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What draws you to CAI?  What 
does CAI do for you?  How can 
we do it better?  I pose those 
questions as food for thought 
entering my tenure as Chapter 
president.  From my perspec-
tive and hopefully from yours, 
the CAI Minnesota Chapter is 

a vibrant organization active in many areas, address-
ing the varied needs of its membership.  However, we 
are always trying to do better.  These are some of the 
things we are up to:

The Legislative Action Committee (LAC) is in the 
process of increasing CAI’s profile at the state Capitol, 
with an eye toward making our organization the first 
line of contact when matters affecting common inter-
est communities come up at the state level.  The LAC 
has been actively shaping the law through the latest 
round of Minnesota Common Interest Ownership Act 
amendments, and more recently in addressing several 
bills introduced in the Minnesota Senate that would 
have directly impacted our membership.

The HOTT Committee (Home Owner Training Track) 
continues to provide wide-ranging educational oppor-
tunities focused specifically to the needs of homeowners 
through quarterly education offerings.  The monthly 
Manager’s Luncheons continue to draw the atten-
tion of managers seeking information (and real estate 
credits!) on timely topics such as the impact of fore-

closures, insurance, law, and management strategies, 
to name a few.  Other committees are hard at work 
getting out this high quality magazine, increasing 
membership, and planning this year’s flagship social 
event, the Annual Golf Tournament (sponsorships go-
ing fast!).  Of special note, CAI is developing another 
flagship event, a greatly expanded trade show and edu-
cational expo.  Vendors, there is a place for you at CAI 
and we are striving to add value to your experience.  

My special thanks go out to all committee chairs and 
members who work behind the scenes, without much 
recognition, to make this organization what it is.  
Without them we wouldn’t be here.  

If you haven’t been by the website lately, you should 
note that we are updating it to be more interest spe-
cific and easy to navigate.  On the web you will find 
many easy to find webinars and other resources.  Stay 
tuned for other improvements.

In summary, there is obviously a lot of value in CAI 
membership, and that value is expanding.  We are 
not resting on our laurels, however.  We welcome and 
encourage your input and participation both as an 
attendee and volunteer as we move through the year.  
Drop me a line with your comments or suggestions.  
While we are proud of CAI-Minnesota, we always 
have an eye toward making it an even better experi-
ence for our members.  

From the President By Jonathan Edin | Cai-Mn PrEsidEnt

5th Annual Golf Tournament: 
Join us for a day of  fun!
Wednesday, July 13, 2011 
11:00 am -8:00 pm
Stone Ridge Golf  Club | 13600 N. Hudson Blvd. | Stillwater, MN 55082
Check-in – 10:30 a.m.  •  Lunch – 11:00 a.m. • Shotgun start – 12:30 p.m. • Dinner & Awards Ceremony – 6:00 p.m.
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If you’ve ever had 
1. Mosquitos ruin an outing (and who 

in Minnesota hasn’t?)
2. Weeds take over a lawn and been 

concerned about the safety of pesti-
cides.

3. Aggressive geese or goose droppings 
on your property, then this article is 
for you.

Mosquito Controls
Mosquitos have ruined their fair share of 
outdoor get togethers. Worries over En-
cephalitis and West Nile carried by mos-
quitos makes the problem more than just a 
nuisance. 

Mosquito control is being used by associa-
tions and homeowners for events like gradu-
ations and homeowner get togethers like 
National Night Out. 

The area is sprayed 2-5 days before the event 
with a product called pyrethrin. Results vary 
and aren’t as good close to swamps, but in 
general, you may reduce the mosquito bites 

by 60-90%. This allows homeowners to 
take back the outdoors. The benefits can last 
one to two weeks. The spray can be done 
by a professional licensed applicator. There 
is a specific license for mosquito control. 
Check to make sure your professional has 
this license before allowing them to treat the 
property. You can also purchase the product 
directly from garden centers. Look for a 
hose-end garden sprayer with the product 
pyrethrin. Always follow label directions. 
Always take care when considering using 
insecticides. We have to consider how their 
use might affect bees and birds.

Weed Control
There’s a new weed control called Imprelis. 
Imagine your association being weed free 
and instead of smelling the application 
for two days, there’s no smell whatsoever. 
Imagine that it’s safer than table salt. Well 
it’s all true. It’s safer than almost any other 
weed control, has no odor and it controls 
broadleaf weeds like dandelions and creep-
ing Charlie for 60 days. This might be 
something you’ll want to discuss with your 

contractor before next summer’s contract. 
This isn’t available to homeowners yet, but 
is expected to be fast tracked for approval 
because of the relative safety of the product 
compared to older herbicides. Imprelis is 
very new and makes a barrel of oil look like 
a bargain, since a 30 gallon barrel of Imprelis 
would sell for over $20,000!

Goose Repellents
Geese are a problem with most associa-
tions with a pond or on lakeshore. There 
have been a number of dubious methods 
in the past of keeping geese off of an HOA 
lawn. The list is too long to mention here. 
Methods that sometimes work are hiring of 
border collies to patrol the grounds at differ-
ent times of days, loud horns and even lasers 
shot from a house to blind or annoy the 
geese. Using coyote decoys can work in small 
areas if they are moved regularly. Remember 
the plane ditching on the Hudson in 2009? 
That was from geese sucked up in plane 
engines. To stop the destruction of millions 
of dollars in planes, the air force developed 
a product called Flight Control. Geese have 

New Answers to HOA Landscape Problems
by steve hoogenakker, ConCierge LandsCaPe environments

hoa LandsCaPe ProbLems Continued on Page 17
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Calendar

July
5th annual Cai-Mn golf tournaMEnt

July 13, 2011, 11:00 am – 8:00 pm
Stone Ridge Golf Club 
Golf (includes lunch and dinner): $160
Lunch only: $35
Dinner only: $45

august
finding vEndors & ContraCtor Bids: 
why didn’t our ProJECt MatCh our 
rEquEst for ProPosal (rfP)?
August 17, 2011, 6:00 pm – 7:45 am
Sheraton Bloomington Hotel
Free – homeowner; $30 – manager/
business partners; $15 – manager/business
partner bringing one homeowner; free –
manager/business partner bringing two or
more homeowners
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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 focus-
ing on you 
the board 

member and the 
challenges you face 
each day when 
running your ho-

meowners association. We are exploring six 
challenges and ways to work through them. 
If you see something that seems common or 
you identify 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 man-
age an association and work full time. Today 
we focus on our most precious commodity: 
time.

