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As I write this, the New Year 
holiday is just complete, with 
the promise of change person-
ally and professionally as we 
move into 2012.  At CAI, we 
want to move “onward and 
upward” in 2012, and this 
brand-new year promises to 

be one where we will experience some excit-
ing initiatives at CAI-Minnesota that will grow 
our brand and provide increased value to our 
members.  

On March 9, we will launch our inaugural 
CAI-Minnesota Trade Show.  This all-new event 
promises to knock your socks off. The event is 
not only a trade show, but includes an education-
al component with two tracks with two sessions 
apiece – one directed to board members/home-
owners, and the other to experienced managers.  
Topping off the entire event will be a keynote 
presentation by Julie Adamen.  Ms. Adamen is a 
speaker on community association topics whose 
national reputation fills audience venues across 
the country. We are very pleased to have her 
participate in our event.  Promotional emails will 
begin circulating shortly.  Join your colleagues 
and make attending this event a priority.

CAI National has given our local chapter some 
valuable guidance to create a Business Partner 
Committee.  While still in development, this 
Committee will work to develop programs and 
service to enhance the business partner experi-
ence.  We have significant business partner par-
ticipation in our chapter, and it is time to direct 
some concentrated effort toward enhancing the 
business partner experience in chapter life.  

Recent changes in the Community Associa-
tion Volunteer Leadership Committee (CAVL, 
formerly known as the Home Owner Training 
Track, or HOTT Committee), and the Educa-
tion Committee promise to keep our 2012 edu-
cation events timely, useful, and well-attended.  

Our 2012 CAI Golf Tournament, to be held on 
July 11 at Stone Ridge Golf Club, will be an-
other marquee event.  New tweaks this year will 
make the event even more worthwhile to golfers 
and sponsors, not to mention fun!

Other initiatives are being planned by our able 
volunteers, and announcements will be forth-
coming as we move through the year.  

So, CAI members, join me in making 2012 a 
great year for our Chapter.  Come to events, get 
involved on a committee, rub shoulders with 
your colleagues, and enhance your profession.  
See you out there!  

From the President By Jonathan Edin | Cai-Mn PrEsidEnt

Contact
John Russo, Ph.D.
952-944-7137
 
•	 Consulting Services
•	 Specifications,	Bidding,	Contracts,	
Inspections	of	All	Exterior	Replacement	
Items	including	Asphalt,	Concrete,	Siding,	
Roofing,	Windows,	Doors

•	 Litigation	Support
•	 Insurance	Claims	and	Appraisal	Support
•	 Problem	Solving	and	Investigations

CALL THE PROFESSIONALS
 

ASSOCIATION
SERVICES
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This column 
will be 
comprised of 
questions that 

have been posed to me 
by homeowners, prop-
erty managers or related 
professionals regard-

ing legal issues that they have encountered 
regarding their associations.  Some of the 
questions may be compilations from various 
questions that have been asked about a topic.  
To have a question answered in a future 
article, please email it to me at nmendez@
carlsonassoc.com with the subject line of “Ask 
the Attorney.”  While I can’t promise that 
all questions will be answered, I will do my 
best to include questions that have a broad 
appeal.  Questions will also be answered by 
other attorneys practicing in this area of law.  
The answers are intended to give the reader a 
good understanding of the issue raised by the 
question, but are not a substitute for acquir-
ing an opinion from your legal counsel.

“I can’t make the annual meeting, but I 
want to vote via proxy.  Can I do this?”
While I don’t get too many questions directly 
related to proxy voting, when I do get a ques-
tion it usually comes accompanied with a 
great misunderstanding of what a proxy vote 
actually is and how the process is supposed to 
work.  Most associations allow for some use 
of proxy voting.

The term “proxy” means the authority to 
represent someone else.  If you are unable to 
attend a meeting, you can appoint a proxy 
(an individual or a group) to attend in your 
place.  The proxy then attends the meeting 
and votes your vote, plus their own, if they 
have a vote in the association.

The proxy can be a fellow homeowner, a 
family member, a board member, the entire 
board, or even a random stranger who you 
want to attend the meeting on your behalf.  
The proxy does not have to be a member 
of the association.  They simply attend the 
meeting in your place and vote in the same 
manner that you would have been able to 
had you attended the meeting.

If you appoint a proxy, you are not instruct-
ing them how to vote.  You are simply giving 
your vote to them to vote as they wish.  While 
it is recommend that you speak with the per-
son you are appointing as your proxy so that 
they understand how you feel about an issue 
being voted on, you are unable to require 
that they vote a certain way.  A proxy is not 
an “absentee ballot.”  A proxy is simply the 
giving of one’s vote to another individual (or 
group of individuals) to vote as they see fit.  

