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As I write this article, I am listen-
ing to the melting snow dripping 
from the roof of my house onto 
the patio outside.  I have got my-
self convinced that this 48 degree 
day in the middle of February is 
really the start of spring.  I do this 
every year.  I get a bit of spring 

fever early—only to realize that we still have a lot of 
snow and cold to go through before we really get the 
spring we are all patiently (?) waiting for!

Well, with spring fever comes the spring to-do lists.  For 
those of you that were able to attend the educational 
event presented by Tom Skiba in January, you probably 
came away with a few extra items to add to your list.  
Tom spoke about strategic planning for our communi-
ties.  Not just putting a list together, but really thinking 
about the community that you live in or work with and 
coming up with some long-term goals that will help to 
keep your community vibrant in the years to come.  It 
is easy (or relatively so) to come up with a punch list of 
routine maintenance items, but it takes a bit more cre-
ativity to come up with an answer to how you are going 
to lead your association into the next decade!

Goal setting and strategic planning are great buzzwords, 
but too often, we are left to deal with things on a reac-
tive level.  This industry is notorious for keeping us 
running around reacting as opposed to being proactive.  
Don’t get me wrong!  There are plenty of great Commu-
nity Managers and board members who do a wonderful 
job, but I have a hunch that if you were to ask them if 
they have enough time to be as proactive as they would 
like, or have the ability to thoughtfully strategically plan 
for the future, many would say no.  

Just as we should do in our own lives, we should also 
schedule time to set goals and plan long term for our 
Associations as well.  Yes, I know.  Scheduling time is 
easier said than done. However, the time savings in the 

long run will more than make up for the immediate 
sacrifice.  Setting goals and expectations, as well as plan-
ning ahead, is an important function if for nothing else 
than getting a Board of Directors to all begin working 
toward a common goal.  This will make the job of the 
manager easier, and will, in turn, make the jobs of each 
of the vendors easier too.  Knowing what the goals and 
expectations are helps the board  provide clear guidance.  
It allows them to create more comprehensive requests 
for proposals and affords them to ability to choose 
vendors and projects wisely.  It will, in the long term, 
save them money as well.

We all understand that concept!

Have you ever stopped at the grocery on your way 
home from work because you thought you thought you 
were getting low on milk?  When you did that, did you 
leave the store with just the milk, or did you leave the 
store with the milk and $50.00 worth of other items 
that you did not intend to pick up?  When we do things 
without a well thought out plan, we do tend to spend 
more money and spin our wheels on projects that will 
not necessarily get us to the place we desire.  That two 
minute run into the store becomes twenty.

Personally, I don’t believe that long-term or strategic 
planning has to be a grueling process for Associations.  
Remember, the obligations are clearly written in the 
documents.  All you need to do is make sure that you 
have the ability and the means to keep up with the 
requirements.  Good budgeting, realistic expectations, 
and leadership that reminds the team of those obliga-
tions are all great ways to forge ahead with a strategic 
plan.  Tom stated in his training that having a formal 
plan in a binder on the shelf that you have not touched 
in years is not a plan at all.  Make sure that everything 
you take the time to do—both in your personal and 
professional life—is helping you to get closer to the 
goals that you have set.  Oh yeah, and write a list before 
you go to the grocery store!

From the President By Holly JoHnson | CAI-Mn PresIdent
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Clean-up:  A thorough spring 
cleanup is an essential start for 
a healthy landscape.  The spring 
clean-up should be completed 

as soon as weather and ground conditions 
permit, usually no later than May 1. Cleanup 
in lawn areas should be done by power 
vacuuming, power blowing, power mulching 
or hand raking. Power mulching should be 
utilized where possible to recycle nutrients 
and organic matter back into the soil.  All ar-
eas such as shrub beds, building foundations, 
and around obstacles are usually best cleaned 
by power blowing or hand raking to remove 
leaves and debris.  Ornamental grasses and 
other perennial plants that are not cut back in 
the fall will need old foliage to be removed. 

Salty Soils
Salt damage that kills vegetation can be a 
problem for sites that require significant use of 
ice melting products.  Residual salt in the soil 
will cause a problem for plants in not allowing 
them to take in needed nutrients.  Gypsum 
is a product that is applied to strategic areas 
of your turf to allow available nutrients to 
be taken into the plants and for the sodium 

particles to more easily leach out of the soil.  
Annual gypsum applications in the late fall 
will help in combating this common problem.      

Weed Control
Crabgrass is a common weed found in Min-
nesota lawns controlled with proper spring 
management practices.  Crabgrass is a warm 
season annual grass which is in contrast 
to cool season perennial grasses that make 
up desired Minnesota lawns.  Creating an 
ideal environment for the desirable cool 
season grasses is the key to maintaining a 
weed-free lawn.  A thick and lush lawn will 
prevent most of your crabgrass seeds from 
establishing. However, this can be a chal-
lenge in damaged turf areas along curb-lines 
and sidewalks.  Working with a Landscape 
Management Professional to find the right 
balance and establish a strategy for manag-
ing difficult and independently unique areas 
is recommended to create a detail-oriented 
landscape plan.     

Sod or Soil/Seed Installation
Sod or soil/seed installation is sometimes 
necessary to repair damaged turf areas as a 

result of winter snow removal services.  If 
not treated, these damaged areas will harbor 
weeds and develop unsightly features.  To 
repair these damaged areas, sod most often 
will give you consistent and desirable results 
but is more expensive versus a soil/seed 
installation.  Installing soil/seed will render 
sometimes inconsistent results, but if watered 
properly with available nutrients it provides a 
good value solution.        