1. Enforcing rules: it is difficult to confront 
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?

Measuring Time
What is your time worth? When talking to 
self-managed boards, I get the sense that 
many board members do not enjoy being 
part of the whole process. They see serving 
on the board as a necessary evil or some-
thing that has to be done. They say, “I will 
put my time in” or “No one else will step 
up.” Many times, that is the truth. 

How should boards respond to the needs 
of its members, and in what fashion or 
timeframe? In today’s world of on-demand 
communication, people are accustomed to 
quick response. Each board member has a 
duty to answer the phone and respond to 
calls that come in daily, weekly and certainly 
during snowstorms. 

From Retired to Tired
What most non-board-members forget is 
that board members are volunteers. After 
many hours of working they come home to 
more work—on a daily basis in some cases. 
Larger associations may have ample board 
members to help with calls, tasks and 
processes. However, smaller associations rely 
on one or two strong members to carry the 
load. Let’s call them “tired.” 

They work relentlessly to achieve common 
ground regarding rules enforcement, vendor 
supervision or financial upkeep. These are 
just a few of the tasks that have to happen 
in a self-managed association. It is tough 
to get your own jobs done let alone man-
age a small community with many member 
personalities, goals and issues.

One association board president reflected on 
her board membership. “I loved my time on 
the board of our townhome association,” she 
said. “I enjoyed getting to know some of my 
neighbors…but a board meeting meant at 
least 2.5 hours of discussion and decision-
making every month. … The time at the 
meeting wasn’t the end of it. There were 
neighbors to follow up with and calls to 
answer and merchants to contact for quotes 
or questions. … While I feel it is one’s duty 
to spend some time on the board, time can 
be a precious when working full time.” 

All owners deserve response to their needs. 
But self-management leaves little room for 
true accountability. It can be difficult to 
enforce rules with your neighbors or deal in 
collections and disputes. These can be very 
troubling issues.

“I often felt myself to be back in the work-
ing world even though I was supposedly 
retired,” said another former board presi-
dent. “Unlike my former paid job, however, 
I couldn’t stop at the end of the day. It took 
hours/days/weeks of my time to research 
to be able to give credible responses to the 
demands/needs (both real and perceived) of 
association owners.”

There is Help
Being on a board can be a rewarding experi-
ence for all. But if you are more “tired” than 
“retired” it can be much more of a chore. 
Understand that there is help out there. One 
board member said to me recently, “I am 
now truly retired...and no longer tired.”

Next issue we cover more time management 
issues: paperwork, governing documents, 
paper trails, audits and financial reviews. 

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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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

CONSTRUCT-ALL
CORPORATION

Decks • Siding • Doors/Windows • Water Damage 

Fire Damage • Budget Proposals • Work Orders 

Structural Repairs • Investigations

General Contractors
www.construct-allcorp.com

763-427-5900

INNESOTA

OADWAYS CO.
Asphalt Contractors

SERVING MINNESOTA SINCE 1953

4370 VALLEY IND. BLVD. S.

SHAKOPEE, MN 55379

PHONE: 952-496-2651

FAX: 952-496-2522

estimates@mnroadways.com
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Roofing Contractors and Homeowners Beware: New 
Restrictions Apply to Negotiating Storm Damage Claims

by deb neweL, thomsen nybeCk, attorneys at Law 

When a storm occurs, many 
homeowners may not 
understand the affect that 
the storm had on their 

property.  As a result, over the past several 
years roofing contractors have increasingly 
made themselves available to homeown-
ers and sought to be a resource for them 
when negotiating property damage claims 
with a homeowner’s insurance company.  
Sometimes, these roofing contractors will 
offer as a part of their contract with a 
homeowner to exclusively negotiate a claim 
settlement on behalf of the homeowner 
with the homeowner’s insurance company.  
Such practices by roofing contractors are 
now subject to some new restrictions.  A 
recent law prevents roofing contractors, 
who will be paid by the homeowner from 
the proceeds of the homeowner’s insurance 
policy, from advertising or promising that 
they will pay or rebate all or part of the 
homeowner’s insurance deductible.  See 
Minn. Stat. § 325E.66. 

Another recent law requires that roofing 
contractors give homeowners 72 hours 
to cancel a contract for roofing goods or 
services if the goods or services are to be 
paid by the homeowner from the proceeds 
of his insurance policy and the insurance 
company denies the homeowner’s claim.  
Prior to entering into a contract with a ho-
meowner, the contractor is now obligated 

to provide the homeowner with a state-
ment advising the homeowner of this right.  
If the homeowner chooses to cancel the 
contract, the homeowner must give written 
notice of cancellation to the roofing con-
tractor at the address stated in the contract 
within the required 72 hour timeframe. 
The homeowner’s notice of cancellation 
does not need to be in any particular form, 
but it must express the homeowner’s intent 
to not be bound by the contract.  For 
further information on a roofing contrac-
tor’s obligation to provide notice of a right 
to cancel residential roofing contracts and 
the requirements related to a homeowner 
providing notice of cancellation of the 
contract, see Minn. Stat. § 326B.811.
 
One final change affecting roofing contrac-
tors is that they are now required to have 
a public adjuster’s license if they want 
to negotiate and act as a representative 
for a homeowner with the homeowner’s 
insurance company.  The Department of 
Commerce and the Department of Labor 
& Industry view such representation and 
actions by roofing contractors to constitute 
the contractor acting as a public adjuster, 
and therefore, under these circumstances, 
require that roofing contractors hold a 
public adjuster’s license.  See Bulletin 
2010-4 issued by the Minnesota Depart-
ment of Labor & Industry and the Min-
nesota Department of Commerce.  

Roofing contractors should be careful to 
make sure they are compliant with all these 
new requirements that apply to them.  
Likewise, homeowners should be aware of 
these changes if they are approached by 
roofing contractors who wish to perform 
roofing goods or services for a homeowner 
after a storm.  If you are a roofing contrac-
tor or a homeowner who is approached by 
a roofing contractor, it may be beneficial 
to have an attorney review the roofing 
contract prior to entering into the contract 
so that you are aware of both your rights 
and obligations pursuant to these new law 
changes and under the proposed contract.  
In addition, it is possible for an attorney or 
public adjuster to step in on behalf of a ho-
meowner to conduct the negotiations with 
an insurance company while still receiving 
the input and expertise of the contractor to 
assist in obtaining a fair resolution to the 
homeowner’s claim.
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General

•	 CAI	believes	homeowner	
and condominium associations 

can and should exceed the expecta-
tions of their residents. We work with 
you to meet the evolving needs of your 
community and its residents. By being 
a trusted forum for the collaborative ex-
change of knowledge and information, 
we help you learn, excel and achieve. 

