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As I write this column, the 
holiday rush is all around.  I 
hear carols in my car, at the 
mall, even — clichéd as it 
may be — in elevators. 

When listening to “The 12 
Days of Christmas,” I got 

to thinking about how the message of this song 
applies to our industry, and how, when we do 
our jobs well, we are able to bring comfort and 
joy to homeowners living in common-interest 
communities.

You know the tune — everyone from Frank 
Sinatra to the Muppets has recorded a version 
of this song — so hum along with me as I share 
some thoughts about gifts we can bring to com-
munity associations in the coming year.

On the first day of Christmas my association 
manager gave to me:

Governing documents that are easy to read.

On the second day of Christmas my association 
manager gave to me:

2 friendly notices and Governing documents that 
are easy to read.

Now the tune is firmly established in your mind, 
right?  So, fill in the blanks and read on:

3 well-maintained amenities

No 4-closures

5 manicured lawns

6 closed collection cases

7 pools for swimming

8 snow-plowed driveways

9 lawyers helping

10 accountants counting

11 busy board members

12 happy homeowners

By the time you read this, the decorations will be 
packed away again until next year and we’ll be 
back to the day-to-day business routine.  As the 
new year unfolds before us, let’s keep the holiday 
spirit alive and remember that all throughout 
the year, we can deliver important gifts of peace 
and harmony to homeowners through everyday 
actions.

Wishing you a happy and prosperous 2013!

From the President By Traci Lehman | cai-mn PresidenT



Minnesota Community Living4

,

CAI-MN New Year’s Resolutions
By monte ABeler, CAi-mn AssistAnt exeCutive direCtor 

Tis the 
season for 
new year’s 
resolu-

tions.  As the year 
of 2013 begins, it 
is a great time to 
think about the way 
we are living our 

lives.  During this time of reflection, many 
of us will find areas that could use improve-
ment, resulting in new goals being made.  
Unfortunately, the bad news is most goals 
fail after a few short weeks due to tiredness 
and lack of motivation.  But there is good 
news too!  When accountability is added to 
the equation, the success rate is substantially 
higher and goals are often accomplished.  
That being said, CAI-MN would like to 
serve as your “accountability partner” in the 
year of 2013.  We promise to do our best to 
encourage and provide ways for you to ac-
complish your goals.  Here is a list of the 10 
most common New Year’s resolutions across 
the country, along with how they can be ap-
plied and accomplished at CAI-MN.  

1. Learn something new.
 CAI-MN offers many educational 

events for you to learn something new.  
These are not designed to be review 
sessions but rather to build up your 
knowledge and make your community 
association experience better.    

2. Get fit and lose weight.
 No, we are not a fitness club, nor do 

we own any treadmills.  However, the 
online resources we offer are designed 
to help you cut off the extra flab from 
your community governance and get 
toned with best practices.  Whether you 
are a community manager or volunteer 
on a board, we have a workout plan for 
you.

3. Quit smoking.
 CAI membership offers some “smoking 

hot” deals on HOA governance pub-
lications, event registration discounts, 
and access to free resources. CAI offers 

you real value to you and your commu-
nity and that’s not just blowing smoke!

4. Manage debt and save money.
 As a member of CAI-MN, not only 

will all the events cost less than the 
non-member price but your training 
will also help you save money for your-
self and your association in the future.   
You also have access to our online Ven-
dor Finder, which includes professional 
services specializing in managing your 
association’s debt. 

5. Enjoy life to the fullest.
 CAI-MN is the place for you to be rep-

resented at the state legislature, trained 
for professional development, and 
equipped with helpful resources.  No 
doubt these opportunities will help you 
enjoy your career or your home more 
fully.  

6. Volunteer to help others.
 CAI-MN offers many opportunities for 

volunteers.  Volunteer on one of our 
eight committees:  Education, Com-
munity Association Volunteer Leaders 
(CAVL), Legislative Action, Member-
ship, Communications, Golf, Trade-
show, and Vision Awards.  Whether 
you enjoy writing articles, planning 
networking events, greeting event 
attendees, or serving in some other 
fashion, we will happily accept your 
volunteer services. 