Taking a macro view of your spring landscape 
management program is important for suc-
cess.  Property managers and homeowners 
should consider the numerous implications 
for landscape maintenance decisions and vari-
able weather that can have a dramatic effect 
on desired results.  An experienced landscape 
management professional will be out in front 
of the common reoccurring landscape man-
agement problems and ready to respond in a 
timely fashion.  Many issues present a small 
window of opportunity to resolve common 
problems, requiring future planning and 
an open, trust-based relationship with your 
landscape management professional.          

Spring Landscape Management
by Jim Gannon, PrescriPtion LandscaPe
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Self-Managed Association Boards: 
The Top Six Challenges That Face a Board Today

by JoeL starks, sharPer manaGement

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

In this series 
we are focus-
ing 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 identify further chal-
lenges, do share. I will add your comments 
and feedback as the year goes on. You can 
email your comments to joel@sharperman-
agement.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 man-
age an association and work full time. Today 
we focus on vendor relationships.

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?

Have a plan
Each year boards consider vendors in dif-
ferent categories: snow removal, lawn care, 
landscaping, boiler maintenance, plumbing, 
roofing, siding and windows, restoration and 
general maintenance. 

It is said that hindsight is 20/20, but in 
the world of vendor vetting, bidding and 
management never seems to be clear, even in 
the past. With board turnover and changing 

responsibilities, it is difficult to remain con-
sistent and keep an active log of incidents, 
issues, concerns and betterment strategies. 

Philosophies and expectations change. Your 
board should review vendor contracts annu-
ally at the beginning and end of each season 
or project.

Pre-select a restoration contractor
You should pre-select a restoration vendor. 
Just like you have an emergency plan for fire 
and storms, you should have a emergency 
restoration plan. 

“Pre-selecting a multi-faceted restoration 
contractor is a critical part of any emergency 
procedure plan,” says Pauline Benson with 
Loyear Restoration. “The day after the di-
saster, when the management team or board 
is under incredible stress, is not the time to 
search or interview restoration contractors.”

Create a detailed RFP for accurate 
comparison 
When you request vendors to bid your 
project or maintenance item, be sure to 
include a detailed scope of the project, bid 
instructions and certain bid specifications. 
This allows you to make an apples-to-apples 
comparison. 

Insurance not optional
Never let the work start without proper veri-
fication of the vendors insurance. Here is an 
insurance example from the CAI national site:

Throughout the term of this one season 
agreement, the contractor shall maintain, 
at his sole expense, Comprehensive General 
Liability of not less than $1,000,000.00, 
Bodily Injury Liability of not less than 
$500,000.00, Property Damage Liability, 
Workers’ Compensation Insurance cover-
age, and Comprehensive Vehicle coverage 
with a contractual liability endorsement. 
The contractor shall furnish the As-
sociation with a certificate of insurance 
evidencing the required coverage(s) and 
naming the Association as named insured. 

seLF-manaGement series

seLF-manaGement continued on PaGe 15
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Home Warranty Statutes Amended, Warranting Special 
Attention

by matthew a. drewes, esq., thomsen nybeck, attorneys at Law 

You may be familiar with (or at 
least aware of ) the warranties 
provided under Chapter 327A 
of Minnesota Statutes.  These 

warranties include a one-year warranty on 
all workmanship and materials, a two-year 
warranty on plumbing, electrical or other 
mechanical systems, and a ten-year war-
ranty against major construction defects.  
The warranties apply to new or newly 
remodeled residential property (which can 
include single-family homes or community 
associations, such as condominiums or 
townhouse) and are binding against the 
builder (of new construction) or contrac-
tor (in the case of a remodeling project).  
Throughout the rest of this article, I will 
refer to both as a “contractor,” although 
readers should appreciate the statute ap-
plies to two categories of construction 
projects.

For years Chapter 327A has contained 
certain procedures that owners (or commu-
nity associations) must follow to preserve a 
claim for a breach of one or more of these 
warranties.  Effective January 1, 2011, these 
procedures now have been revised, and steps 
have been added.  The Legislature’s goal in 
making these changes is to try to reduce 
the number of lawsuits that are necessary 
to resolve these warranty disputes, but as 
with any new process there will always be 
traps for the unwary. Navigating the new 
procedures is bound to catch more than a 
few people off guard.

The process still provides that written notice 
of an alleged defect must be delivered to the 
contractor within six months of the discov-
ery of the defect, with a new exception for 
situations where it can be shown that the 
contractor had actual notice of the claimed 
defect.  Of course, it’s best to provide timely 
written notice if you wish to rely on this 
statutory warranty.  Many have lost claims 
by failing to provide this notice within six 
months of discovering the defect.

After this notice has been provided, the 
contractor has always been required to in-

spect the alleged defect within 30 days and 
propose a repair.  The amendment specifies, 
however, that the contractor is now permit-
ted to conduct invasive testing to evaluate 
damage or the proper repair.  “Invasive” test-
ing may involve making test cuts in exterior 
or interior walls and/or using a probe to 
test the moisture content of wood framing 
members, though the statute is not clear 
about what is fair game.  It is of course fair 
to permit the contractor a reasonable oppor-
tunity to understand fully the defect (if any) 
involved, and the contractor is required to 
place the property back into “pre-inspection 
condition” following any invasive proce-
dures, but it is unclear how this restoration 
process will be measured or enforced in 
practice.