•	 CAI	gives	you	the	education,	knowledge	
and understanding to make you the 
expert—to give you the expertise and 
perspective you need to be an effective 
and respected leader.

•	 CAI	provides	the	information,	tools,	
resources and support you need to help 
you find creative solutions and achieve 
important goals—without burnout and 
without sacrificing other important 
personal and professional pursuits.

•	 CAI	works	with	you	to	defend	and	
support the community association 
concept—to ensure that association 
leaders can preserve the collective right 
of homeowners to sustain their commu-
nities and protect their property values.

•	 CAI	can	give	you	exactly	what	you	need,	
whether you’re a professional manager, 
board member or corporate executive.
o For community managers and cor-

porate executives, CAI helps you 
earn and enhance your status as a 
respected, trusted and successful 
professional.

o For community association board 
members and other homeowner 
leaders, CAI helps you achieve the 
results you need and respect you 
deserve.

o For product and service providers, 
CAI provides a platform to build 
your reputation and grow your 
business.

Board Members/Volunteer Leaders—
Personal and Community ROI
•	 Money-saving	and	time-saving	help,	

advice and insights at chapter events; 
in the pages of Common Ground™, 
Minutes and chapter periodicals; on 
CAI national and chapter websites; and 
on the members-only Message Board.

•	 Information	that	helps	you	make	good	

decisions—and protects you and your 
association from costly mistakes and 
missteps.

•	 Legal	insights	can	help	you	prevent	
lawsuits and save you and your commu-
nity thousands of dollars and an equal 
number of headaches.

•	 Ideas	about	landscaping	and	building	
maintenance can save you money—and 
help your community become more 
environmentally friendly.

•	 Professional	advice	on	assessment	collec-
tion, foreclosure, reserves, investments 
and banking can help you navigate 
choppy fiscal waters.

•	 Expert	perspective	on	rules	enforcement	
can help you achieve compliance and 
avoid unnecessary turmoil and commu-
nity friction. 

•	 Money-saving	member-discount	pro-
grams.

•	 The	latest	information	and	insights	on	
legislative, regulatory and legal issues 
that can guide your decision-making 
and help you prepare for the future.

Professional Managers—Personal 
and Professional ROI
•	 Education,	training,	networking	and	

professional designations—all more 
important than ever in a competitive 
market.

•	 CAI’s	Professional	Management	
Development Program (PMDP)—the 
industry standard in education, with 
classes led by the recognized industry 
leaders. Members who take advantage 
of CAI education and training are more 
valuable to their employers—and more 
marketable to potential employers.

•	 Access	to	CAI’s	webinar	program—a	
convenient, low-cost way to learn and 
earn designation credits.

•	 Unique	and	unparalleled	networking	
opportunities nationally and locally—an 
important advantage in terms of expert 
resources and career success.\

•	 Job	Market—the	single	best	resource	for	
management professionals looking for 
new and better opportunities. Best of 
all, you can post anonymous profiles.

•	 CAI	designations	—a	sure	path	to	
greater professionalism, increased job 
security and enhanced marketability. 
Members with designations are auto-

matically listed in CAI’s online Direc-
tory of Credentialed Professionals.

•	 The	latest	information	and	insights	on	
legislative, regulatory and legal issues 
that affect the way you manage associa-
tions.

•	 The	latest	news,	information	and	
perspective in the pages of Com-
mon Ground™, CAI’s award-winning 
bimonthly magazine; Community 
Manager, a specialized, bimonthly news-
letter just for community managers; and 
chapter periodicals.

•	 Money-saving	member-discount	pro-
grams.

Business Partners—Corporate ROI
•	 For	most	community	association	service	

providers, just one new association client 
more than pays for your membership. 
Just one! And your membership tells 
community association board members, 
managers and management company 
executives that you are committed to 
the growth and success of the industry 
as a whole. You and your company are 
viewed, not just as a business, but as 
supportive corporate friend.

•	 Increased	visibility	in	the	marketplace	
by taking advantage of many free op-
portunities to promote your expertise, 
from writing for chapter and national 
publications to speaking at local and 
national conferences and seminars.

•	 Free,	business-building	inclusion	in	
the National Service Directory, part of 
a website that tops one million visits a 
year.

•	 Countless	marketing	opportunities	at	
member-discounted rates. With national 
and chapter sponsorships, advertising 
and trade shows, there are options to 
suit any company—local, regional or 
national.

•	 Numerous	networking	opportunities,	
the chance to meet management com-
pany executives, managers and associa-
tion board members—the people who 
purchase products and services.

•	 Money-saving	member-discount	pro-
grams.

For information: Frank Rathbun, VP of 
Communications and Marketing, frathbun@
caionline.org. 

Why CAI Membership Pays: Words for Member Prospects
by Frank rathbun, Community assoCiations institute 
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Newsweek magazine this last 
September outlined a phe-
nomenon they entitled “The 
Culture of Low-balling.”  In 

that article the argument was made that 
due to a depressed economy, a sharp rise in 
unemployment, and a housing bubble that 
had burst causing foreclosures to take place 
at unprecedented levels, a new mind-set was 
taking hold with Americans: the mind-set of 
“Low-balling.”

The mind-set of low-balling according to 
that Newsweek article came into play due 
to several factors.  The first was a matter of 
survival.  In order to stretch an individual’s 
buying power, one goes from merely loving 
a good bargain to now requiring one.  Next 
it was noted that due to these depressed and 
desperate times, buyers of goods and services 
have come to the belief that those selling 
products and services should be grateful for 
any offer at all and thus be willing to take 
whatever is being offered to them.

Respected economists from even a century 
ago, such as John Maynard Keynes, noted 
this phenomenon and coined the phrase a 
“paradox of thrift.” The idea is that when 
everybody saves, they ultimately get poorer, 
because a crowd mentality takes over.  The 
mind-set of bargain hunting can create a 
dangerous downward spiral that can make 
recovery even harder to achieve.

While no one takes fault for someone want-
ing to save a dollar, one must be careful with 
how far they let this go.

Painting contractor Mark Schoenfelder, 
principle, and a past President of the Min-
nesota chapter of C.A.I. (Community Asso-
ciations Institute) has seen all too well what 
can happen when someone allows price to 
be the deciding factor when it comes to 
accepting a proposal or contract for work 
at an association.  “When price between 
contracts deviate between thousands of dol-
lars” he said, “Don’t be too eager to merely 
accept the lower price.  It’s not possible for 
two contractors to offer the same quality 
and level of service.  Something has to give.  
The job you think you are getting, and the 
one you receive could be two completely 
different things!  In this particular case sav-
ing money meant only receiving one coat 
instead of two, and a one year guarantee on 
the workmanship instead of a guarantee for 
several years.”

