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What You Should l{now
About Condo Managernent

Owners of q new condominiurn ore odvised fo seek professionol
monogemenf experfise when their community ossociofion fokes

over mondgemenf responsibilily from the developer.

by John J. Smolenski
vice president and general manager
Property Management Division
BairC & Warner lnc.

|f VERY KIND of real estate has toI be managed. Even the ivy-covered
cottage in the suburbs needs someone
to mow the lawn, rake the leaves, and
shovel the snow from walks and drive-
i.\'ays-or arrange to have it done.

Someone has to pay the bills for
electricity, gas and u,'ater and arrange
garbage pickup. If the roof, furnace,
u'ater heater or water faucet need
repair, someone has to arrange for it,
see that it is done and has to pay for it.
Somebody has to set aside funds and
then pay the taxes and insurance pre-
miums.

In the single-family home the owner
is usually the manager too.

Cqn Be Complex Job
The task is more complex in a high-

rise condominium or cooperative
building with hundreds of apartments
or in a complex of several buildings or
townhomes in one development that
involves a number of residents com-
monly sharing the ownership of prop-
erty. Whatever its physical character-
istics, the condorninium or cooperative
is usualiy a development that costs
rnillions of dollars to build and takes
hundreds of thousands of dollars to
ojrerate.

Like the single-family home, it has
::, 'ce managed, a task that is the legal
:rs:rr=xrbilitv of the community (or
:'.'.':e:s'l association" to which all unit

:^t^--, .:-tr-: utr1Ul19.
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The management tasks include
many of the same jobs that a home-
owner faces-and then some, The con-
dominium, because of its size and com-
plexity, has many additional things
that have to be done and more people
to supervise. The details of the man-
agement task will be explained a bit
later on. On top of seeing that every-
thing is done properly, the manage-
ment person has another job on his
hands that a homeowner doesn't have
to face. That's the task of satisfying
the numerous owners, a monumental
task in itself. Management of a con-
dominium or cooperative, in which
residents are the.owners, is far more
difficult than managing a rental prop-
erty, where the residents have no say
in the policies established for the
butlding.

Three Monogement Opiions
When the condominium or coopera-

tive is being built and for some time
afterwards the d"eveloper is responsi-
ble for the management. He usually
hires a professional management com-
pany to do the job for hirn while he
attends to the business of completing
the construction and sales program. At
some point, though, the management
of the property becomes the responsi-
bility of the new owners, organized as
a community associatioh. The associa-
tion's elected board of directors takes
on the management challenge. At this
point the board has several options
open:
' Run it themselves.. This usually is
the most tempting option, because by
taking it, the board immediately re-
duces the budget by doing away with

the management fee. It's a good choice
if the board members have the time,
knowledge, and skills for the job. The
larger the property, the less likely that
"do it yourself" will work. Frequent
changes in the board's membership in-
terrupt continuity and make this ap-
proach difficult.
' Hire a full-time on-site manager.
This may be a good idea if the prop-
erty is large enough to justify the pay
of such a person, and if the board can
arrange for baek-up when the man-
ager is sick, away on vacation, or quits
for a better job.
' Retain professional management. In
this way, the board buys the experi-
ences, skill, knowledge and manpower
to do the job right. Professional man-
agement is especially recommended.
where the property is complex, involv-
lng time to supervise, control and
maintain. It's also recommended when
the building is not large enough to
justify its own full-time manager and
where the board is unable to cope with
management challenges.

Whot Monogement Does
To understand why managernent

is so important-why, in fact, it can
make or break a community. assoeia-
tion-consider the many things that
management or the manager usually is
required to do:
' Collects the monthiy assessments
from the owners.
' Collects paSrments due from conces-
sionaires in the building, such as laun-
dry and valet services, ete.
. Maintains records of all receipts and
expenfitures for the association.
' Submits a monthly statement to the
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Condo Management

conli.nued, from page 69

tasks to perform. But as a general ru1e,
the contract spells out what the man-
agement company or the manager
does n.ot do, such as:
' Act as liaison between each owner
and the developer in seeing to it that
construction work is completed, or in
preparing or checking punch lists for
ownels.
' Maintain or repair any item of the
individual apartments in the building;
these are the responsibility of the
owners.
' Supply an audit for the yearly ex-
pense report.
' Collect delinquent assessments, other
than sending notices of delinquency;
delinquencies are turned over to the
association's legal counsei.
' Advance any funds to or for the
owners to pay outstanding bills.
' Foilow instructions from any owner
other than the president of the board
of directors.
' Make any structural changes in the
building, alterations, or additions, un-
less in an emergency which threatens
life or property.
' Assume responsibility for compli*
ance of the association or any of its
equipment u,'ith the requirements of
any ordinances, laws, rules, or regula-
tions, other than to notify the devel-
oper or the board of any notices or
complaints relating to noncompliance.
' Does not represent the owners in
legal proceedings against the devel-
oper or in any court proceeding relat-
ing to environmenta-l protection, fair
housing, fair employment and similar
larvs.