In the event the contractor inspects the 
property and the parties cannot agree on the 
proposed repair (claimants should carefully 
evaluate proposed repairs, preferably with 
the assistance of a trusted contractor, engi-
neer or attorney), the claimant must (yes, 
must) follow through with the new “home 
warranty dispute resolution process.”  The 
new dispute resolution process requires the 
selection of a “qualified neutral” from a list 
maintained by the Minnesota Department 
of Labor and Industry.  There are rather 
short timeframes applicable to the steps for 
selecting a neutral, so potential claimants 
should consult with an experienced member 
of the construction industry and/or a con-
struction attorney before submitting their 
claim to the Commissioner of the Min-
nesota Department of Labor and Industry.  
Otherwise they will find themselves with 
little time to make a decision about the 
neutrals from which they must choose to 
evaluate their case and no way to evaluate 
those neutrals.

After a neutral has been selected, the parties 
must meet together with the neutral and 
each will submit its own reasons why its 
proposed repair is proper.  There is a fee 
of $25 per party for participation in the 
process, in addition to the hourly fees of the 
neutral.  It also is possible the parties will 

use attorneys to represent them through this 
process, though neither party is required to 
do so.  

According to the amendment, at the end of 
this process the neutral third party does not 
issue a binding decision (it simply is an eval-
uation).  This evaluation may not be used as 
evidence in any later litigation.  The process 
does provide the parties with perhaps a bet-
ter understanding of the potential damages 
at stake and the chances of a favorable (or 
unfavorable) result, though working with 
the proper professionals should already serve 
this purpose at the outset of any potential 
dispute.

Barring certain exceptions, the parties must 
complete this dispute resolution process be-
fore litigation can be commenced.  There are 
four situations which in which a party may 
commence litigation earlier, however:

1.  Litigation may be commenced imme-
diately if:
a. The contractor fails to conduct an 

inspection within 30 days after 
written notice of the defect has 
been provided;

b.  The contractor performs the inspec-
tion but fails to provide a written 
proposal to make a repair of the al-
leged defective condition within 15 
days after the inspection is complete; 
or

c.  The contractor provides a pro-
posed repair, to which the parties 
agree, but the contractor does not 
perform the repair.

2.  Alternatively, litigation may be com-
menced following the expiration of 
60 days after the contractor has made 
a repair proposal, whether or not the 
dispute resolution process is complete.

In the event the evaluation process is not 
successful in bringing the parties to a 
resolution, the new amendment also alters 
certain timing considerations applicable to 
a construction defect lawsuit.  Although 

warranty statutes continued on PaGe 11
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Substantial experience in the 
successful resolution of construction 
defect claims.  Contingent fee option 

in most cases.

To schedule a free initial consultation with 

us, or a free initial inspection by a qualified 

consultant, contact managing attorney 

Jonathan A. Edin at 651-222-2155
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345 St. Peter Street

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

FAX (651) 222-2156
jedin@mnconstructiondefects.com
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Chapter 327A relates to certain warranties, 
there are numerous other claims (or theories 
of recovery) applicable to construction de-
fect cases, all of which might be affected by 
a delay in the commencement of litigation.  
These can include claims that the contractor 
breached an applicable contract or that the 
contractor was negligent.  There are other 
warranties that may apply as well, including 
warranties applicable to common inter-
est communities and warranties covering 
the sale of goods (such as windows, doors, 
shingles, etc.).  Each of these claims has not 
only its own standards, but each also has an 
applicable (and often different) limitations 
period (the period within which a suit must 

be brought before it is barred by the passage 
of time).  Accordingly, the amendments to 
327A now provide that, for as long as the 
parties are engaged in this statutory proce-
dure, or for 180 days (whichever is longer), 
all potential claims will be “tolled” (meaning 
their expiration will be delayed).  This is a 
useful provision for ensuring the parties do 
not lose their right to commence litigation 
as a result of participating in this mandatory 
dispute resolution process.

The new provisions of Chapter 327A 
certainly have created more theoretical op-
portunities for construction defect cases to 
reach resolution outside of court.  However, 

both parties still must act reasonably for 
the process to be constructive because there 
is little consequence to a party who fails to 
reach a reasonable resolution even under 
this new protocol.  Therefore, until we have 
seen this process utilized a few times, we will 
not know whether it will provide the parties 
with a legitimate alternative to litigation or 
just another hurdle to clear.  Meanwhile, it 
seems likely that the parties to these disputes 
still are going to need competent and in-
formed advisors to ensure they comply with 
the process and take full advantage of the 
purpose it is designed to serve.

warranty statutes continued From PaGe 8

The oil embargo of the early ‘70s 
contained a few important lessons 
that this country did not seem 
to understand. Fossil fuels are 

important and will shape the way ahead for 
all of us. Move ahead nearly 40 years from 
the oil embargo and the role of fossil fuels 
has entered a new age. From 2008 to now, 
the cost of asphalt shingles has more than 
doubled.  In just the past 10 weeks, the 
price of gasoline has steadily increased, with 
the prediction that $5.00 per gallon gasoline 
is not that unthinkable and not that far 
ahead.  Recent events in Tunisia and now 
Egypt point to a new political and social 
direction in the Middle East. A quick look 
at a map will show the importance of the 
Suez Canal – a lot of petroleum is shipped 
through the Suez Canal.  What does all of 
this mean for community associations?

First, the current situation is different and 
obviously more volatile than the original oil 
embargo.  This time the economics are being 
driven by the impact of social unrest, not the 
plotting decisions of the OPEC cartel. The 
implication is the ride could be a lot bumpi-
er.  So here are some thoughts to consider:
1. Review and revise your community 

association’s replacement reserve plan.  If 
you are still relying on pre-2008 roofing 
cost, your community association is 
likely to be seriously underfunded when 
it comes to roof replacement.  Talk to 

your general contractor about these costs 
and the availability of new technologies 
that may offer new opportunities.