Even when the contractor doesn’t conscious-
ly cut the scope of their service, low-balling 
could have further long term consequences 
as it may also put the contractor into a 
tough spot when it comes to being able to 
maintain the quality of  their level of service.

Grounds contractor Kris Birch, principal of 
Birch Lawn Maintenance, has seen this dy-
namic take place this winter season already.  

“When an association accepts a bid that is 
significantly lower than others being offered, 
they may unknowingly give the nod to a 
vendor who doesn’t have the depth to be 
able to consistently perform.”  Birch stated 
that “Many times a smaller vendor may only 
have one or two plow trucks, or older equip-
ment that doesn’t cost the same to maintain 
as a larger company.  But as soon as one or 
more of those trucks go down, that con-
tractor doesn’t have the ability to maintain 
service to their customers when they need it 
the most!”

Even though cutting or freezing costs on 
services may be necessary during these 
uncertain times, most reputable vendors 
are of the belief that the cost to maintain a 
customer is always cheaper than trying to 
find a new one.

“Talk to us.  Be candid in your conversation 
with us,” says Birch, “If we are doing a good 
job, let’s see if we can sit down and work 
something out that will work for the both 
of us.”  

The associations and their boards that can 
achieve this type of balance with their 
vendors will many times be able to keep 
their property’s budget where it needs to be 
without losing the essential quality and level 
of service they have come to expect.

The Culture of Low-Balling
by gene suLLivan, President, new ConCePts management
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In recent years, 
much has been 
written about resi-
dential construc-

tion defects.  Attorneys, 
property managers, 
insurers, and others 
have offered opinions, 

tips, and advice on properly and diligently 
investigating and pursuing these types of 
claims.  But one aspect of this problem ap-
pears to have largely been ignored.  Con-
struction defect-related issues continue to 
trouble associations and their members long 
after repairs have been made and both believe 
the defect claims are resolved.  In particular, 
disclosure laws and requirements for both 
associations and individual members have 
made construction defect litigation an active 
and transforming area of the law.  

More than two years ago, associations and 
members repairing construction defects rarely 
considered the implications these defects 
or the corrective work would have on their 
disclosure obligations during a subsequent 
real estate transaction.  Today, in an already 
shaky real estate market, our clients routinely 
ask this question during initial meetings and 
carefully consider future disclosure obliga-
tions throughout the entire claim resolution 
process.  Clearly, disclosure requirements 
are concerning to associations and their 
members, and it is a wise association that is 
mindful of its obligations and seeks advice 
regarding its disclosure obligations through-
out the course of a construction defect claim 
and, also, at the time of proffering any future 
disclosure.

In order to appreciate all of the ways that 
disclosures may come into play during a con-
struction defect claim (or insurance claim, 
or even when there is no claim but there is a 
required repair, other damage, or significant 
maintenance work), an association should be 
aware of not only its own disclosure require-
ments during a real estate transaction involv-
ing one of its units, but also its members’ 
disclosure requirements.  Importantly, subject 
to some exceptions and limitations, Min-
nesota Statute section 513.55, subdivision 1 

imposes an obligation on a seller of residen-
tial property to make written disclosure of 
all material facts of which he or she is aware 
that could adversely and significantly affect 
an ordinary buyer’s use or enjoyment of a 
home, or could adversely and significantly 
impact a prospective purchaser’s intended 
use of the home of which the seller is aware.  
The statute is broad and raises the question 
of what it means exactly to a specific seller.  
For instance, do I have to disclose the one 
time I had a little water come in through a 
window during a rainstorm?  Is one instance 
of water intrusion a material fact?  Could the 
one instance adversely and significantly affect 
another owner’s use and enjoyment of the 
home?  Fact-finders, like judges, arbitrators, 
and juries, do not always rule consistently on 
these issues.

Let’s complicate the issue a little more:  what 
if our selling member has only experienced 
leakage in his window once, but a majority 
of the other members within the association, 
all of whom have the same make and model 
of window, have experienced significant and 
continued leakage – does the selling mem-
ber need to disclose his leakage now?  Does 
he have to disclose the leakage the others 
have experienced?  Is the leakage the other 
members are experiencing material to the 
selling member?  For example, will the selling 
member, or a future owner of his unit, be 
responsible for increased maintenance, litiga-
tion, or insurance costs because of the leakage 
experienced by others?  Could the other 
members’ leakage significantly and adversely 
affect the selling member’s use and enjoy-
ment of his home?  What if the association 
is a condominium and the selling member 
lives below one of the members with leaking 
windows; could the leakage above eventually 
impact the selling member’s unit?    

In addition to the unit owner’s disclosure 
obligations, Minnesota Statute section 
515B.4-107 imposes disclosure obligations 
on an association.  An association is required 
to complete the statutory Resale Disclosure 
Certificate within ten days after receiving a 
request for one.  There are thirteen different 
disclosure requests on the Resale Disclosure 

Certificate, some with subparts.  Of particu-
lar relevance to this article is inquiry number 
13, which asks an association to list, the 
“matters affecting the occupancy or use of 
the unit or the unit owner’s obligations with 
respect to the unit [that] are deemed mate-
rial.”  This disclosure obligation is different 
from a homeowner’s disclosure obligation 
under Minnesota Statute section 513.55, 
but there are similarities.  Significantly, both 
statutes focus on the disclosure of informa-
tion that is “material.”  Material is defined as 
“[h]aving some logical connection with the 
consequential facts” and “[o]f such nature 
that knowledge of the item would affect a 
person’s decision-making process; significant; 
essential.”   

Let us go back to the example of window 
leakage.  When the selling member asks the 
association to complete a Resale Disclosure 
Certificate, does the association have to dis-
close the window leakage at the selling mem-
ber’s unit?  Is that leakage material?  Would 
the fact of leakage in the selling member’s 
unit affect a buyer’s decision to purchase the 
unit?  Does the answer change if we add as 
a fact that the majority of the other mem-
bers within the association have experienced 
incessant window leakage, whether or not 
the selling member has had leakage?  Even if 
the leakage itself is material, does it affect the 
occupancy or use of the unit?  Or does the 
leakage affect the selling member’s (and any 
subsequent owner’s) obligation with respect 
to the unit (e.g. could repairs be required that 
would necessitate an increase in the annual 
budget for the upcoming fiscal year or a 
special assessment)?  

