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Ms. Property Manager, CMCA

ABC Courthomes Association

c/o Professional Management Company
123 Any Street

Suburban, Minnesota 55XXX

Dear Ms. Property Manager:

Enclosed is the completed RDA REPORT™ update, version 002, for ABC Courthomes Association for the fiscal year
beginning January 1, 2008. This report compares three different funding plans: Full Funding (RDA Segregated Component
Funding, RDA), Cash Flow Specific (CFS - current funding level), and Baseline Funding (Cash Flow Minimum, CFM).
Each method is more fully explained beginning on page 1-5 of this report.

Pages 2-1 and 2-12 provide a summary based on Full Funding (RDA method) and accompanying 30 year projections.
The initial monthly contribution to reserves required under this method is $164.00 per unit per month. This is $124.82 per
unit per month above the current rate.

Pages 2-2 and 2-13 provide a summary based on Baseline Funding (CFM method) and accompanying 30 year
projections. The initial monthly contribution to reserves required under this method is $129.20 per unit per month. (Beyond
2022 this plan becomes overly aggressive) This is the minimum funding needed to meet the projected expenditures
and fulfill the mandates of state statutes and the association's governing documents. This is $90.02 per unit per
month above the current rate.

Pages 2-3 and 2-14 provide a summary based on a Cash Flow Specific [CFS] Analysis (current funding level of $39.18
per unit per month [$43,251.96 annually]) and accompanying 30 year projections. The projections illustrate the
inadequacy of the current funding rate; rendering cash deficits no later than 2017 with a total projected shortfall of
more than $2.5 million over the next 30 years.

Therefore, we recommend you include a declarative statement under item 12 of your Resale Disclosure Statements
to decrease Association (and individual board member) liability for damages resulting from the association's failure to
"...provide from year to year, on a cumulative basis, for adequate reserve funds to cover the replacement of
those parts of the common interest community which the association is obligated to replace." and for failing
to disclose that information. At this time, you might consider a statement similar to this:

"The association has commissioned a professional Reserve Study which meets or exceeds the National
Study Standards of The Community Associations Institute, Alexandria, VA (www.caionline.org) and the
American Institute of Certified Public Accountants. The analysis was performed by a credentialed Reserve
Specialist from Reserve Data Analysis, Inc. The preliminary findings indicate the current reserve funding
rate is insufficient to meet the association's long term maintenance and replacement obligations detailed in
the study. It projects the current rate of funding, if increased annually for inflation, to first yield a cash
deficit no later than 2017, with a total projected shortfall of more than $2.5 million by 2037 ($27,335.67 per
unit).

The study suggests the association's reserve funding should immediately be increased at least $90.02 per
unit per month to enable the association to meet it's obligations as detailed in the Maintenance section of
the Declaration and mandated in Minnesota Statute 515B.3-114. The final findings of the study and the
association's new budget are expected to be available for association members and prospective
homebuyers review by: mm/dd/yyyy."

The four graphs following page 2-14 illustrate the projected performance of the three plans over a 30 year period.
Your RDA REPORT™ is presented in three parts:

Part 1 offers an easy-to-understand introduction to reserve budgeting and terminology along with a Users' Guide to
your reserve analysis study.



Part 2 is your reserve analysis study, including report summaries, a Distribution of Accumulated Reserves report, a
Fund Status Report, an Asset Listing Summary, 30-year projections with graphs, an Annual Expenditure Schedule
(lists future expenses in future costs), Detail Reports for each asset, and an alphabetical Detail Report Index.

Part 3 includes various supplementary information: COLOR PHOTOS, a specially formatted copy of the Minnesota
Common Interest Ownership Act, historical inflation data, sample reserve policy language, a sample maintenance
matrix, a reserve study update worksheet and a Minnesota Resale Disclosure Certificate form.

We hope that you find our report format both informative and useful. Our services include a meeting with the board to
discuss the results of the study, and to review the report and the revision process. Please call to schedule this
meeting with your board.

Our services also include one free revision for the fiscal year 2008 report after your review and consideration of
this initial draft (within about 90 days please). Each component detail report should be reviewed. These reports are
found on pages 2-20 through 2-48. An index is found on page 2-50. Please also review the report parameters (interest
yield, tax rate on earnings) on summary pages 2-1 thru 2-3. Note any desired revisions on these pages and forward them
to us. We will then prepare a revised report.

All of us at RDA have enjoyed serving you and providing ABC Courthomes Association with the most detailed,
comprehensive and useful reserve analysis study available.

| wish you the greatest success in maintaining and enhancing property values in your community.

Thank you,

iRy
Gregory L. Pettersen, RS E%”fﬁ‘hlunity
President ASSOCIATIONS INSTITUTE
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Please Note

This document has been provided pursuant to an agreement containing restrictions
on its use. No part of this document may be copied or distributed, in any form or by
any means, nor disclosed to third parties without the express written permission of
Reserve Data Analysis, Intl. The Client shall have the right to reproduce and
distribute copies of this report, or the information contained within, as may be
required for compliance with all applicable requlations.

This reserve analysis study and the parameters under which it has been completed are
based upon information provided to us in part by representatives of the association, its
contractors, assorted vendors, specialists and independent contractors, the Community
Associations Institute, various construction pricing and scheduling manuals including,
but not limited to: Marshall & Swift Valuation Service, RS Means Facilities Maintenance
& Repair Cost Data, RS Means Repair & Remodeling Cost Data, National Construction
Estimator, National Repair & Remodel Estimator, Dodge Cost Manual and the McGraw
Hill Book Company. Additionally, costs are obtained from numerous vendor
catalogues, actual quotations or historical costs, and our own experience in the field of
property management and preparation of reserve analysis studies.

It has been assumed, unless otherwise noted in this report, that all assets have been
designed and constructed properly and each estimated useful life will approximate that of
the norm per industry standards and/or manufacture specifications used. In some cases,
estimates may have been used on assets which have an indeterminable but potential
liability to the association. The decision for the inclusion of these as well as all assets
considered is left to the client.

We recommend that your reserve analysis study be updated annually. Fluctuating
interest rates, inflationary changes and the unpredictable nature of the lives of many
of the assets under consideration require continual adaptation. The funding plan
must be updated routinely to maintain adequacy. All the information collected
during our inspection of the association and subsequent computations made in
preparing this reserve analysis study are retained in our computer files. Therefore,
annual updates may be completed quickly and inexpensively each year.

Never exceed intervals of three years between updates.

Reserve Data Analysis would like to thank you for using our services, and we invite you to
call us at any time should you have any questions, comments or require assistance. In
addition, any of the parameters and estimates used in this study may be changed at your
request, after which we will provide you with a revised study.

RESERVE DATA ANALYSIS, MINNEAPOLIS

(866) 780-7943



Disclosures

1. The financial funding model(s) utilized:

JZ[ Cash Flow Method
/@f Component Method
See detailed descriptions beginning on page 1-5

2. The funding strategy, or objective, is:

% Full [Ideal] Funding (RDA)
Baseline Funding (CFM)
[ 1 Threshold Funding (CFM)
[ Statutory Funding (CFS)
% Funding as specified by client (CFS)
Current Funding rate (CFS)
See detailed descriptions beginning on page 1-5

3. This Reserve Study is:
[]  AFull Study
*An Update with on-site inspection
[] *An Update without on-site inspection
See detailed descriptions beginning on page 1-2

* Updated reports are reliant on the validity of prior studies and the client is considered to
have deemed previously developed quantities as accurate and reliable.

Involvement(s) with client which could result in actual or perceived conflicts of interest:

Inventory compilation: [X field measurements [X representative sampling [] drawings
Condition assessments [] included &did not include destructive or invasive analysis.

All information provided by the client regarding financial, physical, quantity or historical issues
has been deemed reliable by the consultant, including unaudited data used to determine the
beginning reserve balance. The study is a reflection of information gathered by and provided
to the consultant and assembled for the client's use, not for purposes of performing an audit,
quality/forensic analyses, or background checks of historical records.

Information provided about reserve projects is considered reliable. Any on-site inspection
should not be considered a project audit of quality inspection.

The following issues which, if not disclosed, would cause a distortion of the client's cpnc#t
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PART | - INTRODUCTION

Preparing the annual budget and overseeing the association's finances
are perhaps the most important responsibilities of board members. The
annual operating and reserve budgets reflect the planning and goals of
the association and set the level and quality of service for all of the
association's activities.

B 1. Funding Options

When a major repair or replacement is required in a community, an association has
essentially four options available to address the expenditure:

The first option is to pass a "special assessment” to the membership in an amount
required to cover the expenditure. Although not commonplace, there have been special
assessments in the amount of $10,000 per member assessed in associations in
Virginia and southern California. When a special assessment is passed, the
association has the authority and responsibility to collect the assessments, even by
means of foreclosure if necessary. However, an association operating on a special
assessment basis cannot guarantee that an assessment, when needed, will be passed.
Consequently, it cannot guarantee its ability to perform the required repairs or
replacements to those major components for which the association is obligated to
maintain when the need arises. Additionally, while relatively new communities require
very little in the way of major "reserve" expenditures, associations reaching 12 to 15
years of age and older find many components reaching the end of their effective useful
lives. These required expenditures, all accruing at the same time, can be devastating
to an association's overall budget.

The second option is for the association to acquire a loan from a lending institution
in order to effect the required repairs. In many cases, banks will lend money to an
association using "future homeowner assessments” as collateral for the loan. With this
method, not only is the current board of directors pledging the future assets of an
association, they are also required to pay interest fees on the loan payback in addition
to the original principal. In the case of a $150,000 roofing replacement, the association
may be required to pay back the loan over a three to five year period, with interest;
whereas, if the association was setting aside reserves for this purpose, using the

RESERVE DATA ANALYSIS e (866) 780-7943
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vehicle of the regularly assessed membership dues, it would have had the full term of
the life of the roof in order to accumulate the necessary moneys. Additionally, those
contributions would have been evenly distributed over the entire membership and would
have earned interest as part of that contribution.

The third option, too often used, is simply to defer the required repair or
replacement. This option can create an environment of declining property values due
to the increasing deferred maintenance and the association's financial inability to keep
pace with the normal aging process of the common area components. This, in turn,
can have a seriously negative impact on sellers in the Association by making it difficult
or even impossible for potential buyers to obtain financing from lenders. Increasingly,
many lending institutions are requesting copies of the association's most recent reserve
study before granting loans, either for the association, a prospective purchaser, or for
an individual within such association.

The fourth option is to collect an adequate level of reserves as part of the regular
membership assessment. |It's the only logical means the board of directors has to
ensure its ability to maintain the assets for which it is obligated. By collecting reserve
contributions monthly, the board distributes the costs of the replacements over the
entire membership in a uniform and equitable manner. The community is not only
comprised of present members, but also future members. Any decision by the board of
directors to adopt a calculation method or funding plan which would disproportionately
burden future members in order to make up for past reserve deficits would be a breach
of its fiduciary responsibility to those future members. Unlike individuals determining
their own course of action, the board is responsible to the "community" as a whole.

B 2. The Reserve Study

There are two components of a reserve study — a physical analysis and a financial
analysis. During the physical analysis, a reserve provider evaluates information
regarding the physical status and repair/replacement cost of the association’s major
common area components. To do so, the provider conducts a component inventory, a
condition assessment, and life and valuation estimates. A financial analysis assesses
the association’s reserve balance or “fund status” (measured in cash or as percent
funded) to determine a recommendation for an appropriate reserve contribution rate in
the future known as the “funding plan.”

Reserve studies fit into one of three categories: 1) Full Study; 2) Update - with site
inspection; and 3) Update - without site inspection.

1. In a Full reserve study, the reserve provider conducts a component inventory, a
condition assessment (based upon on-site visual observations), and life and
valuation estimates to determine both a “fund status” and “funding plan.”

RESERVE DATA ANALYSIS e (866) 780-7943
¢ PAGE1-2 o



2.

In an Update — with site inspection, the reserve provider conducts a component
inventory (verification only, not quantification), a condition assessment (based on
on-site visual observations), and life and valuation estimates to determine both the
“fund status” and “funding plan.”

In an Update — without site inspection, the reserve provider conducts life and
valuation estimates to determine the “fund status” and “funding plan.”

3. Developing a Component List

The budget process begins with an accurate inventory of all the major components for
which the association is responsible. The determination of whether an expense should
be labeled as operational, reserve, or excluded altogether is sometimes subjective.
Since this labeling may have a major impact on the financial plans of the association,
subjective determinations should be minirnized. We suggest the following
considerations when labeling an expense:

OPERATIONAL EXPENSES occur at least annually, no matter how large the expense,

and can be effectively budgeted for each year. They are characterized as being
reasonably predictable both in terms of frequency and cost. Operational
expenses include all minor expenses which would not otherwise adversely affect
an operational budget from one year to the next. Examples of Operational
Expenses include:

Utilities: Services:

. Electricity . Landscape Maintenance

. Gas . Pool Maintenance

. Water . Street Cracks & Pothole Repairs
. Telephone . Accounting & Management
. Cable TV . Reserve Study
Administrative: Repair Expenses:

. Supplies . Roof Repairs

. Bank Service Charges . Equipment Repairs

. Dues & Publications . Minor Concrete Repairs

. Licenses, Permits & Fees . Operating Contingency

RESERVE EXPENSES are major expenses that occur other than annually and which

must be budgeted for in advance in order to provide the necessary funds in time
for their occurrence. Reserve expenses are reasonably predictable both in terms
of frequency and cost. However, they may include significant assets which have
an indeterminable but potential liability which may be demonstrated as a likely
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occurrence. They are expenses that when incurred would have a significant
affect on the smooth operation of the budgetary process from one year to the
next if they were not reserved for in advance. Examples of Reserve Expenses

include:

» Roof Replacements « Pool Equipment Replacement
e Painting e Pool Furniture Replacement
e Deck Replacement o Tennis Court Resurfacing

o Fencing Replacement e Park & Play Equipment

o Street Slurry Coating e Equipment Replacement

e Asphalt Overlays e Interior Furnishings

e Pool Re-plastering e Lighting Replacement

o Boiler Replace / Refurbishing o Elevator Cab Refurbishing

e Subterranean Utilities « Siding Replacement

e Window & Door Replacement o Landscape Refurbishment

e Retaining Wall Refurbishment e Chiller Replacement

BUDGETING IS NORMALLY EXCLUDED FOR repairs or replacements of assets
which are deemed to have an estimated useful life equal to or exceeding the
estimated useful life of the facility or community itself, or exceeding the legal life
of the community as defined in an association's governing documents.
Examples include the complete replacement of elevators, tile roofs, wiring and
plumbing. Also excluded are insignificant expenses which may be covered either
by an operating or reserve contingency, or otherwise in a general maintenance
fund. Costs which are caused by acts of God, accidents or other occurrences
which are more properly insured for, rather than reserved for, are also excluded.

M 4. Preparing the Reserve Study

Once the reserve assets have been identified and quantified, their respective
replacement costs, useful lives and remaining lives must be assigned so that a funding
schedule can be constructed. Replacement costs and useful lives can be found in
published manuals such as construction estimators, appraisal handbooks, and
valuation guides. Remaining lives are calculated from the useful lives and ages of
assets and adjusted according to conditions such as design, manufacture quality,
usage, exposure to the elements and maintenance history.

By following the recommendations of an effective reserve study the association should
avoid any major shortfalls. However, to remain accurate, the report should be updated
on an annual basis to reflect such changes as shifts in economic parameters, additions
of phases or assets, or expenditures of reserve funds. The association can assist in
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simplifying the reserve analysis update process by keeping accurate records of these
changes throughout the year.

B 5. Funding Methods

From the simplest to most complex, reserve analysis providers use many different
computational processes to calculate reserve requirements. However, there are two
basic processes identified as industry standards: the cash-flow method and the
component method.

The cash flow method develops a reserve-funding plan where contributions to the
reserve fund are designed to offset the variable annual expenditures from the reserve
fund. Different reserve funding plans are tested against the actual anticipated schedule
of reserve expenses until the desired funding goal is achieved. This method sets up a
“window” in which all future anticipated replacement costs are computed, based on the
individual lives of the components under consideration.

The component method develops a reserve-funding plan where the total contribution
is based on the sum of contributions for individual components. The funding is
collected over the various respective useful lives. The segregated component method
is the more conservative of the two funding options, and assures that the association
will achieve and maintain an ideal level of reserves over time. This method also allows
for computations on individual components in the analysis. The RDA Summary and
RDA Projection Reports are based upon the component methodology.

B 6. Funding Strategies

Once an association has established its funding goals, the association can select an
appropriate funding plan. There are four basic strategies from which most associations
select. It is recommended that associations consult professionals to determine the best
strategy or combination of plans that best suit the association’s need. Additionally,
associations should consult with their financial advisor to determine the tax implications
of selecting a particular plan. Further, consultation with the American Institute of
Certified Public Accountants (AICPA) for their reporting requirements is advisable. The
four funding plans and descriptions of each are detailed below. Associations will have
to update their reserve studies more or less frequently depending on the funding
strategy they select.

* Full (Ideal) Funding — Given that the basis of funding for reserves is to evenly
distribute the costs of the replacements over the lives of the components in question, it
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follows that the ideal level of reserves would be proportionately related to those lives
and costs. If an association has a component with an expected estimated useful life of
ten years, it would set aside approximately one-tenth of the replacement cost each
year. At the end of three years, one would expect that three-tenths of the replacement
cost to have accumulated, and if so, that component would be "“fully-funded.” This
model is important in that it is a measure of the adequacy of an association's reserves
at any one point of time, and is independent of any particular method which may have
been used for past funding or may be under consideration for future funding. The
formula is based on current replacement cost, and is a measure in time, independent of
future inflationary or investment factors:

Age of Component
Fully Funded Reserves = X Current Replacement Cost
Useful Life

When an association’s total accumulated reserves for all components meet this criteria,
its reserves are Ideally or “fully-funded.”

+ Baseline Funding - (RDA Cash Flow Minimum Reports) — The goal of this
funding method is to keep the reserve cash balance above zero. This means that while
each individual component may not be fully funded, the reserve balance overall does
not drop below zero during the projected period. An association using this funding
method must understand that even a minor reduction in a component's remaining
useful life can result in a deficit in the reserve cash balance.

* Threshold Funding - (RDA Cash Flow Minimum Reports) — This method is
based on the baseline funding concept. The minimum reserve cash balance in
threshold funding, however, is set at a predetermined dollar amount. For example, a
funding plan could be calculated to keep the reserve cash balance above, say,
$8,000.00. The "threshold" provides a bit of a safety margin in the year the reserve
balance is projected to be at its lowest point.

* Client Specified Funding - (RDA Cash Flow Specific Reports) This method is
used to measure the performance of any particular funding plan against the projected
future expenditures. The CFS funding plan is often included in a report to demonstrate
the (in)adequacy of the client's current reserve funding level. There are no thresholds
or minimum cash balance limits here.

» Statutory Funding - (RDA Cash Flow Specific Reports) This method is based on
local statutes. To use it, associations set aside a specific minimum amount of reserves
as required by statutes. As with the Client Specified Funding method, it measures the
performance of the legally required funding plan against the projected future
expenditures.
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B 7. Distribution of Accumulated Reserves

The "Distribution of Accumulated Reserves Report” can be viewed and printed after
performing the "RDA Summary Calculations," which is a "Component or Segregated
Calculation Process," as opposed to the "Cash Flow Calculation Process,” also
available to the user in the program.

When calculating reserves based upon the component methodology, a beginning
reserve balance must be allocated for each of the individual components considered in
the analysis before the individual calculations can be completed. When this distribution
is not available, or of sufficient detail, the following method is suggested for allocating
reserves:

The first step the program performs in this process is subtracting, from the total
accumulated reserves, any amounts for assets which have predetermined (fixed)
reserve balances. The user can "fix" the accumulated reserve balance within the
program on the individual asset's detail page. If by error these amounts total more than
the amount of funds available, then the remaining assets are adjusted accordingly. A
provision for a contingency reserve is then deducted by the determined percentage
used, and if there are sufficient remaining funds available.

The second step is to identify the ideal level of reserves for each asset. As indicated in
the prior section, this is accomplished by evaluating the component's age proportionate to
its estimated useful life and current replacement cost. Again, the equation used is as
follows:
Age of Component
Fully Funded Reserves = X Current Replacement Cost
Useful Life

The RDA RESERVE MANAGEMENT SOFTWARE™ program performs the above calculations
to the very month the component was placed-in-service. It also allows for the
accumulation of the necessary reserves for the replacement to be available on the first
day of the fiscal year it is scheduled to be replaced.

The next step the program performs is to arrange all of the assets used in the study in
ascending order by remaining life, and alphabetically within each grouping of remaining
life items. These assets are then assigned their respective ideal level of reserves until
the amount of funds available are depleted, or until all assets are appropriately funded.
If any assets are assigned a zero remaining life (schedule for replacement this fiscal
year), then the amount assigned equals the current replacement cost and funding
begins for the next cycle of replacement. If there are insufficient funds available to
accomplish this, then the software automatically adjust the zero remaining life item to 1
year and that asset assumes its new grouping position alphabetically in the final printed
report.
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If at the completion of this task there are additional moneys which have not been
distributed, the remaining reserves are then assigned, in ascending order, to a level
equal to, but not exceeding, the current replacement cost for each component. |f there
are sufficient moneys available to fund all assets at their current replacement cost
levels, then any excess funds are designated as such and are not factored into any of
the report computations. If at the end of this assignment process there are designated
excess funds, they can be used to offset the monthly contribution requirements
recommended, or used in any other manner the client may desire.

Assigning the reserves in this manner defers the make-up period for any underfunding
over the longest remaining life of all the assets under consideration, thereby minimizing
the impact of deficiency. For example, if the report indicates an underfunding of
$50,000, this underfunding will be assigned to components with the longest remaining
life possible in order to give more time to "replenish" the account. If the $50,000
underfunding were to be assigned to short remaining life items, the impact would be
immediately felt.

If the reserves are underfunded, the monthly contribution requirements as
outlined in this report can be expected to be higher than normal. In future years,
as individual assets are replaced, the funding requirements will return to their
normal levels. _In the case of a large deficiency, a special assessment may be
considered. Our computer program can easily generate revised reports outlining
how the monthly contributions would be affected by such an adjustment, or by
any other changes which may be under consideration.

B 8. Funding Reserves

Two contribution numbers are provided in the report, the “Monthly Membership
Contribution” and the “Net Monthly Allocation.” The association should contribute to
reserves each month the “Monthly Membership Contribution” figure, when the interest
earned on the reserves is left in the reserve accounts as part of the contribution. When
interest is earned on the reserves, that interest must be left in reserves and only
amounts set aside for taxes should be removed.

The second alternative is to allocate the “Net Monthly Allocation” to reserves (this is the
member contribution plus the anticipated interest earned for the fiscal year). This
method assumes that all interest earned will be assigned directly as operating income.
This allocation takes into consideration the anticipated interest earned on accumulated
reserves regardless of whether or not it is actually earned. When taxes are paid the
amount due will be taken directly from the association's operating accounts as the
reserve accounts are allocated only those moneys net of taxes.
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9. Users' Guide to Your Reserve Analysis Study

Part Il of your RDA REPORT contains the reserve analysis study for your association.
There are seven types of pages in the study as described below.

REPORT SUMMARY

The Report Summary lists all of the parameters which were used in calculating
the report as well as the summary of your reserve analysis study.

INDEX REPORTS

The Distribution of Accumulated Reserves report lists all assets in remaining
life order. It also identifies the ideal level of reserves which should have
accumulated for the association as well as the actual reserves available.

The Funding Status Report lists all assets by category (i.e. roofing, painting,
lighting, etc.) together with their Useful & remaining life, current cost, Fully
Funded (or ideal) reserve level, and the assigned (actual) reserve level.

DETAIL REPORTS

The Detail Report itemizes each asset and lists all measurements, current and
future costs and calculations for that asset. Provisions for percentage
replacements, salvage values and one-time replacements can also be utilized.

The numerical listings for each asset are enhanced by extensive narrative
detailing factors such as design, manufacture quality, usage, exposure to
elements and maintenance history.

The Annual Expenditure Detail Report is a year-by-year chronological listing of
the assets according to their projected replacement year together with their
corresponding projected replacement costs.

The Detail Report Index is an alphabetical listing of all assets together with the
page number of the asset's individual detail report and asset number.
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PROJECTIONS AND CHARTS

Thirty-year Projections as well as Charts and Graphs of projected data add to
the usefulness of your reserve analysis study.

WM 10. Definitions

REPORT 1.D. - Includes the REPORT DATE (ex. November 15, 1992), VERSION (ex.
001), and ACCOUNT NUMBER (ex. 9773). Please use this information when
referencing your report. (Displayed on the summary page.)

BUDGET YEAR BEGINNING/ENDING - The budgetary year for which the report is
prepared. For associations with fiscal years ending December 31, the monthly
contribution figures indicated are for the 12 month period beginning 1/1/20XX
and ending 12/31/20XX.

NUMBER OF UNITS/PHASES - If applicable, the number of units and/or phases
included in this version of the report.

INFLATION - This figure is used to approximate the future cost to repair or replace
each component in the report. The current cost for each component is
compounded on an annual basis by the number of remaining years to
replacement and the total is used in calculating the monthly reserve contribution
which will be necessary in order to accumulate the required funds in time for
replacement.

ANNUAL CONTRIBUTION INCREASE - The percentage rate at which the association
will increase its contribution to reserves at the end of each year until the year in
which the asset is replaced. For example, in order to accumulate $10,000 in 10
years, you could set aside $1,000 per year. As an alternative, you could set
aside $795 the first year and increase that amount by 5% each year until the
year of replacement. In either case you arrive at the same amount. The idea is
that you start setting aside a lower amount and increase that number each year
in accordance with the planned percentage. Ideally this figure should be equal to
the rate of inflation. It can, however, be used to aid those associations that have
not set aside appropriate reserves in the past by making the initial year's
allocation less formidable.

INVESTMENT YIELD - The average interest rate anticipated by the association based
upon its current investment practices.
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TAXES ON YIELD - The estimated percentage of interest income which will be set
aside for taxes.

ACCUMULATED RESERVE BALANCE - The anticipated reserve balance on the first
day of the fiscal year for which this report has been prepared. Based upon
information provided and not audited.

PERCENT FULLY FUNDED - The ratio, at the beginning of the fiscal year, of the actual
(or projected) reserve balance to the calculated fully funded balance, expressed
as a percentage.

PHASE INCREMENT DETAIL/AGE - Comments regarding aging of the components
on the basis of construction date or date of acceptance by the association.

MONTHLY CONTRIBUTION - The contribution to reserves required by the
association each month.

INTEREST CONTRIBUTION - The interest that should be earned on the reserves, net
of taxes, based upon their beginning reserve balance and monthly contributions
for one year. This figure is averaged for budgeting purposes.

NET MONTHLY ALLOCATION - The sum of the monthly contribution and interest
contribution figures.

GROUP OR FACILITY NUMBER/CATEGORY NUMBER - The report may be
prepared and sorted either by group or facility (location, building, phase, etc.) or
by category (roofing, painting, etc.). Standard report printing format is by
category.

PERCENTAGE OF REPLACEMENT - In some cases, an asset may not be replaced
in its entirety or the cost may be shared with a second party. Examples are
budgeting for a percentage of replacement of streets over a period of time, or
sharing the expense to replace a common wall with a neighboring party.

PLACED-IN-SERVICE - The month and year that the asset was placed-in-service. -
This may be the construction date, the first escrow closure date in a given phase,
or the date of the last servicing or replacement.

ESTIMATED USEFUL LIFE - The estimated useful life of an asset based upon
industry standards, manufacturer specifications, visual inspection, location,
usage, association standards and prior history. All of these factors are taken into
consideration when tailoring the estimated useful life to the particular asset. For
example, the carpeting in a hallway or elevator (a heavy traffic area) will not have
the same life as the identical carpeting in a seldom-used meeting room or office.
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ADJUSTMENT TO USEFUL LIFE - Once the useful life is determined it may be
adjusted +/- by this separate figure for the current cycle of replacement. This will
allow for a current period adjustment without affecting the estimated replacement
cycles for future replacements.

ESTIMATED REMAINING LIFE - This calculation is completed internally based upon
the report's fiscal year date and the date the asset was placed-in-service.

REPLACEMENT YEAR - The year that the asset is scheduled to be replaced. The
appropriate funds will be available by the first day of the fiscal year for which
replacement is anticipated.

FIXED ACCUMULATED RESERVES - An optional figure which, if used, will override
the normal process of allocating reserves to each asset.

FIXED MONTHLY CONTRIBUTION - An optional figure which, if used, will override all
calculations and set the contribution at this amount.

SALVAGE VALUE - The salvage value of the asset at the time of replacement, if
applicable.

ONE-TIME REPLACEMENT - Notation if the asset is to be replaced on a one-time
basis.

CURRENT REPLACEMENT COST - The estimated replacement cost effective as of
the beginning of the fiscal year for which the report is being prepared.

FUTURE REPLACEMENT COST - The estimated cost to repair or replace the asset
at the end of its estimated useful life based upon the current replacement cost
and inflation.

COMPONENT INVENTORY - The task of selecting and quantifying reserve
components. This task can be accomplished through on-site visual observations,
review of association design and organizational documents, a review of
established association precedents and discussion with appropriate association
representative(s).
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B 11. A Multi-Purpose Tool

Your RDA REPORT is an important part of your association's budgetary process.
Following its recommendations should ensure the association's smooth budgetary
transitions from one fiscal year to the next, and either decrease or eliminate the need
for "special assessments”.

In addition, your RDA reserve study serves a variety of useful purposes:

o Following the recommendations of a reserve study performed by a professional
consultant can protect the Board of Directors in a community from personal liability
concerriing reserve components and reserve funding.

« A reserve analysis study is required by your accountant during the preparation of the
association's annual audit.

« Areserve study is often requested by lending institutions during the process of loan
applications, both for the community and, in many cases, the individual owners.

« Your RDA REPORT is also a detailed inventory of the association's major assets
and serves as a management tool for scheduling, coordinating and planning future
repairs and replacements.

« Your RDA REPORT is a tool which can assist the Board in fulfilling its legal and
fiduciary obligations for maintaining the community in a state of good repair. If a
community is operating on a special assessment basis, it cannot guarantee that an
assessment, when needed, will be passed. Therefore, it cannot guarantee its ability
to perform the required repairs or replacements to those major components which
the association is obligated to maintain.

« Since the RDA reserve analysis study includes precise measurements and cost
estimates of the client's assets, the detail reports may be used to evaluate the
accuracy and price of contractor bids when assets are due to be repaired or
replaced.

o« The reserve study is an annual disclosure to the membership concerning the
financial condition of the association, and may be used as a "consumers' guide" by
prospective purchasers.

© Copyright 2001, Reserve Data Analysis
All Rights Reserved
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RESERVE COMPONENT FUNDING SUMMARY REPORT

For the fiscal year beginning January 1, 2008

ABC Courthomes Association
Metropolitan, Minnesota
92 units

1. Current Reserve Component Budget:

Annual Amount | Annual Per Unit Monthly Per Unit
(Average) (Average)
| Reserve Component Assessment: $43,248.00 $470.09 $39.17

Note: If assessments vary by size or type of unit, the assessment applicable to a specific unit must
accompany this document when included as part of a resale disclosure.

2. Based upon the most recent reserve study and other information available to the board of
directors, will currently projected reserve account balances be sufficient at the end of each
year to meet the association's obligation for major repairs and/or replacement of the Reserve
Components during the next 30 years? NO

3. If the answer to #2 is no, list the first year in which an actual cash deficit is projected, the
year of peak deficit, and the amount needed to cover the shortfalls:

First Year of Projected Cash Deficit Amount of Shortfall Average Cost Per Unit
2017 $72,944.00 $792.87

Year of Peak Projected Cash Deficit Amount of Shortfall Average Cost Per Unit
2037 $2,515,109.00 $27,338.14

Note: If assessments vary by size or type of unit, the assessment applicable to a specific unit must
accompany this document when included as part of a resale disclosure.

4. Funding status for the fiscal year beginning January 1, 2008:

A) *Fully Funded Balance (total accrued depreciation) for reserved components $1,033,869.00
B) Reserve Fund Beginning Balance: $231,306.00
C) Total unfunded depreciation liability, where amount on line A is greater than B $802,563.00

*Fully Funded Balance = Effective Age of Component + Estimated Useful Life X Current Replacement Cost,
summed for all components.

The following issues, if not disclosed, would cause a distortion of the association's condition:
N/A

Gregory L. Pettersen (///Z’@_ . June 26, 2007

Preparer re/Credentials Date

NOTE: The financial representations set forth in this summary are based on information provided by
the association and the best estimates of the preparer at the time the summary was prepared. The
estimates are subject to change. A copy of the full reserve study report is available for review from
the association upon request.



ABC Courthomes Association
Metropolitan, Minnesota
RDA Reserve Analvsis Report Summary

Report Date June 26, 2007 Parameters:
Version 959
Inflation 3.90%
Account Number 15080 Annual Contribution Increase 3.90%
Investment Yield 4.50%
Budget Year Beginning 1/ 1/08 Taxes on Yield 30.00%
Ending 12/31/08 Contingency 0.00%
Total Units Included 92 Reserve Fund Balance as of
Phase Development 1 of 1 1/ 1/08: $231,306.38

Project Profile & Introduction

92 Clustered townhomes in 11 eight unit, & 1 four unit woodframe,
2 story buildings with attached garages, maintenance free exteriors,
and private streets.
A common placed-in-service date of August 1997 was used for budgeting.
Original RDA inventory & on-site inspection: December 1, 2001
Most Recent RDA site visit: May 25, 2007
Management : XYZ Professional Management Company
Interest yield, tax rate and starting balance provided by client.
Inventory compiled by representative sampling wherever feasible.
All Reserve Studies must be updated regularly to maintain accuracy.

RDA Summary of Calculations

Monthly Contribution to Reserves Required: $15,088.10
( $164.00 per unit per month)

Average Net Monthly Interest Contribution This Year: 670.46

Net Monthly Allocation to Reserves 1/ 1/08 to 12/31/08: $15,758.56

( $171.29 per unit per month)

RDA Reserve Management Software
Copyright 2007, Edwin G. Edgley
All Rights Reserved
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ABC Courthomes Association
Metropolitan, Minnesota

CFM Reserve Analysis Report Summary

Report Date June 26, 2007 Parameters:
Vergion 999
Inflation 3.90%
Account Number 15080 Annual Contribution Increase 3.90%
Invegtment Yield 4.50%
Budget Year Beginning 1/ 1/08 Taxeg on Yield 30.00%
Ending 12/31/08 Contingency 0.00%
Total Units Included 92 Reserve Fund Balance as of
Phase Development 1 of 1 1/ 1/08: $231,306.38

Project Profile & Introduction

92 Clugtered townhomes in 11 eight unit, & 1 four unit woodframe,
2 story buildings with attached garages, maintenance free exteriors,
and private streets.
A common placed-in-gervice date of August 1997 was used for budgeting.
Original RDA inventory & on-site inspection: December 1, 2001
Most Recent RDA site visit: May 25, 2007
Management : XYZ Professional Management Comparny
Interest yield, tax rate and starting balance provided by client.
Inventory compiled by representative sampling wherever feasible.
2All Reserve Studies must be updated regularly to maintain accuracy.

Cash Flow Minimum Summary of Calculations

Monthly Contribution to Reserves Required: $11,886.74
( $129.20 per unit per month)

Average Net Monthly Interest Contribution This Year: 623.84

Net Monthly Allocation to Reserves 1/ 1/08 to 12/31/08: $12,510.58

( $135.98 per unit per month)

RDA Reserve Management Software
Copyright 2007, Edwin G. Edgley
All Rights Reserved
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ABC Courthomes Association
Metropolitan, Minnesota
CFS Reserve Analysis Report Summary

Report Date June 26, 2007 Parameters:
Version 999
Inflation 3.90%
Account Number 15080 Annual Contribution Increase 3.90%
Investment Yield 4.50%
Budget Year Beginning 1/ 1/08 Taxes on Yield 30.00%
Ending 12/31/08 Contingency 0.00%
Total Units Included 92 Reserve Fund Balance as of
Phase Development 1 of 1 1/ 1/08: $231,306.38

Project Profile & Introduction

92 Clustered townhomes in 11 eight unit, & 1 four unit woodframe,
2 story buildings with attached garages, maintenance free exteriors,
and private streets.
A common placed-in-service date of August 1997 was used for budgeting.
Original RDA inventory & on-site inspection: December 1, 2001
Most Recent RDA site visit: May 25, 2007
Management: XYZ Professional Management Company.
Interest yield, tax rate and starting balance provided by client.
Inventory compiled by representative sampling wherever feasible.
All Reserve Studies must be updated regularly to maintain accuracy.

Cash Flow Specific Summary of Calculations

Monthly Contribution to Reserves Required: $3,604.00
( $39.17 per unit per month)

Average Net Monthly Interest Contribution This Year: 503.20

Net Monthly Allocation to Reserves 1/ 1/08 to 12/31/08: $4,107.20

( $44.64 per unit per month)

RDA Reserve Management Software
Copyright 2007, Edwin G. Edgley
All Rights Reserved

RESERVE DATA ANALYSIS e (866) 780-7943
* PAGE2-3 o




ABC Courthomes Association
Distribution of Accumulated Reserves

REPORT DATE:

June 26, 2007

VERSION: 999
ACCOUNT NUMBER: 15080
FULLY

REM FUNDED ASSIGNED
DESCRIPTION LIFE RESERVES RESERVES
Added Off-Street Parking - Chipcoat 0 140.03 140.03
Driveways - Asphalt Repairs 0 9,331.56 9,331.56
Driveways - Seal Coating 0 5,713.20 5,713.20
Irrigation Backflow Device 0 600.12 600.12
Irrigation Controllers 0 1,202.00 1,202.00
Lighting - Coach Lantern, Porch 0 16,102.00 16,102.00
Streets & Pkg - Asphalt Repairs 0 16,323.86 16,323.86
Streets & Pkg - Chipcoating 0 12,659.32 12,659.32
Landscape - Periodic Refurbishment 4 49,124 .28 49,124.28
Mailboxes - Pedestal Sets 4 9,417.63 9,417.63
Signs - Traffic 4 1,460.26 1,460.26
Roofs - Composition Shingle 7 163,318.71 109,232.12
Added Off-Street Parking - Repair 8 48.80 0.00
Driveways - Asphalt Replacement 9 50,470.69 0.00
Fencing - Vinyl Patio 9 33,220.49 0.00
Streets & Pkg - Asphalt Overlay 9 47,668.99 0.00
Doors - Metal Entry & Storm Doors 11 32,432.88 0.00
Lighting - Street 11 4,058.75 0.00
Concrete Curbs, Patios, Sidewalks 14 83,732.08 0.00
Doors - Garage, Sectional Metal 14 27,281.57 0.00
Gutters & Downspouts 14 11,968.86 0.00
Retaining Walls- Keystone 14 22,633.53 0.00
Siding* - Vinyl 14 181,755.29 0.00
Soffit & Fascia, Prefinished Metal 14 57,466 .30 0.00
Windows 14 162,283.28 0.00
ANTICIPATED SIGNAGE AND FENCE *2007 17 344.69 0.00
Added Off-Street Parking - Replace 18 118.21 0.00
Wrapped Jambs - Overhead Doors 24 627.89 0.00
Subterranean Utilities 34 32,363.98 0.00

RESERVE DATA ANALYSIS
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ABC Courthomes Association
Distribution of Accumulated Reserves

DESCRIPTION

Total Asset Summary:
Contingency @ 0.00%:
Grand Total:

Excess Reserves Not Used:

Percent Fully Funded:

FULLY
REM FUNDED ASSIGNED
LIFE RESERVES RESERVES
1,033,869.25 231,306.38
0.00 0.00
1,033,869.25 231,306.38
0.00

22%
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ABC Courthomes Association

Funding Status Report

KREPORT DATE: June 26, 2007
VERSION: 999

ACCOUNT NUMBER: 15080
FULLY

USE +/- REM CURRENT FUNDED ASSIGNED
DESCRIPTION LIFE LIFE COsT RESERVES RESERVES
Concrete Curbs, Patios, Sidewalks 25 0 14 196,268 83,732 0
*%*%* CATEGORY SUMMARY : 196,268 83,732 0
Added Off-Street Parking - Chipcoat 5 -3 0 140 140 140
Added Off-Street Parking - Repair 20 -10 8 361 49 0
Added Off-Street Parking - Replace 20 0 18 1,820 118 0
Driveways - Asphalt Repairs 10 +1 0 9,332 9,332 9,332
Driveways - Asphalt Replacement 20 0 9 94,077 50,471 0
Driveways - Seal Coating 3 0 0 5,713 5,713 5,713
Streets & Pkg - Asphalt Overlay 20 0 9 88, 855 47,669 0
Streets & Pkg - Asphalt Repairs 10 -1 0 16,324 16,324 16,324
Streets & Pkg - Chipcoating 5 0 0 12,659 12,659 12,659
*** CATEGORY SUMMARY: 229,282 142,475 44,168
Roofs - Composition Shingle 18 0 7 273,069 163,319 109,232
*%*%* CATEGORY SUMMARY: 273,069 163,319 109,232
.encing - Vinyl Patio 20 0 9 61,923 33,220 0
**%* CATEGORY SUMMARY : 61,923 33,220 0
Lighting - Coach Lantern, Porch 10 0 0 16,102 16,102 16,102
Lighting - Street 22 0 11 8,345 4,059 0
**% CATEGORY SUMMARY: 24,447 20,161 16,102
Doors - Garage, Sectional Metal 25 0 14 63,948 27,282 0
Doors - Metal Entry & Storm Doors 22 0 11 66,682 32,433 0
Gutters & Downspouts 25 0 14 28,055 11,969 0
Siding* - Vinyl 25 0 14 426,034 181,755 0
Soffit & Fascia, Prefinished Metal 25 0 14 134,701 57,466 0
Windows 25 0 14 380,392 162,283 0
Wrapped Jambs - Overhead Doors 25 0 24 18,711 628 0
*** CATEGORY SUMMARY: 1,118,523 473,816 0
ANTICIPATED SIGNAGE AND FENCE *2007 18 o 17 10,390 345 0
Irrigation Backflow Device 5 0 0 600 600 600
Irrigation Controllers 10 0 0 1,202 1,202 1,202
Landscape - Periodic Refurbishment 15 0 4 67,988 49,124 49,124
Mailboxes - Pedestal Sets 15 0 4 13,034 9,418 9,418
Retaining Walls- Keystone 25 0 14 53,053 22,634 0
Signs - Traffic 15 0 4 2,021 1,460 1,460
Subterranean Utilities 45 0 34 138,000 32,364 0
“*%* CATEGORY SUMMARY: 286,288 117,146 61,804
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DESCRIPTION

TOTAL ASSET SUMMARY:

CONTINGENCY @ 0.00%:

GRAND TOTAL:

Percent Fully Funded:

ABC Courthomes Association
Funding Status Report

FULLY
USE +/- REM CURRENT FUNDED ASSIGNED
LIFE LIFE COST RESERVES RESERVES
2,189,800 1,033,869 231,306
0 0
1,033,869 231,306

22%
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ABC Courthomes Association "00" QP\‘ 'RS\ﬁP«\\
. . I 4 4 AY \)
RDA Standard Projections 'é;/ ¥Z‘
1 [
1 ‘ ESES ; 1
REPORT DATE: June 26, 2007 N ok‘,’;; N
VERSION: 999 . %:3 3lgn9}\,f'o'\\,'
ACCOUNT NUMBER: 15080 ~ @”“;gpeftt
Beginning Accumulated Reserves: $231,306
CURRENT ANNUAL PROJECTED FULLY PERCENT
REPLACEMENT ANNUAL INTEREST ANNUAL ENDING FUNDED FULLY
YEAR COST CONTRBTN CONTRBTN EXPENDTRS RESERVES RESERVES FUNDED
'08 2,189,800 181,057 8,046 62,072 358,337 1,117,277 32%
'09 2,275,202 180,407 14,080 0 552,824 1,272,626 43%
10 2,363,935 183,174 20,335 0 756,333 1,438,392 53%
'11 2,456,129 190,018 26,734 6,408 966,677 1,608,495 60%
iz 2,551,918 196,481 30,663 96,775 1,097,046 1,695,775 65%
'13 2,651,443 203,330 37,503 16,224 1,321,654 1,875,030 70%
'14 2,754,849 210,237 45,071 7,187 1,569,775 2,075,734 76%
'15 2,862,288 215,210 41,895 356,928 1,469,952 1,925,462 76%
'1lé 2,973,917 219,249 50,155 490 1,738,865 2,145,084 81%
'17 3,089,900 219,978 47,477 353,563 1,652,757 2,011,547 82%
'18 3,210,406 215,301 53,315 82,626 1,838,747 2,160,160 85%
'19 3,335,612 201,269 58,043 114,285 1,983,775 2,287,614 87%
'20 3,465,701 203,390 66,072 9,042 2,244,196 2,535,702 89%
) 3,600,863 210,427 74,786 0 2,529,409 2,809,422 90%
_2 3,741,297 208,029 13,842 2,191,082 560,199 821,926 68%
123 3,887,207 211,989 19,907 33,928 758,167 1,005,200 75%
'24 4,038,808 218,891 27,418 0 1,004,477 1,238,145 81%
125 4,196,322 226,770 34,768 19,910 1,246,105 1,467,016 85%
126 4,359,978 235,777 42,779 15,000 1,509,661 1,717,758 88%
27 4,530,018 244,625 46,320 171,790 1,628,815 1,823,529 89%
128 4,706,688 253,978 51,883 121,136 1,813,540 1,994,529 91%
129 4,890,249 264,065 61,397 12,759 2,126,242 2,293,605 93%
'30 5,080,969 274,610 71,952 0 2,472,804 2,626,749 94%
31 5,279,127 285,591 83,188 0 2,841,582 2,982,389 95%
132 5,485,012 296,809 93,181 61,178 3,170,394 3,298,197 96%
'33 5,698,928 306,107 81,954 745,530 2,812,925 2,925,538 96%
'34 5,921,186 317,365 94,520 0 3,224,810 3,323,612 97%
'35 6,152,112 328,803 107,337 16,051 3,644,899 3,731,609 98%
'36 6,392,045 341,814 121,431 1,054 4,107,090 4,182,606 98%
137 6,641,335 353,021 112,666 742,609 3,830,168 3,892,672 98%
NOTE: 1In some cases, the projected ending reserves may exceed the fully funded

reserves during years following high expenditures.
provision for a contingency in the report, which in the projections,
The contingency is continually adjusted according to present needs

expended.