A proxy can be given to a group of indi-
viduals (for example, the board of directors) 
rather than a single individual.  In this situa-
tion, the group votes on how it will vote your 
proxy.  While this might take a little extra 
time, it does provide the homeowner with 
a more representative vote than just assign-
ing the proxy to one individual.  If the same 
group has been given multiple proxies, it can 
hold just one vote to decide how to vote all 
the proxies it holds.

Some associations have tried, via a rule, to 
limit the number of proxies that one individ-
ual can hold.  Such a restriction must be in-
cluded in the bylaws or articles of incorpora-
tion.  Absent a proper restriction, members of 
the association are allowed to give their proxy 
to anyone, regardless of whether or not others 
have also given that person their proxy.  You 
could theoretically have an individual show 
up at the annual meeting holding 100% of 
the votes in the association.  Likewise, the 
association cannot require that a proxy voter 
be a member of the association.

Proxy voting is a great way to ensure that 
quorum can be met.  It is the number of 
votes present at a meeting, not the number 
of voters, which determines if the quorum 
requirement has been met.  If you can’t make 
the next association meeting, appoint a proxy 
to attend and vote for you.

“Our Board recently took over control of 
our townhouse association from the devel-
oper.  We believe there might be a problem 
with the some of the driveway aprons (they 
are sinking and cracking). The developer 
fixed three of them before the turnover, but 
now states that they are association main-

tenance issues, and not his responsibility.  
Is he correct?”

Possible construction defect claims are ones 
that I always will recommend that an associa-
tion speak with an attorney about immedi-
ately.  While a board might not be sure that it 
has a claim, or that it wants to pursue litiga-
tion, Minnesota has very strict time frames 
for when the developer must be given notice 
of the potential claim and when a lawsuit 
must be brought.  Failure to comply with 
these deadlines may be fatal to the claim.

Generally speaking, there are three time 
periods that are crucial to construction 
defect claims:  Ten years, two years and six 
months.  In Minnesota, new construction 
comes with a ten year warranty against major 
defects.  However, that is really a protection 
for the builder in that it limits how long the 
builder can be held responsible for a project.  
If no defect is detected within ten years, no 
claim based on the statutory warranty can be 
brought. If a defect is discovered, or should 
have been discovered, by the homeowner or 
association, a suit must be brought within 
two years of the discovery.  Finally, notice of 
the defect must be provided to the builder 
in writing within six months of discovery 
(unless it can be shown that the builder had 
actual knowledge of the defect claim).

Failure to follow these statutory guidelines 
will make it impossible, except in rare cir-
cumstances, to succeed with a construction 
defect claim against a developer.  Therefore, 
it is most important for an association to 
contact an attorney immediately.  Do not 
be lulled into a false sense of security if the 
builder appears to be working with you on 
fixing the problem, or has given you assur-
ances that it will be fixed in the future.  Those 
assurances are usually not enough to allow 
the association to sue in the future if the 
work is not completed.  If the time limits are 
missed, there may be no recourse.

CAI-MN has numerous law firms that 
specialize in community association law.  You 
can find more information about the various 
law firms on the CAI-MN website, www.
cai-mn.com.

Ask the Attorney
by nigel h. mendez, esq., Carlson & assoCiates, ltd.
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BUILDING BETTER COMMUNITIES

1801 American Boulevard East 

Bloomington, Minnesota 55425  

(952) 277-2700 • www.gittleman.com

Winner of CAi-Mn 2008, 2009, 2010, And 2011  
AssoCiAtion MAnAger exCellenCe in serviCe AWArds

 r  Assessment Collections Case  
Management and Services

 r  Risk Management Program  
Development

 r Customized Web Site

 r  Construction Management  
of Capital Projects

 r  Insurance Claim Negotiation  
and Management

 r On-line Banking Services

CONDOMINIUM, TOWNHOME, COOPERATIVE & COMMON INTEREST COMMUNITY MANAGEMENT 

COM M UNITY  ASSOCIAT ION M ANAGEMEN T

For more than 30 years, Gittleman Management has set the standard for service  
in the community association management industry. Today, our team of experienced, 
highly trained professionals continues the tradition by offering a full range of  
association management services—for association properties of all types and sizes. 
Contact us today and discover the Gittleman difference.

Full Service Management Program Includes:
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Flood Facts for Community Associations – 2012
From rJF, a marsh & mClennan agenCy llC ComPany

I mportant Websites 
www.fema.gov
www.floodsmart.gov

Important Definitions
1. NFIP – National Flood Insurance Pro-

gram
2. RCBAP – Residential Condominium 

Building Association Policy
3. E & S Market – Excess and Surplus 

Lines  Insurance Market
4. FEMA – Federal Emergency Manage-

ment Agency
5. SFHA – Special Flood Hazard Area
6. Flood – The NFIP defines flood as a 

general and temporary condition of 
partial or complete inundation of two 
or more acres of normally dry land area 
or of two or more properties from the 
overflow of inland or tidal waters or 
from the unusual and rapid accumula-
tion or runoff of surface waters from 
any source. (Private carriers may define 
flood differently.)