Further complications can arise if an associa-
tion believes that a fact is material and must 
be disclosed on the Resale Disclosure Cer-
tificate, but the member disagrees and fears 
that the association’s disclosure could cause 
a prospective purchaser to cancel a purchase 
agreement.  Additionally, many associations 
and members are under the mistaken belief 
that if a condition that would be subject to 
disclosure existed in the past, but has since 
been repaired, it does not have to be dis-
closed.  Minnesota Statute section 513.55 

What’s Old is New Again – Construction Defects Have 
Important Disclosure Implications For Associations

by JenniFer a. thomPson,  hammargren & meyer, P.a.

ConstruCtion deFeCts Continued on Page 16
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The Association Blog
by tony Poetz

My dad 
was 
explain-
ing the 

finer points of using 
ear plugs to catch 
trout. “What?” I asked 
over the phone. “You 

mean the ear plugs we use in the shop or at 
the gun range?” “Yes,” he said.  “New ones. 
Pinch ‘em, put ‘em in a jar of bait juice and 
as it expands, it soaks in the juice. When 
you’re fishing, it floats down the stream 
lookin’ and smellin’ like a tasty trout-
marshmallow.” I laughed. “Where did you 
come up with that?” 

“I read it in a blog,” he replied. I was silent. 

Dad lives high up in the Northern Arkan-
sas Ozarks where the term “Yahoo!” is an 
exclamation rather than an internet search 
engine. While he uses email and plays the 
occasional game of computer chess, he’s 
leery of internet privacy and I didn’t think 
he knew about (or trusted) blogs. He ex-
plained that the local outdoor store writes 
a blog with tips on fishing, hunting and all 
things Ozark. He knows the blogger and 
trusts what he writes. 

His explanation reaffirmed that people will 
find information they want or need even 
when they’re skeptical about the medium. 
They’ll also tell people where they got it. 

So what does that mean to an HOA?

Well, a blog (short for web log) is a web 
site where individuals or groups record 
information or opinions on a regular basis 
– an electronic newspaper usually tailored 
toward a specific topic or group. 

For an HOA, a blog is a valuable part of 
getting the word out to your members. 
Items up for board consideration, pool 
closings, parking lot striping dates, garden-
ing tips...all of these notices can be put on 
a computer screen rather than taped to the 
front door of your building’s entrances. 

That’s not to say a blog takes the place 
of a physical bulletin board or word of 
mouth. Those are still important because 
some people don’t regularly use a com-
puter and, even if they do read your blog, 
more reminders are often better than fewer 
reminders. 

One of the major advantages of a blog is 
that the writer can add links to information 
on other websites. Instead of structuring 
a complex explanation about the sum-
mer’s lawn care procedures, a link can be 
provided to your landscape vendor’s website 
which will have details directly from the 
expert. 

There are, of course, cautions to be con-
sidered when providing a blog to your 
members. 
•	 It	should	not	be	relied	upon	as	the	sole	

provider of information. Again, some 
people won’t view it. 

•	 The	information	for	something	as	
important as HOA announcements 
should be factual rather than opinion. 
An opinionated article about guests in 
the pool area may alienate some read-
ers to the point that they don’t trust 
the remainder of the blog. 

•	 Finally,	blogs	are	a	two-way	street	
often providing a “remarks” area where 
readers can openly respond to any 
posting. Internet users tend to respond 
through the protection of anonymity...
often resulting in a raw (and now pub-
lic) opinion of the topic. The editor 
does have some control over content 
however, and users can be asked to 
provide a valid unit number or au-
thentic identification before posting.

One of the best parts of a blog is that 
there are many FREE versions (the pro-
vider places small ads on the side to make 
money). Wordpress.com, blogger.com and 
Google’s BlogSpot are some of the sites that 
offer free, ready-made forums in hundreds 
of easy to use designs. You can start a blog 
in minutes then print the web address in 
your upcoming newsletter or on the bul-
letin board next to the mail boxes. 

Just like that and your members can visit a 
forum that delivers information in a profes-
sional format...important information like 
budget announcements, cleaning schedules 
or how to make trout-marshmallows out of 
ear plugs.

does not contain such an exception.   Even a 
repaired problem could affect the occupancy 
or use of a unit or a unit owner’s disclosure 
obligation with respect to the unit (e.g., 
consider the case of a moisture intrusion issue 
that led to mold, which even if remediated, 
may affect a subsequent owner’s occupancy of 
the unit if that subsequent owner has severe 
mold sensitivities), thereby requiring disclo-
sure on the Resale Disclosure Certificate.

The issues surrounding real estate disclo-
sures are numerous and can be thorny.  The 
question of disclosure requires attention 
early on and must continue throughout the 
process resolving claims for construction 
defects (or insurance losses, or large mainte-
nance repairs).  Associations and members 
have a mutual interest in limiting exposure 
for failing to properly disclose, while at the 
same time avoiding unnecessary stigma and 
preserving the value of the association and 

the units.  For this reason, disclosure require-
ments should be a part of an association’s 
overall analysis from the very beginning to 
the very end of any construction defect claim.  

So there it is – one more article on a con-
struction defect related issue.  The point be-
ing, unfortunately, what is old is new again.  

ConstruCtion deFeCts From Page 15
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a lower range of eyesight than humans do. 
Flight Control makes the grass look mot-
tled to geese. To geese, it looks something 
like changing colors on the grass blades 
that the geese can’t quite focus on. This 
makes them very uneasy in that area and 
makes them want to move away. The other 
action of Flight Control is its Anti-Feedant 
properties. It causes “an intestinal reaction” 
when they feed on the turf. Geese have 
the mind of a two-year-old. Combine the 
two actions and the geese are conditioned 
to stay away. The product is expensive. It’s 
available to the public. The cost is around 
$300 per gallon. It can be applied with a 
backpack sprayer. A couple of companies 
provide this as a service. There is no odor, 
it is completely safe for humans and pets 
and the only thing you would notice is a 
slight beige color to the grass that you can 
only really see within a few inches of the 
grass. The action works as long as the grass 
has the product on the blades. It’s rainfast, 
but each time the lawn gets mowed, the 
effectiveness goes down, so about two to 
four weeks per application. One applica-
tion may be enough to condition the geese 
to go elsewhere for the season. I have had 
excellent success with Flight Control. 

One thing in common to these solutions 
is the relative safety of these new answers. 
Scientists use a term called ld50 as a safety 
guideline so we can compare relative safety. 
For mosquito control, pyrethrin has an 
ld50 of 370mg/kg. This ld50 is about the 
same as acetaminophen and three times 
safer than caffeine.

Imprelis weed control and the Goose 
Control products have an ld50 of over 
5000mg/kg. That makes these products 
considerably less toxic than acetaminophen 
and no more toxic than table salt.

