and cost effecrlve maintenance a/lowing to Increase the value 
ofprope1ty 

The property Includes 13 sepa!'i!te resldentiel units, out of which 1 are owned by 
individual owners and 6 iJre ovmed by the Oty of Sopot Total usable spade: 425.10 
Si uare meters,· rlvate owners share uals St%. 

3. The oooperatfve's mission and operations are consistent wltf1 
generally accepted international cooperative principles. ~ N 

Connrmed b the President of the Ma,,, ement Board. 

4. The cooperative ls properly registered and operates In accordance 
with local laws and regulations (that should provfde an enabling W N 
environment . 

The condo was estabflshed In 199~ based on provfsfons of the law on Housing Units 
ownership of June 24, 1994 (further referred to as 'VWL ". There Is no formal 

6 ~lstration procedures based on this act A Condo comes Into being starting with the 
moment of sale of the first unit {be It resident/al or commerdal) by the 'preVious' 
owner. In this case., untll 1995 the property {orlglna//y bv#t in 1920) was owned and 
IT'JiJnaged by the /Qcal government 

The Condominium has its own statistic number (REGONJ tax number (MP) and bank 
account 
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COndo#l Checklist - COOperatlve Development Framework 

5. Does the coop mlsslon reflect the member's Interests and needs? 

7 Yes (es confirmed by the President of the Menegemant Board In the course ~ N 
of Interview). Tho main need of the members is to provlds qua/II)' 
management at the lowest poss/bis cost. Afso, there are slfll Issues to be 
worked out with the munlclpallfy. for example wfl/1 regerd to the costs of 
cleanln of the surroundin area. 

y 

No separate act since not required by Polish law. 

Important note: condos may eSliJbllsh Internal By.laws (called "Condominium Statute• 
8 or ''Condominium Declaration? In Older to define precise rules of operation. UsuaUy, 

these document adopt i!ppflcable rules specified In the UWL. If Condos decide to 
change the UWL roles; a formal procedure !nvoMng iJ Nofrlry Publk: certification ls 
required. Studied Condo 1 has not passed a condo stBtute and Is governed diredfy by 

9 

visions of tfle IJWL. 

1. B laws address fixed terms or office for officers. N 

Based on UWL; 1 year tenure. Current President of the 80ilrd composed of 2 members 
has been presldl.ng since 2{){}(), When the munldpa/Hy withdraw from management and I 
the condo took over. 

2. By-laws dearly define the dutles of cooperative members, the Board and m N 
General Mana er. u 

Jo These are defined In UWL Although there are no formal By-Jaws, It Is quite obvious 
that membets ol the CLJndo Management Board know their responsibllftles well. 171ere 
are 2 members of the Boon:i. Condo hired a professional property manager (thfrd 

ll 

12 

y 

mere Is no requirement for quorum in condominium In Poland. UWL defines two ways 
a decision can be voted on: first, when a vote Is taken /n the course of a meeting, and 
a second one; with Individual voting by each condo member ('lcwerenda~ 
"oblegowlal"). In the second case, tfle Member of the Management Board meets each 
owner separately, Jn their apartments, exp/iJfns the rationale of the decision ond gets 
r:he ownt!IS' vote one man one vote"' tedm ue . 

5. B ·laws determine llow offkers are nominated and votrn rs conducted. N 

13 The C/JrldtJ took over management In 2000. There are 2 members of the Management 
Board and they are elected for a period of J year. Both people are credible to other 
owners so that the were re-elected each 'Cilr. 
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Condo # 1 Checklist • Cooperative Development Framework 

These procedures are a/so de/lned by tile UWL and dfroct/y applied by the Condo. 
Owners seem to know them well.. 

15 Owners beaJme condominium assodatfon members upon purchasing a tJnlt. 

There ls no room for an eligibHlty requirement under UWL. f t would be illegal. However, 
It st/// exists In ratlves In Poland. 

1. Meetfn s are o n broadl advertised and convened at least annuan • N 

17 Annual meetings are required by the law and held by the condo around March of eacii 
-ear. 

N 

18 No problems with participating In annual meeting af owners are eJtperlenced. Individual 
condo owners represent more than ~ shares In a common property (7 units). The city 
holds ownersh!. of the remain!. 6 units. 

3. General meeting holds democrat1c election of officers and opportunity is ri N 
rovlded for multi e candidates for o en osltlons. 

Every condo member has a right to become member of the condo management board. 
19 It Is quite common, also In other condos all over the Poland, thM the most odfve 

people are re-elected year by ~r, particularly If they are experienced In management 
and have enough time to spare. The same scenario ilpplies to Oise condo. There Is one 
leader (Interviewed by CHF consultant) who enjoys continuous support of the other 
members and hold President's 'tfon slna! ar 2000. 

20 4. Members determine how: 

2J 

22 

23 

24 

25 

No problems with basic maniJgement roles. Tlrey are defined In UWL ond applied 
direct/ . 

N 

As mentioned above (see point Bl no .separate written document exist or Is needed. 
Provisions of the /iJW are a /led directJ . 

• Significant llabllitles or disposition of cooperatJve ass-ets are 
undert~ke.n and a roved 

Condominium owns no assets since It Is not recognized by law ilS a legal entity. Owners 
own their units ond co-own with other members an undlVfded share In common ar&3s. 

• Dissolution or m y 

I to our condo. 

y 
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Nelftler UWl, nor any at.her Pol/sh nnenclal leglslation requires nnancla! audits. 
Condomlni11ms In Poland are man8{Jlng their hou'Slng stock and are not considered 
sultafJle organizations for other business undertakings and not even recognized as legal 
entitles (coops or regu/e1r associations i1re a different matter). Therefore tfle Jaw does 
not define an obllgatlon to hire an aCCOtJnt8nt; ro keep the books or audit them. We are 
fol/owing various flni!ndal procedu.res, but doing it In a much simpler manner. 

Tile condt> uses formi!I budgeung and financial reporting tools prepared by its 
management company (e»py of financial statement for 2002 is attadled). Q)mmon 
property expenses do not show ce.1trol heaUng or central hot water expenses because 
owners use lndMdual cas burners. 

5. Members understand basic business operations of a cooperaU11e; can y lm1 26 make dlstlnctfon between cooos and other business forms. 

Does not aoo/11. 

27 D. Board of Directors 

1. Board decisions are consistent wlth C}enerally accepted lnternatlonal rJ N coooeratlve PrlnciDles. 
28 (This respondent): Board decisions are certainly consistent with generally accepred 

Polish prfncfples. We are not sure whether we should compare this to lntemotioniJI 
rules as C011dos In other coontrles may have different omanuatlonal and legal status. 

29 2. The Board llmlts itself to: 

30 • Setting, reviewlng and modifying organlzatlonal oollcies l'J N 

• Establlshlng strategic and financial plannlng objectives 

The main Issue here is planning further home lmprovemenG for common 
areas of the bulld/ng. The boilrd hed to leam ways of making 
recommendations and dec1sions In these mi/tters. So far, iJ loan was taken 
In June 2001 under program fnvolvlng gm/nil and private bank BBG (now 
Mfllemlum). Renovations lnduded: roof1ng (very time/YI Roof collapsed just 

31 betbre the project was st:arted!}, replacement oflnterlor pipes In chimneys, w N 
restoration of stained-glass windows,, restoration of a portal above tne 
entrance, installation of domestic telephone set systern replacement of 
l'l!rtlCill lnstal/atlon of cold water. Repaymerrt terms: 2.5 years, 29 
payments. Gmlna is providing coverage Its share of expenses plus 
addltional/y, 100% of Interest durif1g year 1, 90% In the second year, and 
75% in last 6 months of loan repa}ment Al tNs time, we are getting dose 
lD ret:J8Yment. 

32 • Representing the Interests of the cooperatiVe to members, ~ N authorities and the general public 

33 • Reflecting the Interests and concerns of members ln the decision· ~ N maklnq process 

34 • Hfring, monitoring and evaluating management In acmr dance with ~ N coooeratlve oollcles r:>lans and iob descnotlons 
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Condo #1 Checklist • Coopefatlve Development Framewo~k 

In this condo, an ou&de flrm is engaged to provide It Is too early to say that tire 
managemenr board has an effective tool for manltorlng 11nd evaluating the 
management company. There Is a 5/mple evaluation done at the end of each year-
esoecla//y With recard to comoletlon of annual manaoement o/an, 

• Oversee acquisition and presel'Vatlon of cooperative assets m 3S y 
As mentioned before. there are no common ass:et:s. 

36 • Preserve the coooeratlve character of the oraanlzatlon y m 
• Assess the cooperatlve's performance 

37 We are slowly getting used to doing this. Today, condo members appredate r; N 
the In vestments done so far and are proud of /low the bllllding now looks 
/Ike. 

38 
3. Board members serve In a volun"tary and unpaid capacity. (However, they 
may be reimbursed for costs associated with Board service). ~ N 
All boord members serve as voluntee~ 

4. The Board ensures the timely publlcatlon of agendas, minutes, financial 
~ returns, audit reports and any other materials required by laws and/or by- N 

39 laws to oromote cco.oeratlve acc:ountabllltv a.nd transoarencv. 

nits Job Is done by the property mafJiJger. GeneraUy, everyone is Inform¢ and so far, 
there were no comJ)/aJnt:s. 

5. The Board ls composed of elected members and/or llmlted numbers of 
l'.I 40 non-elected or advisory members appointed under by-taw guidellnes. N 

(Government officials do not setve on the board). 

6. Board meetings are announced well In advance, are conducted in rl N accordance with coooerat1Ve b'f·laws and are open to members. 
41 Every condo member Is welcome to partld/]8te In management boatrl meetings. The 

Condo ts open to the partfdpation of regular condo owners within every-<lay decision 
maldno-orocesses (even more so than reoufred bv UWLIJ. 

7. Board members do not engage In business or activities placing them In 
~ 42 direct cornpetltlon with any buslnesis unit or service offered by the N 

cooneratlve. 

43 E. Board Officers 

4'1 1. Chairman 

45 • Sets meetlnQ aaendas rJ N 

46 • Ensures Lnformatton needed bv the Board Is available 

"' 
N 

.:17 • Facilitates dellberatlons of the Board l'.4 N 

48 • Ensures that decisions are taken and recorded In meeting minutes ~ N 

'19 2. Treasurer 
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mere Is no treasurer among the members-of the management btRrd. Finanda/ worl< Is 
done by tht management compa11y and/$ approved by the president of m;magement 
board. 

• Ensures that cooperative accountants keep aa:urate, up-to-date 
so records of all Rnanclal activities and provldes written flnanclal reports ~ N 

each month to the Board and annuallv to coooeratfve members. 

51 • oversees the compliance of financial records to audit pr-ccedures and ~ N QUldellnes. 

52 3. Secretary 

• Keeps thorough minutes of coopetatlve meetings (records of y ~ member'S present date place who presided conclusions, reoorts) 
53 

There is no secretCJry in this condo (It Is too small). Meet/ngSt etc. are 
organized and Information manaoed by the outside management comoany. 

F. Manaaement 

This Condo hired a thirri party property management axnpany (called '~ATPOL ?. Until 
1995, PA TPOL had the staws of gm/~ s organ;zattonal unit but when the City of Sopot 

54 
went through the first patt of Its rsstl7.ldUrfng process, communal housing stack 
management was privatized. Then PATPOL won the bid and now operate5 i!IS one of J 
prfvate property management companies that provide managerfal services to 
communal properties (I.e. btJUdln9s owned 100% by gmina). PATPOL also manages 
condominiums In Which gmlna has only a shiJre. Usually, gmlna prefers to have such 
orooerties man?l!led bv the same wmoanv t/lat manaoes Its units in condominiums. 

1. Manager formulates both short- and long~range operatlonal plans In ~ N comollance with coooeratlve ooals ~nd obiectives. 
55 

771ers is only a single year operational budget (altiJcfled separately for 2002), It is 
develofJl!<I bv PA TPOL as condo's;;, ;:;.-;z,cfy manaoement comoanv. 

56 2. Manager faclllt.ates and enS\Jres that employees perform their functions as 
~ N described' In lob descrlotfons. 

3. Manager has draft:ed written policies and procedures for employee 
IE conduct and performance; policies and procedures are made readily y 

available to cooo members and staff. 
57 

No form<JI written procedures were developed sr; far. CHF consultants Introduced the 
Idea of Total Quality Management system during a property management conference 
held In SoDOt back In late 1999. So far: such Procedlltes were not develoDed. 

4. Manager ensures that cooperative employees are adequately paid Wittlin ; N cooperative guidelines. 
58 

Compensation received by employees of the managwent company see.ms satisfactory 
to them. 

59 5. Manager establlshes and communicates dear standards of performance y m and reoularrv evaluates emolovees accordlno to these standards. 
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Too demanding for the level of de1-elopmer1t of Po/;sh property management 
comMnfes. 

6. Manager Is clearly accountBble to the Board with respect to organizational 
m pollcles, plannln91 etc. Manager attends Board meetings and presents N 

60 detailed ~ratlonal and financial reports. 

Board meet/nos .usua/lv toke a/ace at the w1 ~= ~y manaoer's omce. 

7, Manager is entrepreneurial and provides leader5hlp for group-based 
61 business activities. l'J N 

Condo membets seem satisfied wltti the firm. 

8. Manaoer has procedures and precesses for managing risk. y ~ 

62 These are fnformiJ/ (not written), since the condo Is small. We a~ ta/king about basic 
procedures that enable property manager to manage risk relared to property 
manaoement 

9. Manager ls accessible to cooperative employees and ably addresses 
m 63 individual employment concerns (e.g., educational and career development, y 

relal:lons with other emoloYees). 

