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TIP OF THEMONTH

How Associations and Managers
Must Deal with the Current Financial Crisis

From Wall Street to Main Street, everyone will be impacted by the current economic downturn.
Community Associations must be prepared to initiate pro-active financial planning in order to minimize
any adverse impact.

= You will see a higher number of foreclosures of mortgages than in the past. Although the Association
cannot do anything to alleviate an individual financial crisis, you can work with people who have a
legitimate hardship regarding delinquent assessments. A gesture in the form of a payment plan may
keep your neighbor out of foreclosure.

If a unit is foreclosed, a board must monitor this action in the event it can be purchased at the Sheriff’s
sale to recover delinquent assessments. Although the Association’s lien is wiped out by a prior in time
loan, sometimes there is a surplus in the form of equity which can pay off a delinquent balance.
REMEMBER—After a foreclosure, the lender, if it is the successful purchaser, as is usually the case,
only has to pay assessments from the first day of the month following the sheriff’s sale, the balance
remaining the original owner’s obligation or it may be wiped out. CONDOMONIIUMS ONLY—can
collect six months of back assessments from the purchaser from the lender after the foreclosure sale.

At budget time, a prudent board will build in in a certain amount for bad debt, particularly where there
is a track-record for easy loans and high unemployment in the area. If this allocation is not used at year
end, it can always be transferred to reserves, but it will prevent major cash shortfalls.

Banking relationships: Loans may not be so readily available, nor terms so favorable in the past, but
major capital projects cannot be put off and sometimes a contractor will finance his own job if the
interest paid is an attractive rate and may be easier to negotiate than through a bank.

Curb Appeal: When there seems to be no sales at all, there actually is a real estate market out there
and there 1s no excuse to allow a property to look bad because of a few setbacks, when it has the
potential to quash any sales at all. A few flowers and a coat of paint should be liberally applied to make
a property look its best. Steady sales = higher property values = protecting one’s investment.

These are just a few tips on how to weather the current economic storm!

Jordan Shifrin of Kovitz Shifrin Nesbit ~ 750 Lake Cook Rd., Buffalo Grove, IL 60089
847-537-0500 " jshifrin@ksnlaw.com » www.ksnlaw.net

ACTHA WILL BE CONDUCTING SEVERAL SEMINARS ON THIS TOPIC
AT THE FALL CONVERENCE NOVEMBER 22
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Continued from page 1

While the forms and wording of the coverage for
carriers will be very similar in nature, the
difference in coverage will be found in the limits
and scope of coverage provided.

If mistakes are to be made it is not in purchasing
what the law requires, but in maximizing and
assuring what is being offered does much to limit
the exposures to the association, its members, and
its officers.

When viewed from the

perspective that the policies
presented meet the statutory
requirements, too often the
deciding factor (and this too
1s a mistake) 1s that associa-
tions look at price but do not
truly compare insurance
coverage. Competitive pricing
1s readily available in the
current market, but the
bottom line decision should
not solely be the bottom line.

Certainly an association has a budget it must
mind, and the board of directors has a fiduciary
responsibility to all the owners. However, that
fiduciary responsibility is not simply the real
dollars and cents of an association’s budget. The
responsibility extends to protecting the asset that
is the association, and that includes minimizing
the exposures that could lead to further costs to
the association if not properly insured — which
ultimately will be paid for by the owners.

Those responsible for procuring coverage and
making the insurance decisions for the association
should not fall into the trap of viewing insurance
from simply meeting the minimum statutory
requirements at the lowest possible premium. An
association does not want to view to lines of
coverage as being the same.

Let’s look at an example of why we want to look a
little deeper than just meeting the statutory
requirements using Ordinance and Law Coverage:

Your property insurance only covers the buildings
and units as they sit today. It does not include the
cost of additional elements not required when the
association was first built. For this reason the
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Don’t just turn to the
premium page—
Look at what is
being offered

»
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ICPA requires condo associations to have
Ordinance and Law coverage for the increased
cost of construction due to building code changes.
This 1s known as coverage C (or 3) under
Ordinance and Law coverage [though you can not
purchase this line separately --- it is part of a
complete line of coverage for Ordinance and Law].

An insurer writing a condominium association in
Ilinois will provide this coverage. However,
Insurers vary considerably in the base limits they
provide.

If an ordinance in your town now requires all
residential units to
contain a fire
suppression system, can
you be certain the
amount of coverage you
currently have will be
able to assure the
installation without
additional cost to the
assoclation? If not, what

ability does the association have to cover any
short fall?

When reviewing insurance don’t just run to the
premium page. Look at what is being offered, not
just the limits, but what each line of coverage
insures against. Chances are that any association
can in today’s market obtain high quality coverage
to minimize the exposures to the association at
premiums well within the budgetary constraints
of the association.

A good practice for an association to adopt is to set
guidelines for seeking bids among all competing
agents. By doing this the association can dictate
what coverage they require that all companies
must meet. If you are an experienced board
member or manager it is assured you have been
faced with having to sort out what is being offered
and have hoped that the coverage selected is what
was in the best interest of the association.