2. Review the nature of your community 
association’s landscaping. Can changes 
be made that will achieve the aesthetics 
desired while improving or eliminat-
ing fuel consumption? Talk with your 
grounds contractor about the possibili-
ties.

3. Conserve. If you haven’t initiated 
conservation programs, now is the 
time to understand their importance 
and begin the process of implementing 
changes. Recycling materials, including 
yard waste, may have impact on your 
grounds contractor or trash hauler’s fuel 
consumption.

4. Consider alternative energy sources.  If 
your association has not considered 
renewable energy sources for its com-
mon areas, this may offer an approach to 
reducing reliance on fossil fuels. There is 
a new wave of technology coming upon 
us, and it is fueled by government money 
that requires public utilities to step up 
their incentives and rebates for more ef-
ficient and sustainable uses of energy.

5. Review your existing contracts.  Review 
your existing contracts and talk with 
your contractors now.  Fuel adjustment 
clauses are not likely to be inescapable.  
Know what your contract says.  It’s 
muddled thinking to believe your con-

tractor can perform the same work at 
the same rate if fuel cost escalate signifi-
cantly. Negotiate a course of action now 
in anticipation of what may lie ahead.

There is one more sure thing to add to your 
list beyond death and taxes – energy costs 
are going up.  It’s not rocket science, but you 
do need to act and move forward to improve 
your situation.  Otherwise, you’ll have to 
dig deeper in your wallets to deal with the 
increasing costs of fossil fuels.

What Price Fuel?
by GiL cross, bei exterior maintenance

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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Besides the Metrodome collapse, 
surely a ploy to get a new stadium, 
HOAs have found this winter to 
be one they won’t soon forget. 

So what really happened behind the scenes? 
What can we learn from it and what does the 
future hold? 

First, let me say that CICs are a special 
group of customers to “Snow Fighters.”  The 
vast majority of CICs pay contractors a set 
monthly fee. From the CIC side, budgeting 
is the main reason. From the contractor’s 
side, monthly accounts allow a contractor to 
have equipment and personnel ready over the 
winter months. 

This was a strange winter. With the first 
snowfall around mid-November, there were 
contractors not ready for the snow. After 
Halloween in 1991, there was no excuse to 
be unprepared this late into the season. The 
turf wasn’t frozen yet and a lot of sites weren’t 
staked yet. I saw plenty of sod rolled up at 
the end of finger streets that will have to be 
fixed this spring. We had a high number of 
regular snowfalls up until the “Snonami” 
of 17 inches on December 10 – the fifth 
heaviest snowfall in Minnesota history! Many 
associations did not get the service they 
expected during this event. There were some 
obscure reasons why this was the case. We’ll 
talk about the idea of expectations later in the 
article.

I’m sharing the following so that thoughtful 
people can make better decisions for the next 
snow contract. There was no good reason 
for a contractor to be unprepared, but many 
were caught unawares. Insight about what 
happened behind the scenes will help you 
make better decisions in the future.

1. Associations have been built to 
maximize use of the land. This means 
crowded drives, tight sidewalks with 
shrubs alongside. After the earlier snows, 
there was already minimal room to pile 
the snow, and 1 ½ feet of snow on a 20 
x 40’ driveway means 1,200 cubic feet 
of snow. It doesn’t take a rocket scientist 
to figure out that there is not enough 
room next to each drive for that much 
snow.

2. A good contractor might have equal 
numbers of skid loaders and pickup 
trucks for associations. A plow blade 
on a truck is 29” high. When lifted, the 
blade gets to about 45”. When the plow 
trucks got out to the sites after the skid 
loaders had been through once, there 
was already 5-6 feet of compacted, icy 
snow. A truck trying to push more snow 
into these piles was running into an 
unmovable object and couldn’t find a 
place to place the snow. From a practical 
viewpoint and to the surprise of some 
contractors, their plow trucks were now 
useless. Half of the equipment was not 
going to help for the next month until 
payloaders and tractor snowblowers 
were brought in to make more room. 

3. The night of the big snowfall, tempera-
tures had fallen drastically and winds 
had picked up making for very danger-
ous conditions for crews. The DOT and 
local counties had pulled their equip-
ment for the remainder of the night. 
Many contracts have a clause that ex-
tends deadlines by the number of hours 
that the DOT is off the road. A bit of a 
surprising effect was getting  shovelers to 
the sites. Why? Because they couldn’t get 
out of their own complexes and because 
they couldn’t get through on the high-
ways.  Only a fraction actually made it 
in. The guys doing the walks were actu-
ally pretty amazing, working for 12-20 
hours sometimes. A few shovelers got 
in serious accidents trying to get to the 
office or to the site.

4. Money. As mentioned earlier, most 
sites needed big expensive equipment 
to come in to blow back piles. In many 
cases, this is not included in the contract 
because if the contractor were to bid 
in this big equipment every year for an 
event that happens once every 20 years, 
the pricing would be 50 percent higher 
for each of those 20 years.

5. “The Fog of War.” After the second day 
of the big storm, confusing reports were 
coming in hot and heavy. A resident 
would contact a board member. The 
board member would contact the 
property manager not actually seeing 
the resident’s problem. The property 
manager would do the same with the 

contractor. The production manager 
would blindly communicate the same 
to the operator and by the time the 
operator got out there the situation was 
different than what was told to him by 
the boss. Nobody saw anything and you 
know who really paid that price? The 
board, the office staff at the manage-
ment company and the office staff at the 
contractors, none of whom could actu-
ally perform the work that needed to be 
done. They were helpless to improve the 
situation except to take the phone calls, 
the heat and pass messages on.

