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Recognition:  This is some-
thing we all appreciate for 
the work we do.  I think we 
all smile if an occasional “atta 
boy/girl” comes our way every 
now and then.  How about all 
of those who serve our com-
munities?  What do we do to 

recognize them?  Community Association Board 
members put in countless hours as unpaid vol-
unteers in their roles directing the affairs of their 
associations.  Professional Property Managers 
handle numerous properties, participate in ongo-
ing training, are responsive well past an eight-
hour workday, and treat everyone with equanim-
ity and cheerfulness as if their job depends on it.  
In my work with both boards and managers, I 
continue to be impressed at the professionalism 
displayed.  It speaks highly for our communities 
and those who work with them.  Thus, I think it 
is incumbent on all of us to recognize the work 
and dedication of the men and women who serve 
our communities at every opportunity.  

Homeowners and Property Managers received 
an opportunity for recognition at the recent 
2011 Vision Awards.  Congratulations to Aron 
Ponthan of Gittleman Management Corporation 
as Rookie of the Year, Glen Edin of Edinburgh 
Association as HOA of the Year, Patrick Hynes 
as Outstanding Chapter Volunteer, and Margaret 
Carter of Gittleman Management Corporation 
for Excellence in Service.  The Vision Awards 
program is a great opportunity every year to 
celebrate the unsung heroes of our communities.  
This was an excellent event at a new venue this 
year which we all should remember to heartily 
support and attend in coming years.  

Another often overlooked recognition issue is 
the lack of understanding of manager profes-
sional development accomplishments.  You often 
see after a manager’s name the designations of 
CMCA or PCAM, but what do they mean?  
The short answer is that they are professional 

designations that indicate an “above and beyond” 
level of training and professional development.  
The CMCA certification (Certified Manager of 
Community Associations) requires completion 
of CAI’s Professional Management Development 
Program (PMDP) M-100 course, “The Essentials 
of Community Association Management,” and 
successful completion of the CMCA examina-
tion.  The AMS designation (Association Man-
agement Specialist), requires two years of verified 
management experience, successful completion 
of the M100 course and examination, and com-
pletion of two higher level M200 courses.  It fur-
ther requires redesignation every three years with 
continuing education requirements.  Finally, the 
PCAM designation (Professional Community 
Association Manager) requires five years of veri-
fied management experience, completion of the 
M100 course and examination, and completion 
of all six M200 courses.  If that wasn’t enough, 
the candidate also has to earn enough points on 
the PCAM application, and must complete an 
extensive Case Study examination.  Redesigna-
tion and continuing education are also required.  
Obviously, obtaining these designations is no 
small thing.  They are symbols of a commitment 
to the highest levels of professional accomplish-
ment in our industry, which in turn benefits us 
in the service we receive.    

We are often quick with the critical word or 
complaint.  However, a few words of praise go 
a really long way.  Thus, when we have the op-
portunity, let’s not miss a chance to gratefully 
recognize our volunteers and managers for their 
hard (and often unnoticed) work.  

From the President By Jonathan Edin | Cai-Mn PrEsidEnt
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A Growing Trend

Smoke-free policies for multi-
unit residential buildings are be-

coming more and more common across the 
country and in Minnesota.  Property owners 
and homeowners associations are recogniz-
ing the health and maintenance benefits of 
prohibiting or restricting smoking.  Federal, 
state and local authorities are encouraging, 
and in some locations mandating, measures 
to protect residents from exposure to sec-
ondhand smoke.

Minnesota state law requires that the com-
mon areas of rental apartment buildings be 
smoke-free.  The Department of Housing 
and Urban Development is encouraging all 
public housing authorities and Section 8 
project-based properties to adopt smoke-free 
policies.  More than 50 housing authorities 
in Minnesota have smoke-free policies.  Sev-
eral cities and counties in California require 
smoke-free policies for all multi-unit proper-
ties, rental buildings and condominiums.  
Going smoke-free in multi-unit housing is 
a national trend that is picking up speed.  Is 
this policy something that a homeowners as-
sociation should consider for its condomini-
um, cooperative or planned community?

Is this right for our association?
Homeowners associations that are consid-
ering a smoke-free policy should review 
several factors to help them determine if a 
smoke-free policy is the right choice for their 
complex, and what type of policy would be 
the best fit.

•	 What areas should the policy cover?  
Under Minnesota law, a condominium 
complex is considered private property, 
so smoking is permitted in all parts 
of the building and on all areas of the 
property.  Depending on the support 
within the community, the association 
could start with a policy that just pro-
hibits smoking in the common areas.  
If the community strongly supports a 
comprehensive policy, smoking could 
be prohibited in all parts of the build-
ings, including individual units, and all 
outdoor areas.

•	 Who should be covered by the policy?  
This question is generally one of the 
most sensitive.  Current owners who 
smoke purchased their property with 
the expectation that they would be able 
to smoke in their units.  At the time of 
the sale, however, they received copies 
of the condominium’s governing docu-
ments so they were aware that rules 
regarding prohibited activities and unit 
use can be changed.  “Grandfather-
ing” existing smokers (allowing them 
to smoke until the unit is sold) may 
seem to be the fairest approach, but 
it indefinitely delays the benefits of a 
smoke-free environment and can create 
enforcement issues.

•	 How much is the association willing 
or able to spend on implementing the 
policy?  Implementing a smoke-free 
policy will involve some cost for the 
association.  If the policy is adopted as a 
change to the rules and regulations, the 
cost can be relatively minor; the change 
can be made by a majority vote of the 
board.  Communicating the policy 
and providing signage may be the only 
costs involved.  If the policy is imple-
mented by changing the declaration, 
then the costs will increase because the 
association attorney will likely assist 
in drafting the amendment, arranging 
for membership voting, and, if passed, 
filing the amendment with the declara-
tion.

•	 Is enforcement a problem if a policy is 
adopted?  Based on the experience of 
condominium owners and associations, 
and many apartment building own-
ers and residents, the enforcement of 
smoke-free policies is generally not an 
issue. Most people abide by the policy, 
even smokers.  If violations occur, the 
policy should be enforced as any other 
policy, such as a prohibition against 
loud noise.

•	 What impact will a smoke-free policy 
have on resale value of the units?  As 
part of a research project on second-
hand smoke and common interest 

communities, the Public Health Law 
Center, the Association for Nonsmok-
ers-Minnesota, and the Center for 
Energy and Environment conducted re-
search on the experience of residents of 
condominiums with secondhand smoke 
coming into their units, and their atti-
tudes towards smoke-free policies.  One 
key finding demonstrated the strong 
preference among owner-occupants for 
smoke-free living.  Residents were asked 
whether they would choose a smoke-
free building or a smoking permitted 
building if they were considering pur-
chasing a unit; 80 percent responded 
that they would choose a smoke-free 
building.