 
7. Eat healthier.
 Meals are provided at most CAI events 

and it’s much healthier than fast food.  
 
8. Spend more time with family and 

friends.
 We are built on being a solid commu-

nity where you can network.  As you 
spend more time with CAI-MN, you 
will find that you really are spending 
more time with friends.   Most events 
happen during business hours as well, 
allowing you to spend time at home 
with your family.

9. Find true love.
 We haven’t heard any stories of people 

meeting at a seminar and falling in 
love, but you never know when it could 
happen.  A lot of members do love 
getting their certification though; so 
if you are interested in changing your 
last name to include PCAM, AMS, or 
CMCA at the end, you are in the right 
place.

10. Stop procrastinating. 
 Join now!  Become a member at www.

cai-mn.com, call 1-888-224-4321, or 
send an email to memberservices@
caionline.org. CAI-MN is here to help 
you accomplish your goals.  Together 
we can make 2013 a successful year, 
with many more to follow!

'

Robert  M.  Rosenberg
Lawyer

MSBA  Board Certified 
Real Property  Law Specialist

Representing
 Condominium,

Planned Community and
Cooperative  Associations

Robert  M.  Rosenberg,  P.A.
900  IDS Center

80 South 8th Street
Minneapolis, MN 55402

612 349 5290

M E M B E R
M E M B E R  O F

VECTORBUTTONS.COM

facebook.com/CAIMinnesota
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This column 
is comprised 
of questions 
that have 

been posed to me by 
homeowners, property 
managers and related 
professionals regarding 

legal issues they have encountered with respect 
to their associations.

My association publishes meeting min-
utes that include the names, delinquent 
assessment amounts and unit addresses of 
individual owners who are behind with 
their assessment payments, and also pub-
lishes the units that are being foreclosed 
on, either by the mortgage company or 
the association.  Is this OK?

Well, I’m going to cop out of this answer 
slightly, and not address the “is it OK” 
question, but instead answer “Is this a good 
idea?”   All homeowners are members of the 
association and have a right to review the 
association’s books and records.  They are 
able to see what units are behind in their 
assessments.  It would also be permissible 
for the association to send out a newsletter 
or post a notice on an inside bulletin board  
listing which units are delinquent. 

It should be noted that although associa-
tions have the right to inform members of 
delinquent accounts, it could open itself up 
to a heap of trouble if it incorrectly lists an 
owner as delinquent.  Should the association 
state that owner X was delinquent and in 
fact X was current, the association could be 
sued for defamation. Most associations that 
have addressed this issue of public shaming 
have decided that it is not worth the risks of 
wrongly stating the status of an account. In 
my opinion, the benefit does not outweigh 
the risk.

I live in a newer association that recently 
performed a reserve study.  We learned 
that many of our components have a 50 
year expected useful life.  State law only 
requires that we reserve for components 
that have a useful life of 30 years or less.  
How do we properly reserve for these 
components?

Starting with fiscal years commencing in 
2012, Minn. Stat. §515B.3-1141 controls 
the replacement reserve requirements for 
MCIOA associations.  The statute requires 
that associations include in their budgets 
contributions to a reserve account to fund 
the replacement of “those components 
which the association is obligated to replace 
by reason of ordinary wear and tear or ob-
solescence.”  Minn. Stat. §515B.3-1141(a).  
Subsection (a)(1) provides that the associa-
tion must consider the estimated remaining 
useful life of the component and states that 
the reserves do not have to be segregated for 
a specific component.  This means that a 
single reserve account can be created where 
the reserve funds for all items can be com-
mingled.  In addition, the board must take 
into effect how much useful life remains on 
each component when setting the reserve 
contribution amount for the annual budget.