6. Subs and Temps. Because of the prob-
lems listed above, contractors had to 
use more subcontractors who weren’t 
familiar with the site and temp workers 
for shovelers.

I had a very nice interview with David 
Schultz of New Concepts Management. He 
had some ideas of how things should have 
been handled and lessons for the future. 
Remember earlier I said that the idea of ex-
pectations was the key? Well, it’s true. David 
and I agreed that managing expectations of 
the homeowners was of singular importance. 
Educating the homeowners about their 
expectations and understanding how it all 
works together makes for a happier associa-
tion, board and property manager. 

This doesn’t mean lowering your standards 
for the contractor. You can keep the same 
high expectations of your contractor and 
still manage expectations inside the CIC. 
Using this approach gives some cushion for 
everyone involved to keep the relationships 
solid. An example might be telling the resi-
dents that deadlines can be extended when 
windchills reach -25 below or when DOT 
pulls its equipment. The fact of the matter is, 
some contractors will have problems bringing 
people in. If we assume the contractor will 
have this difficulty, the only two choices are 
to prepare the expectations of the association 
ahead of time or prepare for many phone 
calls. A homeowner can ask to change the 
terms of the contract for next season, but 
reasonable clauses will reduce the daily calls 
once the homeowners understand. Nobody 
wants to see people who desperately need a 
paycheck to end up in the hospital anyway.  

Lessons From This Winter
by steve hooGenakker, concierGe LandscaPe environments

Lessons From winter continued on PaGe 17
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Underfunded reserves is a chronic 
problem for community asso-
ciations.  The seeds of financial 
crisis often begin with develop-

ers’ budgets, since their focus is on selling 
condominiums and townhomes as quickly as 
they can, and a low assessment is viewed as a 
marketing tool.  Volunteer Boards often har-
bor the mistaken belief that their mission is 
to keep assessments low, and they also know 
that assessment increases do not engender 
love and admiration from their friends and 
neighbors in the association. Owners also 
play their part by loudly protesting assess-
ment increases, particularly when they exceed 
the inflation rate, which they perhaps should 
because of the need to play “catch up.”

Somewhere between 20 and 30 years (and of-
ten much sooner for rental conversion prop-
erties), some hapless Board is finally forced 
to face the reality that their association is 
woefully unprepared to pay for much-needed 
replacements: roofs, siding, streets, elevators, 
a major redecorating project, etc.  The Board 
will probably consider the following options:  

Postpone the work – this is the worst option, 
as the cost to do the work will only increase 
each year, maintenance costs will likely 
increase, and property values will be adversely 
impacted.  Doing nothing is actually the 
most costly option.

Increase the annual assessment – simply 
increasing the annual assessments is usually 
not a viable option.  The money will come in 
over a period of years rather than being avail-
able upfront, so the work must also be spread 
out over many years. Meanwhile, inflation 
will erode the buying power of those future 
dollars, requiring an even greater increase in 
the monthly assessments.  Many associations 
are struggling with collection issues and bad 
debt write-offs, and a $50 or $100 monthly 
assessment increase may lead to more 
abandonments. Your documents may also 
require owner approval for a large assessment 
increase.

Levy a special assessment – many owners sim-
ply do not have $10,000 or $20,000 in spare 
cash lying around. Some could borrow the 

money, but there are others for whom that is 
not an option.  Again, this could lead to more 
abandonments, leaving the remaining owners 
to pick up the tab for the vacant foreclosed 
units.  Owner approval may be required.

Borrow the funds from a bank – many as-
sociations have exercised this option, and it 
requires less paperwork and is quicker than 
obtaining the funds from the government.  
However, the payment term is usually fairly 
short, from five to seven years, and will carry 
an interest rate several percent higher than a 
first mortgage on a principal residence.  Since 
your association probably has no fixed assets 
to pledge as collateral, the bank is relying on 
future revenue to repay the loan. If you are 
experiencing serious collection issues, it will 
be difficult to persuade a bank to give you 
what is essentially an unsecured loan.

That brings us to our fifth and final option:  
create a Housing Improvement Area (HIA). 
In 1996 the Legislature granted to cities 
the authority to create Housing Improve-
ment Areas by enacting Minnesota Statutes 
428A.11 thru 428A.21.  This allows cities to 
provide funds to a community association 
for specified purposes, and to then levy a fee 
against the benefitted property owners which 
can either be paid upfront in a lump sum 
or added as a special assessment to their prop-
erty tax bill for up to 20 years. (To read the 
Statute, go to www.revisor.mn.gov/statutes.)  

Compared to the four options described 
above, an HIA offers a number of advantages:

•	 The	interest	rate	will	be	lower	than	what	
the association would pay to a bank, 
roughly comparable to a first mortgage.

•	 Individual	owners	do	not	need	to	credit	
qualify.

•	 Repayment	can	be	over	a	period	of	as	
long as 20 years, although most associa-
tions opt for a shorter time.

•	 The	interest	may	be	deductible	by	those	
owners who itemize their personal 
deductions.

•	 Owners	have	the	option	to	pay	in	one	
upfront payment to avoid the interest 
charges, or over the term that is agreed 
upon with the city.

•	 The	agreement	can	also	be	structured	
to allow owners to pay off the balance 
at any time during the term without a 
prepayment penalty (this can be helpful 
for resales). 

•	 The	association	gets	the	money	now	
which means that it can make the 
needed replacements/improvements 
now, rather than having the work drag 
on for years.