•	 Does the homeowners’ association an-
ticipate a legal challenge to the policy 
if adopted?  If a minority of the associa-
tion members is strongly opposed to 
a smoke-free policy, the policy could 
be challenged legally.  Courts tend to 
defer to the association’s decisions if the 
policy is adopted by the supermajority 
required by state law (67 percent) or by 
the governing documents.  If the policy 
is adopted as a rule on a majority vote 
of just the board, then the courts might 
become more involved in reviewing the 
decision.  

Conclusion
Smoke-free policies provide many benefits 
for multi-unit, owner-occupied properties 
including:
•	 Creating	a	healthier	environment	for	all	

residents
•	 Reducing	fire	risks
•	 Enhancing	the	marketability	of	the	

property.
Adoption of smoke-free policies poses some 
challenges and may not be a good fit for all 
properties.  For those properties that support 
moving to a smoke-free environment, two 
key factors can help the transition: involve-
ment of all affected parties and careful 
consideration of all factors influencing the 
decision.  

Smoke-Free Policies for Condominiums
by Warren ortland, Public health laW center, William mitchell college oF laW
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Self-Managed Association Boards: The Top Six 
Challenges that Face a Board Today

by Joel starks, sharPer management

In this series we 
are focusing 
on you the 
board member 

and the challenges 
you face each day 
when running 
your homeowners 

association. We are exploring six challenges 
and ways to work through them. If you see 
something that seems common or you iden-
tify further challenges, do share. I will add 
your comments and feedback as the year goes 
on. You can email your comments to joel@
sharpermanagement.com.

A Board President speaks
A small-association board president reported 
the following struggles—not to mention the 
earful she gets from frustrated homeowners 
who don’t know how hard it can be to manage 
an association and work full time. Today we 
focus on our most precious commodity: time.

1. Enforcing rules: it is difficult to con-
front friends and neighbors.

2. Knowledge of pertinent statutes: trying 
to understand the “legalese.”

3. Developing meaningful specs for 
services/vendors, etc.: Not my area of 
expertise and requires time.

4. Frequent phone calls from members 
with matters that need attention: Time.

5. Keeping track of paperwork: Time. 
6. Foreclosures: How can we protect the 

investment? What if they vacate?

“BOARD” with the details
When recently asked how they handled 
time management and paperwork one board 
president said, “We didn’t! It was poorly-
organized chaos with volunteers, none of 
whom had any expertise other than experi-
ence and self-study in common interest 
communities.”

Committees
Associations should use committees as often 
as possible. This delegates work among the 

group, saving resources, and allows indi-
vidual board members to focus on areas of 
interest to them. Committees can include 
non-board members and this should be en-
couraged. Wonder if your board is too small 
for a committee? Anything to make things 
more open, communicative and engaging 
makes for a happy community.  This also 
helps mitigate the confrontational situa-
tions where an owner wants to give their 
feedback after the decision has been made 
with a simple “we encourage and value your 
feedback.  If you would like to be more in-
volved, please feel free to join a committee.”

Agendas
Stick to them!  Each person on the board 
should review the agenda at least 10 days 
prior to meeting. Add to the agenda as 
needed and lock the agenda at seven days 
prior. Allow for proper notification of owners 
about meeting dates, times and locations.

Take charge of the meeting/
conversation
A highly effective way to save time is to 
limit the small talk. By setting a time limit 
on a conversation or meeting, the parties are 
forced to get down to business. One way to 
do this is to schedule the meeting at a public 
place that forces you to finish by the next 
meeting being held or when the building is 
closing. 

Stop procrastinating
When there is a tough decision (like termi-
nating a vendor relationship, deciding on a 
maintenance project, or increasing dues) the 
longer a board waits, the worse it gets. Make 
a decision and move on. The worst thing 
you can do is have a lack of maintenance 
due to over-analyzing. This can paralyze the 
board and often its association. Make a plan 
and stick to it.

Use technology
It is far easier to transmit documents, send 
an email, or log a complaint or maintenance 

request online than by mail, phone, fax, or 
hand delivery.  With budget costs skyrock-
eting and printing costs high, try to use 
approved methods of communication that 
allow for timely responses and reach the 
most owners possible. And of course, still 
comply with your rules on delivery of all 
messages and content.

With so much content it is hard to imagine a 
volunteer board not getting frustrated.  The 
board president finished by saying, “I have a 
four-drawer file full of association paperwork; 
the president before me says he still has boxes 
of material; and the former secretary has ma-
terial. I look forward to the day when I can 
clear everything from my computer!”

Next issue we cover more time management is-
sues: Foreclosures, collections, and what to do 
when your investment seems to be dwindling 
and you must protect.  I also want to take this 
opportunity to express thanks to the readers 
of this series. A few comments were sent to 
me. “Is it self-management or utter chaos?” 
Another reader went on to say, “It is nice to see 
informative articles that don’t just advertise.” 
There is help. Please send your comments and 
questions in; I am eager to read and respond.

selF-management series

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 
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2012: Get Ready Cuz Here it Comes!
by gregory l. Pettersen, Pra, rs, reserve data analysis, inc.

Significant changes lie ahead for Min-
nesota’s condominium, townhome 
and co-op associations for their 
fiscal years beginning on or after 

January 1, 2012.  Perhaps most noteworthy, 
associations are now prohibited from using 
or borrowing from replacement reserves 
to fund operating expenses.  Otherwise, 
reserve funding rules for Minnesota CICs 
have been altered considerably, becoming 
extremely flexible – and somewhat more 
complex.  Effective next year the focus shifts 
more toward due diligence and disclosure 
than actually saving funds sufficient to pay 
for all future major expenses.  It is a dramatic 
shift from the past mandate to annually 
budget adequate reserves for everything the 
association is obligated to replace.  Yet these 
statutory changes are not meant to supersede 
or invalidate your association’s existing dec-
laration.  Since funding is now optional for 
many items, and disclosure of both funded 
and unfunded components is required, as-
sociations must identify and disclose all the 
components for which they are responsible 
and decide how the needed funds will be 
collected—whether by reserves or by other 
means.  For many associations, it is back to 
the drawing board with governing documents 
in one hand and the new statutory revisions 
in the other.  This task can be confusing, 
intimidating and overwhelming.  So we offer 
you an outline of steps you might take to 
help ensure your association is in compliance 
for 2012, and beyond.  Uncertainties?  Don’t 
guess. Your association attorney, manager or 
professional reserve planner can help.

1) Identify everything that the associa-
tion is responsible to maintain, repair 
or replace.

Review your declaration and inventory your 
facilities and infrastructure.  List everything, 
be specific and avoid generalizations like 
“common areas” or “building exterior surfac-
es.”  A typical townhome association might 
be responsible for components such as (but 
certainly not limited to) roofs, siding, brick 
trim, soffit and fascia, gutters and down-
spouts, sidewalks, stoops, driveways, exterior 
lighting, trim paint, decks, patios, sidewalks, 
streets, curbs, mailboxes, monument signs, ir-
rigation systems, storm & sanitary sewers, lat-

eral sewer lines, retaining walls, fences and so 
forth.  Multi-story condominiums typically 
have much longer lists, including windows 
and doors, mechanical and HVAC systems, 
elevators and various interior items and 
amenities like pools and spas, fitness centers 
or community rooms—all with a litany of 
furnishings, fixtures, finishes and equipment. 
Note items that are the unit owner’s sole and 
individual responsibility. Also check to see if 
your declaration authorizes special assess-
ments and loans as these may be alternative 
funding mechanisms you want to consider as 
part of your overall reserve planning.

2) Categorize each component: Com-
mon Element, Limited Common 
Element, Unit Element, or Common 
Element of Limited Benefit.

Review your declaration (CC&Rs) for as-
sistance in the classification.  The category 
assignment will help you determine which 
components must be reserved for, which are 
optional and whether approval of both the 
Board and 51 percent of the association votes 
is required to forgo reserve funding.

3) Determine whether the declaration 
(CC&Rs) requires you reserve for 
Limited Common Elements (LCEs).

You might want to reserve for some LCEs 
and not reserve for others, if you have this 
option.  Unless your declaration provides 
otherwise, the statute now stipulates your 
annual budget need not include reserves for 
Limited Common Elements or components 
with a remaining useful life greater than 30 
years.  (Those long-lived components would 
later be added to your reserve fund assess-
ments once their remaining life falls to 30 
years or less.)  

4) Identify any portion of the Common 
Elements that provide an exclusive 
benefit to “fewer than all” units.

Some components, though not classified as 
Limited Common Elements, may exclu-
sively benefit fewer than all units.  You are 
permitted, unless otherwise required by the 
declaration, to forgo reserve funding and 
instead simply assess the benefited units at 
the time the expense is incurred.  This ap-
proach requires approval of both the board 

of directors and 51 percent of the association 
votes.  Approval is effective for three years, 
then subject to modification or renewal by 
the same standards. Should such a vote fail in 
the future, a separate reserve schedule will be 
needed for the component.

5) Identify components you plan to fund 
by Special Assessments rather than by 
reserves.

Unless otherwise required by the declaration 
(if the declaration authorizes special assess-
ments) you are permitted to forgo reserve 
funding and instead simply assess the cost 
among all units at the time the expense is 
incurred.  As with benefit assessments, this 
approach requires approval of both the board 
of directors and 51 percent of the association 
votes.  Approval is effective for three years, 
then subject to modification or renewal by 
the same standards.  Any component that the 
board and unit owners have voted to fund by 
means of a planned future special assessment, 
rather than by reserves, should be disclosed 
in the resale disclosure certificate (item #13) 
because it significantly affects the owner’s 
obligations regarding the unit.  Should such 
a vote fail in the future, a separate reserve 
schedule will be needed for the component.

6) Make separate lists for funded and 
unfunded components (LCEs and 
LBCs).

Your annual report and resale disclosures 
must identify those components whose 
expenses are budgeted in your replacement 
reserves and the amount of reserve savings 
accrued to date.  In addition, the resale 
disclosure certificate requires you identify 
LCEs and any Limited Benefit Compo-
nents (LBCs) whose expenses are assessed 
solely against the benefited unit(s); regardless 
whether they are reserved over time or will 
simply be assessed to the benefited unit(s) at 
the time the expense is incurred.  A written 
funding plan must be attached to the resale 
disclosure certificate for any expenses that are 
assessed against fewer than all units.
 
7) Adequately fund your replacement 

reserve budget each year.
While the statute retains the basic standard 
for “adequate” replacement reserves, it stops 

2012 continued on Page 16
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BUILDING BETTER COMMUNITIES

1801 American Boulevard East 

Bloomington, Minnesota 55425  

(952) 277-2700 • www.gittleman.com

Winner of the CAI-MN 2008 & 2009 Association Manager Excellence in Service Awards

 r  Assessment Collections Case  
Management and Services

 r  Risk Management Program  
Development

 r Customized Web Site Provided

 r  Construction Management  
of Capital Projects

 r  Insurance Claim Negotiation  
and Management

 r On-line Banking Services

CONDOMINIUM, TOWNHOME, COOPERATIVE & COMMON INTEREST COMMUNITY MANAGEMENT 

CO MMUN ITY  ASSO CIAT IO N  MA N AGEMENT

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

Full Service Management Program Includes:
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Attorney Jack Bouquet of Hellmuth 
and Johnson retired in May, end-
ing a 43-year career dedicated to 
service to Common Interest Com-

munities.  I first had the opportunity to meet 
Jack in 2005 when he was with Thomsen & 
Nybeck, P.A. and working as the attorney 
for one of my condo associations.  Shortly 
thereafter Jack and I began working together 
on the CIC Midwest Planning Committee, 
where we became co-chairs of the Legislative 
Committee.  In the six years we have worked 
together, it has been my pleasure to call him 
my most significant legislative mentor.  

Jack hails from Lake City, Minnesota, a river 
town about 60 miles southeast of the Twin 
Cities.  He completed his undergraduate degree 
at St. John’s University in Collegeville in a mere 
three and a half years and then went on to law 
school at William Mitchell in St. Paul.  If finish-
ing his undergrad early isn’t impressive enough, 
Jack married his wonderful wife Marie just 
before starting law school and had a new baby 
arrive during finals two of his four years, plus 
during the bar exam.  He remembers studying 
while waiting for each of them to be born.  

During law school Jack worked as a tax exam-
iner for the State of Minnesota Department of 
Revenue and then went on to work at the for-
mer Northwestern National Bank of Minneap-
olis in its Trust Department.  Ever the vision-
ary, Jack approached the head of the bank with 
an idea of how a lawyer could help integrate all 
of the different banking aspects into a cohesive 
whole, but the banker had other ideas, so Jack 
went out into the world of private practice as 
an attorney and left the banking world behind.  
He initially worked mostly in estate planning 
and probate and dove into the exciting field of 
real estate law somewhat unexpectedly early 
in his career when one of his associates retired.  
Jack expected he would sit down with the asso-
ciate and delve into real estate law slowly, but 
instead the man led Jack into a room full of his 
files and said something to the effect of “here 
you go, now I’m retired” and left Jack alone to 
figure it all out.  As all of us who have come to 
know Jack well know, figure it out he did.  

Fortunately Jack found real estate law equally 
interesting as what he was previously working 
on, and he stuck with it.  About five or six 
years into his practice he joined the Minnesota 

chapter of CAI, where he has served over the 
years as a board member, chapter chair, and 
most recently as a member of the Legislative 
Action Committee (LAC).  He later joined 
MHA and served for many years on the CIC 
Midwest Planning and Legislative Commit-
tees.  As an attorney, Jack is a member of the 
Minnesota State Bar Association and sat for 
many years on the Minnesota Common Inter-
est Ownership Act (MCIOA) Committee.

As we all know, 
the state law 
that affects our 
industry the most 
is MN Statute 
515B, or the 
MCIOA.  Jack 
was instrumental 
in developing the 
original version of 
MCIOA in 1994.  
This was a piece 
of legislation that 

had come down through a national group 
based on the Uniform Condominium Act.  

Jack’s proudest accomplishment, aside from 
being married to Marie and being a grand-
father of three, has been watching the LAC 
grow and become more efficient.  The MN 
Chapter LAC started years ago with humble 
beginnings, with just Jack and Greg Pettersen 
of Reserve Data Analysis, Inc. as members, 
and has grown into a thriving group of more 
than a dozen.  Jack and I initially formed a 
liaison committee where he and I would meet 
to keep each other informed of what different 
legislative groups we were involved with were 
doing, but it wasn’t long before Jack invited 
me to join the LAC myself.  By working 
together and keeping all the groups informed 
on each other’s activities we have been able 
to keep better tabs on what is taking place at 
the Capitol, track proposed legislation, reduce 
duplication of efforts and make more efficient 
use of our limited resources. 

This year’s unique legislative environment, 
with bills no one expected coming out left 
and right, was fascinating to Jack and gave 
us all a good lesson in how effective we can 
all be if we pool our resources.  In the past 
many of our industry groups, including the 
LAC, have relied on the Bar Association to 

send information our way on pending legisla-
tion.  This year, however, there were things 
that got around us and seemed to come out 
of left field, so having many groups tracking 
legislation and informing members of various 
groups of what was coming down the pike 
was imperative, and will continue to be more 
and more important.

One of Jack’s hopes for the future is that 
groups like the LAC become the first thing 
legislators think of when they face bills 
regarding Common Interest Communities 
and start to rely on us as a trusted resource 
for information.  The LAC was successful this 
year in getting committee member names out 
to legislators, with many members, including 
Jack himself, testifying at hearings in various 
committees on bills that affect our industry.  
Going forward we will continue to be a pres-
ence at the Capitol and encourage legislators 
to contact us directly to discuss pending is-
sues.  The work that Jack has done with these 
committees has helped ensure solid footing 
and a great foundation to make sure his wish 
comes true.

Although Jack has officially retired, he can 
still be found some of the time at the law 
firm of Hellmuth and Johnson, where he is 
in the process of transitioning his clients to 
his trusted colleagues.  Jack says he is retiring 
from a great firm with great people and is 
sure his clients will be well taken care of.  It 
was important to him to leave things in good 
hands, which he knows he has done with the 
lawyers at Hellmuth & Johnson.

Once his transition is complete, Jack hopes 
to spend time developing some new hobbies.  
With his busy career, he didn’t always have 
time to pursue as many outside interests as he 
would have liked, but he looks forward now 
to spending time gardening and golfing and 
will spend more time at his home in Florida.  
He will also continue to work on legislative 
and Association matters as a homeowner 
member of CAI.  

I’d like to congratulate Jack on his long and 
accomplished career and wish him well in his 
retirement.  It has been an honor and pleasure 
working with Jack and we certainly owe much 
of the success of the LAC and our work on 
legislative matters to him.

Tribute to Jack Bouquet, Esq.
by dea Price, neW concePts management grouP 
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The Federal Housing Administration 
(FHA) has told industry stakehold-
ers to expect a detailed update to 
existing condominium underwrit-

ing regulations to be released by the end 
of June. According to the FHA, the new 
guidance will provide greater detail, clarity 
and more flexibility for condominium asso-
ciations to qualify for FHA financing. Since 
FHA began the process of revising condo-
minium underwriting criteria more than two 
years ago, Community Associations Institute 
(CAI) has been critical of both the criteria 
adopted by FHA and the process used to de-
velop new guidance. If FHA representations 
on the forthcoming guidance are accurate, 
the evolved requirements will show move-
ment toward policy recommendations made 
by CAI and our industry allies. 

On June 13, a CAI delegation led by CAI 
President Steven Brumfield met with Bob 
Ryan, acting commissioner of FHA. The 
purpose of the meeting was to discuss issues 
raised by CAI and our industry allies com-
municated to FHA via letter. In response to 
our concerns, FHA noted that it will be re-
leasing new guidelines for the FHA mortgage 
insurance program, which will greatly expand 
on the current 21-page guidance. FHA has 
indicated that the new guidance will be com-
prehensive and written in easy-to-understand 
language, as well as provide greater flex-
ibility in allowing community associations 
to qualify for FHA financing even if they 
do not meet all of the current requirements, 
although it did not provide further details. 
FHA has also indicated that the guidance 
will be followed by a more formal process of 
establishing more permanent regulations gov-
erning the condominium program. This is an 

important move by FHA as developing for-
mal regulations requires FHA to seek board 
input from stakeholders like CAI, something 
it has not done in developing the current or 
soon-to-be-released guidance. Since 2009, 
CAI has called for greater transparency and 
more public input in the development of 
new FHA underwriting rules.

Since the housing crisis, FHA has become an 
important source of financing for many con-
dominium buyers. In 2010, FHA-insured 
mortgages accounted for more than one-
third of all condominium purchases. Many 
potential buyers seek out FHA-approved 
properties as a sign of sound governance in 
a troubled market. Many other lenders are 
also informally adopting FHA standards as 
a benchmark for condominium lending, so 
the impact of FHA requirements will con-
tinue to expand. CAI will post an analysis of 
the new regulations to our Mortgage Matters 
website shortly after they are released. 

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. CAI will continue 
to monitor and participate in shaping the 
development of the FHA’s condominium 
underwriting guidelines to ensure that the 
perspective of community associations is 
heard. If you have any questions about the 
FHA’s underwriting criteria and how it 
could affect your community, e-mail govern-
ment@caionline.org with FHA Mortgage 
Insurance Requirements in the subject line. 

FHA Condo Rules to Change (Again)
by cai mortgage matters

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



July |  August 2011 13



Minnesota Community Living14



July |  August 2011 15

On the last 
day of the 
regular 
2011 

legislative session, the 
Minnesota House and 
Senate passed a bill to 
reorganize Minnesota 
Statutes Chapter 515B, 

the Minnesota Common Interest Owner-
ship Act (MCIOA).   Generally, the 2011 
amendment restored sections of MCIOA that 
were revised in 2010 to the 2009 version, and 
moved the 2010 version of those sections to 
newly-created sections of MCIOA.  

The 2010 amendment to MCIOA made 
numerous changes that only apply (i) to com-
mon interest communities (CICs) created 
on or after August 1, 2010, or (ii) for fiscal 
years commencing on or after January 1, 
2012; however, the 2010 amendment did not 
preserve the language that applied in other 
circumstances.  As a result, it was necessary to 
review both the 2009 version and the 2010 
version of MCIOA to locate the sections that 
applied with respect to certain matters on 
particular dates. For example, under the 2010 
amendment to MCIOA, a condominium 
created before August 1, 2010, was subject 
to the 2009 version of MCIOA regarding 
assessments and replacement reserves, but the 
2010 version of MCIOA applied to annual 
reports and resale disclosure certificates. 
The 2011 amendment improved the statute 
by compiling the provisions of MCIOA in 
one version of the statute, which will be pub-
lished as 2011 Minnesota Statutes Chapter 
515B.  

Restored Sections. The 2011 amendment 
generally restored the following sections of 
MCIOA to the 2009 version; these sections 
apply only to CICs created before August 1, 
2010:
515B.1-103(33a) – Definition of Special 

Declarant Rights
515B.2-110 – CIC Plat
515B.3-105 –  Termination of Contracts, 

Leases
515B.3-115 – Assessments for Common 

Expenses
515B.4-102 – Disclosure Statement  
515B.4-115 – Statute of Limitations for War-

ranties

New Sections. The 2011 amendment created 
the following new sections, which apply only 
to CICs created on or after August 1, 2010:
515B.1-103(33b) – Definition of Special 

Declarant Rights
515B.2-1101 – CIC Plat
515B.3-1051 –  Termination of Contracts, 

Leases, Licenses
515B.3-1151 – Assessments for Common 

Expenses
515B.4-1021 – Disclosure Statement  
515B.4-1151 – Statute of Limitations for 

Warranties (for CICs created on or after 
August 1, 2010, and before August 1, 
2011)

515B.4-1152 – Statute of Limitations for 
Warranties (for CICs created on or after 
August 1, 2011)

Lien for Assessments?  The 2011 amend-
ment revised section 515B.1-102(h) to 
provide that section 515B.3-116 (Lien for 
Assessments) applies only to CICs created 
before August 1, 2010. However, the 2011 
amendment did not create any new section 
to replace 515B.3-116 for CICs created on 
or after August 1, 2010. Therefore, it appears 
that CICs created on or after August 1, 2010, 
may not have a statutory lien for assessments, 
fees, charges, late charges, fines and interest 
under section 515B.3-116; the priority of 
any association lien may not be governed by 
section 515B.3-116; and the association may 
not be able to foreclose a lien as provided 
in section 515B.3-116. On the other hand, 
section 515B.3-1151, which applies only 
to CICs created on or after August 1, 2010, 
authorizes fees, charges, late charges, fines, 
and interest to be assessed as provided in 
section 515B.3-116(a), and provides for 
the allocation of assessments under section 
515B.3-116 to pay a judgment against the 
association.  It is unclear how a court would 
resolve the conflict between these sections, 
and whether or to what extent section 
515B.3-116 (Lien for Assessments) applies to 
CICs created on or after August 1, 2010. 

Replacement Reserves. Replacement 
reserves are governed by section 515B.3-114 
for fiscal years commencing before January 1, 
2012, but replacement reserves are governed 
by section 515B.3-1141 for subsequent fiscal 
years, regardless of the date that the CIC was 
created.

Transfers of Special Declarant Rights. 
Transfers of special declarant rights that are 
effective before August 1, 2010, are subject to 
section 515B.3-104, but transfers of spe-
cial declarant rights that are effective on or 
after August 1, 2010, are subject to section 
515B.3-1041, subsections (a) through (i). 
Section 515B.3-1041, subsections (j) and (k), 
apply only to special declarant rights reserved 
in a declaration that is first recorded on or 
after August 1, 2010.

Miscellaneous.  The 2011 amendment also 
made substantive changes to various sections 
of MCIOA, including but not limited to the 
following: 
515B.1-116 is revised to address the pay-
ment of taxes if a declaration, amendment 
or restatement changes the boundaries of an 
existing tax parcel.
515B.2-109 is revised to require the declarant 
to deliver a common element license to a unit 
owner, rather than to the association. 
515B.2-121 is revised to provide that a 
declaration may authorize the board of an as-
sociation, rather than the board of the master 
association, to delegate certain powers of the 
association to the master association. 
515B.2-124 is revised to change the require-
ments for severance of part of a CIC to better 
protect the owners of severed units and to 
streamline the process.
515B.3-102 is revised to clarify that associa-
tions have power to amend certain easements.

Effective Dates. The 2011 amendment to 
MCIOA became effective June 1, 2011, 
except the amendments to sections 515B.1-
116 (Recording), 515B.2-109 (Common 
Elements and Limited Common Elements), 
515B.2-121 (Master Associations), 515B.2-
124 (Severance of CIC) and 515B.3-102 
(Powers of Unit Owners’ Association) are 
effective August 1, 2011.

i House File No. 1023; Senate File No. 874; 
2011 Minnesota Session Laws Chapter 116.
ii The information in this article is general 
information and does not constitute legal 
advice regarding any particular matter, which 
may vary depending on the facts, applicable 
statutes and governing documents.

MCIOA Reshuffled 
by michael d. klemm, esq., severson, sheldon, dougherty & molenda, P.a.
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2012 continued From Page 8

short of requiring a professional or formal 
“Reserve Study.”  However, it requires that 
each annual budget must include reserve 
funding “projected by the board of directors 
to be adequate” (at least barely sufficient) 
to fund your reserve components.  Further, 
it stipulates the basis on which the reserve 
budget must be determined: “The amount 
annually budgeted for replacement reserves 
shall be adequate, together with past and fu-
ture contributions to replacement reserves, to 
replace the components as determined based 
upon the estimated remaining useful life of 
each component; provided that portions of 
replacement reserves need not be segregated 
for the replacement of specific components.”  
Clearly, it is not sufficient to simply pull a 
number out of thin air or survey some other 
associations to see what they are budget-
ing.  Someone has to identify and compile 
an inventory of your reserve components, 
determine replacement costs, estimate their 
remaining useful lives, and do some math.

8) Reevaluate the adequacy of the reserve 
budget at least every three years.

The statute now requires the association to re-
evaluate the adequacy of its budgeted reserves 
at least every three years.  We understand this 
to mean that every three years the association 
must reassess the estimated remaining lives 
and replacement costs of the reserve com-
ponents, recalculate the funding needs, and 
update the reserve budget to ensure adequate 
funds will be available when each component 
is projected to require replacement.

9) Expand your maintenance matrix to 
indicate the means by which each 
component’s expense is funded.

You will find it very beneficial to prepare 
and distribute a Responsibility and Funding 
Matrix based upon your specific components 
and funding policies.  It will also help man-
age owner expectations and satisfy disclosure 
requirements.

10) Confirm your due diligence and vali-
date your policies with a certification.

Remember, your reserve funding policies 
must satisfy both statutory and governing 
document requirements.  Your declaration is 
a legal document; any interpretations should 
be made, or validated, by a professional legal 
practitioner.  To ensure the validity of your 
policies, where any uncertainty exists, we 
recommend you obtain verification from a 

real estate attorney specializing in community 
association law prior to implementing the 
policy.  A written legal opinion is preferred.  
You should then draft and adopt a formal 
reserve funding policy resolution.  Preserve 
your policy resolution document, together 
with the written legal opinion, as part of the 
association’s permanent records.

Yes, it will take some effort, but the payoff is 
huge:
•	 Healthy	reserves	increase	property	values	

and improve sales.
•	 Owners	with	a	clear	understanding	of	

their financial obligations do not start 
riots.

•	 New	buyers	will	not	arrive	with	inac-
curate or unreasonable expectations.

•	 Documented	policies	provide	a	clear	re-
serve budgeting guide for future boards.

On May 27, 2011 Minnesota Statutes 2010, 
section 515B.3-1141 was amended to read:

515B.3-1141 REPLACEMENT RESERVES
(a) The association shall include in its 

annual budgets replacement reserves 
projected by the board to be adequate, 
together with past and future contribu-
tions to replacement reserves, to fund 
the replacement of those components of 
the common interest community which 
the association is obligated to replace, 
by reason of ordinary wear and tear or 
obsolescence, subject to the following:
(1) The amount annually budgeted for 
replacement reserves shall be adequate, 
together with past and future contribu-
tions to replacement reserves, to replace 
the components as determined based 
upon the estimated remaining useful 
life of each component; provided that 
portions of replacement reserves need 
not be segregated for the replacement of 
specific components.
(2) Unless otherwise required by the 
declaration, annual budgets need not 
include reserves for the replacement of 

(i) components that [have] a remaining 
useful life of more than 30 years, or 
(ii) components whose replacement 
will be funded by assessments autho-
rized under section 515B.3-1151(e)
(1), or approved in compliance with 
clause (5).

(3) The association shall keep the 
replacement reserves in an account or 

accounts separate from the association’s 
operating funds, and shall not use or 
borrow from the replacement reserves to 
fund the association’s operating expenses, 
provided that this restriction shall not af-
fect the association’s authority to pledge 
the replacement reserves as security for a 
loan to the association.
(4) The association shall reevaluate the 
adequacy of its budgeted replacement 
reserves at least every third year after the 
recording of the declaration creating the 
common interest community.
(5) Unless otherwise required by the 
declaration, after the termination of the 
period of declarant control, and subject 
to approval 

(i) by the board and 
(ii) by unit owners, other than 
declarant or its affiliates, of units 
to which 51 percent of the votes 
in the association are allocated, the 
association need not annually assess 
for replacement reserves to replace 
those components whose replace-
ment is planned to be paid for by 
special assessments, if the declaration 
authorizes special assessments, or 
by assessments levied under section 
515B.3-1151(e)(2). 
The approval provided for in the 
preceding sentence shall be effective 
for no more than the association’s cur-
rent and three following fiscal years, 
subject to modification or renewal by 
the same approval standards.

(6) Unless otherwise required by the 
declaration, subsection (a) shall not 
apply to a common interest community 
which is restricted to nonresidential use.

(b) Unless the declaration provides 
otherwise, any surplus funds that the as-
sociation has remaining after payment of 
or provision for common expenses and 
reserves shall be 

(i) credited to the unit owners to 
reduce their future common expense 
assessments or 
(ii) credited to reserves, or any combi-
nation thereof, as determined by the 
board of directors.

(c) This section applies to common interest 
communities only for their fiscal years com-
mencing on or after January 1, 2012. 
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We often 
hear 
many 
of the 

same misunderstand-
ings about the rights of 
associations to collect 
delinquent assessments.  

This is a collection of four of the most com-
mon myths we hear.
    
“We only pay from the date of sheriff’s sale.” 
– Mortgage company

A foreclosing party owes assessments for 
the six months preceding the end of the re-
demption period.1  Redemption periods can 
range from twelve months to five weeks.2  
The most common redemption period is six 
months, and therefore the standard practice 
has been for mortgage companies to claim 
that they only owe from the date of the fore-
closure sale. Recently, it has become more 
common for mortgage companies to reduce 
the redemption period to five weeks if the 
unit has been abandoned.  When this oc-
curs, the mortgage company will owe some 
assessments that came due before the sher-
iff’s sale.  Many mortgage companies are not 
aware of the requirement to pay six months 
prior to the end of the redemption period, 
and will state, incorrectly, “we only pay from 
the date of the sheriff sale forward.” 

“I declared bankruptcy, so you can’t take any 
collection action.” – Homeowner

Unit owners who have their debts dis-
charged through bankruptcy will often 
contact their association and ask to have 
their accounts wiped clean.  Associations 
must comply with this request if the debt 
has been discharged through bankruptcy 
proceedings as it is a violation of the Federal 
Bankruptcy Code to attempt to collect a 
debt that has been discharged.  The date of 
filing a bankruptcy proceeding is the date 
that all debt should be discharged through.  
Assessments accrued after the filing date 
will not be discharged by the bankruptcy 
and may be collected, once the bankruptcy 
proceeding is completed or a lift stay order 
is obtained. 

While the bankruptcy will discharge the 
personal obligation of the unit owner, it 
does not extinguish the lien on the prop-
erty.  Therefore, should a unit owner declare 
bankruptcy, the association retains a lien on 
the unit for the full amount of the delin-
quent account.   

“My mortgage was foreclosed, so I’m not go-
ing to pay my assessments anymore.” 
– Homeowner

This is a popular refrain from homeowners 
who are losing, or have lost, their units to a 
mortgage foreclosure.  It is a misconception 
that if the mortgage company is foreclosing 
on a unit, the association has no recourse 
against the former owner.  Assessments that 
are levied against a unit are a “personal ob-
ligation” of the owner at the time they were 
assessed, in addition to being a lien on the 
unit.  Therefore, even following a mortgage 
foreclosure, the association can, and often 
should, pursue the individual personally for 
the amounts owed up to the date the mort-
gage company became responsible for as-
sessments.  This can be done in conciliation 
court (if the amount is less than $7,500), or 
in district court for larger amounts.  

“Collecting a judgment is next to impossible, 
so you should not waste your time obtaining 
one.” – Board member

While some associations are obtaining 
judgments, they are not always taking the 
necessary steps to properly and efficiently 
collect on these judgments.  In Minnesota 
we have several tools for collecting on judg-
ments.  The two most common are bank 
levies and wage garnishments.  Armed with 
a personal check that was previously used to 
make a payment, an association can levy all 
the funds (up to the amount of the judg-
ment) in the unit owner’s bank account.  An 
association can often collect a significant 
portion of a judgment via a bank levy.

If the association does not have bank ac-
count information, or the account does not 
contain sufficient funds or is closed, a wage 
garnishment can be an effective collection 
tool.  Before an employer can be contacted 
about a wage garnishment, notification 

must be sent to the debtor.  Many individu-
als do not want their employer informed of 
their financial situation and will voluntarily 
pay the judgment or enter into a payment 
plan upon receipt of this notice. Should the 
debtor fail to respond, the garnishment will 
require the employer to garnish a percent-
age of the wages and pay that money to the 
association. 

An association that does not have banking 
or employment information can require a 
debtor to complete a Financial Disclosure 
Form that details all of their financial assets 
and employment information.  This form 
is issued as an Order of the Court.  The 
information provided can be used by the 
collection attorney to aid in collecting the 
debt.  Failure to complete the form can re-
sult in a judge finding the unit owner to be 
in contempt of court, and issuing an arrest 
warrant for the individual.

Associations should remain diligent in their 
collection practice as it is far easier to collect 
a debt in the early stages of delinquency.  
Each association should have a collection 
policy in place that contains clear steps to be 
followed once an account reaches a certain 
delinquency amount.  While each account 
should be treated individually, a general 
process should be established.

1. Minn. Stat. §515B.3-116(c)
2. Minn. Stat. §580.23, Subd. 1 (a) provides 
for a six month redemption period; Minn. 
Stat. §580.23, Subd. 2 provides for a twelve 
month redemption period for older mort-
gages, or ones that have been significantly 
paid down.  Under Minn. Stat. §580.032, 
if the property meets the legal standard of 
“abandoned,” a foreclosing party can have 
the redemption period judicially reduced to 
five weeks.  A voluntary foreclosure under 
Minn. Stat. §582.32 Subd. 5(d) provides for 
a two-month redemption period.  Finally 
under Minn. Stat. §580.07, if a homeowner 
postpones the date of the foreclosure sale, 
the redemption period is automatically 
reduced to five weeks.  

Collection Myths
by nigel h. mendez, esq., carlson & associates, ltd.
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Gassen Company, Inc. 
recently joined the 
elite group of com-
munity association 
management companies 
that have earned the 
Accredited Association 
Management Company 

(AAMC) designation from Community Asso-
ciations Institute (CAI). Gassen is one of only 
150 management companies nationwide, 
and one of only five in Minnesota, that have 
earned the highest level of professional recog-

nition in the community association field.

Gassen Company is a property management 
company providing services to homeowner 
communities such as condominiums, town-
homes, and single family home associations. 
Gassen was founded in 1969, employs just 
over 50 employees and manages approxi-
mately 240 associations in the Twin Cities area 
ranging in size from three units to 2,875 units.

To earn the AAMC distinction, manage-
ment companies need at least three years of 

experience in the community association 
management field and at least 50 percent of 
Managers must have earned a professional 
designation, such as a CMCA (Certified 
Manager of Community Associations). 
Professional managers provide administra-
tive, operational, and managerial counsel to 
community association boards. They typically 
are responsible for managing budgets and 
contractors, directing association personnel, 
and overseeing compliance with association 
covenants and restrictions.

Member News

disastEr rECoVEry and rEstoration CoMPany  
sErVPro of MinnEtonka CElEBratEs 25 
yEars!

SERVPRO of Minnetonka is proud to be celebrating 25 years in 
business. Owners David and Sherri Honn along with a full-time 
and highly trained team of restoration specialists have been serv-
ing Minnetonka, Northwest Ramsey County, Coon Rapids and 
Central Anoka County, as well as surrounding communities for 
emergency fire and water damage cleanup and restoration services 
for the past 25 years.

The success of their business is attributed to providing comprehen-
sive emergency services 24 hours a day, 7 days a week and 365 days 
a year. “We're proud of the service that we offer to our clients, and 
we work hard to earn their confidence with every job we do,” said 
David Honn, owner of SERVPRO of Minnetonka. One of our key 
goals is to work closely with clients including homeowners, busi-
ness owners and insurance professionals to ensure that exceptional 
customer service is always provided. 

SERVPRO of Minnetonka specializes in disaster restoration, clean-
up and repair services, and to remediate fire or water damage for 
both commercial and residential customers. In addition SERVPRO 
of Minnetonka offers mold remediation, carpet and upholstery 
cleaning and other home-maintenance and restoration services 
earning this disaster recovery and restoration company trust and 
respect in the community. “We know that community residents 
turn to SERVPRO of Minnetonka to help them return to normal 
after an unexpected, or even devastating, event,” said Honn. “It's 
both a huge responsibility and a privilege to be the service provider 
that they call when they need to get their life or their business 
back on track. SERVPRO’s continued presence in Entrepreneur's 
Franchise 500 list is proof that our customers’ confidence in us is 
well-founded.”

MEtro CoMMunity assoCiation ManagEMEnt CoMPany Earns toP industry ProfEssional dEsignation

by kirk gassen, cmca, ams, gassen comPany, inc.

by rachelle martini, servPro oF minnetonka.
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As the 
Chair of 
the Home 
Owner 

Training Track Com-
mittee, I would like to 
share a few thoughts 
with you about the 

topic of Request for Proposals (RFPs), 
which is the topic for our August Bare 
Bones Basics for Boards program.  

Let’s face it, human relationships change 
hands primarily for one reason: someone 
does not feel appreciated. The problem 
becomes finding the right fit to replace the 
old relationship with one that will be better. 
Although money is always an important ele-
ment, if you do not receive the services you 
bargained for, you probably paid too much. 
Low price and low cost are not interchange-
able terms. 

This is a lot like dating after a divorce.  For 
example, I recently received a RFP that 
sounded a lot like this. 

“Dear CPA,” it started. If the person send-
ing the RFP cannot even learn enough 
about me to know my name, how do you 
think this relationship is going to turn out?  
It’s like a guy who decides to send a love let-
ter to 100 different women addressed, “Dear 
Woman…” and then he crosses his fingers 
hoping one of them is actually desperate 
enough to keep reading.