As stated in the question, the law only 
requires that components with a remaining 
useful life of 30 years or less be reserved for.  
If you have a component that is required 
to be replaced by the association and has a 
useful life more than 30 years, no reserve 
is required.  However, as the years progress 
the useful life will eventually fall to within 
the 30 year window.  At that time, the 
association must begin to reserve for the 
replacement of the component.  Please note, 
the 30-year requirement is the minimum 
required by the statute.  Although not 
common, the declaration may require that 
a longer useful life be used, or the board 
may decide to reserve even though it is not 
required to do so by the statute.  

One final note;  MCIOA was changed 
recently to require that reserves be kept in 
a separate bank account from the operating 
funds, and borrowing from the reserves to 
cover a shortfall in the operating fund isn’t 
allowed.

In my association I believe that the board 
is not following the governing documents.  
In particular we are supposed to be a no-
pet association and some members have 
pets; our garage stalls can not be rented to 
non-owners, but some are; and the board 
meetings are not being held as required.  

What can I do about that?

The question of what happens when 
homeowners do not follow the rules was 
addressed recently by attorney Matthew 
Drewes.  You can read Mr. Drewes’ article, 
Stick to Your Guns Without Shooting Yourself 
in the Foot: Enforcing Your Governing Docu-
ments and Rules, which was published in the 
May/June 2012 issue of this magazine on 
the CAI website (www.cai-mn.com).  

However, the question of what to do when 
a Board does not appear to be following the 
Governing Documents was not addressed.  
In a sense, the procedure is the same as Mr. 
Drewes details, as the Board members are 
(usually) also homeowners, and as such 
subject to the rules on pets, noise, etc.  But 
when the Board is not following MCIOA, 
further action may be necessary.  

Minn. Stat. §515B.4-116 provides that 
if an association violates any provision of 
MCIOA, or any provision of the declara-
tion, bylaws, or rules and regulations any 
person adversely affected by the failure to 
comply has a claim for appropriate relief.  
This relief may include an award of attorney 
fees should the violation be recognized by 
the court.  Most associations have similar 
language regarding lawsuits and awarding 
of attorney fees in their declaration, which 
would be beneficial for non-MCIOA as-
sociations.

Even though you have the right to sue, and 
be awarded your attorney fees if you prevail, 
it is often not the best course of action.  As 
a member of the association you would, in 
effect, be suing yourself.  Any attorney fees 
that are awarded would partially be paid 
for from your annual assessment, or even a 
special assessment.  Before running to the 
courthouse, I would recommend that you 
attend a board meeting and make a real ef-
fort to notify the board of any concerns, and 
provide them an opportunity to research 
the issue and correct their behavior.  I have 
found that most instances of a board not 
following the governing documents or 
MCIOA is an innocent mistake and not an 
intentional shirking of their duties.

Ask the Attorney
By nigel h. mendez, esq., CArlson & AssoCiAtes, ltd.
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Sara Lassila’s Tax Information Primer for Common Interest 
Realty Associations (CIRA)

By sArA m. lAssilA, CPA, sArA lAssilA, CPA, inC. 

Homeowners 
associations 
are often 
referred to 

as Common Interest 
Realty Associations 
or CIRA’s in the tax 
world. I will use CIRA 
as an acronym to refer 

to homeowners associations in general.  This 
article should not be used as tax advice in 
filing your CIRAs income tax returns.  This 
article is to provide general information 
about tax rules and options to consider in 
filing your CIRA’s returns.

CIRAs are generally taxed as corporations 
unless they have been approved by the tax-
ing authorities as a tax exempt organization 
under Internal Revenue Code (IRC) Section 
501(c). These CIRAs are typically very 
large associations that offer and maintain 
amenities that also regularly derive signifi-
cant income from the general public as well 
as members – such as golf courses, tennis 
clubs, equestrian facilities, marinas and 
other recreational facilities. The few CIRAs 
that have applied and been approved as tax 
exempt organizations will file Federal Form 
990 or possibly Form 990EZ.  Since home-
owners associations that have tax exempt 
status are uncommon in Minnesota, this 
article will not cover filing Forms 990/990 
EZ.  Plus, the 990 Forms are lengthy and 
Minnesota Community Living can’t give me 
that much article space.