What are Community Associations’ 
Options for Obtaining Flood Coverage?
There are four different ways communities 
can obtain flood coverage:

1. RCBAP – Residential Condominium 
Building Association Policy through 
NFIP (National Flood Insurance 
Program), purchased in the name of the 
association.

2. Dwelling Form Flood Policy through 
NFIP, purchased by the individual unit 
owner.

3. Removal of the exclusion for the peril 
of flood on the association’s package 
policy. Carriers, however, usually only 
allow a small sublimit for this coverage. 

4. Excess and Surplus Flood Coverage (ex-
cess over the NFIP policy) can be pur-
chased at the association level, but only 
by the entity/owner who purchased the 
primary coverage.  

What is the Maximum Limit Allowable 
for Purchase Through the NFIP Program?
The maximum allowable limit of cover-
age per unit in an association is $250,000, 

regardless of the replacement value of the 
individual unit. On the dwelling form, 
the maximum contents limit available is 
$100,000.

Is There a Way to Purchase Additional 
Building or Contents Coverage?
The additional (excess) coverage may be 
purchased through the Excess and Surplus 
Lines market. However, when the associa-
tion has the RCBAP in place, only they may 
purchase the excess for the building prop-
erty. The homeowner may purchase excess 
limits for contents. 

Can an Individual Homeowner Obtain 
a Dwelling Form Policy from NFIP if a 
RCBAP is in Place?
Yes. However, the total amount of coverage 
available per unit from either the RCBAP or 
the Dwelling Form, or a combination of the 
two, is $250,000. Therefore, if an RCBAP is 
in place with the maximum $250,000 limit 
per unit, the individual homeowner should 
use the Dwelling Form to purchase contents 
and loss assessment coverage, but there is no 
advantage to purchasing additional struc-
tural coverage.

Which NFIP Policy is Primary if There 
is Both an RCBAP and a Dwelling Form 
Policy in Place?
The RCBAP is primary and the Dwelling 
Form is excess, but only up to the $250K 
limit allowable on the property section.

Do the Governing Documents for the 
Association Come into Play as to the 
Level of Coverage Offered by the NFIP 
Policy?
The NFIP does not recognize the govern-
ing documents and will settle all losses on 
an “All In” basis. This means that every-
thing physically attached to the building 
is covered on the FEMA policy unless it 
is specifically mentioned as excluded or is 
absent in the list of covered items on their 
policy form.

If a Homeowner Purchases a Dwelling 
Form Policy and the Association 
Subsequently Purchases the Full Allowed 

Limit of $250K Per Unit on the RCBAP, 
Can the Homeowner Decrease Structural 
Limits on Their Policy?
Yes, but there is some paperwork involved. 
The individual would need to supply a 
replacement cost estimate for the unit, the 
declaration page of the RCBAP, and docu-
mentation of the limits. Other items may be 
requested as well.

When Would Coverage Begin on a 
Dwelling Form or an RCBAP Policy?
Thirty days after NFIP receives the signed 
application and payment of the full pre-
mium for the annual policy. NFIP will send 
a declarations page after processing. This 
will reflect the effective date. There is an ex-
ception to the waiting period if the coverage 
is a lender requirement for closing.  

Can Loss Assessment Coverage be 
Purchased on the RCBAP?
No. This is only available on an individual 
flood policy.

Is the NFIP Coverage Listed as “Extended 
Replacement Cost” or “Guaranteed 
Replacement Cost” Like We Have on Our 
Present Master Policy?
No. Payment after a loss will not exceed the 
policy limit and it could have co-insurance 
penalties if the limits are not sufficient. (The 
RCBAP must be purchased at a limit of 
$250K per unit or 80% of the replacement 
cost value, whichever is less, to avoid a co-
insurance penalty.)

Are Personal Vehicles Left in the Garage 
Covered on the RCBAP Policy?
No. This coverage would need to be ad-
dressed with your personal insurance agent 
who handles the auto coverage.

Flood insurance is required by Federal 
legislation in Special Flood Hazard Areas 
(SFHAs) A, A1-A30, AE, AO, AH, AR, 
A99 and V zones.

In non SFHAs, flood insurance is optional 
(B, C, and X). However, it is important to 
note that one-fourth of all claims are paid in 
these zones.
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Fighting Management Micromanagement: Developing 
Constructive Board Stewardship and Executive 
Awareness and Intervention

by Julie adamen

Micromanagement: To direct 
or control in a detailed, often 
meddlesome manner.