It’s nice to know that there are new an-
swers to old problems and that homeown-
ers can enjoy their landscape again!
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Get your Ducts in a Row
by raCheLLe martini, servPro oF minnetonka, Coon raPids, CentraL anoka County & northwest ramsey County

Break out the mop, feather duster 
and vacuum – it’s that time of 
year again. Mother Nature is 
springing back to life, along with 

all of the blessings and curses that come 
with the season. 

The pollen count will spike and the allergies 
will be back in full swing. Sometimes your 
only escape from a runny nose and con-
gested head is to head for the great indoors. 
Of course, in many homes and offices, the 
air-conditioned refuge just doesn’t provide 
the break you are seeking from the itchy-
watery eyes and sniffles. What in the world 
is going on?

It could be that your living environment (or 
work space) is in need of a spring cleaning. 
Pollutants can enter the home in several 
ways such as cooking, cleaning, smoking, 
pets and even home remodeling projects. 
Today our living environments are often so 
well built and insulated, that they are nearly 
air-tight. While this may help keep the 
warmth and air conditioning inside during 
the proper seasons, it can also allow con-
taminants – such as dust and mold particles 
to build up to potentially irritating, or even 
unhealthy levels.

Ventilation systems can often be a large cul-
prit in poor indoor air quality. That’s right; 
your indoor sanctuary where you go to re-
lieve your spring allergies might be respon-
sible for circulating dust, odors and other 
contaminants throughout your property. 

Consider having your air ducts cleaned if:
•	 There	is	visible	mold	growth	inside	

your ducts or on other components of 
your heating and cooling system.

•	 Ducts	are	infested	with	vermin,	e.g.	
(rodents, or insects).

•	 Ducts	are	clogged	with	excessive	
amounts of dust and debris and/or 
particles are being released into your 
living or working areas from your sup-
ply registers.

How to select a reputable contractor:
•	 Can	the	contractor	show	proof	of	

NADCA (National Air Duct Cleaners 

Association) membership and certifica-
tion?

•	 How	long	has	the	contractor	been	in	
the HVAC system cleaning business?

•	 Can	the	contractor	provide	evidence	
of General Liability Insurance coverage 
and a labor warranty?

•	 Will	the	contractor	conduct	a	thorough	
inspection of your system PRIOR to 
performing any work and alert you to 
any problems?

•	 Is	the	contractor	giving	you	a	guar-
anteed price before the inspection? 
Finding mold in the system, damaged 
fiberglass insulation, cleaning or treat-
ing cooling coils could become add-on 
costs.

•	 Will	the	contractor	provide	you	with	a	
means to conduct a visual inspection at 
any time during the cleaning? (Mirror 
and flashlight, camera or other remote 
visual systems).

•	 Will	the	contractor	be	cleaning	the	
complete system, including coils and 
fans?

How can you prevent duct contami-
nation after a cleaning?

Whether or not you decide to have your 
ducts cleaned, committing to a good pre-
ventative maintenance program is essential 
to minimize duct contamination. 

To prevent dirt from entering the system:
•	 Use	the	highest	efficiency	air	filter	

recommended by the manufacturer of 
your heating and cooling system.

•	 Change	your	filters	regularly	(if	they	
become clogged, change them more 
frequently).

•	 Be	sure	you	DO	NOT	have	any	miss-
ing filters and that air cannot bypass 
filters through gaps around the filter 
holder.

•	 During	construction	or	remodeling	
projects that produce dust in your en-
vironment, (if possible) seal off supply 
and return registers and do not operate 
the heating and cooling system until 
after cleaning up the dust.

•	 Remove	dust	and	vacuum	regularly.	
Use a high efficiency vacuum (HEPA) 

cleaner or the highest efficiency filter 
bags your vacuum cleaner can take. 

•	 Prevent	your	ducts	from	becoming	wet!	
Promptly and properly repair any leaks 
or water damage that threaten your 
ducts and HVAC system. 

Keeping yours ducts in a row can help to:
•	 Restore	peak	energy	efficiency.
•	 Eliminate	offensive	odors.
•	 Reduce	allergens	and	the	potential	for	

mold growth within your living and 
working environment.
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Guiding Principles
by gene suLLivan, President, new ConCePts management

I’m a bit of a movie buff.  I love a good 
story.  One of my all time favorites is 
the 1995 “Apollo 13” directed by Ron 
Howard.  Who can forget the tense 

build up of that historic flight in 1970 when 
things continued to go from bad to worse 
and it looked like the crew of Apollo 13 
was not going to make it back home.  At 
one point during the movie the Director of 
NASA said to flight director Gene Kranz 
“This could be the worst disaster NASA’s 
ever faced.”  And with complete resolve 
Gene Kranz said in response “…With all 
due respect sir, I believe this will be our fin-
est hour!”

I was heartened to find out that those most 
memorable quotes and situations were not 
embellishments for a great movie, but the 
actual history of what took place.  And 
even to this day, in interviews with all the 
engineers and astronauts who were involved 
with the Apollo Missions, they honestly 
consider their greatest success the failed mis-
sion of Apollo 13.  What was it that made 

that particular mission such a defining mo-
ment for NASA?  It certainly wasn’t the cut-
ting edge technology, but in a moment of 
crisis, working as a team, NASA went back 
and relied on some of the most fundamental 
principles in science to bring the crew back 
home.

A case in point was getting the module back 
into our atmosphere.  They realized that 
coming in with a deep and quick decent 
would cause both ship and crew to burn 
up, if the approach was too shallow, they 
would bounce off of the earth’s atmosphere 
and continue out in space.  It was the quick 
thinking captain, Jim Lovell who relied on 
the basic navigation principle of maintain-
ing a “fixed point.” In other words, it was 
continually maintaining the earth in the 
sights of the module window and igniting 
the after burners for a number of seconds in 
order to stay the course and get home.

And in like manner, what is it that causes 
a homeowner’s association to be able to 

navigate through the tough times of being 
able to maintain repairs while staying on 
budget with a membership that has become 
more volatile and restless, worried about 
high unemployment, and looming foreclo-
sures?  The answer, that board being able to 
establish polices and principles that help in 
guiding them day in and day out in all of 
their decisions.

The success of an association is established 
when its board of directors understand that 
it is the development of these guiding set of 
policies and procedures, and a commitment 
and adherence to those principles that see 
you through the day.

What are some of those basic principles?