' Does not provide legal advice, free
appraisals, or real estate brokerage
services for the owners.
' Does not file federal or state income
tax returns for the condominium, or
dispute taxes before government
agencies.

Bssis of Fee

For their services, the managing
co::)anj' receives a monthiy fee, pay-
able ir ad',-ance. The fee may range
an..'..'.-rere from 5% to 76% of the
grc,<s as:essinent (the total of all in-
dir-lcl::-i as:ess:nents). The percentage
oi tre :--<sess:-ient represented by
n-.:i:1ci+:'.e:.- ::e .ie:ends on the size oI
the asse-.sl:en:, Gene:a11i'. the higher
the assessrrrer:, the lor'.'er itie percent-
age represented b1- :ranaEement fees.
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This is beeause management costs are
projeeted on a per-unit basis.

This range of management fees may
seem high, but remember that the fee
covers highly skilled professionil ser-
vices. The cost of one serious mistake
caused because the association did
without a professional manager might
well pay for an entire year's manage-
ment fee, possibly more.

From this description, it should be
apparent that property management of
a community association is a demand-
ing job.

The demands are complicated.by the
fact that community associations and
condominiums are brand-new to most
residents, many of whom are former
single-family home owners who are
experiencing life in a multifamily
building or environment for the first
time. The remainder are mostly
former renters who expect they'll get
the same kind of service in a condo-
minium they received in a leased
apartment; or theSr are former single-
family homeowners looking for "total-
ly carefree living."

Eorly Period Criiicol
The problems of adjusting to con-

dominium life-and consequently to
the problems of management-are
especially difficult during the first 18

to 24 months of a new condominium.
Not only does the building have to be
completed and "shaken down," but the
residents have to become conditioned
to condominium living.

Also, because condominiums and
community associations are relatively
new, the accumulation of management
expertise also is new. There's a short-
age of experienced association man-
agers compared to the rental manage-
ment field which has existed for gen-
erations.

Condominiums tod.ay are where
FHA-assisted buildings were in the
1960s, At first, the only concern was
with getting these FI{A buildings
rented and oceupied. Nobody thought
about long-term management. Many
F HA buildings suffered because of
this neglect. Condominium owners are
now at this stage. But because they
own their units rather than rent *rem,
they have more at stake,

A mature and stabilized community
association doesn't just happen. Usual-
ly the association has to go through
two earlier stages, which might be
characterized as "infancy" and t'ado-

lescence."
lnfancy: Infancy covers the period

between the time the first c,:;:::
move in and the developers mo\-i - --,
During this time, owners are e::-:::
about their new way of life ar:i --r
busy furnishing and improving -r-- 

-:
units. The developer, like a mothe: -:
father, takes care of whatever ma:.-,:-
nance needs to be done, and the n=- -

agement company hired by him ke=;s
the place running smoothly. Mon'-:-,
assessments are generally low, poss--

bly artificially so since the develo;':-
may not have allowed for future ma. i:
repairs and replacements.

As long as the developer is in cor-
trol, there is usually lax or nonexista:--:
enforcement of rules and regulatior:.
The developer has enough problems
on his hands just trying to sell the
building.

Ad,olescence.' Now comes the arvak-
ening, usually when the developer no
longer dominates the board. The devel-
oper in fact may no longer be involved
at all if all the units in the condo-
minium have been sold. Like an ado-
lescent, the association seeks to assert
its independence.

At this point the owners realize they
have to run the community associa-
tion. They may not have had any ex-
perience. Usually they have some
gripes against the developer, so the
first thing they do is fire the manage-
ment company hired by the developer
and either hire another or else attempt
to manage by themselves to keep costs
down.

As part of the adolescence, the
board finds that money assessments
aren't adequate to meet expenses, but
the owners resist increases. Some
owners have sold and moved out with-
out notifying the board, Ieaving new
owners who are unfamiliar with their
obligations. Other owners hold back
on paying their assessments. Rules
concerning parking, pets and mainte-
nance standards continue to be vio-
Iated, and owners demand strict en-
forcement.

Members of the board who thought
that running a condominium was easy
now find themselves frustrated and
harried. Some resign, Some sell and
move out. About this time the owners
begin to realize their condominium as-
sociation is in jeopardy; they deter-
mine to do something about it.