Another important factor is that the association
should not be afraid to interview their agents to
be sure they are knowledgeable about community
association insurance and have the experience to
handle the unique issues associated with this type
of insurance.

Continued on page 5

10/24/08 3:37 PM

®



Continued from page 4

Another important factor is that the association
should not be afraid to interview their agents to
be sure they are knowledgeable about
community association insurance and have the
experience to handle the unique issues
associated with this type of insurance.

There are resources available in the market such
as ACTHA and other community association
organizations that can get you pointed in the
right direction. With a little diligence every
community association can save themselves from
uncertainty in assuring they have done the most
they can to protect their community from the
risks associated with community association
Living.

220 S. Lively Rd., Elk Grove Village, IL 60007

847-439-4072 * ron@hollingerinsurance.com *
www.hollingerinsurance.com

Hollinger Insurance Services is a supporting member of ACTHA

Looking to learn more about insurance
and management risk? ACTHA will
conduct “Risk Management of an
Association” at its Fall Conference on
November 22. It will cover the basics of
what every board member needs to

know to protect the property. (Note: This
program is part of “Learn and Lead: ACTHA’s
Certified Leader” program.)

ONE MORE “TIP OF THE MONTH”

Remember to winterize your irrigation system
before frost damage occurs. Also the best time
to apply turf fertilizer is in the fall, not in the
spring. Heavy spring fertilizer applications can
actually harm lawns by promoting more top
(shoot) growth than root growth. This can
produce a thick thatch layer (more than 1/2” of
thatch is considered excessive) and a shallow
root system. Fall fertilizer applications, applied
while the turf is green, but not growing,
encourages deep, healthy root systems and
vigorous lush lawns.

John Pfalzgraf of Green-Up Landscape, Inc.

13520 S. Budler Rd., Plainfield 60544
815-372-3000 ™ john@green-up.com

Actha Nov_FP.indd 5

Welcome to our
Newest Commercial Members!

Chicago’s Real Estate Agency - Don Felton
2013 N. Bingham, Chicago 60647 773-244-
3728 don@creahomes.com
www.creahomes.com

Coldwell Banker Honig-Bell - Allison Fetchko

113 E. 19th St., Lockport 60441
815-834-4308, afetchko@cbhonig-bell.com,
www.cbhbpm.com

Complex Painting and Carpeting—Rick
Arellano

526 Pratt Ave. South, Schaumburg 60193
847-895-0080,
custserv@complexpaintingandcarpeting.com

Crystal Windows and Doors— Ann Liang

1300 W. 35th St., Chicago 60609 773-376-6688
daisy@crystalchicago.com
www.crystalwindows.com

LM Consultants—Scott Livingston
750 E. Bunker Ct., Vernon Hills
847-573-1717
scott_livingston@Imconsultants.com
www.Imconsultants.com

Rowell, Inc. - Kara Cermak

800 E. Northwest Hwy, Palatine 60067
847-991-6000, kara@rowellmanagement.com
www.rowellmanagement.com

Royster Property Management — Bonita
Royster 11535 W. 183rd PI., Orland Park 60467
708-479-7916 roysterproperty@sbcglobal.net
www.roysterproperty.com

State Bank of Countryside - Kristen Walker
6734 Joliet Rd., Countryside 60525
708-485-3100 Kristen.walker@banksbc.com,
www.statebankofcountryside.com
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ACTHA Fall Conference Program

For more detailed program descriptions, speakers, times, program outlines,
exhibitors, visit ACTHA’s web site: www.actha.org

Click on “Education/November 22”

9 am.—10:15 a.m.

11 am.—12:15 p.m.

1 p.m.—2:15 p.m.

2:25 p.m.—3:15 p.m.

1)

(2)

(3)

1)
(2)

3)

1)

(2)

(3)

Your choice! Pick one program from each of the time slots offered:

Risk Management of an Association (part of “Learn and Lead”)

This session will cover the basics that every board member and owner should know
regarding insurance. Faculty: Barbara Wick of CARMIC

Financial Pitfalls

Collections, delinquencies, super liens, bankruptcies and foreclosures are inevitable events
that can wreak havoc with your budget. Learn the early warning signs and actions to
soften the blow and reduce the negative financial impact. Presenters: Mike Kim of Michael
Kim and Associates and Martin Klauber of Private Bank & Trust

Communication

Good communication usually means a well-functioning association. Find answers to
bonding your homeowners into a true community. Presenters: Craig Finck of Lakewood
Falls Community Association and Andrea Sorgani of Alma Property Management Services

Risk Management of an Association (continuation of earlier session)
Enhancing Revenue

There are ways to generate additional income other than through increasing fines or
assessments. Brainstorm some non-traditional ideas! Bit also bee aware of any legal
implications. Presenters: Blagica Bottigliero of CondoPerks, Jean Pickering of The Tektite
Group, Scott Rosenlund of Fosco Fullett Rosenlund, Tim Snowden of Heil Heil Smart &
Golee