10. can the Manager get the Job Done? L'l N 

64 Jn most of cases, yes. There are few problems pending, mostly legal Issues, and the 
manager should get advice from a lawyer to resolve them. He does net, and excuse Is: 
he cannot afford It! 

65 II. Ffnanc.e 

66 A. Planning 

67 1. Annual Budgeting 

• A regular budget process Is developed and Integrated Into annual ~ N ooeratlno olans. 
68 Tiie property manager (PA TPOl) Is responsible for developing drafts of anrwa/ 

operational budgets. They do It in 8 proper manner. a copy of nnanc.'a/ statement far 
vear 2002 Is at:tacfled to tfle re11ort. 

69 2. Lonct-Tenn Flnancial Planntng 

• The cooperatlve's Song·rerm financia l planning addresses sources 
and allocation of capital that Is consistent with competitive strategy 

70 
(I.e., plannlng favors Increases In co:>perative's net worth and the y Im volume of cooperative business). 

The condo manages Its housing stcck but does not carry out other economic 
CJctfvity, 

• A business plan whose sophlsticatlon Is correlated with the 
71 significance of the Investment of lndivldual members has been y m 

oreoared. 

72 • Non-member business Is handled foUowlno ouldellnes determined bv y ~ 
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c.ooperative bv·laws. 

73 B. General Accountlna 

1. The coooeratlve has a bank aca:.unt tn its own name. C'J N 

Our condo was obliged to open a bank account In partner bank BBG In order to repay 
the Improvement loan. Pol/sh /ew (UWL) demands that a condo makes oil Its financial 
transactions through a bank account although It Is not dear whether iJ condo has to 
have Its own account or It Is enoug'1 that It uses other iJCCOunts (e.g. one belonging to 
its management compeny). 

74 As is usually the case, there are lwD bank accounts opened for our condo. The first is 
used for regular payments by condo ownetS (e. g. monthly assessments}. Amounts 
gathered are later used by condo f11dnagement board to pay varlovs maintenanr.e anti 
utflltles' expense$. This account Is also used for co/led/on of renovaUon filnd 
contributtonsjpuyments. From that account the loan ls belng paid off. The oti18" 
second aa;ount, Is opened only for the loan. Into that accwnt the Bank Is transferring 
loan payments upan ( 1) presentation of Invoices by a contractor renovating the 
building, and (2) approval by the O/y of Sopot and the condo manager. The bank Is the 
onlv entity authorized to make a transfer to the contnlctor. 

2. A full financial audit of the cooperative Is undertaken annually, under the y Ill 
75 suoervlslon of ouallfled acoountants aooolnted bv the Board. 

This does not aoo/y to Saoot condcmlnlums vet. 

76 C. Resource Mobilization and Management 

n 1. Member Eoultv 

• The cooperative has mechanisms In place to ensure that member 
~ N eaultv ls oronortlonal to oatronaae. 

This follows the law on condominium assodat/ons (UWl). A condo member Is required 
78 to part/dpate in CQverlng expenses of the ~nagement, maintenance and renovation, 

at the level Cr:Jl'respondlng tJJ tl1e rrro..mber's share In CDmm(){I property. 

There are legally defined procedures (managerli!I, financlal etc.) whlcll implement this 
/Mal obliantlon. 

• Members continue to own the coooeratlve. y ~ 

79 
Condominium Is not a legal entfty. Pol/sh law defines a condo association as a group of 
physical or legal persons that own unlt/s In the same real estate. A Condo amnot be a11 
owner becat.JSe It Is not a legal entity end this causes some problems. II iJ condo buys 
anything - It Is co-owned by all condo members, with co-ownership share proportional 
ro lndMdual owners sh~f'f! In the common orcrertv. 

• The cooperative maintains Its net worth·to-liabllity ratJo at a level v Im that Is consistent with prudEt1t industry norms. 
so 

The Condo does not perform b/Jslnes:s activltfes other tflan management orJts bi.Jfld1ng. 
It cannot be evaluated 1JS/ng business-related Indexes or terms applicable to entitles 
conduct/110 other ~s of economic adivtty. 
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• Equity ownershlp and voting control should only be held by the 

81 
current membership of the c:ooperatlve, and should not reside wit:ll ~ N 
Interests external to the cooperative. 

rhis condo keens l'Dtfng control within the hands of condo members. 

82 2. Eaultv Redemot;on 

• The rat.e of stock dividends In the cooperative should not exceed the 
83 5hort·tenn savings rate of the country where the cooperative y Im 

o~rates.I 

84 • Allocated equity Is distributed to members In proportion to member y m patronage. 

85 D. Audlbna 

1. AudltinQ ensures economtcallv efficient use of coooeratJve funds. v m 
86 ft /5 possible and happens sometimes that t3 condo hfres a third party auditor to survey 

current management of condo finances by the manager or management board. It does 
not aoolv to Sof)l)t vet. 

87 2. Cooperative audits generate Information relative to fUtlJre decision- y m ma kl no. 

Ill. BusJness Activities 

CONSULTAN'rS NOTE: Com:lominlums In Poland are not considered legal entities (as It 

8 
Is under Polish law). do not execute business activities apart from managing their 
housing stock. Therefore, most of the following Items are NOT APPUCABLE (NA). On 
the other hand, home Improvement actMtit?S may be understood as "business actMty. " 
rheretore, In answering some of business-retat:ed questions beloW; we are providing 
tlefJerlc answers rather than SoDDf•case str.Jdv-soecfllc. 

89 A. C.OOoeratlve start uo or new busiiess activities 

90 Coooerative has: 

l. Sound feaslollltv plan for lbi ecoromlc act:Mties. ~ N 

When a condo plans to proceed wit/I a 1?!110VOt/on project relating to lts common areas, 
the first thing ls to have a condo resolution for Improvement voted upon. Next step Is 
to find a contractor (throug.h formal or lnfonnal bidding} and have him prepare a 

91 detal!ed scope of work and cost ca~ulatlon. 

Next step is to develop a financlng plan. A condo has to: (1) guarantee an up-front 
poyment of 10% of total renovation costs (TRC), (Z) get gmina '.s' approvul for the 
fmpro•-ement and Its promise to repay Interests on the loan; (J) the bank needs to 
aonrove om/na as partner co-finandn<J the Investment 

P<1ge 9 

Clamm1mt: it' wld ,.. '" pfblt • 
vwllhtv mea..,-c •PJ"l<IPO•I• to I.he 
Countt)l .. hc"' tllc ooep llpcntZ-'I 
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92 

93 

95 

96 

97 

2. Marketl member recruitment Ian for Its business. N 

When a condo develops i1 financing plan for a contemp/'1ted investmen~ there are a 
few options to choose from. One option Is to finance Improvements through so called 
special assessments (an owner pays his/her share In the investment with cash). The 
other Option is to take a loan and pay it (Jf(wft/1 regular renovation fund assessments. 
Gmina acts d!ffere11tly and usut:l/y pays off its loan portion through a direct transfer t.o 
bank (In another words: tfJe money does not go through condo's bank account but 
directly between gmina and bank). In order to use a home Improvement tax shelter, 
CtJndo owne/S who are phys/cal pe~-sons have to ha11e proof of trt1nsmr of money 
spec/llca/fy In«> condo's bank aCC()unt, not contractors or bank's account 

In case of this condo: two owners (oue of a total of 8) decfded to take a loan In a bank 
other than BBG. According to the President of the Board, both of them refused to 
partfdpate In BBG loan prog1am ar.d preferred another bank. One of the reasons given 
by them was that BBG did not treat them as professlonal/y and d/ent·frfend/y as a bank 
shoold. The bank dalmed that these two owners did not meet bank's requirements and 
would not be e/'4 'Ible for a loan an -a • 

y 

In case of this condo, there Is a sulflclent membership base to operate In an effident 
manner. Not many people are wllllng to become Involved fJS members of the 
management board, blJt stfl~ two oWf1ers th.Jt are CJJmMtJy actively involved do a good 
'ob 'for the bu/kit. 11nd fhl! condo • 

5. Sufficient business transactions by potential members to operate 
rofitabl . Yim 

N 

711e street where this condo Is located Is dose to the major and Pol;md-famous street, 
called Sopot "Deptak" ("the MaU"Jr In atei1 called "lower Sopot~ close ttJ the Sopat 
beach. The street was Identified by Oty authorfties as a ''priority" for renovaUon and 
reL4tallzatlon programs. Comme~lal space rentals (retail offfce etc.) are not as high os 
on the Mall, but residential units are recognized iJS valuable and a good place to /Ive. 
From resident/al st8 o/n the c:ase condo's location Is undoubted/ com t/tive. 

N 

Medium lowM than tl'ft: Mall '/on w/tfl ;ts surround/n • 
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B. Suooes:sfullv transitioned from voluntary to professional management. v m 
current management finn owner, Nr. JP, used to be Sopot gmine employee untf/11995, 
working in gmlna owned organlralional unit a/led ZGM. In J 995 gmllla prt'viJflzed the 
management of communal hOf.ISfng stock and 3 companies were formed, mostly based 
on prior communal employees. Ot1t of tfle threer the company led by Mr. LP was 

98 s~ected to provide the menagement. So far, unfortunately, not much has changed as 
far as quality of service Is concemed. It Is less expensive for the condo, but mast of 
''bl!d old habits" c/laracterfstfc for a comm1.J11al manager st/H retnilfn unchanged. 

Condo Owner:> currently consider changing the management company once again,, and 
selecting a new one that Is not related tD "old' stroctures and quite separate from 
amlna offJCe. 

99 B. Ooeratlna coooeratlve 

100 1. Rate of annual Qrowth ln roooeratlve members. !mt 
101 2. Percentage of members dol1g business with the moperatlve: rm 
102 3. Percentage of growth In: 

103 • Assets ~ 

104 • Business volume rrm 
105 C. The cooperative Is slgnlficaot to the economic sector in which It operates y Im (e.Q. 6-15% of turnover in the sector). 

D. The coorierattve Is imorovlnq the local c:omrnunttv where It operates. ~ N 

Dennitely, this condo improves local environment and tfle ccmmunlty (inc!ud{ng 
Improvements to the qual/ty of housing stock and Ol'ganlzatlonal changes in t//e city's 
mantJgement structJJres). rne condo pl.ans to Implement further projects, takfng motr! 

106 Improvement IOtJns. This contrfbutes to Improving the outlook of the btJildlng, and 
fUrther, contributes to the well-being of t/Je city and ;t;s residents. 

Major improvements to the local community achieved by this Condo have shown that 
people can take active care of their common properties, a:m /mpleme{1t renovations, 
can look for reasonable nnanctng, etc.. All of this can be done nor just waiting for the 
omlna to do everYthlno - /Ike some other condom;n/ums do. 

E. The cooperative Is Increasing the economic welfare or Its individual rJ N members (e.g. increased orofit based on business volume). 

107 
n11s Is definitely true when we consider the price at which an owner sells his unit after 
improvements t!lre completed. ft Is obvkJus that the Increase In value of the whole 
property has a positive fmpact on the value of Individual units. Well planned, well 
organized and completed Investment projects Increase economic welfarE of Individual 
members. 

108 G. Cooperative gains solid flnanclal record In a llmlled number of types of y ~ business activitles Drfor to diversification 
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Condo #1 Chec:kllat • Cooporatlvo Devolopme11t Framework 

H. Primary cnoperatlves are linked through secondary or other structures to I V rm Increase business volumes and efficiencies 
109 

There ls no need for dividing tfJe case condo into a number of condos ~ding tfle 
small size of the bulldlna and few awners (JJ'OUD/no the conda. 

110 fl/. General Measurements 

1. Are Members Satisfied? 

• Value of Cooperative 

• Willlrlgness to Commit (patronage, equity, products, serve) rl N 

111 • Leadership 

• Direction 

Today, every condo member but Of1e Is actively fnvo/lted In the management process. 
The one who is not, Is a/Ways ';Jg11inst' somethfng or other and by now condo owners 
oot used ro it. 

2. Trust 

• Between Board & Management 
~ 

Among Members 
N 

J12 • 
• Between Members & Manaaement Team 

Oefinil.e/y there ts a degree of trust between condo members and t11e management 
board. The well olanned and OJ'Qan/zt!!d lmD1tJvements orove it. 
3. Transparency In Governance: 

• Decision Process and Rules are Oear ~ N 

• All Plavers Understand Process and Their Resoectlve Roles 

Since the condo does not perform other business sctfvlf]t, managemef1t of the condo 
association and of common property is not overwhelmingly romp/ex. There Is also 
valuable osslstilnce of the City officers when Implementing Improvement Investment 

113 
projects. 

The management boarri members understand their roles well ilnd there are presently 
flO cont/lets within the organization. 

There Is some friction between the Condo IT18nagement board and Sopot City officers 
responslble for housing. An ~p.'e of such conflict area Is the responsibility for 
deaning the green belt surrounding the !Jul/ding. As this Is gmlniJ:S- land, not condo~, 
the C011do requested that gm/na bears the costs related to deaning and maintenance of 
the area. However, Grnlna tells the condo owners that they are the ones using the land 
so they should cover the costs related l1:J tllfs piece of land. 
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4. Coliaboratlon Across Cooperatives 

• Coop Associations ['] N 

• Abllltv to Learn from Each Other 

Manager, Mr. PL, complained that there Is not much assistance aval/tJble to 
condominium member.;, especla/ly free-of-chsrge assistance. Ind~ there Is no formal 
condo ossociatlon in Sopot. Tire CHF-CDP C1J11sultant encouraged condo members to 

11 ~ participate fn an Internet fvrum focusing on pradlcal problems of condomlni!Jm 
assocliJtlons. This consultant himself is often present as one of experts. The address of 
the forum Is: l?rtp:l/Wwwl. qazeta,o/lfoaunl790620.30353.190602.htmt?f=S2l 

115 

116 

On the other hand, good ildvisory job Is being done by tfle City of Sopot HOllSlng 
Department providing legal and orgCJnfzatJonal assistance to 8f1Y and all condo 
members wl///n9 l:D came and present their problems. However, using aSS/stiJnce 
provided by gmlna might be problematic in cases where thele is fni:tion between both 
nartfes (which Indeed. Is the NeSe11t situation: see comments above under 113). 