My working definition is: The over involvement 
of a Board or Board members in the day-to-day 
business of running a community association.

After many years observing Boards of Direc-
tors, I believe the underlying reason why 
many micromanage is they truly have no idea 
what their role is in relationship to each other 
nor the community as a whole. I believe it 
is up to us as management professionals to 
guide Board members to a path of construc-
tive stewardship. Constructive stewardship 
leads Boards away from destructive micro-
management. This serves not only the Boards 
and their communities, it serves management. 

Long Term Solutions to Microman-
agement: Leadership Development

Board Orientation: For new Boards and 
after every annual meeting – because devel-
opment of constructive stewardship starts 
here. I know of many management firms that 
provide regular Board orientation – either 
right after the annual meeting (facilitated by 
an executive or senior, supervising manager) 
or annually for all their Boards at one large 
Community Leadership Forum – or both. 
And this isn’t only on the shoulders of the 
managing agent: all Boards should require 
their management firm (or on site man-
ager) to provide orientation information, 
or access to Board Orientation through an 
independent facilitator. 

Vision and Mission Statements

These statements give the Board and the 
community a solid platform for policy and 
decision making and give the Board focus – 
and that focus is on the larger issues of a good 
community, and how to get there.  A Vision 
Statement should be a simple statement of 
what the Board wants for the community; i.e. 
“To be the best place for families to live.” The 
Mission Statement outlines how they will get 
to the Vision; i.e., “Our Mission is to provide 

our owners with an outstanding quality of 
life, promoting community and providing 
the most prudent, ethical, financially sound, 
team-oriented, creative, and state-of-the-art 
management within our capabilities.”  

Vision and Mission statements help fight 
corporate memory loss: A major cause of 
micromanagement. Existing Mission and 
Vision Statements give new Boards an exist-
ing platform on which to build their own 
policies. Even if the Board intends to change 
existing Vision and Mission statements and 
move the community in a new direction, 
those existing statements are a baseline for 
this process of change. Board continuity and 
corporate memory are the exception rather 
than the rule. Loss of corporate memory 
sows the seeds for micromanagement and the 
dreaded reinvention of the wheel.  

Board Policy and Procedures Manuals. 
With these documents, when a Board mem-
ber doesn’t know what to do about a specific 
issue, they refer to the adopted manual and 
review the Board policy on that issue, or the 
larger issue at hand. Bingo! Micromanage-
ment thwarted in its tracks! 

Industry Programs and Information 
for Board Development 

Despite what we know is a vast number 
of educational resources for Boards about 
Leadership Development, this is not the case 
in the minds of Board members themselves. 
We as industry professionals need to bring 
the new and existing Board members into 
our professional organizations. Attending in-
dustry functions not only gives Boards great 
information, it provides them the opportu-
nity to network with other Board members (a 
terrific thing).  

Executive awareness and interven-
tion regarding micromanagement. 

For the average portfolio manager, microman-
agement can mean the difference between a 
60 hour work week and a 45 hour work week.  
Executives must have awareness of each 

account and how much time is being spent 
on it and why. Any account that continually 
micromanages its manager is likely losing the 
company money by sucking out resources for 
which the account is not paying. The micro-
managing account is also sucking the life out 
of staff, a root cause of manager turnover. 

What does it all mean? Micromanagement 
promotes turnover, costing time and money. 
Ironically, micromanagers often believe are 
“saving money” for the community with their 
continual involvement, yet nothing could be 
further from reality: Micromanagement is a 
major reason for the turnover of community 
managers. 

The suffering Board and the bleak future 
of volunteerism. Micromanagement is a 
debilitating behavior that is not only exhaust-
ing for the staff; it’s exhausting for the Board. 
And it impedes current and future volun-
teerism in the community: Micromanagers, 
overly involved in the day-to-day affairs of 
the community, give potential volunteers the 
absolute wrong impression about what the 
job of a Board member actually is, uninten-
tionally killing volunteerism.  Who wants to 
volunteer for an unnecessary full-time job?  

I have provided some tools for the Board and 
executives to tackle micromanagement. I said 
this at the beginning of this article and I say 
it again: I believe it is up to us, as manage-
ment professionals, for the good of managed 
communities as a whole, to guide Board 
members to a path of constructive steward-
ship and away from micromanagement as 
best we can.  We need to be proactive in 
combating micromanagement because micro-
management can not only destroy the passion 
for the job, it costs money.  Remember:

“If you keep on doing what you’ve always 
done, you’ll keep on getting what you’ve 
always got.” - WL Bateman
 
This article can be read in its entirety here:
http://www.adamen-inc.com/Vol.-10-No.-
06-Managing-Micromanagement-Part-
II~108884~12525.htm

Featured Keynote Speaker at the 2012 CAI-MN Tradeshow
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Substantial experience in the 
successful resolution of construction 
defect claims.  Contingent fee option 

in most cases.

To schedule a free initial consultation with 

us, or a free initial inspection by a qualified 

consultant, contact managing attorney 

Jonathan A. Edin at 651-222-2155

750 Landmark Towers
345 St. Peter Street

St. Paul, Minnesota 55102
PHONE (651) 222-2155    

FAX (651) 222-2156
jedin@mnconstructiondefects.com

MINNESOTA STATE CHAPTER
S P O N S O R

EDIN
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Omega Management, Inc.

763.449.9100
www.omega-mgt.com

30 years of association 
management experience

Reserve Plans are included 
in our management  

program

Proactive management, 
including weekly  

property visits  

Smart, expert,  
professional advice

Managing
to make a

difference

Don’t Believe Everything You 
Read: A Glitch in the Replacement 
Reserve Statute May Lead Some 
Associations Astray

by matthew a. drewes, esq.; thomsen nybeCk, attorneys at law 

By now most 
readers 
probably 
are aware 

that, as of January 1, 
2012, there are new 
requirements regarding 
replacement reserves 

for associations governed by the Min-
nesota Common Interest Ownership Act 
(“MCIOA”).*  These requirements are set 
out at Minn. Stat. § 515B.3-1141 (prior 
fiscal years were covered by 515B.3-114), 
and most are easy to understand.  For 
example, the board of directors must, 
in the future, not only evaluate reserves 
based on the useful life of each component 
the association is required to replace, but 
must review the association’s compli-
ance every three years.  The association 
must also keep reserve funds in a separate 
account from operating funds, and may 
not borrow from reserves to pay operating 
expenses.  

There are some exceptions to the reserve 
requirements, however, and many associa-
tions may mistakenly believe that one in 
particular applies to them.  This exception 
provides that associations do not have to 
set aside reserves for all of the components 
they’re required to replace, as long as they 
follow a certain procedure to authorize 
payment for that work through a special 
assessment according to Minn. Stat. § 
515B.3-1151(c).  But most associations 
existing today cannot make use of the 
special assessment procedure provided 
under Section 3-1151 because they are 
still controlled by the old version of the 
statute, Minn. Stat. § 515B.3-115.  

Even though Section 3-1141 applies to 
all associations governed by MCIOA for 
their fiscal years commencing after the 
New Year, the exception allowing reserve 
requirements to be covered by special 
assessments relies on Section 3-1151(c).  

That section only applies to associations 
created on or after August 1, 2010.  The 
old version (Section 3-115) does not au-
thorize special assessments.  Therefore, as-
sociations existing before August 2010 are 
not permitted to rely on Section 3-1151 
and cannot plan to use a future special 
assessment to cover an intentional shortfall 
in reserves.  It will likely be developers 
who make the most use of this option, 
because they can plan for the replacement 
of certain components to be covered by 
special assessments while keeping monthly 
assessments low as they sell off their inven-
tory of units.

Those associations that are not alerted to 
this glitch are at risk of making a decision 
that jeopardizes their financial future, 
while violating their obligations under the 
new reserve statute in the process.  Hope-
fully, this article will help associations 
avoid this serious mistake.

*  NOTE:  The statutes discussed in this ar-
ticle do not apply to all community associa-
tions.  To find out whether your association is 
governed by MCIOA, contact a community 
association attorney.  The information in this 
article is provided solely as general informa-
tion, and not as legal advice.  Your receipt, 
and even your use of this information, does 
not establish an attorney-client relationship.  
Readers are urged to speak with a qualified 
attorney focusing on community association 
law when making decisions regarding a spe-
cific legal issue, including whether these laws 
apply to a particular community.
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Association Property Services
 
Specializing in RESERVE PLANS 
that are
•	 Easy to Understand 
•	 Practical (Around 12 to 13 Pages)
•	 Color Photos Included 

•	 Fee will be the Least Expensive 
Quoted

 
John Russo has more than 20 Years 
Experience in Reserve Planning;
Is the only Ph.D. Reserve Analyst in the 
Midwest.
 

952-944-7137 (Office) 
952-935-9647 (Fax)

 

Reserve Consultants, Inc.

Self-Managed Association Boards: 
What Gives Way When a Board 
Does Not Know the Basics

by Joel starks, President, sharPer management

In this series we 
are focusing on 
you, the board 
member, and the 

challenges you face 
each day when run-
ning your homeown-
ers association. We are 

exploring the challenges of self-manage-
ment and ways to work through them. This 
series will answer questions from readers. 
If you see something that seems common 
or you identify further challenges, email 
joel@sharpermanagement.com. I will add 
your comments and feedback as the year 
goes on. 