The RFP referred to me as a “bidder.”  Of 
course that tells me that I was specifically 
selected for my abilities, reputation, people 
skills and good looks. Based upon this 
endearing first impression along with the 
generic greeting, I imagine every CPA firm 
listed by the State Society of CPAs got the 
same letter. So now I think my new client is 
not all that picky. Wrong again!

There are disclaimers.  The proposed client 
reserves the right to accept some, all, parts 

or none of my proposal. Of course, the 
client may also add additional work such as 
bi-weekly progress reports to the Treasurer 
and separate “fraud, waste, illegal acts” (or 
indications of any such activity) including all 
documentation which I shall submit to them 
in a separate written report, for free. Also 
included in my duties as their new auditor 
would be to provide a replacement reserve 
study, for free of course.  And no mention is 
made about whether they’ve considered if I 
will still be independent to provide an audit 
opinion if I am performing these various 
non-attest services for their Association.

I was also expected to perform other tasks 
that were clearly outside the scope of an 
audit engagement and frankly the law-
ful ability of a CPA – such as reviewing 
signed contracts to establish clear goals and 
unambiguous terms with their contractors.  
It isn’t my job to fix all the poor manage-
ment decisions the client may have made 
because they are unwilling to pay those who 
could have helped them avoid problems 
before signing contracts. In addition, new 
bids for my services will be solicited no 
matter how well I perform, every five years 
unless they decide to go out for bids sooner. 
And of course to win this prize of a client, I 
must be willing to work for less money than 
everyone else and under a timeline that was 
severely limiting.  So limiting, in fact, that 
the limitations could have been considered 
a scope limitation so that an audit could not 
performed properly.

Did I mention that the RFP did not include 
any financial information about the As-
sociation?  I couldn’t even determine if the 
financial statements were auditable or not.
Can you imagine if my husband had pre-
sented me with terms 
such as this as his good 
idea of a Pre-Nuptial 
agreement, thinking it 
will help to court me 
into a serious relation-
ship with him? 

The closest he would have ever gotten to 
holding a bride in his arms would have been 
at a dollar dance at some friends’ wedding. 

The fact is, we enter into professional rela-
tionships in much the same way we enter 
into personal relationships. Although there 
are more reasons a professional relationship 
may dissolve, the number one reason both 
relationships change hands remains the same. 
Either one or both parties feel unappreciated.  
There is a right way to approach a prospective 
business partner so expectations of all parties 
can be managed and everyone can be reason-
ably satisfied with each other. However, if 
you send an RFP that is not written well for 
your specific Association’s needs, is too de-
manding of services, dictates the time allowed 
to complete the work, or includes freebies 
you think you deserve from the recipient, 
your RFP will go in the trash.

A well written RFP can be a great way to find 
the right professional fit for your Association 
if you should need to replace a relationship. 
CAI-MN is offering you an opportunity to 
learn what information to include in an RFP 
to gain you more positive responses from 
potential service providers. I invite you to 
attend the next Home Owner Training Track 
Meeting at the Sheraton Bloomington on 
August 17, 2011 at 6:00 p.m.  The topic will 
be how to create a great request for proposal 
that explains your business needs while com-
municating the benefits of doing business 
with you. Your RFP should draw good peo-
ple to your Association instead of repelling 
them away. Pre-registration is required; this 
seminar is free to all Association homeowners 
and Board members.

Request for Proposal: You Asked for What? 
by sara lassila, cPa

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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Management Referrals: How to Determine the Right Fit
by amy dullum, hg&k, ltd. 

When an 
asso-
ciation 
board 

receives a referral from 
its management com-
pany, it often means 
that the management 

company has knowledge of the advisor or 
firm and believes that clients could benefit 
from the connection and knowledge base. In 
fact, it would be unusual for someone to give 
a referral unless there was trust and credibility 
in the relationship.

However, a strong referral does not negate the 
board’s role in due diligence to ensure that the 
recommended advisor will be the right fit for 
the style and needs of the association. Here 
are a few things to consider when determin-
ing the right fit.

Seek other referrals.
When seeking a CPA or other advisor, send 
out a memo or RFP. Ask your colleagues for 
additional recommendations. Invite several 
firms to submit a proposal.

Check references.
In addition to the management company 
referral, ask the advisory firm for more 
references. This will give you a better idea of 
the firm’s level of experience with CICs, the 
services they have provided and their satisfac-
tion rating.

Determine niche or expertise.
There are advisors that name CICs as a strong 
niche practice and those that have only 
dabbled. Due to changing laws and require-
ments, a firm with only a few engagements 
in the last five years may end up costing more 
due to research time, hours to complete the 
engagement and the board’s own time in 
assisting the advisor. Firms that focus on CIC 
services are continuously updating credentials 
and knowledge of the industry, resulting in 
more efficient results, accuracy and relevant 
recommendations.

Test the “in appearance and in fact” rules.
Auditors have an ethical obligation through 
the American Institute of Certified Public 
Accountants (AICPA) to remain independent 
in appearance and in fact.  This means that 

auditors are removed from any management 
company, manager or association.  If an 
auditor is in any way related to a manage-
ment company, manager or association, then 
the auditor’s firm must recuse itself from the 
engagement and supply the association with a 
referral to another audit professional.

Note any conflicts of interest. 
If other advisors are associated with the 
management company beyond professional 
relationships (e.g. part owner, family) or 
have some personal stake in decisions made 
about the association, investigate the situation 
further. Ruling out any conflicts of interest, 
real or perceived, will support the board’s 
determination of the right fit.

Go with your gut.
Another level of the right fit relates to how 
the advisor or firm responds to questions and 
requests. Do they walk the talk of responsive-
ness and service? Do board members feel 
involved in the decision-making and recom-
mendations? Is there a sense of collaboration 
in serving the CIC’s best interests? Adding 
an emotional gut check to the due diligence 
process can sometimes assist with choosing 
the right firm.

Ultimately, the board has an important role 
in choosing advisors who will support a CIC’s 
financial health and success. Appreciate and 
explore the recommendations offered by exist-
ing advisors. Then dig a little deeper to make 
a selection with confidence.

Contact
John Russo, Ph.D.
952-944-7137
 
•	 Consulting/Engineering Services
•	 Specifications,	Bidding,	Contracts,	

Inspections of All Exterior 
Replacement	Items	including	Asphalt,	
Concrete,	Siding,	Roofing,	Windows,	
Doors

•	 Reserve	Plans
•	 Litigation	Support
•	 Insurance	Claims	and	Appraisal	

Support
•	 Problem	Solving	and	Investigations

CALL THE PROFESSIONALS
 

ASSOCIATION
SERVICES

MeMBeR