Quickbooks: A “hands-on” walk-through

QuickBooks is used by many associations to manage their finances. This seminar will be a
hands-on workshop on how to use the software. Presenters: Steve Silberman, Kenneth
Hafft and Sarah Eddy of Frost Ruttenberg and Rothblatt

Embezzlement & Fraud: Protecting Association Assets

Learn how to protect your association funds be being proactive: setting up and following
internal controls and using foresight and hind-sight. Presenters: Sima L. Kirsch of the
Law Offices of Sima Kirsch and Mike Majewski of Selden Fox

Housing Woes

Sales, leasing, right of first refusal, developer in place, etc. are issues that may cause a
negative effect but can also lead to positive results. Presenters: Randy Rosen of Rosen
Management and Chuck VanderVennet of the Law Office of Charles VanderVennet

Contracts: Specifications, insurance, contractor supervision, etc.

Learn to effectively seek contract bidders and make the right decision by knowing how to
establish specifications, when to hire a professional consultant, and how to project manage.
Presenters: Patrick Costello of Keay and Costello and Mark Waldman of Waldman
Engineering

Ask an Attorney—a general session where you get your question asked
and answered!

Moderator: Charles VanderVennet, Panelists: Patrick Costello and Sima Kirsch
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ACTHA Fall Conference Registraion Form

YES!! I want to register for the Conference and Trade Show on Saturday, November 22, 2008 at the Drury Lane in Oak-
brook. Registration fee includes: seminars, continental breakfast, lunch, Trade Show, and materials.

Fee Schedule: Member rate: $ 45 or $35 if sending 3 or more from the same association; Non-member rate: $120 per person; if registering for
“Learn & Lead: ACTHA's Certified Leader (ACL) program and you wish to pre-pay for all six courses the discount rate is $100 per person

Name of Assoclation:

Address: City/Zip:
Phone #: Email Address:

Name(s) of Individual(s) Registering for ACTHA’s Certified Leader (ACL) Program (please
print):

Name(s) of Individual(s) Attending if different from above) (please print):

For planning purposes, please indicate the number of registrants attending which seminars:

Risk Management of an Association (Learn & Lead Certification Course for those not seeking ACL status)

Financial Pitfalls Communication Enhancing Revenue
Quickbooks Embezzlement/Fraud Housing Woes
Contracts AMOUNT ENCLOSED:

Please make checks payable to ACTHA. Send to: 28 E. Jackson, Suite 910; Chicago, IL 60604 or you may register online using a credit card

NOTE: Confirmations are not sent except upon request. No refunds are grven after Nov. 15 and there will be an additional charge of $20 per person_for
anyone registering after that date or at the door. All other cancellations are subject to a 25% handling fee.

S& D ENTERPRISES, INC.

Over 50,000 Roofs Installed Since 1963

Specializing in Specialized in Roofing Services & Projects for:

Multi-Famin Tear-offs ® Shingles ® Soffit & Fascia
Projects Flat Roofs ® Gutters - Siding ® Repairs

Our Experience
& Technical
Know-How

Gets the Job Done
Right the First Time! COMPLETE ROOFING SERVICE « BONDED AND INSURED
A State of Illlinois Unlimited Roofing Contractor

OWENS CORNING

Preferred Roofing Contractor

» Call Sam or Stu Martel for a FREE Estimate

630-279-6600 * www.sdroofing.com
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,g Question of the Month

"?(-' Q- I have a question regarding charging owners for providing copies of condo bylaws and other
&

documents to attorneys for the sale of a condo. Our management company charged an owner $149
+$3¥, which she didn’t know about until it appeared on her closing costs. I would like to know what
*

Q would be a normal fee for providing copies of the bylaws and answering a short list of questions.
2

23
P

L . . .
A- The amount management companies charge for closing documents vary just as a company’s

fee for service varies. The charge for closing documents is usually outlined in the management agree-
ment between the association and the management company. Charges for copies of Bylaws, Declarations, or
Rules and Regulations are a separate issue. These documents are the property of the owner of the unit. If that
owner decides to sell the unit, it is the seller’s responsibility to pass those documents along to the buyer of the
unit. Some associations have rules in place for the replacement of the governing documents.

The preparation of closing documents typically includes a paid assessment letter, an HOA or Condominium
Questionnaire and the waiver of the Right of First Refusal, if necessary. Charges vary but will most likely fall
around the $115 range to the seller for the preparation of these documents. Many associations require that a sales
packet be completed with the new buyer acknowledging receipt of the governing documents prior to the paid
assessment letter being completed. If you are interested in what your management company charges for these
services, give them a call and ask. That way, you can find out your cost before you see it on your closing
statement.
Michael Roche ™ Eagle Rock Management ™ Box 2786 , Joliet, IL 60434 "~ 815-729-9290
mike(@eaglerock-management.com ™ www.eaglerock-management.com
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