- 1 any excess is redistributed among all assets considered.
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ABC Courthomes Association
Cash Flow Minimum Projections

REPORT DATE: June 26, 2007

VERSION: 999

ACCOUNT NUMBER: 15080

Beginning Accumulated Reserves: $231,306

CURRENT ANNUAL PROJECTED FULLY PERCENT
REPLACEMENT ANNUAL INTEREST ANNUAL ENDING FUNDED FULLY
YEAR COST CONTRBTN CONTRBTN EXPENDTRS RESERVES RESERVES FUNDED
08 2,189,800 142,641 7,486 62,072 319,361 1,117,277 29%
'09 2,275,202 148,204 12,365 0 479,930 1,272,626 38%
'10 2,363,935 153,984 17,581 0 651,495 1,438,392 45%
'11 2,456,129 159,989 22,946 6,408 828,022 1,608,495 51%
'12 2,551,918 166,229 25,791 96,775 923,266 1,695,775 54%
'13 2,651,443 172,712 31,503 16,224 1,111,257 1,875,030 59%
‘14 2,754,849 179,447 37,898 7,187 1,321,415 2,075,734 64%
'15 2,862,288 186,446 33,539 356,928 1,184,472 1,925,462 62%
'16 2,973,917 193,717 40,660 490 1,418,359 2,145,084 66%
17 3,089,900 201,272 36,961 353,563 1,303,030 2,011,547 65%
'18 3,210,406 209,122 42,048 82,626 1,471,574 2,160,160 68%
'19 3,335,612 217,278 46,542 114,285 1,621,109 2,287,614 71%
'20 3,465,701 225,751 54,808 9,042 1,892,626 2,535,702 75%
1 3,600,863 234,556 63,902 ()// 2,191,084 2,809,422 78%
-2 3,741,297 243,703 3,550 2,191,082 7? 247,255 821,926 30%
123 3,887,207 253,208 10,506 33,928 477,041 1,005,200 47%
'24 4,038,808 263,083 19,077 0 759,201 1,238,145 61%
25 4,196,322 273,343 27,608 19,910 1,040,242 1,467,016 71%
'26 4,359,978 284,004 36,902 15,000 1,346,148 1,717,758 78%
127 4,530,018 295,080 41,829 171,790 1,511,266 1,823,529 83%
28 4,706,688 306,588 48,892 121,136 1,745,610 1,994,529 88%
'29 4,890,249 318,545 60,019 12,759 2,111,415 2,293,605 92%
'30 5,080,969 330,968 72,299 0 2,514,682 2,626,749 96%
'31 5,279,127 343,876 85,375 0 2,943,932 2,982,389 99%
'32 5,485,012 357,287 97,333 61,178 3,337,374 3,298,197 101%
"33 5,698,928 371,221 88,239 745,530 3,051,304 2,925,539 104%
'34 5,921,186 385,699 103,134 0 3,540,136 3,323,612 107%
'35 6,152,112 400,741 118,462 16,051 4,043,289 3,731,609 108%
'36 6,392,045 416,370 135,249 1,054 4,593,854 4,182,606 110%
'37 6,641,335 432,608 129,382 742,609 4,413,234 3,892,672 113%
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ABC Courthomes Association
Cash Flow Specific Projections

REPORT DATE: June 26, 2007

VERSION: 999

ACCOUNT NUMBER: 15080

Beginning Accumulated Reserves: $231,306

CURRENT ANNUAL PROJECTED FULLY PERCENT
REPLACEMENT ANNUAL INTEREST ANNUAL ENDING FUNDED FULLY
YEAR COST CONTRBTN CONTRBTN EXPENDTRS RESERVES RESERVES FUNDED
08 2,189,800 43,248 6,038 62,072 218,521 1,117,277 20%
09 2,275,202 44,935 7,638 0 271,093 1,272,626 21%
'10 2,363,935 46,687 9,344 0 327,124 1,438,392 23%
11 2,456,129 48,508 10,956 6,408 380,180 1,608,495 24%
r12 2,551,918 50,400 9,791 96,775 343,596 1,695,775 20%
'13 2,651,443 52,365 11,225 16,224 390,962 1,875,030 21%
'14 2,754,849 54,408 13,057 7,187 451,240 2,075,734 22%
115 2,862,288 56,529 3,837 356,928 154,678 1,925,462 8%
'16 2,973,917 58,734 5,783 490 218,705 2,145,084 10%
17 3,089,900 61,025 889 353,563 7&’ -72,944 2,011,547 -4%
'18 3,210,406 63,405 923 82,626 -91,242 2,160,160 -4%
'19 3,335,612 65,877 959 114,285 -138,690 2,287,614 -6%
120 3,465,701 68,447 997 9,042 -78,288 2,535,702 -3%
‘ 3,600,863 71,116 1,036 0 -6,136 2,809,422 -0%
- 3,741,297 73,890 1,076 2,191,082 }-2,122,252 821,926 -258%
'23 3,887,207 76,771 1,118 33,928 | -2,078,290 1,005,200 -207%
'24 4,038,808 79,765 1,162 0f -1,997,363 1,238,145 -161%
'25 4,196,322 82,876 1,207 19,910 -1,933,190 1,467,016 -132%
'26 4,359,978 86,108 1,254 15,000\ -1,860,827 1,717,758 -108%
127 4,530,018 89,467 1,303 171,790\ -1,941, 848 1,823,529 -106%
'28 4,706,688 92,956 1,354 121,136 | -1,968,674 1,994,529 -99%
'29 4,890,249 96,581 1,407 12,759 | -1,883,445 2,293,605 -82%
'30 5,080,969 100,348 1,462 0|-1,781,635 2,626,749 -68%
'31 5,279,127 104,261 1,519 0f-1,675,856 2,982,389 -56%
'32 5,485,012 108,328 1,578 61,178 | -1,627,128 3,298,197 -49%
"33 5,698,928 112,552 1,639 745,530 | -2,258,467 2,925,539 -77%
'34 5,921,186 116,942 1,703 0} -2,139,822 3,323,612 -64%
'35 6,152,112 121,503 1,770 16,051 | -2,032,600 3,731,609 -54%
'36 6,392,045 126,241 1,839 1,054 ) -1,905,575 4,182,606 -46%
137 6,641,335 131,165 1,910 742,609 -2,515,109 3,892,672 -65%

RESERVE DATA ANALYSIS
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ABC Courthomes Association
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ABC Courthomes Association

Ideal = Theoretical Ideal: This line shows the amount of funding which would
have accrued under a Full Funding plan if the association had accrued
replacement funds separately for each asset over its entire useful life.

See page 1-5.

RDA= - ot (ROAT thisplamaccrues the
necessary funds for each individual component over its own specific
remaining useful life:

CoST— ASSIGNED RESERVES + REMAINING USEFUL LIFE = ANNUAL CONTRIBUTION

See page 1-5.

CEM = gaseline Eunding. RDA cash flow-minimum (CEM), this plan is projected.|

as the bare minimum funding level necessary to avoid year end ggserve

fund cash deficits. See page 1-6.

CFS = cash Flow Specified: This represents the Current Fu
with annual inflationary contribution |
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Year End Reserve Balances
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ABC Courthomes Association

500,000 — :
RDA = Full Funding: Segregated component method (RDA); this plan accrues the
450 000 necessary funds for each individual component over its own specific remaining
! useful life:
COST~ ASSIGNED RESERVES + REMAINING USEFUL LIFE = ANNUAL CONTRIBUTION
See page 1-5.
400000 +——— CFM = Baseline Funding: RDA cash flow minimum {CFM), this plan is projected as
' the bare minimum funding level necessary to avoid year end reserve fund
cash deficits. See page 1-6.
CFS = Ccash Flow Specified: This represents the Current Funding plan (CFS), with
350.000 annual inflationary contribution increases. See page 1-6
300,000
$ 250,000
200,000
150,000
100,000 -
50,000 -
O =

(¥
~
| mRDA Method *CFM Method = CFS Method

Annual Reserve Contributions Reserve Data Analysis, Inc.



ABC Courthomes Association

150
RDA = Full Funding: Segregated component method (RDA); this plan accrues the
necessary funds for each individual component over its own specific remaining
useful life:
CosT— ASSIGNED RESERVES + REMAINING USEFUL LIFE = ANNUAL CONTRIBUTION
125 See page 1-5. it
CFWM = Baseline Funding: RDA cash flow minimum (CFM), this plan is projected as
the bare minimum funding level necessary to avoid year end reserve fund
cash deficits. See page 1-6.
CFS = Ccash Flow Specified: This represents the Current Funding plan (CFS), with MV’M%
annual inflationary contribution increases. See page 1-6.
100 ;
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ABC Courthomes Association
Annual Expenditure Detail

REPORT DATE: June 26, 2007

VERSION: 999

ACCOUNT NUMBER: 15080

DESCRIPTION EXPENDITURES

REPLACEMENT YEAR 2008
Added Off-Street Parking - Chipcoat 140.03
Driveways - Asphalt Repairs 9,331.56
Driveways - Seal Coating 5,713.20
Irrigation Backflow Device 600.12
Irrigation Controllers 1,202.00
Lighting - Coach Lantern, Porch 16,102.00
Streets & Pkg - Asgphalt Repairs 16,323.86
Streets & Pkg - Chipcoating 12,659.32
*** ANNUAL TOTAL: 62,072.09

REPLACEMENT YEAR 20095
**%* ANNUAL TOTAL: 0.00

REPLACEMENT YEAR 2010
*%* ANNUAL TOTAL: 0.00

REPLACEMENT YEAR 2011
Driveways - Seal Coating 6,408.04

*%* ANNUAL TOTAL: 6,408.04

REPLACEMENT YEAR 2012

Landscape - Periodic Refurbishment 79,230.87
Mailboxes - Pedestal Sets 15,189.38
Signs - Traffic 2,355.21
*** ANNUAL TOTAL: 96,775.46

REPLACEMENT YEAR 2013

Added Off-Street Parking - Chipcoat 169.55
Irrigation Backflow Device 726 .64
Streets & Pkg - Chipcoating 15,328.09
*** ANNUAL TOTAL: 16,224 .28

RESERVE DATA ANALYSIS e (866) 780-7943
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ABC Courthomes Association
Annual Expenditure Detail

DESCRIPTION

REPLACEMENT YEAR 2014
Driveways - Seal Coating

*%**% ANNUAL TOTAL:

REPLACEMENT YEAR 2015
Roofs - Composition Shingle
*%**% ANNUAL TOTAL:

REPLACEMENT YEAR 2016
Added Off-Street Parking - Repair
*%*% ANNUAL TOTAL:

REPLACEMENT YEAR 2017
Driveways - Asphalt Replacement
Driveways - Seal Coating
Fencing - Vinyl Patio
Streets & Pkg - Asphalt Overlay

*** ANNUAL TOTAL:

REPLACEMENT YEAR 2018

Added Off-Street Parking - Chipcoat

Driveways - Asphalt Repairs
Irrigation Backflow Device
Irrigation Controllers

Lighting - Coach Lantern, Porch
Streets & Pkg - Asphalt Repairs
Streets & Pkg - Chipcoating

*%% ANNUAL TOTAL:

REPLACEMENT YEAR 2019
Doors - Metal Entry & Storm Doors
Lighting - Street

*%% ANNUAL TOTAL:

REPLACEMENT YEAR 2020
Driveways - Seal Coating

RESERVE DATA ANALYSIS
* PAGE2-16
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ABC Courthomes Association
Annual Expenditure Detail

DESCRIPTION EXPENDITURES

**% ANNUAL TOTAL: 9,042.01

REPLACEMENT YEAR 2021
**% ANNUAL TOTAL: 0.00

REPLACEMENT YEAR 2022

Concrete Curbs, Patios, Sidewalks 335,325.91
Doors - Garage, Sectional Metal 109,255.84
Gutters & Downspouts 47,932.30
Retaining Walls- Keystone 90,641.61
siding* - Vinyl 727,884.26
Soffit & Fascia, Prefinished Metal 230,138.08
Windows 649,903.74
*%% ANNUAL TOTAL: 2,191,081.74

REPLACEMENT YEAR 2023

Added Off-Street Parking - Chipcoat 248.58
Driveways -~ Seal Coating 10,141.72
Irrigation Backflow Device 1,065.31
Streets & Pkg - Chipcoating 22,472.09
*** ANNUAL TOTAL: 33,927.70

REPLACEMENT YEAR 2024
*%%* ANNUAL TOTAL: 0.00

REPLACEMENT YEAR 2025
ANTICIPATED SIGNAGE AND FENCE *2007 19,910.41

*** ANNUAL TOTAL: 19,910.41

REPLACEMENT YEAR 2026

Added Off-Street Parking - Replace 3,624 .47
Driveways - Seal Coating 11,375.18
*%*%* ANNUAL TOTAL: 14,9599.65

REPLACEMENT YEAR 2027
Landscape - Periodic Refurbishment 140,646.05
Majilboxes - Pedestal Sets 26,963 .32

RESERVE DATA ANALYSIS e (866) 780-7943
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ABC Courthomes Association
Annual Expenditure Detail

DESCRIPTION EXPENDITURES
Signs - Traffic 4,180.81
*** ANNUAL TOTAL: 171,790.18

REPLACEMENT YEAR 2028
Added Off-Street Parking - Chipcoat 300.98
Driveways - Asphalt Repairs 20,056.95
Irrigation Backflow Device 1,289.90
Irrigation Controllers 2,583.56
Lighting - Coach Lantern, Porch 34,609.14
Streets & Pkg - Asphalt Repairs 35,086.00
Streets & Pkg - Chipcoating 27,209.53
*** ANNUAL TOTAL: 121,136.06

REPLACEMENT YEAR 2029
Driveways - Seal Coating 12,758.65
**%* ANNUAL TOTAL: 12,758.65

REPLACEMENT YEAR 2030
**x*x ANNUAL TOTAL: 0.00

REPLACEMENT YEAR 2031
*%*% ANNUAL TOTAL: 0.00

REPLACEMENT YEAR 2032
Driveways - Seal Coating 14,310.39
Wrapped Jambs - Overhead Doors 46,867.48
*%*% ANNUAL TOTAL: 61,177.87

REPLACEMENT YEAR 2033
Added Off-Street Parking - Chipcoat 364.44
Irrigation Backflow Device 1,561.84
Roofs - Composition Shingle 710,658.41
Streets & Pkg - Chipcoating 32,945.70
**x* ANNUAL TOTAL: 745,530.39

REPLACEMENT YEAR 2034
**x* ANNUAL TOTAL: 0.00

RESERVE DATA ANALYSIS e (866) 780-7943
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ABC Courthomes Association
Annual Expenditure Detail

DESCRIPTION EXPENDITURES
REPLACEMENT YEAR 2035
Driveways - Seal Coating 16,050.86
**% ANNUAL TOTAL: 16,050.86

REPLACEMENT YEAR 2036
Added Off-Street Parking - Repair 1,054.11

**%* ANNUAL TOTAL: 1,054.11

REPLACEMENT YEAR 2037

Driveways - Asphalt Replacement 285,322.53
Fencing - Vinyl Patio 187,803.10
Streets & Pkg - Asphalt Overlay 269,483.83
**% ANNUAL TOTAL: 742,609.46

RESERVE DATA ANALYSIS ¢ (866) 780-7943
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ABC Courthomes Association

BASELINE, Cash Flow Minimum Projections

Report Date:  6/26/07
Report Version: 999

'08 ‘09 '10 ‘11 ‘12 '13 ‘14 '15 '16 ‘17 '18 '19 '20 21 22
BEGINNING RESERVE BALANCE 231,306 319,361 479,930 651,495 828,022 923,266 1,111,257 1,321,415 1,184,472 1,418,359 1,303,030 1,471,574 1,621,109 1,892,626 2,191,084
Member Contribution 142,641 148,204 153,984 159,989 166,229 172,712 179,447 186,446 193,717 201,272 209,122 217,278 225,751 234,556 243,703
Interest Contribution 7,486 12,365 17,581 22,946 25,791 31,503 37,898 33,539 40,660 36,961 42,048 46,542 54,808 63,902 3,550
Expenditures (detailed below) 62,072 0 0 6,408 96,775 16,224 7,187 356,928 490 353,563 82,626 114,285 9,042 0 2,191,082
ENDING RESERVE BALANCE 319,361 479,930 651,495 828,022 923,266 1,111,257 1,321,415 1,184,472 1,418,359 1,303,030 1,471,574 1,621,109 1,892,626 _ 2,191,084 247,255
EXPENDITURE DETAIL

Asset Placed in  Useful Adjust Remain

Description Service Life +/- Life '08 '09 '10 '11 ‘12 '13 '14 '15 ‘16 ‘17 '18 '19 ‘20 21 ‘22
Concrete Curbs, Patios, Sidewalks 1004 8/1997 25 0 14 335,326
Added Off-Street Parking - Chipcoat 1032 10/2006 5 -3 0
Added Off-Street Parking - Repair 1031 | 10/2006 20 -10 8
Added Off-Street Parking - Replace 1030 10/2006 20 0 18
Driveways - Asphalt Repairs 1005 81997 10 1 0 13,681,
Driveways - Asphalt Replacement 1006 8/1997 20 0 9 132,747
Driveways - Seal Coating 1007 82005 3 0 0 8,062
Streets & Pkg - Asphalt Overlay 1001 8/1997 20 0 9 125,378
Streets & Pkg - Asphalt Repairs 1002 8/1997 10 -1 0 23,932
Streets & Pkg - Chipcoating 1003 8/1997 5 0 0 18,559
Roofs - Composition Shingle 1008 8/1997 18 0 7
Fencing - Vinyl Patio 1017 8/1997 20 0 9
Lighting - Coach Lantern, Porch 1015 8/1997 10 0 0
Lighting - Street 1018 8/1997 22 0 11
Doors - Garage, Sectional Metal 1012 8/1997 25 0 14 109,256
Doors - Metal Entry & Storm Doors 1013 8/1997 22 0 11
Gutters & Downspouts 1011 8/1997 25 0 14 47,932
Siding* - Vinyl 1009 8/1997 25 0 14 727,884
Soffit & Fascia, Prefinished Metal 1016 8/1997 25 0 14 230,138
Windows 1014 8/1997 25 0 14 649,904
Wrapped Jambs - Overhead Doors 1029 3/2007 25 0 24
ANTICIPATED SIGNAGE AND FENCE* 1033 6/2007 18 0 17
Irrigation Backflow Device 1022 8/2002 5 0 [l &
Irrigation Controllers 1021 8/1997 10 0 0
Landscape - Periodic Refurbishment 1028 8/1997 15 0 4
Mailboxes - Pedestal Sets 1026 8/1997 15 0 4
Retaining Walls- Keystone 1027 8/1997 25 0 14 90,642
Signs - Traffic 1019 | 81997 15 0 4
Subterranean Utilities 1024 8/1997 45 0 34

Page 1

Reserve Data Analysis, Inc.



ABC Courthomes Association

BASELINE, Cash Flow Minimum Projecti
Report Date:  6/26/07
Report Version: 999

'23 ‘24 ‘25 ‘26 ‘27 '28 ‘29 '30 ‘31 ‘32 '33 ‘34 '35 ‘36 ‘37
BEGINNING RESERVE BALANCE 247,255 477,041 759,201 1,040,242 1,346,148 1,511,266 1,745,610 2,111,415 2,514,682 2,943,932 3,337,374 3,051,304 3,540,136 4,043,289 4,593,854
Member Contribution 253,208 263,083 273,343 284,004 295,080 306,588 318,545 330,968 343,876 357,287 371,221 385,699 400,741 416,370 432,608
Interest Contribution 10,506 19,077 27,608 36,902 41,829 48,892 60,019 72,299 85,375 97,333 88,239 103,134 118,462 135,249 129,382
Expenditures (detailed below) 33,928 0 19,910 15,000 171,790 121,136 12,759 0 0 61,178 745,530 0 16,051 1,054 742,609
ENDING RESERVE BALANCE 477,041 759,201 1,040,242 1,346,148 1,511,266 1,745,610 2,111,415 2,514,682 2,943,932 3,337,374 3,051,304 3,540,136 4,043,289 4,593,854 4,413,234
EXPENDITURE DETAIL
Description '23 ‘24 ‘25 ‘26 ‘27 '28 ‘29 '30 ‘31 ‘32 '33 '34 '35 '36 ‘37
Concrete Curbs, Patios, Sidewalks
Added Off-Street Parking - Chipcoat 249
Added Off-Street Parking - Repair 1,054
Added Off-Street Parking - Replace 3,624
Driveways - Asphalt Repairs 20,057
Driveways - Asphalt Replacement 285,322
Driveways - Seal Coating 10,142 11,375 12,759 14,310 16,051

Streets & Pkg - Asphalt Overlay 269,484

Streets & Pkg - Asphalt Repairs 35,086

Streets & Pkg - Chipcoating 22,472 27,210 32,946
Roofs - Composition Shingle 710,658

Fencing - Vinyl Patio 187,803
Lighting - Coach Lantern, Porch

Lighting - Street

Doors - Garage, Sectional Metal

Doors - Metal Entry & Storm Doors

Gutters & Downspouts

Siding* - Vinyl

Soffit & Fascia, Prefinished Metal

Windows

Wrapped Jambs - Overhead Doors
ANTICIPATED SIGNAGE AND FENCE ’

Irrigation Backflow Device 1,065 1,290 1,562

Irrigation Controllers 2,584

Landscape - Periodic Refurbishment 140,646
Mailboxes - Pedestal Sets 26,963
Retaining Walls- Keystone

Signs - Traffic 4,181

Subterranean Utilities

Page 2 Reserve Data Analysis, Inc.



ABC Courthomes Association
Cash Flow Detail Report by Category

REPORT DATE: June 26, 2007
VERSION: 999
ACCOUNT NUMBER: 15080
Concrete Curbs, Patios, Sidewalks QUANTITY 1 Total
UNIT COST 196,268.000
ASSET ID 1004 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 196,268.00
CATEGORY ] FUTURE COST 335,325.95
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
25 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2022

14 YEAR REM LIFE

REMARKS :
7,637 lineal feet surmountable concrete curb @ $ 15.40 = $ 117,610.00
7,360 sq ft of concrete patios @ 5.33 = 39,229.00
3,960 sq ft concrete sidewalks @ 5.33 = 21,107.00
1,320 sqg ft concrete stoops @ 13.88 = 18,322.00
TOTAL = S 196,268.00

NOTE: The client informs us reserve funds have been spent on repairs to
sections of sidewalks. Total concrete replacement on an anticipated
25 year life cycle has been incorporated in this report.

This item provides funding for expected ongoing repairs and/or replacements
of masonry infrastructure.

Masonry is often unfunded due to its extreme durability and its propensity
to fail incrementally. However, due to the large quantity of masonry
infrastructure and/or its age, condition, or historic performance, we
recommend the client reserve funds for likely repairs or replacements that
can reasonably be anticipated.

Should the client prefer to exclude this item from the funding plan at this
time, we will gladly exclude it, with comment, in a revised report.

Accurate maintenance records should be kept regarding dates, quantities,
costs, and vendors for all masonry services performed in order to
facilitate accurate future updates to the reserve funding plan.

The cost used on this component includes the removal and disposal of the
existing material.

RESERVE DATA ANALYSIS e (866) 780-7943
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ABC Courthomes Association
Cash Flow Detail Report by Category

Added Off-Street Parking - Chipcoat QUANTITY 737 sq ft
- UNIT COST 0.190
ASSET ID 1032 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 140.03
CATEGORY 10 FUTURE COST 140.03
SALVAGE VALUE 0.00

PLACED IN SERVICE 10/06
5 YEAR USEFUL LIFE
-3 YEAR ADJUSTMENT
REPLACEMENT YEAR 2008
0 YEAR REM LIFE

REMARKS:

The useful life has been adjusted to schedule these areas along with the
rest of the chipcoating.

The actual date this item was placed-in-service was not available. For
budgeting purposes, we have estimated this date based upon its present
condition.

Asphalt streets should be chipcoated within 3 years of their initial
installation. Thereafter, a 4 to 6 year cycle should be observed and
adjusted according to the pavement's particular needs.

In addition to this periodic application, annual maintenance should include
sweeping, crack filling and any minor repalrs necessary to ensure longevity
of the asphalt mat.

The cost used here is for rolled rock chips in an o0il emulsion and includes
subsequent sweeping and disposal of excess rock chips.

RESERVE DATA ANALYSIS e (866) 780-7943
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ABC Courthomes Association
Cash Flow Detail Report by Category

Added Off-Street Parking - Repair QUANTITY 737 sqg ft
UNIT COST 4.500
ASSET ID 1031 PERCENT REPL 10.00%
GROUP/FACILITY 0 CURRENT COST 361.13
CATEGORY 10 FUTURE COST 490.44
SALVAGE VALUE 0.00

PLACED IN SERVICE 10/06
20 YEAR USEFUL LIFE
-10 YEAR ADJUSTMENT
REPLACEMENT YEAR 2016

8 YEAR REM LIFE

REMARKS :

The actual date this item was placed-in-service was not available. For
budgeting purposes, we have estimated this date based upon its present
condition.

It is estimated that a percentage of the asphalt areas will require repair
or replacement. The actual condition of the asphalt should be monitored
through time and the estimates adjusted accordingly.

To ensure the longevity of the asphalt surfaces the client's annual
operating budget should include power sweeping, crack filling, and minor
repairs.

Asphalt repair cost includes:
Remove old asphalt & up to 30" of base & subgrade.
Up to 22" compacted new sand fill.
Minimum 6" compacted class five base.
Minimum 2" compacted new asphalt.
Tar emulsion sealer.

RESERVE DATA ANALYSIS e (866) 780-7943
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ABC Courthomes Association
Cash Flow Detail Report by Category

Added Off-Street Parking - Replace QUANTITY 737 sq ft
— UNIT COST 2.470
ASSET ID 1030 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 1,820.39
CATEGORY 10 FUTURE COST 3,624.47
SALVAGE VALUE 0.00

PLACED IN SERVICE 10/06
20 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2026

18 YEAR REM LIFE

REMARKS :

The actual date this item was placed-in-service was not available. For
budgeting purposes, we have estimated this date based upon its present
condition.

At the time this report was prepared no detailed maintenance or replacement
history was available for this item.

Should a historical record of the replacement or refurbishment activities
for this item become available we will gladly incorporate it in a revised
report.

(In order to accurately fund for future replacements, quantities and
Placed-In-Service dates are required.)

In addition to this service, a consultant may be obtained to prepare the
application specifications, and to work with the contractor during the
actual installation. We recommend the client obtain bids for such a
consultation near the end of the estimated useful life. As costs vary,
we have not included such an expense in our cost estimates. Should the
client request, we will be happy to incorporate this cost in our calcula-
tions.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Driveways - Asphalt Repairs QUANTITY
UNIT COST

ASSET ID 1005 PERCENT REPL
GROUP/FACILITY 0 CURRENT COST
CATEGORY 10 FUTURE COST

SALVAGE VALUE
PLACED IN SERVICE 8/97
10 YEAR USEFUL LIFE
+1 YEAR ADJUSTMENT
REPLACEMENT YEAR 2008
0 YEAR REM LIFE

REMARKS :
Cost includes excavation and regrading.

o]

* NOTE: may also use a smaller % over a shorter cycle.

38,088

S,331.
9,331.

sq. ft.

.900
.00%

56
56

.00

Total quantity extrapolated from measurements of representative sampling.

Average of 414 sqg ft X 92 units = 38,088 sqg ft.

NOTE: The client has repaired (5) 16' driveways, and (4)

9' driveways.
Because this is only a small percentage of the total area requiring
repairs, they have not been deducted from this entry.

It is estimated that a percentage of the asphalt areas will require repair
or replacement. The actual condition of the asphalt should be monitored

through time and the estimates adjusted accordingly.

To ensure the longevity of the asphalt surfaces the client's annual

operating budget should include power sweeping, crack filling,

repairs.

Asphalt repair cost includes:
Remove old asphalt & up to 30" of base & subgrade.
Up to 22" compacted new sand fill.
Minimum 6" compacted class five base.
Minimum 2" compacted new asphalt.
Tar emulsion sealer.

and minor

The useful life, and it's adjustment, have been assigned to provide funding
for projected repairs midway between asphalt overlays or replacements.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Driveways - Asphalt Replacement QUANTITY 38,088 sqg. ft.
UNIT COST 2.470
ASSET ID 1006 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 94,077.36
CATEGORY 10 FUTURE COST 132,747.10
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
20 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2017

9 YEAR REM LIFE

REMARKS :
Cut and remove 2 " asphalt @ $ .92
Minor Base course refurbishment @ .46
2 " asphalt @ 1.09

TOTAL = $ 2.47

It is likely that replacement, rather than overlay, will be required at the
end of the useful life of the driveways.

Total quantity extrapolated from measurements of representative sampling.

In addition to this service, a consultant may be obtained to prepare the
application specifications, and to work with the contractor during the
actual installation. We recommend the client obtain bids for such a
consultation near the end of the estimated useful life. As costs vary,
we have not included such an expense in our cost estimates. Should the
client request, we will be happy to incorporate this cost in our calcula-
tions.

To ensure the longevity of the asphalt surfaces the client's annual
operating budget should include power sweeping, crack filling and minor
repairs.
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ABC Courthomes Association
Cash Flow Detail Report by Categorvy

Driveways - Seal Coating QUANTITY 38,088 sqg. ft.
UNIT COST 0.150
ASSET ID 1007 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 5,713.20
CATEGORY 10 FUTURE COST 5,713.20
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/05
3 YEAR USEFUL LIFE
+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2008
0 YEAR REM LIFE

REMARKS:
Total quantity extrapolated from measurements of representative sampling.

Asphalt surfaces should be Chipcoated or Slurry Sealed within 2 years of
their initial installation. Thereafter, a 2 to 4 year cycle should be
observed and adjusted according to the client's particular needs.

In addition to periodic seal coating, annual maintenance should include
sweeping, crack filling and any minor repairs necessary to ensure longevity
of the asphalt mat.

The cost used here is for a squeegee or broom applied liquid seal coating
emulsion of coal tar and asphalt blend.

This 'slurry' should include "fines"- small aggregate to replace those
which are routinely lost to traffic, plowing and ultraviolet exposure. They
are also needed to fill the small fissures which form and begin to allow
water to penetrate the asphalt mat.

When water gets beneath the asphalt it loosens the base and destroys the
load bearing capacity of the roadbed. The asphalt breaks apart and will
require reconstruction.

The actual date this item was placed-in-service was not available. For
budgeting purposes, we have estimated this date based upon its present
condition.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Streets & Pkg - Asphalt Overlay QUANTITY 1 total
UNIT COST 88,855.000
ASSET ID 1001 PERCENT REPL 100.00%
GROUP/FACILITY 0] CURRENT COST 88,855.00
CATEGORY 10 FUTURE COST 125,378.13
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
20 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2017

9 YEAR REM LIFE

REMARKS:
66,628 sq. ft. of 2.0" overlay @ $ 1.10 = $ 73,291.00
66,628 sq ft of petromat @ 12 = 7,995.00
11 manhole cover adjustments @ 458.40 = 5,042.00
18 valve cover adjustments @ 140.40 = 2,527.00
TOTAL = $ 88,855.00

Most asphalt areas can be expected to last approximately 20 years before it
will become necessary for an overlay to be applied. This can double the
life of the surface upon application. It will be necessary to adjust man-
hole and valve covers at the time the overlay is applied. Deflection test-
ing should be conducted by an independent consultant near the end of the
estimated useful life to determine the condition of the asphalt and esti-
mated remaining life before the overlay is required.

In addition to this service, a consultant may be obtained to prepare the
application specifications, and to work with the contractor during the
actual installation. We recommend the client obtain bids for such a
consultation near the end of the estimated useful life. As costs vary,
we have not included such an expense in our cost estimates. Should the
client request, we will be happy to incorporate this cost in our calcula-
tions.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Streets & Pkg - Asphalt Repairs QUANTITY 66,628 sqg. ft.
UNIT COST 4.900
ASSET ID 1002 PERCENT REPL 5.00%
GROUP/FACILITY 0 CURRENT COST 16,323.86
CATEGORY 10 FUTURE COST 16,323.86
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
10 YEAR USEFUL LIFE

-1 YEAR ADJUSTMENT
REPLACEMENT YEAR 2008

0 YEAR REM LIFE

REMARKS :

Cost includes excavation and regrading.

)

* NOTE: may also use a smaller % over a shorter cycle.

It is estimated that a percentage of the asphalt areas will require repair
or replacement. The actual condition of the asphalt should be monitored
through time and the estimates adjusted accordingly.

To ensure the longevity of the asphalt surfaces the client's annual
operating budget should include power sweeping, crack filling, and minor
repairs.

Asphalt repair cost includes:
Remove old asphalt & up to 30" of base & subgrade.
Up to 22" compacted new sand fill.
Minimum 6" compacted class five base.
Minimum 2" compacted new asphalt.
Tar emulsion sealer.

The useful life, and it's adjustment, have been assigned to provide funding
for projected repairs midway between asphalt overlays or replacements.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Streets & Pkg - Chipcoating QUANTITY 66,628 sq. ft.
UNIT COST 0.190
ASSET ID 1003 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 12,659.32
CATEGORY 10 FUTURE COST 12,659.32
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
5 YEAR USEFUL LIFE
+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2008
0 YEAR REM LIFE

REMARKS:

Asphalt streets should be chipcoated within 3 years of their initial
installation. Thereafter, a 4 to 6 year cycle should be observed and
adjusted according to the pavement's particular needs.

In addition to this periodic application, annual maintenance should include
sweeping, crack filling and any minor repairs necessary to ensure longevity
of the asphalt mat.

The cost used here is for rolled rock chips in an o0il emulsion and includes
subsequent sweeping and disposal of excess rock chips.

At the time this report was prepared no detailed maintenance or replacement
history was available for this item.

Should a historical record of the replacement or refurbishment activities
for this item become available we will gladly incorporate it in a revised
report.

(In order to accurately fund for future replacements, quantities and
Placed-In-Service dates are required.)
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ABC Courthomes Association
Cash Flow Detail Report by Category

Roofs - Composition Shingle QUANTITY 105,432 sq ft
UNIT COST 2.590
ASSET ID 1008 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 273,068.88
CATEGORY 20 FUTURE COST 356,928.35
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
18 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2015

7 YEAR REM LIFE

REMARKS:

11 Buildings X 9,136 sq ft each
1 Building

100,496 sq ft
4,936

105,432 sq ft

TOTAL

In order to ensure a high quality installation, the client may wish to
obtain the services of an independent roofing consultant to work with the
client and the roofing contractor providing installation. Consultants are
available for the preparation of installation specifications and, if des-
sired, to work with the contractor during the installation process. We have
been advised that fees vary upon the size of the job and the extent of
detail required by the client. However, fees for a consultant should not
exceed six to eight percent of the actual roof replacement cost. The costs
we have used do not include this additional expense. Should the client
request, we would be happy to incorporate this into our calculations.

The cost used on this component includes the removal and disposal of the
existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Fencing - Vinyl Patio QUANTITY 1 total
UNIT COST 61,923.000
ASSET ID 1017 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 61,923.00
CATEGORY 40 FUTURE COST 87,375.95
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
20 YEAR USEFUL LIFE
+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2017

9 YEAR REM LIFE

REMARKS:
858 lin. ft. of 5' fencing @ $ 37.20 = $ 31,918.00
658 1lin. ft. of 7' fencing @ 45.60 = 30,005.00
TOTAL = $ 61,923.00

The cost used on this component includes the removal and disposal of the
existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Lighting - Coach Lantern, Porch QUANTITY 1 Total
UNIT COST 16,102.000
ASSET ID 1015 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 16,102.00
CATEGORY 50 FUTURE COST 16,102.00
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
10 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2008

0 YEAR REM LIFE

REMARKS :
48 - Patio Globe fixtures, wall mounted @ $ 56.40 = S 2,707.00
184 - Brass carriage fixtures, wall mounted @ 72.80 = 13,395.00

TOTAL $ 16,102.00

The cost used on this component includes the removal and disposal of the
existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Lighting - Street ¢ ’ QUANTITY
- UNIT COST

ASSET ID 1018 PERCENT REPL
GROUP/FACILITY 0 CURRENT COST
CATEGORY 50 FUTURE COST

SALVAGE VALUE
PLACED IN SERVICE 8/97
22 YEAR USEFUL LIFE
+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2019
11 YEAR REM LIFE

REMARKS :

1,390.
.00%

100

8,344.
12,711.
.00

Replacement cost is based on a 800 watt mercury vapor fixture;

Carriage style aluminum; photoelectric control; Fiberglass pole.

fixtures
800

80
21

The cost used on this component includes the removal and disposal of the

existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Doors - Garage, Sectional Metal QUANTITY 1 Total
UNIT COST 63,948.000
ASSET ID 1012 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 63,948.00
CATEGORY 90 FUTURE COST 109,255.83
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
25 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2022

14 YEAR REM LIFE

REMARKS:

22 - 9' x 7' doors @ S 402.00
70 - 16' x 7' doors @ 787.20

$ 8,844.00
55,104.00

$ 63,948.00

TOTAL
Cost is for prefinished uninsulated metal doors, track, hardware & springs.

The funding provided here is only for total replacement of the garage door
assemblies at the specified intervals. This includes replacing sections,
track, rollers, hinges and spring assemblies.

Legal restrictions may not allow reconnection of any existing openers.

No funding is included for interim, special or routine maintenance and
repair of the doors or openers. Should the client wish to provide funding
for such needs, we recommend it be included in the operational budget of
the association due to the unpredictability of the useful life and cost of
any such services.

Having reviewed the client's governing documents, it is our opinion the
association is responsible for the replacement of this component and have
therefore included it in this reserve funding plan.

Should the client determine funding of this item is not required, we will
gladly exclude it from funding in a revised report.

We do, however, recommend the client first obtain a written legal opinion
to that effect from a qualified legal authority so as to ensure that
individual board members are not exposed to personal liability should the
issue be legally contested in the future.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Doors - Metal Entry & Storm Doors QUANTITY 1
: UNIT COST 66,682,

ASSET ID 1013 PERCENT REPL 100.
GROUP/FACILITY 0 CURRENT COST 66,682,
CATEGORY 90 FUTURE COST 101,573
SALVAGE VALUE 0.

PLACED IN SERVICE 8/97
22 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2019

11 YEAR REM LIFE

REMARKS:
92 - 3'0" x 6'8" doors @ $ 514.80 = §$ 47,362,
92 - 3'0" x 6'8" gtorm doors @ 210.00 = 19,320.
TOTAL = S 66,682.

The cost used on this component includes the removal and disposal of the

existing material.

Having reviewed the client's governing documents, it is our opinion the
association is responsible for the replacement of this component and have

therefore included it in this reserve funding plan.

Should the client determine funding of this item is not required, we will

gladly exclude it from funding in a revised report.

We do, however, recommend the client first obtain a written legal opinion

to that effect from a qualified legal authority so as to ensure

individual board members are not exposed to personal liability should the

issue be legally contested in the future.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Gutters & Downspouts QUANTITY 3,100 lin. ft.
UNIT COST 9.050
ASSET ID 1011 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 28,055.00
CATEGORY 90 FUTURE COST 47,932.26
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
25 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2022

14 YEAR REM LIFE

REMARKS:
11 Buildings X 192 LF of gutters - 2,112 1lin. ft.
1 Building X 68 LF of gutters - 68
11 Buildings X 80 LF of downspouts - 880
1 Building X 40 LF of downspouts - 40

TOTAL 3,100 1lin. ft.

The cost used on this component includes the removal and disposal of the
existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Siding* - Vinyl QUANTITY 96,826 sqg. ft.
: UNIT COST 4.400
ASSET ID 10059 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 426,034 .40
CATEGORY 90 FUTURE COST 727,884 .27
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
25 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2022

14 YEAR REM LIFE

REMARKS :

11 Buildings X 8,248 sq ft each - 90,728 sqg. ft.
1 Building 6,098

TOTAL 96,826 sqg. ft.

*Cost includes replacing metal trim around windows.

The cost used on this component includes the removal and disposal of the
existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Soffit & Fascia, Prefinished Metal QUANTITY 1 Total
UNIT COST 134,701.000
ASSET ID 1016 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 134,701.00
CATEGORY 90 FUTURE COST 230,138.08
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
25 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2022

14 YEAR REM LIFE

REMARKS :

Prefinished metal fascia cover and ventillated soffit.

12,632 sq ft vented soffit @ S 5.51 = $ 69,602.00
12,332 1lin ft of fascia @ 4.50 = 55,494.00
92 Square metal porch columns @ 104.40 = 9,605.00

TOTAL $ 134,701.00

The cost used on this component includes the removal and disposal of the
existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Windows QUANTITY 1 Total
' UNIT COST 380,392.000
ASSET ID 1014 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 380,392.00
CATEGORY 90 FUTURE COST 649,903.75
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
25 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2022

14 YEAR REM LIFE

REMARKS :
7,968 - sq ft Vinyl sliding windows @ % 34.00 = §$ 270,912.00
3,220 - sq ft of 5/0 x 6/8 patio doors @ 34.00 = 109,480.00

$ 380,392.00

TOTAL

The cost used on this component includes the removal and disposal of the
existing material.

Having reviewed the client's governing documents, it is our opinion the
association is responsible for the replacement of this component and have
therefore included it in this reserve funding plan.

Should the client determine funding of this item is not required, we will
gladly exclude it from funding in a revised report.

We do, however, recommend the client first obtain a written legal opinion
to that effect from a qualified legal authority so as to ensure that
individual board members are not exposed to personal liability should the
issue be legally contested in the future.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Wrapped Jambs - Overhead Doors QUANTITY 2,606 1n ft
UNIT COST 7.180
ASSET ID 1029 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 18,711.08
CATEGORY 90 FUTURE COST 46,867 .52
SALVAGE VALUE 0.00

PLACED IN SERVICE 3/07
25 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2032

24 YEAR REM LIFE

REMARKS:

Prefinished metal cover over wood jambs.

16' Overhead door jambs (70 doors x 30 1ln ft)
9' Overhead door jambs (22 doors x 23 1ln ft)

2,100 1n ft
506

2,606 1n ft

TOTAL

The current cost used on this asset is based upon actual expenditures
incurred at last replacement, and has been adjusted for inflation where
applicable.

The cost used on this component includes the removal and disposal of the
existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

ANTICIPATED SIGNAGE AND FENCE *2007 QUANTITY 1 Total
UNIT COST 10,390.000
ASSET ID 1033 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 10,390.00
CATEGORY 100 FUTURE COST 19,910.39
SALVAGE VALUE 0.00

PLACED IN SERVICE 6/07
18 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2025

17 YEAR REM LIFE

REMARKS :

The client informs us of their intentions to add unspecified types and
amounts of Fence and Signage in 2007.

After completion of these projects, we will gladly incorporate detailed
information on these components in any future reports.

This asset, and the information contained herein, has been provided by
the client and incorporated into our report at their request.

The cost estimates on this asset have been provided by the client and
incorporated into our report at their request.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Irrigation Backflow Device QUANTITY 1 total
UNIT COST 1,800.000
ASSET ID 1022 PERCENT REPL 33.34%
GROUP/FACILITY 0 CURRENT COST 600.12
CATEGORY 100 FUTURE COST 600.12
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/02
5 YEAR USEFUL LIFE
+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2008
0 YEAR REM LIFE

REMARKS :

Anti-backflow devices must be inspected annually and repaired or replaced
as needed, at intervals not to exceed 5 years in accordance with state law.

The cost used here is to rebuild the unit at 1/3 the cost of replacement.

The actual date this item was placed-in-service was not available. For
budgeting purposes, we have estimated this date based upon its present
condition.

At the time this report was prepared no detailed maintenance or replacement
history was available for this item.

Should a historical record of the replacement or refurbishment activities
for this item become available we will gladly incorporate it in a revised
report.

(In order to accurately fund for future replacements, quantities and
Placed-In-Service dates are required.)
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ABC Courthomes Association
Cash Flow Detail Report by Category

Irrigation Controllers

ASSET ID 1021
GROUP/FACILITY 0
CATEGORY 100

PLACED IN SERVICE
10 YEAR USEFUL LIFE
+0 YEAR ADJUSTMENT

REPLACEMENT YEAR 2008
0 YEAR REM LIFE

8/97

REMARKS:

1 - Rain Bird Irrigation controller:

RESERVE DATA ANALYSIS

QUANTITY 1

UNIT COST 1,202

PERCENT REPL 100.
CURRENT COST 1,202
FUTURE COST 1,202
SALVAGE VALUE 0
24 zone @ $ 1,202.40 =
TOTAL =
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ABC Courthomes Association
Cash Flow Detail Report by Category

Landscape - Periodic Refurbishment QUANTITY 92 Homes
UNIT COST 739.000
ASSET ID 1028 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 67,988.00
CATEGORY 100 FUTURE COST 79,230.88
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
15 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2012

4 YEAR REM LIFE

REMARKS:

Many Agssociations do not reserve funds for periodic refurbishment,
replacement, or improvement to their landscaping. We recommend that the
client consider including at least a modest amount of long term funding for
future landscaping needs to maintain & enhance curb appeal & resale values.

At roughly 15 years of age many ornamental shrubs require replacement since
it becomes impossible to maintain them at a high level of appearance.

Other landscape items will likely require aggressive maintenance at roughly
this same interval. Such as edging and decorative rock beds.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Mailboxes - Pedestal Sets . QUANTITY 1 Total
- UNIT COST 13,034.000
ASSET ID 1026 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 13,034.00
CATEGORY 100 FUTURE COST 15,189.38
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
15 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2012

4 YEAR REM LIFE

REMARKS :
1 set of 12 boxes @ $ 1,376.00 = $ 1,376.00
6 sets of 16 boxes @ 1,943.00 = 11,658.00
TOTAL = S 13,034.00

Historically, cluster box units have been maintained, as needed, by the
Postal Service.

However, we are hearing FREQUENT reports of the Postal Service declining
to repair or REPLACE these boxes.

Therefore, we have included funding for replacement of the mailboxes.

Should the client wish to EXCLUDE funding for this item at this time, we
will gladly exclude replacement of the mailboxes in a revised report.

NOTE :

We strongly urge the client to obtain a written statement from their local
postmaster as to their position on REPLACEMENT of the boxes at the end of
their estimated useful life (approx 15 years).
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ABC Courthomes Association
Cash Flow Detail Report by Category

Retaining Walls- Keystone QUANTITY 1,378 sq ft
UNIT COST 38.500
ASSET ID 1027 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 53,053.00
CATEGORY 100 FUTURE COST 90,641.61
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
25 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2022

14 YEAR REM LIFE

REMARKS :

Due to the effects of freeze-thaw cycles on dry-cast block retaining walls,
it is our opinion that a typical life expectancy of 20-25 years should be
anticipated.

This presumes the base, subgrade and geo grid are sufficiently engineered
and constructed for the specific retaining wall, especially as it pertains
to surface drainage and subterranean hydraulics.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Signs - Traffic ' QUANTITY 1 total
UNIT COST 2,021.000
ASSET ID 1019 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 2,021.00
CATEGORY 100 FUTURE COST 2,355.20
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
15 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2012

4 YEAR REM LIFE

REMARKS :

Traffic signs, reflectorized, with steel post.

2 - "STOP" - 24" x 24" @ $ 270.00 = S 540.00
2 - Street Signs @ 229.20 = 458.00
2 - Speed Limit @ 214.80 = 430.00
2 "Private Road - No Soliciting" @ 296.40 = 593.00

TOTAL = $ 2,021.00

The cost used on this component includes the removal and disposal of the

existing material.
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ABC Courthomes Association
Cash Flow Detail Report by Category

Subterranean Utilities QUANTITY 92 Total
UNIT COST 1,500.000
ASSET ID 1024 PERCENT REPL 100.00%
GROUP/FACILITY 0 CURRENT COST 138,000.00
CATEGORY 100 FUTURE COST 506,766.27
SALVAGE VALUE 0.00

PLACED IN SERVICE 8/97
45 YEAR USEFUL LIFE

+0 YEAR ADJUSTMENT
REPLACEMENT YEAR 2042

34 YEAR REM LIFE

REMARKS :

The client is responsible for the maintenace, repair and replacement to the
subterranean utilities on the common grounds.

This infrastructure represents a significant potential expense, so here we
provide for replacement funding to be accumulated over time to provide for
the inevitable replacement of these components.

Since these components are concealed, and not easily inspected, costs have
been arbitrarily estimated and may, over time, prove to be inadequate.

These amounts may be altered at the request of the client, should they so
desire.

Civil Engineering drawings are sometimes available from the municipality
or County Recorder.
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ABC Courthomes Association
Cash Flow Detail Report by Category
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DETAIL REPORT INDEX

ASSET DESCRIPTION

1032 Added Off-Street Parking - Chipcoat

1031 Added Off-Street Parking - Repair

1030 Added Off-Street Parking - Replace

1033 ANTICIPATED SIGNAGE AND FENCE *2007

1004 Concrete Curbs, Patios, Sidewalks

1012 Doors - Garage, Sectional Metal

1013 Doors - Metal Entry & Storm Doors

1005 Driveways - Asphalt Repairs

1006 Driveways - Asphalt Replacement

1007 Driveways - Seal Coating

1017 Fencing - Vinyl Patio

1011 Gutters & Downspouts

1022 Irrigation Backflow Device

1021 Irrigation Controllers

1028 Landscape - Periodic Refurbishment

1015 Lighting - Coach Lantern, Porch

1018 Lighting - Street

1026 Mailboxes - Pedestal Sets

1027 Retaining Walls- Keystone

1008 Roofs - Composition Shingle

1009 Siding* - Vinyl

1019 Signs - Traffic

1016 Soffit & Fascia, Prefinished Metal

1001 Streets & Pkg - Asphalt Overlay

1002 Streets & Pkg - Asphalt Repairs

1003 Streets & Pkg - Chipcoating

1024 Subterranean Utilities

1014 Windows

1029 Wrapped Jambs - Overhead Doors
TOTAL ASSET LINES INCLUDED: 29
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It’s a whole new ballgame!

MN Statute 515B to get major tune-up in 2010, including:

-Prohibition against using or borrowing from replacement reserves to fund operating expenses.
-Requirement to reevaluate the adequacy of replacement reserves every 3 years.

-Annual Report must identify reserve components & amount of accrued savings.

-Resale Disclosure must list reserve components and the total accrued reserves funding.
-Resale Disclosure must list components and describe funding plans for items not reserved.
Unless otherwise required by your Declaration:

-Funding is optional for components with a remaining useful life greater than 30 years.

-Funding is optional for Limited Common Elements.

If your Declaration provides AND subject to Board & Owners approval every 3 years:
-Certain components may be funded by planned future Special Assessments.

Declarant’s Disclosure must identify:

-The components for which reserves are budgeted & the amount reserved.

-The components whose replacement is planned to be funded by Special or Limited
Assessments at the time the expense is incurred [515B.3-115(c)or(e)] pursuant to new
stipulations in 515B.3-114(a).

A radically different approach.

Reserve funding rules for Minnesota CICs will become extremely flexible, focused more on disclosure than
actually saving funds for all future expenses. It's a dramatic shift from the past mandate to annually budget
adequate reserves for everything the association must replace. Yet this new language does not supersede or
invalidate existing Declarations. Since disclosure of both funded and unfunded components is required, you must
identify & disclose all the components for which the association is responsible and explain how the funds will be
collected. Your association’s declaration determines the amount of flexibility you have— which components must
be reserved for; which are optional and whether approval of both the Board and 51% of the owners is required to
forgo reserve funding. Confused? Get started by reviewing your declaration and making a list of all the specific
components in your community which the association is responsible to maintain, repair and replace.

An RDA Comprehensive Scope Reserve Sudy™ helps simplify your planning.

If you're uncertain about your funding obligations and options, an RDA Comprehensive Scope Reserve Study™
will help simplify your planning. It starts with a detailed 'global’ inventory— complete with replacement costs,
condition assessments and remaining life estimates— for all components the association is responsible to
replace. The initial draft of the report serves as a working document as you determine policies for each
component, to reserve or not, as your documents allow. A revised final version of the report is then produced,
accurately reflecting your plans, policies, procedures and intentions. If this approach is more than you need or
want an RDA Selective Scope Reserve Study™, based on your selected parameters, is also available.

Your RDA Comprehensive Reserve Study™ provides...

® A comprehensive analysis of your operating guidelines and other governing documents to help you determine
the full extent of your maintenance responsibilities and identify your funding options.

® A detailed and complete inventory of all assets for which the association is responsible.

® A complete collection of detail reports for each asset showing placed in service date, useful life, replacement
year, quantity, unit cost, percentage replacement, current cost, future cost, accumulated reserves, salvage
value, required monthly contribution to reserves, accumulated interest, net monthly allocation, and remarks
detailing factors such as design, manufacture quality, usage, exposure to the elements and maintenance
history. Valuable information even for components not funded by reserves!

® A Jong-term reserve budget guide providing highly-accurate thirty-year projections listing total current
replacement costs, annual membership contributions, annual expenditures, projected and ideal ending
reserves and yearly percentages of ideal funding. In addition, color graphs make the projected data easy to
read and use for planning purposes.

® A payment plan which enables your association to satisfy its reserves obligations with the lowest possible
monthly contributions. Adequate funding and affordable monthly fees.

RESERVE DATA ANALYSIS, INC.

1409 Osborne Road NE - Minneapolis, Minnesota 55432 community M__'_lA_
(612) 616-4817 Toll Free - (866) 780-7943 Fax (763) 780-7943 .
info@RDAmMidwest.com www.RDAmidwest.com Association of Professional Reserve Analysts



Part Il Appendix

Legal Issues Affecting Common

Interest Developments- MINNESOTA STATUTE 515B [©2005]

In addition to the broad, general fiduciary responsibilities legally imposed on Directors and Officers of
all corporations, the state of Minnesota has specific statutes relating to the creation, operation,
maintenance, management, and reporting practices of Common Interest Communities. The following is
the text of Minnesota Statute 515B, the Minnesota Common Interest Ownership Act, which specifically
addresses issues affecting Common Interest Communities. For most intents and purposes, Chapter
515B supersedes Chapter 515A and much of 515; see 515B1-102, APPLICABILITY.

The legislature routinely amends statutes. Specific questions regarding your legal obligations should
be referred to your association attorney, accountant or manager.
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Minnesota Statutes 2005, Chapter 515B.
Copyright 2005 by the Office of Revisor of Statutes, State of Minnesota.

515B. 1- 101 SHORT TI TLE.

Sections 515B. 1-101 t hrough 515B. 4-118 may be cited as the
M nnesota Common | nterest Oanership Act.

H ST: 1993 ¢ 222 art 1 s 1

515B. 1- 102 APPL| CABI LI TY.

(a) Except as provided in this section, this chapter, and
not chapters 515 and 515A, applies to all comron interest
communities created within this state on and after June 1, 1994.

(b) The applicability of this chapter to common interest
comunities created prior to June 1, 1994, shall be as foll ows:

(1) This chapter shall apply to condom ni uns created under
chapter 515A with respect to events and circunstances occurring
on and after June 1, 1994; provided (i) that this chapter shal
not invalidate the declarations, bylaws or condom nium plats of
t hose condom niuns, and (ii) that chapter 515A, and not this
chapter, shall govern all rights and obligations of a decl arant
of a condom nium created under chapter 515A, and the rights and
clains of unit owners against that decl arant.

(2) The following sections in this chapter apply to
condom ni uns created under chapter 515: 515B.1-104 (Variation
by Agreement); 515B. 1-105 (Separate Titles and Taxation);
515B. 1- 106 (Applicability of Local Ordinances, Regul ations, and
Bui | di ng Codes); 515B.1-107 (Em nent Domain); 515B.1-108
(Suppl enental CGeneral Principles of Law Applicable); 515B.1-109
(Construction Against Inplicit Repeal); 515B.1-112
(Unconsci onabl e Agreenent or Term of Contract); 515B.1-113
(oligation of Good Faith); 515B.1-114 (Renedies to be Liberally
Admi ni stered); 515B.1-115 (Notice); 515B.1-116 (Recording);
515B. 2- 103 (Construction and Validity of Declaration and
Byl aws); 515B. 2-104 (Description of Units); 515B.2-108(d)

(Al'l ocation of Interests); 515B.2-109(c) (Conmon El enents and
Limted Conmon El enents); 515B.2-112 (Subdivision or Conversion
of Units); 515B.2-113 (Alteration of Units); 515B.2-114

(Rel ocati on of Boundaries Between Adjoining Units); 515B.2-115
(M nor Variations in Boundaries); 515B.2-118 (Arendnent of

Decl aration); 515B.2-119 (Term nation of Common | nterest

Conmmuni ty); 515B. 3-102 (Powers of Unit Oaners' Association);
515B. 3-103(a), (b), and (g) (Board; Directors and Oficers;

Peri od of Declarant Control); 515B.3-107 (Upkeep of Comon
Interest Community); 515B.3-108 (Meetings); 515B. 3-109
(Quoruns); 515B.3-110 (Voting; Proxies); 515B.3-111 (Tort and
Contract Liability); 515B.3-112 (Conveyance or Encunbrance of
Common El ements); 515B.3-113 (Insurance); 515B.3-114 (Reserves;
Sur plus Funds); 515B.3-115 (c), (e), (f), (g), (h), and (i)
(Assessnents for Common Expenses); 515B.3-116 (Lien for
Assessnents); 515B.3-117 (Qther Liens); 515B.3-118 (Association
Records); 515B. 3-119 (Association as Trustee); 515B. 3-121
(Accounting Controls); 515B. 4-107 (Resale of Units); 515B.4-108
(Purchaser's Right to Cancel Resale); and 515B.4-116 (Rights of
Action; Attorney's Fees). Section 515B.1-103 (Definitions)
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shall apply to the extent necessary in construing any of the
sections referenced in this section. Sections 515B.1-105,
515B. 1- 106, 515B.1-107, 515B.1-116, 515B.2-103, 515B. 2- 104,
515B.2-118, 515B. 3-102, 515B.3-110, 515B.3-111, 515B. 3-113,

515B. 3-116, 515B.3-117, 515B.3-118, 515B.3-121, 515B. 4-107
515B. 4- 108, and 515B.4-116 apply only with respect to events and
ci rcunst ances occurring on and after June 1, 1994. Al other
sections referenced in this section apply only with respect to
events and circunstances occurring after July 31, 1999. A
section referenced in this section does not invalidate the

decl arations, bylaws or condom nium plats of condom ni uns
created before August 1, 1999. But all sections referenced in
this section prevail over the declarations, bylaws, ClC plats,
rul es and regul ati ons under them of condom niuns created before
August 1, 1999, except to the extent that this chapter defers to
t he decl arations, bylaws, CIC plats, or rules and regul ations

i ssued under them

(3) This chapter shall not apply to cooperatives and
pl anned comunities created prior to June 1, 1994; except by
el ection pursuant to subsection (d), and except that sections
515B. 1- 116, subsections (a), (c), (d), (e), (f), and (h),
515B. 4- 107, and 515B. 4-108, apply to all planned communities and
cooperatives regardl ess of when they are created, unless they
are exenpt under subsection (e).

(c) This chapter shall not invalidate any anmendnent to the
decl aration, bylaws or condon nium plat of any condom ni um
created under chapter 515 or 515A if the anmendnent was recorded
before June 1, 1994. Any anendnent recorded on or after June 1
1994, shall be adopted in conformty with the procedures and
requi renents specified by those instrunments and by this
chapter. |If the amendnent grants to any person any rights,
powers or privileges permtted by this chapter, all correlative
obligations, liabilities and restrictions contained in this
chapter shall also apply to that person

(d) Any condomi ni um created under chapter 515, any pl anned
conmuni ty or cooperative which would be exenpt fromthis chapter
under subsection (e), or any planned conmunity or cooperative
created prior to June 1, 1994, may elect to be subject to this
chapter, as follows:

(1) The election shall be acconplished by recording a
decl arati on or anmended decl aration, and a new or anended CIC
pl at where required, and by approving byl aws or anended byl aws,
which conformto the requirenments of this chapter, and which, in
the case of amendnents, are adopted in conformity with the
procedures and requirements specified by the existing
decl aration and byl aws of the comon interest community, and by
any applicable statutes.

(2) I'n a condom nium the preexisting condom ni um pl at
shall be the CC plat and an anended ClI C plat shall be required
only if the amended decl arati on or byl aws contain provisions
i nconsistent with the preexisting condonm niumplat. The
condom nium s Cl C nunber shall be the apartnent ownership nunber
or condom ni um nunber originally assigned to it by the recording
officer. 1In a cooperative in which the unit owners' interests
are characterized as real estate, a CIC plat shall be required.

© Copyright 2005/2006 RESERVE DATA ANALYSIS, INC. - MIDWEST REGION ~ MINNEAPOLIS: (612) 616-4817 TOLL FREE: (866) 780-7943
page 4



In a planned comunity, the preexisting plat recorded pursuant
to chapter 505, 508, or 508A, or the part of the plat upon which
the conmon interest conmunity is | ocated, shall be the ClIC plat.

(3) The anmendnent shall conply with section
515B. 2-118(a) (3).

(4) Except as permitted by paragraph (3), no declarant,
affiliate of declarant, association, nmaster association nor unit
owner may acquire, increase, waive, reduce or revoke any
previously existing warranty rights or causes of action that one
of said persons has agai nst any other of said persons by reason
of exercising the right of election under this subsection.

(5) A common interest comunity which elects to be subject
to this chapter may, as a part of the election process, change
its formof ownership by conplying with section 515B. 2-123.

(e) Except as otherw se provided in this subsection, this
chapter shall not apply, except by election pursuant to
subsection (d), to the follow ng:

(1) a planned community which consists of two units, which
utilizes a common interest community plat conplying with section
515B. 2-110(d) (1) and (2), which is not subject to any rights to
subdi vide or convert units or to add additional real estate, and
which is not subject to a naster association;

(2) a common interest community where the units consi st
solely of separate parcels of real estate designed or utilized
for detached single famly dwellings or agricultural purposes,
and where the association or a naster association has no
obligation to maintain any building containing a dwelling or any
agricul tural building;

(3) a cooperative where, at the time of creation of the
cooperative, the unit owners' interests in the dwellings as
described in the declaration consist solely of proprietary
| eases having an unexpired termof fewer than 20 years,

i ncl udi ng renewal options;

(4) planned comunities utilizing a comon interest
community plat conplying with section 515B.2-110(d) (1) and (2)
and cooperatives, which are [imted by the declaration to
nonresi denti al use; or

(5) real estate subject only to an instrunent or
instruments filed primarily for the purpose of creating or
nmodi fying rights with respect to access, utilities, parking,
ditches, drainage, or irrigation

(f) Section 515B.1-106 shall apply to all conmmon interest
communities.

H ST: 1993 ¢ 222 art 1 s 2; 1994 c 388 art 4 s 1, 1995 c 92 s
4; 1999 c 11 art 2 s 1; 2000 c 260 s 72; 2000 c 320 s 3; 2001 c
7 s 82; 2005 c 121 s 1
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515B. 1- 103 DEFI NI TI ONS.

In the declaration and byl aws, unless specifically provided
otherwi se or the context otherwi se requires, and in this chapter

(1) "Additional real estate" nmeans real estate that may be
added to a flexible comon interest conmmunity.

(2) "Affiliate of a declarant™ neans any person who
controls, is controlled by, or is under common control with a
decl arant .

(A) A person "controls" a declarant if the person (i) is a
general partner, officer, director, or enployer of the
declarant, (ii) directly or indirectly or acting in concert wth
one or nore other persons, or through one or nore subsidiaries,
owns, controls, holds with power to vote, or holds proxies
representing, nore than 20 percent of the voting interest in the
declarant, (iii) controls in any manner the election of a
majority of the directors of the declarant, or (iv) has
contributed nore than 20 percent of the capital of the declarant.

(B) A person "is controlled by" a declarant if the
declarant (i) is a general partner, officer, director, or
enpl oyer of the person, (ii) directly or indirectly or acting in
concert with one or nore other persons, or through one or nore
subsi di aries, owns, controls, holds with power to vote, or holds
proxi es representing, nore than 20 percent of the voting
interest in the person, (iii) controls in any manner the
election of a majority of the directors of the person, or (iv)
has contributed nore than 20 percent of the capital of the
person.

(C) Control does not exist if the powers described in this
subsection are held solely as a security interest and have not
been exerci sed.

(3) "Allocated interests"” neans the following interests
allocated to each unit: (i) in a condom nium the undivided
interest in the conmon el enents, the conmon expense liability,
and votes in the association; (ii) in a cooperative, the conmon
expense liability and the ownership interest and votes in the
association; and (iii) in a planned conmunity, the comon
expense liability and votes in the association

(4) "Association” neans the unit owners' association
organi zed under section 515B. 3-101

(5) "Board" neans the body, regardless of nane, designated
in the articles of incorporation, bylaws or declaration to act
on behal f of the association, or on behalf of a master
associ ati on when so identified.

(6) "CIC plat" neans a comon interest community plat
described in section 515B. 2-110.

(7) "Common el enents” means all portions of the common
i nterest community other than the units.

(8) "Conmmon expenses” means expenditures nade or
liabilities incurred by or on behalf of the association, or
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mast er associ ati on when so identified, together with any
al |l ocations to reserves.

(9) "Conmmon expense liability" neans the liability for
common expenses all ocated to each unit pursuant to section
515B. 2- 108.

(10) "Common interest comunity" or "CIC' nmeans conti guous
or noncontiguous real estate within Mnnesota that is subject to
an instrunent which obligates persons owning a separately
descri bed parcel of the real estate, or occupying a part of the
real estate pursuant to a proprietary |ease, by reason of their
owner shi p or occupancy, to pay for (i) real estate taxes |levied
against; (ii) insurance prem uns payable with respect to; (iii)
mai nt enance of; or (iv) construction, maintenance, repair or
repl acenent of inprovenents |ocated on, one or nore parcels or
parts of the real estate other than the parcel or part that the
person owns or occupies. Real estate which satisfies the
definition of a common interest comunity is a conmon interest
community whether or not it is subject to this chapter. Rea
estate subject to a master association, regardless of when the
mast er associ ation was forned, shall not collectively constitute
a separate common interest community unless so stated in the
mast er declaration recorded against the real estate pursuant to
section 515B. 2-121, subsection (f)(1).

(11) "Condom ni um means a common interest comunity in
which (i) portions of the real estate are designated as units,
(ii) the remai nder of the real estate is designated for common
ownership solely by the owners of the units, and (iii) undivided
interests in the comon el enents are vested in the unit owners.

(12) "Conversion property"” means real estate on which is
| ocated a building that at any tinme within two years before
creation of the common interest comunity was occupied for
residential use wholly or partially by persons other than
purchasers and persons who occupy with the consent of purchasers.

(13) "Cooperative" means a common interest comunity in
which the real estate is owned by an associ ation, each of whose
menbers is entitled by virtue of the menber's ownership interest
in the association to a proprietary | ease.

(14) "Dealer"” means a person in the business of selling
units for the person's own account.

(15) "Declarant” means:

(i) if the common interest community has been created, (A)
any person who has executed a declaration, or an amendnent to a
declaration to add additional real estate, except secured
parties, persons whose interests in the real estate will not be
transferred to unit owners, or, in the case of a |easehold
common interest comunity, a |essor who possesses no speci al
declarant rights and who is not an affiliate of a declarant who
possesses special declarant rights, or (B) any person who
reserves, or succeeds under section 515B. 3-104 to any speci al
declarant rights; or

(ii) any person or persons acting in concert who have
offered prior to creation of the comon interest community to
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transfer their interest in a unit to be created and not
previously transferred.

(16) "Declaration" means any instrument, however
denom nated, that creates a conmon interest conmunity.

(17) "Dispose" or "disposition" means a voluntary transfer
to a purchaser of any legal or equitable interest in the comon
interest community, but the term does not include the transfer
or release of a security interest.

(18) "Fl exible comobn interest community” nmeans a conmon
interest community to which additional real estate may be added.

(19) "Leasehold conmon interest conmunity"” means a common
interest comunity in which all or a portion of the real estate
is subject to a |l ease the expiration or termnation of which
will term nate the conmon interest conmunity or reduce its size.

(20) "Limted common el ement” nmeans a portion of the comon
el ements allocated by the declaration or by operation of section
515B. 2-102(d) or (f) for the exclusive use of one or nore but
fewer than all of the units.

(21) "Master association” neans an entity created on or
after June 1, 1994, that directly or indirectly exercises any of
the powers set forth in section 515B. 3-102 on behal f of one or
nore nenbers described in section 515B.2-121(b), (i), (ii) or
(iii), whether or not it also exercises those powers on behal f
of one or nore property owner's associations described in
section 515B.2-121(b)(iv). A person (i) hired by an association
to perform nai nt enance, repair, accounting, bookkeeping or
managenent services, or (ii) granted authority under an
instrunment recorded primarily for the purpose of creating rights
or obligations with respect to utilities, access, drainage, or
recreational anenities, is not, solely by reason of that
rel ati onship, a master associ ation.

(22) "Master declaration” neans a witten instrunent,
however naned, (i) recorded on or after June 1, 1994, agai nst
property subject to powers exercised by a master association and
(ii) conplying with section 515B. 2-121, subsection (f)(1).

(23) "Period of declarant control” nmeans the tine period
provided for in section 515B.3-103(c) during which the decl arant
may appoi nt and renove officers and directors of the association

(24) "Person" nmeans an individual, corporation, limted
liability conpany, partnership, trustee under a trust, persona
representative, guardi an, conservator, governnment, governnenta
subdi vi si on or agency, or other |legal or commercial entity
capabl e of holding title to real estate.

(25) "Planned community"” means a common interest comunity
that is not a condom niumor a cooperative. A condom nium or
cooperative may be a part of a planned conmunity.

(26) "Proprietary | ease"” neans an agreenent with a
cooperative associ ati on whereby a nmenber of the association is
entitled to exclusive possession of a unit in the cooperative.
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(27) "Purchaser” means a person, other than a decl arant,
who by nmeans of a voluntary transfer acquires a |egal or
equitable interest in a unit other than (i) a | easehold interest
of less than 20 years, including renewal options, or (ii) a
security interest.

(28) "Real estate" nmeans any fee sinple, |easehold or other
estate or interest in, over, or under |and, including
structures, fixtures, and other inprovenents and interests that
by custom usage, or law pass with a conveyance of |and though
not described in the contract of sale or instrunent of
conveyance. "Real estate" may include spaces with or w thout
upper or |ower boundaries, or spaces wthout physical boundari es.

(29) "Residential use" neans use as a dwelling, whether
primary, secondary or seasonal, but not transient use such as
hotels or notels.

(30) "Secured party" means the person owning a security
i nterest as defined in paragraph (31).

(31) "Security interest” neans a perfected interest in rea
estate or personal property, created by contract or conveyance,
whi ch secures paynment or performance of an obligation. The term
includes a nortgagee's interest in a nortgage, a vendor's
interest in a contract for deed, a lessor's interest in a | ease
i ntended as security, a holder's interest in a sheriff's
certificate of sale during the period of redenption, an
assignee's interest in an assignment of |eases or rents intended
as security, a lender's interest in a cooperative share |oan, a
pl edgee's interest in the pledge of an ownership interest, or
any other interest intended as security for an obligation under
a witten agreenent.

(32) "Special declarant rights" means rights reserved in
the declaration for the benefit of a declarant to:

(i) conplete inprovenents indicated on the ClC plat,
pl anned by the declarant consistent with the disclosure
statement or authorized by the municipality in which the CICis
| ocat ed;

(ii) add additional real estate to a common i nterest
conmuni ty;

(iii) subdivide or combine units, or convert units into
common el enents, limted conmon el enents and/ or units;

(iv) maintain sales offices, managenent offices, signs
advertising the common interest comunity, and nodels;

(v) use easenents through the common el enments for the
pur pose of making inprovenents w thin the conmon interest
community or any additional real estate;

(vi) create a nmaster association and provide for the
exerci se of authority by the master association over the conmon
interest community or its unit owners;

(vii) merge or consolidate a common interest community with
anot her common interest comunity of the sane form of ownership;
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or

(viii) appoint or renove any officer or director of the
associ ation, or the master association where applicable, during
any period of declarant control

(33) "Time share" neans a right to occupy a unit or any of
several units during three or nore separate tinme periods over a
period of at least three years, including renewal options,
whet her or not coupled with an estate or interest in a comon
i nterest comunity or a specified portion thereof.

(34) "Unit" nmeans a portion of a commopn interest comunity
t he boundaries of which are described in the comon interest
community's declaration and which is intended for separate
owner shi p or separate occupancy pursuant to a proprietary |ease.

(35) "Unit identifier" neans English letters or Arabic
nuneral s, or a conbination thereof, which identify only one unit
in a comon interest conmunity and whi ch neet the requirenents
of section 515B. 2-104.

(36) "Unit owner"” neans a decl arant or other person who
owns a unit, a lessee under a proprietary |lease, or a | essee of
a unit in a | easehold comon interest comunity whose | ease
expires simultaneously with any | ease the expiration or
term nation of which will renove the unit fromthe common
i nterest community, but does not include a secured party. 1In a
common interest community, the declarant is the unit owner of a
unit until that unit has been conveyed to another person

H ST: 1993 ¢ 222 art 1 s 3; 1994 c 388 art 4 s 2; 1995 c 92 s
5; 1999 ¢ 11 art 2 s 2; 2000 c¢ 260 s 73; 2005 c 121 s 2

515B. 1- 104 VARI ATI ON BY AGREEMENT.

The provisions of this chapter may not be varied by
agreenment, and rights conferred by it nmay not be wai ved, except
as expressly provided in this chapter. A declarant may not act
under a power of attorney, or use any other device, to evade the
[imtations or prohibitions of this chapter or the declaration

H ST: 1993 ¢ 222 art 1 s 4

515B. 1- 105 SEPARATE TI TLES AND TAXATI ON.

(a) I'n a cooperative:

(1) The unit owners' interests in units and their allocated
interests are wholly personal property, unless the declaration
provides that the interests are wholly real estate. The
characterization of these interests as real or personal property
shal |l not affect whether honestead exenptions or classifications

apply.

(2) The ownership interest in a unit which may be sold,
conveyed, voluntarily or involuntarily encunbered, or otherw se
transferred by a unit owner, is the right to possession of that
unit under a proprietary |ease coupled with the all ocated
interests of that unit, and the association's interest in that
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unit is not affected by the transaction
(b) I'n a condom ni um or planned conmunity:

(1) Each unit, and its allocated interest in the comon
el ements, constitutes a separate parcel of real estate.

(2) If there is any unit owner other than a decl arant, each
unit shall be separately taxed and assessed, and no separate tax
or assessnent may be rendered agai nst any conmon el enments.

(c) Aunit used for residential purposes together wth not
nore than three units used for vehicul ar parking, and their
common el ement interests, shall be treated as one parcel of rea
estate in determ ning whet her honmestead exenptions or
classifications apply.

H ST: 1993 ¢ 222 art 1 s 5; 1994 c 388 art 4 s 3; 1997 c 84
art 1 s 5

515B. 1- 106 APPLI CABI LI TY OF LOCAL REQUI REMENTS.

(a) Except as provided in subsections (b) and (c), a
zoni ng, subdivision, building code, or other real estate use
| aw, ordinance, charter provision, or regulation may not
directly or indirectly prohibit the conmon interest community
form of ownership or inpose any requirenment upon a conmon
i nterest community, upon the creation or disposition of a conmon
i nterest community or upon any part of the comon interest
conmuni ty conversion process which it would not inpose upon a
physically sinilar devel opnent under a different form of
ownership. Qherwi se, no provision of this chapter invalidates
or nodi fies any provision of any zoning, subdivision, building
code, or other real estate use |aw, ordinance, charter
provi sion, or regulation.

(b) Subsection (a) shall not apply to any ordi nance, rule,
regul ati on, charter provision or contract provision relating to
the financing of housing construction, rehabilitation, or
pur chases provided by or through a housing finance program
est abl i shed and operated pursuant to state or federal |aw by a
state or local agency or local unit of governnent.

(c) A statutory or honme rule charter city, pursuant to an
ordi nance or charter provision establishing standards to be
applied uniformy within its jurisdiction, may prohibit or
i npose reasonabl e conditi ons upon the conversion of buildings
occupi ed wholly or partially for residential use to the comon
interest comunity formof ownership only if there exists within
the city a significant shortage of suitable rental dwellings
avail able to | ow and noderate incone individuals or fam lies or
to establish or maintain the city's eligibility for any federa
or state program providing direct or indirect financial
assi stance for housing to the city. Prior to the adoption of an
ordi nance pursuant to the authority granted in this subsection
the city shall conduct a public hearing. Any ordi nance or
charter provision adopted pursuant to this subsection shall not
apply to any existing or proposed conversion comopn interest
community (i) for which a bona fide | oan conmtnent for a
consi derati on has been issued by a lender and is in effect on
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the date of adoption of the ordi nance or charter provision, or
(ii) for which a notice of conversion or intent to convert
requi red by section 515B.4-111, containing a termnation of
tenancy, has been given to at |east 75 percent of the tenants
and subtenants in possession prior to the date of adoption of
t he ordi nance or charter provision

(d) For purposes of providing marketable title, a statenent
in the declaration that the comon interest community is not
subj ect to an ordi nance or that any conditions required under an
ordi nance have been conplied with shall be prima facie evidence
that the conmmon interest conmunity was not created in violation
of the ordinance.

(e) Aviolation of an ordi nance or charter provision
adopt ed pursuant to the provisions of subsection (b) or (c)
shall not affect the validity of a comon interest conmunity.
Thi s subsection shall not be construed to in any way limt the
power of a city to enforce the provisions of an ordi nance or
charter provision adopted pursuant to subsection (b) or (c).

(f) Any ordi nance or charter provision enacted hereunder
shall not be effective for a period exceeding 18 nont hs.

H ST: 1993 ¢ 222 art 1 s 6; 2005 ¢ 121 s 3

515B. 1- 107 EM NENT DQOVAI N.

(a) If aunit is acquired by em nent domain, or if part of
a unit is acquired by em nent domain |eaving the unit owner wth
a remmant which may not practically or lawfully be used for any
mat eri al purpose permtted by the declaration, the award shal
conpensate the unit owner and secured party in the unit as their
i nterests may appear, whether or not any comon el enent interest
is acquired. Upon acquisition, unless the order or fina
certificate otherwi se provides, that unit's allocated interests
are automatically reall ocated anmong the remaining units in
proportion to their respective allocated interests prior to the
taki ng, and the association shall pronptly prepare, execute, and
record an amendnent to the declaration reflecting the
allocations. Any remmant of a unit remaining after part of a
unit is taken under this subsection is thereafter a common
el enent .

(b) Except as provided in subsection (a), if part of a unit
is acquired by em nent domain, the award shall conpensate the
unit owner and secured party for the reduction in value of the
unit and its interest in the conmon el enents, whether or not any
common el ements are acquired. Upon acquisition, unless the
order or final certificate otherw se provides, (i) that unit's
allocated interests are reduced in proportion to the reduction
in the size of the unit, or on any other basis specified in the
declaration and (ii) the portion of the allocated interests
divested fromthe partially acquired unit are automatically
reallocated to that unit and to the remaining units in
proportion to the respective allocated interests of those units
before the taking, with the partially acquired unit
participating in the reallocation on the basis of its reduced
all ocated interests.
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(c) If part of the common elenments is acquired by em nent
domain, the portion of the award attributable to the comon
el ements taken shall be paid to the association. |In an eni nent
domai n proceedi ng which seeks to acquire a part of the comon
el ements, jurisdiction may be acquired by service of process
upon the association. Unless the declaration provides
ot herwi se, any portion of the award attributable to the
acquisition of a limted comon el enent shall be equally divided
anong the owners of the units to which that Iimted conmon
el ement was allocated at the time of acquisition and their
secured parties, as their interests nmay appear or as provided by
t he decl arati on.

(d) I'n any em nent domain proceeding the units shall be
treated as separate parcels of real estate for valuation
pur poses, regardl ess of the number of units subject to the
pr oceedi ng.

(e) Any distribution to a unit owner fromthe proceeds of
an em nent domain award shall be subject to any limtations
i nposed by the declaration or byl aws.

(f) The court order or final certificate containing the
final awards shall be recorded in every county in which any
portion of the comon interest conmmunity is |ocated.

H ST: 1993 ¢ 222 art 1 s 7; 2005 c 121 s 4

515B. 1-108 THI S CHAPTER PREVAI LS; SUPPLEMENTAL LAW

The principles of law and equity, including the | aw of
corporations, the |law of real property, the lawrelative to
capacity to contract, principal and agent, em nent domain,
estoppel, fraud, m srepresentation, duress, coercion, m stake,
recei vership, substantial performance, or other validating or
i nval i dating cause suppl enent the provisions of this chapter
except to the extent inconsistent with this chapter

H ST: 1993 ¢ 222 art 1 s 8

515B. 1- 109 CONSTRUCTI ON AGAI NST | MPLI CI T REPEAL.

This chapter being a general act intended as a unified
coverage of its subject matter, no part of it shall be construed
to be inpliedly repeal ed by subsequent legislation if that
constructi on can reasonably be avoi ded.

H ST: 1993 ¢ 222 art 1 s 9

515B. 1- 110 REPEALED, 1996 C 310 S 1

515B. 1- 111 REPEALED, 1996 C 310 S 1

515B. 1- 112 UNCONSCI ONABLE AGREEMENT OR TERM OF CONTRACT.

(a) The court, upon finding as a matter of law that a
contract or contract clause was unconscionable at the tinme the
contract was nmade, may refuse to enforce the contract, enforce
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the remai nder of the contract w thout the unconsci onabl e cl ause,
or limt the application of any unconsci onabl e cl ause in order
to avoid an unconscionable result.

(b) Whenever it is clained, or appears to the court, that a
contract or any contract clause is or may be unconsci onabl e, the
parties, in order to aid the court in making the determ nation
shal |l be afforded a reasonabl e opportunity to present evidence
as to:

(1) the conmercial setting of the negotiations;

(2) whether a party has know ngly taken advantage of the
inability of the other party reasonably to protect the other
party's interests by reason of physical or nmental infirmty,
illiteracy, inability to understand the |anguage of the
agreement, or simlar factors;

(3) the effect and purpose of the contract or clause; and

(4) if a sale, any gross disparity, at the time of
contracting, between the anmount charged for the property and the
val ue of that property neasured by the price at which simlar
property was readily obtainable in simlar transaction
provided, that this factor shall not, of itself, render the
contract unconsci onabl e.

H ST: 1993 ¢ 222 art 1 s 12

515B. 1- 113 OBLI GATI ON OF GOOD FAI TH.

Every contract or duty governed by this chapter inposes an
obligation of good faith in its perfornmance or enforcenent.

H ST: 1993 ¢ 222 art 1 s 13

515B. 1- 114 REMEDI ES TO BE LI BERALLY ADM NI STERED.

(a) The renedies provided by this chapter shall be
liberally adm nistered to the end that the aggrieved party is
put in as good a position as if the other party had fully
performed. However, consequential, special, or punitive damages
may not be awarded except as specifically provided in this
chapter or by other rule of |aw

(b) Any right or obligation declared by this chapter is
enforceabl e by judicial proceeding, unless the provision
declaring it provides otherw se.

H ST: 1993 ¢ 222 art 1 s 14

515B. 1- 115 NOTI CE.

Except as otherwi se stated in this chapter all notices
required by this chapter shall be in witing and shall be
ef fecti ve upon hand delivery, or upon mailing if properly
addressed with postage prepaid and deposited in the United
States mail .

H ST: 1993 ¢ 222 art 1 s 15
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515B. 1- 116 RECORDI NG

(a) A declaration, bylaws, any amendnent to a decl aration
or byl aws, and any other instrument affecting a comon interest
community shall be entitled to be recorded. |In those counties
whi ch have a tract index, the county recorder shall enter the
declaration in the tract index for each unit or other tract
affected. The county recorder shall not enter the declaration
in the tract index for |ands described as additional rea
estate, unless such |lands are added to the comon interest
conmuni ty pursuant to section 515B.2-111. The registrar of
titles shall file the declaration in accordance with section
508. 351 or 508A.351. The registrar of titles shall not file the
decl aration upon certificates of title for |ands described as
additional real estate, unless such |lands are added to the
common interest community pursuant to section 515B.2-111

(b) The recording officer shall upon request pronptly
assign a nunmber (ClC nunber) to a common interest comunity to
be formed or to a common interest conmunity resulting fromthe
merger of two or nore common interest comunities.

(c) Docunments recorded pursuant to this chapter shall in
the case of registered land be filed, and references to the
recordi ng of docunments shall nmean filed in the case of
regi stered | and.

(d) Subject to any specific requirenments of this chapter
if a recorded docunent relating to a conmon interest conmmunity
or a master association purports to require a certain vote or
si gnatures approving any restatenent or amendnent of the
docunent by a certain nunber or percentage of unit owners or
secured parties, and if the anmendnment or restatenent is to be
recorded, an affidavit of the president or secretary of the
association stating that the required vote or signatures have
been obtained shall be attached to the docunent to be recorded
and shall constitute prima facie evidence of the representations
cont ai ned t herein.

(e) If a cormon interest comunity is |ocated on registered
| and, the recording fee for any docunent affecting two or nore
units shall be $46 for the first ten affected certificates and
$10 for each additional affected certificate. This provision
shall not apply to recording fees for deeds of conveyance, wth
t he exception of deeds given pursuant to sections 515B.2-119 and
515B. 3-112. The sane fees shall apply to recordi ng any docunent
affecting two or nore units or other parcels of real estate
subject to a master declaration

(f) Except as permitted under this subsection, a recording
of ficer shall not file or record a declaration creating a new
common i nterest comunity, unless the county treasurer has
certified that the property taxes payable in the current year
for the real estate included in the proposed comon interest
communi ty have been paid. This certification is in addition to
the certification for delinquent taxes required by section
272.12. In the case of preexisting conmon interest conmunities,
the recording officer shall accept, file, and record the
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follow ng instrunents, without requiring a certification as to
the current or delinquent taxes on any of the units in the
common interest community: (i) a declaration subjecting the
common interest comunity to this chapter; (ii) a declaration
changing the formof a conmon interest conmunity pursuant to
section 515B.2-123; or (iii) an amendnent to or restatenent of
t he decl aration, bylaws, or CIC plat. |In order for an
instrument to be accepted and recorded under the preceding
sentence, the instrument nust not create or change unit or
conmon area boundari es.

H ST: 1993 ¢ 222 art 1 s 16; 1994 c 388 art 4 s 4; 1995 c 92 s
6; 1997 ¢ 84 art 1 s 6; 1999 ¢ 11 art 2 s 3; 2000 ¢ 320 s 4;
2001 ¢ 50 s 28; 2003 c 127 art 5 s 45; 2005 ¢ 121 s 5; 2005 c
136 art 14 s 11; 1Sp2005 ¢ 7 s 15

515B. 2- 101 CREATI ON OF COWMON | NTEREST COVMUNI Tl ES.

(a) On and after June 1, 1994, a common interest comunity
may be created only as foll ows:

(1) A condom nium may be created only by recording a
decl arati on.

(2) A cooperative may be created only by recording a
decl aration and by recording a conveyance of the real estate
subject to that declaration to the association

(3) A planned community which includes comon el enents may
be created only by simultaneously recording a declaration and a
conveyance of the common el enents subject to that declaration to
t he associ ati on.

(4) A planned community w thout common el ements may be
created only by recording a declaration

(b) Except as otherw se expressly provided in this chapter,
t he decl arati on shall be executed by all persons whose interests
inthe real estate will be conveyed to unit owners or to the
associ ati on, except vendors under contracts for deed, and by
every |lessor of a |lease the expiration or termnation of which
will term nate the conmon interest conmunity. The declaration
shall be recorded in every county in which any portion of the
common interest community is |located. Failure of any party not
required to execute a declaration, but having a recorded
interest in the conmmon interest conmmunity, to join in the
decl aration shall have no effect on the validity of the comon
i nterest comunity; provided that the party is not bound by the
declaration until that party acknow edges the existence of the
common interest community in a recorded instrunent.

(c) I'n a condom nium a planned community utilizing a CIC
pl at conplying with section 515B. 2-110(c), or a cooperative
where the unit boundaries are delineated by a structure, a
decl aration, or an anendnent to a declaration adding units,
shall not be recorded unless the structural components of the
structures containing the units and the nechani cal systens
serving nore than one unit, but not the units, are substantially
conpl eted, as evidenced by a recorded certificate executed by a
regi stered engi neer or architect.
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(d) A project which (i) nmeets the definition of a "comon
interest comunity" in section 515B. 1-103(10), (ii) is created
after May 31, 1994, and (iii) is not exenpt under section
515B. 1-102(e), is subject to this chapter even if this or other
sections of the chapter have not been conplied with, and the
declarant and all unit owners are bound by all requirenents and
obligations of this chapter

(e) The association shall be incorporated pursuant to
section 515B. 3-101 and the CIC plat shall be recorded as and if
requi red by section 515B. 2-110.

H ST: 1993 ¢ 222 art 2 s 1; 1999 ¢ 11 art 2 s 4; 2005 c 121 s

515B. 2-102 UNI T BOUNDARI ES.

(a) The decl aration shall describe the boundaries of the
units as provided in section 515B.2-105(5). The boundari es need
not be delineated by a physical structure. The unit may consi st
of nonconti guous portions of the comon interest conmunity.

(b) I'n a condomi nium a cooperative, or a planned conmunity
utilizing a CIC plat conplying with section 515B. 2-110(c),
except as the declaration otherwi se provides, if the walls,
floors, or ceilings of a unit are designated as its boundari es,
then the boundaries shall be the interior, unfinished surfaces
of the perinmeter walls, floors, ceilings, doors, w ndows, and
door and wi ndow frames of the unit. All paneling, tiles,
wal | paper, paint, floor covering, and any other finishing
materials applied to the interior surfaces of the perineter
wal l's, floors or ceilings, are a part of the unit, and all other
portions of the perineter walls, floors, ceilings, doors,
wi ndows, and door and w ndow franes, are a part of the comon
el enent s.

(c) I'n a planned comunity utilizing a C C plat conplying
with section 515B.2-110(d) (1) and (2), except as the declaration
ot herwi se provides, the unit boundaries shall be the lot |ines
designated on a plat recorded pursuant to chapter 505.

(d) If any chute, flue, duct, wire, pipe, conduit, bearing
wal I, bearing colum, or any other fixture serving fewer than
all units lies partially within and partially outside of the
boundaries of the unit or units served, any portion thereof
serving only that unit or units is a limted common el enent
all ocated solely to that unit or units, and any portion thereof
serving any portion of the comon elenents is a part of the
common el enents.

(e) Subject to subsection (d), all spaces, interior
partitions, and other fixtures and inprovenents within the
boundaries of a unit are a part of the unit.

(f) I'nprovements such as shutters, awni ngs, w ndow boxes,
door st eps, stoops, porches, bal conies, decks, patios, perineter
doors and wi ndows, and their franmes, constructed as part of the
original construction to serve a single unit, and authorized
repl acenents and nodifications thereof, if |located wholly or
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partially outside the unit's boundaries, are limted comon
el ements allocated exclusively to that unit.

H ST: 1993 ¢ 222 art 2 s 2; 2005 ¢ 121 s 7

515B. 2- 103 CONSTRUCTI ON AND VALI DI TY OF DECLARATI ON AND BYLAWS.

(a) Al'l provisions of the declaration and byl aws are
sever abl e.

(b) The rul e agai nst perpetuities may not be applied to
defeat any provision of the declaration or this chapter, or any
i nstrument executed pursuant to the declaration or this chapter

(c) In the event of a conflict between the provisions of
t he decl aration and the byl aws, the declaration prevails except
to the extent that the declaration is inconsistent with this
chapter.

(d) The decl aration and byl aws nust conply with section
500. 215.

H ST: 1993 ¢ 222 art 2 s 3; 2005 c 168 s 3

515B. 2- 104 DESCRI PTI ON OF UNI TS.

(a) A description of a unit is legally sufficient if it
sets forth (i) the unit identifier of the unit, (ii) the nunber
assigned to the comon interest comunity by the recording
officer, and (iii) the county in which the unit is |ocated.

(b) If the CIC plat for a planned conmmunity conplies with
chapter 505, 508, or 508A, then a description of a unit in the
pl anned conmunity is legally sufficient if it is stated in terns
of a plat or registered |land survey. In planned conmunities
whose CIC plats conply with section 515B.2-110(c), and in al
condom ni uns and cooperatives created under this chapter, a unit
identifier shall contain no nore than six characters, only one
of which may be a letter

(c) A description which conplies with this section shall be
deened to include all rights, obligations, and interests
appurtenant to the unit which were created by the declaration or
byl aws, by a master declaration, or by this chapter, whether or
not those rights, obligations, or interests are expressly
descri bed.

(d) If the CIC plat for a planned conmmunity conplies with
section 515B. 2-110(c) a description of the conmon el enents is
legally sufficient if it sets forth (i) the words "comon
elements,” (ii) the nunber assigned to the common interest
community by the recording officer, and (iii) the county in
whi ch the common el enents are | ocated. The common el enents may
consi st of separate parcels of real estate, in which case each
parcel shall be separately identified on the CIC plat and in any
recorded instrunent referencing a separate parcel of the comon
el enent s.

H ST: 1993 ¢ 222 art 2 s 4; 1994 c 388 art 4 s 5; 1995 c 92 s
7, 1999 ¢ 11 art 2 s 5; 2005 ¢ 121 s 8
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515B. 2- 105 DECLARATI ON CONTENTS; ALL COVMON | NTEREST COVMUNI TI ES.

(a) The decl aration shall contain:

(1) the nunber of the common interest comunity, whether
the conmon interest conmunity is a condom nium planned
community or cooperative, and the name of the common interest
communi ty, which shall appear at the top of the first page of
the declaration in the follow ng format:

Common I nterest Community No.

(Type of Common Interest Comunity)

(Name of Common I nterest Comunity)
DECLARATI ON

(2) a statement as to whether the conmon interest conmmunity
is or is not subject to a master associ ation;

(3) the nane of the association, a statement that the
associ ati on has been incorporated and a reference to the statute
under which it was incorporated,;

(4) a legally sufficient description of the real estate
i ncluded in the conmon interest conmunity, a statenent
i dentifying any appurtenant easenent necessary for access to a
public street or highway, and a general reference to any other
appurtenant easenents;

(5) a description of the boundaries of each unit created by
the declaration and the unit's unit identifier

(6) in a planned community contai ning cormon el enents, a
legally sufficient description of the common el enents;

(7) in a cooperative, a statenment as to whether the unit
owners' interests in all units and their allocated interests are
real estate or personal property;

(8) an allocation to each unit of the allocated interests
in the manner described in section 515B. 2-108;

(9) a statement of (i) the total number of units and (ii)
which units will be restricted to residential use and whi ch
units will be restricted to nonresidential use;

(10) a statenent of the maxi num nunber of units which may
be created by the subdivision or conversion of units owned by
t he decl arant pursuant to section 515B.2-112;

(11) any material restrictions on use, occupancy, or
alienation of the units, or on the sale price of a unit or on
t he amount that may be received by an owner on sale,
condemation or casualty loss to the unit or to the conmon
interest comunity, or on term nation of the common interest
communi ty; provided, that these requirements shall not affect
the power of the association to adopt, anend or revoke rul es and
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regul ati ons pursuant to section 515B. 3-102;
(12) a statenent as to whether tinme shares are permtted;

(13) a statenent as to whether the comon i nterest
communi ty includes any shoreland, as defined in section
103F. 205, and, if the common interest comunity includes
shorel and, a statenent that the common interest conmunity nmay be
subj ect to county, township, or nunicipal ordinances or rules
af fecting the devel opment and use of the shorel and area; and

(14) all matters required by sections 515B. 1-103(32),
Speci al Decl arant Rights; 515B.2-107, Leasehol ds; 515B. 2-109,
Common El enents and Limted Conmon El enents; 515B.2-110, Conmon
Interest Conmmunity Plat; 515B.3-115, Assessnents for Conmon
Expenses; and 515B. 2-121, Master Associ ations.

(b) The declaration may contain any other matters the
decl arant consi ders appropri ate.

H ST: 1993 ¢ 222 art 2 s 5; 1994 c 388 art 4 s 6, 1995 c 92 s
8; 1999 ¢ 11 art 2 s 6; 2000 ¢ 260 s 74, 2001 c 7 s 83; 2005 c
121 s 9

515B. 2- 106 DECLARATI ON OF FLEXI BLE COMMON | NTEREST COMMUNI Tl ES.

(a) The declaration for a flexible commopn interest
community shall include, in addition to the matters specified in
section 515B. 2- 105:

(1) a reservation of any rights to add additional rea
estate;

(2) a statement of any tinme limt, not exceeding ten years
after the recording of the declaration, upon which any right

reserved under paragraph (1) will |apse, together with a
statenment of any circunstances that will term nate the option
before the expiration of the tine [imt. If notime limt is

set forth in the declaration, the time limt shall be ten years
after the recording of the declaration; provided, that the tine
l[imt may be extended by an amendnent to the declaration
approved in witing by the declarant, and by the vote or witten
agreenment of unit owners, other than the declarant or an
affiliate of the declarant, to whose units are allocated at

| east 67 percent of the votes in the association

(3) a statement of any limtations on any rights reserved
under paragraph (1), other than limtations created by or
i nposed pursuant to | aw,

(4) a legally sufficient description of the additional rea
estate;

(5) a statement as to whether portions of any additiona
real estate may be added at different tinmes;

(6) a statement of (i) the maxi num nunber of units, based
upon the declarant's good faith estinmate, that may be created
within any additional real estate, and (ii) how many of those
units will be restricted to residential use;
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(7) a statement that any buildings and units erected upon
the additional real estate, when and if added, wll be
conpatible with the other buildings and units in the comon
interest comunity in terms of architectural style, quality of
construction, principal materials enployed in construction, and
size, or a statenent of any differences with respect to the
buil dings or units, or a statenment that no assurances are mnade
in those regards;

(8) a statement that all restrictions in the declaration
af fecti ng use, occupancy, and alienation of units will apply to
units created in the additional real estate, when and if added,
or a statement of any differences with respect to the additiona
units;

(9) a statement as to whether any assurances nmade in the
decl aration regardi ng additi onal real estate pursuant to
par agraphs (5) through (8) will apply if the real estate is not
added to the common interest conmunity.

(b) A declarant need not have an interest in the additiona
real estate in order to identify it as such in the declaration
and the recording officer shall index the declaration as
provided in section 515B.1-116(a). Identification of additiona
real estate in the declaration does not encunber or otherw se
affect the title to the additional real estate.

H ST: 1993 ¢ 222 art 2 s 6; 2005 ¢ 121 s 10

515B. 2- 107 DECLARATI ON OF LEASEHOLD COMMON | NTEREST COVMUNI Tl ES.

(a) Any lease the expiration or termnation of which may
term nate the comon interest conmmunity or reduce its size, or a
menor andum t hereof, shall be recorded. The declaration of a
| easehol d comon interest conmmunity shall include:

(1) the recording data for the | ease, or the nmenorandum of
| ease, and a statenent of where the conplete | ease may be
i nspected if only a nenorandum i s recorded;

(2) the date on which the | ease expires;

(3) a legally sufficient description of the real estate
subj ect to the |ease;

(4) any right of the unit owners to purchase the lessor's
interest in the | ease and the procedure for exercise of those
rights, or a statenent that they do not have those rights;

(5) any right of the unit owners to renmove any inprovenents
within a reasonable tinme after the expiration or term nation of
the | ease, or a statenment that they do not have those rights;
and

(6) any rights of the unit owners to renew the | ease and
the conditions of any renewal, or a statement that they do not
have t hose rights.

(b) After the declaration of a | easehold condom nium or
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| easehol d pl anned community is recorded, neither the | essor who
has joined in the declaration nor any successor in interest may
term nate the [easehold interest of a unit owner who nakes
timely paynment of the unit owner's share of the rent and
otherwi se conplies with all covenants which, if violated, would
entitle the lessor to termnate the lease. A unit owner's

| easehol d interest in a condom nium or planned comunity is not
affected by failure of any other person to pay rent or fulfill
any ot her covenant.

(c) Acquisition of the | easehold interest of any unit owner
by the owner of the reversion or remai nder does not nerge the
| easehol d and fee sinple interest unless the | easehold interest
of all unit owners subject to that reversion or renai nder are
acqui r ed.

(d) If the expiration or term nation of a | ease decreases
t he nunber of units in a conmon interest conmunity, the
all ocated interests shall be reallocated in accordance with
section 515B.1-107 as if those units had been taken by eni nent
domain. Reall ocations nmust be confirmed by an anendnent to the
decl aration prepared, executed, and recorded by the association

H ST: 1993 ¢ 222 art 2 s 7

515B. 2- 108 ALLOCATI ON OF | NTERESTS.

(a) The declaration shall allocate to each unit:

(1) in a condominium a fraction or percentage of undivided
interests in the common elenents and in the comobn expenses of
t he association and a portion of the votes in the association

(2) in a cooperative, an ownership interest in the
associ ation, a fraction or percentage of the common expenses of
t he association and a portion of the votes in the association
and

(3) in a planned community, a fraction or percentage of the
common expenses of the association and a portion of the votes in
t he associ ati on.

(b) The declaration shall state the fornulas used to
establish allocations of interests. |If the fractions or
percentages are all equal the declaration may so state in lieu
of stating the fractions or percentages. The declaration need
not allocate votes to units that are auxiliary to other units,
such as garage units or storage units. The allocations shal
not discrimnate in favor of units owned by the declarant or an
affiliate of the declarant, except as provided in sections
515B. 2-121 and 515B. 3-115.

(c) If units may be added to the comon interest conmmunity,
the formulas used to reallocate the allocated interests anong
all units included in the conmmon interest community after the
addition shall be the fornulas stated in the declaration

(d) The declaration may aut horize special allocations: (i)
of unit owner votes anong certain units or classes of units on
particular matters specified in the declaration, or (ii) of
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conmon expenses anobng certain units or classes of units on
particular matters specified in the declaration. Special

all ocations may only be used to address operational, physical or
adm nistrative differences within the common interest

community. A declarant may not utilize special allocations for
t he purpose of evading any l[imtation or obligation inposed on
declarants by this chapter nor may units constitute a class
because they are owned by a decl arant.

(e) The sum of each category of allocated interests
allocated at any tinme to all the units nmust equal one if stated
as a fraction or 100 percent if stated as a percentage. In the
event of a discrepancy between an allocated interest and the
result derived fromapplication of the pertinent formula, the
al l ocated interest prevails.

(f) I'n a condom ni um or planned community, the conmon
el ements are not subject to partition, and any purported
conveyance, encunbrance, judicial sale, or other voluntary or
i nvoluntary transfer of an undivided interest in the comon
el enments nmade without the unit to which that interest is

allocated is void. The granting of easenents, |icenses or
| eases pursuant to section 515B.3-102 shall not constitute a
partition.

(g) In a cooperative, any purported conveyance,
encunbrance, judicial sale, or other voluntary or involuntary
transfer of an ownership interest in the association nade
wi t hout the possessory interest in the unit to which that
interest is related is void.

H ST: 1993 ¢ 222 art 2 s 8; 1999 ¢ 11 art 2 s 7; 2005 c 121 s
11

515B. 2- 109 COMMON ELEMENTS AND LI M TED COVMON ELEMENTS.

(a) Except as limted by the declaration or this chapter
comon el enents other than limted conmon el enents nay be used
in common by all unit owners. Limted comon el enents are
designated for the exclusive use of the unit owners of the unit
or units to which the limted comon el enents are all ocated
subj ect to subsection (b) and the rights of the association as
set forth in the declaration, the bylaws or this chapter

(b) Except for the limted common el ements described in
section 515B. 2-102, subsections (d) and (f), the declaration
shal |l specify to which unit or units each limted common el ement
is allocated.

(c) An allocation of limted common el enents nmay be changed
by an anendnment to the declaration executed by the unit owners
bet ween or anong whose units the reallocation is nade and the
associ ation. The anmendnment shall be approved by the board of
directors of the association as to form and conpliance with the
declaration and this chapter. The association shall establish
fair and reasonabl e procedures and tine franmes for the
subm ssi on and processing of the reallocations, and shal
mai ntain records thereof. |f approved, the association shal
cause the amendnent to be recorded pronptly. The anendnent
shal |l be effective when recorded. The association may require
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the unit owners requesting the reallocation to pay all fees and
costs for review ng, preparing and recording the amendnent and
any amended CI C pl at.

H ST: 1993 ¢ 222 art 2 s 9; 1995 ¢c 92 s 9; 1999 ¢ 11 art 2 s 8

515B. 2- 110 COVMON | NTEREST COVMUNI TY PLAT (CI C PLAT).

(a) ACICplat is required for condom niuns and pl anned
communi ties, and cooperatives in which the unit owners
interests are characterized as real estate. The CIC plat is a
part of the declaration in condom niunms, in planned conmunities
utilizing a CIC plat conplying with subsection (c), and in
cooperatives in which the unit owners' interests are
characterized as real estate, but need not be physically
attached to the declaration.

(1) I'n a condom nium or a cooperative in which the unit
owners' interests are characterized as real estate, the ClC plat
shal |l conply with subsection (c).

(2) In a planned community, a ClIC plat which does not
conmply with subsection (c) shall consist of all or part of a
subdi vision plat or plats conplying with subsections (d)(1) and
(d)(2). The CC plat need not contain the nunber of the comon
interest community and nmay be recorded at any tinme before the
recordi ng of the declaration; provided, that if the C C pl at
conplies with subsection (c), the nunber of the commopn interest
community shall be included and the CIC plat shall be recorded
at the tine of recording of the declaration.

(3) I'n a cooperative in which the unit owners' interests
are characterized as personal property, a CIC plat shall not be

required. In lieu of a CIC plat, the declaration or any
anendnment to it creating, converting, or subdividing units in a
personal property cooperative shall include an exhibit

contai ning a scale drawi ng of each building, identifying the
bui | di ng, and showi ng the perinmeter walls of each unit created
or changed by the declaration or any anendnent to it, including
the unit's unit identifier, and its location within the building
if the building contains nore than one unit.

(b) The A C plat, or supplenmental or anmended CIC plat, for
condom ni uns, for planned conmunities using a plat conplying
wi th subsection (c), and for cooperatives in which the unit
owners' interests are characterized as real estate, shal
contain certifications by a licensed professional |and surveyor
and |icensed professional architect, as to the parts of the CIC
pl at prepared by each, that (i) the CIC plat accurately depicts
all information required by this section, and (ii) the work was
undertaken by, or reviewed and approved by, the certifying |and
surveyor or architect. The portions of the CIC plat depicting
t he di nensions of the portions of the conmon interest community
descri bed in subsections (c)(8), (9), (10), and (12), may be
prepared by either a | and surveyor or an architect. The other
portions of the CIC plat shall be prepared only by a | and
surveyor. A certification of the CIC plat or supplenmental CIC
plat, or an anmendnment to it, under this subsection by an
architect is not required if all parts of the CIC plat,
suppl enental CIC plat, or anendnent are prepared by a | and
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surveyor. Certification by the |and surveyor or architect does
not constitute a guaranty or warranty of the nature,
suitability, or quality of construction of any inprovenents

| ocated or to be located in the conmmon interest conmunity.

(c) ACICplat for a condom nium or a cooperative in which
the unit owners' interests are characterized as real estate,
shal | show:

(1) the nunber of the common interest comunity, and the
boundari es, dinmensions and a legally sufficient description of
the land included therein;

(2) the dinensions and |ocation of all existing, material
structural inprovenents and roadways;

(3) the intended | ocation and di nensions of any
contenpl at ed conmon el enent i nprovenents to be constructed
within the conmon interest conmunity after the filing of the CIC
pl at, |abeled either "MJST BE BU LT" or "NEED NOT BE BUILT";

(4) the location and di nensions of any additional rea
estate, |abeled as such, and a legally sufficient description of
the additional real estate;

(5) the extent of any encroachnments by or upon any portion
of the comon interest conmunity;

(6) the location and di nensions of all recorded easenents
within the Iand included in the conmon interest community
burdeni ng any portion of the |and;

(7) the distance and direction between nonconti guous
parcel s of real estate;

(8) the location and di nensions of limted common el enents,
except that with respect to Iimted conmon el enents described in
section 515B. 2-102, subsections (d) and (f), only such materi al
limted conmon el enents as porches, bal conies, decks, patios,
and garages shall be shown;

(9) the location and di nensions of the front, rear, and
si de boundaries of each unit and that unit's unit identifier

(10) the location and di nmensions of the upper and | ower
boundari es of each unit with reference to an established or
assuned datumand that unit's unit identifier

(11) a legally sufficient description of any real estate in
which the unit owners will own only an estate for years, |abeled
as "l easehold real estate";

(12) any units which may be converted by the declarant to
create additional units or common el enents identified separately.

(d) ACICplat for a planned conmunity either shall conply
wi th subsection (c), or it shall:

(1) conply with chapter 505; and

(2) conply with the platting requirenents of any
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governmental authority within whose jurisdiction the planned
community is |located, subject to the limtations set forth in
section 515B. 1- 106.

(e) If a declarant adds additional real estate, the
decl arant shall record a supplemental CIC plat or plats for the
real estate being added, conforming to the requirements of this
section which apply to the type of conmon interest conmunity in
guestion. If less than all additional real estate is being
added, the supplenental CIC plat for a condom nium a planned
communi ty whose CIC plat conplies with subsection (c), or a
cooperative in which the unit owners' interests are
characterized as real estate, shall also show the |ocation and
di mensi ons of the remaining portion

(f) If, pursuant to section 515B.2-112, a decl arant
subdi vides or converts any unit into two or nore units, conmon
elenents or limted comon el enents, or conbines two or nore
units, the declarant shall record an amendnent to the ClC plat
showi ng the | ocation and di nensi ons of any new units, conmon
elenents or limted conmon el enents thus created.

(g) ACIC plat which conplies with subsection (c) is not
subj ect to chapter 505.

H ST: 1993 ¢ 222 art 2 s 10; 1994 c 388 art 4 s 7; 1995 c 92 s
10; 1999 ¢ 11 art 2 s 9; 2005 c 121 s 12

515B. 2- 111 EXPANS|I ON OF FLEXI BLE COMMON | NTEREST COMMUNI TY.

(a) To add additional real estate pursuant to a right
reserved under section 515B.2-106(a)(1), the declarant and al
persons whose interests in the additional real estate will be
conveyed to unit owners or the association, except vendors under
a contract for deed, shall execute and record a suppl enenta
declaration as provided in this section. The supplenenta
declaration shall be titled a "suppl enmental declaration,” shal
be limted to matters authorized by this section, and shal
i ncl ude:

(1) a legally sufficient description of the real estate
added by the suppl emental declaration

(2) a description of the boundaries of each unit created by
t he suppl emental decl aration, consistent with the declaration
and the unit's unit identifier;

(3) in a planned community contai ning cormon el enents, a
legally sufficient description of the common el enents;

(4) a reallocation of the conmon el enent interests, votes
in the association, and conmon expense liabilities as
applicable, in conpliance with the declaration and section
515B. 2- 108;

(5) a description of any limted common el ements forned out
of the additional real estate, designating the unit to which
each is allocated to the extent required by section 515B. 2-109;

(6) a statement as to whether or not the period of
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decl arant control has term nated, regardl ess of the reason for
such term nation; and

(7) an attached affidavit attesting to the giving of the
notice required by subsection (b), if such notice is required.

(b) I'f the period of declarant control has term nated, a
decl arant shall give notice of its intention to add additiona
real estate to the association (Attention: president of the
associ ation) by a notice given in the nmanner provided in section
515B. 1- 115 not | ess than 15 days prior to recording the
suppl enental decl arati on which adds the additional real estate.
A copy of the suppl enental declaration shall be attached to the
noti ce. The suppl enental declaration may be in proposed form
however, follow ng notice, the supplenmental declaration shal
not be changed so as to materially and adversely affect the
rights of unit owners or the association unless a new 15-day
notice is given in accordance with this section

(c) Alien upon the additional real estate that is not also
upon the existing comon interest conmmunity is a lien only upon
the units, and their respective interest in the comobn el enents
(if any), that are created fromthe additional real estate.
Units within the commopn interest comunity as it existed prior
to expansion are transferred free of liens that existed only
upon the additional real estate, notw thstanding the fact that
the interest in the conmon elenents is a portion of the entire
common interest community, including the additional real estate.

(d) I'f a supplenental declaration in a planned conmunity
creates common el enents, then a conveyance of the common
el ements to the association shall be recorded simltaneously
wi th the suppl emental declaration. [If a supplenental
decl aration adds additional real estate to a cooperative, then a
conveyance of the additional real estate to the association
shal |l be recorded simultaneously with the suppl enenta
decl arati on.

H ST: 1993 ¢ 222 art 2 s 11, 2005 c 121 s 13

515B. 2-112 SUBDI VI SI ON, COVBI NATI ON, OR CONVERS|I ON OF UNI TS.

(a) If the declaration so provides, (i) one or nore units
may be subdivided into two or nore units or conbined into a
| esser nunmber of units, or (ii) a unit or units owned
exclusively by a declarant may be subdivi ded, conbi ned, or
converted into one or nore units, limted common el enents,
common el ements, or a conbination of units, limted conmon
el ements or conmon el enents.

(b) If the unit or units are not owned exclusively by a
declarant, the unit owners of the units to be conbi ned or
subdi vi ded shall cause to be prepared and subnmitted to the
associ ation for approval an application for an anendnment to the
decl aration and anended CIC plat, for the purpose of subdividing
or conmbining the unit or units. The application shall contain,
at a mninum a general description of the proposed subdivision
or conbination, and shall specify in detail the matters required
by subsection (c)(2) and (3). The basis for disapproval of the
application by the association shall be limted to (i) health or
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safety considerations, (ii) liability considerations for the
associ ation and other unit owners, (iii) aesthetic changes to

t he conmon el enents or another unit, (iv) any material and
adverse inpact on the common el ements or another unit, or (v) a
failure to conmply with the declaration, this chapter, or
governnmental |aws, ordinances, or regulations. The association
shall give witten notice of its decision and required changes
to the unit owner or owners who nade the application. The
associ ation shall establish fair and reasonabl e procedures and
time frames for the subm ssion and pronpt processing of the
applications.

(c) If an application under subsection (b) is approved, the
unit owner shall cause an anmendnent and anended CIC plat to be
prepared based upon the approved application. The anendnment
shal |

(1) be executed by the association and by each unit owner
and any secured party with respect to each unit to be conbi ned
or subdi vi ded;

(2) assign a unit identifier to each unit resulting from
t he subdi vi sion or conbination

(3) reallocate the common el enment interest, votes in the
associ ati on, and comon expense liability, as applicable,
fornerly allocated to the unit or units to be conbined or
subdi vided anmong the unit or units resulting fromthe
subdi vi sion or conbination on the basis of the fornula described
in the declaration; and

(4) conformto the requirenents of the declaration and this
chapter.

(d) If the association determ nes that the anendnent and
anended CIC plat conformto the approved application, the
declaration, and this chapter, the association shall execute the
anendnment and cause the anendnent and the anended CIC plat to be
recorded. The association may require the unit owners executing
the amendnent to pay all fees and costs for review ng,
preparing, and recording the amendnent and the anmended Cl C pl at,
and any other fees or costs incurred by the association in
connection therewth.

(e) If the unit or units are owned exclusively by a
decl arant, the declarant shall have the authority to
unil aterally prepare and record, at its expense, an amendnent
and an anended Cl C pl at subdividi ng, conbining, or converting
the unit or units. The amendnent shall conply with subsections
(c)(1), (2), (3), and (4), and shall be limted to those
provi si ons necessary to acconplish the subdivision, conbination
or conversion unless the consent of unit owners required to
amend the declaration is obtained.

(f) The anmended CIC plat shall show the resulting conmon
elenents, limted conmmon el ements or units, as subdi vi ded,
conbi ned, or convert ed.

(g) A secured party's interest and renedi es shall be deened
to apply to the unit or units that result fromthe subdivision
or conbination of the unit or units in which the secured party
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held a security interest. |If the secured party enforces any
renmedy, including foreclosure of its lien, against any of the
resulting units, all instruments and notices relating to the
forecl osure shall describe the subject property in ternms of the
anendnment and the anmended CIC plat which created the resulting
units.

H ST: 1993 ¢ 222 art 2 s 12; 2005 c 121 s 14

515B. 2- 113 ALTERATI ONS OF UNI TS.

(a) Subject to the provisions of the declaration and
applicable law, a unit owner may, at the unit owner's expense,
make any inprovenments or alterations to the unit, provided: (i)
that they do not inpair the structural integrity or mechanica
systens, affect the conmon el enents, or inpair the support of
any portion of the common interest comunity; (ii) that prior
arrangenents are nade with the association to ensure that other
unit owners are not disturbed; (iii) that the commopn el enents
are not damaged; and (iv) that the common el enents and ot her
units are protected agai nst nechanics' |iens.

(b) Subject to the provisions of applicable |aw, a unit
owner of a unit in residential use may, at the unit owner's
expense, nake inprovenments or alterations to the unit as
necessary for the full enjoynent of the unit by any person
residing in the unit who has a handicap or disability, as
provided in the Fair Housing Arendnents Act, United States Code,
title 42, section 3601, et seq., and the M nnesota Human R ghts
Act, chapter 363A, and any anmendnments to those acts.

(c) The declaration, bylaws, rules, and regul ations, or
agreenments with the association may not prohibit the
i nprovenents or alterations referred to in subsection (b), but
may reasonably regulate the type, style, and quality of the
i nprovenents or alterations, as they relate to health, safety,
and architectural standards. In addition, inprovenents or
alterations nade pursuant to subsection (b) nust conply with
subsection (a)(i), (ii), (iii), and (iv).

(d) Notwi thstanding any contrary provision of section
515B. 1- 102, subsection (b) applies to all common interest
communities subject to this chapter, chapter 515, or 515A. The
unit owner's rights under this section may not be waived.

(e) Subsection (b) does not apply to restrictions on
i nprovenents or alterations inposed by statute, rule, or
or di nance.

(f) Subject to the provisions of the declaration and
applicable law, a unit owner may, at the unit owner's expense,
after acquiring title to an adjoining unit or an adjoining part
of an adjoining unit, with the prior witten approval of the
associ ation and first nortgagees of the affected units, renove
or alter any intervening partition or create apertures therein,
even if the partition is part of the common elenents, if those
acts do not inpair the structural integrity or mechanica
systens or | essen the support of any portion of the comon
interest cormunity. The adjoining unit owners shall have the
exclusive license to use the space occupi ed by the renoved
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partition, but the use shall not create an easenent or vested
right. Renoval of partitions or creation of apertures under
this paragraph is not an alteration of boundaries. The

associ ation may require that the owner or owners of units
affected replace or restore any renoved partition, that the unit
owner conply with subsection (a)(i), (ii) and (iii), and that
the unit owner pay all fees and costs incurred by the
association in connection with the alteration

H ST: 1993 ¢ 222 art 2 s 13; 1999 c¢ 11 art 2 s 10; 2005 c¢ 121
s 15

515B. 2- 114 RELOCATI ON OF BOUNDARI ES BETWEEN ADJO NI NG UNI TS.

(a) Subject to the provisions of the declaration and
applicable law, the boundaries between adjoining units may be
rel ocated by an amendnent to the decl arati on upon the subm ssion
of an application to the association by the owners of those
units and approval by the association. The application shal
contain, at a mnimm a general description of the proposed
rel ocation, and shall specify in detail the matters required by
subsection (b)(2) and (3).

(b) The association shall establish fair and reasonabl e
procedures and tinme franes for the subm ssion and pronpt
processing of the applications. The basis for disapproval shal
be limted to structural or safety considerations, or a failure
to conply with the declaration, this chapter, or governnenta
| aws, ordinances or regulations. |If the application is
approved, the unit owners making the application shall cause an
anendnment and anended ClIC plat to be prepared based upon the
approved application, and submt themto the association for
approval. The anmendnent shall:

(1) be executed by the unit owners and by any secured party
with respect to the units;

(2) identify the units invol ved,

(3) reallocate the common el enment interest, votes in the
associ ati on and common expense liability formerly allocated to
the units anong the newly defined units on the basis described
in the declaration;

(4) contain words of conveyance between them

(5) contain such other provisions as may be reasonably
requi red by the association; and

(6) conformto the requirenents of the declaration and this
chapter.

(c) The interest and renedies of a secured party which
joins in the anmendnent pursuant to this section shall be deened
to be nodified as provided in the anendnent.

(d) The association may require the unit owners making the
application to build a boundary wall and other common el enents
between the units, and to pay all fees and costs for review ng,
preparing and recordi ng the amendnent and the anended Cl C pl at,
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and any other fees or costs incurred by the association in
connection therewth.

(e) The applicant shall deliver a copy of the recorded
anendnment and anended CIC plat to the association.

H ST: 1993 ¢ 222 art 2 s 14

515B. 2-115 M NOR VARI ATI ONS | N BOUNDARI ES.

The existing physical boundaries of a unit, or of a unit
reconstructed in substantial accordance with the description
contained in the original declaration, are its |egal boundari es,
regardl ess of vertical or lateral nmovenent of the building or
m nor variances due to shifting or settling. This section does
not relieve a declarant or any other person of liability for
failure to adhere to the CIC plat or for any representation in a
di scl osure statenent.

H ST: 1993 ¢ 222 art 2 s 15

515B. 2-116 USE FOR SALES PURPGCSES.

A decl arant may maintain sales offices, managenent offices,
and nodels in units or on comon el enments in the conmon interest
community only if the declaration so provides and specifies the
rights of a declarant with regard to the nunber and | ocation
thereof. |If the declaration so provides, a declarant may
mai ntain signs on the common el enents and in nodel units
advertising the common interest community. Rights granted
pursuant to this section are subject to the provisions of other
state laws and to | ocal ordinances.

H ST: 1993 ¢ 222 art 2 s 16

515B. 2- 117 DECLARANT' S EASEMENT RI GHTS.

Subj ect to the provisions of the declaration, a decl arant
has an easenment through the comon el ements as may be reasonably
necessary for the purpose of discharging the declarant's
obligations or exercising special declarant rights, whether
ari sing under this chapter or reserved in the declaration.

H ST: 1993 ¢ 222 art 2 s 17

515B. 2- 118 AVMENDMVENT OF DECLARATI ON.

(a) The declaration, including any CIC plat, nmay be anmended
only by vote or witten agreenent of unit owners of units to
whi ch at | east 67 percent of the votes in the association are
al l ocated, or any greater or other requirenment the declaration
specifies, subject to the follow ng qualifications:

(1) A declarant may execute suppl enmental declarations or
amendnent s under section 515B.2-111 or 515B.2-112.

(2) The association and certain unit owners, as applicable,
may execute anmendments under section 515B.2-107, 515B. 2-109,
515B.2-112, 515B. 2-113, 515B.2-114, 515B.2-119, 515B.2-122,
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515B. 2- 123, or 515B. 2-124.

(3) The unani nobus witten consent of the unit owners is
requi red for any anmendment which (i) creates or increases
speci al declarant rights, (ii) increases the nunber of units,
(iii) changes the boundaries of any unit, (iv) changes the
all ocated interests of a unit, (v) changes comon el enents to
[imted conmon el enents or units, (vi) changes the authorized
use of a unit fromresidential to nonresidential, or conversely,
or (vii) changes the characterization of the unit owner's
interest in a cooperative fromreal estate to personal property,
or conversely; unless the amendnent is expressly permtted or
required by other provisions of this chapter. Were the
amendnent i nvol ves the conversion of conmon el enents into a unit
or units, the title to the unit or units created shall, upon
recordi ng of the anendnment, vest in the association free and
clear of the interests of the unit owners.

(4) The declaration may specify |less than 67 percent for
approval of an anmendnent, but only if all of the units are
restricted to nonresidential use.

(b) No action to challenge the validity of an anendnent
adopted by the association pursuant to this section may be
brought nore than two years after the anmendnment is recorded.

(c) Every amendnent to the declaration shall be recorded in
every county in which any portion of the common interest
community is located and is effective only when recorded. |If an
anendment (i) changes the nunber of units, (ii) changes the
boundary of a unit, (iii) changes conmon el enents to limted
common el ements, or conversely, or (iv) nakes any other change
that affects the CIC plat, then an anmendnent to the Cl C pl at
reflecting the change shall be recorded.

H ST: 1993 ¢ 222 art 2 s 18; 1994 c 388 art 4 s 8; 1999 c 11
art 2 s 11; 2005 c 121 s 16

515B. 2- 119 TERM NATI ON OF COVMON | NTEREST COMMUNI TY.

(a) Except as otherwi se provided in this chapter, a comon
interest comunity may be term nated only by agreenment of unit
owners of units to which at | east 80 percent of the votes in the
associ ation are allocated, and 80 percent of the first
nort gagees of units (each nortgagee having one vote per unit
financed), or any |larger percentage the declaration specifies.
The decl aration may specify a smaller percentage only if all of
the units are restricted to nonresidential use.

(b) An agreenent to term nate shall be evidenced by a
witten agreenent, executed in the sane manner as a deed by the
nunber of unit owners and first nortgagees of units required by
subsection (a). The agreenment shall specify a date after which
t he agreenent shall be void unless recorded before that date.
The agreenent shall also specify a date by which the term nation
of the common interest conmunity and the winding up of its
affairs nmust be acconplished. A certificate of term nation
executed by the association evidencing the term nation shall be
recorded on or before the term nation date, or the agreenent to
term nate shall be revoked. The agreement to termnate, or a
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menor andum t hereof, and the certificate of term nation shall be
recorded in every county in which a portion of the comon
interest community is situated and is effective only upon
recor di ng.

(c) I'n the case of a condom nium or planned conmunity
contai ning only units having upper and | ower boundaries, a
term nati on agreenent may provide that all of the comon
el ements and units of the common interest community mnmust be sold
following termnation. |If, pursuant to the agreenment, any rea
estate in the common interest comunity is to be sold foll ow ng
term nation, the term nati on agreenent shall set forth the
mnimmterns of sale acceptable to the association.

(d) I'n the case of a condom nium or planned conmunity
contai ning any units not having upper and | ower boundaries, a
term nati on agreenent may provide for sale of the comon
el ements, but it may not require that the units be sold
followi ng term nation, unless the original declaration provided
otherwise or all unit owners whose units are to be sold consent
to the sale.

(e) The association, on behalf of the unit owners, shal
have authority to contract for the sale of real estate in a
common interest comunity pursuant to this section, subject to
the required approval. The agreenment to term nate shall be
deened to grant to the association a power of attorney coupl ed
with an interest to effect the conveyance of the real estate on
behal f of the holders of all interests in the units, including
without limtation the power to execute all instrunments of
conveyance and related instrunments. Until the sale has been
conpleted, all instruments in connection with the sale have been
executed and the sale proceeds distributed, the association
shall continue in existence with all powers it had before
term nation.

(1) The instrunment conveying or creating the interest in
the conmon interest community shall include as exhibits (i) an
affidavit of the secretary of the association certifying that
t he approval required by this section has been obtained and (ii)
a schedul e of the nanmes of all unit owners in the common
interest community as of the date of the approval.

(2) Proceeds of the sale shall be distributed to unit
owners and secured parties as their interests nay appear, in
accordance with subsections (h), (i), (j), and (k).

(3) Unless otherwi se specified in the agreenent of
termnation, until the association has conveyed title to the
real estate, each unit owner and the unit owner's successors in
i nterest have an exclusive right to occupancy of the portion of
the real estate that fornerly constituted the unit. During the
peri od of that occupancy, each unit owner and the unit owner's
successors in interest remain liable for all assessnments and
ot her obligations inposed on unit owners by this chapter, the
decl aration or the byl aws.

(f) The legal description of the real estate constituting
the conmon interest conmunity shall, upon the date of recording
of the certificate of termination referred to in subsection (b),
be as foll ows:
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(1) I'n a planned comunity utilizing a CC plat conplying
with section 515B.2-110(d)(1) and (2), the I ot and bl ock
description contained in the CIC plat, and any anmendnents
thereto, subject to any subsequent conveyance or taking of a fee
interest in any part of the property.

(2) I'n a condom nium or cooperative, or a planned conmunity
utilizing a CIC plat conplying with section 515B. 2-110(c), the
underlying | egal description of the real estate as set forth in
the declaration creating the comon interest comunity, and any
anendnments thereto, subject to any subsequent conveyance or
taking of a fee interest in any part of the property.

(3) The legal description referred to in this subsection
shal | apply upon the recording of the certificate of
term nation. The recording officer for each county in which the
common interest comunity is located shall index the property
| ocated in that county in its records under the |ega
description required by this subsection fromand after the date
of recording of the certificate of termnation. 1In the case of
regi stered property, the registrar of titles shall cancel the
existing certificates of title with respect to the property and
i ssue one or nore certificates of title for the property
utilizing the legal description required by this subsection

(g) I'n a condom nium or planned community, if the agreenent
to term nate provides that the real estate constituting the
common interest community is not to be sold foll ow ng
term nation, title to the common el enents and, in a conmon
interest comunity containing only units having upper and | ower
boundari es described in the declaration, title to all the rea
estate in the comon interest community, vests in the unit
owners upon termination as tenants in comon in proportion to
their respective interest as provided in subsection (k), and
liens on the units shift accordingly. Wile the tenancy in
common exi sts, each unit owner and the unit owner's successors
in interest have an exclusive right to occupancy of the portion
of the real estate that fornerly constituted the unit.

(h) The proceeds of any sale of real estate pursuant to
subsection (e), together with the assets of the association
shall be held by the association as trustee for unit owners,
secured parties and other holders of liens on the units as their
interests may appear. Before distributing any proceeds, the
associ ation shall have authority to deduct fromthe proceeds of
sale due with respect to the unit (i) unpaid assessnments |evied
by the association with respect to the unit, (ii) unpaid real
estate taxes or special assessnents due with respect to the
unit, and (iii) the share of expenses of sale and w nding up of
the association's affairs with respect to the unit.

(i) Following term nation of a condom nium or planned
community, creditors of the association holding liens on the
units perfected before term nation may enforce those liens in
the sane manner as any lien holder, in order of priority based
upon their times of perfection. Al other creditors of the
association are to be treated as if they had perfected liens on
the units immedi ately before term nation

(j) I'n a cooperative, the declaration may provide that al
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creditors of the association have priority over any interests of
unit owners and creditors of unit owners. In that event,
following termination, creditors of the association hol ding
liens on the cooperative which were perfected before termnation
may enforce their liens in the sane nanner as any |ien hol der

in order of priority based upon their times of perfection. Al
other creditors of the association shall be treated as if they
had perfected a |lien against the cooperative i medi ately before
termnation. Unless the declaration provides that all creditors
of the association have that priority:

(1) the lien of each creditor of the association which was
perfected agai nst the association before term nation becones,
upon term nation, a lien against each unit owner's interest in
the unit as of the date the lien was perfected,

(2) any other creditor of the association is to be treated
upon termnation as if the creditor had perfected a |Iien against
each unit owner's interest immedi ately before term nation

(3) the amount of the lien of an association's creditor
descri bed in paragraphs (1) and (2) agai nst each of the unit
owners' interest shall be proportionate to the ratio which each
unit's comon expense liability bears to the conmon expense
liability of all of the units;

(4) the lien of each creditor of each unit owner which was
perfected before term nation continues as a |ien against that
unit owner's interest in the unit as of the date the |ien was
perfected; and

(5) the assets of the association shall be distributed to
all unit owners and all lien holders as their interests may
appear in the order described in this section. Creditors of the
association are not entitled to paynent fromany unit owner in
excess of the ampunt of the creditor's lien against that unit
owner's interest.

(k) The respective interest of unit owners referred to in
subsections (e), (f), (g), (h) and (i) are as foll ows:

(1) Except as provided in paragraph (2), the respective
interests of unit owners are the fair market values of their
units, allocated interests, and any limted comon el enents
i medi ately before the ternmi nation, as determ ned by one or nore
i ndependent apprai sers selected by the association. The
deci sion of the independent appraisers nmust be distributed to
the unit owners and becones final unless disapproved within 30
days after distribution by unit owners of units to which 25
percent of the votes in the association are allocated. The
proportion of any unit's interest to that of all units is
determ ned by dividing the fair market value of that unit by the
total fair market values of all the units.

(2) If any unit or any limted comon el enent is destroyed
to the extent that an appraisal of the fair market val ue thereof
bef ore destructi on cannot be made, the interests of all unit
owners shall be nmeasured by: (i) in a condom nium their
al | ocations of conmon el enent interests imedi ately before the
termnation, (ii) in a cooperative, their respective ownership
interests imediately before the termnation, and (iii) in a
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pl anned conmunity, their respective allocations of comon
expenses imedi ately before the term nation

(1) I'n a condom nium or planned conmunity, except as
provided in subsection (m, foreclosure or enforcenment of a lien
or encunbrance agai nst the entire comon interest comunity does
not termnate, of itself, the common interest comunity, and
forecl osure or enforcenent of a lien or encunbrance agai nst a
portion of the comon interest comunity does not w thdraw that
portion fromthe comon interest comunity.

(m In a condom niumor planned community, if a lien or
encunbrance agai nst a portion of the real estate conprising the
common interest community has priority over the declaration and
the Iien or encunbrance has not been partially rel eased, the
parties foreclosing the lien or encunbrance, upon foreclosure,
may record an instrunent excluding the real estate subject to
that lien or encunbrance fromthe comon interest comunity.

(n) Following the term nation of a comon i nterest
community in accordance with this section, the board of
directors of the association shall cause the association to be
di ssol ved in accordance with | aw.

H ST: 1993 ¢ 222 art 2 s 19; 1994 c 388 art 4 s 9; 1999 c 11
art 2 s 12; 2005 c 121 s 17

515B. 2-120 RI GHTS OF SECURED PARTI ES.

Not wi t hst andi ng any requirenent in the declaration, the
articles of incorporation or the bylaws that a percentage of
secured parties approve specified actions of the unit owners or
the association as a condition to the effectiveness of those
actions, no requirenment for approval may operate to (i) deny or
del egate control over the general administrative affairs of the
associ ation by the unit owners or the board of directors, or
(ii) prevent the association or the board of directors from
commenci ng, intervening in, or settling any litigation or
proceeding, or (iii) prevent the association or its appointed
i nsurance trustee fromreceiving and di stributing any insurance
proceeds except pursuant to section 515B. 3-113.

H ST: 1993 ¢ 222 art 2 s 20

515B. 2-121 MASTER ASSOCI ATl ONS.

(a) A master association forned after June 1, 1994, shal
be organi zed as a M nnesota profit, nonprofit or cooperative
corporation. A master association shall be incorporated prior
to the delegation to it of any powers under this chapter

(b) The menbers of the naster association shall be any
conbi nation of (i) unit owners of one or nore conmmon interest
communities, (ii) one or nore associations, (iii) one or nore
mast er associ ations, or (iv) owners of real estate or property
owner's associ ations not subject to this chapter in conbination
with any other category of menber. An association or its
menbers may be nenbers of an entity created before June 1, 1994,
whi ch perfornms functions simlar to those perfornmed by a master
associ ation regardl ess of whether the entity is subject to this
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chapter.

(c) A master association shall be governed by a board of
directors. Except as expressly prohibited by the master
decl aration, the naster association's articles of incorporation
or bylaws, or other provisions of this chapter, the master
associ ation board may act in all instances on behalf of the
master association. The directors of a master association shal
be elected or, if a nonprofit corporation, elected or appointed,
in a manner consistent with the requirenents of the statute
under which the nmaster association is fornmed and of the naster
association's articles of incorporation and byl aws, and subj ect
to the follow ng requirenents:

(1) Except as set forth in subsections (2) and (3), the
menbers of the naster association shall elect the board of
directors. A mpjority of the directors shall be menbers of the
mast er associ ation or nmenbers of a nmenber of the naster
associ ation, and shall be persons other than a decl arant or
affiliate of a declarant. |If the menber is not a natural
person, it may designate a natural person to act on its behalf.

(2) The articles of incorporation or bylaws of the master
associ ati on may aut horize any person, whether or not the person
is a nenber of, or otherw se subject to, the master association,
i ncluding a declarant, to appoint or elect one director

(3) A master association's articles of incorporation may
suspend the menbers' right to elect or, in the case of a
nonprofit corporation, elect or appoint, the master
association's board of directors for a specified tine period.
During this period, the person or persons who execute the master
decl aration under subsection (f)(1), or their successors or
assigns, nmay appoint the directors. The period during which the
person or persons nmay appoint the directors begins when the
mast er declaration is recorded and term nates upon the earliest
of :

(i) the voluntary surrender of the right to appoint
directors;

(ii) the date ten years after the date the master
decl aration is recorded;

(iii) the date, if any, in the articles of incorporation
or

(iv) the date when at |east 75 percent of the units and
other parcels of real estate which are referred to in subsection
(f)(1)(vii) have been conveyed to such persons for occupancy by
the persons or their tenants.

(4) The term of any director appointed under subsection (3)
expires 60 days after the right to appoint directors
term nates. The naster association's board of directors shal
call an annual or special neeting of the master association's
menbers to el ect or appoint successor directors within the
60- day peri od.

(5) The systemfor the election of directors shall be fair
and equitable and shall take into account the nunber of nenbers
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of each association any of whose powers are delegated to the
mast er associ ation, the needs of the nmenbers of the naster
association, the allocation of liability for master association
common expenses, and the types of common interest communities
and other real estate subject to the master association

(d) The articles of incorporation or bylaws of the master
associ ati on may authorize special classes of directors and
al l ocations of director voting rights, as follows: (i) classes
of directors that are elected by different classes of nenbers,
to address operational, physical, or administrative differences
within the master association, or (ii) class voting by the
cl asses of directors on specific issues affecting only a certain
class or classes of nenbers, units or other parcels of rea
estate, or to otherwise protect the legitimate interests of such
class or classes. No person may utilize such special classes or
al l ocations for the purpose of evading any limtation inposed on
declarants by this chapter

(e) The officers of a master association shall be el ected,
appoi nted, or designated in a nmanner consistent with the statute
under which the master association is formed and consistent with
the master association articles of incorporation and byl awns.

(f) The creation and authority of a naster association
shal | be governed by the foll ow ng requirenents:

(1) A master declaration shall be recorded in connection
with the creation of a master association. The naster
decl aration shall be executed by the owners of the real estate
subjected to the master declaration. The master declaration
shal | contain, at a m nimum

(i) the nane of the master association

(ii) alegally sufficient description of the real estate
which is subject to the master declaration and a legally
sufficient description of any other real estate which may be
subjected to the master declaration pursuant to subsection (g);

(iii) a statement as to whether the real estate subject to,
and whi ch may be subjected to, the master declaration
collectively is or collectively will be a separate comon
i nterest comunity;

(iv) a description of the nmenbers of the naster
associ ati on;

(v) a description of the master association's powers. To
the extent described in the naster declaration, a naster
associ ation has the powers with respect to the master
associ ation's nenbers and the property subject to the naster
declaration that section 515B. 3-102 grants to an associ ation
with respect to the association's nenbers and the property
subject to the declaration. A nmaster association also has the
powers delegated to it by an association pursuant to subsection
(f)(2) or by a property owner's association not subject to the
chapter; provided (i) that the master declaration identifies the
powers and aut horizes the del egation either expressly or by a
grant of authority to the board of the association or property
owner's association and (ii) that the naster association board
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has not refused the del egati on pursuant to subsection (f)(4).
The provisions of the declarations of the comopn interest
communities, or the provisions of recorded instrunments governi ng
other property subject to the naster declaration, that del egate
powers to the master association shall be consistent with the
provi sions of the master declaration that govern the del egation
of the powers;

(vi) a description of the formulas governing the allocation
of assessnents and nmenber voting rights, including any speci al
cl asses or allocations referred to in subsection (d);

(vii) a statenment of the total nunber of units and ot her
parcels of real estate intended for residential use by a person
or the person's tenants that are (i) subject to the master
declaration as initially recorded and (ii) intended to be
created by the addition of real estate or by the subdivision of
units or other parcels of real estate; and

(viii) the requirenents for amendnent of the master
decl aration, other than an anendnment under subsection (g).

(2) The declaration of a commopn interest comunity | ocated
on property subject to a nmaster declaration may:

(i) delegate any of the powers described in section
515B. 3-102 to the master association; provided, that a
del egation of the powers described in section 515B. 3-102(a) (2)
is effective only if expressly stated in the declaration; and

(ii) authorize the board to del egate any of the powers
described in section 515B. 3-102, except for the powers described
in section 515B. 3-102(a)(2), to the naster association

(3) Wth respect to any other property subject to a naster
associ ati on, there need not be an instrunment other than the
mast er decl aration recorded agai nst the property to enpower the
mast er associ ation to exercise powers with respect to the

property.

(4) If a declaration or other recorded instrunent
aut hori zes the board or the board of a property owner's
association to del egate powers to a master association, the
mast er associ ation board may refuse any del egati on of powers
that does not conply with (i) this chapter, (ii) the declaration
or other recorded instrunment, or (iii) the organizationa
docunments of the master association

(5) The failure of a declaration, a board or an owner of
property subject to a master association to properly del egate
some or all of the powers to the master association does not
affect the authority of the master association to exercise those
and other powers with respect to other common interest
communities or owners of properties that are subject to the
mast er associ ati on.

(g) The master declaration nmay authorize other real estate
to be subjected to the master declaration. The other rea
estate shall be subjected to the naster declaration by an
anendment executed by the owner of the other real estate and any
ot her person or persons required by the master declaration, and
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recor ded.

(h) Sections 515B. 3-103(a), (b), and (g), 515B. 3-108,
515B. 3-109, 515B. 3-110, and 515B. 3-112 shall apply in the
conduct of the affairs of a master association. But the rights
of voting, notice, and other rights enunerated in those sections
apply to persons who el ect or appoint the board of a master
associ ati on, whether or not those persons are otherw se unit
owners within the nmeaning of this chapter

(i) I'f so provided in the master declaration, a master
associ ation may | evy assessnents for common expenses of the
mast er associ ati on agai nst the property subject to the master
decl aration, and have and forecl ose liens securing the
assessnents. The liens shall have the sanme priority against
secured parties, shall include the sane fees and charges, and
may be foreclosed in the same manner, as assessnent |iens under
section 515B. 3-116. The naster association's lien shall have
priority as against the lien of an association or property
owner's associ ation subject to the naster association,
regardl ess of when the lien arose or was perfected.

(1) Master association comobn expenses shall be all ocated
anong the menbers of the naster association in a fair and
equi table manner. [If the menbers include associations or
property owner's associations, then the nmaster assessnments may
be al |l ocated anong and | evi ed agai nst the associ ati ons or
property owner's associations, or allocated anong and | evi ed
against the units or other parcels of real estate owned by the
menbers of the association or property owner's association. |If
so provided in the naster declaration, master assessnents |evied
agai nst a menber association or property owner's association are
al | ocated anong and | evied against the units or other parcels of
real estate owned by the nmenbers of the association or property
owner's association. |If applicable and appropriate, the
formul as and principles described in section 515B. 2-108,
subsections (b), (c), (d), and (e), shall be used in naking the
al l ocations. The assessnent formulas and procedures descri bed
in the declarations of any comon interest comunities or any
i nstruments governing other real estate subject to the master
associ ation shall not conflict with the fornulas and procedures
described in the master declaration.

(2) The master declaration may exenpt fromliability for
all or a portion of master association assessnents any person
aut hori zed by subsection (c)(3) to appoint the nmenbers of the
mast er associ ati on board, or any other person, and exenpt any
unit or other parcel of real estate owned by the person froma
lien for such assessnents, until a building constituting or
| ocated within the unit or other parcel of real estate is
substantially conpleted. Substantial conpletion shall be
evi denced by a certificate of occupancy in a jurisdiction that
i ssues that certificate.

(j) A master association shall not be used, directly or
indirectly, to avoid or nullify any warranties or other
obligations for which a declarant of a conmon interest conmmunity
subject to the master association is responsible, or to
ot herwi se avoid the requirenents of this chapter

H ST: 1993 ¢ 222 art 2 s 21, 1999 c 11 art 2 s 13; 2005 c 121;s 18
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515B. 2-122 MERGER OR CONSOLI DATI ON OF COMMVON | NTEREST COMMUNI TI ES.

(a) Any two or nore common interest comunities of the sane
form of ownership, by agreenent of the unit owners as provided
i n subsection (b), may be nerged or consolidated into a single
common interest community. The resultant common interest
community shall be the | egal successor, for all purposes, of al
of the preexisting common interest communities, and the
operations and activities of the preexisting common interest
conmunities are nerged or consolidated into a single comon
interest community that holds all powers, rights, obligations,
assets, and liabilities of the preexisting comon interest
communities.

(b) An agreenent of two or nore common interest communities
to nerge or consolidate pursuant to subsection (a) shall be
evi denced by an agreenment executed by the president of the
associ ati on of each of the preexisting conmon interest
communities foll owi ng approval by owners of units to which are
all ocated the votes in each conmon interest conmunity required
to term nate that common interest comunity

(c) Every nerger or consolidation agreenent shall contain:

(1) the nanes of the resultant common interest conmunity
and its association;

(2) the nunber of the resultant conmon interest conmunity,
whi ch shall be a new comon interest community nunber assigned
to the resultant conmon interest conmunity by the recording
of ficer;

(3) a requirenent that the associations of the conmon
i nterest communities shall be merged pursuant to the applicable
st at ut e;

(4) a reallocation of the allocated interests in the
preexi sting common interest comunities anong the units of the
resul tant common interest conmunity by stating the reall ocations
and the formul as upon which they are based;

(5) a statement that the commopn interest comunities have
approved and will, within 90 days after the execution of the
nmer ger agreenent, record a declaration as provided in subsection
(d) or commence an appropriate proceeding to acconplish the
recording if necessary.

(d) A declaration, including a new or anended CIC plat if
necessary, conplying with this chapter and governing the
resul tant common interest conmunity shall be recorded in every
county in which a portion of each preexisting common interest
community is |located, and the nerger or consolidation is not

effective until the declaration is recorded. 1In addition to
other matters required by this chapter, the declaration shal
cont ai n:

(1) a reference to the nanes and nunbers of the preexisting
commpn interest communities, and the names of their
associ ati ons;
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(2) a statement that the preexisting conmon interest
communities and their associati ons have been nerged or
consol i dated pursuant to this chapter and the applicable
corporate statute; and

(3) a statement that the decl arati on supersedes the
decl arations of the preexisting common interest comunities and
governs the resultant comon interest community.

(e) Upon approval as provided in subsection (b), the
association for the resultant comon interest comunity may
execute the declaration, and a new or amended CIC plat if
necessary, on behalf of the unit owners of, and all other
persons holding an interest in, the units or other property that
is a part of the preexisting conmon interest conmunities, and to
do all other acts necessary to nmerge or consolidate the comon
interest communities.

(f) The declaration and CIC plat for the resultant common
interest community nmay be recorded without the necessity of
payi ng the current or delinquent real estate taxes on any of the
units.

H ST: 1993 ¢ 222 art 2 s 22; 1999 c 11 art 2 s 14

515B. 2- 123 CHANGE OF FORM OF COMMON | NTEREST COMMUNI TY.

(a) The legal formof a condom nium planned conmunity or
cooperative subject to this chapter may be changed to a
condom ni um or planned conmunity, subject to any requirenents
contained in the declaration or bylaws of the comon interest
community, and the follow ng requirenents:

(1) Subject to paragraphs (2) and (3), the change of form
shal |l be approved in witing by the unit owners of units to
whi ch at | east 80 percent of the votes in the association are
al | ocated, and 80 percent of the first nortgagees of record of
the units (each nortgagee having one vote per unit financed).
The decl aration or bylaws may specify a smaller percentage only
if all of the units are restricted to nonresidential use. A
decl aration and byl aws conplying with this chapter shall be
approved, subject to the foregoing approval standards, with
respect to the new common interest comunity.

(2) If the period of declarant control has not expired, the
change of formshall also be approved in witing by the
decl arant .

(3) If the existing comon interest community is a
cooperative, the change of formshall also be approved in
witing by (i) each hol der of a blanket nortgage of record and
(ii) 80 percent of the secured parties holding interests in
share | oans encunbering the cooperative units or nenberships
(each secured party having one vote per share | oan owned).

(b) Upon approval as provided in subsection (a), the
association in the existing conmon interest conmunity shall have
authority to execute the declaration of the new common i nterest
community on behalf of the unit owners of, and all other persons
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hol ding an interest in, the units or other property which is a
part of the existing conmon interest conmunity, and to do al
other acts necessary to create the new conmon interest conmunity.

(c) Upon approval as provided in subsection (a), the
association in the existing conmon interest conmunity shall have
a power of attorney coupled with an interest to effect the
conveyance of the units or any other real estate owned by the
unit owners or the association, which is a part of the existing
common interest community, on behalf of the unit owners and al
other holders of interests in the common interest comunity,
including without Iimtation the power to execute al
i nstruments of conveyance and rel ated instrunents.

(d) I'n a change of |egal formunder this section, the
of fer, conveyance or exchange of a unit in the new comon
interest comunity to or with the person owning the unit in the
exi sting comon interest community shall not be subject to
article 4 of this chapter.

(e) A change of legal formunder this section shall not
af fect any preexisting obligations or liabilities of a declarant
under any statute, or under the disclosure statenent,
decl aration or bylaws of the existing common interest
community. The declarant of the existing common interest
community shall continue to have the rights and obligations of a
declarant with respect to the offer and sale of units owned by
it or its affiliates in the new conmon interest conmunity.

H ST: 1993 ¢ 222 art 2 s 23, 2005 c 121 s 19

515B. 2- 124 SEVERANCE OF COVMON | NTEREST COMMUNI TY.

(a) Unless the declaration provides otherwi se, a part of a
common i nterest community containing one or nmore units, with or
wi t hout common el enents, nmay be severed fromthe comon interest
conmuni ty, subject to the requirenents of this section. Subject
to any additional requirenments contained in the declaration, the
severance shall be approved in a witten severance agreenent
conplying with this section, executed by:

(1) unit owners entitled to cast at |east 67 percent of the
votes in the association, which approval shall include the
approval of unit owners entitled to cast a majority of the votes
allocated to units in the remaining conmon interest conmmunity
and the approval of unit owners entitled to cast a majority of
the votes allocated to units in the part of the comon interest
conmuni ty being severed,;

(2) declarant until the earlier of five years after the
recordi ng of the declaration or the tine at which declarant no
| onger owns an unsold unit; and

(3) in the case of a cooperative, all holders of nortgages
or contracts for deed on the entire real estate constituting the
cooperati ve.

(b) The declaration may specify a smaller percentage for
unit owner approval only if all of the units are restricted to
nonresi denti al use.
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(c) The severance agreenent shall specify a severance date
by which the severance of the common interest comunity shall be
acconpl i shed, after which the severance agreenent is void. The
severance agreenent shall be deened to grant to the association
a power of attorney coupled with an interest to effect the
severance of the conmon interest conmunity on behal f of the unit
owners and the holders of all other interests in the units,
including without Iimt the power to execute the amendnent to
t he decl aration, any instrunents of conveyance, and all rel ated
instrunments.

(d) The severance agreenent shall:

(1) Approve an amendnent to the declaration conplying with
this chapter, in substantially the sane formto be recorded,
which, at a mininum (i) legally describes the real estate
constituting the remai ning cormon interest comunity and the
real estate being severed, (ii) restates the nunber of units in
the remai ni ng comon interest community, (iii) reallocates the
interests of the unit owners in the remaining comopn i nterest
conmuni ty anmong the remaining units in accordance with the
allocation fornmula set forth in the declaration, and (iv)
recites any easenments to which the severed portion of the conmon
i nterest comunity remains subject.

(2) Approve an amendnent to the articles of incorporation
and byl aws of the remaining conmmn interest conmunity, if
necessary.

(3) Authorize the association to execute and record the
anended decl aration, articles of incorporation or bylaws on
behal f of the unit owners and all other persons hol ding an
interest in the remaining conmon interest conmunity, and to take
ot her actions necessary to acconplish the severance of the
conmon i nterest conmmunity.

(4) Allocate the assets and liabilities of the association
bet ween the association and (i) a new association formed
pursuant to subsection (g), or (ii) the owners of the units
bei ng severed, subject to a lien against their interest in the
severed real estate or their share in the assets of the
association in favor of any person that held a security interest
in their unit.

(5) If the units that are being severed fromthe comon
interest community will not be included in a new common interest
community that is (i) formed simultaneously with the severance
of the common interest conmunity, and (ii) includes all of the
units and substantially all of the common el ements being
severed, then the agreenent shall contain the witten consent of
hol ders of first nortgages on all units that are being severed,
and shall describe in detail the proposed disposition of al
real estate to be severed and all assets of the association
allocated to the severed units, and the distribution of the
proceeds of the disposition, if any.

(e) The severance agreenent or a nenorandum of it shall be
recorded in every county in which a part of the common interest
community is |located. The recording of the severance agreenent
or menorandum of it shall, fromthe date of recording,
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constitute notice to all persons subsequently acquiring an
interest in the conmon interest conmunity that the common
interest conmmunity is being severed, and that those persons
acquire their interests subject to the terns and conditions
contained in the severance agreenent and the anendnent to the
decl arati on.

(f) The amendnment to the declaration of the renaining
common interest community shall be recorded on or before the
severance date or the severance agreenent and the anendnment to
the declaration is void as of the day after the severance date.
The recordi ng of the anmendnment to the declaration shall conplete
t he severance of the common interest comunity and rel ease the
severed part of the common interest community fromthe
declaration wi thout further action by any person

(g) If the unit owners whose units are being severed from
the conmon interest conmunity intend to forma new conmon
interest community, then said unit owners shall, by at |east 80
percent of the votes allocated by the existing declaration to
said units, approve a new declaration, articles of incorporation
and byl aws to govern the new common interest comunity no |ater
than 60 days before the effective date of the severance. The
new decl aration shall be recorded sinultaneously with the
anendnment to the existing declaration. No |later than 30 days
after the date of the severance agreenent, the articles of
i ncorporation creating the association intended to govern the
new comon interest comunity shall be filed with the secretary
of state and pronptly thereafter the unit owners whose units are
bei ng severed shall elect a board of directors to act on behal f
of the new association. The board of directors of the new
associ ation shall cooperate with the board of directors of the
exi sting association to conplete the severance. The existing
associ ation shall retain all authority to act on behal f of the
common interest comunity until the amendnment to the existing
decl aration and the new decl arati on are recorded.

(h) The legal descriptions of the real estate constituting
(i) the remaining comon interest conmunity, and (ii) the
severed portion of the common interest community shall, at the
time of recording of the amendnment to the declaration referred
to in subsection (e), be as follows:

(1) I'n a planned community using a CIC plat that conplies
wi th section 515B. 2-110, subsection (d), the I ot and bl ock
descriptions contained in the CIC plat, and any anendnents to
it, with respect to (i) the remai ning common interest comunity,
and (ii) the severed portion of the conmon interest conmunity.

(2) I'n a condom nium or cooperative or planned community
using a CC plat that complies with section 515B. 2-110,
subsection (c), (i) the CIC plat description relating to the
remai ni ng common interest conmmunity, and (ii) the part of the
underlying | egal description of the real estate in the
decl aration creating the comon interest comunity, and any
anendnments to it, relating to the severed part of the comon
i nterest comunity.

(3) The recording officer for each county in which the
common interest comunity is located shall index the property
located in that county in its records under the |ega
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descriptions required by this subsection as of the date of
recordi ng of the anendnent to the declaration. |In the case of
regi stered property, the registrar of titles shall cancel the
existing certificates of title for the severed part of the
common interest community and issue certificates of title for
the property using the |l egal descriptions required by this
subsecti on.

(i) I'n a condom ni um or planned conmmunity, if the severed
part of the commopn interest comunity is not to be reconstituted
as a new comon interest community followi ng severance, title to
the conmon el enents and, in a conmon interest conmunity in which
all units have upper and | ower boundaries described in the
declaration title to all the real estate in the severed part of
the conmon interest conmunity, vests in the unit owners of the
units being severed, upon severance, as tenants in comon in
proportion to their respective allocated interests in the
declaration, and liens on the units shift accordingly. While
the tenancy in common exists, each unit owner and the unit
owner's successors in interest have an exclusive right to
occupancy of the portion of the real estate that formerly
constituted the unit, and a nonexcl usive easenent across, over
and under any common el ements contained in the severed portion
of the common interest conmunity for enjoynent, access,
utilities, comunication services, and other essential services,
as applicabl e.

(j) No comon interest comunity shall be severed in such a
manner as to materially inpair access, utility services,
conmuni cati on services, or other essential services with respect
to either the remaining comon interest community or the severed
part of the commopn interest comunity.

H ST: 1999 ¢ 11 art 2 s 15; 2005 ¢ 121 s 20

515B. 2- 125 ADDI TI ON OF COVMON ELEMENTS.

(a) Unless the declaration provides otherw se, real estate
owned by the association nmay be added to the comon i nterest
conmunity, as common el enents only, subject to the requirenents
of this section. Subject to any additional requirenents
contained in the declaration, the addition of the real estate
shal | be approved by:

(1) unit owners entitled to cast at |east 67 percent of the
votes in the association

(2) declarant until the earlier of (i) five years after the
recording of the declaration, or (ii) the tine at which
decl arant no | onger owns an unsold unit; and

(3) in the case of a cooperative, all holders of nortgages
or contracts for deed on the entire real estate constituting the
cooper ati ve.

(b) The declaration may specify a smaller percentage for
unit owner approval only if all of the units are restricted to
nonresidential use. A part of the common el enments shall not be
designated as limted common el enments unl ess approved
unani nously in witing by the unit owners.
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(c) The approval by the unit owners shall be deened to
grant to the association a power of attorney coupled with an
interest to acquire title to the real estate, if not previously
acquired, and to add the real estate to the common interest
community on behalf of the unit owners and the hol ders of al
other interests in the units, including without limt the power
to execute an anmendnent to the declaration and any ot her
instrunments relating to the acquisition

(d) Followi ng the required approvals, the association shal
record an amendnent to the declaration conplying with this
chapter, that, at a minimum (i) legally describes the rea
estate added, (ii) designates the real estate as part of the
common el ements, and (iii) subjects the real estate to the
decl arati on.

(e) I'n the case of a conmon interest conmunity using a plat
conplying with section 515B. 2-110, subsection (c), the
associ ation shall record an anended CIC plat reflecting the
change in the common el enents with the amendnent to the
declaration. The recording of the anmendnment to the declaration,
and amended CIC plat if required, shall conplete the addition of
the real estate without further action by any person

H ST: 1999 ¢ 11 art 2 s 16

515B. 3-101 ORGANI ZATI ON OF UNIT OMNERS' ASSOCI ATl ON.

A common interest comunity shall be adm nistered by an
associ ation. The association shall be incorporated no |ater
than the date the common interest comunity is created. The
menbershi p of the association at all tines consists exclusively
of all unit owners or, following term nation of the conmon
interest comunity, of all former unit owners entitled to
di stributions of proceeds under section 515B.2-119 or their
heirs, successors, or assigns. The association shall be
organi zed as a M nnesota profit or nonprofit corporation, or
may, in the case of a cooperative, be organi zed under chapter
308A. In the event of a conflict between this chapter and any
ot her chapter under which the association is incorporated, this
chapter shall control

H ST: 1993 ¢ 222 art 3 s 1; 2005 ¢ 121 s 21

515B. 3-102 POAERS OF UNI T OANERS' ASSOCI ATI ON.

(a) Except as provided in subsections (b) and (c), and
subj ect to the provisions of the declaration or bylaws, the
associ ation shall have the power to:

(1) adopt, anend and revoke rules and regul ati ons not
i nconsistent with the articles of incorporation, bylaws and
declaration, as follows: (i) regulating the use of the comon
elements; (ii) regulating the use of the units, and conduct of
unit occupants, which may jeopardi ze the health, safety or
wel fare of other occupants, which involves noise or other
di sturbing activity, or which nay damage the common el enents or
other units; (iii) regulating or prohibiting animals; (iv)
regul ati ng changes in the appearance of the comon el enents and
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conduct whi ch may damage the common interest comunity; (V)
regul ating the exterior appearance of the common interest
communi ty, including, for exanple, balconies and patios, w ndow
treatnments, and signs and ot her displays, regardl ess of whether
inside a unit; (vi) inplenmenting the articles of incorporation
decl aration and byl aws, and exercising the powers granted by
this section; and (vii) otherwise facilitating the operation of
t he conmon interest conmunity;

(2) adopt and anend budgets for revenues, expenditures and
reserves, and levy and col |l ect assessnments for commpn expenses
fromunit owners;

(3) hire and di scharge nmanagi ng agents and ot her enpl oyees,
agents, and independent contractors;

(4) institute, defend, or intervene in litigation or
adm ni strative proceedings (i) in its own nanme on behal f of
itself or two or nore unit owners on matters affecting the
common el ements or other matters affecting the common interest
community or, (ii) with the consent of the owners of the
affected units on matters affecting only those units;

(5) make contracts and incur liabilities;

(6) regul ate the use, maintenance, repair, replacenent, and
nodi fication of the common el ements and the units;

(7) cause inprovenents to be made as a part of the common
el ements, and, in the case of a cooperative, the units;

(8) acquire, hold, encunber, and convey in its own name any
right, title, or interest to real estate or personal property,
but (i) conmon el enents in a condom nium or planned conmunity
may be conveyed or subjected to a security interest only
pursuant to section 515B.3-112, or (ii) part of a cooperative
may be conveyed, or all or part of a cooperative may be
subjected to a security interest, only pursuant to section
515B. 3-112;

(9) grant easenents for public utilities, public
ri ghts-of-way or other public purposes, and cable television or
ot her communi cations, through, over or under the conmon
el ements; grant easenents, |eases, or licenses to unit owners
for purposes authorized by the declaration; and, subject to
approval by resolution of unit owners other than declarant or
its affiliates, grant other easenments, |eases, and |licenses
t hrough, over or under the conmon el enents;

(10) inpose and receive any paynents, fees, or charges for
the use, rental, or operation of the comon el enents, other than
limted conmon el enents, and for services provided to unit
owners;

(11) inpose charges for |ate paynment of assessnents and,
after notice and an opportunity to be heard, |evy reasonable
fines for violations of the declaration, bylaws, and rules and
regul ati ons of the association

(12) inpose reasonabl e charges for the review, preparation
and recordation of anmendnents to the declaration, resale
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certificates required by section 515B. 4-107, statenents of
unpai d assessnents, or furnishing copies of association records;

(13) provide for the indemification of its officers and
directors, and maintain directors' and officers' liability
i nsur ance,

(14) provide for reasonabl e procedures governing the
conduct of meetings and el ection of directors;

(15) exercise any other powers conferred by |aw, or by the
declaration, articles of incorporation or bylaws; and

(16) exercise any other powers necessary and proper for the
governance and operation of the association

(b) Notwi thstandi ng subsection (a) the declaration or
byl aws may not inpose limtations on the power of the
association to deal with the declarant which are nore
restrictive than the Iimtations i nposed on the power of the
association to deal with other persons.

(c) Notwi thstandi ng subsection (a), powers exercised under this section nmust conmply
with section 500.215:

[500.215 Limits On Certain Residential Property Rights Prohibited; Flag Display.

Subdivision 1. General rule. (a) Any provision of any deed restriction, subdivision regulation, restrictive covenant, local
ordinance, contract, rental agreement or regulation, or homeowners association document that limits the right of an owner or
tenant of residential property to display the flag of the United States and the flag of the State of Minnesotais void and
unenforceable.

(b) "Homeowners association document™ includes the declaration, articles of incorporation, bylaws, and rules and regulations
of:

(1) acommon interest community, as defined in section 515B.1-103(C)(10), regardless of whether the common interest
community is subject to chapter 515B; and

(2) aresidential community that is not a common interest community, as defined in section 515B.1-103(C)(10).

Subd. 2.  Exceptions. (a) This section does not prohibit limitations narrowly tailored to protect health or safety.

(b) This section does not prohibit limitations that restrict:

(1) the size of the flag to be displayed to a size customarily used on residential property;

(2) the installation and display of the flag to a portion of the residential property to which the person who displays the flag
has exclusive use; or

(3) illuminating the flag.

(c) This section does not prohibit a requirement that the flag be displayed in alegal manner under Minnesota law, that the
flag be in good condition and not altered or defaced, or that the flag not be affixed in a permanent manner to that portion of
property to be maintained by others or in away that causes more than inconsequential damage to others' property. A person
who causes damageis liable for the repair costs.

Subd. 3.  Applicability. This section appliesto all limitations described in subdivision 1 and not excepted in subdivision 2,
regardless of whether adopted before, on, or after August 1, 2005.

Subd. 4. Recovery of attorney fees. If an owner or tenant of residential property is denied the right provided by this
section, the owner or tenant is entitled to recover, from the party who denied the right, reasonabl e attorney fees and expenses if
the owner or tenant prevailsin enforcing theright. If aflagisinstalled or displayed in violation of enforceable restrictions or
limitations, the party enforcing the restrictions or limitations is entitled to recover, from the party displaying the flag,
reasonable attorney fees and expenses if the enforcing party prevailsin enforcing the restrictions or_limitations.

HIST: 2005 c 168 s 1]

H ST: 1993 ¢ 222 art 3 s 2; 2005 ¢ 121 s 22; 2005 c 168 s 4
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515B. 3-103 BOARD COF DI RECTORS, OFFI CERS AND DECLARANT CONTRCL.

(a) An association shall be governed by a board of
directors. Except as expressly prohibited by the declaration
the articles of incorporation, bylaws, subsection (b), or other
provisions of this chapter, the board may act in all instances
on behalf of the association. 1In the performance of their
duties, the officers and directors are required to exercise (i)
i f appointed by the declarant, the care required of fiduciaries
of the unit owners and (ii) if elected by the unit owners, the
care required of a director by section 302A. 251 or 317A. 251, as
appl i cabl e.

(b) The board may not act unilaterally to anmend the
declaration, to terminate the comon interest comunity, to
elect directors to the board, or to determ ne the
qualifications, powers and duties, or terns of office of
directors, but the board may fill vacancies in its nenbership
created other than by renoval by the vote of the association
menbers for the unexpired portion of any term

(c) The declaration may provide for a period of declarant
control of the association, during which a declarant, or persons
designated by the declarant, may appoint and renove the officers
and directors of the association. The period of declarant
control begins on the date of creation of the common interest
community and term nates upon the earliest of the follow ng
events: (i) five years after the date of the first conveyance
of a unit to a unit owner other than a declarant in the case of
a flexible cormon interest comunity or three years in the case
of any other common interest community, (ii) the declarant's
vol untary surrender of control by giving witten notice to the
unit owners pursuant to section 515B.1-115, or (iii) the
conveyance of 75 percent of the units to unit owners other than
a decl arant.

(d) The board shall cause a neeting of the unit owners to
be called, as foll ows:

(1) If the period of declarant control has term nated
pursuant to subsection (c), a nmeeting of the unit owners shal
be called and held within 60 days after said termnation, at
whi ch the board shall be elected by all unit owners, including
decl arant, subject to the requirenents of subsection (e).

(2) If 50 percent of the units that a declarant is
aut hori zed by the declaration to create have been conveyed pri or
to the termnation of the declarant control period, a nmeeting of
the unit owners shall be called and held within 60 days
thereafter, at which not | ess than 33-1/3 percent of the nmenbers
of the board shall be elected by unit owners other than a
declarant or an affiliate of a declarant.

(e) Following the term nation of any period of declarant
control, the unit owners shall elect the board. Al unit
owners, including the declarant and its affiliates, may cast the
votes allocated to any units owned by them The board shal
thereafter be subject to the follow ng requirenents.
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(1) Amjority of the directors shall be unit owners other
than a declarant or an affiliate of a declarant, or a natura
person designated by a unit owner that is not a natural person
The remai ning directors need not be unit owners unless required
by the articles of incorporation or byl aws.

(2) Subject to the requirenments of subsection (1), the
articles of incorporation or bylaws may authorize (i) the
appoi ntment or election of one director, who need not be a unit
owner, by a declarant or by a person or persons other than a
unit owner, (ii) classes of directors, and (iii) the election of
certain directors by unit owners of a certain class or classes
of units. The articles of incorporation or bylaws shall not be
anended to change or terminate the authorization described in
(i) without the witten consent of the declarant or other person
possessi ng the power to appoint or elect.

(3) Subject to the requirenents of subsection (1), if
separate classes of directors are authorized under subsection
(2), the articles of incorporation or bylaws may authorize cl ass
voting by classes of directors on specified issues affecting
only a certain class of units, or to protect the legitimte
interests of the class. A person shall not use special class
voting to evade any limt inposed on declarants by this chapter

(4) The board shall elect the officers. The directors and
of ficers shall take office upon election

(f) I'n determ ning whether the period of declarant control
has term nated under subsection (c), or whether unit owners
other than a declarant are entitled to elect nenbers of the
board of directors under subsection (d), the percentage of the
units conveyed shall be cal cul ated using as a nunerator the
nunber of units conveyed and as a denom nator the nunber of
units subject to the declaration plus the nunber of units which
the declarant is authorized by the declaration to create on any
additional real estate. The percentages referred to in
subsections (c) and (d) shall be calcul ated without reference to
units that are auxiliary to other units, such as garage units or
storage units. A person shall not use a master association or
ot her device to evade the requirenents of this section

(g) Except as otherw se provided in this subsection
nmeetings of the board of directors nust be open to the unit
owners. To the extent practicable, the board shall give
reasonabl e notice to the unit owners of the date, tine, and
pl ace of a board neeting. |If the date, time, and pl ace of
nmeetings are provided for in the declaration, articles, or
byl aws, announced at a previous neeting of the board, posted in
a location accessible to the unit owners and designated by the
board fromtinme to time, or if an emergency requires inmedi ate
consi deration of a matter by the board, notice is not required.
"Notice" has the neaning given in section 317A. 011, subdi vision
14. Meetings may be closed to discuss the foll ow ng:

(1) personnel matters;

(2) pending or potential litigation, arbitration or other
potentially adversarial proceedings, between unit owners,
bet ween the board or association and unit owners, or other
matters in which any unit owner may have an adversari al
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interest, if the board determ nes that closing the neeting is
necessary to discuss strategy or to otherw se protect the
position of the board or association or the privacy of a unit
owner or occupant of a unit; or

(3) crimnal activity arising within the comon interest
community if the board deternmines that closing the neeting is
necessary to protect the privacy of the victimor that opening
the nmeeting woul d jeopardi ze investigation of the activity.

Nothing in this subsection inposes a duty on the board to
provi de special facilities for neetings. The failure to give
notice as required by this subsection shall not invalidate the
board neeting or any action taken at the neeting. The mnutes
of any part of a neeting that is closed under this subsection
may be kept confidential at the discretion of the board.

H ST: 1993 ¢ 222 art 3 s 3; 1999 ¢ 11 art 2 s 17, 2005 c 121 s
23

515B. 3-104 TRANSFER OF SPECI AL DECLARANT RI GHTS.

(a) A special declarant right created or reserved under
this chapter may be voluntarily transferred only by a separate
i nstrunment evidencing the transfer recorded in every county in
whi ch any part of the common interest community is |ocated. The
separate instrument shall be recorded against all units in the
common interest community, or in the case of a cooperative
agai nst the real estate owned by the cooperative, or in the case
of a condom nium on registered | and, the instrument mnmust be
filed pursuant to section 508.351, subdivision 3, or 508A. 351
subdivision 3. The instrument may provide for the conveyance of
| ess than all of the special declarant rights, and is not
ef fective unl ess executed by the transferor and transferee. A
deed in lieu of foreclosure, or other conveyance arising out of
a foreclosure or cancellation, shall not be deenmed a voluntary
transfer within the nmeaning of this section

(b) Upon the voluntary transfer of any special declarant
right, the liability of a transferor declarant is as follows:

(1) Atransferor is not relieved of any obligation or
liability arising before the transfer and remains |liable for
warranty obligations inmposed on the transferor by this chapter
Lack of privity does not deprive any unit owner of standing to
mai ntain an action to enforce any obligation of the transferor.

(2) If a successor to any special declarant right is an
affiliate of a declarant, the transferor is jointly and
severally liable with the successor for any obligations or
l[iabilities of the successor relating to the common interest
conmuni ty.

(3) If a transferor retains any special declarant rights,
but transfers other special declarant rights to a successor who
is not an affiliate of the declarant, the transferor is liable
for any obligations or liabilities inposed on a declarant by
this chapter or by the declaration relating to the retained
speci al declarant rights and arising before or after the
transfer.
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(4) Atransferor has no liability for any act or om ssion
or any breach of a contractual or warranty obligation arising
fromthe exercise of a special declarant right by a successor
declarant who is not an affiliate of the transferor

(c) Upon the voluntary transfer of any special declarant
right, the liability of a successor declarant is as foll ows:

(1) A successor to any special declarant right who is an
affiliate of a declarant is subject to all obligations and
liabilities inposed on the transferor by this chapter or by the
decl arati on.

(2) A successor to any special declarant right who is not
an affiliate of a declarant is subject to all obligations and
liabilities inposed by this chapter or the declaration, except:
(i) msrepresentations by any previous declarant; (ii) warranty
obligations on inprovenents made by any previous decl arant, or
made before the conmon interest community was created; (iii)
breach of any fiduciary obligation by any previous decl arant or
t he decl arant's appointees to the board; (iv) any liability or
obligation inposed on the transferor as a result of the
transferor's acts or omissions after the transfer; and (v) any
liability arising out of a special declarant right which was not
transferred as provided in subsection (a).

(d) I'n case of foreclosure of a nortgage or cancellation of
a contract for deed or other security interest (or conveyance in
lieu thereof), sale by a trustee under an agreenment creating a
security interest, tax sale, judicial sale, or sale under
bankruptcy code or receivership proceedi ngs, of any units or
additional real estate, or interest therein, owned by a
decl arant, a person acquiring title to the property or interests
succeeds to all special declarant rights related to the property
or interests held by that declarant and acquired by it unless (i)
the nortgage instrunent or other instrunment creating the
security interest, (ii) the instrument conveying title or (iii)
a separate instrunent signed by the person and recorded within
60 days after the person acquires title to the property or
interests, provides for transfer of less than all special
declarant rights. The separate instrunent need be recorded only
against the title to the units or interests other than those
bei ng acquired under this subsection, or in the case of a
cooperative, against the real estate owned by the cooperative.
The decl arant shall cease to have or exercise any speci al
declarant rights which are transferred. |If the person has
limted the transfer of certain special declarant rights as
provided in this subsection, then it and its successor's
liability shall be limted, as foll ows:

(1) If the person or its successor limts its rights and
liabilities only to maintain nodels, sales office and signs, and
if that party is not an affiliate of a declarant, it is not
subject to any liability or obligations as a declarant, except
the obligation to provide a disclosure statenment and any
liability arising fromthat obligation, and it may not exercise
any ot her special declarant rights.

(2) If the person or its successor is not an affiliate of a
declarant, it may declare its intention in a recorded instrunent
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as provided in subsection (a) to acquire all special declarant
rights and hold those rights solely for transfer to another
person. Thereafter, until the special declarant rights are
transferred to a person acquiring title to any unit owned by the
successor, or until a separate instrunent is recorded permtting
exercise of all of those rights, that successor nmay not exercise
any of those rights other than the right to control the board of
directors in accordance with the provisions of section

515B. 3-103 for the duration of any period of declarant control
So long as any successor may not exercise its special declarant
rights under this subsection, it is not subject to any liability
or obligation as a declarant other than liability for its acts
and omi ssions under section 515B. 3-103.

(e) Any attenpted exercise by a purported successor to a
speci al declarant right which is not transferred as provided in
this section is void, and any purported successor attenpting to
exercise that right shall be liable for any danages arising out
of its actions.

(f) Nothing in this section shall subject any successor to
a special declarant right to any clainms against or other
obligations of a transferor declarant, other than clains and
obligations arising under this chapter, or the declaration or
byl aws.

H ST: 1993 ¢ 222 art 3 s 4; 2001 c 50 s 29

515B. 3-105 TERM NATI ON OF CONTRACTS, LEASES.

(a) If entered into prior to term nation of the period of
declarant control, (i) any nmanagenent contract, enploynent
contract, or |lease of recreational facilities, or garages or
other parking facilities, (ii) any contract, |ease, or license
bi ndi ng the associ ation, and to which a declarant or an
affiliate of a declarant is a party, or (iii) any contract,
| ease or license binding the association or any unit owner ot her
than the declarant or an affiliate of the declarant which is not
bona fide or which was unconscionable to the unit owners at the
time entered into under the circunstances then prevailing, may
be term nated without penalty by the association under the
procedures described in this section

(b) If prior to expiration of the suspension period
described in section 515B.2-121, subsection (c), paragraph (3),
a contract, lease, or license of a type described in subsection
(a) is entered into by a person having authority to appoint the
directors of the nmaster association and is binding upon the
mast er associ ation, then the master association, and not any
association, may ternm nate the contract, |ease, or |icense under
t he procedures described in this section.

(c) Term nation shall be upon no | ess than 90 days' noti ce.
Notice of termi nation shall be given by the association or
mast er associ ation, as applicable, in accordance with section
515B. 1- 115; provided, that notice shall be effective only if
given within two years following the term nation of the period
of declarant control or the suspension period described in
section 515B. 2-121, subsection (c), paragraph (3), as applicable.
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(d) This section does not apply to:

(1) any lease the term nation of which would term nate the
conmon i nterest conmmunity;

(2) in the case of a cooperative, a nortgage or contract
for deed encunbering real estate owned by the association
except that if the nortgage or contract for deed contains a
contractual obligation involving a type of contract, |ease, or
i cense which may be term nated pursuant to subsection (a) or
(b), then that contractual obligation may be term nated pursuant
to subsection (c); or

(3) an agreenent between a declarant or an affiliate of a
decl arant, or a person having authority pursuant to section
515B. 2-121(c)(3) to appoint the directors of the master
associ ation, and any governnental entity, if such agreenment is
necessary to obtain governnental approvals, provide financing
under any type of government program or provide for
governnmental |y required access, conservation, drainage, or
utilities.

H ST: 1993 ¢ 222 art 3 s 5; 1999 ¢ 11 art 2 s 18, 2000 c 260 s
75; 2005 c 121 s 24

515B. 3-106 BYLAWS;, ANNUAL REPORT.

(a) A common interest community shall have byl aws which
comply with this chapter and the statute under which the
association is incorporated. The bylaws and any anmendnents may
be recorded, but need not be recorded to be effective unless so
provided in the byl aws.

(b) The byl aws shall provide that, in addition to any
statutory requirenents:

(1) A neeting of the menbers shall be held at |east once
each year, and a specified officer of the association shall give
notice of the neeting as provided in section 515B. 3-108.

(2) An annual report shall be prepared by the association
and a copy of the report shall be provided to each unit owner at
or prior to the annual neeting.

(c) The annual report shall contain at a m ni mum

(1) a statement of any capital expenditures in excess of
two percent of the current budget or $5,000, whichever is
greater, approved by the association for the current fiscal year
or succeeding two fiscal years;

(2) a statement of the bal ance in any reserve or
repl acenent fund

(3) a copy of the statenent of revenues and expenses for
the association's last fiscal year, and a bal ance sheet as of
the end of said fiscal year

(4) a statement of the status of any pending litigation or
judgnents to which the association is a party;
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(5) a detailed description of the insurance coverage
provi ded by the association including a statement as to which,
if any, of the itens referred to in section 515B. 3-113,
subsection (b), are insured by the association; and

(6) a statement of the total past due assessnents on al
units, current as of not nore than 60 days prior to the date of
t he neeting.

H ST: 1993 ¢ 222 art 3 s 6; 1999 c 11 art 2 s 19; 2005 c 121 s
25

515B. 3-107 UPKEEP OF COVMON | NTEREST COVMUNI TY.

(a) Except to the extent provided by the declaration, this
subsection or section 515B.3-113, the association is responsible
for the mai ntenance, repair and replacenent of the conmon
el ements, and each unit owner is responsible for the
mai nt enance, repair and replacenent of the unit owner's unit.
Danmage to the common el enments or any unit as a result of the
acts or omissions of a unit owner or the association is the
responsibility of the person causing the damage, or whose agents
or invitees caused the danage.

(b) The association shall have access through and into each
unit for purposes of perform ng nmaintenance, repair or
repl acenent for which the association may be responsible. The
associ ation and any public safety personnel shall al so have
access for purposes of abating or correcting any condition in
the unit which violates any governnental |aw, ordinance or
regul ati on, which may cause nmaterial danage to or jeopardize the
safety of the conmmon interest conmunity, or which nmay constitute
a health or safety hazard for occupants of units.

(c) Neither the association, nor any unit owner other than
the declarant or its affiliates, is subject to a claimfor
paynment of expenses incurred in connection with any additiona
real estate.

H ST: 1993 ¢ 222 art 3 s 7

515B. 3- 108 MEETI NGS.

(a) A neeting of the association shall be held at | east
once each year. At each annual neeting, there shall be, at a
mnimum (i) an election of successor directors for those
directors whose terns have expired, (ii) a report on the
activities and financial condition of the association and (iii)
consi derati on of and action on any other matters included in the
notice of neeting. Unless the byl aws provide otherw se, specia
nmeetings of the association may be called by the president and
shal |l be called by the president or secretary upon the witten
petition of a majority of the board or unit owners entitled to
cast at |least 20 percent of the votes in the association

(b) Not less than 21 nor nore than 30 days in advance of
any annual neeting, and not |ess than seven nor nore than 30
days i n advance of any special neeting, the secretary or other
of ficer specified in the bylaws shall cause notice to be hand
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delivered or sent postage prepaid by United States mail to the
mai | i ng address of each unit, or to any other address designated
inwiting by the unit owner to the association as provided in
the byl aws or by statute.

(c) The notice of any neeting shall state the date, tine
and pl ace of the neeting, the purposes of the neeting, and, if
proxies are permtted, the procedures for appointing proxies.

(d) The board may provide for reasonabl e procedures
governi ng the conduct of neetings and el ections.

H ST: 1993 ¢ 222 art 3 s 8

515B. 3- 109 QUORUNMS.

(a) Unless the bylaws provide otherw se, a quorumis
present throughout any neeting of the association if unit owners
entitled to cast in excess of 20 percent of the votes in the
associ ation are present in person or by proxy at the beginning
of the neeting.

(b) Unless the bylaws provide otherw se, a quorumis
present throughout any neeting of the board if persons entitled
to cast in excess of 50 percent of the votes on that board are
present in person at the beginning of the neeting.

H ST: 1993 ¢ 222 art 3 s 9

515B. 3-110 VOTI NG PROXI ES.

(a) At any neeting of the association an owner or the
hol der of the owner's proxy shall be entitled to cast the vote
which is allocated to the unit. |If there is nore than one owner
of a unit, only one of the owners may cast the vote. |If the
owners of a unit fail to agree and notify the association as to
who shall cast the vote, the vote shall not be cast. Any
provision in the articles of incorporation, bylaws, declaration
or other document restricting a unit owner's right to vote, or
af fecting quorum requirenents, by reason of nonpaynent of
assessnents, or a purported violation of any provision of the
docunents governing the comon interest comunity, shall be void.

(b) If permitted by the articles or bylaws, votes allocated
to a unit nmay be cast pursuant to a proxy executed by the unit
owner entitled to cast the vote for that unit. The board may
specify the formof proxy and proxy rules, consistent with | aw

(c) The entire vote on any single issue (except the
el ection of directors), may be by mailed ballots, subject to (i)
any prohibition or requirenment contained in the articles of
i ncorporation, bylaws, or declaration and (ii) any requirenments
of the statute under which the association is created. Such a
vote shall have the force and effect of a vote taken at a
nmeeting; provided, that the total votes cast are at |east equa
to the votes required for a quorum The board shall set a
voting period within which the ballots nust be returned, which
peri od shall be not |less than ten nor nore than 30 days after
the date of mmiling or hand delivery of the ballots to the
owners. The board of directors shall provide witten notice of
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the results of the vote to the nmenbers within 30 days after the
expiration of the voting period. Al requirenents in this
chapter, the declaration or the bylaws for a nmeeting of the
menbers, or being present in person, shall be deened satisfied
by a vote taken by mail in conpliance with the requirenents of
this section.

(d) The articles of incorporation or bylaws nmay authorize
class voting by unit owners for directors or on specified issues
affecting the class. ddass voting may only be used to address
operational, physical, or admnistrative differences within the
common interest community. A declarant shall not use class
voting to evade any limt inposed on declarants by this chapter
and units shall not constitute a class because they are owned by
a decl arant.

(e) The declaration or bylaws may provide that votes on
specified matters affecting the comon interest community be
cast by |l essees or secured parties rather than unit owners;
provided that (i) the provisions of subsections (a), (b), and (c)
apply to those persons as if they were unit owners; (ii) unit
owners who have so del egated their votes to other persons may
not cast votes on those specified matters; (iii) |essees or
secured parties are entitled to notice of neetings, access to
records, and other rights respecting those matters as if they
were unit owners, and (iv) the |l essee or secured party has filed
sati sfactory evidence of its interest with the secretary of the
association prior to the neeting. Unit owners nust al so be
given notice, in the manner provided in section 515B. 3-108(b),
of meetings at which | essees or secured parties are entitled to
vot e.

(f) No votes allocated to a unit owned by the association
may be cast nor counted toward a quorum

H ST: 1993 ¢ 222 art 3 s 10; 1999 c 11 art 2 s 20; 2005 c 121; s 26

515B. 3-111 TORT AND CONTRACT LI ABILITY.

(a) Neither the association nor any unit owner except the
declarant is liable for that declarant's torts in connection
with any part of the common interest conmunity. An action
alleging a tort or contract violation by the association shal
not be brought against a unit owner solely by reason of
ownership. |If the tort or contract violation occurred during
any period of declarant control and the association or a unit
owner gives the declarant reasonable notice of and an
opportunity to defend against the action, the declarant who then
controlled the association is liable to the association or to
any unit owner for (i) all |osses not covered by insurance
suffered by the association or that unit owner, and (ii) al
costs that the association would not have incurred but for the
tort or contract violation

(b) Whenever the declarant is liable to the association or
a unit owner under this section, the declarant is also |iable
for all expenses of litigation, including reasonable attorney's
fees, incurred by the association or unit owner. Any statute of
l[imtation affecting a right of action under this section is
tolled until the period of declarant control term nates. A unit
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owner is not precluded from maintai ning an action contenpl at ed
by this section because of being a unit owner or an officer or
director of the association

(c) Except as provided in subsections (a) and (b) with
respect to a declarant, no unit owner shall have tort liability
ari sing out of ownership of the common elenments if the
association has liability insurance coverage on the occurrence
in an anount not |ess than $1, 000, 000.

H ST: 1993 ¢ 222 art 3 s 11

515B. 3-112 CONVEYANCE OF, OR CREATION OF SECURI TY | NTERESTS I N, COMVON
ELEMENTS.

(a) I'n a condom nium or planned conmunity, unless the
decl aration provides otherw se, portions of the commobn el enents
may be conveyed or subjected to a security interest by the
association if persons entitled to cast at |east 67 percent of
the votes in the association, including 67 percent of the votes
allocated to units not owned by a declarant, or any | arger
percent age the declaration specifies, approve that action in
witing or at a neeting; but all unit owners of units to which
any limted comon elenent is allocated nust agree in order to
convey that limted conmon el enent or subject it to a security
interest. The declaration may specify a smaller percentage only
if all of the units are restricted to nonresidential use.

(b) I'n a cooperative, unless the declaration provides
ot herwi se, part of a cooperative may be conveyed, or all or a
part subjected to a security interest, by the association if
persons entitled to cast at |east 67 percent of the votes in the
associ ation, including 67 percent of the votes allocated to
units in which the declarant has no interest, or any |arger
percent age the declaration specifies, approves that action in
witing or at a neeting. |If fewer than all of the units or
[imted conmon el enents are to be conveyed or subjected to a
security interest, then all unit owners of those units, or the
units to which those Iinmted common el enents are allocated, nust
agree in order to convey those units or limted common el enents
or subject themto a security interest. The declaration may
specify a snaller percentage only if all of the units are
restricted to nonresidential use. Any purported conveyance or
ot her voluntary transfer of an entire cooperative is void,
unl ess made pursuant to section 515B.2-119.

(c) The association, on behalf of the unit owners, may
contract to convey or encunber an interest in the comon
el ements of a comon interest comunity pursuant to this
subsection, subject to the required approval. After the
approval has been obtained, the association shall have a power
of attorney coupled with an interest to effect the conveyance or
encunbrance on behalf of all unit owners in the comon interest
communi ty, including the power to execute deeds, nortgages, or
other instrunents of conveyance or security. The instrunent
conveying or creating the interest in the common interest
community shall be recorded and shall include as exhibits (i) an
affidavit of the secretary of the association certifying that
t he approval required by this section has been obtained and (ii)
a schedul e of the nanmes of all unit owners and units in the

© Copyright 2005/2006 RESERVE DATA ANALYSIS, INC. - MIDWEST REGION  MINNEAPOLIS: (612) 616-4817 TOLL FREE: (866) 780-7943
page 59



common interest community as of the date of the approval.

(d) Unl ess made pursuant to this section, any purported
conveyance, creation of a security interest in or other
voluntary transfer of any interest in the comon el enents, or of
any part of a cooperative, is void. The grant of an easenent,
| ease, or license pursuant to section 515B.3-102(a)(9) is not
subject to this section.

(e) In the case of a conveyance involving a condom nium a
pl anned conmunity utilizing a CC plat conplying with section
515B. 2-110(c), or a cooperative in which the unit owners
interests are characterized as real estate, the association
shall record, sinultaneously with the recording of the
i nstrument of conveyance, an anmended CI C plat showi ng the rea
estate constituting the common interest comunity excl usive of
the real estate conveyed. 1In all comon interest communities,
upon recordi ng of the instrunent of conveyance, the declaration
and all rights and obligations arising therefrom shall be
deened rel eased and term nated as to the real estate conveyed.

(f) A conveyance or encunbrance of common el ements, or of a
cooperative, pursuant to this section shall not deprive any unit
of its rights of support, reasonable access or utility services.

(g) Except as provided in subsection (a), or unless the
decl aration otherw se provi des, a conveyance or encunbrance of
common el ements pursuant to this section does not affect the
priority or validity of preexisting encunbrances.

(h) Any proceeds of the conveyance or creation of a
security interest under this section are an asset of the
associ ati on.

(i) This section shall not apply to any conveyance or
encunbrance of any interest in a proprietary |ease.

H ST: 1993 ¢ 222 art 3 s 12; 1995 c 92 s 11; 2005 c 121 s 27

515B. 3- 113 | NSURANCE.

(a) Commencing not later than the tine of the first conveyance of a unit to a unit
owner other than a declarant, the association shall maintain, to the extent reasonably
avai |l abl e:

(1) subject to subsection (b), property insurance (i) on

t he conmon el enents and, in a planned conmunity, also on
property that nust becone conmon el enents, (ii) for broad form
covered causes of loss, and (iii) in a total anobunt of not |ess
than the full insurable replacenment cost of the insured
property, |ess deductibles, at the time the insurance is
purchased and at each renewal date, exclusive of itens normally
excluded from property policies; and

(2) commercial general liability insurance against clains
and liabilities arising in connection with the ownership,
exi stence, use or managenent of the property in an anmount, if
any, specified by the comobn interest community instrunments or
ot herwi se deenmed sufficient in the judgment of the board,
i nsuring the board, the association, the nanagenent agent, and
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their respective enpl oyees, agents and all persons acting as
agents. The declarant shall be included as an additiona
insured in its capacity as a unit owner or board nenber. The
unit owners shall be included as additional insureds but only
for clains and liabilities arising in connection with the
owner shi p, existence, use or managenent of the common el enents.
The insurance shall cover clains of one or nore insured parties
agai nst other insured parties.

(b) I'n the case of a conmon interest conmunity that
contains units, or structures within units, sharing or having
contiguous walls, siding or roofs, the insurance maintained
under subsection (a)(1l) shall include those units, or structures
within those units, and the common el enments. The insurance need
not cover the following itenms within the units: (i) ceiling or
wal I finishing materials, (ii) floor coverings, (iii) cabinetry,
(iv) finished mllwork, (v) electrical or plunbing fixtures
serving a single unit, (vi) built-in appliances, or (vii) other
i nprovenents and betternents, regardl ess of when installed. If
any inprovenments and betternments are covered, any increased cost
may be assessed by the association against the units affected.
The association may, in the case of a claimfor damage to a unit
or units, (i) pay the deductible anmount as a commobn expense,
(ii) assess the deductible anbunt against the units affected in
any reasonable manner, or (iii) require the unit owners of the
units affected to pay the deductible anount directly.

(c) If the insurance described in subsections (a) and (b)
is not reasonably available, the association shall pronptly
cause notice of that fact to be hand delivered or sent prepaid
by United States mail to all unit owners. The decl aration may
require the association to carry any other insurance, and the
association in any event may carry any other insurance it
consi ders appropriate to protect the association, the unit
owners or officers, directors or agents of the association

(d) I'nsurance policies carried pursuant to subsections (a)
and (b) shall provide that:

(1) each unit owner and secured party is an insured person
under the policy with respect to liability arising out of the
unit owner's interest in the conmon el enents or nmenbership in
t he associ ati on;

(2) the insurer waives its right to subrogation under the
policy against any unit owner of the condom nium or nenbers of
the unit owner's househol d and agai nst the association and
nmenbers of the board of directors;

(3) no act or om ssion by any unit owner or secured party,
unl ess acting within the scope of authority on behalf of the
associ ation, shall void the policy or be a condition to recovery
under the policy; and

(4) if at the time of a |l oss under the policy there is
other insurance in the nane of a unit owner covering the sane
property covered by the policy, the association's policy is
primary insurance.

(e) Any |l oss covered by the property policy under
subsection (a)(1) shall be adjusted by and with the
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associ ation. The insurance proceeds for that |oss shall be
payable to the association, or to an insurance trustee
designated by the association for that purpose. The insurance
trustee or the association shall hold any insurance proceeds in
trust for unit owners and secured parties as their interests may
appear. The proceeds shall be disbursed first for the repair or
restoration of the damaged common el ements and units. |If there
is a surplus of proceeds after the common el enments and units
have been conpletely repaired or restored or the common interest
community is termnated, the board of directors nmay retain the
surplus for use by the association or distribute the surplus
anong the owners on an equitable basis as determ ned by the

boar d.

(f) Unit owners may obtain insurance for personal benefit
in addition to insurance carried by the association

(g) An insurer that has issued an insurance policy under
this section shall issue certificates or menoranda of insurance,
upon request, to any unit owner or secured party. The insurance
may not be canceled until 60 days after notice of the proposed
cancel | ati on has been nmailed to the association, each unit owner
and each secured party for an obligation to whomcertificates of
i nsurance have been i ssued.

(h) Any portion of the common interest conmmunity which is
damaged or destroyed as the result of a |loss covered by the
association's insurance shall be pronptly repaired or repl aced
by the association unless (i) the common interest conmunity is
term nated and the association votes not to repair or replace
all or part thereof, (ii) repair or replacenent would be illega
under any state or local health or safety statute or ordi nance,
or (iii) 80 percent of the unit owners, including every unit
owner and hol der of a first nortgage on a unit or assigned
[imted common el ement which will not be rebuilt, vote not to
rebuil d. Subject to subsection (b), the cost of repair or
repl acenent of the common el ements in excess of insurance
proceeds and reserves shall be paid as a common expense, and the
cost of repair of a unit in excess of insurance proceeds shal
be paid by the respective unit owner

(i) I'f less than the entire comon interest conmunity is
repaired or replaced, (i) the insurance proceeds attributable to
t he danaged conmon el enents shall be used to restore the damaged
area to a condition conpatible with the remai nder of the conmon
interest community, (ii) the insurance proceeds attributable to
units and limted common el enents which are not rebuilt shall be
distributed to the owners of those units, including units to
which the limted common el enents were assigned, and the secured
parties of those units, as their interests may appear, and (iii)
t he remai nder of the proceeds shall be distributed to all the
unit owners and secured parties as their interests may appear in
proportion to their common el enment interest in the case of a
condom nium or in proportion to their comobn expense liability
in the case of a planned community or cooperative.

(j) I'f the unit owners and hol ders of first nortgages vote
not to rebuild a unit, that unit's entire conmon el enent
interest, votes in the association, and conmon expense liability
are automatically reall ocated upon the vote as if the unit had
been condemmed under section 515B. 1-107, and the associ ation
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shal |l pronptly prepare, execute and record an anmendnent to the
declaration reflecting the reallocations. Notw thstanding the
provi sions of this subsection, if the commopn interest comunity
is term nated, insurance proceeds not used for repair or

repl acenent shall be distributed in the same manner as sal es
proceeds pursuant to section 515B.2-119.

(k) The provisions of this section may be varied or wai ved
in the case of a common interest comunity in which all units
are restricted to nonresidential use.

H ST: 1993 ¢ 222 art 3 s 13; 1994 c 388 art 4 s 10; 1995 c 258
S 65; 1999 c 11 art 2 s 21, 2005 c 121 s 28

515B. 3- 114 RESERVES; SURPLUS FUNDS.

(a) The annual budgets of the association shall provide
fromyear to year, on a cumnul ative basis, for adequate reserve
funds to cover the replacenent of those parts of the comon
i nterest comunity which the association is obligated to
repl ace. These reserve requirenents shall not apply to a conmon
interest comunity which is restricted to nonresidential use.

(b) Unless the declaration provides otherw se, any surplus
funds that the association has remaining after paynent of or
provi sion for comon expenses and reserves shall be (i) credited
to the unit owners to reduce their future common expense
assessnments or (ii) credited to reserves, or any conbination
t hereof, as determ ned by the board of directors.

H ST: 1993 ¢ 222 art 3 s 14; 2005 c 121 s 29

515B. 3- 115 ASSESSMENTS FOR COVMON EXPENSES.

(a) The obligation of a unit owner to pay conmon expense
assessnents shall be as follows:

(1) If a commopn expense assessnent has not been |evied, the
decl arant shall pay all operating expenses of the common
interest comunity, and shall fund the replacenent reserve
conponent of the comon expenses as required by subsection (b).

(2) If a cormon expense assessnment has been | evied, al
unit owners including the declarant shall pay the assessnents
allocated to their units, subject to the foll ow ng:

(i) I'f the declaration so provides, a declarant's
l[iability, and the assessnent lien, for the comobn expense
assessnents, exclusive of replacenent reserves, on any unit
owned by the declarant may be limted to 25 percent or nore of
any assessnent, exclusive of replacenent reserves, until the
unit or any building located in the unit is substantially
conpl eted. Substantial conpletion shall be evidenced by a
certificate of occupancy in any jurisdiction that issues the
certificate.

(ii) If the declaration provides for a reduced assessnent
pursuant to paragraph (2)(i), the declarant shall be obligated,
within 60 days follow ng the term nation of the period of the
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decl arant control, to nake up any operating deficit incurred by
t he associ ation during the period of declarant control

(b) The repl acenent reserve conponent of the conmon
expenses shall be funded for each unit in accordance with the
proj ected annual budget required by section 515B. 4-102(23);
provi ded, that the funding of replacenent reserves with respect
to a unit shall conmence no later than the date that the unit or
any building |located within the unit boundaries is substantially
conpl eted. Substantial conpletion shall be evidenced by a
certificate of occupancy in any jurisdiction that issues the
certificate.

(c) After an assessnment has been | evied by the association
assessnents shall be levied at | east annually, based upon a
budget approved at |east annually by the association

(d) Except as nodified by subsections (a)(1) and (2), (e),
(f), and (g), all common expenses shall be assessed agai nst al
the units in accordance with the allocations established by the
decl aration pursuant to section 515B. 2-108.

(e) Unless otherwi se required by the declaration

(1) any conmon expense associ ated with the mai nt enance,
repair, or replacenent of a limted commobn el enent shall be
assessed against the units to which that |imted conmon el enent
is assigned, equally, or in any other proportion the declaration

provi des;

(2) any conmon expense or portion thereof benefiting fewer
than all of the units nay be assessed exclusively against the
units benefited, equally, or in any other proportion the
decl arati on provides;

(3) the costs of insurance may be assessed in proportion to
ri sk or coverage, and the costs of utilities may be assessed in
proportion to usage;

(4) reasonable attorneys fees and costs incurred by the
association in connection with (i) the collection of assessnents
and, (ii) the enforcenment of this chapter, the articles, byl aws,
declaration, or rules and regul ations, against a unit owner, may
be assessed against the unit owner's unit; and

(5) fees, charges, |late charges, fines and interest nmay be
assessed as provided in section 515B. 3-116(a).

(f) Assessnments |evied under section 515B.3-116 to pay a
j udgnment agai nst the association may be | evied only against the
units in the conmmon interest conmunity at the time the judgment
was entered, in proportion to their common expense liabilities.

(g) If any damage to the conmon el enents or another unit is
caused by the act or om ssion of any unit owner, or occupant of
a unit, or their invitees, the association nmay assess the costs
of repairing the damage excl usively against the unit owner's
unit to the extent not covered by insurance.

(h) Subject to any shorter period specified by the
declaration or bylaws, if any installnment of an assessnent
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becones nore than 60 days past due, then the association nay,
upon ten days' witten notice to the unit owner, declare the
entire anount of the assessnent inmedi ately due and payable in
full.

(i) I'f cormon expense liabilities are reallocated for any
pur pose aut horized by this chapter, combn expense assessnents
and any installment thereof not yet due shall be recalculated in
accordance with the reall ocated common expense liabilities.

(j) An assessnent against fewer than all of the units nust
be levied within three years after the event or circunstances
form ng the basis for the assessnent, or shall be barred.

H ST: 1993 ¢ 222 art 3 s 15; 1995 c 92 s 12; 1999 c 11 art 2 s
22; 2000 c 260 s 76; 2005 c 121 s 30

515B. 3-116 LI EN FOR ASSESSMENTS.

(a) The association has a lien on a unit for any assessnent
| evied against that unit fromthe tine the assessnent becomnes
due. If an assessment is payable in installnments, the ful
amount of the assessment is a lien fromthe tine the first
instal l ment thereof beconmes due. Unless the declaration
ot herwi se provi des, fees, charges, |late charges, fines and
i nterest charges pursuant to section 515B. 3-102(a)(10), (11) and
(12) are liens, and are enforceabl e as assessments, under this
secti on.

(b) Alien under this section is prior to all other liens
and encunbrances on a unit except (i) l|iens and encunbrances
recorded before the declaration and, in a cooperative, liens and
encunbrances which the associ ation creates, assunmes, or takes
subject to, (ii) any first nortgage encunbering the fee sinple
interest in the unit, or, in a cooperative, any first security
i nterest encunbering only the unit owner's interest in the unit,
(iii) liens for real estate taxes and ot her governnenta
assessnments or charges against the unit, and (iv) a master
association |lien under section 515B.2-121(i). If a first
nortgage on a unit is foreclosed, the first nortgage was
recorded after June 1, 1994, and no owner redeens during the
owner's period of redenption provided by chapter 580, 581, or
582, the holder of the sheriff's certificate of sale fromthe
foreclosure of the first nortgage shall take title to the unit
subject to a lien in favor of the association for unpaid
assessnments for common expenses | evied pursuant to section
515B. 3-115(a), (e)(1) to (3), (f), and (i) which becane due,
wi t hout accel eration, during the six nonths inmediately
preceding the first day followng the end of the owner's period
of redenption. |If a first security interest encunbering a unit
owner's interest in a cooperative unit which is persona
property is foreclosed, the secured party or the purchaser at
the sale shall take title to the unit subject to unpaid
assessnments for common expenses | evied pursuant to section
515B. 3-115(a), (e)(1) to (3), (f), and (i) which becane due,
wi t hout accel eration, during the six nonths inmediately
preceding the first day follow ng either the disposition date
pursuant to section 336.9-610 or the date on which the
obligation of the unit owner is discharged pursuant to section
336.9-622. This subsection shall not affect the priority of

© Copyright 2005/2006 RESERVE DATA ANALYSIS, INC. - MIDWEST REGION ~ MINNEAPOLIS: (612) 616-4817 TOLL FREE: (866) 780-7943
page 65



nmechani cs' |iens.

(c) Recording of the declaration constitutes record notice
and perfection of any lien under this section, and no further
recordation of any notice of or claimfor the lien is required.

(d) Proceedings to enforce an assessnent |ien shall be
instituted within three years after the last installnent of the
assessnent beconmes payable, or shall be barred.

(e) The unit owner of a unit at the tine an assessnment is
due shall be personally liable to the association for paynent of
the assessnent |evied against the unit. |If there are multiple
owners of the unit, they shall be jointly and severally |iable.

(f) This section does not prohibit actions to recover sums
for which subsection (a) creates a lien nor prohibit an
association fromtaking a deed in lieu of foreclosure.

(g) The association shall furnish to a unit owner or the

owner's authorized agent upon witten request of the unit owner
or the authorized agent a statement setting forth the anount of
unpai d assessnents currently | evied against the owner's unit.
If the unit owner's interest is real estate, the statenment shall
be in recordable form The statenment shall be furnished within
ten busi ness days after receipt of the request and is binding on
t he association and every unit owner

(h) The association's lien may be forecl osed as provided in
this subsecti on.

(1) I'n a condom nium or planned conmunity, the
association's lien may be foreclosed in a |like manner as a
nort gage contai ning a power of sale pursuant to chapter 580, or
by action pursuant to chapter 581. The association shall have a
power of sale to foreclose the |ien pursuant to chapter 580.

(2) I'n a cooperative whose unit owners' interests are rea
estate, the association's lien shall be foreclosed in a like
manner as a nortgage on real estate as provided in paragraph (1).

(3) I'n a cooperative whose unit owners' interests in the
units are personal property, the association's lien shall be
foreclosed in a |like manner as a security interest under article
9 of chapter 336. In any disposition pursuant to section
336.9-610 or retention pursuant to sections 336.9-620 to
336.9-622, the rights of the parties shall be the same as those
provi ded by |aw, except (i) notice of sale, disposition, or
retention shall be served on the unit owner 90 days prior to
sale, disposition, or retention, (ii) the association shall be
entitled to its reasonable costs and attorney fees not exceedi ng
t he amount provided by section 582.01, subdivision la, (iii) the
anmount of the association's lien shall be deened to be adequate
consideration for the unit subject to disposition or retention
notw t hst andi ng the value of the unit, and (iv) the notice of
sal e, disposition, or retention shall contain the foll ow ng
statement in capital letters with the nane of the association or
secured party filled in:

"THIS IS TO | NFORM YOQU THAT BY THI'S NOTICE (fill in nane of
associ ation or secured party) HAS BEGUN PROCEEDI NGS UNDER
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M NNESOTA STATUTES, CHAPTER 515B, TO FORECLOSE ON YOUR | NTEREST
IN YOUR UNNT FOR THE REASON SPECIFIED IN THI'S NOTI CE.  YOUR

I NTEREST IN YOUR UNIT WLL TERM NATE 90 DAYS AFTER SERVI CE OF
THI'S NOTI CE ON YOU UNLESS BEFORE THEN:

(a) THE PERSON AUTHORI ZED BY (fill in the name of
associ ation or secured party) AND DESCRIBED IN TH S NOTI CE TO
RECElI VE PAYMENTS RECEI VES FROM YQU:

(1) THE AMOUNT THI' S NOTI CE SAYS YOU OVNE; PLUS
(2) THE COSTS I NCURRED TO SERVE THI S NOTI CE ON YQU; PLUS

(3) $500 TO APPLY TO ATTORNEYS FEES ACTUALLY EXPENDED OR
I NCURRED; PLUS

(4) ANY ADDI TI ONAL AMOUNTS FOR YOUR UNI T BECOM NG DUE TO
(fill in name of association or secured party) AFTER THE DATE OF
THI S NOTI CE; OR

(b) YOU SECURE FROM A DI STRI CT COURT AN ORDER THAT THE
FORECLOSURE OF YOUR RIGHTS TO YOUR UNI T BE SUSPENDED UNTIL YOUR
CLAI M5 OR DEFENSES ARE FI NALLY DI SPOSED OF BY TRI AL, HEARI NG OR
SETTLEMENT. YQOUR ACTI ON MUST SPECI FI CALLY STATE THOSE FACTS AND
GROUNDS THAT DEMONSTRATE YOUR CLAI M5 OR DEFENSES.

I F YOQU DO NOT' DO ONE OR THE OTHER OF THE ABOVE THI NGS
WTH N THE TI ME PERI OD SPECIFIED IN THI S NOTI CE, YOUR OANERSHI P
RIGHTS IN YOUR UNNT WLL TERM NATE AT THE END OF THE PERI OD, YQU
WLL LOSE ALL THE MONEY YOU HAVE PAID FOR YOUR UNIT, YOU WLL
LOSE YOUR RI GHT TO POSSESSI ON OF YOUR UNI'T, YOQU MAY LCSE YOUR
Rl GHT TO ASSERT ANY CLAI M5 OR DEFENSES THAT YOU M GHT HAVE, AND
YOU WLL BE EVICTED. | F YOU HAVE ANY QUESTI ONS ABOQUT THI S
NOTI CE, CONTACT AN ATTORNEY | MVEDI ATELY. "

(4) In any forecl osure pursuant to chapter 580, 581, or
582, the rights of the parties shall be the sane as those
provi ded by |aw, except (i) the period of redenption for unit
owners shall be six nmonths fromthe date of sale or a |esser
peri od authorized by law, (ii) in a foreclosure by advertisenent
under chapter 580, the foreclosing party shall be entitled to
costs and di sbursenments of foreclosure and attorneys fees
aut hori zed by the declaration or bylaws, notw thstanding the
provi sions of section 582.01, subdivisions 1 and l1la, (iii) in a
forecl osure by action under chapter 581, the foreclosing party
shall be entitled to costs and di sbursenents of foreclosure and
attorneys fees as the court shall determ ne, and (iv) the anount
of the association's lien shall be deened to be adequate
consideration for the unit subject to forecl osure,
notw t hst andi ng the value of the unit.

(i) I'f a holder of a sheriff's certificate of sale, prior
to the expiration of the period of redenption, pays any past due
or current assessnents, or any other charges lienable as
assessnents, with respect to the unit described in the sheriff's
certificate, then the amount paid shall be a part of the sum
required to be paid to redeem under section 582.03.

(j) I'n a cooperative, if the unit owner fails to redeem
before the expiration of the redenption period in a foreclosure
of the association's assessnent lien, the association may bring
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an action for eviction against the unit owner and any persons in
possession of the unit, and in that case section 504B. 291 shal

not apply.

(k) An association may assign its lien rights in the sanme
manner as any other secured party.

H ST: 1993 ¢ 222 art 3 s 16; 1994 c 388 art 4 s 11; 1999 c 11
art 2 s 23; 1999 ¢ 199 art 2 s 30; 2000 ¢ 260 s 77; 2001 c 195
art 2 s 32; 2003 c 2 art 2 s 16; 2005 ¢ 121 s 31

515B. 3-117 OTHER LI ENS.

(a) Except in a cooperative and except as ot herw se
provided in this chapter or in a security instrunment, an
i ndi vidual unit owner may have the unit owner's unit rel eased
froma lien if the unit owner pays the lienholder the portion of
t he anount which the lien secures that is attributable to the
unit. Upon the receipt of paynment, the |ienhol der shal
promptly deliver to the unit owner a recordable parti al
sati sfaction and rel ease of lien releasing the unit fromthe
lien. The release shall be deened to include a rel ease of any
rights in the common el ements appurtenant to the unit. The
portion of the amount which a lien secures that is attributable
to the unit shall be equal to the total amount which the lien
secures multiplied by a percentage cal cul ated by dividing the
common expense liability attributable to the unit by the conmon
expense liability attributable to all units agai nst which the
lien has been recorded, or in the case of a lien under
subsection (b), the units against which the lienis permtted or
required to be recorded. At the request of a lien claimnt or
unit owners, the association shall provide a witten statenent
of the percentage of common expense liability attributable to
all units. After a unit owner's paynent pursuant to this
section, the association may not assess the unit for any common
expense incurred thereafter in connection with the satisfaction
or defense against the lien

(b) Labor performed or materials furnished for the
i nprovenent of a unit shall be the basis for the recording of a
lien against that unit pursuant to the provisions of chapter 514
but shall not be the basis for the recording of a |Iien against
the conmon el enents. Labor perfornmed or materials furnished for
t he i nmprovenent of common el enents, for which a lien may be
recorded under chapter 514, if duly authorized by the
associ ation, shall be deened to be performed or furnished with
t he express consent of each unit owner, and shall be perfected
by recording a lien against all the units in the common interest
communi ty, but shall not be the basis for the recording of a
lien against the common el enments except in the case of a
condom ni um on regi stered |land, in which case a |lien nmust be
filed pursuant to section 508.351, subdivision 3, or 508A. 351
subdivision 3. \Wiere a lien is recorded against the units for
| abor perforned or material furnished for the inprovenent of
common el enents, the association shall be deenmed to be the
aut hori zed agent of the unit owners for purposes of receiving
the notices required under sections 514.011 and 514. 08,
subdivision 1, clause (2).

(c) A security interest in a cooperative whose unit owners
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interests in the units are personal property shall be perfected
by recording a financing statement in the UCC filing section of
the central filing systemoperated by the Ofice of the
Secretary of State. In any disposition by a secured party
pursuant to section 336.9-610 or retention pursuant to sections
336.9-620 to 336.9-622, the rights of the parties shall be the
same as those provided by |law, subject to the exceptions and
requi renents set forth in section 515B. 3-116(h) (3), and except
that the unit owner has the right to reinstate the debt owing to
the secured party by paying to the secured party, prior to the
effective date of the disposition or retention, the amount which
woul d be required to reinstate the debt under section 580.30 if
the unit were wholly real estate

H ST: 1993 ¢ 222 art 3 s 17, 1994 c 388 art 4 s 12; 2001 c 50
s 30; 2001 c 195 art 2 s 33; 2005 c 121 s 32

515B. 3- 118 ASSOCI ATI ON RECORDS.

The associ ati on shall keep adequate records of its
menber shi p, unit owners neetings, board of directors neetings,
conmittee neetings, contracts, |eases and other agreenents to
whi ch the association is a party, and material correspondence
and nenoranda relating to its operations. The association shal
keep financial records sufficiently detailed to enable the
association to conply with sections 515B. 3-106(b) and
515B. 4-107. Al records shall be nade reasonably avail able for
exam nation by any unit owner or the unit owner's authorized
agent, subject to the applicable statutes.

H ST: 1993 ¢ 222 art 3 s 18

515B. 3-119 ASSOCI ATI ON AS TRUSTEE.

Wth respect to a third person dealing with the association
in the association's capacity as a trustee, the existence of
trust powers and their proper exercise by the association may be
assuned without inquiry. A third person is not bound to inquire
whet her the association has power to act as trustee or is
properly exercising trust powers and third person, wthout
actual know edge that the association is exceeding its powers or
i nproperly exercising them is fully protected in dealing with
the association as if it possessed and properly exercised the
powers it purports to exercise. A third person is not bound to
assure the proper application of trust assets paid or delivered
to the association in its capacity as trustee.

H ST: 1993 ¢ 222 art 3 s 19

515B. 3-120 DECLARANT DUTI ES; TURNOVER OF RECORDS.

(a) During any period of declarant control pursuant to
section 515B. 3-103(c), declarant and any of its representatives
who are acting as officers or directors of the association shall

(1) cause the association to be operated and adni ni stered
in accordance with its articles of incorporation and byl aws, the
decl aration and applicable | aw
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(2) be subject to all fiduciary obligations and obligations
of good faith applicable to any persons serving a corporation in
t hat capacity;

(3) cause the association's funds to be maintained in a
separ at e bank account or accounts solely in the association's
name, fromand after the date of creation of the association
and

(4) cause the association to maintain conplete and accurate
records in conpliance with section 515B. 3-118.

(b) At such tinme as any period of declarant contro
term nates, declarant shall cause to be delivered to the board
el ected by the unit owners exclusive control of all funds of the
association, all contracts and agreenents whi ch are binding on
the association, all corporate records of the association
i ncluding financial records, copies of all CIC plats and
suppl enentary CI C plats, personal property owned or represented
to be owned by the association, assignments of all declarant's
rights and interests under the warranties if not in the name of
t he association, and, to the extent they are in the control or
possessi on of the declarant, copies of all plans and
specifications in its control or possession relating to
buil di ngs and rel ated i nprovenents which are part of the comon
el ements, and operating manuals and warranty materials relating
to any equi pnment or personal property utilized in the operation
of the common interest conmunity. The declarant's obligation to
turn over the foregoing itens shall continue to include
addi ti onal new or changed itens in its possession or control

(c) A person entitled to appoint the directors of a naster
associ ati on pursuant to section 515B.2-121(c)(3), and the master
association's officers and directors, shall be subject to the
same duties and obligations with respect to the naster
associ ation as are described in subsections (a) and (b), to the
extent applicable. A nmaster association may not be used to
circumvent or avoid any obligation or restriction inposed on a
declarant or its affiliates by this chapter

H ST: 1993 ¢ 222 art 3 s 20; 2005 c 121 s 33

515B. 3-121 ACCOUNTI NG CONTRQOLS.

(a) Subject to any additional or greater requirenents set
forth in the declaration or bylaws, a review of the
association's financial statenents shall be nade at the end of
the association's fiscal year, unless prior to 60 days after the
end of that fiscal year, at a neeting or by mailed ballot, unit
owners of units to which at [east 30 percent of the votes in the
associ ation are allocated vote to waive the review requirenent
for that fiscal year. A waiver vote shall not apply to nore
than one fiscal year, and shall not affect the board's authority
to cause a review or audit to be nade. The reviewed financia
statenents shall be delivered to all nenbers of the association
within 180 days after the end of the association's fiscal year

(b) The review shall be nmade by a |icensed, independent
certified public accountant. A licensed, independent certified
public accountant neans an accountant who (i) is not an enpl oyee
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of the declarant or its affiliates, (ii) is professionally

i ndependent of the control of the declarant or its affiliates,
(iii) is licensed by the Mnnesota State Board of Accountancy
and (iv) satisfies the tests for independence as promnul gated by
the Anerican Institute of Certified Public Accountants.

(c) Where the financial statements are prepared by an
i ndependent certified public accountant, they shall be prepared
in accordance with generally accepted accounting principles as
established fromtinme to tinme by the Anerican Institute of
Certified Public Accountants, and shall be reviewed in
accordance with standards for accounting and revi ew services.
In such case, the financial statenents shall be presented on the
full accrual basis using an accounting format that separates
operating activity fromreplacenent reserve activity.

H ST: 1993 ¢ 222 art 3 s 21; 1999 c 11 art 2 s 24

515B. 4-101 APPLI CABI LI TY; DELIVERY OF DI SCLOSURE STATEMENT.

(a) Sections 515B.4-101 through 515B. 4-118 apply to al
units subject to this chapter, except as provided in subsection
(c) or as nodified or waived by witten agreenment of purchasers
of a unit which is restricted to nonresidential use.

(b) Subject to subsections (a) and (c), a declarant who
offers a unit to a purchaser shall deliver to the purchaser a
current disclosure statenment which conplies with the
requi renents of section 515B.4-102. The discl osure statenent
shal | include any material amendnents to the disclosure
statement nmade prior to the conveyance of the unit to the
purchaser. The declarant shall be liable to the purchaser to
whomit delivered the disclosure statenent for any fal se or
m sl eadi ng statement set forth therein or for any om ssion of a
material fact therefrom

(c) Neither a disclosure statement nor a resal e disclosure
certificate need be prepared or delivered in the case of:

(1) a gratuitous transfer
(2) a transfer pursuant to a court order
(3) a transfer to a governnent or governnental agency;

(4) a transfer to a secured party by forecl osure or deed in
lieu of foreclosure;

(5) an option to purchase a unit, until exercised;

(6) a transfer to a person who "controls" or is "controlled
by," the grantor as those terns are defined with respect to a
decl arant under section 515B.1-103(2);

(7) a transfer by inheritance;

(8) a transfer of special declarant rights under section
515B. 3-104; or

(9) a transfer in connection with a change of form of
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common i nterest community under section 515B. 2-123.

(d) A purchase agreenent for a unit shall contain the
followi ng notice: "The follow ng notice is required by
M nnesota Statutes. The purchaser is entitled to receive a
di scl osure statenment or resale disclosure certificate, as
applicable. The disclosure statenent or resale disclosure
certificate contains inportant information regarding the conmon
interest cormunity and the purchaser's cancellation rights.”

(e) A purchase agreenent for the sale, to the initial
occupant, of a platted lot or other parcel of real estate (i)
which is subject to a master declaration, (ii) which is intended
for residential occupancy, and (iii) which does not and is not
intended to constitute a unit, shall contain the foll ow ng
notice: "The following notice is required by M nnesota
Statutes: The real estate to be conveyed under this agreenent
is or will be subject to a master association as defined in
M nnesota Statutes, chapter 515B. The nmaster association is
obligated to provide to the purchaser, pursuant to M nnesota
Statutes, section 515B.4-102(c), upon the purchaser's request, a
statenment containing the information required by M nnesota
Statutes, section 515B.4-102(a)(20), with respect to the master
association, prior to the tinme that the purchaser signs a
purchase agreenent for the real estate. The statenment contains
i nportant information regarding the naster association and the
purchaser's obligations thereunder." A claimby a purchaser
based upon a failure to include the foregoing notice in a
pur chase agreenent:

(1) shall be limted to |l egal, and not equitable, renedies;

(2) shall be barred unless it is commenced within the tine
peri od specified in section 515B. 4-115(a) ; or

(3) may be waived by a separate witten docunent signed by
the seller and purchaser

H ST: 1993 ¢ 222 art 4 s 1; 1999 c 11 art 2 s 25; 2005 c 121 s
34

515B. 4- 102 DI SCLOSURE STATEMENT; GENERAL PROVI SI ONS.

(a) A disclosure statenent shall fully and accurately
di scl ose:

(1) the nane and, if available, the nunmber of the conmon
i nterest comunity;

(2) the nane and principal address of the declarant;

(3) the nunber of units which the declarant has the right
to include in the comon interest comunity and a statenent that
the conmon interest conmunity is either a condom ni um
cooperative, or planned comunity;

(4) a general description of the comon interest community,
including, at a mninum (i) the nunmber of buildings, (ii) the
nunber of dwellings per building, (iii) the type of
construction, (iv) whether the common interest community
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i nvol ves new construction or rehabilitation, (v) whether any
bui | ding was wholly or partially occupied, for any purpose,
before it was added to the common interest community and the
nature of the occupancy, and (vi) a general description of any
roads, trails, or utilities that are | ocated on the common

el enents and that the association or a master association wll
be required to naintain;

(5) declarant's schedul e of comencenent and conpl eti on of
construction of any buildings and other inprovenments that the
declarant is obligated to build pursuant to section 515B. 4-117;

(6) any expenses or services, not reflected in the budget,
that the decl arant pays or provides, which may beconme a conmon
expense; the projected conmon expense attributable to each of
t hose expenses or services; and an expl anation of declarant's
[imted assessnent liability under section 515B. 3-115,
subsection (b);

(7) any initial or special fee due fromthe purchaser to
t he decl arant or the association at closing, together with a
description of the purpose and met hod of cal culating the fee;

(8) identification of any |liens, defects, or encunbrances
which will continue to affect the title to a unit or to any rea
property owned by the association after the contenpl ated
conveyance;

(9) a description of any financing offered or arranged by
t he decl arant;

(10) a statenent as to whether application has been nade
for any project approvals for the common interest comunity from
t he Federal National Mrtgage Association (FNVRA), Federal Hone
Loan Mortgage Corporation (FHLMC), Departnent of Housing and
Ur ban Devel opnent (HUD) or Departnent of Veterans Affairs (VA),
and which, if any, such final approvals have been received,

(11) the terns of any warranties provided by the decl arant,
i ncl udi ng copies of sections 515B.4-112 through 515B. 4- 115, and
any other applicable statutory warranties, and a statenent of
any limtations on the enforcenent of the applicable warranties
or on danmages;

(12) a statenent that: (i) within five days after the
recei pt of a disclosure statement, a purchaser may cancel any
contract for the purchase of a unit froma declarant; provided,
that the right to cancel term nates upon the purchaser's
vol untary acceptance of a conveyance of the unit fromthe
decl arant or by the purchaser agreeing to nodify or waive the
right to cancel in the manner provided by section 515B. 4- 106,
paragraph (a); (ii) if a purchaser receives a disclosure
statenment nore than five days before signing a purchase
agreement, the purchaser cannot cancel the purchase agreenent;
and (iii) if a declarant obligated to deliver a disclosure
statenent fails to deliver a disclosure statenent which
substantially conplies with this chapter to a purchaser to whom
a unit is conveyed, the declarant shall be liable to the
purchaser as provided in section 515B. 4-106(d);

(13) a statenent disclosing to the extent of the
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declarant's or an affiliate of a declarant's actual know edge,
after reasonable inquiry, any unsatisfied judgnents or |awsuits
to which the association is a party, and the status of those

| awsuits which are material to the comon interest comunity or
the unit being purchased;

(14) a statenent (i) describing the conditions under which
earnest noney will be held in and di sbursed fromthe escrow
account, as set forth in section 515B. 4-109, (ii) that the
earnest noney will be returned to the purchaser if the purchaser
cancel s the contract pursuant to section 515B. 4-106, and (iii)
setting forth the name and address of the escrow agent;

(15) a detailed description of the insurance coverage
provi ded by the association for the benefit of unit owners,
including a statement as to which, if any, of the itenms referred
to in section 515B. 3-113, subsection (b), are insured by the
associ ati on;

(16) any current or expected fees or charges, other than
assessnents for common expenses, to be paid by unit owners for
the use of the common el ements or any ot her inprovenents or
facilities;

(17) the financial arrangenents, including any
conti ngenci es, which have been made to provide for conpletion of
all inmprovenents that the declarant is obligated to build
pursuant to section 515B.4-118, or a statement that no such
arrangenents have been made;

(18) in a cooperative: (i) whether the unit owners will be
entitled for federal and state tax purposes, to deduct paynents
made by the association for real estate taxes and interest paid
to the holder of a security interest encunbering the
cooperative; (ii) a statenent as to the effect on the unit
owners if the association fails to pay real estate taxes or
paynments due the holder of a security interest encunbering the
cooperative; and (iii) the principal anpbunt and a genera
description of the terns of any bl anket nortgage, contract for
deed, or other blanket security instrunent encunbering the
cooperative property;

(19) a statenent: (i) that real estate taxes for the unit
or any real property owned by the association are not delinquent
or, if there are delinquent real estate taxes, describing the
property for which the taxes are delinquent, stating the anmpunt
of the delinquent taxes, interest and penalties, and stating the
years for which taxes are delinquent, and (ii) setting forth the
anmount of real estate taxes, including the amobunt of any speci al
assessnent certified for paynment with the real estate taxes, due
and payable with respect to the unit in the year in which the
di sclosure statenment is given, if real estate taxes have been
separately assessed against the unit;

(20) if the association or the purchaser of the unit wll
be a nmenber of a master association, a statenent to that effect,
and all of the following information with respect to the master
association: (i) a copy of the master declaration, the articles
of incorporation, bylaws, and rules and regul ations for the
mast er associ ation, together with any anendnents thereto; (ii)
t he nane, address and general description of the master
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associ ation, including a general description of any ot her

associ ation, unit owners, or other persons which are or may
beconme nenbers; (iii) a description of any nonresidential use
permtted on any property subject to the naster association
(iv) a statenent as to the estimated maxi num nunber of

associ ations, unit owners or other persons which may becone
menbers of the naster association, and the degree and period of
control of the master association by a declarant or other
person; (v) a description of any facilities intended for the
benefit of the nenbers of the master association and not | ocated
on property owned or controlled by a nmenber or the naster
association; (vi) the financial arrangenments, including any
conti ngenci es, which have been made to provide for conpletion of
the facilities referred to in subsection (v), or a statenent
that no arrangenments have been nmade; (vii) any current bal ance
sheet of the master association and a projected or current
annual budget, as applicable, which budget shall include with
respect to the naster association those itens in paragraph (23),
clauses (i) through (iii), and the projected nonthly comon
expense assessnent for each type of unit, lot, or other parce
of real estate which is or is planned to be subject to
assessnment; (viii) a description of any expenses or services not
reflected in the budget, paid for or provided by a declarant or
a person executing the master declaration, which may beconme an
expense of the master association in the future; (ix) a
description of any powers del egated to and accepted by the
mast er associ ati on pursuant to section 515B.2-121(f)(2); (x)
identification of any liens, defects or encunbrances that wll
continue to affect title to property owned or operated by the
mast er association for the benefit of its nmenbers; (xi) the
terns of any warranties provided by any person for construction
of facilities in which the nenbers of the naster association
have or may have an interest, and any known defects in the
facilities which would violate the standards described in
section 515B.4-112(b); (xii) a statenent disclosing, after
inquiry of the naster association, any unsatisfied judgnments or
awsuits to which the nmaster association is a party, and the
status of those lawsuits which are material to the master
association; (xiii) a description of any insurance coverage
provided for the benefit of its menbers by the master

associ ation; and (xiv) any current or expected fees or charges,
ot her than assessnents by the naster association, to be paid by
menbers of the naster association for the use of any facilities
intended for the benefit of the nenbers;

(21) a statenent as to whether the unit will be
substantially conpleted at the time of conveyance to a
purchaser, and if not substantially conpleted, who is
responsi ble to conplete and pay for the construction of the
unit;

(22) a copy of the declaration and any amendnents thereto,
(exclusive of the CIC plat), any other recorded covenants,
conditions restrictions, and reservations affecting the comon
interest community; the articles of incorporation, bylaws and
any rules or regulations of the association; any agreenent
excluding or nodifying any inplied warranti es; any agreenent
reducing the statute of limtations for the enforcenent of
warranties; any contracts or |eases to be signed by purchaser at
closing; and a brief narrative description of any (i) contracts
or leases that are or may be subject to cancellation by the
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associ ati on under section 515B.3-105 and (ii) any materi al
agreements entered into between the declarant and a governnenta
entity that affect the conmon interest conmunity; and

(23) a bal ance sheet for the association, current within 90
days; a projected annual budget for the association; and a
statenment identifying the party responsible for the preparation
of the budget. The budget shall assunme that all units intended
to be included in the conmon interest conmunity, based upon the
declarant's good faith estimte, have been subjected to the
decl aration; provided, that additional budget portrayals based
upon a | esser nunber of units are permtted. The budget shal
include, without limtation: (i) a statenent of the anount
included in the budget as a reserve for replacenent; (ii) a
statenment of any other reserves; (iii) the projected comobn
expense for each category of expenditures for the association
(iv) the projected nonthly common expense assessnent for each
type of unit; and (v) a footnote or other reference to those
conponents of the conmon interest comunity the nai ntenance,
repair, or replacenent of which the budget assunes wll be
funded by assessnents under section 515B.3-115(e) rather than by
assessnents included in the association's annual budget, and a
statenent referencing section 515B.3-115(e)(1) or (2) as the
source of funding. |f, based upon the association's then
current budget, the nonthly conmon expense assessnent for the
unit at the time of conveyance to the purchaser is anticipated
to exceed the nonthly assessnment stated in the budget, a
statenent to such effect shall be included.

(b) A declarant shall pronptly amend the disclosure
statenment to reflect any material change in the information
required by this chapter.

(c) The master association, within ten days after a request
by a declarant, a holder of declarant rights, or a purchaser
referred to in section 515B. 4-101(e), or the authorized
representative of any of them shall furnish the information
required to be provided by subsection (a)(20). A declarant or
ot her person who provides informati on pursuant to subsection
(a)(20) is not liable to the purchaser for any erroneous
information if the declarant or other person: (i) is not an
affiliate of or related in any way to a person authorized to
appoi nt the naster association board pursuant to section
515B. 2-121(c)(3), and (ii) has no actual know edge that the
information is incorrect.

H ST: 1993 ¢ 222 art 4 s 2; 1999 ¢ 11 art 2 s 26; 2005 c 10
art 1 s 74; 2005 c 121 s 35

515B. 4- 103 COVMON | NTEREST COVMUNI TI ES SUBJECT TO RI GHTS TO ADD REALTY.

If the declaration provides that a conmon interest
community is subject to any rights to add additional real estate:

(1) the disclosure statement shall include the foll ow ng
noti ce:

"The following notice is required by M nnesota Stat utes.
The decl arant has reserved in the declaration certain rights to
add additional real estate. These rights allow a declarant to
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add units or common elenments to a common interest community, and
to make ot her changes to the comunity over a specified period
of time. These changes may have a substantial effect upon the
units or rights of unit owners, by changing relative voting
power and share of common expenses, by increasing the nunber of
persons using the conon el enents, by altering the size and
appear ance of the common interest community and by naking ot her
changes which may affect the value or utility of the units. A
purchaser of units in this common interest comunity shoul d
consi der the possible effects of the declarant's rights reserved
for this project”; and

(2) the disclosure statenment shall include, in addition to
the information required by section 515B. 4-102, a statenent
referencing the provisions of the declaration where rights to
add additional real estate are reserved.

H ST: 1993 ¢ 222 art 4 s 3

515B. 4- 104 TI ME SHARES.

If the declaration permts tinme shares, the disclosure
statenent shall contain or disclose, in addition to the
i nformati on required by sections 515B. 4-102 and 515B. 4- 103:

(1) the unit identifiers of the units in which tine shares
may be creat ed;

(2) the total nunmber of tinme shares that may be created,;

(3) the mninmumduration of any time shares that may be
creat ed;

(4) the extent to which the creation of tinme shares will or
may affect the enforceability of the association's lien for
assessnents provided in section 515B. 3-116;

(5) a statement as to whether the tine share interest is a
fixed time period in a designated unit or if either the tine
period or unit may vary;

(6) copies of all organizational documents, contracts,
| eases and ot her docunents affecting the time share association
or the tine shares, or the purchaser's rights therein;

(7) any state or federal ruling or nonaction letter
regarding the time shares classification as a security or a
statenment that there is no ruling or nonaction letter

(8) a statement as to whether the tine share is registered
with the state under the Subdivided Land Sales Act or with the
federal governnent under the Interstate Land Sal es Act and, if
the tine share is so registered, a copy of the public offering
statenment or other disclosure docunent required by those acts;
and

(9) if the time share owners are to be pernmitted or
required to become nmenbers of or to participate in a programfor
t he exchange of occupancy rights anmong thenselves or with the
owners of tine shares in other projects or both, a genera
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description of the program

H ST: 1993 ¢ 222 art 4 s 4

515B. 4- 105 COMVON | NTEREST COMMUNI TY W TH BUI LDI NG ONCE OCCUPI ED.

The di scl osure statenment of a conmon interest conmunity containing any buil ding that
was at any tine before the creation of the common interest community wholly or partially
occupi ed, for any purpose, by persons other than purchasers or persons who occupied with
t he consent of purchasers, shall contain, in addition to the information required by
sections 515B. 4-102, 515B.4-103 and 515B. 4-104:

(1) a professional opinion prepared by a registered professional architect or
engineer, licensed in this state, describing the current condition of all structura
conmponents and nechani cal and electrical installations material to the use and enjoynent
of the building, to the extent reasonably ascertainable w thout disturbing the
i nprovenents or dismantling the equi pnent, which will be in place or be operational at
the tine of conveyance of the first unit to a person other than a decl arant;

(2) a statenment by the declarant of the expected useful life of each itemreported
on in paragraph (1) or a statenent that no representations are nmade in that regard; and

(3) a list of any outstanding notices of uncured viol ations of building code or
ot her munici pal regul ations, together with the estinmated cost of curing those
vi ol ati ons.

H ST: 1993 ¢ 222 art 4 s 5; 2005 ¢ 121 s 36

515B. 4-106 PURCHASER S RI GHT TO CANCEL.

(a) A person required to deliver a disclosure statenent
pursuant to section 515B.4-101(b) shall provide at |east one of
t he purchasers of the unit with a copy of the disclosure
statenment and all anendnents thereto before conveyance of the
unit. |If a purchaser is not given a disclosure statenent nore
than ten days before execution of the purchase agreenent, the
purchaser may, before conveyance, cancel the purchase agreenent
within ten days after first receiving the disclosure statenent.
If a purchaser is given the disclosure statement nore than ten
days before execution of the purchase agreenent, the purchaser
may not cancel the purchase agreenent pursuant to this section
The ten-day rescission period may be nodified or waived, in
witing, by agreement of the purchaser of a unit only after the
purchaser has received and had an opportunity to review the
di scl osure statenment. The person required to deliver a
di scl osure statenment may not condition the sale of the unit on
t he purchaser agreeing to nodify or waive the purchaser's
ten-day right of rescission, may not contractually obligate the
purchaser to nodify or waive the purchaser's ten-day right of
resci ssion, and may not include a nodification or waiver of the
ten-day right of rescission in any purchase agreenment for the
unit. To be effective, a nodification or waiver of a
purchaser's ten-day right of rescission nmust be evidenced by an
i nstrunment separate fromthe purchase agreenent signed by the
purchaser nore than three days after the purchaser receives the
di scl osure statenent.

(b) I'f an amendnent to the disclosure statenent materially
and adversely affects a purchaser, then the purchaser shall have
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ten days after delivery of the anendment to cancel the purchase
agreement in accordance with this section. The ten-day

resci ssion period may be nodified or waived, in witing, by
agreement of the purchaser of a unit only after the purchaser
has received and had an opportunity to review the amendnment. To
be effective, a nodification or waiver of a purchaser's ten-day
right of rescission under this section nust be evidenced by a
witten instrument separate fromthe purchase agreenment signed
by the purchaser nore than three days after the purchaser
receives the anmendnent.

(c) If a purchaser elects to cancel a purchase agreenent
pursuant to this section, the purchaser may do so by giving
noti ce thereof pursuant to section 515B.1-115. Cancellation is
wi t hout penalty, and all paynments nade by the purchaser before
cancel | ati on shall be refunded pronptly. Notwi thstanding
anything in this section to the contrary, the purchaser's
cancel l ation rights under this section term nate upon the
purchaser's acceptance of a conveyance of the unit.

(d) If a declarant obligated to deliver a disclosure
statenment fails to deliver to the purchaser a disclosure
statenment which substantially conplies with this chapter, the
declarant shall be liable to the purchaser in the anount of
$1,000, in addition to any danages or other anounts recoverable
under this chapter or otherwi se. Any action brought under this
subsection shall be commenced within the time period specified
in section 515B. 4-115, subsection (a)

H ST: 1993 ¢ 222 art 4 s 6; 1999 c 11 art 2 s 27, 2000 c 260 s
78, 2004 c 203 art 1 s 7, 2005 c 121 s 37; 1Sp2005 c 7 s 23

515B. 4- 107 RESALE OF UNI TS.

(a) In the event of a resale of a unit by a unit owner
other than a declarant, unless exenpt under section
515B. 4-101(c), the unit owner shall furnish to a purchaser
bef ore execution of any purchase agreenent for a unit or
ot herwi se before conveyance, the foll ow ng docunments relating to
the association or to the nmaster association, if applicable:

(1) copies of the declaration (other than any ClC plat),
the articles of incorporation and byl aws, any rules and
regul ati ons, and any anmendnents or suppl enental declarations;

(2) the organizational and operating docunents relating to
the master association, if any; and

(3) a resale disclosure certificate fromthe association
dated not nore than 90 days prior to the date of the purchase
agreenment or the date of conveyance, whichever is earlier
contai ning the information set forth in subsection (b).

(b) The resale disclosure certificate nust be in
substantially the follow ng form

COMMON | NTEREST COMMUNI TY
RESALE DI SCLOSURE CERTI FI CATE
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Unit Nunber(s) (include principa

unit and any garage,

st or age,

The following information is furni shed by the association

naned above according to M nnesota Stat utes,

1. There is no right of first refusal or

section 515B. 4- 107.

ot her restraint

on the free alienability of the above unit(s) contained in the

decl aration, bylaws, rules and regul ati ons,

or any amendnent to

2. The followi ng periodic installnments of comobn expense

assessnments and speci al
t he above unit(s):

assessnments are payable with respect to

a. Annual assessnent
i nstal | nents: S Due: .............
b. Special assessnent
i nstal | nents: S Due: .............
c. Unpaid assessnents, fines, or other charges:
(1) Annual S
(2) Speci al S
(3) Fi nes S
(4) Gt her Charges $.......

d. The associ ati on has/ has not

a plan for

(stri ke one) approved

| evyi ng certain conmon expense
assessnents against fewer than all the units
according to M nnesota Statutes,
subsection (e). |If a plan is approved,

of the plan is attached to this certificate.

section 515B. 3-115,

a description

3. In addition to the anmounts due under
followi ng additional fees or charges other t
payabl e by unit owners (include |ate paynent

© Copyright 2005/2006 RESERVE DATA ANALYSIS, INC. - MIDWEST REGI
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4. There are no extraordi nary expenditures approved by the
associ ation, and not yet assessed, for the current and two
succeedi ng fiscal years, except as follows:.....................

5. The association has reserved the foll ow ng anounts for
mai nt enance, repair, or replacement:....... ... ... .. ..o,

The follow ng portions of these reserves are designated for the
follow ng specified projects Oor uUSeS:.......... ...,

6. The follow ng docunents are furnished with this
certificate according to statute

a. The nost recent regularly prepared bal ance sheet and
i ncome and expense statenment of the association
b. The current budget of the association

7. There are no unsatisfied judgnents agai nst the
associ ation, except as follows (identify creditor and anount): ..

8. There are no pending |awsuits to which the association
is a party, except as follows (identify and summarize status):..

9. Description of insurance coverages:

a. The association provides the foll ow ng insurance
coverage for the benefit of unit owners: (Reference may be nade
to applicable sections of the declaration or bylaws; however,
any additional coverages should be described in this space)

b. The follow ng described fixtures, decorating itens, or
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construction items within the unit referred to in Mnnesota
Statutes, section 515B.3-113, subsection (b), are insured by the
associ ation (check as applicable):

Ceiling or wall finishing materials
. Fl oor coveri ngs
. Cabi netry
Fi ni shed m | | work
El ectrical or plumbing fixtures serving a single unit
Built-in appliances
. | mprovenents and betternments as originally constructed
. Addi ti onal inprovenents and betternents installed by
unit owners

10. The board of directors of the association has not
notified the unit owner (i) that any alterations or inprovenents
to the unit or to the imted conmon el enents assigned to it
vi ol ate any provision of the declaration; or (ii) that the unit
is in violation of any governmental statute, ordinance, code, or
regul ation, except as follows:........ ... .. . . . . ...

11. The remmining termof any |easehold estate affecting
the conmon interest conmunity and the prem ses governing any
extension or renewal of it are as follows:......................

12. In addition to the above, the followng matters
affecting the unit or the unit owner's obligations with respect
to the unit are deenmed material. ........ ... ... ... . ... . ... ...

| hereby certify that the foregoing informtion and
statenments are true and correct as of .............

RECEI PT

In addition to the foregoing information furnished by the
association, the unit owner is obligated to furnish to the
purchaser before execution of any purchase agreenment for a unit
or otherw se before conveyance, copies of the foll ow ng
docunents relating to the association or to the master

associ ation (as applicable): the declaration (other than any
common interest community plat), articles of incorporation
byl aws, rules and regulations (if any), and any anendnents to
t hese docunents. Receipt of the foregoing docunents, and the
resal e disclosure certificate, is acknow edged by the
under si gned buyer(s).

Dat ed: ... ...

(Buyer)
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(Buyer)

(c) If the association is subject to a naster association
to which has been del egated the association's powers under
section 515B. 3-102(a)(2), then the financial information
required to be disclosed under subsection (b) may be discl osed
on a consol i dated basis.

(d) The association, within ten days after a request by a
unit owner, or the unit owner's authorized representative, shal
furnish the certificate required in subsection (a). The
associ ati on nmay charge a reasonable fee for furnishing the
certificate and any association docunents related thereto. A
unit owner providing a certificate pursuant to subsection (a) is
not liable to the purchaser for any erroneous information
provi ded by the association and included in the certificate.

(e) A purchaser is not liable for any unpai d conmon expense
assessnents, including special assessnents, if any, not set
forth in the certificate required in subsection (a). A
purchaser is not liable for the anbunt by which the annual or
speci al assessnents exceed the anpbunt of annual or specia
assessnents stated in the certificate for assessnents payable in
the year in which the certificate was given, except to the
extent of any increases subsequently approved in accordance wth
the declaration or bylaws. A unit owner is not liable to a
purchaser for the failure of the association to provide the
certificate, or a delay by the association in providing the
certificate in a tinely manner

H ST: 1993 ¢ 222 art 4 s 7; 1999 c 11 art 2 s 28, 2000 c 450 s
5; 2005 ¢ 121 s 38

515B. 4- 108 PURCHASER S RI GHT TO CANCEL RESALE.

(a) Unless a purchaser is given the information required to
be delivered by section 515B. 4-107, by a delivery nethod
described in that section, nore than ten days prior to the
execution of the purchase agreenment for the unit the purchaser
may, prior to the conveyance, cancel the purchase agreenent
within ten days after receiving the information. The ten-day
resci ssion period may be nodified or waived, in witing, by
agreenment of the purchaser of a unit only after the purchaser
has received and had an opportunity to review the information
required to be delivered by section 515B. 4-107. The person
required to deliver the information required to be delivered by
section 515B.4-107 may not condition the sale of the unit on the
purchaser agreeing to nodify or waive the purchaser's ten-day
right of rescission, may not contractually obligate the
purchaser to nodify or waive the purchaser's ten-day right of
resci ssion, and may not include a nodification or waiver of the
ten-day right of rescission in any purchase agreenment for the
unit. To be effective, a nodification or waiver of a
purchaser's ten-day right of rescission nmust be evidenced by an
i nstrunment separate fromthe purchase agreenent signed by the
purchaser nore than three days after the purchaser receives the
resal e disclosure certificate.

© Copyright 2005/2006 RESERVE DATA ANALYSIS, INC. - MIDWEST REGION ~ MINNEAPOLIS: (612) 616-4817 TOLL FREE: (866) 780-7943
page 83



(b) A purchaser who elects to cancel a purchase agreenent
pursuant to subsection (a), may do so by hand delivering notice
thereof or mailing notice by postage prepaid United States mai
to the seller or the agent. Cancellation is w thout penalty and
all paynents made by the purchaser shall be refunded pronptly.

H ST: 1993 ¢ 222 art 4 s 8; 1999 ¢ 11 art 2 s 29; 2004 c 203
art 1 s 8; 2005 ¢ 121 s 39; 1Sp2005 c 7 s 24

515B. 4- 109 ESCROW DEPGCSI TS.

Al'l earnest noney paid or deposits made in connection with
t he purchase or reservation of units fromor with a decl arant
shal | be deposited in an escrow account controlled jointly by
t he decl arant and the purchaser, or controlled by a licensed
title insurance conpany or agent thereof, an attorney
representing either the declarant or the purchaser, a licensed
real estate broker, an independent bonded escrow conpany, or a
governnental agency or instrunmentality. The escrow account
shall be in an institution whose deposits are insured by a
governmental agency or instrunmentality. The noney or deposits
shall be held in the escrow account until (i) delivered to the
declarant at closing; (ii) delivered to the decl arant because of
the purchaser's default under a reservation agreement or a
contract to purchase the unit; (iii) delivered to the purchaser
pursuant to the provisions of section 515B.4-106 or the
provi sions of a reservation agreenent or a contract to purchase;
or (iv) delivered for paynent of construction costs pursuant to
a witten agreenent between the declarant and the purchaser

H ST: 1993 ¢ 222 art 4 s 9; 2005 ¢ 121 s 40

515B. 4- 110 OBLI GATI ON TO RELEASE LI ENS.

(a) In the case of a transfer of a unit where a disclosure
statenment is required, the declarant, before conveying the unit,
shal |

(1) record or furnish to the purchaser recordabl e rel eases
of all liens that the purchaser does not agree in witing to
take subject to or assume, that encunber:

(i) in a condomnium that unit and its common el ement
interest, and

(ii) in a cooperative or planned community, that unit and
any conmon el enents; or

(2) if the purchaser agrees in witing, provide the
purchaser with a surety bond, substitute collateral or title
i nsurance assuring against |oss or damage fromthe enforcenent
of the lien.

(b) Before conveying real estate to the association, the
decl arant shall have the real estate released from (1) al
liens the forecl osure of which would deprive unit owners of any
material right of access to a unit or any material easenents
appurtenant to a unit, and (2) all other liens on that rea
estate, unless the disclosure statenent specifically states that
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t he decl arant may convey the real estate to the association
subject to liens and discl oses the maxi mum amount and all ot her
relevant terns of the lien

H ST: 1993 ¢ 222 art 4 s 10

515B. 4-111 CONVERSI ON PROPERTY.

(a) Aunit owner of a unit occupied for residential use in
a conmon interest conmunity containi ng conversion property shal
not, for a period of one year follow ng the recording of the
declaration creating the comon interest conmunity, require any
occupant of the unit to vacate the unit unless the unit owner
gi ves notice to the occupant in the manner described in this
section. The notice shall be given no later than 120 days
before the occupant is required to vacate the unit. The notice
shall be sufficient as to all occupants of a unit if it is hand
delivered or nailed to the unit to be vacated, addressed to the
occupants thereof. |If the holder of the I essee's interest in
the unit has given the unit owner an address different than that
of the unit, then the notice shall also be given to the hol der
of the lessee's interest at the designated address. The notice
shall conply with the foll owi ng requirenents:

(1) The notice shall set forth generally the rights
conferred by this section.

(2) The notice shall have attached to the notice intended
for the holder of the Iessee's interest a form of purchase
agreement setting forth the ternms of sale contenpl ated by
subsection (d) and a statenment of any significant restrictions
on the use and occupancy of the unit to be inposed by the
decl arant .

(3) The notice shall state that the occupants of the
residential unit may demand to be given 60 additional days
before being required to vacate, if any of them or any person
residing with them is (i) 62 years of age or older, (ii) a
person with a disability as defined in section 268A.01, or (iii)
a mnor child on the date the notice is given. This demand nust
be in witing, contain reasonable proof of qualification, and be
given to the declarant within 30 days after the notice of
conversion is delivered or nmail ed.

(4) The notice shall be contained in an envel ope upon which
the following shall be boldly printed: "Notice of Conversion."

(b) Notwi thstandi ng subsection (a), an occupant may be
required to vacate a unit upon less than 120 days' notice by
reason of nonpayment of rent, utilities or other nonetary
obligations, violations of |law, waste, or conduct that disturbs
ot her occupants' peaceful enjoynment of the prem ses. The terns
of the tenancy may not be altered during the notice period,
except that the holder of the | essee's interest or other party
i n possession nmay vacate and term nate the tenancy upon one
month's witten notice to the declarant. Nothing in this
section prevents the unit owner and any occupant from agreeing
to a right of occupancy on a nonth-to-nonth basis beyond the
120-day notice period, or to an earlier termnation of the right
of occupancy.
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(c) No repair work or renodeling may be commenced or
undertaken in the occupied units or comon areas of the building
during the notice period, unless reasonable precautions are
taken to ensure the safety and security of the occupants.

(d) For 60 days after delivery or mailing of the notice
described in subsection (a), the holder of the | essee's interest
in the unit on the date the notice is mailed or delivered shal
have an option to purchase that unit on the terns set forth in
t he purchase agreenent attached to the notice. The purchase
agreement shall contain no terns or provisions which violate any
state or federal lawrelating to discrimnation in housing. |If
the hol der of the lessee's interest fails to purchase the unit
during that 60-day period, the unit owner nmay not offer to
di spose of an interest in that unit during the follow ng 180
days at a price or on terns nore favorable to the offeree than
the price or terns offered to the holder. This subsection does
not apply to any unit in a conversion building if that unit wll
be restricted exclusively to nonresidential use or if the
boundari es of the converted unit do not substantially conformto
the boundaries of the residential unit before conversion

(e) If a unit owner, in violation of subsection (b),
conveys a unit to a purchaser for value who has no know edge of
the violation, the recording of the deed conveying the unit or
in a cooperative, the conveyance of the right to possession of
the unit, extinguishes any right a holder of a |lessee's interest
who is not in possession of the unit may have under subsection
(d) to purchase that unit, but the conveyance does not affect
the right of the holder to recover damages fromthe unit owner
for a violation of subsection (d).

(f) I'f a notice of conversion specifies a date by which a
unit or proposed unit nust be vacated or otherwi se conplies with
the provisions of chapter 504B, the notice also constitutes a
notice to vacate specified by that statute

(g) Nothing in this section pernmits a unit owner to
termnate a lease in violation of its terms.

(h) Failure to give notice as required by this section is a
defense to an action for possession until a notice conplying
with this section is given and the applicable notice period
term nat es.

H ST: 1993 ¢ 222 art 4 s 11; 1999 c 11 art 2 s 30; 1999 c 199
art 2 s 31; 2005 c 121 s 41

515B. 4- 112 EXPRESS WARRANTI ES.

(a) Express warranties nade by a declarant or an affiliate
of a declarant to a purchaser of a unit, if reasonably relied
upon by the purchaser, are created as foll ows:

(1) Any affirmation of fact or pronmise which relates to the
unit; use of the unit; rights appurtenant to the unit;
i nprovenents to the comon interest comunity that woul d
directly benefit the purchaser or the unit; or the right to use
or have the benefit of facilities which are not a part of the
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common interest comunity, creates an express warranty that the
unit and related rights and uses will conformto the affirmation
or prom se

(2) Any nodel or description of the physica
characteristics of a unit or the comon interest conmunity,
i ncludi ng plans and specifications of or for a unit or other
i nprovenents located in the comon interest comunity, creates
an express warranty that the unit and the common i nterest
community will conformto the nodel or description. A notice
prom nently displayed on a nodel or included in a description
shal | prevent a purchaser fromreasonably relying upon the nodel
or description to the extent of the disclainer set forth in the
noti ce.

(3) Any description of the quantity or extent of the rea
estate conprising the common interest comunity, including plats
or surveys, creates an express warranty that the common interest
community will conformto the description, subject to custonmary
t ol erances.

(b) Neither the formof the word "warranty" or "guaranty",
nor a specific intention to nake a warranty, are necessary to
create an express warranty of quality, but a statenent
purporting to be nmerely an opinion or commendation of the rea
estate or its value does not create a warranty.

(c) Any conveyance of a unit transfers to the purchaser al
express warranti es.

H ST: 1993 ¢ 222 art 4 s 12

515B. 4- 113 | MPLI ED WARRANTI ES.

(a) A declarant warrants to a purchaser that a unit will be
in at least as good condition at the earlier of the tine of the
conveyance or delivery of possession as it was at the tine of
contracting, reasonable wear and tear excepted.

(b) A declarant warrants to a purchaser that:

(1) a unit and the common el enments in the conmon interest
community are suitable for the ordinary uses of real estate of
its type; and

(2) any inprovenents subject to use rights by the
purchaser, made or contracted for by the declarant, or made by
any person in contenplation of the creation of the comon
interest comunity, will be (i) free fromdefective materials
and (ii) constructed in accordance with applicable |aw,
according to sound engi neering and construction standards, and
in a workmanli ke manner.

(c) In addition, a declarant warrants to a purchaser of a
uni t which under the declaration is available for residential
use that the residential use will not violate applicable | aw at
the earlier of the tinme of conveyance or delivery of possession

(d) Warranties inposed by this section may be excl uded or
nodi fied only as specified in section 515B.4-114.
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(e) For purposes of this section, inprovenents nmade or
contracted for by an affiliate of a declarant are made or
contracted for by the decl arant.

(f) Any conveyance of a unit transfers to the purchaser al
i nplied warranties.

(g) This section does not in any nanner abrogate the
provi sions of chapter 327A relating to statutory warranties for
housi ng, or affect any other cause of action under a statute or
t he common | aw.

H ST: 1993 ¢ 222 art 4 s 13

515B. 4- 114 EXCLUSI ON OR CHANGE OF | MPLI ED WARRANTI ES.

(a) Wth respect to a unit available for residential use,
no general disclainmer of inplied warranties is effective, but a
declarant may disclaimliability in an instrument separate from
t he purchase agreenent signed by the purchaser for a specified
defect or specified failure to conply with applicable law, if
the defect or failure entered into and becane a part of the
basi s of the bargain.

(b) Wth respect to a unit restricted to nonresidenti al
use, inplied warranties:

(1) may be excluded or nodified by agreement of the
parties; and

(2) are excluded by expression of disclainer, such as "as
is,” "with all faults,"” or other |anguage that in conmon
understanding calls the purchaser's attention to the exclusion
of warranties.

H ST: 1993 ¢ 222 art 4 s 14

515B. 4- 115 STATUTE OF LI M TATI ONS FOR WARRANTI ES.

(a) A judicial proceeding for breach of an obligation
ari sing under section 515B.4-101(e) or 515B.4-106(d), shall be
commenced within six nonths after the conveyance of the unit or
ot her parcel of real estate.

(b) A judicial proceeding for breach of an obligation
ari sing under section 515B.4-112 or 515B.4-113 shall be
commenced within six years after the cause of action accrues,
but the parties may agree to reduce the period of limtation to
not less than two years. An agreenent reducing the period of
[imtation shall be binding on the purchaser's successor assigns.
Wth respect to a unit that may be occupied for residential use,
an agreenment to reduce the period of limtation nmust be
evi denced by an instrunent separate fromthe purchase agreenent
si gned by the purchaser.

(c) Subject to subsection (d), a cause of action under
section 515B.4-112 or 515B.4-113, regardl ess of the purchasers
| ack of know edge of the breach, accrues:
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(1) as to a unit, at the earlier of the tinme of conveyance
of the unit by the declarant to a bona fide purchaser of the
unit other than an affiliate of a declarant, or the tine the
purchaser enters into possession of the unit; and

(2) as to each comon elenent, the latest of (i) the tine
the conmon el enent is conpleted, (ii) the tinme the first unit in
the conmon interest conmunity is conveyed to a bona fide
purchaser, or if the conmon elenent is |ocated on property that
is additional real estate at the tine the first unit therein is
conveyed to a bona fide purchaser, or (iii) the term nation of
t he period of declarant control

(d) If a warranty explicitly extends to future performance
or duration of any inprovement or conponent of the common
i nterest community, the cause of action accrues at the tine the
breach is discovered or at the end of the period for which the
warranty explicitly extends, whichever is earlier

H ST: 1993 ¢ 222 art 4 s 15; 1999 c¢ 11 art 2 s 31; 2005 c 121
S 42

515B. 4-116 RI GHTS OF ACTI ON; ATTORNEY' S FEES.

(a) In addition to any other rights to recover danages,
attorney's fees, costs or expenses, whether authorized by this
chapter or otherwise, if a declarant or any other person
vi ol ates any provision of this chapter, or any provision of the
decl aration, bylaws, or rules and regul ati ons any person or
cl ass of persons adversely affected by the failure to conply has
a claimfor appropriate relief. The association shall have
standing to pursue clainms on behalf of the unit owners of two or
nore units.

(b) The court may award reasonable attorney's fees and
costs of litigation to the prevailing party. Punitive damages
may be awarded for a willful failure to comply.

(c) The renedies provided for under this chapter are not
excl usive and do not abrogate any renedi es under other statutes
or the common | aw, notwi thstandi ng whether those renedies are
referred to in this chapter

H ST: 1993 ¢ 222 art 4 s 16

515B. 4- 117 LABELI NG OF PROMOTI ONAL MATERI AL.

No pronotional material may be di splayed or delivered to
prospective purchasers which describes or portrays an
i nprovenent that is not in existence unless the description or
portrayal of the inprovenment in the pronotional material is
conspi cuously labeled or identified either as "MJST BE BU LT" or
as "NEED NOT BE BUI LT".

H ST: 1993 ¢ 222 art 4 s 17

515B. 4- 118 DECLARANT' S OBLI GATI ON TO COVWPLETE AND RESTORE.

(a) Except for inprovenents |abeled "NEED NOT BE BU LT",
t he decl arant shall conplete all inprovenents depicted on any
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CIC plat prepared pursuant to section 515B.2-110, whether or not
the plat is contained in the disclosure statenent.

(b) The declarant is liable for the pronpt repair and
restoration of any portion of the conmon interest conmmunity
damaged by the declarant's exercise of any special decl arant
rights.

H ST: 1993 ¢ 222 art 4 s 18

==515B. m sc
515B. 1- 110 Repeal ed, 1996 ¢ 310 s 1
515B. 1- 111 Repeal ed, 1996 ¢ 310 s 1

End of Chapter
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Consumer Price Index All Urban Consumers

(1982-1984 = 100) @ Source: U.S. Bureau of Labor Statistics @ CPl Homepage: http://stats.bls.gov/cpihome.htm
CPI-U data back to 1913 on-line: ftp://ftp.bls.gov/pub/special.requests/cpi/cpiai.txt

Year | Jan Feb Mar Apr May | June | July | Aug Sep Oct Nov Dec Dlr?gr;:aDseeC
1980 77.8 78.9 80.1 81.0 81.8 82.7 82.7 83.3 84.0 84.8 85.5 86.3 12.5%
1981 87.0 87.9 88.5 89.1 89.8 90.6 91.6 92.3 93.2 93.4 93.7 94.0 8.9%
1982 94.3 94.6 94.5 94.9 95.8 97.0 97.5 97.7 97.9 98.2 98.0 97.6 3.8%
1983 97.8 97.9 97.9 98.6 99.2 99.5 999 | 1002 | 100.7 | 1010 | 1012 | 1013 3.8%
1984 | 1019 | 1024 | 102.6 | 1031 | 1034 | 1037 | 1041 | 1045 | 1050 | 1053 | 1053 | 1053 3.9%
1985 | 1055 | 1060 | 1064 | 1069 | 1073 | 107.6 | 107.8 | 1080 | 1083 | 1087 | 1090 | 1093 3.8%
1986 | 109.6 | 109.3 | 1088 | 1086 | 1089 | 1095 | 1095 | 109.7 | 1102 | 1103 | 1104 | 1105 1.1%
1987 | 111.2 | 1116 | 1121 | 1127 | 1131 | 1135 | 1138 | 1144 | 1150 | 1153 | 1154 | 1154 4.4%
1988 | 1157 | 1160 | 1165 | 1171 | 1175 | 1180 | 1185 | 1190 | 119.8 | 1202 | 1203 | 1205 4.4%
1989 | 121.1 | 1216 | 1223 | 1231 | 1238 | 1241 | 1244 | 1246 | 1250 | 1256 | 1259 | 1261 4.6%
1990 | 1274 | 1280 | 1287 | 1289 | 1292 | 1299 | 130.4 | 1316 | 1327 | 1335 | 1338 | 1338 6.1%
1991 | 1346 | 1348 | 1350 | 1352 | 1356 | 1360 | 136.2 | 136.6 | 137.2 | 137.4 | 1378 | 1379 3.1%
1992 | 1381 | 1386 | 139.3 | 1395 | 139.7 | 1402 | 1405 | 1409 | 1413 | 1418 | 1420 | 1419 2.9%
1993 | 1426 | 1431 | 1436 | 1440 | 1442 | 1444 | 1444 | 1448 | 1451 | 1457 | 1458 | 1458 2.7%
1994 | 1462 | 146.7 | 1472 | 147.4 | 1475 | 1480 | 1484 | 1490 | 149.4 | 1495 | 1497 | 1497 2.7%
1995 | 150.3 | 1509 | 151.4 | 1519 | 1522 | 1525 | 1525 | 152.9 | 1532 | 153.7 | 153.6 | 1535 2.5%
1996 | 1544 | 1549 | 1557 | 1563 | 1566 | 156.7 | 157.0 | 1573 | 157.8 | 1583 | 1586 | 1586 3.3%
1997 | 159.1 | 159.6 | 160.0 | 160.2 | 160.1 | 160.3 | 1605 | 160.8 | 1612 | 1616 | 1615 | 161.3 1.7%
1998 | 161.6 | 1619 | 1622 | 1625 | 1628 | 1630 | 1632 | 1634 | 1636 | 1640 | 1640 | 1639 1.6%
1999 | 1643 | 1645 | 1650 | 166.2 | 1662 | 1662 | 166.7 | 167.1 | 1679 | 1682 | 1683 | 1683 2.7%
2000 | 1688 | 169.8 | 171.2 | 1713 | 1715 | 1724 | 1728 | 172.8 | 1737 | 1740 | 1741 | 1740 3.4%
2001 | 1751 | 1758 | 1762 | 1769 | 41777 | 1780 | 1775 | 1775 | 1783 | 1777 | 1774 | 1767 1.6%
2002 | 1771 | 1778 | 1788 | 1798 | 1798 | 1799 | 180.1 | 180.7 | 181.0 | 181.3 | 1813 | 180.9 2.4%
2003 | 181.7 | 1831 | 1842 | 1838 | 1835 | 1837 | 1839 | 1846 | 1852 | 1850 | 1845 | 1843 1.9%
2004 | 1852 | 186.2 | 187.4 | 1880 | 1891 | 189.7 | 189.4 | 1895 | 189.9 | 190.9 | 191.0 | 190.3 3.3%
2005 | 190.7 | 191.8 | 1933 | 1946 | 1944 | 1945 | 1954 | 1964 | 1988 | 1992 | 1976 | 1968 3.4%
2006 | 1983 | 1987 | 1998 | 2015 | 2025 | 202.9 | 2035 | 2039 | 2029 | 201.8 | 2015 | 2018 2.5%
2007 | 2024 | 2035 | 2054
2008
2009

How to figure the percentage increase between any two months:
1. Subtract the index for the earlier month from that of the later month.
2. Divide that number by the index of the earlier month.
3. Multiply that result by 100. (Shortcut: simply move the decimal point two places to the right)



XYZ Homeowners Association

RDA (SAMPLE) POLICY ON RESERVES
Adopted: XX/XxX/XxXXX

Definitions:

The determination of whether an expense should be labeled an operational expense, a reserve expense, or excluded altogether
from a budget is sometimes subjective. Since this classification may have a major impact on the financial plans of the
association, subjective deter minations should be minimized.

Therefore, for purposes of this policy:

" Operational Expenses' and " Operating Budget Items" shall be defined as expenses, which are identified by the
Board of Directors, as occurring on an annua or greater frequency, no matter the size of the expense, and are
considered by the Board to be effectively budgeted for on an annua basis. They are characterized as being
reasonably predictable both in terms of frequency and cost. Operational expenses normally include al minor
expenses which would not otherwise adversely affect an operational budget from one year to the next.

"Reserve Expenses' and " Reserve Budget Items' shall be defined as expenses, which are identified by the Board
of Directors, as mgjor expenses which occur other than annually and which are budgeted for in advance in order to
provide the necessary funds in time for their occurrence. Reserve expenses are generally reasonably predictable both
in terms of frequency and cost. However, they may include significant components which have an indeterminable but
potential liability to the development and which may be demonstrated as a likely occurrence. They are expenses,
which when incurred, would have a significant effect on the smooth operation of the budgetary process from one year
to the next, were they not reserved for in advance.

Reserve budgets for associations normally do not include repairs or replacements of assets which are deemed to
have an estimated useful life equal to or exceeding the estimated useful life of the facility or development itself, or
exceeding the legal life of the development as defined in an association's governing documents. Also excluded are
insignificant expenses which may be covered either by an operating or reserve contingency, or otherwise in a
general maintenance fund. Costs which are caused by acts of God, accidents or other occurrences which are more
properly insured for, rather than reserved for, are also normally excluded.

Section |I: As soon as possible after construction of the initial phase of the project, the Association shall cause a Reserve
Sudy to be completed incorporating all aspects of the existing development. The study, and written report, must meet or
exceed the National Reserve Study Standards of the Community Associations Institute (CAI) of Alexandria, Virginia
(www.caionline.org) and be performed by a qudified person with experience in conducting such studies. The Reserve Study
preparer shall abide by the CAl Code of Ethics for Reserve Specidists (whether credentialed or not) and shall certify full
compliance with al these aforementioned requirements.

Section |I:  The Board of Directors for the association shall review the completed reserve study for content and take al
necessary precautions to assure that the analysis is as complete and accurate as possible, and that the analysis accurately
reflects the goals, policies and procedures set forth and practiced by the Association.

Section I11: The Board of Directors shall adopt a reserve funding plan calculated to avoid specia assessments and to
assure that the Association will accrue adequate reserves on a cumulative basis to meet its obligations in maintaining the
development in a good state of repair, in accordance with its own policies, and in accordance with the requirements set forth by
the Association's governing documents and applicable statutes. |n adopting a funding plan, the Board of Directors shall act in
good faith, in a manner believed to be in the best interest of the present and future membership, and with such care as an
ordinarily prudent and reasonable person in like position would use under similar circumstances.

Section 1V: All reserve funds shall be segregated from other association monies and shall be invested only in accounts or
instruments fully guaranteed against any loss of principal and accrued interest earnings. Expenditures of reserve funds for
items contained in the reserve schedule are subject to prior approva by a vote (smple mgority) of the Board of Directors.
Expenditures of reserve funds for items NOT funded in the reserve schedule must first be approved by either a unanimous vote
of the Board of Directors or by a vote (Smple mgjority) of the entire membership. Reserve funds may only be used for capita
expenditures, except in the case of disbursements related to dissolution of the corporate entity.

Section V: The Board of Directors shall review the reserve study and adopted funding plan at least annually, and shall
consider and implement any necessary adjustments to the reserve budget as a result of that review. At least once every three
years the Board of Directors shall cause an updated analysis of the reserve study to be conducted incorporating al new and/or
changed aspects of the development. This update must be performed in full compliance with Section I, above, and shall meet the
level of service "Update with Site Visit" as defined by the National Reserve Study Standards.

Revised November, 2005




It’sa whole new ballgame!

MN Statute 515B to get major tune-up in 2010, including:

-Prohibition against using or borrowing from replacement reserves to fund operating expenses.
-Requirement to reevaluate the adequacy of replacement reserves every 3 years.

-Annual Report must identify reserve components & amount of accrued savings.

-Resale Disclosure must list reserve components and the total accrued reserves funding.
-Resale Disclosure must list components and describe funding plans for items not reserved.
Unless otherwise required by your Declaration:

-Funding is optional for components with a remaining useful life greater than 30 years.

-Funding is optional for Limited Common Elements.

If your Declaration provides AND subject to Board & Owners approval every 3 years:
-Certain components may be funded by planned future Special Assessments.

Declarant’s Disclosure must identify:

-The components for which reserves are budgeted & the amount reserved.

-The components whose replacement is planned to be funded by Special or Limited
Assessments at the time the expense is incurred [515B.3-115(c)or(e)] pursuant to new
stipulations in 515B.3-114(a).

A radically different approach.

Reserve funding rules for Minnesota CICs will become extremely flexible, focused more on disclosure than
actually saving funds for all future expenses. It's a dramatic shift from the past mandate to annually budget
adequate reserves for everything the association must replace. Yet this new language does not supersede or
invalidate existing Declarations. Since disclosure of both funded and unfunded components is required, you must
identify & disclose all the components for which the association is responsible and explain how the funds will be
collected. Your association’s declaration determines the amount of flexibility you have— which components must
be reserved for; which are optional and whether approval of both the Board and 51% of the owners is required to
forgo reserve funding. Confused? Get started by reviewing your declaration and making a list of all the specific
components in your community which the association is responsible to maintain, repair and replace.

An RDA Comprehensive Scope Reserve Sudy™ helps simplify your planning.

If you’re uncertain about your funding obligations and options, an RDA Comprehensive Scope Reserve Study™
will help simplify your planning. It starts with a detailed 'global’ inventory— complete with replacement costs,
condition assessments and remaining life estimates— for all components the association is responsible to
replace. The initial draft of the report serves as a working document as you determine policies for each
component, to reserve or not, as your documents allow. A revised final version of the report is then produced,
accurately reflecting your plans, policies, procedures and intentions. If this approach is more than you need or
want an RDA Selective Scope Reserve Study™, based on your selected parameters, is also available.

Your RDA Comprehensive Reserve Study™ provides...

® A comprehensive analysis of your operating guidelines and other governing documents to help you determine
the full extent of your maintenance responsibilities and identify your funding options.

® A detailed and complete inventory of all assets for which the association is responsible.

® A complete collection of detail reports for each asset showing placed in service date, useful life, replacement
year, quantity, unit cost, percentage replacement, current cost, future cost, accumulated reserves, salvage
value, required monthly contribution to reserves, accumulated interest, net monthly allocation, and remarks
detailing factors such as design, manufacture quality, usage, exposure to the elements and maintenance
history. Valuable information even for components not funded by reserves!

® A long-term reserve budget guide providing highly-accurate thirty-year projections listing total current
replacement costs, annual membership contributions, annual expenditures, projected and ideal ending
reserves and yearly percentages of ideal funding. In addition, color graphs make the projected data easy to
read and use for planning purposes.

® A payment plan which enables your association to satisfy its reserves obligations with the lowest possible
monthly contributions. Adequate funding and affordable monthly fees.

RESERVE DATA ANALYSIS, INC.

1409 Osborne Road NE - Minneapolis, Minnesota 55432 community M__'_IA_
(612) 616-4817 Toll Free - (866) 780-7943 Fax (763) 780-7943 .
info@RDAmMidwest.com www.RDAmidwest.com Association of Professional Reserve Analysts



Reserve Data Analysis e Sample Association Maintenance Responsibility and Funding Matrix

Means by Which Funding is Provided
3 4 5 6 7

1 2 8
Reserve Reserve Expense |Expense Maintenance, Funding
Level of Funding to |Funding Special charged to |[repair & to be
Service - Funding |begin when |assessed |Assessed |benefited replacement included in
Maintain; to accrue [remaining only to among all |owner(s) at |is direct OTHER: annual
.. Repair; in Reserve (life 30 years |unit(s) units when |time cost homeowner's |Specify Operating
Component Description Replace.  |Budget. |or less. benefited. |incurred. |incurred. responsibility. |Below Budget.
Roofs: composite shingles, architectural grade, 30 year warranty. Repair X
Replace X
Siding: standard grade Dutch Lap vinyl Repair X
Replace X
Soffit & Fascia: prefinished metal. Repair X
Replace X
Gutters & Downspouts - Standard Quantity common to all units. Repair X
Replace X
Gutters & Downspouts - Non-Standard extra guttering; added by unit Repair X
owner. Replace X
Common area sidewalks Repair X
Replace X
Unit Sidewalks Repair X
Replace X
Unit Stoops Repair X
Replace X
Unit Patios Repair X
Replace X
Unit Decks & Railings Paint/Stain X
Repair X
Replace X
Unit Windows Repair X
Replace 50% 50%
Unit Doors Paint X
Repair X
Replace X
Unit Exterior Lighting Repair X
Replace X
Garage Aprons Repair X
Replace X
Overhead Garage Doors Paint X
Repair X
Replace X
Garage Door Openers All X
Concrete Curbs & Gutters Repair X
Replacement scheduled to coincide with street reconstruct @ 40 years. Replace X
Driveways - Asphalt Annual Clean, X
crack seal,
minor repairs
Sealcoat replaces lost aggregate fines & binders. Sealcoat X
Midlife X
Midlife failures provides for replacement of failed base and subsoil. Failures
Replace X
Streets Annual X
Cleaning,
crack seal,
minor repairs
Chipcoat provides new wear surface and UV protection. Chipcoat X
Midlife X
Midlife failures provides for replacement of failed base and subsoil. Failures
Overlays & reconstruction scheduled to Alternate at 20 year intervals. Overlay X
Reconstruct X




Continued from previous page

Continued on next page

Means by Which Funding is Provided
3 4 5 6 7

1 2 8
Reserve Reserve Expense |Expense Maintenance, Funding
Level of Funding to |Funding Special charged to |[repair & to be
Service - Funding |begin when [assessed |Assessed |benefited replacement included in
Maintain; to accrue [remaining only to among all |owner(s) at |is direct OTHER: annual
.. Repair; in Reserve (life 30 years |unit(s) units when |time cost homeowner's |Specify Operating
Component Description Replace.  |Budget. |or less. benefited. |incurred. |incurred. responsibility. |Below Budget.
Entrance - Wrought Iron, Gates All X
Mailboxes: Cluster Box Units Repair USPS
Replace X
Street, traffic & directional signs Repair X
Replace X
Monument Signs Repair X
Replace X
Keystone Retaining Walls Repair X
Replace X
Landscape: periodic refurbishment, rock beds, tree trimming, etc. Refurbish X
Shrubs & Trees Replace X
Irrigation System: Replace X
Backflows inspected annually; repair/replace as-needed or minimum 5 year Controller
interval per state law. Backflow X
Total system replacement unbudgeted; individual zones or areas may be Valve
replaced upon failure. Special assessment will be required if total system Repairs X
replacement becomes necessary or desirable. Replace X
Sanitary Sewer Lateral Lines to homes All X
Water lines from valve to structure All X
Water Mains; sanitary sewer; storm sewer lines, catch basins, etc. All If assessed City
TV Inspect all sewer lines before street reconstruction. Inspection X
Streetlights All Utility Co.
Boat Slips: All X
Main Dock Repair X
Replace X
Reserve Study Update with On-site Review, 3 year intervals. Update X

1) These expenses are budgeted to accrue in the association's replacement reserve
account and are included in the annual assessment.

2) **These expenses are not currently budgeted in reserves but are to be added when
the estimated remaining life falls within 30 years.

3) ***These expenses are budgeted to accrue in replacement reserves. The reserve
contributions are assessed only to the benefited unit(s).

4) *These expenses are to be special assessed against all owners at the time the
expense is incurred. The board and at least 51% of unit owners must approve
exclusion from reserve funding at least every 3 years.

Note: The association's Reserve Funding obligations and options ar e subject to the association's declaration and the applicable statutory provisions.
2010 Amendment Pending-- 515B.3-114 Replacement Reserves.

While the Amendment retains the basic standard
for 'adequate’ replacement reserves, it elaborates
the basis on which reserves must be determined,
short of requiring areserve study.

It requires replacement reserves be kept separate
from operating funds, and expressly prohibits the
use of, or borrowing from, replacement reserves
to fund the association's operating expenses. The
association must reevaluate the adequacy of its

replacement reserves at least every third year after
the recording of the declaration.

*The Amendment includes a flexibility provision
whereby, unless otherwise provided by the
declaration, after the termination of the period of
declarant control the association may fund certain
replacement costs through special assessments or
other assessments rather than annual assessments;
provided that such a plan is approved by the

5) *These expenses are to be special assessed only against benefited owners at the
time the expense is incurred. The board and at least 51% of unit owners must
approve exclusion from reserve funding at least every 3 years.

6) The administrative and financial obligations are the homeowners direct and
individual responsibility, subject to community standards.

7) These expenses are funded by the entity or means noted.

8) These expenses are to be included in the association's annual operating budget for

the year in which they occur.

board and by unit owners (other than the
declarant or its affiliates) of units to which 51%
of the votesin the association are allocated. The
vote must be reaffirmed at intervals of no more
than 3 years.

**The amendment provides the association is not
required to set aside reserves for components with
an estimated remaining life greater than 30 years.

*** Statute 515B provides that expenses related to
Limited Common Elements or portions of the
Common Elements which benefit fewer than all
units be assessed to the benefited unit(s). If such
expenses are reserved, rather than assessed when
the expense isincurred, a separate funding
schedule may be required for the various specific
components




RESERVE UPDATE WORKSHEET page1of2

e

i

NAME OF ASSOCIATION

DATE

REPRESENTATIVE

TELEPHONE

PART 1 - PROJECTED RESERVE BALANCE

Please estimate the reserve balance at the beginning of the fiscal year for which this report is being

prepared.

CURRENT RESERVE BALANCE: /

MONTHLY CONTRIBUTION TO RESERVES:

NUMBER OF MONTHS TO END OF CURRENT FISCAL YEAR:

REMAINING CONTRIBUTIONS (Line 2 x Line 3):

ANTICIPATED EXPENDITURES (List IN PART 3):

PROJECTED RESERVE BALANCE (Line 1 + Line 4 - Line 5):

PART 2 - RESERVE EXPENDITURES SINCE LAST STUDY

Please provide the following information for reserve expenditures completed since the last RDA reserve

study.

O or make appropriate notations on past RDA reserve study and mail copy to us.

RDA ASSET # DESCRIPTION

COMPLETION
DATE

QUANTITY/
UNITS

COsST




PART 3 - ANTICIPATED RESERVE EXPENDITURES

Please indicate any anticipated reserve expenditures to be completed this fiscal year.

COMPLETION QUANTITY/

RDA ASSET # DESCRIPTION DATE UNITS

COST

PART 4 - ADDITIONAL CHANGES, ADDITIONS OR COMMENTS

Please indicate any additional changes, report additions or comments.

Please return Update Worksheet and any additional information to:

RESERVE DATA ANALYSIS - MIDWEST Phone: (612) 616-4817 (866) 780-7943
1409 Osborne Road NE Fax: (763) 780-7943 (866) 484-7943
Minneapolis, MN 55432-2843 updates@rdamidwest.com

Thank you! www.rdamidwest.com page 2 of 2



Name of Common Interest Community:

COMMON INTEREST COMMUNITY

RESALE DISCLOSURE CERTIFICATE

Name of Association:

Address of Association:

Unit Number(s) (include principa unit and any garage, storage, or other auxiliary unit(s)):

Thefollowing information isfurnished by the association named above according Minnesota

Statutes, section 515B.4-107.

1.

Thereisnoright of first refusal or other restraint on the free alienability of the above unit(s)
contained in the declaration, bylaws, rules and regulations, or any amendment to them,
except asfollows:

The following periodic installments of common expense assessments and special
assessments are payable with respect to the above unit(s):

a Annual assessment
installments: $ Due:
b. Special assessment
installments: $ Due:
C. Unpaid assessments, fines, or other charges:
(1)  Annua $
(2)  Specid $
(3) Fines $
(4)  Other Charges $

d. The association has/has not (strike one) approved aplan for levying certain common
expense assessments agai nst fewer than all the units according to Minnesota Statutes,
section 515B.3-115, subsection (€). If aplanisapproved, adescription of theplanis
attached to this certificate.

In addition to the amounts due under paragraph 2, the following additional fees or charges
other than assessments are payabl e by unit owners (include late payment charges, user fees,
etc.):



There are no extraordinary expenditures approved by the association, and not yet assessed,
for the current and two succeeding fiscal years, except as follows:

Theassociation hasreserved the following amountsfor maintenance, repair, or replacement:

The following portions of these reserves are designated for the following specified projects
Or USes.

The following documents are furnished with this certificate according to statute:

a Themost recent regul arly prepared bal ance sheet and income and expense statement
of the association.

b. The current budget of the association.

There are no unsatisfied judgments against the association, except as follows (identify
creditor and amount):

There are no pending lawsuitsto which the association isaparty, except asfollows (identify
and summarize status):

Description of insurance coverages.

a The association provides the following insurance coverage for the benefit of unit
owners (Reference may be made to applicable sections of the declaration or bylaws;
however, any additional coverages should be described in this space):

b. Thefollowing described fixtures, decorating items, or construction itemswithin the
unit referred to in Minnesota Statutes, section 515B.3-113, subsection (b), areinsured
by the association (check as applicable):

0 Celling or wall finishing materials

Floor coverings

Cabinetry

Finished millwork

Electrical or plumbing fixtures serving a single unit

O o o o

2



10.

11.

12.

[0 Built-in appliances
[0 Improvements and betterments as originally constructed

[0 Additional improvements and betterments installed by unit owners

The board of directors of the association has not notified the unit owner (i) that any
aterations or improvements to the limited common elements assigned to it violate any
provision of the declaration; or (ii) that the unit isin violation of any governmental statute,
ordinance, code, or regulation, except as follows:

Theremaining term of any leasehold estate affecting the common interest community and the
premises governing any extension or renewal of it are asfollows:

In addition to the above, the following matters affecting the unit or the unit owner’s
obligations with respect to the unit are deemed material:

| hereby certify that the foregoing information and statements are true and correct as of:

(Date)
By:
Title:
(Association Representative)
Address:
Phone Number:



RECEIPT

In addition to the foregoing information furnished by the association, the unit owner is
obligated to furnish to the purchaser before execution of any purchase agreement for a unit or
otherwise before conveyance, copies of thefollowing documentsrel ating to the association or to the
master association (asapplicable): thedeclaration (other than any common interest community plat),
articles of incorporation, bylaws, rules and regulations (if any), and any amendments to these
documents. Receipt of the foregoing documents, and the resale disclosure certificate, is
acknowledged by the undersigned buyer(s).

Dated:
(Buyer)

(Buyer)



RESERVE DATA ANALYSIS - MIDWEST Illl ‘I

www.RDAmMidwest.com 1409 Osborne Road Northeast - Minneapolis, Minnesota 55432
MPLS (612) 616-4817 - TOLL FREE: (866) 780-7943 - FAX: (866) 484-7943
Email: info@RDAmidwest.com

Protect Your Association Finances

Volunteer boards of directors of condominiums, cooper atives, and homeowners
associations often perform a number of functions vital to the successful self-governance
of the association: fostering community harmony, maintaining common areas and
establishing and enforcing rules.

The ability of the association to perform these functions depends upon its success as a
business. One of the most important business functions of the board is to oversee the
association's financial well-being. Here are several proven practices that will help
protect association finances. Before implementing the following suggestions, however,
always check your governing documents and state statutes.

1 Conduct An Annual Audit, Review Or Compilation.

A certified public accountant (CPA), selected by the
association board, should conduct an annual analysis of the
association's finances. The accountant should have access to
original books and records. All personnel, contractors, and
volunteers should cooperate fully during the course of the
analysis.

The association board may request one of three levels of
service from the accountant: compilation, review or audit.

In a compilation, the accountant presents the association's
financia statementsin a manner consistent with generally
accepted accounting principles. A compilation involves little
analysis and no confirmation of balances. Often, the accountant
will prepare the yearend adjustments, such as accounts payable
or income tax accruals.

In areview, the accountant investigates record-keeping
practices and accounting policies and anayzes the statements.
The accountant prepares disclosures on unusual items or trends
that may require explanation.

In an audit, the accountant performs a more thorough andysis,
which may include confirming bank balances, making physical
inspections, and tracing transactions to invoices and evidence of
payments. Although an audit is a more comprehensive
examination of an association's financial statements, it is not an
analysis of the board's policy decisions or its use of resources.
After the analysisis completed, the accountant expresses an
opinion based on the results of the audit tests and examinations.
The opinion isindependent of the association and management.

Before deciding which method to use, check association
documents and state statutes. A full audit may be required. And
always consider conducting areview or audit when a major
change is made in the way the association handles its finances
(e.g., transition from devel oper to owner control or achangein
management)

2 Ask For A Management L etter.

Ask your accountant for a management letter. In this letter, the
accountant reports any weaknesses in the association's financial
systems, as well asissues concerning internal control, income
tax, reserves, and document compliance. The cost of the report
isminor compared to the consequences of an inadequately
scrutinized financial system. After the accountant has written
the management letter, he or she should review it with the board

3 Reconcile Statements Quarterly.

The board should review bank statements or passbooks for all
cash accounts at least every three months. The board must see
that bank statements are reconciled in atimely fashion. If the
treasurer reconciles the bank statements, then the board should
designate another person to review the reconciliation. If the
reconciliations are done by a manager, management agent, or
bookkeeping service, the treasurer of the board should carefully
evaluate the system, itsinternal controls, and the reconciliations
and calculations.

4 Request Monthly or Quarterly Financial Statements.

The accountant should submit afinancia report to the board at
least every three months The report should include a balance
sheet, profit and loss statement, and a comparison of the budget
to actual expenditures. The financial statements should show
activity for both the operating and reserve funds. The financial
statements may be prepared on either a cash, accrual, or
modified cash basis. The accrual method is effective for most
associations because it matches revenues to expenses incurred
more accurately Regardless of the accounting method used by
the association, the board should monitor an aged list of
accounts receivabl e (delinquencies) and accounts payable
(unpaid hills)

The financial report should he accompanied by an explanation
of any significant variances, such as significant cash surpluses,
shortages, excessive accounts payable or receivable, or major
budget overruns The board should investigate any excessive
variance and ask questions if the financial statements are not
produced 15 to 30 days after the close of the period The board
should closely review the income statement, compare it with the
budget, and question any major difference.

5 Exclusive Board Control of Reserve Transactions.
The board must have full and

separate control over the

association's reserve account(s),

including the signatory control of

bank accounts. All transactions

made by board designees should be

reported and verified in writing.

These transactions should he

approved by the board, and that



approval should be documented in the board's meeting minutes.
The reserve cash funds should be separate from the operating
cash accounts. A reserve study should be prepared every three to
five years, and it should be reviewed annually. This study
should be used in reviewing the adequacy of reserves, aswell as
the funding and spending of reserve funds.

6 Investment Policy That Ensures Safety of Principal.

The board must decide where and when to invest. CAls
Accountant's Committee recommends (and many association
documents require) that all association funds be invested in
government-insured accounts or instruments of similar security.
Make sure the balances do not exceed the bank's or fiduciary's
insurance limits. Safety of principal is the utmost investment
objective for associations, not high yields. The higher the yield
is, theriskier the investment. Deal only with licensed, insured,
and bonded brokers and agents.

7 Do Not Commingle Association Funds.

The association's funds should not be commingled with the
funds of any other organization. If the association does
commingle funds, however, it should put the moniesin atrust
account with clearly defined safeguards.

8 Prepare Written Collection Palicies.

The association should have a written collection policy for
delinquent accounts receivable (the assessments). This policy
should be distributed to the members and uniformly enforced to
enhance collections; an association should obtain a bank
lockbox so it can deposit assessments directly into its account.
Such a system speeds up deposits. It also eliminates a number of
"weak links' in the chain of financial management by ensuring
that the vast majority of association funds are sent into the
association's account without being handled by volunteers,
employees, or agents.

9 Determine Policy for Signatory Control.

Associations should require two board signatures on all
reserve checks, redemptions, or fund transfer requests. One of
these signatures should be from an appropriate board officer
(e.g., treasurer). For operating cash accounts, associations
should consider requiring two signers for al checks above a
certain limit. Though obtaining a second signature for checks on
operating cash can be an inconvenience, associations should
weigh the extra control and protection this procedure provides
against any delays it may cause.

10 Fidelity Bond for Manager & /or Employess.
Associations must insist that the manager and/or employees
are sufficiently bonded to cover all association funds reasonably
at risk The association should also have its own fidelity bond to

cover volunteers and any employees who either have access to
or who handle funds. If possible, the association should add
management employees and principals to the association's bond.
Associations should require 60 days notice prior to
cancellations or nonrenewals of the management agent's or the
association's bonds.

11 Prohibit Kickbacksin Writing.

Employment agreements and management contracts should
specify that kickbacks from contractors, employees, or others
are not allowed. Also, associations should establish in writing
that any benefits, credits, discounts, or free services provided by
afinancial institution or contractor must benefit the association,
not the management agent, employee, or individual contractor.

12 Require Written Disclosure of Conflicts of I nterest.

Insist that any significant relationship among prospective
consultants, contractors, attorneys, accountants, etc. be disclosed
prior to retaining their services. This policy should apply to the
board, officers, and committees, as well as to employees and the
manager.

13 Purchase D& O Liability Insurance.

The board of directors should have adequate Directors &
Officers coverage to protect against lawsuits alleging errors or
omissions by the board in the performance of its duties.

14 Always Maintain Control of Association
Documents.

Documents generated by the association and the manager in
the course of the manager's work, as well as association books
and records, are the property of the association. They must be
turned over to the association at the conclusion of the
management contract.

15 Establish Good Financial Procedures
The board must ensure the safety of its financial systems
and implement effective internal controls. Here are
examples of good checks and balances:
Use multiple parties to handle cash, whether from
assessments or from vendi ng machines, guest fees, etc.

Require two signatures on all

checks over a certain amount and

on all reserve or investment
transactions.

Do not allow the person who

approves invoices to write checks.

Do not allow the person recording

recei pts to make deposits.

- Minimize cash transactions.
- Write al checksto the payee-not
to "cash."

Pay all employees and vendors

with a check.

Insist that all paymentsto the
association are made out in the name of the association-not
the manager, managing agent, or board member.

Deposit checks directly to the association's account on a daily
basis or store overnight in afireproof safe.
Reconcile bank statements monthly.

- Arrange for annual audit, review, or compilation, including a
management |etter from the accountant.
Obtain an engagement letter from the association's accountant
that defines the work and fees.
Conduct an annual review of all insurance policies, especially
those policies relating to financial matters.
Review the association's tax status and tax planning for the
upcoming year with an accountant.
Have areserve study prepared every three to five years, then
review that study annually.
If the association books are maintained on a cash basis,
maintain the accounts receivable on the accrual basis. A
report of payables should accompany the financial
Statements.
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for over 5,000 Clients
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RESERVE DATA ANALYSIS, INC.

1409 Osborne Road NE
Minneapolis, Minnesota

Twin Cities: 612.616.4817
Toll Free: 866.780.7943
Fax: 763.780.7943
info@RDAmidwest.com
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Since 1983 Reserve Data Analysis has been the nation's leading inno-
vator and authority on reserve budgeting and long-term planning. By
custom tailoring a strategy that matches your plans, policies, pro-
cedures and intentions we can provide you with the most detailed,
comprehensive and accurate reserve study available. We have
prepared more than 15,000 reserve studies for over 5,000 clients
across North America, Central America and Europe.

Reserve Data Analysis provides expertise to lenders, attorneys, asso-
ciation managers, accountants, community associations, vacation prop-
erty owners, commercial & rental property owners and real property de-
velopers for successful long-term planning and reserve funding.

No project is too small, too large, or too difficult— from small community
associations to high rise condominiums or Kansas City’s landmark
historic Western Auto Lofts.

Call us today for a free proposal, our company brochure and a copy of
our Association Reserves Resource CD.

My staff and | are committed to providing you with the most detailed,
comprehensive and meaningful study available. The RDA Report identifies
your long-term repair and replacement needs and ultimately

saves you time and money.

Gregory L. Pettersen, rra, rs

President
Reserve Data Analysis, Inc.



Since 1983 Reserve Data Analysis has been the nation's leading innovator and authority on reserve
budgeting and long-term planning. By tailoring a strategy that matches your plans, policies,
procedures and intentions we can provide you with the most detailed, comprehensive and accurate
reserve study available. We have prepared more than 15,000 reserve studies for over 5,000 clients
across North America, Centra America and Europe. Our proprietary reserve anaysis software
allows us to generate precise calculations and forecasts as well as offer a variety of solutions to
clients with special situations. As consultants to property managers, accountants, attorneys and
community associations, RDA™ focuses its expertise on the complexities of reserve funding and
successful long-term planning. Our services are essential for the implementation of an effective
budgeting plan, and the experience, reputation and quality we offer are unequaled in the industry.

Gregory L. Pettersen

Greg holds credentials of both
Reserve Specidist™ (RS) and
Professonad Reserve Analyst™
(PRA). A business school honor
graduate with more than a decade of
construction estimating experience,
Greg has performed hundreds of
reserve studies throughout the greater
Midwest.

Mr. Pettersen founded the Reserve Data Analysis
Minneapolis office in 1997 and leads their Midwest
operations from the Minneapolis office. Greg has served
multiple terms on the Board of Directors for the
Minnesota Chapter of the Community Associations
Ingtitute, including 2004 Chapter President, eight years
service on the CAI-MN Legislative Action Committee and

formerly served as an alternate member of CAl's Reserve
Professionals Committee.

An active Board member in his Minneapolis area
Townhouse Association for fourteen years, his tenure
there included terms as chairman of both the maintenance
and budget committees and President from 1995 to 2006.

He helped guide his association through a complete
rewrite of their governing documents, including an “opt-
in” to the Minnesota Common Interest Ownership Act,
and charted them a financial recovery from the brink of
insolvency.

He teaches association reserve courses, leads workshops,
lectures at Educational Conferences, authors articles on
reserve funding, routinely consults with association
boards, and occasionally serves as a guest instructor for
Community Manager and Realtor education courses.

The Association of Professional

Reserve Analysts (APRA) and the
Community Association Institute
(CAl) award designated credentials
only to experienced, qualified
professionals who specialize in
assisting condominium, cooperative,
homeowner associations, and other
organizations plan for the long-term
repair and replacement of major
components of their facilities and
infrastructure.

Prerequisites for designation include
preparation of 30 (CAl) or 50 (APRA)
full reserve studies; a bachelor's
degree in construction management,
architecture or engineering  (or
equivalent experience and education);
and professional membership in the
respective organizations.

Designees are required to perform
their studies in accordance with
National Reserve Study Standards
and abide by an ethical code.

The national standards stipulate the
minimum list of tasks that must be
performed for each Reserve Study or
Reserve Study Update and the
minimum content standards which
must be included in each completed
report.

Further, all reports must include
certain specific disclosures, terms and
definitions.

RDA REPORTS™
EXCEED ALL THESE REQUIREMENTS.

The Community Associations Institute www.caionline.org (703) 548-8600
The Association of Professional Reserve Analysts www.APRA-USA.com

Professional Reserve Analyst:

RESERVE DATA ANALYSIS, INC.
(866) 780-7943 FAX (866) 484-7943

MINNEAPOLIS (612) 616-4817
www.RDAMIDWEST.COM

My
Community

Member:
Association of
S
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COMPANY PROFILE
RESERVE DATA ANALYSIS

As the largest reserve analysis company in the
United States, RDA provides its clients with the
most comprehensive, detailed, and useful reserve
studies and litigation support services available
through nine regional offices.

Since 1983, RDA has prepared over 15,000 reserve
studies for over 5,000 clients from Massachusetts to
Mexico. We developed the RDA Reserve Manage-
ment Software™ with which we generate accurate
calculations and forecasts for clients involved in liti-
gation, as well as annual reserve planning and budg-
eting. We also provide expert witness services for
both devel opers and associations.

Edwin G. Edgley is the founder and President of Re-
serve Data Analysis, Intl. He has been involved with
reserve planning since 1976, is the originator of the
RDA method of reserve funding, and author of the
RDA Reserve Management Software™. Mr. Edgley
routinely lectures on the topic of reserve planning at
seminars for accountants, attorneys, property man-
agers, and board members. He is a published author
of several articles dealing with reserve funding and
budgeting.

Gregory L. Pettersen is a CAl certified Reserve Spe-
ciaist™ and business school honor graduate with
over a decade of commercial and residential construc-
tion industry experience in the upper Midwest.

A 14 year veteran of his Minneapolis area Town-
house Association board of directors, his tenure there
included terms as chairman of both the maintenance
and budget committees and President from 1995-
2006.

He helped guide his association through a complete
rewrite of their governing documents, including an
“opt-in” to the Minnesota Common Interest Owner-
ship Act, and charted them a financial recovery from
the brink of insolvency.

Mr. Pettersen joined Reserve Data Analysisin 1996 and
leads their Midwest operations from the Minneapolis
office. Greg has served multiple terms on the Board of
Directors for the Minnesota Chapter of the Community
Associations Institute, including 2004 Chapter Presi-
dent, and has served as an alternate member of CAl's
Reserve Professionals Committee.

He leads workshops and lectures at Educational Confer-
ences, authors articles on reserves, is a past chair of the
CAI-MN Legidative Action Committee, routinely con-
sults with association boards, and occasionally serves as
a guest instructor for Property Manager and Realtor
continuing education courses.

CAl's Reserve Specialist designation is the only na-
tional credential for Community Association Reserve
Study Providers and is awarded to experienced, quali-
fied professionals who help condominium, coopera-
tive, and homeowner associations, and other organi-
zations plan for the long-term repair and replacement
of major components of their facilities and campuses.

The prerequisites for Reserve Specialist designation
include preparation of 30 reserve studies within the
last three years; a bachelor's degree in construction
management, architecture or engineering (or equiva-
lent experience and education); and professional level
CAl membership in good standing.

Reserve Specialist designees are required to per-
form their studies in accordance with CAl's new Na-
tional Reserve Study Standards.

These standards include a detailed list of tasks that
must be performed for each of three Reserve Study
Service Levels coupled with minimum content stan-
dards that must be contained in each completed re-
port. Further, all reports must include certain specific
disclosures, terms and definitions.

The Community Associations Institute [CAI] is a
nonprofit association created in 1973 to educate and
represent the nation's 205,000 condominium associa-
tions, homeowner associations and cooperatives.
www.caionline.org (703) 548-8600
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Solution
Ser vicesr

SERVICES FOR EQUITABLE
DISPUTE RESOLUTION

RESERVE DATA ANALYSIS, INC.
1409 OsBORNE ROAD NE
MINNEAPOLIS, MINNESOTA 55432

MPLS: 612.616.4817

ToLL FREE: 866.780.7943

\ www.RDAMIDWEST.COM /




WHEN WouLD You NEeD RDA'’S
SETTLEMENT SOLUTION SERVICES™?

nfortunately, many associations find them-

selves facing the prospect of litigation

concerning construction defect issues
and/or questions as to the adequacy of the associa-
tion's reserves. Statutes of Limitation require you
act quickly or lose your right to recovery alto-
gether. Are the reserves properly funded? What
impact will construction defect issues have on the
financial position of the association? Reserve Data
Analysis, Inc. assists associations and developers
in resolving disputes equitably, with a level of ex-
perience and expertise unequaled in the industry.
The information below outlines the services we
offer to assist you should the association be faced
with these critical decisions.

In some cases, the original budget prepared for the
association is inadequate. Outdated costs, inaccu-
rate specifications, or incomplete inventories can
result in substantial deficiencies in the reserve ac-
count, leaving the association with inadequate
funding to properly repair or replace all of the ma-
jor components for which it is responsible.

As part of our Settlement Solution Services™,
RDA will perform a retroactive reserve study to
assess the association's financial position at the
time when the board was relinquished by the de-
veloper. This will determine if the appropriate
level of reserves had accumulated by the end of the
last fiscal year for which the developer was in con-
trol of the financial activities of the association.

Throughout the litigation process the board will
need to make several important decisions having a
significant impact on the future financia stability
of the association. RDA provides services which
will empower the board to make accurate and in-
formed decisions.

The next step in this process will be to update the
association's current reserve study, incorporating
al construction defect components, repair infor-

mation, and the prioritization of those repairs.
During settlement  conferences, computer-
generated scenarios will alow the board to assess
the impact of monetary offers even as they are be-
ing made, assisting in fulfilling its legal and fiduci-
ary obligation to maintain the community in a good
state of repair.

Generally, the best laid plans never materialize as
expected. By conferring with construction man-
agement throughout the repair process, RDA can
evaluate the impact of repair modifications on the
overall budget and even suggest alternate repair
scenarios as needed.

SETTLEMENT SOLUTION SERVICES
OFFERED BY RDA

CLAIM ASSESSMENT
¢ CLAIM PROCESSING

Identification of the full scope of defects and
deficiencies is critical. RDA can help pre-
pare your claim, providing advice and guid-
ance regarding forensic or invasive engi-
neering evaluations, financial analysis, re-
port compilation; even when to retain legal
representation.

DISCOVERY PHASE

¢ INVENTORY VERIFICATION
Verify developer-provided inventory and
measurements for accuracy and complete-
ness.

¢ BUDGET ANALYSIS
Analyze developer-specified budget, identify
and determine cause of any insufficient
funding including a thorough review of all
related financial information.

¢ RETROACTIVE RESERVE STUDY PREPARATION
Perform retroactive reserve study to deter-
mine the level of reserves which should
have accrued at the time the developer sur-

rendered control of the board to the associa-
tion.

SETTLEMENT PHASE

¢ CURRENT RESERVE STUDY PREPARATION

Perform complete reserve study for the cur-
rent fiscal year for long-term budgeting.

¢ SETTLEMENT IMPACT ANALYSIS

Assess the impact of settlement offers
through computer-generated scenarios.

¢ REPAIR PRIORITIZATION
Interact with experts and construction man-
agement to prioritize repairs and develop an
optimal repair schedule.

IMPLEMENTATION PHASE

¢ REPAIR MONITORING

Confer with construction management
throughout the repair process to ensure op-
timal repair execution and evaluate the im-
pact of repair modifications on the reserve
budget.

¢ RESERVE STUDY UPDATING

Once the repairs are completed, RDA will
perform an updated reserve study to deter-
mine the current required reserve contribu-
tions, and provide 30 year projections.

¢ ONGOING CONSULTATION

Provide ongoing consultation with the Board
and manager regarding reserve and budget-
ing matters prior to, throughout & following
the repair process.
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