5. Organization "Culture" or Phllos:iphy 

• Open 

• Supports. Learning at All Levels 

• Need for OncioinQ Education: Manaaers, Directors Members. Staff 

Members of condo management board are always wtlllng to share their experiences 
with other condos In Sopot and all over Poland. CHF's consultant was hoste4 and 
tl'eated ff? a friendly manner and could erJslly find a person deeply irwolved f/J the 
management pro~ss to talk to. 
Mi!nagement Board members seem to lJe w/Uing to hear and learn about new 
techniques and management tools. CHF's consult2nt was asked many technical 
ouestions and was oleased to answer them. 

6. One.rates within best oractlces In Its sector ~ N 

In 1999 members of the Condo /tfiNH!Jgement Board partJclpa~ In a COl'lference 
organized In Sopot under USAJD sponsorship. The event was focused on how to 
provide qua//ty and cost effed/ve property management services, on mafJiJgefTlent 
privatization issues and on various rev/tallt.otion tools. Experts (indudlng earlier CHF­
CDP mff member) planned t~ conference agenda to be tile most sucr:essful 
educ:iJt!Of'Jill event. Many Pol/sh experts presented their programmatic experiences. 
There were also !Oreign ~perts Invited (e.g. from t/le Institute of Real Estate 
Managemene Ch/aJgo IL, from !REN Pollsh Chapter and ;15 faculty members) and they 
made the conference even more valuable to those enrolled. Practtcal Improvements 
made Jn managing the case study property, as well as many other Sopot CfJl1dos prove 
that CDP and other USAID-funded activities in Sopot /lad, Indeed, disseminated the 
best f)('ad/CJ!s of the ;;,-;;;;,:,'"fv manaqement lndustlY. 
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No.. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

ATTACHMENT 3 

Cooperative Development Framework for 

Case Study, Condominium Number 2 

Czyzewskiego Street, Sopot, Poland 

Condo Nlllnber Two: Checkltsl and Explanations 

Item descrlDtlon 

I. Governance 

A. Mission/Goal 

1. The ooooerallve has.a clanrlv articulated mission. 

VerbeQy arllcu/aCed by the Presldtmt offfle Managatn6nt Board, fhtt cDndo vis/on Is to livo fn a renovated 
end \Vflll mtJ/ntained THI eslato. The CDndo achieves this vision throul}h ffW/(afiZ8tlon of tile blJHdlrrg and 
ad/aoent land, and through efl'actfva Internal management. 

2. The cooperative hllls set business aoa.lsto benefit Us members. 

Vert>ally articulated by tho Preskfant of the Management 8oard to renovate fht1 building In a cosf-
effective and quttllty-kseplng way Bnd to m/Jlntaln the bufldlng wet/, basad on quaUty and cost e(fect{Va 
prlncftJles. 

3. The cooperanve's mlsslon and operations aro consistent wHh genera lly accepted fntematlonal 
coooeratlve orlnclnles. 

4. The coopen1tlve rs properly registered ant.I operates In accordance wilh local laws end 
MnUlatlons lthat should orovide an enabllna environment). 

There Is no format reglstraflon proa&Ss envisioned for condomlnTUms uno'er Pollsii Act OJI Housing units 
Ownership (Act ol June 24, 1Q94 - UWL). A cDndD stllltS tr> axts.t In tho moment when tf111 first unit (•Ith er 
rosldenfiaJ or commerc/6') Ts sold by Its 'previous' owner (be ft loco/ govemment, drweloper, or any other 
legal or physical pers.onllmtily). 

Esch canctom!rilum hes /Is own st1:Jsl/c number (REG ON) e la1t number (NIP) ~nd a bank account. 

5. 0099 tile coop mls&lon retied the member's interests and needs? 

Yes. rna b1.1Hdlng Is small: 9 p1111ately ownod units; all rmfd911l/at, total of 816.54 SQUare mat&rs of us11blo 
area. 

B. Coooeratlve Bv~Laws 

There ere no formal approved condo By-Laws, as Polish law doss not require it. The general rules are 
contained In tho UWL. 

CONSULTANT'S NOTE. a condo may establish intemaJ By-Lows (so caned Condomlnf\Jm Stature or 
Condominium Dec/araffon) wherein to daRn1t 111& precise rules that are described In Ille UWL Jn s general 
m11nner. A Condo 8fso may cl1ang& thase 11.Jtes but the law demands tha vote ID ~ not11t1zed bv a N.oterv. 

1. Bv-laws address l'bced terms of olrlce for officers.. 

This condo elects its T8presenlative for S year farms (al/01ved by IBW). There are no formalfy approvoo by-
la1vs (see above)_ 

2 By-laws clearlv define the ciitlea or coooeratlve members the SOllrd and General Manaaer. 

Although t/lere tJte no to1111al B)'-laws. it Is quits obvious that members oft/le Condo Boerd know thelr 
re:sponsfbllitf&s well. mere art! 3 members of the Boetd and they manege the property by th6msetves 
(1.e . wftlrout hired professional property mansaer). 

3. Bv.Jaws set ouorum reoulrements. 

l'J N 

l'J N 

£l N 

rJ N 

~ N 

y ti 

L'4 N 

~ N 
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T/lel8 /s no quorum requlfement in condomJ11/um 11w m Poland UWL delfnes two ways to Vote_ firs/. st 
the tr16ellngs, end second, through l11dlv/du1/ voting r kwerends•) when the MBtlBgement Board Member 
meots wit/I ownens Jndivldudy. [/l their apBJtments. explains the fdea involved, consequences of the 
dec/&Jonc. and g11ts the u.vnar's voto. 

4_ By-laW5 define e>ctraordlnary cimums!ances and procedures when cooperative members may petition I N 
12 tor general meallnas. 

Thfs rule Is descnbsd In UWL and there Is no need to have It Included In the Bv-lews. 

5. Bv·law& determine how omcena ere nominated and votlna is conducted. In N 

There are 3 m11mbers Of/ht! Mans9om11nt Boa1d1Vl10 werr1 electerl forU1a lfrst S ysarpeffod Then U1oy 

13 
wer& re-el&cted for the sooond penod {since this Is,, Bffl•N et>ndomlnlum, there aro no otf1er people wllnng 
to sl'laM their tlm&). Votfng proceduffJ Is described by th& low and it Is loJ/owBd clossty. In truth, nobody rs 
really re11dy to mSJ1age ttie properly (no 11/!ow/edgo, no oxparlenc•) so whM lhB aurrent Joan rs pa1c1-off. 
thtJ Board plans to hire a protessJr:nal property maneger. This wilt happen only 11 lhey ore able lo oover tho 
management f&e w/111 no Increase of Iha monthly pevmont 

6. Bv4sws articulate the Dl'OC8dure and resDonslbllillea or ll&neral meeUnos_ I rJ N 
i -4 

This /Jf'Ocedure is de1fned by the UWL 

7. Bv-laws define reoulrements for allalbll1lv for membe~ Iv ~ 
15 CONSULTANT'S NOTE: A condominium 1ssoclalfon is note legal entity und11r UWL There Is no room for 

11/lalblfltv f'fiaulremenl. Jn condos. ~ wootd be /Jleaaf attlloUah ft still 8Xi8ts In COOCJ8fllbves In Poland 

16 C MembBJshlo Meetlngsf Member Rest>onslbllille& 

1. Meellnlls are open b.-oadlv advertised and convonod at least annuauv. ~ N 

17 A11nu1J meetings Bf'9 requlred by UWL Condo own•~ used to moet every month or evctn more often 
daring the process of Tmplementaflon of lnvestmtmt project (I.e. renovations). No~r the111 is no ntHJd for 
.suc/1 meetlnas so thev f'oilow tho schedule dotarmlnod by UWL 

2. Annu11I meetings are B1l.ended b:y aranlncant portion of membership_ ri N 

18 In e bufldlng /h(s size, when 1tn annual lakes piece in one of apartments, as It ruts ell ownMs psrtlc/pata. 
The lflason Is that aJ1 <YWnalTi earn, but lf'lo otflor reason Is that no young people live In fire building. Ono)' 
ths eidetf'I who nave sl'Bl'B time to aat Involved In condo oct/llllles. 

3. General mee11ng holds demoenilfc eleo11on of officers and opportunity Is provided for mLJllple 
N candidates tor ooen oo&itlons. 

19 As stated by Iha PrssldenJ, Condo Mana.gtJmont Board would be •more than happy' to l1avu new 
oandldotes for volunt111y worl< and tnvotvem1J11t In condo ectMtlu UnforlJJnat8llJ, there are no now 
candidates s.s on/y the elderl1• Jive there. 

20 -4. Members determine how: 

• 
21 

Dlreclora are elected or ao1:1olnted fhced terms of directors Quorums l'l N 

Ell!Jllv. No orobJems with aoo!/callon cf basic mananamenr rules defined In UWL. 

• Coooerati•1e bv-laws are aooroved and amended y ~ 
Z2 

On lnfotm91 basis sfnce t/1/s Is e smell condo: no written documont Histing arntteded 

• Slanlncanl llabllllles or dlspGSillon or co0Dt1111Uve assets are under1ak!!n and approved y Ql 

23 Condomfnlum owns no assets. Thero is 110 ntted fo. No business actf'llitlas spelt flr:Jm prop11rly 
m1nagflmB11f aro und&ttsken. d fl ws.s nHchd to acquire any assets. the condo would oasily or911nfze tho 
needed procedure and aDDrove It If necessa,y, 

• Dls&0h.1tlon or meraer of cooperative ore handled v t3 
24 

No ntted for dissolution or meraer 

• Coooerative audito111 ara aooolnled y ~ 

25 
The consuitwnf noted U1at neither UWL, nor any oilier n11encJaf law In Poland, states the necessity of a 
flnano11I audit. Condominiums in Poland BnJ not cons~tttd-Sultable organlzelfons f'or business 
undartal<lngs (cooperatives or regwsr assocJatlons are much better suited). The hlw does not deJfne any 
obJlaallon to hir& an ocxountant to keeo books or to svdll them. 
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5.. Members underst11nd bale lluslness openitlons or a cooperallv&; e11n make dlsl1nc1lon bet~·111tn coo1>5 v and otl\er buslnesa forms. 
26 

Now memben; undMStsnd what 1 aorrdo 13 but 11 tool< some time and a lot ol traillfng lo absorb the 
chanoes /n leaal tmd oraanl:t. stioMJ/ environment lnl/TJdUr:ed In 1905 

'II D. Board of Dlcectore 

I. Boera decfslona are consistent with aenerallv acc.epted lntematlonal cooperative principles. ('I N 

28 CONSULTANT'S NOTE: Board decisions are cons/st11nt with aorrerally aCCfl(Jted Pollsl1 prtncJpl8$ as 
eNprasHd In WUL. We should notcornpsre them ID lnlor~tlonal rules as the condos lntematlonel/y mlght 
/11we d/"erent omanlzatJonsl and lea al stBW$. 

2. The Board Umlts ltsell to: 

29 
CONSULTANT'S NOTE: the Management Board does perform important property management functions 
The statement '?/mils ilulf' ls not the best one. 'Limits Itself' m&ans thel the board does nothing but this, 
Whfcl1 ls not fnJrt. I am assuming that "'Y' means t11at the board p&rforms s.per:lfied aclfWty (m0!8 or lass 
form!Uy) and w· means tho board dortS not do IL 

30 • Setting, rev1ewlng and modifying organlzaUonal policies ~ N 

31 • Estab~•hlng strate~lc a!ld firnincial plaMlng obfectives rJ N 

32 • Reoresenlina the Interests ol the ooooetative to membets aulhorJlles and the general public l'.I N 

33 • Renecllno the interests and concerns of members In the decislon-makino DrOOeU l'J N 

34 • Hiring, monlorfng and evaluallng manl\gemenl In accordance will\ cooperative pollcles, plans 
and lob descrtltlona D N 

35 • Oversea i!ICQulsltlon and oruervation of cooperall\le assets y Im 
36 • Preserve the cooperatlvo cneracter of the organization v m 
:fl • Assess the coooerallve's performance l1 N 

38 
3. Board members serve In a voluntary and unpaid capadty (However, they may be ralml>ursed for costs 
associated with Board ur'iloe). a N 
AJJ serve on voluntarv basis. 

39 4. The Board ensures the timely pl.bUcaUon of agendas, mlnlites, financial returns, audit reports and any 
other materials reaui'ed bv laws erd/or bv-laws to oromote cooneratlve accountabllltv and lransDarencv. N 

40 5. The Board Is composed of elected members and/or llmlled numbers of non-elected or aovrsory 
members aoool~ed under bV·law ouldeflnes_ (Government omclals do not s&Ne on the boardl. rJ N 

6. Board meetings are announced well In advance, are conducted in accordance wrth cooperative by-
~ N laws and are ooen to member5. 

41 
CONSULTANT'S NOT£: Ever; condo member is fnvltod to parllclpete In m1tnagement board masl/ngs. 
Th6 Condo Is even more open to p9rtlclpatlon of reguJar condo owners In dally decision ma/drlg proc:ass.s 
then required by /JWL For example, condominium es a whole approvos tt1e level of monff1(Y payments that 
owner.sere obflged to pay to the condo (a condo lea). Decision whTc/1 contrat;lor to choose rs ntcognized 
as the Managaroont Board's decision, nor the condo's (no rtaed to vote In lhfs case, fol/owing the UWL ana 
tile rulrts of the oM/ codeJ. 

