MM KEYSTONE

A GUIDE TO LIVIN
IN A COMMUNITY
ASSOCIATION

The basics of living happily ever
after in a community association.
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Though many Southern Californians live in neighborhoods that are
governed by a community association, we find that lots of residents
are unclear about the rights and responsibilities they have as
members of the association. As a result, homeowners and condo-
owners are missing out on the complete scope of available benefits.

In this guide, we aim to answer everything you wanted to know about
the basics of living in a community association...but were afraid to ask.
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WHAT, EXACTLY, IS A COMMUNITY ASSOCIATION?

A community association (also called a homeowner
association, homeowners association, or HOA) is a non-profit
mutual benefit corporation. It is a legal entity charged with
managing and maintaining the property and has an important
fiduciary responsibility to oversee financial management of
association funds, collected in the form of member dues.

HOW DO | BECOME A MEMBER OF AN HOA?

When you buy a property that is part of the association, you
automatically become a member and receive the rights of
membership, as defined in your association’s governing documents.
You are generally not able to “opt out” of joining the association;
it is a requirement that accompanies your property purchase.

WHAT DOES HOA MEMBERSHIP ENTAIL?

When you buy into the association, you legally undertake the
responsibility and duties of membership. These rights generally
include things like the right to use common areas, the right to run
for a seat on the board of directors, the right to enjoy your property,
etc. It also means that you will be obligated to follow all association
rules and support the association through regular payment of dues.
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WHERE CAN | FIND MORE INFORMATION
ABOUT MY COMMUNITY ASSOCIATION?

Community associations maintain current governing documents,
including Articles of Incorporation, Rules & Regulations, Bylaws and
Declarations of Covenants, Conditions and Restrictions (called “CC&Rs").

e The Articles of Incorporation outline basic information about the
organization, including the association’s name, location, and purpose.

» Bylaws cover how the organization is run and usually detail
the association’s rights and responsibilities as well.

e CC&Rs are a more comprehensive document that spell
out in great detail all the specifics about homeowner
and association rights and responsibilities.

* Finally, the Rules & Regulations are the day-to-day
rules by which homeowners must abide.

You can usually find your association’s governing documents on
your community’s website or you may request a copy from a board
member or your community association management company.
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WHAT ARE THE BENEFITS OF LIVING
IN A COMMUNITY ASSOCIATION?

Living in an area that is overseen by an HOA is your choice. You are not
required to purchase a home in an area governed by an HOA. However,
homes with community associations enjoy significant advantages including:

Higher property values. Because rules and regulations are
in place, properties and common areas are usually better
maintained which helps keep property values high.

Faster, more responsive common space maintenance.
Local HOA management is replacing many of the services
that were formerly handled by cities or municipalities,
including street lighting and road repairs. Live outside an
HOA and repairs and upgrades fall under the responsibility
of cities whose resources are already stretched thin.

More control over decisions. Since the amenities in your
community are part of a corporation in which you act as
a member, you have the right to participate in decision
making regarding upgrades and changes.

Greater sense of community. Community association
management provides a common set of values and builds a sense
of community with people who share your lifestyle. HOAs often
organize community activities and events that help homeowners
get to know one another and create close-knit neighborhoods.
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IF MY COMMUNITY HAS A HOA, WHY
DO WE NEED A COMMUNITY ASSOCIATION
MANAGEMENT COMPANY?

Your HOA board is comprised of volunteers who are responsible for
handling assets worth millions of dollars—the combined value of
homes and common area in your community. They are ultimately
responsible for all the decisions that affect the community.

However, skilled professional community association management
companies provide invaluable insight and guidance pertaining to
complex issues including asset management, financial oversight,
legal requirements, and navigating the Davis-Stirling Common
Interest Development Act, the state Civil Code that governs
condominium, cooperative, and planned unit development
communities in California. Community management companies also
have extensive experience handling tricky communications such

as issuing warning notices and imposing fines for residents who
break the rules. Working with a management company relieves
administrative duties and helps protect the association from liability.
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WHY IS PROPERTY MANAGEMENT
GOOD FOR YOUR HOME VALUE?

While there is no legal requirement for a community to have a
homeowners association, communities that are not in an association
can have issues that cause property values to sink fast. Homes

in disrepair, unconventional design choices, badly-maintained
landscaping, abandoned cars in driveways... these issues all drive
property values down. By living in a homeowners association,

you and your neighbors have a reliable mechanism to encourage
residents to maintain attractive homes that benefit everyone.

Even with an enthusiastic and well-meaning HOA, handling the
many complicated aspects of property management places an
undue burden on members of the board, which can lead to
frustration and quick burnout. HOA board members are
volunteers and may not be experts on the nuances of
effectively running a corporation with strict legal oversight.
As board members are replaced over time, the institutional
knowledge they have individually gained disappears with
them, requiring many boards to start again from scratch.

CAN WE JUST MANAGE OUR
NEIGHBORHOODS OURSELVES?

While it is possible to provide effective guidance for your
community without the aid of a property management

company, we wouldn’'t recommend it due to the complex legal
requirements and specific knowledge required to properly
manage the day to day operations in a homeowners association.
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SO, WHAT DOES A PROPERTY
MANAGER DO, EXACTLY?

Property management companies provide both on-site
community management services and behind-the-scenes
duties that increase the home values in your community and
protect your HOA from liability. A management company also
allows your HOA to offload legal responsibility onto experts
with years of effective community management experience.

Here are some of the core duties most management companies provide:

FINANCIAL MANAGEMENT

Your property manager handles the big-picture and day-to-day financial
responsibilities that help grow your investment through careful management
of community funds and fiduciary responsibilities. These include:

» Fiduciary accounting expertise

e Managing the general ledger

e Budget advice and first draft completion
 Escrow services

e Accounts payable & receivable

VENDOR & PROJECT ADVICE

Your property management company will save your association from
headaches and wasted revenue by helping your board find the most
appropriate vendors and keeping your projects on track. In addition to
providing advice on project expenditures, your property management
company will vet vendors for appropriate licenses and insurance
coverage. Your management company will also manage vendors to
ensure that they are providing excellent service to your community.