Board Members and Owners, 
Speak up!
 
1. Deferred maintenance: when should it 

be fixed, replaced or maintained?
2. Trusting a board: get involved and go 

to meetings.
3. Contracts – not just for their sake but 

yours as well.
4. Board fraud: boards make mistakes, 

but what if?  
5. Agendas and announcements: Where 

do I find our info about meetings? 

selF-management series
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Friday, March 9, 2012, 8:00 am-3:00 pm 

Please join us for an all new 2012 CAI-MN Trade Show!

Event Highlights:

•	 All-new exhibit hall with more room to visit with the 
experts who support your community.

•	 Quality education tracks for managers and association 
volunteer leaders.

•	 New, bigger location – St. Paul RiverCentre.
•	 More drawing prizes than ever – each exhibitor will 

provide a prize and drawings will happen throughout 
the event.

•	 Free parking for pre-registered attendees.
•	 Exhibit Hall Happy Hour – socialize with hundreds of 

your colleagues and friends and take a chance at win-
ning a door prize. Last year’s top winners won bagfuls 
of cash, so come and see what we have in store for you.

More info available online at www.cai-mn.com!

cai-mn

TRADEShow 
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The Thomas C. Engblom Scholarship Fund
Sign up online at www.CAI-MN.com

PURPOSE

The purpose of the Thomas C. 

Engblom Scholarship Fund is to 

provide individuals with the funding 

necessary to obtain their PCAM.

ADMINISTRATION

The administration of this scholar-

ship fund is conducted by the direc-

tors.  Applications are reviewed 

by the CAI education committee 

and submitted to the Thomas C. 

Engblom Scholarship Fund.  Final 

decision and awards are made by 

the directors of the Thomas C. Eng-

blom Scholarship Fund.

PROGRAM GUIDELINES

Applicants must meet the following 

requirements:

•	 Be a citizen of the United 

States.

•	 Be of  legal age 

•	 Recipients are required to use 

the scholarship only for the pur-

pose of obtaining their PCAM. 

Recipients will receive a maxi-

mum amount of $400

The Thomas C. Engblom Scholar-

ship Fund is subject to availability 

of funds.

PROGRAM REQUIREMENTS

Applications are to be submitted  

online at www.cai-mn.com at least 

90 days prior to the course date in 

order to be considered.  

1. Applicants must complete the 

official application and submit the 

following documentation proving a 

valid need for the scholarship:

A personal letter outlining their 

need and worthiness of the scholar-

ship. Said letter should clearly state 

how the scholarship will assist them 

in their future goals.  The nominee 

should state how they feel they 

would be an asset to the industry 

once they have obtained their 

PCAM. 

2. Applicant must provide three 

personal references (including ad-

dresses and phone numbers) who 

can attest to the applicant’s integ-

rity and financial need.

3. Any documentation which clearly 

shows their financial need.

Applications will be reviewed based 

upon the following criteria:

1. Financial need.  Applicant must 

not receive employer reimburse-

ment or any other source of pay-

ment for the tuition covered by the 

scholarship award. 

2. Commitment to the professional 

excellence in the real estate industry.

3. Personal commitment to obtain-

ing their PCAM.

All recipients agree to join a com-

mittee of their choice (related to 

the real estate community) for a 

minimum of one year.

Cb
S

763.544.3355 763.544.3366
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SMART
DECISIVE

&
The Best Value in Construction  
Law for Community Associations

That’s what our clients tell us. 
At Hammargren & Meyer, we’re 
smart, decisive lawyers focused 
exclusively in the areas of law that 
we know best.

For prompt responses and 
straightforward answers, call 
Hammargren & Meyer. 

(952) 844-9033
www.hammarlaw.com 

Friday, March 9, 2012, 8:00 am-3:00 pm 

Please join us for an all new 2012 CAI-MN Trade Show!

Featured Speaker: Julie Adamen 

This event will be the celebration of the year. It will be a full-day 

event inviting managers, board members, and vendors alike 

to come together to take part in education and exhibiting op-

portunities.  There will be door prizes, a luncheon and a vendor 

show plus happy hour to see all the industry has to offer.

 

This event is a trade show and mixer with leading service 

providers in the community management industry. There will 

be an all new exhibit hall with up to 100 vendors participating.  

There will be an opportunity to speak one-on-one with all of 

our industry experts.  Service providers from around the country 

are planning to attend this event to provide you with cutting-

edge information to help you to be an informed leader in your 

community. Lunch is provided and there are plenty of prizes to 

be won. Don’t miss this opportunity to meet all of your business 

partners in one event!