The first is a steadfast commitment and 
understanding that it is a board’s primary 
duty to weigh all decisions against the 
notion of what is in the greatest good for 
the majority of all homeowners.  Over the 
years, I have seen all too many who view 

guiding PrinCiPLes Continued on Page 25
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There is a grow-
ing trend in 
the country to 
restrict ciga-

rette smoking in places 
where it can affect non-
smokers.  In communi-
ty associations, the fact 

that many buildings are connected together 
makes it likely that air is exchanged between 
units allowing secondhand smoke to seep 
into a unit from a neighboring unit.  Smoke 
can travel through open windows, cracks 
in the base of walls, small holes in the walls 
or ceilings and through ventilation systems.  
Some states have passed legislation that 
specifically allows community associations 
to restrict or prohibit the right to smoke 
on association property, and even in private 
units.  In 2006, Utah passed a statute to 
classify secondhand smoke as a nuisance1.  
California has decreed that secondhand 
smoke is a toxic air pollutant.  Minnesota 
has legislation that prohibits smoking in 
indoor public places, which includes com-
mon areas of apartments.  While Minnesota 
does not have legislation that automatically 
bans smoking in community associations, 
the State does provide associations with the 
ability to restrict smoking.

The Minnesota Common Interest Owner-
ship Act (MCIOA) allows for associations 
covered by MCIOA2 to impose “material 
restrictions” on the use of a unit.3  This 
means that an association is legally able to 
state in the declaration that smoking is not 
allowed anywhere on the premises, even 
inside of an individual unit.  In addition, 
under MCIOA, associations are able to 
enact rules and regulations that govern the 
use of common elements and regulate the 
use of the units (including the conduct of 
unit occupants), which may jeopardize the 
health, safety or welfare of other occupants, 
or disturb other units.4 The U.S. and Min-
nesota Constitutions do not classify smokers 
as a protected class (such as race, religion, 
etc.).  Likewise, there is no constitutional 
right to smoke in Minnesota.  In addi-
tion, courts have ruled that an addiction 
to nicotine is not a disability that would be 
protected by the Americans With Disabili-
ties Act (ADA).5  

Restricting Smoking  
A smoking restricted association can be 
established in one of three ways: by incor-
porating language into the declaration that 
creates the association, enacting a rule, or 
amending the existing declaration.  

A developer of an association can create a 
smoke-free environment by adding the ap-
propriate language to the declaration when 
initially creating an association.  A potential 
purchaser of a unit will be informed that 
smoking is not allowed in the association. 

A change to the rules is the easiest way to 
limit smoking in an existing association.  
The ability to impose rules and regulations 
in an association is a power that is granted 
to the board of directors.  The board votes 
on the issue at a meeting, and the rule 
becomes effective once properly distributed 
to all members of the association.  While it 
may be the easiest way to impose a smoking 
restriction, it is also the weakest.  As rules 
are created and changed by the board, new 
boards can simply change the smoking re-
strictions.  Rules are also subject to judicial 
challenge.  As the rules and regulations are 
created by a subset of the members, a court 
may strike a smoking restriction as being 
overly restrictive.  While a rule or regula-
tion could be enacted without the advice 
of counsel (and many are) in a matter as 
heated a smoking, it is recommended that a 
board consult with their attorney to ensure 
that the necessary language is used and the 
proper process is followed.
     
An amendment to the declaration is another 
way to impose smoking restrictions in an 
existing association.  Declaration amend-
ments are voted on by the entire member-
ship and are more permanent than a rule.  
In other states, declaration amendments to 
restrict smoking have been upheld by the 
courts.  To data, Minnesota courts have not 
ruled on the issue.  The biggest downside 
to amending the declaration is the higher 
cost involved.  Unlike a rule and regula-
tion change, the declaration amendment 
is a change to a recorded document.  The 
amendment should be drafted by an attor-
ney and must be recorded with the county.
 

Existing Smokers  
To allow for easier passage and enforcement 
of the smoking restrictions, it is recom-
mended that an association grandfather in 
existing unit owners that currently smoke.  
When a unit transfers to a new owner, the 
unit will then become a non-smoking unit.  
Tenants should be grandfathered through 
the end of their current lease, and subse-
quent tenants must be non-smokers.

The information contained in this article is 
general information and should not be con-
sidered legal advice for a specific fact situa-
tion.  To ensure that the proper procedure is 
followed and necessary language is included, 
it is recommended that you contact your le-
gal representative to discuss moving towards 
a smoke-free association.

1.  Utah Code 78-38-1
2. MCIOA automatically covers all condo-
minium associations in the state and common 
interest communities (single family or town-
homes) formed on or after June 1, 1994.  In 
addition, CICs created prior to June 1, 1994 
can ‘opt-in’ to MCIOA.
3. Minn. Stat. §515B.2-105(11)
4. Minn.Stat. §515B.3-102(a)(1)(i) &(ii)
5.Brashear v. Simms, 138 F.Supp.2d 693 (D. 
Md., 2001)

Snuffing Out Smoking in Associations
by nigeL h. mendez, esq., CarLson & assoCiates, Ltd.
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Feds Move in the Right Direction on Transfer Fees
by andrew s. Fortin, esq., Community assoCiations institute

Thanks to efforts by CAI members, 
the Federal Housing Finance Agen-
cy (FHFA) has issued a revised 
draft regulation governing so-called 

private transfer fees. Originally proposed in 
August of 2010, the FHFA regulation would 
have banned any federally backed mortgage 
for property that contained a deed-based 
transfer fee. For community associations, 
the impact would have been devastating, as 
up to 49 percent of all community associa-
tions charge a deed-based transfer fee. These 
communities would have been unable to 
qualify for most federally backed mortgages 
under the regulation as drafted. How-
ever, due to the strong feedback from CAI 
members across the country, the FHFA has 
revised its proposal, excluding transfer fees 
charged by community associations.

FHFA took action on growing concern over 
the use of deed-based transfer fees payable 
to investors. Under this model, deed-
restrictions require a transfer fee payable at 
the time of sale to the original developer or 
landowner for up to 99 years. As such, these 
transfer fees pull money out of communities 
and allow investors to obtain the benefits of 
equity or investments made by subsequent 
home owners. Unfortunately, the FHFA 
also included deed-based fees charged by 
community associations in its original draft 
regulation.

In its revised draft, FHFA specifically 
excludes deed-based transfer fees payable 
to a community association. It allows such 
fees when used to provide a direct benefit 
to the property upon which the transfer 
fee is levied. Under the draft, such fees 
may be used for support maintenance and 
improvements to encumbered properties, 
as well as cultural, educational, charitable, 

recreational, environmental, conservational 
or other similar activities that exclusively 
benefit the real property encumbered by the 
private transfer fee covenants. Such benefits 
must flow to the encumbered properties and 
its common areas or to adjacent or contigu-
ous property. This shift in FHFA’s proposal, 
brought about by CAI member activism, 
is a critical shift in policy and one that will 
benefit CAI members by ensuring access to 
affordable and fair mortgages.
 