Creating an HIA can be a daunting process 
that can take from one to two years before 
the funds are available.  A brief list of the 
steps required are as follows:

1. Have a 30-year Reserve Plan prepared 
by an independent third party. That will 
not only be a requirement by the city, 
but you need that information before 
you can determine how much funding 
to request.

2. Communicate with your members! 
Although you may not have all of the 
answers yet, no one likes surprises, and 
you will find that obtaining the required 
owner approval will be much easier 
when there has been an early and ongo-
ing communication program.  Let them 
know now the direction you are going.

3. Prepare a documented plan to present to 
the city, explaining how you will use the 
funds that you are requesting.

4. Meet with city officials (the department 
which handles these requests will vary 
from one city to another) to present 
your plan.

5. Also prepare background information, 
briefly explaining your association’s 
history and the problems you now face, 
the options you have considered but re-
jected, and your plan for keeping out of 
financial trouble in the future.  Include 
letters from banks turning down your 
request for a loan on the terms you are 
requesting from the city.

6. Once you have gained the support of 
city officials and you have a projected 
interest rate and term, send a mailing 
to the owners giving notification of an 
informational meeting to discuss the 
HIA.  Include in the mailing the ap-
proximate dollar amounts for both the 

Is an HIA the Answer to Your Association’s Financial 
Challenges?

by dave stendaL,  omeGa manaGement, inc.

hia continued on PaGe 17
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There’s an App for That
by tony Poetz, sPectrum home services

Five seconds...
think of 
anything you 
do during 

your day. Eat. Talk. 
Drive. There’s an app 
related to that activity. 
More than likely there 

are thousands of apps for that activity. An 
app (short for application) on your smart 
phone is a downloadable software program 
designed to...well, you name it, there’s an 
app for that. From clocks to calorie coun-
ters, maps to markets, there are hundreds 
of thousands of apps currently available. As 
of January 16, 2011 the total number of 
just the iPhone apps available surpassed the 
400,000 mark. That’s a one-year increase of 
around 300,000 – more than 800 produced 
per day. Many are free. Most are in the 
$1–$2 range with the average smart phone 
containing 25 uploaded programs. 

As a property manager, association mem-
ber, vendor or techy resident, you probably 
already have a calendar app right next to 
your calculator, email and Angry Birds 
icon. As of January 1, Angry Birds (a puzzle 
game in which the user slingshots chatter-
ing birds at the enemy pig castle) led the 
game downloads with 12 million to the 
iPhone and 50 million across various plat-
forms. That’s a lot of crushed pig castles. 

In the time it took you to see if you actu-
ally have 25 apps on your phone, there are 
at least 10 more ready to upload. Here are 
some available in the HOA world. They are 
not ranked here and we’re not offering any 
recommendations ourselves, but these will 
give you an idea of what is available. They 
usually have a user-ranking available before 
you download them. 

•	 Condo Rants & Raves ($2.99)
 This app claims unbiased comments 

from 20,000 condo/town home asso-
ciations across America. There’s gossip, 
advice, notices that are produced by 
owners, members, etc. 

•	 iLandlord ($1.99)
 A highly-ranked app used to track 

properties, costs, payments, contrac-
tors and work orders.

•	 Field Agent (Free) 
 A property inspection tool with space 

for notes right next to the pictures you 
can upload to organized files within 
the program. 

•	 Condo-Communities.com  (website)
 This site features multiple apps avail-

able for the organization and admin-
istration of an HOA. The programs 
feature varying prices.

•	 PICOwatt ($80 hardware)
 The PICOwatt is actually a piece of 

equipment into which you plug an 

appliance, then plug the PICOwatt 
into an outlet. The PICOwatt app 
you download to your smart phone 
will let you control the appliance from 
anywhere. Depending on the weather, 
you could adjust your furnace or your 
sprinkler system while you’re in the 
Caribbean.

•	 Hours Tracker ($2.99)
 A popular time sheet program used to 

estimate and track production of an 
activity such as snow removal. Plug in 
the numbers (workers, square footage, 
rate) and find an efficient estimate.

•	 Shoebox Receipts (Free) 
 An IRS approved expense generator
•	 Repair Ticket ($2.99)
 A contractor’s app useful for tracking 

clients, jobs, parts and invoicing.

As for miscellaneous contractor and real 
estate apps, there are thousands available. 
If you can’t find the one you’re looking 
for, consider creating an app for that task. 
The median price for programming, logo 
integration, etc. is around $700. Hosting 
on someone else’s server will cost extra. 
What are the specific steps to creating an 
app? Well, guess what. There’s an app for 
that, too. 

Give vendors enough time to bid
Send out your request for proposals early 
enough for vendors to respond. Commu-
nication is the key here. Give vendors time 
to visit the property, submit the requested 
information and deliver the bid prior to 
your deadline. This way, you can make an 
informed decision. 

Appoint a main contact
When you prepare for larger projects, you 
should assign a main project. This may re-
quire an extensive time commitment depend-
ing on the project. Choose someone who can 

schedule visits and inspections, create punch 
lists and sign off when the project is complete 
so it can be invoiced and paid. 

Collect references
Require at least three references from current 
clients (preferably associations), including 
the property address and contact person with 
phone number and email. When contacting 
associations that have had work done be sure 
to identify yourself and the reason for your 
call. People tend to relate to you and your 
needs and will share information that will 
help you ultimately choose the best vendor.

In dealing with vendors, the many details can 
cost you dollars, stress, neighborhood happi-
ness and time. Having a plan and process is 
the key to working with vendors.