Register online today at www.cai-mn.com!

cai-mn

TRADEShow 

Concrete – Asphalt – Seal Coating
Peter Tjornhom

Phone: 952-994-9029
www.trusealamerica.com
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As the community association 
industry continues to realize 
explosive growth – 55 million 
Americans now live in a planned 

community vs. almost none only 30 years 
ago – this evolution also brings advance-
ments in education and technology.  And as 
often is the case, progress is accompanied by 
confusion.  

In the early years, prospective buyers didn’t 
know what they were getting into with 
community living.  Board members volun-
teered to conduct practically all aspects of 
managing the association – an attorney on 
the board would handle legal aspects; the 
treasurer, often a CPA, would manage the 
books; and all the board members would 
field those calls from homeowners who de-
manded that their sinks be unclogged at as-
sociation expense – in other words, manage 
the association, and more.  Board members, 
unit owners, and prospective buyers were 
naive at best.  

Over time, boards became more educated in 
their roles as fiduciaries of these non-profit 
corporations.  Smart boards began look-
ing for professional help in all facets – legal 
counsel, accounting services, professional 
Reserve Study providers, and property 
management firms – all specializing in the 
unique needs and issues that are specific to 
community living.

The explosive growth of Reserve Study 
services is a good example of boards seeking 
professional expertise.  Association boards 
were unsure for years about how to achieve 
the goal of adequately handling future 
capital expenditures.  Confusion reigned 
supreme in the difficult task of finding a 
professional Reserve Study provider, let 
alone selecting the right one.

The Professional Reserve Study industry is 
only about 25 years old.  As the demand for 
professional Reserve Studies grew, so did the 
number of Reserve Study providers.  The 
big problem from the ensuing proliferation 
of Reserve Study providers was that there 
were no guidelines as to what constitutes a 

professional Reserve Study and who should 
conduct them.  

The industry has seen the emergence of two 
organizations that are committed to devel-
oping high standards of professionalism for 
Reserve Study providers: The Association 
of Professional Reserve Analysts (APRA), 
followed by Community Associations 
Institute’s Reserve Professionals Committee.  
The designations achieved in the respec-
tive organizations are PRA (Professional 
Reserve Analyst) in APRA; and RS (Reserve 
Specialist) in CAI.  The organizations share 
a primary goal: to establish high standards 
to ensure that both the engineering and 
financial components of a Reserve Study 
are included; and that high engineering 
standards in Reserve Study preparation are 
followed by the preparers of Reserve Studies.

APRA’s reach extends across all industries, 
including the private and public sectors, 
while CAI remains focused strictly on the 
community association industry of residen-
tial housing for 42 million Americans.  Re-
serve Study proposals should include certain 
criteria that are required by both APRA and 
CAI’s Reserve Professionals Committee.  

FAQs (Frequently Asked Questions) should 
include:  What’s the Benefit to the Ulti-
mate Consumer or Board?  

They’ll have the opportunity to hire “the 
best” in their field.  The board will be better 
equipped to differentiate proposals and 
make the proper business decision when 
selecting a Reserve Study provider – in 
other words, apples to apples comparisons.  
They’ll also take comfort in knowing that 
the provider is experienced in Reserve Study 
services and that they won’t be a guinea pig 
for someone who is not a specialist in com-
munity association work but claims to be 
able to conduct a Reserve Study.  

Top Ten Questions You Should Ask 
Your Reserve Study Provider

The following questions are offered as a 
guide in the decision making process to 
select a Reserve Study firm.

1)  What is the firm’s background and 
experience? Engineers? Architects?  What 
are their credentials?  How many Reserve 
Studies has the firm conducted in the last 
year? Five years?  Ask for employee qualifica-
tions in the proposal.
 
2)  What organizations does the firm 
belong to that helps you in conducting 
Reserve Studies?
These may include the Association of Pro-
fessional Reserve Analysts or Community 
Associations Institute.

Other trade associations:  American Associa-
tion of Cost Engineers, American Society of 
Heating, Refrigerating and Air-Condition-
ing Engineers (ASHRAE), Assn. of Con-
struction Inspectors, etc.

3)  Does the firm comply with APRA 
and CAI basic requirements for a Reserve 
Study? Are both the engineering and fi-
nancial components of the Reserve Study 
included, as required by both APRA and 
CAI?  The Reserve Study must include: 
inventory of common elements, useful life, 
remaining useful life, future replacement 
costs, and a funding plan to set up sufficient 
reserves.

4)  What percent of the firm’s work is for 
community associations?  Does the firm 
specialize in reserve studies or is it working 
for community associations as a sideline 
business?  If not, they may not be able to 
take cost saving success stories from other 
communities and apply them to your as-
sociation.

5)  What is the size of staff involved in 
the assignment?  What is the background 
of the individual inspecting the association? 
Will others in the firm be involved?  Does 
the firm have a strong quality control system 

Selecting a Reserve Study Professional – Why and How?
by John P. Poehlmann, reserve advisors inC

reserve study ProFessional Continued on Page 18
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Federal Housing Administration’s (FHA) Condominium 
Guidelines 

From Cai mortgage matters

The ever-changing FHA Condomin-
ium Guidelines continued to create 
problems for many CAI members 
in 2011. Despite the challenges, 

CAI was able to work with FHA to amend 
some of the FHA lending criteria even as 
FHA released new policy that created new 
obstacles for condominium associations. 

In June of 2011, FHA issued major revi-
sions to the Condominium Guidelines, 
which, according to FHA, would address 
concerns raised by CAI. While the new 
guidelines added some flexibility on assess-
ment delinquencies, commercial space and 
rental restrictions, they also imposed new 
and troubling criteria on fidelity insurance, 
project certifications and assessment delin-
quency calculations. 

After the release of the new guidelines in 
June, CAI worked with our members to es-
calate our efforts to persuade FHA to engage 
in a more rational and transparent process 
in developing condominium guidelines. 
First, CAI sent a letter summarizing con-
cerns about the new guidelines to the FHA 
commissioner. CAI noted that the require-
ments FHA imposed on fidelity insurance 
and project certifications were in conflict 

with many state laws and with the best 
practices of condominium associations. CAI 
also chided FHA for putting the burden of 
collecting assessments from bank-owned 
properties on association boards rather than 
on the banks that get a subsidy from FHA 
under the condominium loan program. CAI 
also filed an administrative challenge against 
the new guidelines, arguing that FHA failed 
to do minimal due diligence when drafting 
the new requirements. Then, working with 
our state Legislative Action Committees, 
we took our concerns directly to members 
of Congress in August. Additionally, when 
FHA announced during a public train-
ing session that it would be looking at the 
issue of deed-based transfer fees, CAI sent 
a strongly worded letter urging it to engage 
in outreach and research before taking any 
unilateral action. 

The arrival of fall saw the return on the 
investment in our Congressional Outreach. 
First, FHA backed away from its costly and 
duplicative management company fidelity 
bonding mandate. This was followed a few 
weeks later by key members of Congress 
and the Senate sending letters critical of the 
FHA guidelines and the lack of transparency 
in their development. Through these efforts, 

CAI will continue to move FHA policy to 
more rational and fair criteria. 

As year end approached, FHA’s financial po-
sition showed significant deterioration, with 
the organization well below its statutorily-
mandated reserve requirements. There were 
whispers in Washington of a pending bail-
out, which would be bad news for potential 
condominium buyers as FHA continues to 
be the pre-eminent lender for condominium 
mortgages. This also will likely make CAI’s 
task for pushing for reforms of FHA lend-
ing criteria even more challenging. At the 
close of 2011, it looks as if 2012 will be yet 
another year filled with challenges on the 
mortgage front. 

As part of our ongoing Mortgage Matters 
Program, CAI is working to protect home-
owners in community associations and to 
ensure access to fair and affordable mortgage 
products for all current and potential com-
munity association residents. You can follow 
our work and share your thoughts at www.
caimortgagematters.org. 

in place?  Will the principals of the firm be 
involved in the analysis, review, etc.?

6)  Does the firm use full-time employees 
only, subcontract engineering or account-
ing services, or is it part of a loose affilia-
tion with other firms spread throughout 
the United States?  This question can speak 
volumes about the expertise of the firm and 
its individuals.

7)  Which method do you use for fund-
ing reserves?  Of the two methods, cash 
flow and component, APRA and CAI both 
endorse the cash flow method, which should 
determine minimum but stable levels of 
funding over the term of the analysis.

8)  What is your basis for replacement 
costs of the common elements?  Databases 
purchased from national companies, con-
tractors, manufacturers, internal database 
information, etc.

9)  Do the reports comply with the AICPA 
Audit Guide and relevant state statutes?

10)  Are many Reserve Study references 
provided that are either of similar proper-
ties or in close proximity to home or 
both?   Call references.  They often can shed 
much light on their likes and dislikes with 
the firm.

The dangers of not funding or under-
funding reserves cannot be overestimated.  
Virtually every property manager can 
speak of instances where association boards 
were faced with unpopular and/or diffi-
cult choices such as special assessments or 
obtaining bank loans in order to maintain 
the common elements for which they are 
responsible.  Board members are fiduciaries 
of their Association, just as corporate board 
members are fiduciaries of their companies.

A professional Reserve Study is an accurate 
long range strategic plan that is essential 
for an association’s success.  Besides, it just 
makes good business sense.

reserve study ProFessional From Page 17
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