Of course, the devil is always in the details, 
and CAI continues to work with FHFA to 
ensure the final regulation, when adopted, 
provides associations the greatest flexibility 
allowed in using a variety of tools, includ-
ing monthly assessments, special assessment 
and deed-based transfer fees to balance the 
financial burden of maintaining the associa-
tion   For now, residents in associations 
with deed-based transfer fees can sleep easy 

knowing that a potential regulatory disaster 
was averted. 

As part of our ongoing Mortgage Matters 
program, CAI is working to protect hom-
eowners 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 final FHFA transfer fee 
rule to ensure the perspective of community 
associations is heard. If you have any ques-
tions about the FHFA Transfer Fee Proposal 
and how it could affect your community, e-
mail government@caionline.org with FHFA 
Transfer Fee Proposal in the subject line. 
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a lack of participation by its members as a 
sign that most people don’t care what goes 
on at their association.  It can be easy for 
that newly elected board member to view 
what they “perceive” as apathy as their cue 
to establish rules and regulations that suit 
them, and to ensure that the maintenance 
projects that are initiated, take care of their 
interests at their home first and foremost.  
While it is indeed true that those on a board 
of a homeowner’s association do enjoy the 
authority of being able to establish rules 
and to determine and direct work at the 
property, that authority also carries with it a 
fiduciary responsibility to always act in the 
best interests of the whole.

Second, a board must work diligently to es-
tablish the habit of allowing and encourag-
ing all its members to express their concerns 
and wishes in a non-judgmental forum that 
fosters good-will while building a consensus 
of that majority.  Unfortunately, it seems 
that our sense of what we call “Minnesota 
Nice” translates into the quiet not speaking 
up, while allowing others to continue to 
bully until their point is established.  Board 
members instead must understand that it is 

their duty to try and determine the wishes 
of the silent majority, by establishing and 
encouraging a regular homeowner’s forum, 
and by instituting the habit of insisting that 
all directors equally share their opinions at 
all board meetings and not allow them to be 
run by the few.  And at the end of the day, 
when all discussion has been made, and the 
majority opinion has been established, those 
in the minority must be adult enough to 
recognize that their job now is not to make 
life miserable for others but to concede to 
the direction established by the majority.

Last, a board must have a realistic approach 
as to their limits and expectations.  It is 
the tyranny of the urgent that insists that 
everything must but done at once.  If I 
may use an analogy here: Let’s say that you 
are in a boat that is taking in 10 gallons of 
water a minute, however, all of you who 
are in the boat can only at best scoop out 8 
gallons a minute.  Certainly in this situa-
tion you can see that all your earnestness 
and frantic scooping will not get you out 
of your predicament.  Staying at this pace 
only guarantees that you will tire out and 
eventually fail.  Instead, a more reasonable 

approach would be to concentrate on one 
item, being able to plug the hole, because 
only when you accomplish this will your 
efforts in draining the boat succeed.  Trying 
to do everything at once only discourages 
others from wanting to step up into this 
“volunteer” position, whereas, the more 
methodical and reasonable approach allows 
for cooler heads to prevail.

These ideas certainly are not new, nor are 
they “rocket science.” However, you will 
find establishing fundamental habits of how 
you treat folks and work at solving problems 
will be guiding principles that will always 
lead to your success.

guiding PrinCiPLes Continued From Page 19



Minnesota Community Living26

The Methods 
by Defini-
tion: 

In accrual basis ac-
counting, income is 
reported in the fiscal 
period it is earned, 

regardless of when it is received, and expenses 
are deducted in the fiscal period they are 
incurred, whether they are paid or not. In 
other words, using accrual basis accounting, 
you record both revenues and expenses when 
they occur.

In cash basis accounting, revenues are 
recorded when cash is actually received and 
expenses are recorded when they are actu-
ally paid (no matter when they were actually 
invoiced).

So the primary difference between the two 
types of accounting is when revenues and 
expenses are recorded.

Why is Cash Basis Accounting a 
problem?
•	 All	you	see	in	your	financial	reports	is	

the cash balance.
•	 You	do	not	know	what	amounts	are	

owed to the Association by unit owners 
and others. There is no assessments or 
accounts receivable amount reported on 
the balance sheet, nor is there a support-
ing schedule of the individual balances 
of the amounts owed to the Association.

•	 You	do	not	know	what	amounts	are	

owed to vendors. There is no accounts 
payable amount reported on the balance 
sheet, nor is there a supporting schedule 
that lists who the Association still owes 
for any products or services. 

•	 Cash	basis	accounting	can	leave	you	
guessing whether there is money avail-
able or not  to meet the needs of your 
Association.

Why is Accrual Basis Important?
•	 The	accrual	basis	of	accounting	method	

is the method used by most busi-
nesses  because the combination of the 
information on the balance sheet and 
the statement of income or loss provides 
them an accurate financial picture re-
quired to make good business decisions.

•	 Your	Association	is	a	small	business,	
so accrual basis of accounting will give 
you better financial reporting to be able 
to manage cash resources to meet the 
expenses and plan for the future, short 
term and long term.

•	 As	Board	members	and	professional	
managers you will be able to avoid over 
obligating the cash resources of the As-
sociation.

•	 Accrual	basis	allows	for	ease	in	track-
ing individual homeowners’ receivable 
amounts.  Individual amounts are 
required by Minnesota State law to 
be disclosed in a resale disclosure.  In 
addition assessments receivable must 
be disclosed in the Association’s annual 
report.

•	 Accrual	basis	accounting	is	required	
for Association year end reporting 
under the Minnesota Common Interest 
Ownership Act section 515B.3-121(c), 
Accounting Controls.  If your Associa-
tion is maintaining its monthly financial 
reporting on the cash basis of account-
ing, your CPA will need to convert your 
financial information to accrual basis 
accounting at year-end.

•	 Accrual	basis	accounting	avoids	the	
attitude that “since there is still money 
in the check book, we can spend it;” it 
forces you to plan for expenses that need 
to be paid based on the cash that is on 
hand, plus assessments receivable (cash 
that is not yet received but will be), less 
any cash that is already obligated for 
payment of prior Association expenses.

And finally, using accrual basis accounting 
will make your CPA who prepares your year 
end audit or review HAPPY!

Should you have questions or want more 
information about accrual accounting please 
contact Sara Lassila at 952.474.1631.

Why Should You Use Accrual Basis Accounting?
Accrual Basis vs. Cash Basis Accounting

by sara LassiLa, CPa
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