42 7. Board memben; do not engage In business or acllvllles placing them In dfrect oompo!tlllon With any 
buslnest; unll or service ·offered bv ~he coce>erall\io. l2 N 

43 E. Board Oflicens 

44 1. Chairman 

45 • Sela meatlnn acendas n N 

4S . Ensures Information needed bv the Board Is avallable N N 

47 • FacUilates dellberatloos of lhe Board n N 

48 . En5Url!fi that decisions a1e taken and rooorded In meellnc rnlnules n N 

2. Treasurer 
49 

One ot tho members of the manaaemunt boatd. omerilJJ$ accoumsnt pJays ti 1e formaf role of lh11 traasunK_ 
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. Ensures that cooperall~ accouolanls lfeep acctJJ11le, up-lo-date records of all financlal 
50 a.ctlvitles and provide& vrritten f111anclal nJpOrts each monlh lo U1e Board an:l annually to 0 N 

cooperative members. 

51 • Oversees the compliance of financial records lo audit orocedures and ouldellnes rJ N 

52 3. Secretarv 

. Keeps thorough minutes or cooperative mee11ngs (record& or members present. date, place . y 
53 who oresided conclusions reool'l!I) 

Thsr& Is no secretary lh this conda (too small) 

F. Manacement 
54 The role of lbtJ msnsgtJr Is played by mombfJfS of the managemont board (lhtJ board of dlreclors}. No 

outside manaaement nnn Is t1na11Rsd to save on costs. 

56 1. MaMger formulates both ahort- and long-range operational plans In oof'l1pllance with coop01atlve goals 
N and oblectives_ 

6e 2 Manager faollltates and ensures that employe~ perform lhelr functions at> de$Crlb~ in JOb N descriotlons. 

3. Manager has drafted v.f1tten policies and procadures for employee conduct and performance: pollcle& y ~ and procedures are made readflv avaUable to cooo members and staff. 
57 

Na formal wntton procedures tre developed. Condo oparetlJ$ on an fnlormaJ b11sls, glVen fts small s\zo, 
and no outs/do miJllaaement Is fn110tved. No emalo1111es. 

4. Manager ensures that coooerat111e employees ilfe adeaualelv oak! within cooperative auldeJines.. t'J N 
58 

rhe f'D/e of a manaoer Is oJsyed by members of msnsaoment board {the board or directors). No employH$ 

5. Manager establishes and communicates clear alandl!lrds of performance and reJlular1y evaluale& y IM amolovees aOO-Of'dlnc to these standard$ 
59 This Is far too advanced, given the stego of devnJopmttnt or Po/lsh condominiums. Whlli Is: more. there rs 

no suclt practice even In the majorJy ofpro/OS$lonal properly msna9ementcomp1mle& aat/VtJ on the Po& h 
markeU 

6. Manager Is clear1y accountaole to the Baard Wllh respect to organlzallonal pollcles, planning, etc. y am 60 Mam.1aar attends Board meetlnaa and oresenl8 datalled operational and financial reoor1s. 

NA 

61 7. Mari acer Is entrepreneurial and oro~ides leadan1hlp for arouo-ba&ed buslne8$ actJlllUes. l'I N 

62 8. Manaaer has orocedures and Dft)cesses rOI' manaolna risk. v I! 

63 
9. Manager fs; accesslble to cooperathre employee.sand ably addresses .,dl~ldual employment concerns 
{e.g .. educ11tlon111 and career devek>pment, releUons with other omployeeo) v " No oml)Joyees. 

&4 io. Can the Manaaer oet the Job Doner r.a N 

65 II. Finance 

66 A. Plennfna 

67 1. Annual Budaatlna 

• A reaular budget crocus ls develooed and lntenrated Into annual ooeratlni:i Dlans • y ~· 

ThJs /$ too early a stage for condominium of this slz'1 to heVtJ e forme/ budgeffng process. Besad on costs 
68 from pr&vlous yur(s) tht1 Mana9&ment Boero e&llmalo$ tho Jswt/ of owners' paymenls (assessm&nts) to 

be used durfng the next year. Management Boord tra~ Iha Uquldity on a r&guJer basis and tr ti1ere is a 
problem, assessmrmts are Increased. The blJlJding Is e small one so there is (itffe risk JI1Vofved with tills 
kind of simple and not form11fized menoa"'11anl. 

ee 2. Lano-Term Flnancrnl Ptannlno 

• The oooperatlve's lon1>-term financial plano\ng addresses sources end alloc11tlon of capital that 

70 
Is conslst11t1I wlrti oompe11tlv~$lralegy (1.e., planning lovors Increases In cooperatlve's net 

v Ql wort11 and the volumo of oeooper.ellve business). 

Aa.aln, thfs Is a smalf IJuIJcRna, wfth Iha oldert'I /JvJna In It, so lonn /01111 p/annlna ls not tJ&fd much artunllon 
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to. Sf>ould bs morsl 

71 
. A buBlneK plen wtiose sophlstlcallon Is correlated with the &lgnllicance or the Investment or y I lndMdual members has been ornaarea 

72 • Non-member twslneas ts handled totlowlno ourdellnes determined by coooeretlve bY·laW&. v ~ 
73 B. General Accoontlnu 

1. The cooperative has 11 bank account In its own name. n N 

CONSULTANT'S NOTE: this condb was obflged to opon bank aCOOJJnl in BBG to setv/ce the repayment of 
fmprovemant /011n. UWL demands that a condo makes all of Its financial tnmsac/fons through a bank 
t1ccoun~ although it~ not cleerwhelher a condo has to havo Its own 11ocoutrt, or whefheritls ttl/owed to 
use another p11rly's account (e.g. th11l bolo.nglng to a third party managam1Jnl company). 

7• UsustJy, U'lere 8"1 two baJ!k aCXiCWnls opened for a condo association. The ffrst ls used to galher 1egufar 
P8)'men'4 by ownets (monlhtj• a.sHssm11n1$) whlr:/1 are latar used by Illa condo board to pay mtllnl1mance 
ood utJ/ffy exp1tns1ts. This account is 111$0 IJSfld for nmovalf-On f'IJnd asstJssments. From file/ aC{;Ount a loan 
Is being paid ofr. The 5tlCOnd .ccount Is opened only ror purposes of the loin. The bank tranmrs lnro tlltlf 
eccount the lot1n payments ~fVttd loliowlng presentation of Invoices by the contrsc;tor renovating the 
building, ar1d approved by the City of So pot end the condo mr1nager Also, the bank i$ aut/,orl%ed (as th• 
onlv enllLVJ to mako transfers from that account lo the C011tntctor 

2. A ftil flnBllclal audit Cl( the coo~allve Is undertaken annually, under the supeflllslon of qualified v ~ aceountanta &DDwnted bv the Board. 

CONSULTANT'S NO TE: Thttre ere examples of Polish condos IJ1at •re porformlng this klnd of flnanclal 
75 audits on an lnfomiaf basis, In Q/derro checl< out t11e q1J11/ity of nnonolef lSGrvfces provfded by tl1e property 

menager or th11 management board. Usual/y, a thfld party accountant or thtJ mt1n.agement company ls 
hfrnd t" do tJ1e job. 

However. this dofJS not aoolv to Soool condomlnlums Yet. 

76 C. Reaource MoblllzaUon and Manaaement 

77 1. Member Eaully 

• The cooperatl\•u ties mechanisms In pliice to e05Ure that member equity Is proporllonel to w N palronaae.. 

7S According tr> the (sw (UWLJ e condo mamber Is rNponslbJe end requfrod to pertlcfpete /n covering 
management, mttlntttnance 11nd renovation tJXpenses In fhe amount conformlllg to tl1• mtJmbers shat11 /n 
common pmperty. 

T11e1e are orocedures (mllllaaerlal. Wia11cfal) Whlab flJtfi/I t/Jls toge/ obliaatfon. 

• Members contlooe lo own t f\e coooerative . v Im 

79 
CONSULTANT'S NOTE: 8 condominium Is not a legal entlzy. ThtJ law do!ines a oondo es 11 9roup or 
physical or legal peISons that own uni/ls In ans lerger ru l estate. A CO/ldo cannot be the owner of 
enythfl!g. II a condo buys anything, ibis Is understood es co-ownership by 111/ condo membor.s, With Cir 
01Vnershlp share orooortionel to th& sh;,re in common prop!'Jlfy owned by Heh condo membBI'. 

• The cooperative malntalre its net worth-1.o-llabiltty rallo al o level lh!lt ls conr.istent with prudent y 
80 

Industry norms. 

Condo dottS not potf"nn busi11ess sctivltJes ap1Jrt fiom msnagerriont ofUu; bui1ding. It cannot be eva/llsl11d usrng businflSS· 
related fndeX&S or tenns. 

• Equity ownership and vot ng control should only ba held by the current membership Cll th a N cooperatllle and ahould not reside with Interests external l o the cooperative. 

81 CONSULTANrs NOTE: Altllou911 N lsposslhfe (In theor;J t/lat s condo sgrees to passing voling rfgllts toe 
lhfrd party or entity (in anolher woro.s, tfi et an lndivlcfUel ownur milke.s an extemal party th11 proxy of hisltrer 
Interests), It is very rere Ill Polish condo JndU&t!y. 

The case condo k.Hps \lotlna control WHJrln the hands of Its condo members. 

82 2. Eoultv RedempUon 

83 • The rate or stock dl\lldene's In lhe cooperatilJ& tihould not exceed the ahort~lerm savings r ale of v the countrv where the C()operan11e ooerate1 
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84 • Allocated eaullv is distributed to members In proportion to member patronaoe v m 
85 D. Audlllna 

I . Audlltna ensurn 1teonom101lly efficient use of cooperallve funds. .., rm 
86 CONSULTANT'S NOTE· As atstod abovo, ft Is possiblo and someUmas happens 111 Polond that a condo 

hlr-.s a third party auditor to ova~o curr91)t management of condo finances by rho manager or the 
mensaemant board. It does not sDDlv to Saoot vol. 

87 2. Cooparallve audlt.e i:ienarate Information retaUve lo fulure declston-maklna. v rm 
Ill. Busln1t&s Actlvftin 

CONSULTANT'S NOTt:; Condominiums 111 Poland do not execute ouslness octlvllias. Mcm of tho fol/owing 
Items or• not 11ppl1coble (NA) 

88 
If there ts s nood for business •ctil:ity olhor than monsg•m•nt and mafntansne6 of property. axpalts 
sdvlso condo m11mbors to register formally as an 11SSOciat/on (Which Is B 19{Jsl entity) or lo c/Joose some 
other legal form bBHd on tho cfltH r:ode, wlllcll faclfitatos undartaklng business sctMtios 

On the other hand, horM mant1g11men! and improvements may bo consfde~d 11 •business 11cthllty' so 
some or b11Sfness·rftl8'1Jd issues might be cons/de(Bd, even ff a condo is not 111-glll entity. This lssfJe Is 
baln11 dJscussod bv Pol/sh condo lndusttv. 

89 A. Coooefllllve start up or new business actMtJes 

so CoooaraUve has.. 

1 Sound fea&fbilllv Dian far Its economlc actlvllles. l'1 N 

CONSULTANT"S NOTE: As menOoned beforo, condos main ectMty la lo maintain Its property, Including 
tenovations (melt economic actMf)'). Wllen a condo jXana to proceed Wlth somo renovation regarding tile 
common property, ths filSI. thing fs to heva s vote on condo rosolutlon for lmprovemflnl. Then to lfnd a 
contt&Ctor (through ti fonnal or lnfbrmnJ bidding procttSS) and hovo him proparo a de/al/ad scope orworl< 
and cost ca/cl/lat/on for Iha pro/set. 

Ntt'ld step/$ lo develop 11 Rnsncfng pfsn. T11e condo has to guarantee payment of 10% of taiaf rt1nol/ttlion 
CO$fs up front. get the roonfcipallty's approval for ffle Improvom1111t and Its promise of lnterost repayrrHJnt on 

91 
the loan. Thon got the bank's approve/ for co-flnancfng the Investment 

The ca.so condo has gone through this process tvtlce es 2 loans we.re taken: Jn 1997 snd ln 2000. The ffrsl 
loan taken st BBG came from so c11H Small fmprovom•nts Program COi/firing less e>rl11ns/ve fonov11tions 
(total of 61,075 PUJ or $16,072 at S1=3.8 PLN oxcl1ango fat.) . Thtt condo pl)t up the down payment ana 
repays the loan owJr 3 ye1JT$ period. The municipality Is paying 100% 111tero1:.t during ~ar 1, 90% during 
year 2 and 75% during year 3. 

Tha second loan was teictm ftom th.& so called Rav/IB"ZllliOll program, which aHrJwad for larger lnvestmertt 
projects. Total renoV9tlon costs 11q1111/od 100,000 PLN or $28,684, wll/1 term of S ~ars.. Tho munfclpalif'I 
pays 100% Interest fflrough 3 years and than 90% tntenm In year 4 and 80% of Interest In year 5. 

2. Mar1<etinafmember recruitment clan ror its business. n N 
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In case·stlldy oondo, follr:1tVln{/ thorough dlsctJsslons owno~ did mu spprovo spociDl 8$SfJ5Sm&nls fo cover 
costs of the second, iBrger project, but took 1t loan cov&rtng 90% of Jmprovemant costs. Thi& loan IS 
cummtfy being ropald w1t11 m11nlcfp11/ conlrfbutlon.s as doscrlbod above. 

