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Fine print
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Buyers should carefully research costs before purchasing shared-community property.
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Are you an avid birdwatcher, delighting in hanging out feeders to observe those chickadees and cardinals at close range? Be careful, if you're thinking of moving into a community maintained by an association, because bird feeders may not be permitted.

Do you consider a portable basketball backboard just another toy, quite different from attaching a hoop to your garage? You could get bounced out of the neighborhood if your fellow town-house dwellers don't agree.

Or are you ready to choose Condo A over Condo B because A's monthly association fees are $100 lower? Look out — in 10 years, your siding may be shot, with no money saved to replace it, leaving you with sagging property values or a big special assessment.

Sharing walls, roofs and lawns with other people is common in America, as an estimated 50 million people live in condominiums, cooperatives and town houses that are covered by 250,000 homeowner associations.

That number is bound to grow, as the cost of land makes residential development more dense, says Greg Pettersen, president of both the Minnesota chapter of the Community Associations Institute and Timber Ridge Townhouses Association in Fridley. In Minnesota, multi-family housing accounted for more than half of the metro housing permits in January.

"It's been growing dramatically in recent years," Pettersen says. "The cost of land pushes up the cost of housing.… That translates to more efficient land use. Virtually all the owner-occupied construction projected over the next 25 to 30 years is going to be homes built in some sort of community association, here in the metropolitan area." And the same is true across the country, he says.

There are many reasons why:

• People are getting older; empty-nesters don't want to be pinned down by yard work or by looking after (and paying for) three empty bedrooms after the children take flight.

• People are getting much older; the amount of senior housing is increasing.

• Mortgage rates are low, enabling younger people who ordinarily would rent to buy less expensive (non-single-family-dwelling) homes.

• Single parents find the hassle-free association life lets them have more of a personal life.

• Single-family dwellings are increasingly in associations because a development may own its streets, or a tennis court, or some landmark landscaping.

A 1999 Gallup survey showed about seven of 10 homeowners in associations said their associations are very or extremely responsive to residents' needs; three-quarters are very or extremely satisfied with where they live and feel their rules are appropriate for their community.

A big issue is what the fine print prohibits: Parking cars on the street. Loud music. Gazing balls on the lawn. Even the color of curtains or trim, says Frank Rathbun, vice president of communications for the Community Associations Institute, an organization dedicated to helping associations function well.

"You've got one guy who says, 'I want blue.' And you say, 'No, you can't. There's a certain color scheme for the community,' " Rathbun says. "A lot of the issues come down to the best interests of a community, versus the individual interests of a homeowner."

Carefully written covenants help lessen the gray area.

"Everyone will define reasonable expectations differently," Pettersen says. "You and I might like looking outside and watching the neighborhood kids playing basketball. Someone else, it irritates, if (they) hate basketball and love peace and quiet." At times, Pettersen says, he has run into people vehement about their tastes who just shouldn't live in places governed by associations.

Another big issue is the cost of an association. While owners are glorying in not having to mow their lawns, they do have to pay someone to do it. And even though they share the costs, the bill adds up.

"While it's carefree living, I might caution, it's not cost-free living," Pettersen says. "Who wants to think about that business stuff when you're out looking for a nice kitchen or selling the big single-family house and downsizing now that the kids are gone, or you're looking for your first house? Sadly, what many people care about is just keeping those association assessments low."

Although the costs usually are less than what a single-family homeowner would pay, being an association member has a monthly price tag. Usually it's around $200 if the association has a reserve fund to take care of anticipated repair and replacement costs. Upscale communities with lots of amenities — pools, spas, extensive landscaping, 24/7 security, elaborate holiday decorations — may charge $300 monthly or more. Costs currently are being pushed up by skyrocketing insurance rates, which have been increasing as much as 30 percent in one year.

Everything needs constant maintenance or eventually wears out, and that shouldn't be ignored, Pettersen says. After his town house was purchased in 1990, its property value receded because association owners weren't paying enough each month to keep up with what needed to be done — predictable things such as replacing garage doors, roofing, deck replacement, outdoor painting.

As it happened, the property got hit by a hailstorm, and the insurance company ended up paying for much of what needed to be done. But associations certainly can't count on that; his group now has a reserve fund to be financially prepared for the future. Pettersen now has a business, Reserve Data Analysis, in which he evaluates associations' reserve funds to let them know whether they're saving enough to keep up with their obligations.

A 1994 state law requires associations to maintain adequate reserve funds to cover replacement of the parts of the community for which the association is responsible. That's a civil law, not a criminal one, so problems only become a legal issue if someone sues. "It's really a case of buyer beware," Pettersen says.

The national Community Associations Institute offers education and resources to associations across the country with classes, a research library, legal information and a message board for members to discuss current issues. Its Minnesota chapter has a legal hot line, networking luncheons and educational events, including an eight-hour basic class. This year, it's starting a three-part course for real estate agents, so they can be more helpful to their clients.

"The need and the demand for services and training and resources and networking we anticipate will only continue to increase," Pettersen says.

One of the biggest needs is for volunteers to serve on the board of directors and committees that manage the community. Alice Gelinas was president of The Seasons Townhouse Association in Woodbury, which has 44 homes. Volunteers are the heart of her association; they don't shovel the snow and mow the lawn, but they make contracts with companies to do it. They walk around the property to make sure everything is fine, and if, for example, they find a dead tree, they arrange to have it removed. It's up to them not to find the cheapest companies, but those that know what they doing, so owners' investment in the property is maintained.

And the volunteers also mediate disputes when owners' expectations don't match the fine print.

"It forced me to read the covenants more carefully," Gelinas says. "I did my homework."

ABOUT ASSOCIATIONS
There's more to a home-buying decision than a trendy kitchen or even the purchase price. Greg Pettersen, president of the Minnesota chapter of the Community Associations Institute, advises buyers to examine several documents before making up their minds:

• Resale disclosure certificate. What owners are obligated to pay — monthly or yearly regular charges, plus any special assessment payments that already are in place. Plus, other charges may be pending against a particular unit, if the current owner hasn't paid up. And a description of insurance coverages and any pending lawsuits.

• Governing documents. What an owner can and cannot do, and an owner's responsibilities along with the association's responsibilities.

• Rules and regulations. How common grounds can be used, and how an owner can and cannot behave.

• Financial health of the community association. Ideally, a reserve study that complies with national standards, showing the association is saving enough to pay for the inevitable and predictable costs of replacing and repairing things, as well as getting the grass mowed in the summer and the snow shoveled in the winter.



Debra O'Connor covers home and garden topics. She can be reached at doconnor@pioneerpress.com or 651-228-5453. 