This realization may come about
when owners discover that because of
poor maintenance, lax enforcement of
rules, eareless management, and a de-
clining financial condition of the asso-
ciation, the resale price of their unit is
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The manager can sift what he hears
and reiay to the board those concerns
and sticky situations that are the
proper domain of the board.

By the same token, a good property
management company must also insu-
late the board from the minor day-to-
day vexations such as pet problems,
past-due assessments and other in-
fractions of the rules and regulations.
Any chronic problems of this nature
must be reported. But after a policy
has been established, such as on the
collection of past-due assessments, it
should be relayed to all owners in a

calm, clear and businesslike manner,
as befits a good communicator"

Realizing that time is money, an ef-
fective property management com-
pany must make sure it focuses its
time correctly with both groups; and
that focus should be on policy matters.
When dealing with in&vidual owners
an effective manager will try to take
care of service problems and com-
plaints. But if the owner begins to
challenge policy matters he must be
quickly referred to the board for an
airing of grievances. There is nothing
a property manager can do to change
policy, and it is senseless to spend time
and money on matters he can't alter.

Meetings qnd Commitlees
Another function of good manage-

ment is to conduct smooth-running
meetings. The board president should
be encouraged to publish an agenda,
supported by appropriate backup in-
formation necessary for directors' de-

cisions, 72 hours prior to the meeting.
The management company should also
provide a bundle of in{ormation 72

hours in advance, including a property
report, description of work performed
since the last meeting, lists of items
that need attention, contracts to be
considered and long-range budget
goals to ponder. Robert's Rules of
Order must prevail.

A property management company
should, in our view, encourage and
assist in the creation of working com-
mittees. Committees, like communica-
tion, maintenance, insurance, rules and
regulations, recreation, and the all-
important budget committee that sets
the assessment for the following year
and specifies the standard of services
which will be bought, have two added
values. They serve as good sounding
boards in discussion areas for board
consideration and they are good train-
ing grounds for future directors.

An effective management company
should also be a catalyst for the
growth and continuity of a condo-
minium, Time passes and needs
change. Every board that is elected is
unique and distinct from the one that
preceded it. One board may be run-
ning a cost-cutting platform while
another may choose to spend money to
improve the lobby and hallways. The
manager must be flexible enough to
work with the shifting tides.

At the same time, the manager must
strive for continuity of concern for
long-range repairs and maintenance.
Abrupt policy changes frequently pro-

duce resentment by the resident
owners.

Costs Produce Benefits
You get what you pay for in buying

prof essional management.
Some associations throw out the de-

veloper's management company as

their first action, because they have a

grudge against the developer or else
they think the management company
is making too much money. Many of
these associations have been through
two or three management changes
since, always seeking to get a better
job for less money, which is impossi-
ble. They really don't know what to
expect, beeause no one made it clear to
them.

Part of the problem involved in con-
vincing the association of manage-
ment's value is the relative youth of
many condominium owners. About
half of them are young childless cou-
ples in the 25-to-34 age bracket; the
rest are couples 45 to 64 years old who
no longer have their children living
with them.

Younger owners resist the idea of
paying a large reserve into the assess-
ments account, money needed for top
management and to cover future needs
such as replacement of the roof or
heating plant. They figure they will
have moved up by then, so why pay
for something from which they won't
benefit? Some people who buy retire-
ment condominiums in Florida think
the same way. What they don't realize
is that by failing to provide for the
future that may be 10 or 15 years
away, their condominium unit may not
be worth as much five years from now.

While it's well and good to be con-
servative in condominium manage-
ment, frugality has its limits. A deli-
cate balance has to be drawn between
what's needed to run the condominium
and penny-pinching for its own sake.
It's not easy for owners to see the
difference.

Helping the Monogers
Prof essional management can't

guarantee a better association by it-
self. There also has to be a strong
board of directors supported" by the
owners plus the willingness to increase
assessments and expand budgets to
pay for immediate and long-term
needs. Given these, the association can
help provide for the health and sta-
bility of the property for many years.

To be most effective, the profes-
sional management cornpany and in-
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Chicago's Largest
Professional Maid Service for

Private Residences/Corporate Suites.

McMaiil o Same Maid Regularly,
Bonded and lnsured

.TDaysaWeek-Any
Day-Any Time

. Cleaning and/or Laundry
Services

o PartY Service-
Bartenders/Waitresses

o Ask About Our Corporate
Service for ln-Town
Apts/suites..WE EVEN

DO YV|NOOWS"
337-5374

JOHN HANCOCK CENTER
875 N. MtCHtcAN AVE., CHICAGO, tLL.60611
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