Next issue we will cover the time-consuming 
issue of phone calls. Inevitably you will get 
complaints about maintenance, dogs, flying 
turkeys that crash into windows, pest control, 
woodpecker holes, billing, painting, snow 
plowing, parking, lawn care, insurance, rules, 
regulations, contracts and negotiations—and 
maybe a call for occasional thank you!

seLF-manaGement continued From PaGe 6



Minnesota Community Living16

Replacement Reserves 2012: Assessing the Alternatives 
by michaeL d. kLemm, esq., severson, sheLdon, douGherty & moLenda, P.a.

Since 1994, as-
sociations that 
are subject to 
Minnesota 

Statutes § 515B.3-114 
have been required 
to include in their 
annual budgets from 

year to year, on a cumulative basis, adequate 
reserve funds to cover certain replacement 
costs.  However, in recent years, associa-
tions and unit owners have faced significant 
financial challenges, and many associations 
have failed to adequately fund their reserve 
accounts or have “borrowed” reserve funds 
to cover operating expenses. In response 
to these developments, the state legislature 
has amended the statute to clarify reserve 
requirements and to provide greater flexibil-
ity for fiscal years commencing on or after 
January 1, 2012.

Under the new framework, annual budgets 
must include replacement reserves projected 
by the board to be adequate (together with 
past and future contributions to the reserve 
account) to fund the replacement of those 
components of the common interest com-
munity which the association is obligated to 
replace by reason of ordinary wear and tear 
or obsolescence. The evaluation of “adequa-
cy” must be based on the estimated remain-
ing useful life of each component.  The 
association must reevaluate the adequacy of 
replacement reserves at least every third year.  
Replacement reserves must be kept in an 
account separate from the association’s oper-
ating funds and cannot be used or loaned to 
cover operating expenses; however, replace-
ment reserves may be pledged as collateral 
for a loan to the association.

For fiscal years commencing on or after 
January 1, 2012, replacement reserves are 
not required for the following components, 
unless otherwise required by the declaration: 

1. Components that have a remaining use-
ful life of more than 30 years.

2. Limited Common Elements whose 
replacement will be funded by assess-
ments against the units to which they 
are assigned.  

3. Components whose replacement is 

planned to be paid for by special assess-
ments authorized by the declaration 
or by assessments levied exclusively 
against the benefitted units, subject 
to the following conditions: (a) the 
period of declarant control must have 
terminated; (b) the funding plan must 
be approved by the board; (c) the fund-
ing plan must be approved by owners, 
other than a declarant or its affiliates, 
of units to which 51% of the votes are 
allocated; and (d) approval is effec-
tive for no more than the association’s 
current and three following fiscal years, 
subject to modification or renewal by 
the same approval standards.

While associations may be able to reduce 
annual assessments by thousands of dollars 
by planning to fund replacement costs 
through future assessments rather than 
replacement reserves, this should not be 
considered cost savings.  In fact, many ad-
ditional costs (in time, money and effort) 
may be required to amend the declaration, 
prepare and approve a funding plan, peri-
odically modify or renew the funding plan 
and, when it is no longer possible to delay 
funding, to levy and collect assessments or 
obtain alternative financing.

Inadequate replacement reserves may 
continue to affect eligibility for project ap-
provals from the Federal National Mortgage 
Association (FNMA), Federal Home Loan 
Mortgage Corporation (FHLMC), Depart-
ment of Housing and Urban Development 
(HUD) or Department of Veterans Affairs 
(VA), potentially affecting property values 
and the availability of mortgages. Even if an 
alternative funding plan does not disqualify 
a CIC from a particular program at this 
time, there is a risk that eligibility require-
ments for these programs or for convention-
al mortgages may be tightened in the future.
 
As a practical matter, it is very unlikely that 
all unit owners will be able to pay their 
share of the replacement costs as a special 
assessment or limited assessment.  At mini-
mum, the project may be delayed pending 
collection of delinquent accounts. Some 
owners may simply walk away, resulting in 
mortgage foreclosure wiping out the lien 

for the assessment and leaving the rest of 
the owners to share the replacement costs 
attributable to those units.    

Facing this situation, associations may seek 
loans to cover replacement costs. However, 
it may not be possible to obtain financing 
on favorable terms, and the total project 
cost may increase significantly due to high 
interest rates, loan origination fees, title 
insurance premiums, escrow fees, appraisals 
and other transaction costs. 

If an association is unable to obtain or af-
ford traditional financing, the association 
may seek help from a government program. 
Currently, Minnesota Statutes Chapter 
428A authorizes a city to establish a housing 
improvement area (“HIA”) and to make 
advances or issue bonds to fund improve-
ments that are necessary to maintain and 
preserve housing units and to cover the 
city’s administrative costs. HIA funding is 
only available as a last resort; the statute 
requires a finding that without the HIA, the 
proposed improvements could not be made 
by the association or by the unit owners. 
However, HIA funding is not a government 
bailout; municipal assessments are levied 
against the CIC units for fees to reimburse 
the city for advances or to produce revenue 
to pay principal and interest on the bonds.  
Therefore, HIA funding can significantly 
increase the total cost of the project. 

An association should not rely on the 
government to provide a safety net. HIA 
funding is discretionary, not mandatory; 
a city may reject a petition for HIA fund-
ing. Further, Minnesota Statutes § 428A.21 
(2010) provides “The establishment of a 
new housing improvement area after June 
30, 2013, requires enactment of a special 
law [by the State of Minnesota] authorizing 
the establishment of the area.” Thus, it is 
unclear whether this program will be avail-
able in the future.  

The information in this article is general 
information and does not constitute legal 
advice regarding action to be taken in any 
particular case, which may vary depending 
on the facts and circumstances. 
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proposed levy against each unit and the 
amount of the annual tax assessment.  
Also include the project scope and costs 
and your plan for funding reserves so 
your association does not again find 
itself in dire financial straits.  Be sure to 
include a petition form and a postage-
paid return envelope.