More commonly, residential condominium 
associations, homeowners associations, and 
townhome associations may elect to be 
taxed either under IRC Section 277, to file 
their taxes using Federal Form 1120 (applies 
to certain membership organizations) or 
under IRC Section 528, to file Federal Form 
1120-H (applies specifically to homeowners’ 
associations).  Commercial condominium 
associations file Federal Form 1120.  Coop-
eratives are subject to subchapter T and file 
Federal Form 1120-C.  Timeshare associa-
tions may elect to file 1120-H if they meet 

the exempt function income and expense 
tests.

No matter how an organization is treated 
by the IRS, all CIRAs must file an annual 
federal tax return. It should not surprise 
you that a Minnesota tax return must also 
be filed.

Federal and State Tax Filing

The tax forms that most CIRAs are required 
to file are:
•	 Federal Form 1120-H (U.S. Income 

Tax Return for Homeowners Asso-
ciations) and Minnesota State Form 
M4NP, Unrelated Business Income Tax 
(UBIT); 
OR 

•	 Federal Form 1120 (U.S. Corporation 
Income Tax return) and Minnesota 
State Form M4, Minnesota Corpora-
tion Franchise Tax return;   
OR 

•	 Federal Form 1120-C (U.S. Tax Return 
for Cooperative Associations) and 
Minnesota State Form M4, Minnesota 
Corporation Franchise Tax return.  

Regardless of which pair of tax returns 
your CIRA files, both the Federal and State 
returns are due the 15th day of the third 
month following year end.  For example, a 
CIRA with a December 31 year end must 
file its tax returns by March 15.  A six-
month extension may be requested if the 
tax returns cannot be filed by March 15; 
Form 7004 is used to file for the extension.  
Extensions, along with any tax payment that 
is due, must be filed on or before March 15 
(or 15th day of the third month following 
year end for fiscal year CIRAs) or the CIRA 
is subject to late filing and late payment 
penalties.

Each CIRA in Minnesota is also responsible 
to file its Annual Nonprofit Corporation 
Registration with the Secretary of State on 
or before December 31, every year. 

Filing using Form 1120-H (U.S. 
Income Tax Return for Homeowners 
Associations) return

This tax form is often referred to as the 
“short form” or simply “1120-H”.  IRC Sec-
tion 528 requires the allocation of income 
and expenses between exempt function 
activities and its activities for the production 
of gross income (nonexempt function activi-
ties).  It is not taxed on its exempt function 
activities but is federally taxed at 30% on its 
net nonexempt function income. Timeshare 
associations that elect IRC section 528 are 
taxed at 32%.  A CIRA filing under IRC 
Section 528 makes the election by filing 
Form 1120-H, the homeowners association 
tax form.  The election to file Form 1120-
H is continuous until the CIRA applies for 
and is granted a revocation by the Internal 
Revenue Service.  No carryover of net oper-
ating losses is allowed when Form 1120-H 
is used.

A CIRA must meet these tests to qualify for 
IRC Section 528 treatment, and use Form 
1120-H:

1. Residential test – substantially (85%) 
all the units must be for residential use.

2. Income test – 60% of the gross income 
must be of exempt nature.

3. Expenditure test – 90% of the expenses 
must of exempt nature, qualifying 
expenditures.

4. No benefit test – the residual income 
may not be used for members’ benefit.

Exempt Function Income

To qualify under IRC Section 528, at least 
60% of the CIRA’s gross income for the year 
must consist of exempt function income. 
It must be received from owners in their 
capacity as CIRA members – not in their 
capacity as customers for goods or services.  

reAd the rest oF this ArtiCle online At 
CAi-mn.Com/disPlAyCommon.
CFm?An=1&suBArtiClenBr=332
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Sooner or later virtually every com-
munity association must enforce 
the restrictive covenants including 
the rules and regulations.  By using 

some time tested techniques and by under-
standing the applicable law, an association 
can accomplish this task with a minimum 
outlay of time, money and effort.  

Restrictive Covenants in General
Restrictive covenants and rules are designed 
to set minimum standards to be met by 
association members.  Compliance creates a 
uniform living environment for the owners 
living in a community association.  Because 
not every owner always complies, associations 
must be prepared to take enforcement action.

Restrictive covenant and rule enforcement 
raises a number of legal issues to be ad-
dressed by the association.  For example, 
what authority does the association have for 
enforcing the covenant or rule?  Typically, 
the either association's governing documents 
(declaration, bylaws, or rules and regulations) 
or statutes, such as the Minnesota Common 
Interest Ownership Act (MCIOA), provide 
the necessary authority.

The next issue is whether the associa-
tion member has truly violated the rule or 
covenant? The answer to this question 
comes from a review of the applicable facts 
on whether the conduct of a member has 
indeed run afoul of the covenant or rule.  
For example, is a licensed day care opera-
tion a violation of a covenant indicating that 
the property may be used for "residential" 
purposes only? Isn’t caring for children a 
residential use?

Next, the association needs to determine 
whether enforcement of the restrictive 
covenant against the association member is 
fair and reasonable.  The association must 
follow the proper procedures set forth in its 
governing documents in order to enforce its 
restrictive covenants.  Generally, associations 
must comply with the following procedures:   
a. Notice:  this procedure provides the 

offending member that his conduct 
is in violation of a covenant or rule of 
which the member had actual or implied 
notice.  As a practical matter, this notice 

may be the only action necessary by the 
association where the member was sim-
ply unaware that his conduct violated 
the restrictive covenant;

b. Hearing or opportunity to be heard:  
this procedure allows the member an 
opportunity to be heard before the asso-
ciation's Board of Directors or applicable 
committee;

c. Notice of Decision:  this procedure pro-
vides a definitive ruling on the members 
conduct with relation to the rule or cov-
enant.   Notice of the decision may also 
deter further violations of the rule or 
covenant by other association members;  

Types of Restrictive Covenants
Age restrictive covenants usually restrict 
occupancy of units within the association to 
persons of a specific age.  For example, the 
governing documents may restrict occupancy 
to persons 18 years old or older.  These re-
strictions are enforceable, but only under very 
limited circumstances.  The Fair Housing 
Amendments Act and the Minnesota Human 
Rights Act prohibit "discrimination" based 
on age unless certain rigid criteria are first 
met by the association.  

Leasing restrictions limit the ability of own-
ers to lease their unit(s).  The purpose of this 
type of covenant is to keep the association 
from taking on the characteristics of an apart-
ment or rental community.  It is generally 
believed that owner occupants take better 
care of their surroundings than do renters.  
Leasing restrictions are generally enforceable 
because the association has a recognized in-
terest in the environment of the community.  
Caution is warranted to avoid any discrimi-
nation in rules or enforcement.  

Architectural control restrictions protect the 
appearance of the exteriors of the buildings 
within the community association.  Examples 
of these restrictive covenants are covenants 
limiting the building of fences and other 
structures, restricting the color of buildings 
or the color and type of roofing materials and 
prohibiting additions to the exteriors of units.  
These covenants are generally enforceable.  
However, there are exceptions.  For example, 
federal law (the Telecommunications Act and 
FCC Regulations) limits the enforcement of 

restrictive covenants regarding satellite dishes 
less than one meter in diameter.  Inconsis-
tent enforcement can be an impediment to 
enforcing architectural control restrictions.  
If the association prohibits member A from 
building a fence, then the association must 
also enforce the same restriction against 
member B and other members of the associa-
tion.

Pet restrictions are used by associations to 
govern the ownership and control of pets.  
These restrictions arise from the association's 
interest in the environment, appearance and 
safety of the properties within the commu-
nity.  Therefore, pet restrictions are generally 
enforceable.  They are however, some of the 
most difficult to enforce without resorting to 
legal action, due the emotional attachment 
of people to their pets.  Also, federal and 
state laws limit the enforcement of no-pet 
covenants or rules where a unit owner or 
occupant is "disabled."  Recently, there has 
been a marked trend whereby residents in 
community associations that restrict pets will 
obtain letters from their doctors stating that 
the person is "disabled" and needs a pet to 
accommodate the disability (this topic is the 
subject of its own extensive article).  An as-
sociation is obligated to provide a "reasonable 
accommodation" in these circumstances and 
allow the owner to keep a pet, if the owner 
is truly "disabled."  These requests require 
special handling and often the assistance of 
counsel.  Great caution in handling these 
situations is advised. 

Covenants restricting business use are often 
areas of dispute because associations have le-
gitimate concerns over owners conduct busi-
ness from their units.  The usual reasons for 
restricting business use are that such business 
use would increase traffic in the community 
and such usage would increase the potential 
liability to the association for non-members 
on the association grounds.  The enforce-
ability of business use restrictions depends 
upon the specific language of the association's 
governing documents.

reAd the rest oF this ArtiCle online At 
CAi-mn.Com/disPlAyCommon.
CFm?An=1&suBArtiClenBr=333

Covenant and Rule Enforcement
By todd r. iliFF, esq.
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Action Without Meeting/Meeting Without Action
By miChAel d. Klemm, dougherty, molendA, solFest, hills & BAuer P.A.

Under Minnesota Statutes Chapter 
515B, the Minnesota Common 
Interest Ownership Act (MC-
IOA), association business gener-

ally should be conducted at board meetings 
open to unit owners who receive reasonable 
notice of the date, time and place of the 
meetings. This article addresses whether 
directors may take action without meeting or 
meet in private to discuss association matters 
without taking action. 

Action Without Meeting
A. General Rule

Most homeowners associations in 
Minnesota are nonprofit corpora-
tions governed by Minnesota Statutes 
Chapter 317A, the Minnesota Nonprofit 
Corporation Act. MCIOA provides that 
the law of corporations supplements 
the provisions of MCIOA, except to the 
extent that corporate law is inconsistent 
with MCIOA.

Minnesota Statutes Section 317A.239 
authorizes boards to take action without 
holding a meeting, and most associa-
tion bylaws also authorize boards to take 
action without meeting. MCIOA does 
not prohibit action without meeting, so 
boards may use this tool in appropriate 
circumstances, unless prohibited by their 
governing documents.

B. Written Action By All Directors
Minnesota Statutes Section 317A.239 
provides that “An action required or 
permitted to be taken at a board meeting 
may be taken by written action signed, or 
consented to by authenticated electronic 
communication, by all of the directors.” 
This statutory grant of authority is suf-
ficient on its own; it is not necessary for 
the articles of incorporation, declaration 
or bylaws to contain a similar provision.

On the other hand, MCIOA and the 
association’s governing documents may 
require a board meeting for certain 
actions. For example, MCIOA requires 
notice and an opportunity to be heard by 
the board or a committee appointed by it 

before the board levies fines for violations 
of the governing documents or the rules 
and regulations. 

A written action is a common corporate 
document that typically contains the fol-
lowing components:
1. Caption (“Action in Writing by 

[name of corporation]”);
2. Introductory paragraph stating that 

the Action in Writing is made by all 
of the directors of [name of corpo-
ration] on [date] pursuant to Min-
nesota Statutes Section 317A.239;

3. Recitals stating the reasons for tak-
ing the action (“Whereas, …”);

4. A transition between the recit-
als and the list of actions (“Now, 
Therefore, Be It Resolved”);

5. A list of actions;
6. A closing sentence (“In witness 

whereof, the undersigned have 
executed this Action in Writ-
ing effective this ______ day of 
__________, 20__”); and

7. Signatures of all Directors.

C. Written Action by Majority of Directors
If the Articles of Incorporation so provide, 
an action of the board that does not require 
member approval  may be taken by written 
action signed, or consented to by authenticat-
ed electronic communication, by the number 
of directors that would be required to take 
the same action at a meeting of the board at 
which all directors were present. 

In many associations, approval by a 
simple majority of the board is sufficient 
to take action at a board meeting. In that 
case, the articles of incorporation may 
authorize a majority of directors to take 
written action without meeting, so long 
as member approval is not required. 

Written action by a majority of direc-
tors is not valid if member approval is 
required. For example, if the declaration 
requires member approval of a special 
assessment, then a special assessment 
may not be authorized by fewer than all 
directors without a board meeting. 

When written action is permitted to be 
taken by fewer than all directors, the 
Minnesota Nonprofit Corporation Act 
provides that all directors must be notified 
immediately of its text and effective date. 
However, failure to provide the notice 
does not invalidate the written action. 

A director who does not sign or consent 
to a written action is not liable for the ac-
tion. Note that this is opposite from the 
general presumption that a director who 
attends a board meeting assents to action 
taken at the meeting. i

D. Authenticated Electronic Communication
A written action may be approved by 
authenticated electronic communication, 
which is defined in Minnesota Statutes 
Section 317A.011. 

“Electronic communication” means “any 
form of communication, not directly 
involving the physical transmission of 
paper, that creates a record that may be 
retained, retrieved, and reviewed by a 
recipient of the communication, and 
that may be directly reproduced in paper 
form by the recipient through an auto-
mated process.”

“Authenticated” means that the elec-
tronic communication “is delivered to 
the principal place of business of the 
corporation, or to an officer or agent of 
the corporation authorized by the cor-
poration to receive the communication, 
and that the communication sets forth 
information from which the corporation 
can reasonably conclude that the com-
munication was sent by the purported 
sender.”

Examples of authenticated electronic 
communication may include electronic 
mail (e-mail) and facsimile transmission, 
if they satisfy the requirements under 
Minnesota Statutes Section 317A.011.  

E. Effective Time
A written action is effective when signed, 
or consented to by authenticated elec-

ACtion Without meeting Continued on PAge 15
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tronic communication, by the required 
number of directors, unless it states a 
different effective time.

Caution: If the Articles of Incorporation 
authorize written action to be taken by 
fewer than all directors, then a writ-
ten action may become effective before 
some directors receive notice of the issue 
or have an opportunity to share their 
opinion. In that case, the association will 
not have the benefit of their knowledge, 
experience and consideration of the mat-
ter. For this reason, associations may wish 
to take written action only by approval of 
all directors.

Meeting Without Action
Directors may be inclined to meet informally, 
without notice to unit owners, to discuss as-
sociation matters without taking action. This 
may feel natural, as association directors are 
neighbors volunteering their time and effort 
for the good of their community. However, 
the statutory requirements of notice to unit 
owners and open board meetings apply re-
gardless whether action is taken at a meeting. 

A. Notice Requirement
MCIOA provides that “to the extent 
practicable, the board shall give reason-
able notice to the unit owners of the 
date, time, and place of a board meet-
ing.” Notice is not required if the date, 
time, and place of board meetings are 

stated in the declaration, articles or 
bylaws, announced at a previous board 
meeting, or posted in a designated loca-
tion accessible to the unit owners, or in 
case of emergency.

B. Open Meeting Requirement
Under MCIOA, meetings of the board 
of directors must be open to the unit 
owners, except Minnesota Statutes Sec-
tion 515B.3-103(g) provides that board 
meetings may be closed to discuss the 
following: 
1. personnel matters;
2. pending or potential litigation, arbi-
tration or other potentially adversarial 
proceedings, between unit owners, be-
tween the board or association and unit 
owners, or other matters in which any 
unit owner may have an adversarial inter-
est, if the board determines that closing 
the meeting is necessary to discuss strat-
egy or to otherwise protect the position 
of the board or association or the privacy 
of a unit owner or occupant of a unit; or
3. criminal activity arising within 
the common interest community if the 
board determines that closing the meet-
ing is necessary to protect the privacy of 
the victim or that opening the meeting 
would jeopardize investigation of the 
activity.

The open meeting requirement applies 
even if the board merely discusses as-

sociation business and does not take any 
action.

Conclusion
In general, the best practice is to discuss and 
decide association matters at board meetings 
for which owners are given reasonable notice. 
Written actions should be used sparingly to 
supplement rather than replace board meet-
ings.  Further, under MCIOA, a quorum of 
the board should not discuss association busi-
ness in private meetings or without giving 
notice to unit owners, except in the limited 
circumstances allowed under MCIOA. 

The information in this article is general in-
formation based on laws in effect at the time 
of this writing and does not constitute legal 
advice regarding any particular case, which 
may vary depending on the facts, governing 
documents and applicable statutes.

i Minn. Stat. Section 317A.231, Subd. 3, states “A director 
who is present at a meeting of the board when an action is 
approved by the board is presumed to have assented to the 
action approved, unless the director:
(1) objects at the beginning of the meeting to the transaction 
of business because the meeting is not lawfully called or con-
vened and does not participate in the meeting, in which case 
the director is not considered to be present at the meeting for 
purposes of this chapter;
(2) votes against the action at the meeting; or
(3) is prohibited from voting on the action by the articles 
or bylaws or as a result of a decision to approve, ratify, or 
authorize a transaction pursuant to section 317A.255 or a 
conflict of interest policy adopted by the board.”
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CAI-MN 2013 Tradeshow: Join Us!
February 15, 2013

St. Paul RiverCentre

CAI-MN welcomes our 2013 Keynote Speaker, Mary Bujold!

Mary Bujold, CRE
President and Director of Research – Maxfield Research, Inc.
 
Mary has more than 25 years of experience in real estate research and 
consulting and is considered a market expert in the field of residential 
real estate and in market analysis for financial institutions. She regu-
larly testifies as an expert witness for eminent domain, tax appeal and 
other types of real estate litigation.
 

As President, Mary heads projects for large-scale land use and redevelopment studies in-
cluding downtown revitalization for private developers and municipalities as well as private 
developers and universities on their student housing needs.
 
Mary will present an industry forecast for Minnesota’s community association market and 
the real world impact this has on the role of board members and community managers.
 
Registration is now open!

Exhibitor & Sponsorship Opportunities available at www.cai-mn.org.
 
 
Save the Date: Vision Awards
Join us for an evening of celebration highlighting the “best of the best” in the commu-
nity association management industry!
 
9th Annual Vision Awards
May 9, 2013
International Market Square
 
Highlights for the 9th Annual Vision Awards
•	 New Sponsorship Opportunities
•	 Networking with Industry Peers
•	 Door Prizes
•	 CAI Annual Meeting

CAI-MN will begin accepting nominations for all categories beginning February 1, 2013.  
Please visit www.cai-mn.org for all Vision Awards information.
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C rystal Pingel of Cities Manage-
ment recently joined the elite 
group of association managers 
who have earned the Profes-

sional Community Association Manager 
(PCAM) designation from the Community 
Associations Institute (CAI). The PCAM 
is the pinnacle of community association 
management. Crystal is one of more than 
1,600 managers nationwide who have 
earned the highest level of professional 
recognition in the community association 
field. 

To earn the PCAM designation, managers 
must have 5 years of community associa-
tion management experience, complete 
more than 100 hours of course work and 
write a case study. 

CONGRATULATIONS, Crystal!

Member News
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