During disr:usslons telaUn9 to the /a ans, lh11 condo board slso considered the p0$S/bil!ly of r11ndng rmJ1J'1d 
60 square meters of space. separated In thr; basement oflhe building. TJlis spaC8 In not a 5.ftpllrate unit 
from lags/ standpoint but a part of common snta. The Board consldors leastna this space fn ordor lo dralV 
additions/ procaeds. Altematfvefy, the Board considers mal<lng addltionar changes in ordru to adapt tllfs 
space for rt1sid11ntraf use and s1111Jng It as part of condo pro petty. So IBr, however. nellh1Jr ar;tJon has fJoen 
decldad upon (leasfng commercial spsce Is seen as ralat/Vely unsafe, 1Jfven wesker focal economy and 
dlfffcuJlfes with evlcflon of burdensome tenenis and adBpfation required addlllonaf CO$fs thal fire owners 
are not reedy to put up). Alf these actions rrtflecl condo owners' otrorfs to search for crtJ1Jtf11tJ way.s of 
de11Jlnr1 Wllh costs of mBlr.t&nanr:e. The Board Is 11cJtvely cJtscusslon oplfons end $rto/<.ing support orlfuJ 
romelnlng 0Wn1Jrs ln order to fotmuJato a plan for t/10 tuWra. 

3. Comoaratlve advantaae over lie comDelltors. Y rm 
93 

Condo does not compete at tt1e mstket. NA 

4. Sufficient membe1ShlP base lo ooerate profllablv. l'l N 

This Is a small condo (9 unfts, average owner's 9QB: 50 years aid; avB1age of 3 reslr:kt11f5 per unrt: 
94 resfdMts represent a we/J educsted group with hlghf1r adllCStlon and relatively good lncomM of est 2,000-

3,000 PLN per unfi). Even so, lflera ls suffic/B11t membership base to opetate but not too many people are 
wWlng to seNS 9Ctlve/y 011 the mensgoment board. Still, tho threo owners Who are ar:tlvely lnvoJved as 
members ofthe board do tJ aood Job for Iha building and for tl1e oondo. 

95 5. Sufflcient business tranHctlons bv ootenllal members to ooerate ororrteblY. Y rm 
6. ComoeUflve location_ l'l N 

The street where case condo is- located In Sopot Is close to so called 'Daptak.' or "the Mall" fsmo1Js all over 

96 
Poland. The nelghbOJhood is r&eOQJllred es th& mosr desfrabfa to live. The sfffJet was g/lt&n "prforltY sfat1JS 
Tn the oily 's nmovatlon and 1'$Vilallzatfon programs. ti h11$ the llfghest level or r&rrts ror commerciBI spt1ee 
(retail, office etcJ. The cese condo has undoubtedly a vary comp6tfflvt1 location. Renovations V91}' 

posltlvety Tmpocl the va/119 of un/1$ so lhet wlltm condo owtlora decfdtt to sell. they Wiii surely benefit from 
Increased onces. 

7. Capacity to attract Investments. Vi N 

97 The nelg!Jborllood /fas a great potential to attract lnveshrnlnts. This is downtown Sopot emlf considered a 
very compeO!llle location. Tills 15 O/le or lhe ntasons why tho Board consfdtJrs renal of commercial spsce 
In the basemont. So far. nnaf dec:lsfon has not boan mschl andlortenom hes 1101 baen found. 

8. Successru11v transitioned from voluntary lo prolessfonal manaoemenl y ~ 

T/16 voluntaries man119/ng this condo do not SH l.hemselves as prof8SS/onal prope!(y mant1ge1S ano lf1ey 

98 
have no plans lo establish themsef;1es as such. All thrae Board members (owners) are elderly p&ople that 
ere ewaffl of tho feel ll1at thefr ab/II/Jn a.re flmilsd end that someday they will ha\le to shsm thefr 
responsibfl/tffJS with a fflirTJ party pr:rJp8J1y mansgemanl company. As they have told CHF'$ consu/umt unh1 
crimml /ilan from BBG/M///ennlum is paid off, they wi/J remain aallve In menag11m811/ pasltJOJ1s In order to 
nve on additional manaoement oosts. 

99 8. Oo.eralina CODDerCJtlve 

100 1. Rate of annua.I Qrovi1h In cooperative members. '"" 
101 2.. Percentaae of members dolna buslnon v.11h lhe coooerall'/8: m:'I 

102 3. Percentage of grovdh In: 

103 • Assets ~ 

104 • Business volume [ml 

105 c. The cooperative rs e!gnlficanl to Iha economic aector In which ll operalea (e.g., B-1 S~ of turnover 111 y 
the sector). 

106 D. The cooperillive I& lmprovin11 lhe local communnv wflere JI ooeratfUO_ L'1 N 
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Th,, condo donnitaty improvtts t11e surroundinlJ snd th,, community from erchltect/Jrs/ 4tondpolnt. If tbo 
bufldlno looks ahJon, w9't moJntalned, with nicety painted elevation. wall mafntaintd sv1ro1Jndlng area and• 
new tone.. U10 Whole nefghborlJood Jooka btilter. Hopoful/y, those lmproYof11'Jnt!'J will attract more touriats 
and more business for tho cily of Sopot. 

AccordfnQ to lntervle1Vod owneug, on ave111go1 owu ,,,,, last 3 y&ars perlod. unit pwchn• rates h•v• grown 
up In Sopot by 13.30%. This moans that Iha city's snd condo owns~ ttfforls to rnnowto local housing 
stock era yletdlng results: potonf/a1' Investors oro boQlnnlng to soe Sopot as a good place to Invest and 
when looking for spartme.na, S8rloosly CD.tt&td&r both Ille foc.Jtlon, Slld Ibo teclmfc11J condillon of tile whole 
property fr>at the unit ltstllf). 

E. The cooparauve -.1ncreasltig U1e economic we1rare or lta individual members (e.g. l11Creaeed profit 
~ N btised on business volume). 

107 Yes. See ebove. ThJs Ts true when an owner sens hl!sllutr unit follo1Ving completion of Improvements. It Is 
obvious thet condftion ol the whole property hes an Impact on value of lndillfdu111 units Wea plerined. well 
oraan1zed and compfetea lmprovemenl pro/e=ts Increase economlc welfars or fndf11fclua1 members.. 

10B G. Cooperative gains solid financial record ln a Umtted nurnbat of types of bl.siness nd1vllles prfor to v . 
dlltens.lflceUon 

H. Primary coopenlllvu are lll'IJ\ed through secondary or other structures Lo inc1ea1e business volumes 'y . 
109 and emclencles 

110 IV. General Measuremerils 

1. Are Memti.lrs Satl&fted? 

• Value of Cooperative 

• W\IUn11neas to Commit (palrona.ge, equ11v. products, serve) N 

• Leadership 

• DfrecLon ,., 
As descrlbad, ell condo rm"nbets 1m acttvoly lnvof\led In the management process although t/11$ mey be 
psrtly due to /he small size of the tu/fdlng. All condo members know ihefr leaders and maln18/n C'Ol'dlal 
dally relationship with thllm. There Is no third ptmy hired to tm1lntafn the propBrty or to do house l<etJp!ng 
Jobs. M such fobs am performed by ownBJS themselves In ordar to seve on costs. There is a clear 
(11.~t>ouol'I Informal) dfvlslon of responsiblllfles between ownors. For enmple, on& <YWnw ls responsible for 
sweeping tb11 hlJJI on the first troor Wh8THS another one do&S tlle ssm& job on lhtt stJcond troor; yet 
another 01Vner takes cere of the Qf3SS and green belt sunoundlng the bvllding. This ammgemtnl setves 
as Hample of lhs undetsfend/ng ,.ached by condo mambsrs who are INfiljng ta coopentta for the benefit 
of all. 

2. Truat 

• Between Board & Manageme11t 
N 

• Among Membera 

112 • Between Membeta & Manegemenl Team 

1nu11vlewed President of the MDneaement Beard r::onlfrmed tile elt)stence of trust ll61woen condo memb4trs 
and too mMegemerit board. Proof: well orgen~ed end lmpl111118ntfJd Jmprovema11t p11Jjects 1,,qutnng 
coNaboratJan with the city, ltlS wall 11s IVltf1 the benl<. Gomg tJ11oug11 planning, &pp.roval, ttnd lmpfftfflenmtion 
process.soften fTJqaired that the management acts on behalf of all mttmber.s. They could do ft because 
olher condo members trusted them lo do It well. 

3. Transparency In Governance: 

. Decllllon Process and Rutee ere Clear a N 

• All Plavers Understand Prooe" and Thelr Resoectlvo Roles 

113 Given than this condo ;s smell (to/el or 9 unff), ,11 mana_gement actions ore transparunl and •BSY to follow 
Since tJ1e <XJndo does not perform business acbvlty other tJ/811 manegement end msfntenance, the most 
d/fflcull eree to dos/ wllh ls organlzaffon 1J11d financing of lmprovementla11pl/BI renavaikln pro)eats. Valu11bJe 
11ss/stan04 1$ offered In this eres by City offlcets. 

Judging from the Interview by CHF consultant. the menegement bo1J1d of thf$ Sopol condo understood 
tholr roles weJJ. and no conlllcts wlthl'tl tho omanlutJon were noted (at lea5' aro prasanO. 
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4, Collaboratlon Across Cooperallvei 

• Coop Associations N 

• AbUllv lo leam frorn Each Other 

Condos often learn from each other. In fact. (he titlldlttd condo ( .•• slr8'U fl1J.I actually foUow9d the good 

114 
enmple of adjacent condo located at •. ~ Street #11, Which wenttluough reJIOl/'Stfons end comp/stedlrr; 
Jmpmvemants e8f'fler (both condo buildfngs cen be eaa/Ty seen on plofures). Given city's subsltmllal 
ln'/Olvernem in renovallon profec/$,. there were several srlkles In local press wlttt d$$Clfptlon of condo 
BKperloncss and the way they de art wifh their renovation projects. Thi& was a good metarial for leemlng 
from tn11 e1t,perloncs of oth8rs. 

However, there ts no formlll c011do BSS<>Ci•tfon fn Sopot. Good adVlsory service 1$ being offered by lfio 
CJly~ Housing Deplltmont. wit/ch provfdos l11g11J and OfrJW!fllllonel asslstanCtJ to condo members who 
seok iJ1efr aclvlCtJ. 

5. Organization •coture· or Phlloeophy 

• Open 
a N 

• Supports Leeming at All Levets 

• Need ror Ongoing Education: Manager& Dlreclora Members Staff 

115 T/ls CHF consutra/'11' was received tn s very frfondly m1mnor and was graciously hatfted by lhs president or 
tlie condo board. Other memb11rs tfJe consultant gpoke to we111 also dHp/y lnvoNsd In !he manegement of 
thelrorgamzstlon and wfllfng to talk about It. 

The Board members :reemad w/llfn.o to hear and /esm about new tochn/ques and modem management 
loots. Th& CHF conwltanf wo• s.sked many technical questions and was pleessd to t1nswer them. 
~moers of the condo msnag1ment board 3eem always 1vllling to share their experienc1ts with other 
condos. in Sooot ond all over the countrv 

6. Operates wll hln best oractlcea I 11 lls sector ~ N 

Deflnttety. Even though the Board '5 composed entirety or volcmttters who do not /Java professional 
backgr01Jnd In propedy mansg1ment, thlly 8T8 w/flfng to educate themsolves In order to do a good job. 

116 They started In 1995 with no llXper<ence whatsoever and sinca then, were ab/a to adapt to orgsnlt116onal 
chsnf18$, went able (0 plen snd Implement renovation pro/&ds Involving multiple partners. took loans snd 
conUnue to repsy thlJITI. Thoy doffnffe/'j bonentfld from training o/fored In ltde 1990's um1or USAID 
ftlndlng and coorlnue co search for l'Jdvice on t&chnlcal ls$ues. The greatest problem th11y SH is that of 
new leaders who will l11v& to tttke ovor onoo cu111Jnl (11/derlv} manaaer-ownsrs step down. 
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ATTACHMENT 4 

CDP-Poland Activities and Results 
(By Project Objective, June 1998~November 1999) 

Objective 1: Facilitating Physical Improvements 

No. Piiot Project Description of Activity Results , Gdynla: Though Intensive lrnlnlng program and day to day advisory 21 Improved unll.5 with l otal value of 
Constructed In support, the COP helped the owners to «eale a renovation lmprovemeotr. $15,709. 
1960, this building plan based on results of an energy eudlt that have been 

Financing from private sources: 100%. <'.Ontalned 21 completed for the blJ]ldlng. The audit was 1poos0fed by 
units. CDP. The soope of needed lmprov1unent1 Included: 

• Connecti'lg the building to the main high prenure 
heating pipe 

• lnstaUaUon or a new boller 
• Automatl~ adjustment or heaUog regulallon system to 

weather c:ondttlons 
• Replacement or electrical wire on the atalrwaya 
• Roar renovaUon (baaed on CDP's recomm&ndaUon) 10 

Increase tho lhermo-lnstJlalion qualities or the building 

Work was carried out In two r.tages. 

Stage 1 - tot.al value of work amounted S9,459; of that 
amount 

• G<fyola-condo association 1ook credit or 25,000 PLN 4t 
Gdynla Communal Bank (Bank Komunstny) and 

• Condo mambers directly contributed $2,703 

Stage 2 - tolal work value ol $6,250; of that amount 

• Gdynla-condo anoclalion look credit of 25,000 PLN al 
Gdynl.i Communal Bank (Bank KomunaJny) and 

• Condo membera directly conh1buted $3,571 . 

So pot: Through GDF training and itdvlso1 y support two Sopot 13 UJUls Improved; 9 units improved with 
Condos In 

condos 111ere asslllled In: corJj)lned value oflmprovemonls estimated et 
$65,000. bull dings . r.treamlmlng their Internal systems 

constructed In Flnanclng rrom private sources and Big Bank 
early 190CYs • dceldlng on the type of management Gdensicl (BBG). 

• prlorilizfng wllh regard to reconstruc:Uon (Note: Since loans were teken following 
projects. and conctuslon of the COP program. they ar• not 

• !ending under the city's Interest aubsldy lnduded In Iha table or non-USAIO capital 
prcgram fn partnership w~h the Big Bank 

scoessed under the CDP program, below). 
Gdans1<1 (BBG). 

2 Kutno: This 30- The CDP...adv18or recommended the ways tn which <he 30 unlb lmprovud with total valuo or 
unit bullcslng was rnanagl!.1 could Improve quaJlty of perfmmance. and Improvement&: $12,500. 
constructed In together with condo memben. wort<ed out • renov:illon 

Fln1nclng rrom publ tc sources: 80%, from 1965. 11 WCJl5 plan which s!llsfied the needs as they themselves denned. 
aslecled as I! The evaluation ol 1echnlcal condlllon of the bulldtng private 91>Utcos: 20% 
CDP pilot In (aponaored by the COP) was the &t8111ng point to create 
collaboratlon with !hat 1enovaOon plan. Carried out lmprovemencs Included· 
local Social 

Connl!JC:Ucn of ttle bulldtng wllt\ thtl Clly central hooting Housing • 
Association (or system, 
TBS), who waa • lnslaltatlon of a high per1ormance bodet, wilh healing 
(al that time) the regliatlon ey&1em automatically adjusting ta weather 
maneger Of tho oonCSl!lons. 

In 11ddltlon. lntertor l1allwavs and stairways were re-oalnled 



condominium. (eompleted In November 1999). 

3 WarS'aw- The scope of renovation carrted oul was much more 27 oo/ts Improved with total 11a/1Ja of 
Boremlowska: lfmlted than II could lul~e been. It lnollJded replacemim or fmprovamonts: S2.260. 
27-lJn!t bulldtng a hortzortal part Wllhln water lnGtalls(lon 

Fl.nanclng from private sources: 100% was coristrucled 
In 1956. rt was Oifroc:Olttee doveloped, 11owover, When a relatively 
selected .as one ln8)(pertenced young prlvale prop91IV manager who 
of folJr pllols man119ed the essoclallon (at the time) oppoaed 
because or the preparation or an annu!ll renovation pfen following CDP's 

e><lsUng (In-place) 11dvlco. 

Internal 
01ganlzatlonal 
61rucb.Jre. 

4 Warsaw- The assocla11on asked ror CDP's support In the dilncull 50 units r,.._oved with lotAI va:lllt! of 
Zakrzewsta: This process of asaumkig management r•ponslbUltles The Improvements: $2,00D. 
was a SCHlnit ma]ority of owners were not satlafted with the quality of 

Financing from prlvata source$: 100% condoml!Wm performance of munlefpal condo manager. COP adVisons 
oonstructad In walked the condominium owners lhrough the process ot 
1954. laking over management responslblt:illes, lhe selection or 

private property manager, and aeaUon of condo 
renovation plan based on the most urgent needs of the 
building. Training ror condo owners was conducted and 
cllCTerent ways of taking ove1 management rrom the 
munlolpullty ware pruen1ed. condominium Management 
was elected from among the mosl active condo owners 
arid later, the Board select!<! GESTOR company as 
property adlT'inl&tnllor. In May 1999 the condominium 
dec!ded to deal with the most Immediate safety concerns 
which relatea to gaa lnstallaUon ayatetn for the whole 
building. The llorlzontal gas pipe wau replaced In order lo 
pie..-enl possible exploelon and thus secure the Arety from 
eicploslon danger. Improvement Included: 

• Hortzon:el gas pipe was replaced . 

Fer the Zaknewska streo1 condo aaaociatlon, Iha COP 
eponaored carrying out or an enorgy audit wllh audit 
results serving as a basis for preparation or a renovalion 
plan The plan out!lned rurther work leading to the Increase 
In thenno-lstMstlon qual~les of tho building. The CDP 
advisor also aHlsted the Board In searching for ways to 
nnance this projecl, takfng ooventage oftherrnaJ.. 
modernization loan program sponsored by the Polish 
government, -and proceeds from the sale of adaptable attic 
space. Flnan~lng rrorn private aource& (up to 80% through 
credll and remalnlt1g portion from proceeds of 11t1ic epace 
sale) was expected by the end cl t 999. 

Objective 2: Training 

The CDP-Poland developed an original one-day in1ensive training program to facilitate implementation of pllot 
projects. The primary objective of the training was to lncrease general awareness of condominium owners of 
organizational, managerial, and financial Issues of condominium associations. Particular attentron was paid to 
ways to facilitate improvement of management methods and to the establishment of renovation plans. 

Activity Description Results 

Tha training course Included pre3entatlon cl the following Issues: By November 1999, over 100 

Beaic condonmium terminology 
people took part In rour training 

• sessions.. Participants '1ol1Jded 
• Owners' rights and respons.'.bllitles condominium owners rontl!f$ 
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• Slruciure of the condominil.ITl'5 autnorllles 
Orgaolzatlon and conducting ownn' 'Tleetklg and voting the re$olutlons 
Development and usage lf'le mnnagemen1 plan& (operalJonal, cuipltal, and cash now 
budge!) 

• Basic concepts or condo ac::ounllng 

Objective 3: Manual 

members of condominium Boards, 
and &laff of property managem1ml 
firms. 

The feedback received rrom 
training participants, and 1esult1 of 
activities undertaken by 
condominium a~oolaBons 
rollawlng partlcfpallon In training. 
prove lhe value ol suott seaglon~ 
es an elfeetrve tool to lncrea.se 
condominium ernc1ency 

The CDP-Poland developed one of lhe firsi such manuals In Poland - Manual for Condominium Owners. 
Activity Description Results 
The Manual for Condominium Owners setved as support 1n11terfal for CDP Training By NovBmber 1999, over 100 copies of 
session&. Tho manual addressed basic condominium Heter needs atid provided the manual had been distributed among 
Information e>eplalned In plain language. Chapters ol Iha manual are similar to the topics Piiot condo members. local government 
oulllned above in the the sGCflon on Training. officials and property managers. 

Objective 4: Non..USAID Capital AccHsed 

The following tables reflect (I) amounts already accessed and/or expended through CDP Pilot Projects for 
renovation works (capital and/or loans) and (II) estimated value of person-months of employmenC and 
equivalent dollar value of local gross income generated through home Improvement projects: 1 

l . Amounts AccessedlExpended 

Pflol Projeet Amount (zloty} Amoun1 USD ($"1-4 zl or 3.7 ll) 

Gdynia 70,000.00 16,209.00 

Kut no 50,000.00 12,500.00 

Warsaw - Boremlowstca 9,000.00 2 ,250.00 

Warsaw - Zakrzewsko Accessed 8,000.00 2.000.00 

Exp6Cted 200,000.00 50.000.00 

TOTAL 337,000.00 04.9119.00 

IL Estimated Value 

Person-Months Value of local Person-Months Value of local gross 
generatld gross Income generated Income genelawd 

generated 

EsUmaled Person-Months or 4.36 per unH SAll11mo (128'4.36) = 558 $8.481 =$2.68.398 
Employment generated through 
pilot projects 1128 improved 
units) 

I Based ou CHF's estimates, willl $481/mo used as dolJar equivalenl ofa gross monthly salary in conscruction sector. 
Sec B. CwcborsJca-Jones, Assessing Eccnom/c .. . , p. 10. 
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Objective 5: Dissemination of Knowledge and Experience 

5b. Dissemination of knowledge and experience of U.S. experts 
No V1P Assignment Addlllon11 Reeulls 

1 C•lherlna Rosenbery, member Made presentation ID represenlatlves of Polish • CAI made a donation or books to Warsaw--
of CAL September 1998 Urban and City Development Orfice, housing based CIM 

organizations end coodomlnlum population 
repr~ntatlves The focus or the prnentatlon wan 
modlncatlon of legal structure for tile Polish 
condominium aasocfatlons end presel\tlng 
recommendations based on US experience fOf the 
Polish Act of Ownersnlp modtocallons. 

2 Maria Rupp, property manager Worked for 3 week5 worked In l<Ulno to improve • Workshops conducted; 
November 1998 communication and relallon&hlp between property 

manager TBS Kutno and l<utno's condominiums. • VIP reported presonted; 
She aleo advised for Local Govemment AulhartUes 
in neighborhood City of tychlln. 

3 James Gl-.ilz, Vice Pres.dent ol Worked With the BIG Bank Gdal\akl (BBG) and the • Anatysls of BBG condo loan portfolio 
National CooperaUve Banlc (NCB), City of Sopot to review the loan condominium loan eo11ducted and presented to Bank 
Wa&hlngton, DC, FebM!ry 1999 subsidy program and portfolio or current loana. The representallves 

objective ofthls assignment was to recommeoo tha 
• Wort<shop CO!lducted pres~llng ways to replicate similar program throughout Polisn 

Cl~es and Increase avallablllty of founds based on cha11oogea faced by US-basl!l.Cf 
pubUc-prlva1e partnenihip. The COP Volunteer 11tso condominiums and cooperalt\'e$ 
advmed to the Polfsn Banking secfor how to modlfy 
loan products (Of the condominium In oroe.r lo 
define best loan collaleral smem. 

4 John Conlon, November 1999. Advised CIM on hou&log ploject memigament Areas covered by the consultancy to CIM 
Pre8ldent of Diamond Realty systems and merl<etlng or iln s.Vicas; conducted Included how to: 
Management firm, In Lalluam. NY, training. • Broker loans to condomlnJuma and 
which speolallzes In community cooperatives lrom flnanclal lnsUtuUons, 
association man.agement lor • Market the professional servloes of local 
oondominiums and homeownttrs Agencies lo SUpport Houslr~ lnlllattves 
associations In Northeastern New (AWIMs) 
Yori< St.ite. ORM ms a portro!lo ol • Assess opportunities for property 
25 plus community associations. management In market envlfonrnent 
ranging In s~ from 10 to 500 • Prepare 11 cheekfist to evaluate property unli. with a total combined value management performimce of over $350.0 million. . Prepare a case &looy utlllzlng U.S . 

fl)CSmples, Conduct a conference to prattont 
property management e><perlenoe and 
8lml1arllles belWeen Polish and U.S. 
condominium markets 

6a. DlsseminaUon of knowledge and experience at CDP Piiots 

Actlvlty Oescripllon Resul l'S 

Condominium As or 1999 ltie r&e<>rds contained 1,500 condominium fies. The 0- ln addition to direct lnfoITTJelion 
oarabue Base has already become an effective toot for mass malling and dissemination, a number of publlcaUona 

Information campaign. In August 1999, CDP'8 flnit database·baaed about program ach1e'lements In PoUsh 
lnform.allon campaign was conducted and 1nrormaflon about newspapers have been pubUslled. 
avaUable thermakn0derin2atlon loans set to 1, 100 condominiums 
assoolation~ lhroughoul Poland This waa the first acllVlty af this type 
In the country. 

condominium Together With Asaoclallon or condominium Aa~latlons (SWM) the Several AWIM dlrectcn toolf part. 
Consultation Point COP-Poland has created n Consullallon Point ln G<jynla. 
In Gdynla Col\SUltan\s were !rained to 11dv1se condomlniumir. free of charge, 

and each attending participant had 11 ch11nc& to earn about les~ns 
leamed during Piiot Project lmplementallon. 
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ATTACHMENT 5 

Big Bank Gdanski /Bank Millennium 

Condo Loan Portfolio Analysis 
(Based on Information Received by a Consultant to CHF International in May 2003) 

Part I: Background and Major General Andings 

Background 

In the Gdynia/Sopot area, three banks are currently providing financial services to condo 
associations: Bank Millennium {Big Bank Gdanski or BBG), Bank Komunalny (primarily 
serving the Gdynia area) , and Bank Pocztowy. Bank Millennium enjoys by far the largest 
share of the local financial services market, certainly with regard to services for condos 
associations. Based on available information, 80% of 672 registered Sopot condo 
assoc.iations are serviced by Millennium. This bank is also serving the city of Sopot. 
Operations of Bank Pocztowy are still very limited, but the city has been recen1Jy 
promoting thjs bank as another potential partner in condo lending. So far, one condo 
loan was issued by Bank Komunalny in 2003, with the city of Sopot participating through 
an interest subsidy in a manner similar to a lending program with Millennium. 

Getting a loan under the lending program requires close collaboration of the condo 
association with the bank and the city of Sopot. For the program to be successful, each 
partner has to know and understand its role. Condo associations are increasingly 
developing their skills rn condo management, even though they are still struggling to be 
recognized as attractive prospective clients and a market opportunity - by banks, 
municipal authorities, and local property managers. 

To facilitate development of condos. In 1999, CHF International placed a volunteer under 
the COP-Poland program. Mr. James Glantz, then Vice President of National 
Cooperative Bank, Washington DC, worked with the CDP-Poland team, with local 
AWIM, the city of Sopot and the Bank (then BBG} to conduct an assessment of the 
condo lending program and advise the bank and municipal authorities as to its further 
development. This very successful assignment resulted in a detailed loan portfolio 
analysis and formulation of a series of recommendations directed at the bank, at 
municipal authorities, and local condo organizations and assisting NGOs.1 Several 
workshops were held where Mr. Glantz presented the situation of U,S. condo 
associations, advised Polish condo associations, and discussed and popularized the 
features of the BBG-city of Sopot condo lending program. 

In the course of 1his case study, CHF International decided to conduct a second analysis 
to Include information for years 2000..2003 to evaluate progress and assess the lending 
model's importance and potential. 

1 James E. Glantz.. Condominiwn Development Project Volunteer Assignmcnt 2: /\ssessrnenl of Condo 
Loan Prognun, February 14-Za, 1999, Big Bank Gdanski, S.A., Cil}' of Sopot, Polancl Volo.uroor 
A~ignrnent Report . lnlemat CHP n1a1mial.s, May 1999. 



Macroeconomic Environment and BBG Restructuring 
As further background Information we would like to provide brief context of conditions 
making an Impact on lending: mainly the local environment and issues specific to BBG. 
Between the year 1996 and 1999, BBG went through a process of mergers and 
acquisitions which coincided with rapid macroeconomic growth fueling the demand for 
credit services. However, by early 2001 1 the GDP growth had been reduced to 1.1 % 
annually. At the same time, BBG had a significant Portugese investment, and between 
2001 and 2002 it underwent a process of restruclurlng of all of its operations. (It Is 
currently operating under a new name, Bank Millennium.) Some of the changes 
impacting lending were: 

• Reorganization of the branch network and implementation of a new market 
segmentation scheme, 

• Centralization of credit decision making within a single center and the 
development of centralized credit scoring and credll rating approaches, 

• Reduction In bank staff in order to improve efficiency. 
Unfortunately, during the lasl two years, slower economic growth combined with 
significant changes within the Bank's lending and operational processes have had a 
negative effect on the bank's retail lending in general, and its condo association lending 
in partlcular. 

Within the above context, CHF's study comparing the BBG/Mlllennlum data and lending 
portfolio between 1999 and 2003 rerlect significant progress and a positive tendency. 
For purposes of this study, the data Is aggregated on an annual basis and as a result, 
the data sets for years 1999 and 2003 are incomplete and cannot be used to compare to 
other years. However, the data for year 2003 provide indications of the current stale of 
Miiiennium's lending to condo associations. 

Indicators Used 
The following indicators were selected to assess the importance of condo lending to the 
banking sector: 

• Total number of loans 
• Total and average renovation costs, 
• Total and average loan size, 
• Average repayment term, 
• Repeat borrowing by condo associations' members. 

Detailed discussion is provided in Part II, below. 

Major Findings of the Condo Portfolio Analysts 

The analysis of the bank portfolio between 1996 and 2003 revealed three Important 
positive trends: 

• In 2003, the bank has refocused its lending toward the Revitalization Program 
loans, which are larger and have a longer term than the Small Improvement 
Program loans that characterized the portfolio until 2002. This shows that the 
bank ls willing and able lo take on more credit risk, having established that the 
condo loan program is profitable. 
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• Many condo associations have become repeat borrowers. They have either 
taken a second loan under I.tie Small Improvement Program, or have utilized the 
larger RevitalizaUon Program loans to make more significant improvements. 

• Despfte the economic difficulties and the significant Internal restructuring in 2001 
and 2002, BBG has continued Its partnershtp with Gmina and the condo 
associations by providing loans to condo members. 

Today, as a result of the lending program, the Sopot condominiums are: 

• More often considering taking out renovation loans to augment available 
resources; out of a total number of 672 Sopot-based condos. 164 (or 24.4%) 
took one loan and 15 took two loans. The number of borrowers Is steadlly 
growing. 

• More incllned to lend again: 15 condos have taken a second loan after paying off 
the first one. 

• More likely to share their positive experience In lending and the necessary know­
how with other neighborhood condominiums. From the bank's perspective, 
making loans to condos turned out to be a good <lnd safe business decision. As 
a result, the bank also gained confidence and developed a posmve approach 
focused on serving bigger condos, which need more significant financing for 
their renovation projects. 

Experience with Replication of the Condo Lending Project 

Considering the number of positive findings, the question remains why the lending 
program has not been replicated beyond the city of Sopot. Apparently, at different points 
in time, bank officers expressed interest In repllcat:ing this program across the country, 
This interest was confirmed to a CHF International consultant who met with bank 
management in May 2003. However, replication has not materialized. Bank officers 
explained that Internal reorganization between 2000 and 2002 was a major hindrance. 
There was no focused effort on the part of bank to assess conditions for expansion. 
There was not enough staff to provide the necessary background research and study. 
Another explanation raised by bank representatlves relates to the level of support 
received from local municipal authorllies. Given that the program involves three partners, 
the condo associations, the bank, and the municipality. The lack of interest is 
significantly weakening the c1ances of successful replication. In its preliminary 
assessment, the bank found that local authorlties in other Polish cities are not as Inclined 
as Sopot city authorities to engage in similar lending partnerships, even though this 
trend may be slowly changing (as evidenced by recent publicly available Information 
about creative revitalization programs enjoying support and participation of municipal 
authorities across the country.)2 

Part II: BBG/Mlllennium Bank Condo Portfolio Analysis (1996- 2003) 

Since Its inception in 1996, the BBG (now Millennium Bank} condo lending program has 
been relatively successful from the point of view of the bank. The lending to condo 

2 A series of articles published in Polish periodical "Miosto," February 2003, presents new ioi1iutives 
undcrt11kcn in 1hc city of Poznnn, Lublin, S:z.czccin, and SopoL 
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assoclatlons grew rapidly In the late 1990s as a result of both deliberate bank policy and 
rapid macroeconomic growth. However, in 2001 and 2002, the loan program 
experienced a temporary decrease as a result of a macroeconomic slowdown and large­
scale fntemal restructuring of the Bank's credit operations. The first several months of 
2003 show MilJennlum's increased willingness to provide credit services to condo 
associations. 

The biggest obstacle that the condo loan program faces ls that condo associations are 
not recognized as legal enllt1es and thus lending Is secured by the assets of Individual 
home owners. This makes the program fairly risky from the point or view of the bank. A 
big part of the bank's decision to continue with the condo lending program Is lhe good 
relationship with Sopot Gmina which the bank has built over the years. From a cre<:lit 
standpoint, the relative security of all condo loans is due to the municipality's 
participation In the program. In addition, Miiiennium (and BBG's) experience w ith 
disbursing and managing loans lo condo owners is also important. After 6 years of 
continuous lending, the bank Is better able to judge the risk level relating to loans. 
Overall, the fact that condo lending did not discontinue even during the difficult years of 
2001 and 2002 suggests that Millennium considers condo loans to be a safe and 
profltable investment underthis program. 

To illustrate our conclusions, we have attached several charts at the end of this report. 

Total Renovation Cos1, Total Loan Amount and Total Number of Loans 

Resulting from the real growth of the Polish economy and per capita personal income ln 
the late 1990s, the supply of condo roans Increased significantly with total renovation 
cost financed (see chart 1) and condo loans disbursed (see chart 3) peaking in 2000 at 
2.5 million PNL and 43 loans per year respectively. In 2001 and 2002, the economic 
slowdown along with the Internal restructuring of the bank's credit operations led to bank 
credit tightening and a decrease in demand for condo loans. 

Table 1. Total number of loans 

Year 211996 1997 1998 1999 2000 2001 2002 5/2003 Combined 

Small 1 39 18 27 43 28 23 5 184 
Improvements 
Program 
Loans 

Revitalization 0 0 1 a 3 1 1 4 10 
Program 
Loans 

Total 1 39 19 27 46 29 24 9 194 

Consequently, in 2001 and 2002, the number of loans disbursed and total amount toans 
disbursed to condo associations for both years decreased significantly: 28 and 23 (see 
chart 2), and 1.4 million PNL and 0.9 mllllon PNL (see chart 4). However, the first five 
months of 2003 show a positive trend Jn all Indicators and the year is on track to 
exceeding the total amount lent to condo associations for both of the previous years. 
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The reason behind the healthy trend In 2003 fs the number of larger, longer-term 
revital ization loans that the Bank disbursed In early 2003. By May 2003, the bank has 
disbursed 12, 176,850 PNL 3 

Average Renovation Costs 

The average renovation cost fallowed the pattern discussed In the previous sections: tne 
renovatlon cost grew in the late 1990s and then dropped during the economic slowdown 
and BBG restructuring In 2001 and 2002 (Chart 2). Due to the large amount of 
revitalization loans, the average has increased by 140% in the first months of 2003. 

Table 2. Average Renovation Costs 

Year 2/1996 1997 1998 199£1 2000 2001 2002 5/2003 Combined 

Small 27,242 41 ,472 59,655 84, 114 59,084 63,209 54,084 36,501 58,296 
Improvements 
Program 
Loans 

Revitalization 0 0 210,209 0 1071306 160,802 151,800 151,423 145,042 
Program 
Loans 

Total 27,242 41 ,472 67,579 84, 114 62,229 66,575 58, 155 87,577 62,767 

Average Loan Size and Average Repayment Term 

The average loan size grew considerably in the late 1990s and peaked at 64,901 PNL in 
1999. Between 2000 and 2002, the average loan size was markedly lower due to 
macroeconomic and bank-specific factors. The variations in the average loan size were 
mainly due to the fact that revitalization program loans were between 150 and 300% of 
the average small improvement program loans. By early 2003, the large number of large 
revitalization loans had move the total average of the condo lending program to 62, 7 45 
PNL compared to 52,704 and 42,905 PNL in the course of previous 2 years. The 
maximum and minimum loan size amounts followed the same trends as the averages 
(More detailed Information is available ln CHF lnternational's source materials). 

Table 3. Avera ~e Loan S•ze 

Year 211996 1997 1998 1999 2000 2001 2002 5/2003 Combined 

Small 24,435 33,681 41,622 64,901 46,382 50,141 39,187 29,597 45,039 
Improvements 
Program 
Loans 

Revitalization 189,644 95,610 124A62 128.423 1041181 114,608 
Program 
Loans 

Total AveraQe 24.435 33,681 49,413 64,901 49,593 52,704 42,905 62,745 48,625 

3 AJl PNL amounts arc in real 2003 P~L i.e. ure edJusted for inflation. 
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The above data shows an Interesting trend for the BBG condo portfolio. Throughout the 
period between 1996 and 2002, the large majority of the loans were made under the 
Small Improvement Program. However, by May 2003, the Revitalization Program had 
become the dominant program within the BBG condo lending program (see chart 4). 
Some of the key characteristics of the revital ization loans are Its high average loan 
amounts (see table 3) and longer loan repayment periods (see table 4, chart 5) 
compared to the SIP program. The Increasing share of revitalization loans shows that 
BBG is more comfortable in disbursing larger loans to condo associations. In effect, the 
bank takes on more condo-owner credit risk. The profitability of the revitalization loans is 
presumably also higher, alH1ough the bank did not release informaUon to show this 
conclusively. 

Table 4. Avera~e Repayment Loan Period (Term} 

Year 2/1996 1997 1998 1999 2000 2001 2002 5/2003 Combined 

Small 
Improvements 71 64 60 60 66 
Program Loans 

Revitalization 
Program Loans 

24 31 35 33 31 27 29 25 

Total Average 24 31 37 33 33 28 31 43 

From the condo association point of view, the revitalization loans, although larger, are 
more convenient because they are longer term, and monthly payments are lower. It is 
Important to note that the revitalization loans also use a more favorable interest rate 
subsidy which is an incentive to the owners to perform large condo repairs. The above 
tendency also shows that condo associations try to pay off their loans as soon as 
possible to reap the benefi1 of the loan subsidy guaranteed by the city of Sopot. (Under 
the partnership program, Interest is fully subsidized during the first year of loan and then 
decreases). 

The data above confirms the tendency of Increasing cost of investment projects 
undertaken by the condos. Condo owners reel more comfortable when financing the 
Investment with a bank loan. On its part, the bank is also more likely to give a bigger 
loan, based on the track record developed and the good experience gained in dealing 
w1th condos. 

Repeat Borrowing by Condo Owners 

By May 2003, 164 condo associations (or 24.4%) of the 672 condo associations In Sopot 
had taken out a loan with MllJenium. In addition, 15 condo associations were able to 
repay their Initial loans and become repeat borrowers to continue the improvemeht of 
their housing. This process also allows the bank to build its experience with lending to 
condo owners, although the loans are still collateralized by the individual condo owners 
rather than the condominium association as a separate entity. 
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Condo Association Size 

The number of housing units affected by renovation lending stands at 1,487. The 
majority (800/o) of Sopot condominiums consist of no more than 7 units per building. For 
this reason they can be categorized as "small• and an average number of units that take 
a loan, per condo, equals 7.7. The numbers show a slowly increasing tendency, which 
corresponds to the practice of serving slightly bigger condos which successfully 
participated in the lending program co-sponsored by partner bank and the city of Sopol 

Condo Ownership 
On average, the condo association had 30% municipality ownership and 70% condo 
member ownership. Interviews with bank officials revealed that BBG considers a high 
percentage of municipal ownership to be a better credit risk than a loan to condo 
associations without any municipal ownership. This fact is a consequence of the lack of 
legal recognition of a condo association as a separate business entity and the resulting 
individual lending approach that the bank takes towards condo association loans. Due to 
lack of adequate data, the analysis failed to reveal a connection between higher 
municipal ownership and larger bank credit. 

ATTACHMENT: CHARTS 

Chart 1: Total Coat of Condo Ranovatloos by Vear 
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Chart 2: Total Number of Condo Loans by Year 

-... ·--

r-11-
i::I: 

- -
::m: .. 

- .___ -
,_ -- 1- --,, • .. ,_ t- ,._ - -ff ,_ - ,_ ,_ 

I 
I 

2002 

lo Total Numt>er of Small Improvement Loana a Total Nuniler of Revitalization Loans I 

Chart 3: Individual Condo Renovation Coats 
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Cl\lrt 4: l..oan Amount a Disbursed 
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ATTACHMENT 6.1: CHF International-Adjusted NCB Rat.ios as applied to CDP Evaluation 
Condo 1 Located in Sopot, Poland for 2002 

No Ratio name and description Tarqet Condo! 
Balance Sheet Analysis Values and Calctilations Is the reauirement met? 
f . CasMiQuiartv ~ 

-

t.1 
(Cash+ Reserves) I Annual GroS$ Income 

> 5% "'(1.980.77+22,995.SS)/(18 ,31s .n +41 ,214.26) Yes 
(should be> 6%) =24.976.13/S9,533.0!'>o41 .95% 

~ Delinou.-v 

2.1 
DelinquentAmount Per Year I Annual Gross 

<5% =(1 ~S.39+ T71 .04).131 ,365.32;2.92'!1. Yes 
lncomershouldbe < 5%1 

2.2 
Number of Oefmquent Unit Ownen I Total 

<10% =1/8=12.SO'!Eo No Number of Uriit OWners (should be <10%) 

Income Statement Aftalvsis 
3. Debt -- -

Debt Selvice Coverage Ratio :. (Net Operating 
3.1 Income +Capital Contribution) 1 Debt Service 1:1 N.A. Yes 

(should be 1 :1) 

4. Capital (Replacement! Rese1ve N.A. No 

6. Assessment after Debt Pavments -
The operaliot>al •S$0$Sl'l1ef'f( fee equaled 
18,318.77 PUii in 2002. rer'IOl!atlon rund 

Increase of assessments over the life of ~ 
assessment (not relllled to loan ropayment) = 

5.1 <40-WI.. U,505.97 PLN, so tile total ownership 
Yes loan <45-60°.4 (typically 20-40%) assessment without loan repayment equaled 

in 2002 32,824. 7 4 PLN. Loan repayment 
equaled 26,640 PLN. The sum equels 

59,464.74 PLN Which gives 25,35% Increase. 

other ratios 
6. Ufe.ofthe.loan /max. Of 16 -.irs\ < 15 vears 2.Syeer Yes 

- -

Owner Occupancy Requirement 425 10 ml ol usable space is occt.rpred by 
7. (>60% of building to promote ownership >50% owners (lo!al us.able space of a bulfdirlg No 

res~lbifity in building maintenance) equals 683,62 m') ll>at gille!> 49.22%. 

8. Loan to valLte ___ .. ·-·- ~. _ , . -~· HY• ~· 

Loan I Acces'Sed Value of Condominium Units 
price al 1 ml of usable spaoe equaled In 2001 

8.1 (When the loan was made) 2,500 PLN. The Yes (<15%, NCS average ls 5-7%) value ol Ille property equaled so 2, 159,050 
PLN. -

Comments -
--

The ratio ls high as condo collects funds for the 
futLlre capital Improvements. 

- -

One awner was delinquent as of the end d Ille 
year. Howe\'er, \lie risk i. low because otlw 
tenants help v.4th !he peyme<rt whenever one of 
them has dlfficullles. 

- - -

Becau&e tile loan Is given to condo owners rather 
than the condo •ssoe~don ~ a wttole, tl1e ratio 
cannot be cak:ulat'e<I. However, the condo owners 
have not been !Ille in repaying their indi"1dual 
ponions. Wiiiie continuing ID pay their condo 
assessments. 
Capital reserw fund fs not ll<lsed on an 
engineenng surYey of the ~because of high 
cost of sue:!\ SU"'""', 

·- ... ,, .... _\j_ 
unit is rented by tndillldoal owner. 

' n the ca5e of $opo\. the municipefity is tf1e 
ma 
j 
or1ty OWl'ef Hls1otically, the munieip;ility Nls 
pio11en to be a good tenant and generally is 
considered to be le$S rislcy because of i1s financial 



ATTACHMENT 6.1: CHF International-Adjusted NCB Ratios as applied to CDP Evaluation 
Condo 2 Located in Sopot, Poland for 2002 

No Ratio oame and descriDtion Taraet Condo2 
Batanae ShMt Analvsis Values and Calculations Is the re<Juirement met? 
1. CasMimildliV : 

1.1 (Cash + Reserves) I Annual Gt'oss Income 
':> 6% 0% No (should be> S"lo) 

2. Delfnauencv - - - - --
2.1 Delinquent Amount Per Year I Annual Gross 

< 6% ()% Yes Income tsbould be< So.4\ 

2.2 
Number of Delinquent Unit OWners I Total 

<10% 0% Yes Numbef' of Unit OwnetS tshould be <10%1 

Income Statement Analvsis 
3. Debt --- - -
~ Service CoVerage Ratio = (Net Operating 

3.1 Income + Capita! Contr~bution) I Debt Service 1:1 NA Yes 
(should be 1:1) 

4. ~ital (Replacement) Reserve NA No 

6. Assessment after Debt Pavments - -

The operational assessment fee equaled 13,350 
5.1 lricrease of assessments over the life of the loan 

<40 - 60% PLN in 2002 Loa.n repayment equaled 20,576.81 No <4S60% (typlcall~ 20-40%) PLN, The sum equals 33,926.81 F'lN which gives 
roughly 156% increase, 

Other ratios . 
6. ~ofthe loan tmax. Of15 v. ...... , I< 16vears Yes - --

Owner Occupancy Requirement 
7. (>50% of building to promot~ ownership >W.4 100% Yes 

res ........... "l.int.. in bl.Jildl- maintenance\ 

8. Loan to value 

loan value= 100,000 PLN. Al/'Ol'8ge market price of 
8,1 

Loan I Accessed Value. of Condominium Units 1 m' of usable spaoe equaled !n 2001 (when tile 
Yes ~<'iS%, NCB average is 5-7%) loan was made) 3,200 PLN. The value of the 

property equaled so 2,612,928 PLN. LTV= 3.83%, -

Comments 

It is impossible to calculate this ratio as the condo 
assessmem Is built to CCNef the management C051S 
only. No cash is 8'11!1ilable to use by coodo at the 
end Clf a year. Also condo is not building 
improvement reserves till tile current loan is being 
renald. 

-

-
Because tile loan ls giVen to condo owners rather 
than the condo association as a whole, tile ratio 
cannot be celculated. However, the condo owners 
have not been lats in ropayfng t!lelr lndMdual 
portions, while continuing to pay ttieir condo 
assessments. 
Capital rese<ve fund is not based on en 
engi,_nng sor.iey of tile property bec:aU58 Clf the 
hinh oost of such survev. 

Although formally not met, tile increase in 
assessments has been factored In When the bani( 
has made the loan and the condo association 
memben; hsve been deemed to be a good Credit 
risk. ln addition, this is the second loan of the condc 
and the owners have experience in bodgeting and 
managing their cesh nows. 

-
-- --



ATTACHMENT 6.2 

Comparison of Condo OperaUonal Budgets for 2002 (Condo 1 and Condo 2) 

Ha.82 
816.54 

Condo•1 
Condo "1 

Condo f'2 Condo~ Condo 
~o Item 

(a11nHllV) 
(annual coat 

(anni;allvl 
(annual c:cnt #11Condo#2 

Ptr 1 saml 01r1 saml lunltcosts 
A. OPERATIONAL BUDllET 

1. Colldo lnnows Incl.: 1IU18.77 11 2t .21 z.I 13 H0.0011 18.35:tl 29.7% 
1.1 A~I lees Incl . 10 709.08 zl i2.40 zl • 460 0()21 5-45 zl 1275% 
1 .2 U llQ!le& Incl 7 609.21 .ti 881 zl B 1m11 OD :ti 10.90 zt -192% 

12.1 W ater ancl s-et 6 583 21 zl 7 62zl 11 OOOOOzl 980zt ·222% ,., Gllrba!JB 1 01800 l.I , i9 zl GOO OOz· 110 zl 7.8% 
1 .2~ Canln!I heat nc ano hot waler OCOz, OOOzl 000 zl 00021 00~ 

1.3 Other lnflowg 04821 0()()21 000 ;d O.OOzl 

2. Common n rooertv manaaemant co$!$ lnc:I.: 10818-.03" 12.67 zl .. •110.00 11 6.ffzl 130.7,-. 
2.1 II lll'l!IQllment lee 4.767 2• zl 5.5221 OOOzl a.co z1 
2.2 8 Anhlcllv In commoon oraoertv 2100811 0 .24zl 7lln 00 zl O.'J4 zl --07% 
2.3 Chlmnev melntenance 165 1!> ll 0 .18 zl 150.00 zl 0 . 1B zl ·2.2% 
2.4 IRenowtlon and maln1enance 2nm 1oii 2 32 zt O.OOz! OOl>zl 
:i.5 Toohnlail 1u11MUa r:J the bulldlnn 1 6783Szl 1 832l O.OOzl OOOzl 
2.6 Oeanln!J tlnlertor • hell a and &tslrr:nl!'SI 5513. 17 .ll 0.6521 0.0021 O.OO zl . 
2.7 Gart:ll!O! rl>1<l &Intl 94 16 21 0.11 zl 0 OOzl 00011 -
~.8 IPrnNittv ln&urance 688 00, 0 llJ Zl 500 OOzl 0 61 zl 30 1% 
2.9 Bank &e1Vlces 6!l9 1611 0.76zl 80000zi 073 zl 39% 
2.10 Otherc:06ls 4700zl 00521 0 00 xJ 0 0021 . 
2.11 T&ehnlolll aallltarce turaent\ 97.6421 01111 000.tl 0 .0021 
2.12 A:lbor.ftnl around m!llntenence 0 OOzl 0 00 zl 3000llOzl 3.67 zJ . 

~. Costa ralllt..d to th• units mer.: 7 402.80 zl 8.47zl 8tOO.OOzl 10.IOzl -21.A% 
3.1 Cctd ..,,,,,.,... and Siu11tae Ci 37G.68 zl 7 38 zJ 6n1Il 00 zl 9.BOzl -24.6% 
3.2 GarbllQe l~nsl 102G12zl 1 19 zt 900()0 ll 1.10 :.tl 76% 

"' Dlll'ar•nc• b•tw•• n lnnows •nd outnows 11·2~1 ST.lhl 0.0711 o.oozt 0 .00 zl . 
ts. Accounts rM!elvable .end obllaatlons 

51 Recel\/obleL Incl 1"3 3g zJ D.17 zl 0 00 zJ O.OO zl 
5.1 .1 0.'mllll!'a obfltl!ll!fOnB 1<13 39 zl 0.17 zl 0.00~ O.DOzl -
5.U Olher OOOzf O.llOzl 0001J 0 .00 zl 

52 Obll<Wi on~ lnol : 1 688 2S zt 1.95 zl 0 0011 0 .00 zl 
5.2.1 ONnetS's 154 04 zl 0.18 zl 000)1 0 .00 zl . 
5.2. 00"« 1 53422zl 1.78 zl 000 zl 0 .00 zl . 

8. Cashnow Bulfaet (op•ralfon.ll 
6.1 O""nlnn 8313nce (J11n. 1 20021 114Hi0zl 1.32 zl O OO:rl O,O!JZI 
62 2002 In JlaWs 19 271.7<1 ,, 2232 zl 13350 OC zl 16 35 zl 36.5~ 
6.3 CMl lnllowa l!1 '.HI07 0.48 21 0.00 zl 000.tl OO:l il 
6.4 Com not ,.,_,,_..,i tttt n..n_ 3 1 -Alo, 1 715.<49 Z1 199 2l 0 .00 zl 0 .00 ;d 
6.5 2002outn~ 16 737 45 zl 19.38 zj 13 350 00 l l 16.35 ZI 18.5% 
6.6 Clo&lna Blla'!Oe rn.n 31 20021 1960 71 zl 2-27 zj OOD 2l 0.00 ZI 

B. CAPITAL BUDGET 

1. Inflows Incl.: 1304C.H11 16.t1 d 205:78.8111 26.20 rl ....0.1,,. 
1 1 RenDvaHcn a111ee:smenl& 12 '378 2~ 21 15.03zl 20 576 81 ll 25.20 zl -"10.4% 
, 2 other ln'IO'Nll 68.31 zl O.OB zl OOOZI O.OOzl -

2. Outflows 38".93 d 0.46z:I 20A7&.81 ll 26.20 II "88.2"1'. 

3. Balon~ (1·21 12 1&1.12rl 14..t6 zJ o.oozt 0.00 zl 
3 1 ln::reMlno ne>ct vear lnflO"W& 12 661.82 zl 14 66 ii 0.0021 0 OOzl 
32 Oec;i eesina r !!ld vea< innows OOOZl ooozt ODO;rl 0 .00 z1 . 

4. Accounts recatvabl• and obllgnUons 
41 Recef'.Je bles Incl. _ n1.04zl 0 89 ll O.CO zl 0 OOZI 

4.11 ONnen'I Obll0llll0115 771 O<lzJ 0.89 zl o.co zl 0.00 Z1 . 
4.U oth!!f 0 OOzl 000 z1 00021 0 OOzl 

4.2 Obit""'"'- n:1 - 1.07 ~ 0.00 zi O,CDz 0 00 zl 
4.2 .1 o.vnera'li nt 1.07 zj 0.00 zl 00021 0.00 zl . 
4.2. Othef 0 (]() 21 0.00 ZI 000 zj 0.00~ . 

6. Cuhftow Budget (capita.I) 
5.1 Ooenina Bllfllnce !Jan 1 20021 8 806.01 21 10..20 2l 0 Q()zl O.DOZl . 
52 2C02 lnf OWI 1tl 505 97 21 16..80 zl 2057681 :zJ 25.20 ZI -33 3" 
5.3 Ct.IH lnllows In 2002 6831 zl 0.08 ll 000 zl 0.00 ZI -
5.4 ll"hotc nn1 """..ntt Mn- 31 2001 0 0021 Q.00 2.l ODO 11 0 OOZI -
5.5 2002 Ot.111a.'4 384 93 2l 045zt 20 576.81 ZI 25.20 Z1 ~98 2% 
5.6 Cloe ln11 Balance (Dec 31 , 2oin1 22.995.36 zl 26&21 0.00 2l 0.00 zl . 
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