7. Hold the informational meeting at 
which time you will explain the need 
(photos are a real help), present the 
funding plan, and discover if there is 
any serious opposition. Have extra 
petitions on hand so you can obtain 
signatures from those attending.

8. Assuming the meeting went well and 
no changes are needed, prepare a 
follow-up mailing within a few days 
to those who have not yet signed a 
petition, letting them know that you 
are making good progress towards your 
goal of creating an HIA and ask for 
their support by signing and returning 
the enclosed petition (be sure to include 
another postage-paid return envelope).

9. When you have received the necessary 
number of signed petitions (the statute 
mandates a minimum of 25 percent but 
many cities require 50 percent), present 
those to your city officials so they can 
start the process of holding public hear-
ings and sending formal notices to each 
affected owner.

10. The City Council must then vote to 
approve an ordinance creating the HIA.  
If 35 percent of the owners object to the 
HIA, the ordinance cannot be approved.  
The City Council also has the discre-
tion to not approve the HIA if they are 
swayed by even a few vocal opponents. 
That is why you want your supporters to 
show up in force at the Council meet-
ings when the hearings are held.

11. The final step is to enter into a Devel-
opment Agreement with the city which 
will address a wide range of issues and 
should be reviewed by your attorney.  
Depending on the funding source used 
by the city, the funds could be available 
within just a few weeks of signing the 
agreement.

Creating an HIA has proved to be a success-
ful option for many community associa-
tions in Minnesota. If you are professionally 
managed, your management firm may be 
willing to undertake the process, but please 
remember this is a time-consuming project 
that is almost certainly not included in their 
contracted duties, so don’t be surprised to be 
asked to compensate them for their time. A 
second option is to hire an experienced third 
party to provide assistance.  The third option 
is for the board to do it themselves, provided 
you have the volunteers willing and able to 
invest the time to see the project through to 
a successful conclusion.

What happens when all parties aren’t 
thoughtful and considerate of all sides when 
a contract comes up? I think the contractors 
who only think of their side will continu-
ally struggle with customer satisfaction and 
getting paid, and I think the CIC boards 
who don’t manage expectations and don’t 
have some cushion to protect all parties will 
continue to be disappointed with contractors 
and should plan on being in the middle of 
many future fights between contractors and 
homeowners. 

Some of David’s recommendations for a bet-
ter snow season:
1. Educate homeowners about the possible 

changes in response time and extra costs 
for hauling of snow after a large snowfall.

2. You’ve hired a multi million dollar snow 
removal company. Use that expertise 
you’ve paid for to help the board to 
make better decisions. 

3. The best snow contracts say “Contract 
Hauling available at these rates…” 
Make sure the contractor isn’t raising the 
bids to the association with hauling rates 
automatically figured in. That’s a waste 
of money for most years.

4. Where properties are functional, the 
board will ask “What are the costs going 
to be for the next 3-4 snowfalls?”

5. This winter was a wake up call for 
boards. If you live in an association 
cramped for space, you know it now. It’s 
just a matter of time before the big snow 
event affects you again.

6. Contractors and Boards, stop dealing 
with snow averages and start addressing 
future big snowfall events.

7. There needs to be better communication 
from the contractor to the board and 
manager.

I was amazed at the heroics and dedication 
of some board members. I was amazed by 
the hard work and 20 hour shifts that many 
people worked. Find a good contractor that 
you like to work with and be fair.  Life is too 
short to work with contractors you don’t like 
or can’t trust.  This simple principle can take 
stressful situations and make them pleasant 
and rewarding again. 

Lessons From winter continued From PaGe 12

hia continued From PaGe 14
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Brandon 
Stendal has 
launched 
Stone 

Valley Painting in 
Golden Valley.  The 
new company will 
build on the relation-
ships, reputation and 

superior customer service that Brandon has 
been known for in his nearly 20 years in the 
multi-housing maintenance industry.

This exciting new opportunity is one 
that falls neatly into Brandon’s comfort 

zone, combining his knowledge of what 
property managers need with modern 
technology to deliver high-quality work 
and responsive customer service.

Stone Valley Painting will provide profes-
sional interior and exterior painting ser-
vices to apartment and common interest 
communities and commercial properties.  
The company’s hallmark will be a clean, 
professional on-site presence and excellent 
communications capability.

Stone Valley Painting plans to begin work 
with its clients in the spring.

Member News: Stendal Launches 
Stone Valley Painting

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
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DH-KO_Y4BX
288 pt. x 354 pt.

“THE RESIDENTIAL SPECIALISTS”
*“Thousands of Satisfied Customers”*

On Site Supervision
References Available
Year Round Service
Financing Available

Locally Owned
Since 1984
Lic #6793

Bonded • Insured

“SPECIALIZING IN CUSTOMER SATISFACTION”

RE-ROOFS AND TEAR OFFS
CEDAR SHAKE ROOFS
APARTMENTS & TOWNHOMES 
JAMES HARDIE FIBER CEMENT SIDING
STEAM ICE & SNOW REMOVAL SERVICE
COMPLETE CLEAN UP-MAGNETIC SWEEP
EXTENSIVE WARRANTIES - (ask for details)
FACTORY - TRAINED CERTIFIED INSTALLERS

ASK ABOUT:

www.gatesgeneralcontractors.comwww.gatesgeneralcontractors.com

INSURANCE CLAIMS WELCOME



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 M M UN I T Y  ASS O C I AT I O N  M A 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:


