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§ 3 - 1 1 9  COMMON IN T E R E ST  O W N E R SH IP
erelse liy tlie sssurlstlmi m a y  l»c a s s u m e d  without Inquiry. A  third person la 

not b o u n d  lo Inqiilro w h e t h e r  the b h b o c Ir I Io ii Iiiis p o w e r  tn net no IniKtee or Is 
properly exercising trust powers, i third (tersoil. w l l hont nitunl k n o w l e d g e  

Ihut the h  -suelnllon Is exceeding or Improperly exercising U »  powers, Is fully 

protected lu denllng w i t h  the nHsuclntlon as If It possessed a m i  properly oxer- 

clsed the p o w e r s  It purports to exercise. A  third jierBon Is not b o n  id to us- 

Bure the pr o p e r  application of trust assets paid or delivered lo the association 

In Its capnelty us trustee.

A I I T I C L E  4  

P R O T E C T I O N  O F  P U R C H A S E R S

| 4— 101. Applicability; W a i v e r

(a) T h i s  Article applies In all units suhjeet to this I Act I. except ns provided

hi subsection (h) or us modified or w a i v e d  hy a g r e e m e n t  of purchasers of

units In a c o m m o n  Intercut c o m m u n i t y  I ii w h i c h  nil units arc restricted to 

nun-residential use.
(h) Neither u puldle offering statement nor a resale certificate need he (ire- 

pared or delivered In the euse of:

(1) a gratuitous disposition of u unit;

(2) a disposition p u r s u a n t  to court order;

(3) a disposition hy n g o v e r n m e n t  or g o v e r n m e n t a l  agency;

(4) a disposition hy foreclosure or deed In lieu of foreclosure;

(0) a dls|K)sllloii lo a d e a le r ;
(0) a disposition that m a y  be canceled at a n y  time a n d  for n n y  reason

hy Ihe pu rchaser w i thout penalty; or

(7) a disposition of a unit In n  p l n n n e d  r o m m u n i t y  lu w l d c h  ihe decla­

ration limits the m a x i m u m  nnnuiil assessment of n n y  unit to nut m o r e  

thnn $300, as Adjusted p u r s u u n t  to Section 1-115 ( A d j u s t m e n t  of Dullnr 

A m o u n t s )  If:
(I) Ihe declarunt ha s  n reasonable n m l  g o o d  fultli belief thnt the 

m n x l i n u m  stated as s e s s m e n t  will 1* sufficient to p a y  the c x j h -'iibcb of 

the p l a n n e d  c o m m u n i t y ;

(II) (lie deelurntlou ca n n o t  he a m e n d e d  to luercnse (lie assessment 

du r i n g  the jierlod of declarunt control w i t h o u t  the c onsent of all unit 

o w n c m ;  a n d

(III) (lie p l a n n e d  c o m m u n i t y  Is nut subject to a n y  d e v e l o p m e n t  

rlghta.

COM M ENT
1. Io the case of commercial an d  In- hniioiicil by Article 4  m a y  be mdiHlnu-

dustrial c o m m o n  Intercat communities, tin). Accordingly, milims-lion (a) per-
the purchaser Is often m o r e  nnpldnti- mils waiver or modification of Article
catcd limn the purchaser of rcHlilenllal 4  protections lu c o m m o n  iulercat com-
units and lima better able to bargain munitlcs where idl uuits nre restricted

for the protections he believes neecs- to nun-residential use. However, ex-
anry. While (bis m n y  not always be ccpt for cerlnin wnivcrs of Implied
Irne, no objective lest run be developed warranties of quality (ice Section 4-
wlildi easily distinguishes IIioho c o m -  115) uml crrlalu exemptions from pub-
niereiul purchasers w h o  arc able to lie offering statement nml resale i-erlif-
protect I Itemin'Ives from those who, ill icnlc requirements (lee siibseetioii
I lie oriliiinry course of business, linve lb)), no express wsiver of llie prolee-
not developed such sophistleltliuu. At tinliH of this Arliele with respect lo
the s a m e  time, tbe cust of protection llio purchasers uf residculiul units Is
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permitted by this subsection. A c c o r d­
ingly. by operation of .Section 1-101, 

the riglils prmiilcd by (Ids Article m a y  
nut be wnived in tbe cose of rcslilciilinl 
purebnsers. Moreover, bceause of tbe 
iiilerrulufcd riglils of resiileiiliul and 

coinmereinl owners in mixcd-usc c o m ­
m o n  interest lommiinities, wsiver or 
modification of riglils conferred by Ibis 
Article is restricted to purchasers iu 

wholly non-residential c o m m o n  Interest 
communities.
2. T h e r e  nrc niouy single family 

subdivision ur towidiu'isc-typc c o m m o n  
interest communities io which tbe c o m ­
mo nl y  o w n e d  nml maintained facilities 

arc relatively iiicoiiHcquontial und the 
assessment for muioleounee of tbe

c o m m o n  areas trlvinl. F o r  rxnmple, 

(lie only c o m m o n  facility m n y  be • 

road, u plujground, or nn open area, lo 
silrli ruses, the cost of the public of­

fering statement required by this arti­

cle is nut justified an y  m o r e  than It 
w ould be justified in the snle of any 
residence in a subdivision or townhouae 
development. Therefore, (b)(7) pro­
vides tliut no public offering statement 

is necessary if the pluiini'il c o m m u n i t y  
declaration limits tbe m a x i m u m  annual 
assessment of a n y  unit to J.'tlXUK) (ad­

justed for inflation) a n d  if Ibe tlrcluf- 
ant has a good fsitli belief that Ibe 

etnted m i n i m u m  will be sufficient to 
pay the expenses .->f tbe association.

§ 4-102. Liability for Public Ottering S t a t e m e n t  R e q u i r e m e n t s

(ul Ex c e p t  as provided In subsection (It), it declarant. Is-fore offering n n y  In­

terest In i i  milt lo the public, ahull prepare it public offering siitcment con- 

f o r m i n g  In  I h e  requirements of .Sections 4-1113, 4-104, -I-105, a n d  4-100.
th) A'drchirnut m u y  transfer responsibility for p r e p n m t l o n  of ull or n part 

nf llm public offering tdutcmcnl to it successor declnrnnt (Section 3-10-1) ur to 

it dealer w h o  Intends tu offer units lu the euiitiuoii Interest c o m m u n i t y .  Ia 

the event of n n y  such transfer, tho transferor shall provide the transferee 

with n n y  l u f u r m u t h m  necessary lo enable the transferee tu fulfill the require­

m e n t s  n t subsection (s).

(e) A n y  deelnrnnl ur denier w h o  offers n linlt lo a p u r c h a s e r  slmll deliver a 

public offering .slntcment In the m a n n e r  prcsi-rilx'tl iu subsection 4 10K(a). 

T h e  person w l m  prepared ull or i i  purt of the piddle offering statement la lia­
ble u n d e r  Feet Inns 4-108 a n d  |,| 4-117 [. 5-105, u u d  G-1<HI| fnr n n y  false or 

misleading statement Bet forth therein or for liny omis s i o n  uf :t material fact 

th e refrom with respect to that portion nf the puldic offering statement w h ich 

he prepared. If u declarant did nut p r e p a r e  n n y  pnrt of u public offering 

s t utcmcnL llmt he delivers, h e  Is nut liable for u n y  false or misleading slate- 

m e a t  set forth therein ur for n u y  omission of a material fact therefrom u n­

less he I m d  uetuiil k n o w l e d g e  of the s t a t e m e n t  or o m i s s i o n  or, In the exercise 

of reasonable cure, should h n v e  k n o w n  of the sta t e m e n t  or omission.

(d) If ii null Is purl of n c o m m o n  Inlerest c o m m u n i t y  n u d  I h  purt of nny 

other renl estate regime lu e n n n e e l h m  wllli Ihe sale nf whlrli the delivery of 

ii piddle offering s t a tement Is required u n d e r  the l a w s  of this Slnle, a single 

puldic offering statement c o n f o r m i n g  tn the leqiilremeulH uf .Sections 4 103,

4 - H U ,  -1-105, n u d  4-l(Hi as those rcqiilri'iui'iits relate to c n c h  regime lu which 

Ihe unit Is lucaled, itutl to u n y  other requirements I m p o s e d  u n d e r  Ihe laws of 

this Slate, m a y  lie prepared u u d  delivered In lieu of providing 2  or m o r e  p u b­
lic offering stutcmcnts.

COM M ENT
T h i s  s c r l im i  p e rm i t s  i lce l i i rnn t . s  to  nivi i l  i s  l inb lc  f a r  b i s  o w n  i i i i s r rp rew l i -

t r n n s f c r  r e s p o n s i b i l i t y  f o r  p r e p a r a t i o n  l a t i o i i s  m u l  tm t l c r i n l  om is s ion s .  A  in-r­
e f  a  p u b l i c  o f f e r i n g  s i n  l e n i e n t  lo  su e -  s o u  w b n  d e l i v e r s  ii pub l ic  offering
iT.xNor d cc l i i r i i t i l s  or d e a l e r s ,  p r o v i d e d  b ln t i -un - i i t  pri-pnrcd by o i I i i t .s  is re-
t b c  ilci-ln n m l  f u r n i s h e s  I lie in  fu r  n m l  inn  s p o n s i b l e  f o r  u u y  sm  Ii ilefi. ii-ocics mill
n e e d ed  b y  l l ie  s n c i c sM i r  o r  d e a l e r  In to  llo- c x l c n l  lie k n ow s  o r  rr-usoaiililv
e om p le l e  t h e  s l ii le iiH-nl . T l i e  p e r s o n  . l im ih l  ) n m  k n o w n  o f  th em ,
w lm  p f e p o r e s  tlie p u b l i c  o f f e r i n g  s l n l e -
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:f
) 1-103. Public Offerlnp Stslemrnl; Gflneml Provliloni

(nl K x r r p t  h r  provlilnl In subsection (Ii), n public offering slnlenmnt m u s t  

• ••nlnIm  nr fully nnil n m i r n l c l y  disclose:

II) (lip nnnip n m l  prlnelpnl nddrrss nf H i p  derlnrnnt n m l  of H i p  pmmiinii 

liilprpst c o m m u n i t y ,  n m l  n Rtiilrinpnl llmt H i p  rnmiiinii lnlrrrsl roiiiimuilty 

Is plllipr n rmiilnmlnliiiii. rnnprrnllrr, nr |ilminnl inniuimilly:

(2| n qrlirrnl ilrsrriplinn nf llm r n m m n n  lnlrrrsl riuiiliiuiilly. Inrlmllnq 

In tlm extent pnssllilp, tlio ly|icp, niiinlirr, n m l  tlrrlnrnnl'n h p IipiIiiIc  nf n u n -  

niPiirrniPiit n m l  rnin|ilpHnn nf rnnslrurllon nT buildings, n m l  m n r p H l e s  

llinl IIip tlprlnrnnt niiHvlpntrs Itirhidlng In IIip c m n n m n  lulprpnt riimmnnl- 

s  iy:
j*. (31 I I ip  n it ii il k-r nf mills In llm c o m m o n  lnlrrrsl riiintnnnlly;

"V1 111 rnplps n m l  n lir Ip f nnrrnllvp ilrsrriplinn nf llm slcnlflrnnl frnlnrrs

nf IIip ilrrlnrnlinn, nllirr llinn n n y  plnls n m l  plnns, u m l  n n y  nllirr rerun) 

nl pnvrnnnls, rnmlllluns, rpslrlrllnns, n m l  rrsrrvnlloiiH nffrrllnc llm rnin­

ninn lnlrrrsl rniiiiuiinlly; llm liylnws, n m l  n n y  rulr» or rcRolntlnns nf llm 

nssnrlnlinn; ruplos nf n n y  rnnliiirls nil.* Irnsrs In Im signed by pnrrluis- 

crs nl dosing, n m l  ii lirlrf nnrrnllvp ilrsrriplinn nf n n y  cnntrncls nr Irnsrs 

Ihnl will nr m n y  Im subject In cnnrrllnllnn by llm nssnrlnlinn n m l r r  Srr- 

tinn .*1-105;

15) n n y  current bnlnnrc shrel n m l  n prnjrrlnl hiulgrl fnr llm nssnrln- 

tIon, rlllmr wllliln nr ns n n  rxhlhll. tu llir public offering slnlrninil, fnr 

|nu?| yrnr nflrr tlir ilnlr nf llir first m n i r y n n r r  In n pnrrlinsrr, mill 

llirrrnflrr llir current budget nf llm nssnrinl Inn, n slnlcmrnt nf w l m  prr- 

|inrnl Ibe Imdget. n m l  n s t n lrment nf llir budget's nssiiinpllnns concerning 

nrcupniiry^nnd In f Ini Inn fnrlnrs. T l m  b u d g e t  m u s t  Inrlmlr, tell limit Hnil 

Inllnn;

(I) n statement nf tlir nninunl, nr— n  slnlnnipnt— Hint—  Umr-e— Is— im~ 

w i i i h h i I ,  Inrludnl In Hie budget tis n reserve.for rrpnirs n m l  rrplncr- , ,

input/ t m d  < r t

(III n stntement of n n y  ell.cr reserves; + * * '

(III) (lie projrrtnl r n m m n n  e x pense nssrssmriit b y  cntrgory nf rx- 

pemllltiros fnr llm nssnelntlnn; n m l  

(Ir) llm prnjeetrd m n n l h l y  c n m m n n  e x p e n s e  nsspssmriit fnr rnch 

type nf unit;

1(1) n n y  services nnt reflected In tbe budget tlmt llm ilrclnrnnt prnvlilrn, 

nr rxprnsrs Hint lie |inys n m l  whlrli lie rxprcls m n y  lircnme nl n n y  sulisr- 

ipirnl H u m  n c n i n n m u  rxprtisr nf llm nssnrinllon m i d  llm prnjeetrd r n m *  

innn e x p e n s e  nssrssmriit nilrlbiitnlilr In rnrli nf llmrr srrvlrrs nr e x p e n s­

es fnr llm nssoclnllon n n d  fnr rnch type nf m i l t ;

(7) n n y  Inltlnl nr sperlnl fee d u e  f r n m  llm pnrrlinsrr nt clnslnc. Ingrlh- 

rr wllli n description nf (be p u r p o s e  n u d  mrlliml of rnlrnlnllnc Hie fee;

(S) n ilrsrriplinn nf n n y  lirns, defects, nr riicumlirnnrrs n n  nr nffecllne 

llm I llir In (lie c n m m n n  Interest c o m m u n i t y ;

(II) n description of nu.v fliinncliiR offered nr nrrmicrd b y  llm dre l n r n n l ;

110) llm t r i m s  n n d  slgiilflrnnt limilnlinns nf n n y  w n r r u u H r s  provided 

by llir derlnrnnt, Including Rlntutory wnrrnntlrs n n d  llmltntlons o n  llm 

rnforrrmenl llirrrnf nr nil d n m n c r s ;

(11) n slnlrment Hint:

(l| wllliln 15 d n y s  nflrr receipt nf .. public off or luyr slntrmrnt n 

purilmsrr, lie fore ennvrynner, m n y  cnnccl n n y  coutrnct f r piirclmse 

of n milt f r o m  n derlnrnnl,
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(II) If n derlnrnnl fnll« tn prnvlde n public offering einlriimm In n 

imrrlinsrr liefiirc r nn v r y l n c  n mill. Hint pnrrlinsrr n m y  rrrnvrr front

illm derlnrnnl |I0| p e r m i t  nf llm snlrs prlrr nf tlm mill plus |10| per- 

rrnl nf llm slinre, proportlnniilc In Ills r o m m o n  r x p r u s r  linliilily, nf 

n u y  hidrblediirsn nf llm nssorhitlmi srrurrd by srrurlly Inlrrrsls en- 

rmnlierliig llm r n m m n n  InirrrHt rnmmiiiiily, n n d

(III) If n p u r r h n s r r  rrorlvcs llm piddle nffrrlnc slnlrmrnl m n r r  tbsn 

15 rlnys Imforr signing n rnutrnrt, I m  c n m m t  rniirrl llm rnulrnrt;

• (121 n slnlrmrnl nf n n y  iiusnllsflrd Judcnirnls nr i m n dlnc stills ngninst 

(br nssnrlnlinn, n m l  llm slnlus nf n n y  |>rndlng suits ninlrrlnl In llir m m -  

mini lnlrrrsl rninlminlly nf whlrli n ilrrlnrnnl hn s  not un t k n n w l r d c r ;

(13) n slnlrmrnl llinl n n y  drpnsll m n d r  lu rminrrllnn wllli Ihp purrhsse 

nf ri mill will lie held In n n  e s c r o w  nrrnmit until rlnslnc n n d  will lie re­

turned In the pmrliiiser If the p nr c h n s r r  rnnrrls (hr runlrnrt pursiinnt tn 

Srrlluii -t-IIIS, incrllmr with Ihr iinmr n n d  n d drrss uf llir e s c r o w  nRrnl;

(I I) n n y  rrslrnlnls nn nllninllnu nf n n y  portion nf llm roniinnn Interest

• ■uiiiitmilly n m l  n n y  rpslrlrllnns: (I) oil usp. n'rupnnry, n n d  nllrnntlnn nf 

lln mills, n u d  (II) n n  llm n m n m i t  fnr w h i c h  n mill m n y  hr sold nr n n Ihr 

ni o m u l  llml inn) hr r c r r h r d  h y  n unit o w n e r  nil snlr, rniidriminllup, nr 

rnsmilly I m s s  In Ihr mill oi In the iiiinmnn lnlrrrsl riiiiuminlly, or o n  Irr 

mimilbin of Ihr euiiitmui lnlrrrsl r n m m u n i l y :

(15) n th'srrlpllnn nf llm Insnrnnrr rnvrrncr provided for llm Imnrfll nf 

m i l  nivnrrs;

(III) n n y  current nr rvprrled fees nr rlmrcrs In lie pnhl hy mill n w n r r n  

fnr Ihr i i s i < nf llm r o m m o n  rlrinrnls n n d  nllirr fiirlllllrs rrlnlrd to llir 

riimni'Ui Interest rnimiiuiilly;

(17) llir extent In whirlt flnniirinl n r r n n c r m r n l s  linvr been provided fnr 

rnmplrHuii of nil linpiovriimiils Hint Ihe dr "hi in III Is ohllcnlcd In lmild 

piirsmm'l In Srrtinn I-11!) (Iirrlnmnt's (Ihllcnllnn tn Hnioplrtr n n d  llr- 
slnre);

(IS) n lirlrf uniI'ulIvo description nf n n y  zoning n n d  ollmr him) use re- 

ipilirinriils llffrclllic Hie r n m m n n  lnlrrrsl rnmiiiimlly ;

ll!l| nil muisiml n n d  liinlrrlnl rlrrtmislniirrs, frnlnrrs, n u d  rlinrni Irrls- 

lies nf Ihe rnmiiinii Inlerest enminmilly n m l  llm mills; u n d

120) In n ruiiprritlltp, (I) w h r l h r r  the milt n w n r r s  will hr rnlillrd, fnr 

federal, slnle, mill ,.trnl liirnnm Inx purposes. In n puss-through nf d e d u c­

tions for p n y  m r n ls  m n d r  h y  (hr nssnrlnlluii for rrnl rslnlr Inxrs n n d  In-

M J L t v  O S  J x L f s H .  0. ( x J L  • b'rrsl pnhl Ihe holder nf n seeurlly Inleiesl eiirmnherlnc the rnnpernllie, 

n n d  (III n slnlriiienl iim to the effort oil r v rry mill ntvnrr If Ihe nssndn- 

*l*in Hills In p n y  renl rslnlr Inxes or p n y m c n l s  d u r  Ihe holder of n securi­

ty lub-rcst e n c u m b e r i n g  tlm runperntlve. 

lb) If n coiiinion lnlrrrsl r n m m u n i l y  rnnipnsrd of lint m o r e  t lmu 12 mills Is 

linl subject In n n y  deve l o p m e n t  riglils n m l  n n  p o w e r  Is reserved In n derlnrnnt 

In miikr llir rnmiiinii Inlerrsl c n m m m i l l y  purl nf n linger eiiiiunnn lnlrrrsl 

emiunmilly, g r o u p  nf rnmiiinii lnlrrrsl rnmmmiltlrs, nr nllirr rrnl rslnlr. n 

publlr nffri I lie slnlrninil f u u y  bill nerd lint liiclmle llto liilnriiinlluii ntlierutse 

rnpilrcd by pniuqiuplis (HI. (Ill), ()5). (10). (17), (IH), u n d  (ID) of siibsrrllmi (n) 

n m l  llie imii'iiHve descriptions nf dnritinrlils reipilred by s n b s e r H m i  liilll).

tr) A  deelnriuit p r o m p t l y  slmll niiicud (lie pilbllr offering slntrmriil I n  report 
liny ninlrrlnl eliniige In Hie liifnrmnHnn rripilrrd b y  (Ills srrtinn.

COM M ENT
I .  T lm  bps( " c im s i t n i r r  p r n l r r l i o n "  

l l i n l  l l i r  Inw  r u n  p r o v id e  In  n n y  pn r -  
r l m w r  is l u  i i r n i r r  l lm l  l i r  Ims m i op -  
p m l u n i l y  In  n n p i i r r  no  i i i i d r r s t i i i o l i i i c  
o f  l l i r  un I u ro n f  l lm  p r n d n c l s  w l i i r l i  be

is ptiri- l insiiti*. S in  It n re x i ih  is  d i f f i -  
c u l l  In  n r l d r t r ,  l i o u n e r ,  in  Hr- I II -I - o f  
l l i r  rm om o i i  i o l r r r s l  r - o om o i id lv  pnr- 
e lm si - r  b r i - im s r o f  l l i r  comp lex  nn l o r e  
o f  l l i r  b im d l r  o f  r i g l i l s  nm l nh l ic i i l i ims
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§ 4 - 1 0 3  COMMON IN T E R E ST  O W N E RSH IP
wliirli rnrli unit o w n e r  tiblnins. For 
lliis reason. llie Arl. udopling llir up- 
liuiiirli n l  limn) nu rulli'il "second geu- 
rrnliiiii" riiiiiluniiiiiiiiii slululrs, eels 
fnrlli n lengthy list of iiiforinntinn 

wliirli 11111hI lie provided In rnrli pur- 
i Inner In-fore lie control Is for n unit. 
Tlii.s list inrluilen a nuiidirr of ioi|s>r- 
tunt limiters not lypirally required in 
(•■ililii' offering sluleiiirnls under exist­
ing I i iw .  T h e  reipiirnni'iil for provid­
ing lln1 puldir offi-ring Kliilnin-nt up- 
lieuru in Si-rlion -l-KKifr), u n d  Sediiin
4 - ION proviilcu ptircliuscrs willi rimcel- 
Inllun riglitu and ini|K>m-s civil pi-iiiiliiru 
u|Nin declarants not complying wit It llie 
puldic of fi ring utatcmrnt rcipiiremcnlu 

of llir Art.

'J. I'urngrupli (a)(2) reipiirrH u gen- 
rrnl di'M-ripliun of (lie roiinoon inlrre.st 
isinimiinily and, In I lie extent po.s.silde, 
llu- ilrclurnnl'H schedule for cuinuicni'c- 
nienl und completitiu nf conulruction 

for ull building Binenilii'.s llmt will 

comprisi* portion.-s of "Ihe c o m m o n  iu- 

Irri'Hl roniniuuil).

U n d e r  Seeliou -1-110 llie deelurunl iu 
uliliguled lo romplelc ull inipriivi-ioeiilu 

s h o w n  o n  u .site plnn or oilier grupliic 
representation in I lie puldie offering 
Nlulemrni or oilier promolinniil niuleri- 
ol.s unless lln-y ure luln-lcd " N K K l i  
N O T  U K  I1UII.T.’’ Tlie eutlimited 
schedule uf roiiiliiriieeiiieiil n u d  eoniplc- 
liun uf loustruelion ilules provides u 
NlHinlurd for judging wliellier a dcelur- 
uni Imu romplicil willi tliose require- 

inentK.

3 .  I’urngrupli (4) lequiri-.s tlie pub- 

lie offering Nlnlcinciil Io inrlude roplea 
of the Ueclti rn I imi, bylaws, n n d  any 
rules mo l  regiilnlioiiH of llie rnmiuun 

Ilileresl rmmiiuuily, ns well n.s ropieu 
uf iiii.v rtiulruelu nr lenses In lie exe­
cuted by Ihe purrlinser. Iii nddiliun, 
llie pnrogrnph requires llie puldie of­
fering s'.nli'iiieiil lu Inrlude ii brief nur- 
rnlive ilesi-ripllim of llie uignifiennf 
fen lures uf llmse diieilinenlH, us well ua 

of iiii.v iiiiimigrini'iit emilrocl, Ii-nseu of 
rcrreiilinnul fmililics, mol oilier sorts 

of ronlmcts wliirli m n y  be Hiibjcet lu 
fiiin cllnlion by I lie a.sNoeinlion after 
llie period of derlnrmil run I rul expires, 
us prnvidei) in Section 3-105. Tlds 
Inner rnpiirrnirnl is intended lo en- 

isiuruge llie prepnruliiiu ul brief sum- 
niiiries ul nil riiiillimii inlerrsl I'ninuiu- 
niiy iluciiuii'iilx in liiynieii's lernis, i.e., 
the "brief nnrrulive di'si'ripliim" kIhiiiIiI 
be ninre I Im n n simple rxplnnuliun of 
wlmt u ib-eliimlinu lor ollirr ilm-ii- 
ineul) is, Iml less H u m  uu rxli-inli-il le- 
gill moilysis iliiplieiiliiig lln- i no I •- ul s of 
Ibe iliiniioi'iils Ilieiosi'li i s. Tlie sum- 
imiry tei|iiiri'ioi'iil is iiiii-inli’d In ullc-

viole llie rmniniiu p r u M r m  of public of­
fering sliileuii'iils being ilriiflisl ill luw- 
yers' li no s  m i d  being nu m o r e  romprr- 
benuilile lo Inynien Ilian III' documents 

themselves.
4. Tin- disclosure requirement of 

parngrupli (0) iu intended In cliiiiiiinlc 
llie c o m m o n  deceptive uulru prnrthc 
k n o w n  as "low Imlling." s prarlirc by 
wliirli a deelnriuit ini rut iiiini liy niuler- 
csliuiiiles Ibe budget fur llie nt-smis- 
lion by providing inmiy uf llie serviees 
himself during llie iiiilinl stiles period. 
In uueli a clmimsliiiiee, • lie ileeliirniil 
c o m m o n l y  intcuils llinl. idler a n-rliiin 
time, Iliene acrvlees (wldcli miglil in­
clude I i iw i i  niniuleiiiiiiec, piiiuling, se­
curity, bookkeeping, or oilier serviees) 
will become expenses uf llie nssuciu- 
liun, thereby miiI is Ii i i i  I i ul ly iuerenslug 
llie iirrioilie runimuu expense nssess- 
melt Is which association m e n d e r s  must 

ulliinntcly l-cnr. Ily requiring llie dis­
closure of llicsc serviees (ini Idling the 
projected r o m m o n  expense iissessment 

ultriliiilulile lu eneli) in piiriigrnpli (0). 

Ibe Ael seeks In minimize ’‘low-bulling". 
In uriler lu comply fully willi tin- pro­

visions u f  piimgmpli (5), llie deelnrnnl 
must fiilcnlule (lie budgel nu llu- lilisis 
uf bis best esliiiinle of the mmiln-r of 
unils which will le purl of the ciimiiuin 
ilileresl r o m m u u i i y  dining llmt budget 
yenr. This requirement us well uper- 
utcs tu liegutii llm effects of nny nt- 
lempleil "lowbulling.”

5. I'urngrnpli (0) requires disclosure 

of un y  financing ■’uffereil” by the dc- 
ebirmil. Tlie piiriigrnpli eiinlenipliiles 
llmt u ileelurimt ilisi-luse n n y  arrange- 
meats for fimim-iiig llmt m n y  linve 
been niude, iueliuiing urrnngeiiicntu 

willi nn y  iiunffiliiiled lender lo provule 
morlgeges lo ipiulified ptirelmsers.

0. U n d e r  pimigruph (101, llie dr- 

elnriiiil is required lo disclose llie 
terms of nil wnrruutii-s prneiili-il by Ibe 

deelnruul (including I lie sliiliilnry war- 
ruulies sel forili in .Seeliuli -I-II I) mill 
lo describe n u y  sigiiifienul limittiliuiiH 
on Hiiili wurrmilics, llm enforcement 

thereof, or dnimigcs wliirli m n y  liu cut- 
leelible us ii  result uf ii liremll llmreuf. 

This biller requireuicnl wuuld licccssl- 

lule ii ileuerl|iliun by llie ileeliiriiul uf 
uny exclusions or liiuilifii-uliuns of slut- 

lllory wiirrnulies uilili-rtnki-u pnrsiimil 
lo Seeliuu -1-115. T h e  sliilule id limi- 
luliims for nnrriiulies set lurlli lit 
Seeliuli 4-1 lli, tugi-ilirr willi nn y  sepn- 
rule written iigreeiiienl (ns required by 
S« el inn -I-I lli) providing lor leiliii-liiiii 
ol llu- pi-riml of uueli Mnlule nf limilu- 
tbiiiH, i i i i i s I  nlso Im ilisi-lir.ed.

7. I’nriigrupb (II) requiies llml llie 
ilei Inriilil dibeluse Ibe existence id uuy
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rigid of first refusal ur oilier n-slrie- 

linns on I lie uses fur which ur elnssrs 

n l  persons lu wIiiiiii mills n m y  be xulil. 
11 nlso requires disi Insure id miy pro­

visions limiting llir iiimilinl fnr wliieli 
mills .nine Im wild or on I lie pnrt of 
llm-wiles price wliirli m n y  lie retained 

by lln- selling uuil owner. In n u m e  ex­
isting bniisiiig i-iiiipcnilivcs for low in- 
rnine fuinilies llm unit o w n e r  is re­
q u i r e d  lit sell nl nu utiire limn il fised 

s u m ;  Miuii'liuies llm uiii'iiinl wliirli ibe 
llliil o w n e r  pnid; Niiiiirliiiii's llml plus 
s fixed ii|ipri'i'inliiiu. In iiiiiiiiiuu lo 
llml prurliri', llie M'eliuu I ulili'iiiplilles 

ul In* r pnssible liuiiliiliiius nu llie nwu- 

er's right lo receive sulcs proceeds 
sin li us ii provision under wliirli lliu 

■leti'lnpcr sluirrs iu .uy iipprerinliou in 
x III ui-.
H. U n d e r  piirogrnpli (10), llm lie-

< InisIII is uliliguled III ilis, luse n n v  i llr- 
renl nr I'Xpeeled fees hi charges wliirli 

unil owners limy Im required lu puy 
fur tlie Use nf llie enniuiiin elenii'lils 
um l  oilier (ueililii-s related tu llie rnm* 
limn ilileresl cumin: lily, .Such fees or 
x barges might in s w i m m i n g  pool

fees, gulf,’’eoiir or required
iiieiuliersliip flies u n  liun ilssu-

■ unions, S'ueli fees > •• > iirvseul n 
siilislimliul uddilinii I ily ussess-
uienls.

II. T h e  "fiiimieinl ...iigenuiils" re- 
ipiiieil iu h e  ilisrluseil pnrsiimil lo 

piiriigrnpli (171 m u v  vnry siitislnnli|iti.v 
f-uiu one dcvelopinenl to unotlmr. It 
is ihe inleiit of llm paragraph lo give 
purilnisers us uiiieli iiiforninlioii ns 
possible willi which in assess llie lit- 
rlimiut's uliiliiy lo curry mil liis olilign- 

linns iu complete llie improvements. 
Fur example, if n ili'clnrunl Ims u cont- 

■uitiiirilt frnm it bunk lo provide con- 
slruction fiuunring fur it s w i m m i n g  
pool will'll 511'/, of llm nnils iu llm 
nmiiiinii ilileresl r o m n m u i l y  ure com- 

!• Ill nl. tliut f m  I shuiild Im ilisrluseil lo 
piiti'iilinl piiielmsers.

III. In mlilitinn Iii llie Infnrumliuu 
required lu be ilim-lu.scd by puriigroplis

(I) llirougli (18), pnrngrupii (10) re­
quires llmt llm deelnrnnl disclose ull 
oilier "unusual mul luulerinl circum­

stances. fenlurrs, u m l  eliurnctrrislim" 

of I' e ruuiiuoii ilileresl roitmmnilv and 
all nnils llmreiit. This requires only 

iufuimilliuil width is Imlli "iimisiuil nmf 
luulerinl." Thus, ihe prutision due* 
nut require ll e ilisrlusnri- of "iiitilrri- 

nl" fiielors wl.irli lire ■ ominonly under- 
stood lo he purl III llm roiinnco inter­
est commun i t y ,  r.</., llie fuel that 
hiiildiugs blue u roof, walls, doors, and 

windows. Similarly', llm provision dors 
uni require llm disclosure of “unusual" 

iufuriniilinii nlsiol llm conilnuii inlerest 
cumiiruuily wliirli Is not olnu "nuilcri- 

nl," e  llm fact llial n c o m m o n  iulcr- 

est isimiminity ia tlm first di'velupmeiit 
n t  ils type in a purlir'ular Imulilv. Ill- 

formation which would nornitill.v be re­
quired lo Im disclosed pursuant lo 
pimigrupli |l!>) might inrlude, lu llm 

extent llmt I bey nrc iiiiusiiul mul unite- 
rill), environmental cundiliuiiH affeiling 

llm use ur enjnymeul of llm ixjninmu 
ilileresl euiumuiiily, features uf llm lo- 
enliuii uf tin- cDinniiiu inlerest i-iiiiiniii- 

idly, c . y  . near llu- end uf nu uirpurl 
r u n w u v  ur a pluuiied readi-ring plaul, 

and llm like.

I I .  T h e  r n s r  u f  p r r p n r i u g  n p ub l i c  
o f f e r i n g  b l u l e iu c i i l  r u n  In- s i ih s l i iu i i u t  
m u l  m a y ,  p u r l i c i i I n r l >  ill t lm i-iim- uf 
sm a l l  iu iii i ii i i i i  i l i l e r e s l  enu i i i i i i l i i l i r s ,  
r c p r i ' s e n t  a s i g i i i f i r a u l  i s i r l n n i  uf llm 
Cusl u f  n u n i t .  F o r  l lm l  r e a sn o ,  
s u h s e c l i o o  ( b )  p e r m i t s  n d e e l n r u u l  lu 
e x c l u d e  f r o m  ii p u b l i c  o f f e r i n g  s ln l e -  
i n c u t  c e r l n i n  i u f u r u i n t i u i i  iu  l lm r u s e  of 
a e»iiiiiII c o m m o n  i n l e r r s l  i s im n i i i u i ly  
( i i - . ,  l e s s  I Im ii I 'J ii u i  Ih I w li i r l i  i s  n n t  
Huhjcel  l u  d e l  e ln p iu i ' l i l  r i g h t s  mu l 
wli ie l i  i s  iml p o t e n t i a l l y  p u r l  u f  n l a r g ­
e r  e u n inm u  I l i l e r e s l  •-•uiiiiiiiiiily o r  
g r o u p  u f  c o m m o n  i n t e r e s t  e om n im i i l i r x .  
F s s e n l i i i l l y ,  su b se i - l j i u i  ll>l | . e rm i l s  u 
d e e l u r a i i l  t o  e x e lm l e  f r o m  n p u ld i e  o f ­
f e r i n g  s l i i l e in e n l  l lm s e  l u a l e r i a l a  w h ich ,  
iis a p r i n t i t i i l  l im i t e r ,  r e q u i r e  cxlv l ide i l  
p r r p a r a l i u i i  e f f o r t  In  un  a l t o r u e y  o r  
e n g i n e e r  in n d d i l i u n  o f  l lm  i io r iu n l  e f ­
fo r t  w I d ' l l  m u s l  l e  •• v i t  I i d  lu  p ro v id e  
l lm  i l e i l n r a l i u i i ,  l i y lnw s ,  p i n t s  nud  
p ln n s .  o r  o l lm r  d u c u i i i e u l s  r e q u i r e d  h.v 
l lm  A e l ,

S 4-104. S a m e ;  C o m m o n  Interest C o m m u n i t i e s  Subject lo Devel o p m e n t  

Highly

If H ip  di'i'lnrnlliiii provides llml n riiuiliiiiii Interest eiimnmidly Is siibjccl In 

n u y  ilcvclupini'iil lights, Hip  pulilli* uffpilug slnli'iiipiil mils! i I Im I ip -p .  I u  nddl- 

t lull In H ip  infill mill iuli ipquili'd by ,S|‘|'|Juii I lll.'l;

H I H ip  i i i i ialiitimi number uf nulls, nml (lie max imum number nt mills 
per nere, Hint nmy ls> c i r u l e d ;

IM



12 / n s ln lt  h ieut o f  Im w  n inny n r w lm l p e r re id n g r  o f  IIip  m il l 1'  l lm l mny 
I t  r r rn fr i l w il l  Ik* r rn lr li IpiI e x c lu s iv e ly  In  r r s l i lc id h il use, nr n s ln lrm rn l 
llm l mi r e p re sen ta t io n s  nrp m ndr rrg n rd ln g  iisp r r x lr lr l lm in ;

(31 If n n y  nf llir mills llml m n y  Is1 Inilll wllliln rrnl rslnlr siilijrrl In 

ilpvrlnpinriil rights nrp nnl lo lir rrslrlrlnl exclusively lo rrsldPiillnl nsr, 

n slnlrmrnl, wllli respect lo rncli portion of llml rrnl rslnlr. of llir mnxl- 

m m i l  prrrridnge of llir rrnl rslnlr nrrns, n n d  llir ninvliniun prrrrnlngo nf 

I I i p  floor nrrns of nil mills llml m n y  hr rrrnlrd (herein, Hint Hre nnl re­

stricted exclusively In rpsldrnHrd lisp;

ill n lirlrf unrrnllvr ilrsrriplinn of n n y  itrvpliipuirnt riglils r e s c u e d  hy 

n drrlnrnnl n n d  of nil) conditions relating lo or l lm l l n t l n n s  u p o r  llir ex- 
errlsr of dinrlopmriil rights;

hrd  n slnlrmrnl of the mnxImiiin rxlrnl lo whirl: rnrli mill's nllnrnlrd 

Inlrrrsls m n y  Im rliuitgrd h y  (lir rxrrrlsr of n n y  ilnvplnpmrnt right dr- 

s i i |l>rd In |inrngrnpli (.1);

|0| n slnlrniPiil o f  llir extent lo w h i c h  a n y  Imildliigs or nllirr Improvr- 
mriils llml m n y  Is* orrrlrd piirsmnil lo a n y  drvrb'pnicid rigid In n n y  pnrt 

of llir r n m m n n  Inlrrrsl rnitiiiiiintty will hr rmupnllldr wllli existing build­

ings a n d  liwprnvcineids In llir riiiuiiioii lnlrrrsl rmmmiiilly In t e rms o f  nr- 
■ tiller! nnii stylo, ipinllly of roust rrn l Imi, n u d  size, or n slnlrmrnl Hint no 

iissurniirrs nrr m n d r  In llmse rcgnrds;

(71 grnrrnl drsprlpllmis nf nil ollmr i m  <rnvpinrnls Ibnl m n y  hr m n d r  

n u d  llmllril r o i m m i n  rlrinrnls Hint limy Im rrrnlrd wllliln n n y  part nf llir 

rninninn Inlrrrsl rnmmiiiiily pursu n n l  lo a iv d r v p l n p m r n l  rigid reserved 

l>) llm ilrrlnrnnl, nr n slnlrmrnl llmt n o  n siirnnrrs nrr inndr In Hint rr- 

giinl;

(N) n slnlrmrnl of n n y  llinllnllons ns lo llir Inrnllons of n n y  bulldliig nr 

oilier I m p r o v e m e n t  Hint m n y  ls> m n d r  wllliln n n v  purl of Ihr rninninn In­

lrrrsl r m m n m i l l y  purs u n n l  In n u y  d m r l o p t i m i d  rigid reserved hy llir de- 

rlnrnul, nr n slnlrmrnl Ibnl m i  iissurniirrs nrr m n d r  In llinl rrgnrd;

i!M n slnlrmrnl Hint n n y  llmllril r o m m o n  rfrmrids rrrnlrd piirsiiuid lo 

mi) d e v e l o p m e n t  right reserved hy llm ilrrlnrnnl will Im of llm s n m r  gen- 

rrnl I ) p m  n u d  s l z m  ns (lie llmllril r o m m n n  rlrinrnls within ollmr pnrIs 

" f  llm r o n i m m i  lnlrrrsl rnmmiiiiily, nr n statement of llm types n m l  nlr.rs 

plnimrd. nr n slnlrmrnl llml 110 nssiirnurrs nrr tmide In llinl rrgnrd ;
IM») n statement Ibnl (bo proportion of llmllril niinnmil rlrnirnls In 

mills rrrnlrd purs u a n t  In n n y  ilrvrlopmrnl rigid reserved by llm drrlnr- 

mil will Im n p p r n x l m n l r l y  ripinl In tlir prnpiirHun existing wllliln nllirr 

pnrls of llm coimiioii lnlrrrsl riiininniilly, or n statement nf a n y  nllirr as- 

x n rm i f c s  In Hint rrgnrd, or n stnlrinrnt Hint no iissurniirrs nrr m n d r  In 

Hint regard;

(II) n slnlrmrnl Hint nil restrictions In H ip drrlnrnllnn nffrrllup use, 

orriipnnry, n m l  nllrunllnii of mills will npply in n n y  mills rrrnlrd p u r s u­

ant lo n u y  dpvi'lnpiiirid rigid reserved b y (lie ilrrlnrnnl, nr n slnlrmrnl of 

a n y  dlffrrrullnlIons ibnl m n y  be m n d r  ns lo llmse mills, nr n slnlrinrnt 

Hull 110 nssiirnurrs nrr m n d r  III Hint rrgnrd; n m l

H'2) u slnlrmrnl nf H ip rxlrnl (o  w h i c h  n u y  i ih s i im i ic ps  inndr pursuant 
to lliis srrlinn npply or d o  nnl a p ply In (lie event Hint, n n y  drveliipmrid 

ilgld Is iml exrrrlsrd b y  llio ilrrlnrnnl.

COM M ENT
iv vi-i’i inn r e q u i r e s  d i s c lo su re  in 1111 n n l i r r  of Ihe e x te n t  lo whlr l i  Ih r
pub l ic  o f f e r in g  s l n l r i n r n t  u f llie e xcT r in r  of l l i n s r  r i g h t s  mn.v n l t r r ,

•or ill wl i ir l i  Ihe ih - r ln rn i i l ' s  exi-r- som e t im e s  q u i t e  ilr immlli'lil l.v, im lh Ihe
•if deve lopmen t  l i g l d s  mn.v n l f e r l  p h . i s i in l  unit I h r  legnl nsp i- r ls  nf Ihe
'• i-.rrs wIm n rq u i r e  m - i l s  Imfnre p r o j r r l .  l-’u r  rv n i n p l r ,  llu- p r u s p e r l i t r

r ig l i ls  l invr h r r n  fu l ly  r.M-rrised, p i i r ehn se r  mny  lm ro n l r i i ip ln l i l ig  th e
r u r p n s e  Is to p u l  th e  pu r r l in s i - r  n rq i d s i l i o n  of a p n r l i r t i l n r  m i l l  hei-nuse
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II enjoy* n view nf nprn, midevrlopeil 

land nvrr wliirli Ihe derlnrnnt hns, 
Im w  ever, reserved development riglils. 

11 mn.v Im Ihnl Ihe hnmidury nf Ihr 
pnreel ns In wliirli drvi-tnpmrnl rigid* 

h m e  heen reserved nelunlly roinrides 

willi. or rims qnilr rlnsr lo, llie older 
wnll of Ihr unit In qurslinn. T h r  dis-

c lo su re s  n r s l n l r t n e n l s  nui'h- pu r sunn l  
t n  p n rn g rn p l i s  (S| nnd  (121 of Ih is 
see l io i i  wil l i n d ic a te  lo th e  p r n s p r i l i i e  
p u r r l i n s e r  Ihe ex len l  l i f  nil)) In wliirli 
lie r n n  re lv on  Ihe d e r ln r n n l  lint In do 
a n y th in g  wli ir l i  wou ld  rnd i rn l ly  n l le r  
the v iew  f rnm  I h r  u n i l .

? -1-105. S a m e ;  T i m e  Shares

If llm derlnrnlinn provides Hint o w n e r s h i p  or orriipnnry of n n y  unils, Is nr 

m n y  Im In H u m  sbnrrs. llm pulillr offering slnlrinrnt slmll dl'rlosr, In nildl- 

H i m  lo llir Information rrquirrd by Section -1-103:
111 llir n umls'r n n d  Identity of mills Iii whlrli time sbnrrs tuny im err-

n l r d ;
(2) llir lolnl n u m b e r  nf llir • shares llinl tuny Im rrrnlrd ;

(3) tlm m i n i m u m  durntlnn nf nliy H u m  s h n r r 0 4I— • m n y  Im rrrnlrd;

n m l
(I) llir rxlrnl lo whlrli llir rrrnllon of H u m  shares will or m n y  nffnl 

Ihr rnfnrrcnldlily of llm nHsoclnllou’s lirn for nssrssmrills provided In 

Serllun 3 - 1 HI.

COM M ENT
I. T i m e  m i m i n g  has heroine inrrrns- 

inglv inilmrlnnl in rereid venrs. pnrlir- 
idnrly willi .fesperl lo resort rmniuon 
inlrrrsl rnliimiinilie.s. In rrrngnitintt 

of diis fnel, Ihis un-linn requires the 
disclosure of rerlnin iuformntinn with 

respeel hi liiue shoring.
2 Virtually nil existing slnlr slid- 

ides ilenling willi rmidiHiiiniiims. 

plnnned rnmmmiiliea nr rnnprrnliirs 

nre silent willi respeel to limr-slimr 
ownership. T h e  inrliir.inn nf disrlnsuir 

provisions fnr rrrlniu fnrnis of lime 
shnring In lids Ael, howrver, dors not

inipl) Ihnl other Inw rrgidaling lime 
shnring is nlfeeled in nn< w a v  in n 
slnlr merely lirrnusr Ihnl slnle euni Is 

Ihis Ael.
'the U n i term l,nw ('ninmr sinners" 

Model f I en I l*)sln|r T i m e  Slmre Ael 
specifies inure i-vhtr-ivr iliselu-.iiri-s fur 

linie-shnri* prnperlirs. A  ' lime.shnrr
properly" n o n  iinhidr pari nr id) nf 

Ihe rninninn ilileresl enmmnuilv, and 
Seel inn l-|lt!) nf Ihe Mnd e l  Art g o v­

erns rnnflirls helnern lliis Arl nml 

lline-shnre Irgislnlinn.

5 1-IOG. S a m e ;  C o m m o n  Inlereat C om m un itie s C on ta in in g  C onvers ion  Build- 
In q i

In) T h e  pulillr offering slnlrinrnt of n rnimnuii lnlrrrsl nniiliimilly roiiluln- 

lug n n y  roiivrrsloii Indhlliig m u s t  conlnbi, In nildllhm lo llir liifuriunHnn rr­

quirrd liy Srrllun I 103;

(1) n stnlrnind h y  llm drrlnrnnl, linsrd o n  n report prepared b y  n u  In- 

drprmlriil |ri-gl.s|rrrd! nrrbllrrt nr rnplnrrr, describing llm prcsout rniiill- 

H i m  of all Hlnielnrnl cnmponriils n n d  nircbiuibnl 11111I rlrctrlcnl liislnlbi- 
linns ninlrrlnl lu llm use n u d  riijnynirnt of llm building;

(2) n .statement b y  llm drrlnrniit nf llm rxprilrd useful life of enrh 

Ilrm rrporlrd o n  In p n r n g r n p h  (I) nr n s l n l r m r n l  llinl 110 representations 
nrr m n d r  In U m l  irgnrd; n u d

(3) n list of nu) indslnnilliic i m H r r s  of u u r u r r d  vliilniloiis of building 

ruilr nr oilier muulrlpnl rrgnbiHiuis, Ingrlbrr willi llm i-stlmnlril cus| of 

rmliig llinsr vlulidloiis.

107



§ 4-106 COMMON INTEHEST  OWNERSHIP

(b) T h i s  R e d  Inn applies only tu buildings cuiitnliilug units (but n m y  lie o c c u­

pied t o r residential use.

COM MENT
1. lu tlie ruse of a c o m m o n  inlerest 

c o m m u n i t y  containing or or m u r e  c o n­
version buildings, tlie -limlusure of ml- 
iii t ion n I information -luting lo the 
condition of llmse bill nings ia rcipiired 
in Ibe piiblic offeriiig slidi-umid lie- 
en use uf llie diffii-ulty inherent in u 
single purchaser nHrui|iliiig lu deter- 
mine llie condition of what is likely to 
be nu older building being ri-liovnled 
for Ibe purpusc of i-oiiiiiiiid interest 
commuiilly s ii leu.
1*. rnrngra|di (h )(1) reipiires Ibe 

pcraou w h o  gives tbe publii: offering 
aluli-ment to rrtnin au Independent nr- 

cbitk.'t or eiigiueer In re|Kirt on Ibe 
present condition of all slriitliirid coin- 
IKiiirnls and fixed iiiei-biiiiicnl uud elec­
trical insiallatioiis in llie i on version 

building. Siicb information is iis useful 

lu deilsruul us to (lie pnrrbtiser since, 

under tbe implied warranty provisions 
of Section 4-114, a declarunt impliedly 
wnrrutils .ill im|iroveineuln niude by 

uuy person to tbc building "before cre­
ation of tbe c o m m o n  interest cuililiiiiiii-

I)" iiulcics micli iniprovcnit'tiPi are ape-

i-ifiinlly excluded from tbe iinplieil 
warranty of qunlity piir.-'anl to Se c­
tion 4-llfi(b).
3. S e e  C o m m e n t  0  to Section 2-101 

concerning tbc mcuuiiig u t  "atrurtiiriil 
l-ouipoiicnta" ns used In |iurngrnpb

(a)(1). A n y  miilerinl ilimiges in Ihr 
"prcM-lil eoliditiun" id these syslema 
must be repnrlnl In on inneiidmeiil in 
Ibe public offering nliilriiielit.
4. U n d e r  paragrnpli (al(3), tin- per­

son reipliri-d In give tbe public offering 
Nlntciurut is rcipiired In iinnidi- pur 
cbascra with ii list of nil oiilslniidiug 
huticea of uneiirid violnliuiiH uf build- 
ing codes or oilier mnnii-ipul regain- 
lions. T h e  literal wording of tliis pro­
vision does not reipiire ilisi lusiiii- of 

k n o w n  viidoliiius of such building codes 
or muiiieipul regulslinns (ut lensr viii- 

Iations having no effect upon the
Ktrmtiirnl c o m p o u n d s  or fixed me- 

rbiinii-nl nud eli-i-Iriciil iuslullolions of 
llie plnnned coliiuitiuilyl unless neliinl 
"notices" nf aiieb viulnlinns liave been 

received. T o  Ibe extent llml uidslmid- 
ing uiilices of uiicuri-d vlnliiliiilis do e x­

ist. Ibe cost of l-uring sm-li viiilulinus
would lu-iilini- n linliilily of llie unit 

o wners or tbe nssucialion following
transfer uf Ibe unil to ii piircbnser.
F o r  llmt reuhon, tbe estimated cost of 

curing nu y  oulatiiiiding xinbiliuii.s must 
nlau be disclosed.
fi. l-'ur Ibe rt-nsulis ael furlli in llm 

C o m m e n t  to St-cibiu 4-lliltii), tliia 
aecliuii dues uot apply to units wldili 
are restricted exclusively to nuti-rcai- 

deulial use.

i 4-107. S a m e ;  C o m m o n  Intereil C o m m u n i t y  Secutlilet

If n n  Interest In n c o m m o n  Inlerest c o m m u n i t y  Is etirreiilly registered with 

(be .Securities u u d  Kxcltitngc C o m m l s s l i m  uf tbe United Stnti-B, n tleebirnut 

tmUnflea nil reipiirenn-nts relating lo Ibe prepiiiiilluii uf u public nffeilpg 

sluleinent of this |Acl| If lie tlellvern In (lie pureliuHOr fninl— fHrrr-rrlttr— tlrr 

jigoney) a copy of Ibe public offering aluteinenl filed wltli tbe Securities n u d  

E x c h a n g e  C o m m l s s l i m .  | A n  Interest lu it c o m m o n  Inlerest c o m m u n i t y  Is tint

ii security u n d e r  tlie provisions of |lnseri nppruprlutc tdntc securities regula­

tion stntutesl.l

COM M ENT
1. S o m e  c o m m o n  interest c o m m u n i -  

lir-M will be regurdcsl as "investment 
contracts" or ollmr "securities" under 
federal Inw liet-misi! they exbibit cer­

tain investment features siieb as niuii- 
tlnlory rental pools. S e e  N E C  Securi­
ties Act ItclcB.se No. 5317 (.laiumry 
11*73). T l m  purpose of (bis seel ion is 
to perinil tlie ilcebiriuit lo file or deliv­
er, in lieu of n puldie offering alidr- 
incnt Hpi-i-ifii-nlly prepared to comply 
with the | (minions of tliis Ael, the 
prospectus fileil willi and distributed

pursuant lo llie regiibiliiins uf the 
United Nlnles Securities an d  Exchange 

Commission. Absent this provision, 
prospective pim-hiisors of r o m m o n  in­
terest comnimiilii-H classified by llie 
S K O  ns "securities" wnnlil linve lo lie 
given t w o  pulilie offering slidcim-nts, 
one prepared piliMluut In lliis Ael nml 
tbc oilier p r r p s m l  pursuant In tin- S e­
curities A e l  nf 11133, Nut mi ly would 
this re-uill liii-rrase (lie di-i-ln ruul's 
lusts (und tbits Ibe price) uf units, it 
might ulso reduce (be likrlibuud of ei-

COMMON INTERES '  OWNERSH IP  § 4-108
I her puldie offering statement iielindly 
being rend In prospective purebnsers.
2. T b e  bracketed language in Ibe 

lirsl sclileiiee uf Ibis aeeliiiu should lie 

insi-rled by sillies xvhii Ii ebiiuse In 
iiilupl the ugem-.v pruvisiuns uf Arliile 

5 uf Ibe Ait. T h e  scixnnl aenteueu

sbmilil id-.il lie inserted by slnlrs opting 
tn iiieurpuriite Artiile 5 of llm Act In 
a m i d  dilpliealive rrgiilntiiiii uf ixiiiiinun 

interest eoiiiniilliilirs tiV the ngi-llel ad 

miiiisleriiig the Slide's securities n-gu- 

lution alulules.

§ 1-108. Purchaser's flight lo Cancel

till A  person n-ipiirril I i i  deliver it puldie offering idnlenient pursiliint lo 

Sei tInti I 1112(e) slmll p r m  Ide ii  p n rebnser xvllli u t-npy o 1 llie public offering 

s |  nli-Hii'iil ii nt] nil unit-luluii'iilM I herein Imfore cmiiey mice nf the mill, n m l  not 
Intel H u m  tbe dole of n n y  i-uutrmt of snle. Unless u pn r e b n s e r  Is given the 

public offetlng sliileiuent m o r e  I l u m  15 tlnys Is-fure execution -* ctinlrtifl 

for llm puiihiisc of n unil, tbe p m e b n s e r ,  Is-fnre tunvejnlice, unij enipt-l the 

m u l  m e t  wllliln 15 d a y s  nfter first receiving llie public offering stutcment.

lid If n p m e l m s e r  eleels tn iniuxd n cunt m e t  pursiliint lu suliseel Inn (n). be 

n m y  d o  sn by Imiid ib-llveiing not b e  Iberenf In Ibe nfferur ur b y  iiiiilliug nu- 

liu- tbeic-nf by pri-pulil United Slides mull lu llie offeror or lo Ills ngonl for 

s e n  ire of proeess. t'uiieelbdlou Is wit limit |s-imlty. m i d  nil p n y m e i d s  lillltlc 

by the p u n  Imser ln-fnie ciiocellidimi m u s t  ts> r efunded promptly.

(e| If ii*-p erson teipiln-d In deliier u pub lic  offering slidcmcnt puysimut In 

Seelioii I' 102(e) foils In p rm li le  u purelmsi-r to xvlioiu n unit Is t-o liveyeil with 
llmt puldie o f f i- i iu g  siiilenienl u n d  ull u iu e iiilu ie ld s  therein ns rcipiired by 
suliseel Ion tu). llu' p m e l m s e r ,  ill mblllloii to u n y  lights to duiiinges or oilier 

u 'l i c f .  Is I ' ld i lb 'i l  lo ict'civf f r o m  llinl person uu iiuuimit e ipm l to |I0| perrent 
of llie snle pi lee of Ibe unit, pills |10| percent of tlie slinre, propnrtloimle lo 

Ids c o m m o n  e x p e n s e  liiibilily, uf n n y  liuleblt'ilm-ss nf tbe nssueintloii secu red  
b y  security lideiesls euctimlmrlug tbe e m u m o n  Inter '! c o m m u n i t y .

COM M ENT
1. T h e  "milling o f f "  per in i l  p ro v id e d  

to  n p i i r e b i i s e r  iu  Ibis s e c t i o n  is simi­
lar t u  p r o v i s i o n s  iu tunny r i i r r e u t  s l i d e  
I'Omlii iiiiiiimii s l i d u t r s .

2 . Subsection ( i i )  reipiin-s Ibnl eitell 

piirebiiser la- provided with butb tlm 
puldie offering statement uu d  nil 

lilileuduii-iilH tlmrr lu prior In tbe lime 
Hull llm unit is milvrycd. If there is 
ii coulriiel fur tbe sale of llie unit, 
these diirmnehls must Im proviileil nut 

Inter t lum tbe dole nf the mill met. 
T h e  seeliuu m u k e s  eleiir Ibid any 
iiliieiidiuelits lu the publii- offering 

stideineid pre|aired between tbe dole 
of nny i-ixiiIriK'l nu d  llm dole uf run- 
veymii'e iiiiisI also be pruvided to tbe 

p i i r e b i t s i T .
3 . T h i s  s e r l i u u  dues nut r e i | i i i r e  llu- 

d e l i v e r y  n f  ii p u ld i e  n f f e r i u g  s l id e i i i e u l  
p i i u r  tn tin- exe i -u l i i i i i  by the  p u r i  b a s ­
e r  I l f  nil l l g r e em e l l l  p m s l l i l l d  to  wli ie l i  
Ib e  | n i u  b a s e r  l e x i - r i e s  the r i g i d  In 
In i )  ii im i l  but is im l ■ im l r I i i  ■ llnIIX’ 
laui iid l o  do  so. I le i- itnse s o r b  ng lee - 
m e ld s  ( f r e i p i e i i l l y  r e f e r r e d  l o  us

•'lino binding reservation ngreemeids") 
m a y  be itiiihdernllv • niiii-lled id tniv 

lime by a pinsprrlive piirelmser with- 
out penult v, they ilu nut i-iilislilliti' 
"ennl rni't | s| uf sille" xx i I bill llie menu- 

iug of Ibe set lion.

I. T i n 1 reipiiri'iueiil set forlb in 
Nllbseetimi (a) llmt u piirebiiser tie 

provided willi suhseipient n m e m b u r u t a  
lu the puldie offering slidrmeiit during 

tbe period between exei-Htinu of tbe 
luulruet for p u n  luise an d  muxrjiiiui' 
lif Ibe unit does uol. in itself, extend 

Ibe "milling off' period Indeed, Ibe 
delivery of s m  b iiiiirudmeuls is rr- 

ipiireil even if llie "moling off" period 
has expired. Tlir purpose of Ibis re 
•piirenienl is to iissure ibid p u n  loners 
of nnils lire advised of any milleriii! 

change iu the enuimou inlerest minimi 
ni I v xx Ii ii b Unix tdfeii tlo-ir sales m n -  

trails uioler general law. While main 
silt It liuiendmeiils will la* im-n l> letli 
nit al and will uni affei I llie haigaill 
llml Ihe p u n  lot it nud *h« Inlniil ell 
lered lido, i ' l l *  h puri Imser should Is*
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i nil I l r* l  In  Jm lq r  f n r  li in** .r lf  l l i r  run- 
I#*i■ n l f 15 n f  nn v  d i n n e r  in  lln> n n l n r r  n f  
i l    i n l r r r s l  r i i t i i in i i i i i f y .

Ti. U n d e r  l l i r  s r l i rm r  s r l  f n r l l i  in 
th is  s r r l i n n ,  it in n l  I r n s l  l l i r n r r l i r n l l y  
pn s s jM r  l lm l  l l i r r r  w i l l  l ie n i nn l  n n l  
f n r  s n l r  n f  l lm  n n i l .  nm l l l i n l  n im li l i i '  
■•(ferine s l n t i -m m l  w i l l  l i r  q i v r n  In  l lm  
pu r i  Im se r  n l  r lu s iu c  j o s |  p r i n r  In  inn - 
i r t i u u e .  I l u w r t r r .  l lm  n t n i l i i h l r  r v i -  
ik l i i 'p  s n e e r " 1* l lm l  ••iii It p r n r l i r r  
w o u ld  Im r n r r ,  nm l l lm t  l lm  p r o v i s i o n  
" I  n p n l i l i r  n f f r r i n c  s l n t r n i r u f  mnn ie t i l*  
p i i n r  In r n i i t r y n n r r  t t n n h l .  in i I «•« If. 
I r n i l  |n  i ln rnp rn  l lm  r i i t l i t i s u isu i  n f  l lm  
|nir>lin<mr fn r  i innm i l i i i ln  i I n l i n e .  In  
vin Ii i i r r n u i s t  n i i r r s ,  n m l r r  sn h s r r t i n t i  
( n l ,  l lm  p o r r l in s r - f  ivu i l l i l . ns n I n n l l r r  
• 1  r i q l i l ,  Im n l i l r  In rx t i ' iu l  l lm  i l n l r  n f  
i lo s i l iq  f n r  l l i  i l n i i  f r nm  l lm  l iun '  tlm 
1'iiMii- n f f r r i n c  s t i i l e i n rn t  is p rm  M n l .  
' l i d s  f i i r l , t u q e lh r r  w i l l i  l lm  q r n r r n l l y  
u n s n l i s fm  t o r t  r s p i ' f i r i u c  t t i l l i  inn in ln 
I n n  'V nn l in q  o f f "  p e r i o d s  "nil'l l ns l l i n l  
im p i is n l  n m l r r  l l i r  f r i l r r n l  I l r n l  l l s l n l r  
S r i i l r i n r n l  I ' rn i  r i l n i r s  A r t ,  s u p p o r t s  
l lm  l  inn Invim i l lm l  i l  is  im ip p r n p r i i i l r  
In  r n p i i r r  n in in i i i inm  pe r io d  n f  i l r l n y  
I n l u r i ' n  i l r l i v r r y  n f  n p n l i l i r  o f f e r i n g  
VI:i!•• l l i r I I I  nm l r n n \ r i i l lM ' r .

I*. I ' m l r r  std is is - linu ( n l .  l lm  f n i l u r r  
i | r l i \ r r  n p n l i l i r  n f f r r i n q  s l n l r m r n l  

In - fn r r  i n m r . w i m r  t ln rs  nn l  r r s u l l  in n 
s i n l i i l n r v  r iq l i l  h v  l lm  p n r r l i n s r r  l o

rn i i r r l  llm rn iiv rvnurr nr In pMiinvry 
llm unil nn rr  rnnv rynm r hns ix rn r r rd .  
Any surli rniir rt ln lioii  nr ri i nm rynm  r 
fnllnwinq nil ni'lunl rnnv rvnm r rnnhl 
r r r n l r  serious imr linniru l nml l i l l r  
prnhlrms ihnl rnuhl linl Im rnsilv rr- 
snlvril. T lm fni lurr nf Ihr A* I In prn- 
l i i l r  fnr silr li •nmrl ln l in i i nr rrrnnvry- 
nn r r  is nnl, I n iu n r r ,  intruded In • 
lilinish nuy riqlil wlii' li n purihnvrr 
Inny ullmrwisr l in i r  nmlrr c rn r rn l 
s l n l r  Inn. |'*nr n i in ip lr .  n l i r r r  il np 
prnrs llm l n s r l l r r .  hv ill lilmrnlr l i foi l 
inc In disclose r r r ln in  uiii lrrinl infnr 
mill ion is iIh rrsperl tn n Iritninrlinn. 
siihsl itnlinl ly ih iiucn l ih r Imrcniii 
« Ilirii Im nml (Im pi in linsrr r n l r r n l  
inln. il is pussihlr l lm l nm lr r  llm rnm- 
limil Inw in inmr s ln l rs  r r rn i is r in n r r  
would Im nn nvnilnhlr rnn r i l i .

Kvrn nhsriit surli r r in r l  In rm rm l  
Inw. I im irv rr ,  llm prunlls prnti-inns nf 
suhsrr linii |i I l i rr drsiqnrd I•• prni n lr  
n s i i f f i r i rn l i l i r r n l i i r  In l l ir  seller In 
iimiirr Hull llm puhlir n f fr r im : s ln lr-  
mrnt is prnviitril ill llm tinmly fnshitin 
rnpd r rd  hy llm Art . Tin* pnm l l i  m i  

sprr i f i r i l ill llm .suhsri linn is iu inhli-
l i.m In nny ricl' l n pr r in i l inc purdm* 
r r  mny l in i r  nm lrr S r r l inn  -1 I IT In 
en l lrr l pnn it i i r  ihininqcs nml n l lo rn rt ' s  
f r rs  in i-minrrlinii wil li his nrlinn 
ncninsl llm ilrr lnrnnl.

n m l  llir slnlnn nf n n y  priulllic mills In wliirli llir nssnrlnlinn Is n tb'fend- 

n ul :

(II) n H tntriu riil d r s r r l ld n c  nli.v IliH iir im rr rn v r rn c r  p rn v lilr il fn r llm  Imii- 
r f l l  n f m ill uw im r.s ;

(IIII n slnlrmrnl ns In ttlmllmr Ihr rxrrnllvr Imnril lins k n n w l r d q r  Hint 

liny nllrrnlhuis nr luiprnvrnirnls In llir milt nr In tlir llmllril cniinnuii rlr- 

m r n l s  nsslqiiril llirrrln vlnlntr n u y  prnvlslnn nf Ihr ilrrlnrnlinn:

(11) n-Ht-ntmtmrrt n " In wlirllirr llir rxrriillvr Imnril tins knntvlrdqc nf 

n u y  vlnlnllnns nf llm Imnllli nr ludldlnc rmlrs wllli rrsprrt In tlir milt, 

Ihr llmllril eniimiiili I'h'iimnls nsslqnnl thereto, nr n n y  nllirr pnrllnu nf 

llir rniiimnu lnlrrrsl rriimmuSiy;

(12) n sliilnn m l  of llm rriunlnlnc frrni nf n n y  Irnsrlmlil rstnlr nffcrl- 

llie Ihr rmniuiiii lnlrrrsl luninnilllty n m l  Ihr prnvlslnns Riivrrnlnc n n y  rx- 

Iriislnn nr ri'iirwul llmrrnf:

f I .'It n s l.'ili 'iim n l n f u n y  rrslrlrllnus In llm  ilr i In rn t lim  n f f r r l ln c  Hm 
:t in< n i ti I llml nun  Im riTi'ivril hv :i nnil n ivn rr  npnn sn lr , cun ih 'liilin tlnn , 
r s isu n lly  Inss In  llir m ill nr llm  I'ltumnm lnlrrrsl enimuuuil.Y, nr Irriuh tn-
Iin n  n f llm  I'uiuinnu in lr r r s l cnnitiiimlly : nm l

(III In :i I'linpi'rullvr, : m  nirnunlnnl's slnlrinrnt. If nnt tvns prrpnrril, 

iis In (Im ihilmlilillily  fur frilrrnl l u r n n m  ln\ |inrpnsrs liy llir mill nwiirr 
nf rrnl rslnlr loves nnil Inlrrrsl pultl liy Ihr nssnrinlinn.

(hi Tlir nssiii'lnlinti, wllliln IU lists nflrr n m p i e s t  liy n milt ownrr, «tinll 

furnish n i i t  I Iflrnlr cnnlulliiuc llm liifririiiiill'in tirrrssnrv In runlilr llm null 

ntvuri In rninplt willi tills srillnii. A  mill m i n e r  prut M i n e  n rrrliflrnlr pur- 

suniil In sulisrrllull In) Is mil llnlilr In llir p m r l u i s r r  fnr a n y  iTiimrnus Infnr- 

innlinn prnvlilril hy llm nssnrlnlinn n m l  Inrlinlril In llm rrrtIflmtr.

(«*> A  pnrrlinsrr Is nnl llnlilr fnr a n y  impnlil nssrssuirnl nr frc qiridrr llinn 

llm niiinmif'si'l f m  f Ii In llm rrrliflrnlr prrpnrril liy tlm nssnrinl imi. A  mill 

m i  h i t  Is nnl llnlilr In n puirlinsrr fur llm fnilurr nr ilrlny nf llm nssnrlnlinn 

In pirn M r  llm i n  llfh'nle I i i  n llmrly innnimr, Iml llm piirchnsr rnnlrnrl Is

mlilnlilr hy llir piinlinsrr tint 11 Ihr ivrllflrnle h n s  Imrn prnvlilril n m l  fnr |ri|

ihi.vs llii'ii'itflrr nr mil II rnnvry nnrr, w h i c h e v e r  first occurs.

I 4-109. Resales of Units

Ini Kxrrpl In llm rnsr nf n snlr In whlrli ildltrry nf n pulillr offi'dnc slnlr- 

niriil Is rripilrnl, nr unless r\rinpl n m l r r  Srrlinn 'l-llil(h), n mill nivnrr slmll 

furnish In n pnrrlinsrr lirfnrr rxrciillnu of liny rnnlrnrl fur snlr nf n mill, n r  
nihrrulsr iH'furr miiii'tniiri'. ii r npv nf llir ilrrlnrnlinn (nllmr H u m  n n y  plnls 

n m l  phmsl, H m  liylnws. llm rules nr rrculnllmiH nf llir nssnrlnlluii. n m l  n rrr- 

Hlirulr riintiilnluc:

II) n  slnlrinriil d l s d n s l n c  Ihr rffrrl o n  tlm prnpusril illspnslHnn of n n y  

riclil nf flrsl rcfusnl nr nllirr rrstrnlnl nil llir frrr nllrnnhlllly nf llm 

■lull ;

IL’) n slnlrinrnt selllnc forth Ihr n m n u n l  of llm innnthly r n m m m i  ex- 

pi'iisp n ssrssmrnl n m l  n n y  uu|inh! r n m i n n u  rxprusr nr s p r d n l  nssrssmrnl 

currently ilnr n m l  pnynliln f r n m  llm srllluc mill ntvner; It'1

l-'l) n slnlrmrnl nf n n y  ollmr fees p n y nhlr liy mill n w n r r s ;

(I) n slnli'inriil nf n n y  rnpllnl r.xprmlllnrrs i H ( M W | u i f n M > y - H ir n ssnrtir- , 

llmt fnr llm rurrrnl n m l  2 nrxt sucrrrilliiR flsrnl yi'nrs: " I J

l.-ii n sl.'ilrini'iil nf Ihr ninuimt of n n y  rrsrrvrs for rnpllnl cxprmlllnrrs 

u m l  nf i i i i .v  portions nf tlmsr rrsrrvrs ilrslcnnlnl h.v llm nssnclntlon fnr 

n n y  sprrlfli'd projects;

(HI (Im innsi n s  nil ii'culnrly pirp n i r d  luilniirr slirrl n m l  I n r n n m  n m l  

r x p r u s r  slnli'inriil. If nnv. nf llir nssnrinl lull;

(71 llir rurrrnl upi'riilinc h mlcrt .if Ihr nssnrlnlinn:

(9) n slnli'inriil uf i i i i . v  misiillsflril J m l c m r n l s  ncnlnst llio nssnclnilnu
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I I I I  llm i-ni-n nf llm rrsnlr nf n 
unil hy i i  privnlr uuil nivnrr w l m  is 
mil n ilrrlnrnnl ur n prrvmi in llm 

hnsiiirs'i nf srllinc m i l  rslnlr fnr his 
n u n  nrrnmil, n pnlilir nffrrinc slnlr- 
uii'ii* in si nnl Im prnviilnl. Nrr Srr- 

I hiilr). Nrvrrllmlrss. llirrr nrr 
iuipiirliint fnrls wliirli n purrhnsrr 
shnul'l linvr iu nrilrr In innkr n rnlinn- 

nl jiulciiiriit i i Imiii I llm inlvisnhilily of 

piirrhnsiuc llrn pnrlirulnr unil, Ac- 
rnnliucly, rnrli uuil m u m r  nnl rripilrnl 

I n  ruruir.il n puhlir nffrrinc slnlrmrnl 
mi'lrr Srrlinn -I- In2(r) nml nnt rx- 

rinpl nmlrr Srrlinn I |(ll(1i| is rr- 
ipiirnl lu furnish lu n rrsnlr piirrluis- 

rr. hrfnrr H m  rxi'ruHuu uf nnv run- 
I rnrl nf snlr. i i  rupy uf Ihr ih'rhirllHuu. 
hi III iv s. nml roll's um l  rrculnlinus nf 

I lie nssnrinlinn nml n vnrirli nf list nl, 
i n s n r n n r r .  nnil ollmr in (nr mill imi rnn- 

rrrtiinc tlm riiuinnin inlrrrsl cniiuuiiiii- 

li nml llm unit.
2. While llie nhlicnlinil In prmiilr 

llir infnruuiliuu rrrpiirnl hy Ihis s r r -  

linn rrsls upnn rnrli unil nw nrr (simr 

Ihr piirrhnsiT is in priiily only willi 
llinl llliil nwnrr), llm nssnrinlinu lliis

nn nh l icn l in i l  In p rnv i i l r  l lm iiifnriiiu- 
l inn  In llm n n i l  n i v n r r  w i th in  IU ' I n i s  
n f l r r  n r r ipm s l  l o r  s in  Ii inf i i ruui l inn . 
U m l r r  S r r l i n n  .9 I l l2 (n  11121. llm nssn- 
r i n l i o n  is I ' u l i l l n l  In r h n r c *  llm un i l  
o w n r r  n r r i i s nnn l i l r  f r c  fo r llm prrpil-  
rn l in n  nf l lm  r e r l i f i r n l " .  Shiuih l llm 
n s s n r ln l i n n  fo i l  In p rm h l i '  llm • r r i i f i -  
r n l r  n s  r n p i i r r ' I .  l lm un i l  ni t t ie r wnuhl 
linve n ric l i l  In n r l i n n  n cn in s l  llm :is- 
s n c in t i n n  p u r s u n n l  In S r r l i o n  I 117.

9 . U m l r r  s i i h s r r l i n n  | r l ,  i f  n p u r -  
c h n s r r  r r n ' i t r s  u r e s i d e  I 'l - r t i f i r i i t r  
w l i i r l i  f o i l s  In  s l n l r  l lm  p r o p e r  nmuu i i t  
o f  l lm  u n p n i d  n s s r s s m r i l l s  d im  f i nm  
I h r  p i l r r h o s r d  u n i l .  l l i r  p i i n l i n s r r  is 
l in l  l i i ihh '  f u r  n n t  n i i i n n u t  c r r n l r r  l l inn  
Hin t  d i s r l n s r d  in  I h r  r i ' s n h ’ r r r l i f i i i i l r .  
i l r r n n s r  ii r r s n l r  p u r r l n r - r r  i s  d rpi-nd- 
I 'lil u p n n  tin* n s s n r i n l  inn  f u r  i t i fu ruin - 
l i n n  w i l l i  r r s p n - l  tn  l l i r  p n l s i i i i n l i n c
n s s r s s m r i l l s  n qo i i i s i  i l  n i l  w li i r l i  h r
e u u t i ' l i i p h l l i ' s  Inn  i n c .  i l  i s  n l l " C r l l i r r  
l i p p r u p r i n l i '  l l m l  I h r  nssn i in l in i i  s i n i n l ' l  
1m p r o h i b i t e d  f mn t I n l r r  i n l l n  l i n e  
C r r n l r r  n s s r s s m r i l l s  l l i n n  l l i n s r  d i s -  
r t o s r i l  p r i o r  l u  l ln* l i n i "  " f  l l i r  r r s n l r  
p i i r r l u i s r .

I I I
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4 4-110. E s c r o w  of Deposits

A n y  deposit n m d c  In cnliiicellim tvllli lln* itiiiihnsc or r e s e m d l n u  nf n nidi 

f r n m  n person leipdred In deliver n piddle offering Hlnlemeiil pursunnl In See- 

H u n  4-lll2|c) m u s t  Ih - p t m v d  lu e s c r o w  n u d  held elllier In lids Stole nr In Ihe 

slnle w h e r e  Ihe unil Is lorn let! tn lin neeuunt deslgniiled solely for (linl p u r­

pose l.y |n licensed title Insiirniiee eoin|mny| |nn ntturueyl |n licensed real es- 

Inle h m k e r l  |nu lmle|ieudeiit hmideil e s c r o w  cninpuny nr| uu IiimI il ul i*»n w h o s e  

liceimids nre limiireij hy a gnver iiiuenliil ngelicy nr I llMt rtimeiil ill it y iinlll (II d e­

livered in llie deelnrnnl nl closing; (II) delivered to (lie declnrunt Ik c u i i s o  of 

Ihe purchuscr's dufuult u n d e r  n eimlrnct to p u r c h a s e  the unit; or (III) re f u n d­

ed tn the purchaser.

COM M ENT
t. Tliis section applies lo llie snle 

by persons rupiired. lo furnisli puldic 

olfering slulciiieids uf resident ill I unils 
and of non-rcsiileniinl unils iiidess 

wsitcd pursiliint lo llie provisions of 

.Section 4-11)1. II does not npply. 
however, lo resules of uuils between 

private purlics.
2. This seeliuli provides deelnrnnl n 

n u m b e r  uf eliuiers ns lu llu* appropri­

ate escrow llgeill. W h e t h e r  llie escrow 

Bgrnt musl deposit llie funds ill uu in­
sured I list i I u I ioiau I depository, or ill II 
pttrtieulur type of iiccounl, depends on 
Hale law ur the agreement of llie pur- 

lies. T o  minimize record keeping, uf 
euursc, llie hislilillioiml deposilory 

could ilsclf In* the escrow ngont. T h e  
seeliuu dues nol require u srparule i i i -  
couul for eneli unit, so llml mingling 
uf funds in u single escrow ueciililil 
would he permitted. T h e  iieenunt m n y  

be belli eillicr in Ibe slnle where llie 
uuil is loeulcil, or iu llu- eiiueling 
slnle, in recognition llml buyers ure 
often from outside llie slnle w h ere llie 

uuil in hienli'd.
3. T h e  eserow requirements nf lliis 

seeliuu apply in euiineelion willi u n y  
deposit m o d e  by u purebuscr, whether 
such de|Kinit Is m a d e  pursuant lo a

binding itiilrnet nr piirMinul lo a nun- 
I >i i ii I i n g rencrvnliun ngreemeiil (with 
respret lo wliieli i i i i  puldie offering 

Hlnteiiieiil is required under Seeliuu

4-101 (b) (Ul).
4. In s o m e  M u les eurreul prm-lite 

permils escrows lu lie held by ecrlnin 
t il lo insurance or eserow eonipuiiies, 

nllorueys, or reul eslnle brukors. Ac- 

cordiugiy, llie lireekeled liuigimge 
sbuiild be iiielmli'd or deleted iu accord­

ance willi lot’ik 1 prneliee.
5. U n d e r  Ibis seeliuu, nuy ilileresl 

enriii'd on i i i i  eserow deposit muy, but 
need mil, lie erediled lu llu* piirelmser 

lit closing, lidded lo il'iy deposit forfeit­
ed (o tbe seller, or lidded lo nny depos­
it refunded lu llie piirebiiser. lu 
shurt, disposition of liny inlercNt is left 

to agreement of Ibe purlies.
0. lu s o m e  sliiles, sueli ns N e w  

York, Ibe siibsliliilbm of u bond in 
pbiee uf ii deposit escrow is penuilled. 
T b e  evidence iiidiriiles, bmvi-ver, llml 
iu iiuiiiy instances tin* use nf Ibe b o n d­
ing device Ims forced pureluisers lo in­
cur pi t Iml IIII t ill I costs uud delay prior lo 
obtaining refunds lu wliieli they nre 

entitled. F o r  lliis ren-son, lliis Act 
docs not include Imuling us i i i i  nllurnu- 
tlve lo (lie required escrow of deposits.

1 4 - 1 11. Release ol Lions

(n) Iii llie case or n sale or u milt w h e r e  delivery of a public offering state­

m e n t  Is required purs u a n t  In Section -I-102(e), n seller

(I) before c o n veying u null, ahull record ur furnish lu llie p u n  Imser re­

leases of ull liens, except Ileus n n  renl entitle tlmt u ileelnrniil h n s  llie 

right lu w i t h d r a w  f r o m  the c o m m o n  Ilileresl cntuiuuiilly, Hint llm p u r­

chaser does lint expressly ugrcc to lake subject (o ur iissuim* n m l  llml

cnrumlicr:

III lu it niiuloinlnliun. Unit mill n m l  lls c o m m o n  e l ement Inlerest,
a m i

COMMON INTEREST  OWNE!JSH I l> § 4-112
(II) In n cnnperiiHvo nr p l a n n e d  c o m m u n i t y ,  Unit unit n m l  a n y  llm- 

lleil iiiuuunii elenii'lils usslgucil (herein, ur 

(2| slmll provide i i surely liinul nr substitute cnlliilcrul for nr Insurance 
ngninst tlm lieu ns provided for liens u u  leal eslnle iu (luseil appropriate 

. refeieiiees In genernl slnle l a w  or .Sections r>-2II a n d  0 - 2 1 2  of llio H t n’.e 

U n i f o r m  Simplification uf I.nml T r a n s f e r s  Act), 

lid Ih'fore con v e y i n g  real eslnte tu tlm nssuelulInn, the declnniiit slmll linve 

Hint renl eslnte releiised from: (I) ull liens the / m e t  Insure uf wliieli w o u l d  

ih'pilvc uuil o w n e r s  uf a n y  right uf iicirss In or enseiueiil of M t p p m i  uf llmir 

nulls, u m l  (21 nil utlier Ileus u n  llinl renl eslnle unless tlm public offering 

statement deseiIts's certain renl eslnte Ihut m u y  lie c o n v e y e d  subject (u Ileus 

in specified inuoiiuls.

COM M ENT
I. 'I ' lie e x e m p t i o n  fu r  vv illnlrnvviiltlt; 

r en l  e s l n l e  se l  f o r i  li iu  s i il iM 'i i io t i  ( n ) 
is d e s i g n e d  lu  p r e s e r v e  ( Icv i l i i l i ly  f u r  
i h e  d c i j i i i i i i i i  i n  I c n t i s  o f  f l o u n c in g  nr-  
m a g i  ■iii’iiIn. I l  d e a l s  w il l i  l l ie  u n u s u a l  
■ u s e  in  w h i c h  n u n i l  Ims heen  a s s i g n e d  
a I im i I eil cn inmn l i  c lem en t  ( f a r  CMitti- 
p le ,  ii p m  k i n g  s p n e e )  u u  reu l  e s l n l e  
t t l d e h  Ihe  i l i ' t e l o p e r  Inis l lie  r i g h t  tu  
w i t h d r a w  f r om  l l ie  e on i im in  i l i l e r e s l  
l o u i u i u n i l i . ' '  l u  l lm l  e a s e ,  l l ie  l im i l e d  
eu i iuuu i i  e le l iu ' l i l  c n u  lie n s s i g n e d  III Ih e  
u n i l  w i l h m i l  r e l e n s e  o f  l i e n s  u r  its- 
s u iu p l in i i  o f  l h em  hy  l lm  u u i l  o w n e r .  
T h e o r e l im l l v ,  ii d e v e l o p e r  m ig l i l  p a r -  
I i ii 11 y u vu id  I h e  l i eu  r e l e a s e  r e q u i r e ­
m e n t  u f  s u b s e e l i u u  ( n l  hy p l n e in g  p u r l  
n f  l lm l im i l e d  e ii iuinuii  e lem e l i l  im- 
priiveiiieiils sl le l i  ns n p a r k i n g  g a r a g e  
un w il ln l r i iw u ld i '  r e n l  e s l n l e .  I l y  d o in g  
so . it eu i i ld  s e p a r a t e l y  in i i r l g u g e  I Im I 
p u r l  u f  l l ie  l im i t e d  is nm m  e l e m e n l s  
w i l h u n l  b e in g  o h l ig n l i  l o  i l i s e lu i rg e  
t h e  i i u i i l g u g e  ur s e e n r e  p n r l i n l  r e l e a s e s  
w h e n  im l iv i r l im l  u n i l s  l u  w h i c h  l l ie  l im ­
i t e d  c u inm nn  e lcm en lH  a r e  a s s i g n e d  l i re  
so ld .

If n uutrlgiige nr nlln-r lien erenled 
hy ur arising ngninsl llie developer ill- 
Inches lu withdraw aide reul eslnle nfl­
er llie declaration Ims heen recorded, a 

lapse nf Ihe developer's right lo vvilli- 
d r a w  llie real eslnle wnuhl also termi­

nate ihe riglils uf Ihe lienors, sinee llm 
lieu would iillncli only In llie develop­

er's iiilereal (Ihe rigid lo withdraw). 
However, an alert lieuur wuuld uu) 

permit llm right lu withdraw lu lapse

t O V \ c m
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w i lh tu i l  I n k i n g  a l e p s  lu  see I h n l  l l i e  
r ig id  In w i l h d r u w  is e x e rc is e d .  I f  l lm  
m i i r lgnge  u r  i d l i e r  l i e u  n l t n e l i e d  lu  the 
re a l  e s i i d e  m id  w a s  p e r l c i  led  hi -faru 
l lu )  p la n n e d  n m im u i i i t y  d n  h i r i i l i i n i  was 
re co rded ,  la p s e  u f  l l i e  r i g id  lu  w i l l i -  
i l r nw  w o u ld  m i l  a f f e c t  Ih e  li euu r 's  
r i g h t s  nm l i l  i im M  f o r e c lo s e  n i l  l l i e  
r e a l  e s l u l e  w h e l h e r  u r  l in l  Ih e  d eve lop  
e r  had  Imd t lm  r i g i d  l o  w i t h d r a w ,  As 

a p r i i cU en l  m i i l l e r ,  w h e l h e r  l lm  nn t r l -  
gnge o r  o i l i e r  l i e u  n gn in s l  w i t h d r a w a ­
b le  reu l  e s l u l e  a r i s e s  b e f o r e  o r  a f t e r  
l lm  l l e e l a r a l i o l l  is  re e o rd ed .  n n i l  own - 
e r s  m a v  f in d  l l i n l ,  i f  ( l i e  a ssoc ia t ion  
does  n o l  re len se  l i e n s  i i i i  w i l l n l r a w n h le  
r e a l  e s l n l e  e u l i t n i l l i l i g  l im i t e d  eoia iiiun 
e l em e n ls .  Ih e  l i e n o r  w i l l  Im nh le  lu 
w i t h d r a w  th e  Innd uud  d e p t i v e  th e  uu i l  
o w n e r s  u f  i l s  use . T h e r e f o r e ,  u u i l  
p u r e h u s e r s  n m l  l lm i r  eou iiM- l s lnm h l  he 
i l l e r l  lu  l l l i i l  p i i s s i l i i l l l y .

2 .  X n b s c c l i u u  ( I I )  w i l l  m ns l  euiu- 
m n n l j  l i p p l v  i l l  th e  e a se  o f  n p lanned  
e o m m o n i l i .  w h e re  a l l  u f  Ih e  ts immnii 
e lem en t s ,  w h a t e v e r  ( h e y  m ny  he iu il 
p n r t i i i i l i i r  p r o j e e l ,  m u s t  he uwne i l  hy 
l l i e  l i s s i ie in l iu l l .  see s e e l i u u  I 11HI( t ) ,  
o r  in n c i i o p e r i d i t e ,  w h e re  si'i- l iuu 2 -  

101 r e q u i r e s  l lm l  n i l  th e  r e a l  e s ln l e  
c om p r i s in g  l l i o  i s i i i p c r n l n e  i i i i i s I  h r  
eunveye i l  l o  l l i e  ns -u i  i n i in u  a t the l im e  
l lm  e iH ipe r id ive  is  i r e a l e i l .  T h e  see- 
I in n  w ou ld  a l s o  a p p l y ,  h ow ev e r ,  in I h r  
e ven t  o i l i e r  r e a l  e s t a t e ,  such  i i s  n a i l s  
o r  o i l i e r  r e a l  p r o p e r l y  no t  .suhjeet to  
iIn* d e c l a r a t i o n ,  is  c on v e y e d  to  ( l i e  e»- 
s o c i a l  ion .

5 4-112. Conversion Huildlngs

( i i )  A  d i'c li l in n t  n f it eomuinu lu le ie s t  e iin iiu o u lly  e o tdu in in g  I'liiiv iT sh in 
h u ild ln g s , lll i il till} t il 'l l le r  who Intends I n  o ffe r  n o i ls  lo  K lich n iiiliituou  In ter­
e st e ii l i ll i iu u lly , s h a ll  g iv e  em it o f the i f - l d i ' i i l l a l  le ttm tls nm l mi.v re sidetilln l 
M ih li'itm d In p iissess lou  u f n portion  o f n m ow T -don  liit i ld lu i: m d lie  nf Ihe

t 11
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rnnvrr.slcui m u l  |tnivli|i< llmse persons wllli llir piddle offering slnfrrnenl im 

Inlrr llinn 120 d a y s  before llir teimids n m l  n n y  Riiltli-iinul In possession nrr 

tnpilrril In intnle. Tlir miller m u s t  set fnrlli generally llie rights nf Iriinuls 

m u l  siiliteimnls n m l r r  lliis serliuu n m l  m u s t  Ik * lininl ilrllverril In llu* unit or 

mnllril liy prepnlil Hulled Slnlrs uinll tn tlie tenniil n m l  sulilenmil nl llie ml- 

ilrrss nf IIip null nr n n v  nllirr mailing mlilirss prnvlilril |iy n t r m m l .  N n  I m -  

mil nr siilitennnl m a y  lir required tn vnrnlr u p n n  less I l u m  120 ilnys- nnllir. 

i \rrpl b y  rriisnn nf ininpaytnenl nf rrnl. waste, m  rnmliii'l (!int ( I M u i l m  nllirr 

Irnnnts' prnreful enjiiymeul nf llir prrmlsrs, n m l  (lip I n i n s  uf llir inuaury 

inny nnl lir nllrreil d m  Ing llial perinil. Fnilurr In clvp iinllrr ns rripilrnl by 

(lil« srrlion Is n ilrfrnsr In nil nrlinn for pnssrsslnn.

(lil F o r  |0ll| d a y s  nfler delivery nr tun III nc uf Ihe miller deserllied I i i snlisee- 
Ihui (nl. llu* p erson required In glu* llie imllrr shall offer In r n n v r y  rnrli mill 

nr prnpospil null nrrupieil fnr rrslileiilinl use In the Irnunl w l m  leases Hint 

mill. If a lennnl falls- In p u r c h a s e  llu* unit during Hint |l!0| d a y  perinil, llie 

offerr*- m a y  iml offer In dispose nf m i  Inleiesl In llml null li m i n g  llir follow• 

Inc |lru| d a y s  id n price nr nil t e r m s  m u r e  fnvurahle In llie nffeiei* I Im n llie 

prlee nr Irrnis uffeied In Ihe lennnl. T h i s  sulisertluii d u e s  nol apply lu n n y  

null In n eimxerslnn hulldlug If llml mill will Is* resliielrd evrluslvelj lu 

mui-rrshlenl Ini use nr llie iHiiindarlrs nf llm r u m m l e d  uuil d o  iml sulislniillul 

ly rniifnnii tn llm d i m e n s i o n s  nf tin* residential mill lirfnir r o n v r r s h m .

(e) If n seller, In vlnhillnii of sulisrellnti (In, c o n v e y s  a mill to n p u n  Imser 

for v n h m  ivlm Ims m i  k n o w l e d g e  of the violation, llu* r r r u r d a l h m  uf llie deed 

rnnvrylng llu* null nr. lu a rnnperallie. llm r m n e j a u r i *  nf llm nnil, exllii 

glltshes n n y  right a lennnl limy h a v e  u n d e r  suliseel Inn (h) In pmrl u t a r  llml 

null If llm d e e d  slnlrs llml (lie seller lins entnplled wllli suliseellnu lid. hut 

llie r o m p . v n n r p  dnp*i uni nffeel llu* right nf n tenant In rrrnvrr d a u m g e s  f r o m  

tlm seller for a violation uf sidiserllou (h).

fill If a nnllre of n m x e r s l n u  specifies a dale liv whlrli a unit or piopusrd 

null i i i i i s I  Is* inrnlrd a n d  otherwise compiles wllli the previsions nf (Insert 

opprnprlnte slnle siininnry prnress slalulej. the miller nlsn rnusllliilrs a mi- 

H e r  In inrnle sperlfied hy tlmt slntule.

(el N o t h i n g  lu (Ills spcllnn |iermlts tennluntlnn nf n lease h y a declarant In 

violation nf Its terms.

COMMENT
1. O u r  of llio most innlroverslnl Is­

sues In llir flrhl of c o m m o n  inlrrrsl 

r n m m u n i l y  development rclnlrH lo c o n­
version of rentni buildings In n c o m ­
m o n  Inlerest community. Opponents 

nf conversions iwlnt mil Ihnt llio fee- 
qucnl result of ronvorslnlis, wlileh nr- 
eur prinripnlly In Inrge nrlinn nrens, In 
In ilispln. e low- an d  modernIr-liiriiine 

lennids nn d  provide h o m e s  fnr mure 
nff liienf persons nhle lo nftord Ihe 

higher prices wlileh Hie rnnvrrled 
npnrluirnls entiiinnnil. Indeed, nliulirs 

indirnle llinl tho liurden nf rnnvrrshm 
displnirmrnl fnIM i i i i i s I freqnenlly nil 

low- nnd nindornlo-iarnnip nml elderly 

persons. At llie snnio time, llie eon- 
versimi of n huilding In eominnn itilrr- 
es| r n m m u n i l y  ownership enn lend lu n 

sidislnnliid Inerenso in properly vnlitc, 
n resull wliirli prupmirids helieve enn 
hr nn impnrlnnl fnelnr in eiirlnillng 

Ihe prnlilein of doolinlng nrlinn Inx 
linsrs. ITo|inucnls nlsn puint mil Ihnl

l l i e  e nn v e r s ln u  n f  r e n t n i  u n i t s  in in- 
n e r - e i l y  n r r n s  l o  I n d iv i i l i in l  ow n e r s h ip  
f r e quen l l . v  r e s u l t s  iu the s ln l i i l i z id in n  
o f  l lm  b u i ld in g s  r n n e e r n r d .  th u s  p r o v i d ­
in g  nn in ip n r ln u t  I r e h i i i q n e  f u r  use in 
ne ighbo rho od  p r e s e r v n l i u n  nm l r e v i l n l i -  
7 .n linn. T h i s  Keel l o l l ,  w l i ie l i  s eek s  In 
hn lnneo  l lm se  r o i n p e l i i i c  in | e n * s | s .  is 
hnsed p r i i i e i p n l l v  nu  s i l i d l a r  prnthduitN 
sot f o r t h  in l lm  eo i idm iu i i im n  s ln lu le . s  
o f  V i rg in iu  nm l l l i o  l l i s l r i e l  o f  C uh im - 
liin.

2 .  in nn n l l e m p l  In  s t r i k e  11 f n i r  bid- 
nnee h r l w r r l i  Ih e  r n i n p r l i u g  i n l e r e s l s  
o f  r e id n l  l e u i u d s  nm l  p r u sp e e l i v e  o w n ­
e r s ,  s a l i s e e l iu l l  ( h )  p r o v id e s  l l i e  l e n n n l  
n r i g id  f o r  (10 i ln y s  In  pu r rhn s i *  l l i o  
u n i l  w li ie l i  he lenses  n l n p r l e e  nnd  nil 
l e rm s  o f f e r e d  l iy  l l i e  d i ' e l a rn i i l .  T h e  
s n l i s e e l ie n  d l s in i i r i l g e s  U l i re i i snu i l ld e  o f-  
f e r s  liy d ee ln ru i i lK  liy p r o i i d i u g  l lm l .  i f  
l l i o  I r n n u l  f n i l s  l o  neeep l l l i e  l e rm s  o f ­
fe r ed .  l l i e  d r e l n r n n l  nm y  nn l l l i r r e i i f l r r
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mi-II l l i e  u n i t  n l  n l o w e r  p r i e r  o r  i i |mn 
m o re  f n v o r n ld e  l e rm s  In n l l d r d  pe rson  
f n r  ut le n s l  ISO dnys .  l l o w e v e r . '  Hie 
d r e l n r n n l  is l in l r e q u i r e d  In o f f e r  res i-  
■ le 111 in I I r i i n u l s  Hie r i g id  In pu re l i i i se  
e n m m r r e ln l  l l l d l s  u r  In  o f f e r  In se l l  In  
I rm i o l n  i f  Hie diUii' i is inns n f  l l i r l r  p re - 
v in os  i i p n r lm r u l s  l i n v r  heen s i i l i s ln u -  
l i n l l y  n l l e r e d .  T h e  rens iu i f n r  l i d s  r x -  

. e r p l im i  is  H in t , i f  nil  n p i i r l i i ie i i l  is sub - 
■Iii ii led o r  i f  I n n  l i p i i r h n r n l s  ti re 
me rged  i n l n  n s ing le  p tnuue i l  eu iumi lid* 
IV u u i l ,  r u iu p l in n ee  w i l l i  l lu - r e qu i re -  
in e i i l s  n f  s i ih see l im i  ( I d  w ou ld  he im ­
poss ib le .

2 .  d i i r i s d ie l i u n s  w i l l i  r r n l  i n i d r u l  
s l n l u l e s  s l in u ld  rn n s id e r  w h e lh e r

nu ieudu i i 'U l*  lu  l l i i s  r r r l i i i o  n re l i n e s -  
nn ry In e n n fu rm  In  l l i e  p r i i i i i l i i r r s  nr 
s n h s l n n l i i e  r r ip i i r i - n i rn t s  m -I n ip in Ihe 
r e n l  r n n l r n l  Inws n r  w h e l h e r  innd i f lm *  
H o l t s  l o  th e  r e n l  r n n l r n l  Inws nmy h r  
r e q u i r e d  ns n r r s u l l  o f  Ih e  r u n r lm e n l  
o f  l l i i s  s ee l io i i .

• i .  K x r e p l  f o r  l l i e  r r s l r i i  l i nn s  on 
p e rm i s s ih le  e v i r l i o n s  s l n l r d  in «nh«ee- 
l i o n  ( 1 1 ) .  l l i i s  Art does  un i I'lmuge ( l ie 
Inw  o f  s im u i in r y  p rneess  in n s in ie .  
A s  n r e s u l t ,  i f  n l e n n n l  r e fu se s  In  vn ­
r n l r  i h r  p r o m i s e s  f o l l o w i n g  l lm  ( 2 0 -  
d n y  n n l i r e ,  l lm  u s u n l  p r o i i s i n l i s  n f  Ihe 
s l n f e ’s s i i i n m n r y  p r n re s s  s l u l u l r s  
wnuh l  n p p ly .  w h i l e  nny d e fe n s e s  n in l ln -  
h ie  (0 n l e n n n l  w o u ld  n lsn  he m n i ln h l s ,

5 4-11.1. E x p r e s s  W n r r a n l l r s  o( Quxllty

lal E x p r e s s  wniiiinlioM ninde l\v n n y  seller In a piirelmser nf a llliil. If ro­

lled u p n n  liv llu* p u n  Imser, nro erenled ns follows:

(II i i i i .v  affiiumlInn of fuel nr p r o m i s e  wlileh relates In (lie unit, lls 

use, nr rights appurlcimul llmreln, urea linpioyruu'iits lu ilu* eiiitiumil In- 

(eirsl r n m m u n i l y  llml w o u l d  ill reel ly henefil the unit, nr (lu* rigid In use 

nr h a v e  llu* Is'imfll uf faellllles nnl Inrnleil lu (lie enniinnii Inleiesl emu- 

inuully, eientes n n  express w n r r n n l y  llinl the unit n n d  related rights nnil 

n«es..yvlll e n u f u r m  In llie nfflrumllnn nr promi s e ;

( 2 1  i i i i .v  m o d e l  e.r deserlpllnii nf (lie physirnl elmraeli’rlsHes rif (lie rnm- 
mnli Interest riiiiuuuntly, Inrtudlng plans n u d  spcrlflenllnn* of nr fnr Im- 

pimeoiniiln, rrenles nn express w n r r n n l y  that (lie r n u m m n  Inlerest com- 

tnuidly will rnnforiii In llie umih'l e. de.scrlpllnn:

l.'l) liny deserlplliin nf llie ipmiillly nr exlenl of llu* renl estate compris­

ing the r o i n n m n  Inleiesl eiitiimuully, Inrliidlng pints nr surveys, rn-nlrs 

i i i i  express wnrraiil.v Hint the ciiiiitunn Inleiesl rnmiiuuilly will r o n fnrm 

In the ilcsrilpllnn, suhjeet In e u s t n u m r y  Inlrrnnees; n n d

(II n prnvlslnu llinl it piirelmser n m y  pul a mill only In n  sperlfied use 

Is 1111 express w n r r n n l y  Hint llie sperlfied use Is lawful, 
lli) Neither formal words, surli ns " w n r r n n l y "  nr "giiarunlee", mu- 11 sperlf- 

le liili'tdhni In nmlie 11 warranty, are nrrrssnr.v I" ereale 1111 e xpress uari a a l y  
of quallly. lull 11 s-liileiueilt luirpinlllig In Ih* inelely nil iiplulnu nr ennuurndn- 
H i m  nf llie renl rslnle nr Its vnlup does lint rrente 11 wnrrnnly.

fel Any euiiveyaiiee nf a null Irillisfers tn (lie piirelmser nil express w n rrnn- 
lles nf ipiiillly 1110111* liy previous sellers.

COMMENT
1. This srr l inn. Ingel hr r wil li See- tn I inns in llm purrhnsrr , unrnmty

linns I 11 1, I 119, nud 4 -110 . nre should hr found iinlrss j|  is i h n r  Hull,
inlnplril frnm llm rrn l rs ln le  wnrrnnly p-inr In llm linn- o f finid ngreeiurnl.
proveinns rniilnilii'd iu llu* Unihirui llm d r i ln rnn l bus nrgnli-il Hu* minim I
I,nnd Trll lisnelluns Ael ( U I / l ’ At. which r r r n l r d  llm pxprrlidio ii .

2 .  This sr ii i i in . wliir li pnrnl lr ls S r r -  ,'t. Siihsrellnu (h )  nmkrs Ii ih n r
Hull 2  "OS nf U I/ I 'A . dri lls willi ex- Ihnl un spreifie in lrn linn In mnk" n
press wnrrnn lirs . Hial is. wil li lln- e.\- wnrrnn ly is nren-surx if nuy nf lln-
pri'tnlinns of llm pori'lins'tT t r rn ln l  hy fni’ lurs iiirn liniinl ill siihsi-rHuil (n l
pnt l i ru ln r enaduel of Ih r  d n ln ran l  In rirr made purl nf l l i r  luisis nf l l i r  lull-
rnti l ir i lhni wil li iiitlili’ruimil uf l l i r  sale. gniu hrlweeil llu* par li rs . lu nrlunl
I l  is hnsrd uu l l i r  p i in r ip lr  l lm l .  nnee prip li i- r , r rp rrsrn ln li iu is iimdr liy a dr
il is rslahl i'dird l lm l I h r  ilri-liirnnl lins i- larnnl riiln-rrnilig rulilliluil ilileresl
iii'led so ns I ii erenle pn r l i in lu r  expre- romuimiiiy prnprr lv during Ih r luir-
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gaining process nrc Iy|>it-iilly regarded 

us i i part of llir description. There- 
(nre, no iiiirlit'iilnr reliance nn tlie rep- 
ri M  nlnliiiiiM nerd Im s h o w n  in urilrr In 
Wi-iue I Ill'll! inln llie fnlirie nf lln; 

agreement. Itiilher. llie burden ii on 

llie ilerlnrnnl In shun- ihui rrprisrnln- 
Iinns ninde in Ihe bargaining process 
Hire nnt relieil ii|iun hy the purchaser 
nt llie I iim- nf coiitrurling.

I. Subsection (iillll provides llial 
(rliresentiiliuitH m  In ini|imi eininils 

nml rueilities linl Ineilleil in Ihe min- 
ninii ilileresl i uinninnily m n y  erenlr 
express « nrrniilies. I bale ranis often 

i i m i t I  llml reerenriniiiil fm-iliI i i - H ,  nurli 
in s w i m m i n g  pools, golf courses. tennis 
lonrts, ele.. H ill he i unslrneleil in Ihe 
Inlnre nml llml nnil owners Mill linve 
Ihr right In ulili/.e uueli finilitirs vine 

i niiilrneleil. M n e h  usscrliniis lire in- 
11'mleil lo lie included within the Inn- 

gunge “have llie lienefil nf fneililies 
nn| Ineilleil ill llm liliiiniril eomliiunily." 

If. ninler the eirenmilanees, sueli im- 
lirnveiiieuls wnuhl benefit Ihe unit 
In'!tig snhl, llien the ileeliirmit m n y  he 

liuhle fur hreiieli of express wnrrnnly 
■f they are not eoni|ileleil. Sneli liuhil- 

•l.v Is distinct from Ihe ileeluruiil'n rilili- 
:nlimiK, miller Seelioii 4-1 lil, to inlii- 

■lele nil ini|irnieineiila liihrleil " M l l S T  
H U  IIUII.T" nn |ihils nm l  plnns,
5. Under Nuhaetlion (h)(1), i i  con- 

rnel prnvisiou pcriniltiiiK llie purchns- 
r lo use n euinnion ilileresl eimimmii- 
y  nnil only fnr u specified iisl- or uses 
reules i i i i  e»press ivurruuly lliut Ihe 
mil m n y  iuwfully he used for Ihut pur- 
nse. Therefore, if llirrr is u limilu- 

inn on use, Ihe resulting express war- 
uuly eoulil nol he ilisi hihueil by n ilis- 
Inliucr of implied warranties uuder 
cellon 4-115.

0. Tlir precise lime w h e n  represen- 
InliniiH set forth in s i i h s f i l i n n  (ul nre 
n ind e  is lint luulerinl. T h e  side ipms- 

l iui i  is u h e i h e r  t h e  language u r  u t l i e r  
r ep r i 'M 'i i t i i l io i l s  nf the dei l i i r n n t  u r e  
fnirly lu lie r e g a r d e d  us purl uf I h e  
ctmlroil helween the pnrlies.
7. Suhseelinn (It) m a k e s  eleiir (Iml 

(I i h  iml necessary in the existence uf 
n warranty Ihnl ihe deilnrmil Imve in- 
leiided lo nsHiiiur n H u m i l i t y  oldign 
linn. O n  ihe olher liiiud. m e r e  stale 
infills of opiuiuu ur euniiiieinhiliuiis hy 
Ihe derlnrnnl do mil iieressiirily rrenle 
warranties. W h e l h e r  ii purlii uliir
Hlnlenient purporlH In 11' inerely npitc 

imi or comnieiidntioii is hash ally u 
qill'Sliiiii of whether lln* ptirrlmser 
eould rensouuldy rely iipmi Ihe slnle- 
lili'iH as a meaningful represi'iiluiiuii ur 
promise wllli rcspis-i in the plmiued 
community. T l m  t lleleriuiiiulimi dr- 
pi'iuls, in turn, nol merely ii|»in (lie 
wunls used lull ulsu iipuii ihe relalive 
('liurnelerislies uml skills uf llie par- 
lies. Thus, n ri'preseiiliilinit hy n de- 
I'luriiiil lu il nuviie purehiiser llml li 

particular idnmicd enmuiunily uuil is in 
"gnod condition" m n y  he m u r e  limn 

m e r e  iipiuiuu ur euimucinhilhiu, while 
llie mu m e  sluleliieiil hy n i im i e c  seller 

lo a professional buyer would likely lie 
only opiuiuu or eoiiimendttlion, nml 
thus nut a wnrrnnly.

8. T h e  provision of suliM'el iuii (e )  
Ihui Ihe conveyance uf a uuil Irnusfers 
lo Ihe piirelmser nil express warrmilies 
m a d e  hy priur declarants Is iule ii i led, 
in pnrt, lo m o i d  Ihe possibility llml n
ili-i lu ru n t  eon Id negate his wnrrnnly 

obligations through llie deviee ul trans­
ferring u unil through u shell eulily lu 
the u l t im u to  purchaser.

4-114, Implied W a r r a n t i e s  of Qualify

(») A  declarant a m i  i m y  denier wurriiuln thnt n unit will lie In nt leu.st na 

uul condition nt the earlier uf (lie time nf the c o n v e y a n c e  or delivery of pusscs- 

on as It w a s  nl the t ime of contracting, renHimnlilc w e a r  u n d  tear exeepled. 

(h) A  declarant a n d  n n y  denier Impliedly w a r r u u l a  tlmt a null u m l  the c o m -  

ou clementa In the c o m m o n  Intercat c o m m u n i t y  ure suitable for tlie ordinary 

tea of real estate of 1 tu type u n d  llmt a n y  luipruveiueutH m a d e  or contracted 

r by hint, or m a d e  by a n y  ]>eraon before the creation of the c o m m o n  lutcrcHt 

•tmmmlty, will be?

(1) free f r o m  defective innterlnla; n u d

(2) constrlilted In nrcnrdniiee wllli applleable law, according lo s o u n d  

engineering u m l  conatnicllim atamlarda, n n d  In a w o r k m a n l i k e  inuiiiiei'.

(e) Iu addition, a declarant n m l  n n £  dealer w a r r a n t s  lo n puri'lmser of u 

ill tbnt m u y  tic used for realdentlal use tlmt u u  existing use, continuation uf
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w h i c h  Is cont e m p l a t e d  b y  tbe parties, does not violate applicable l a w  at the 

earlier of llie time of c o n v e y a n c e  or delivery of possession.

(ill Wiirnintles I m p o s e d  by this section n m y  la? exclu d e d  or modified h b  

specified lu Section I- 115.

(e) l-’ur purposes of Mils seel Ion, liiipiovcmenls miide or euntrncteil fur by 

a n  affiliate uf u ileelarnut (Section 1-103(1)) nre m a d e  or controlled for by 

(Im declarant.

(ft A n y  c o n v e y a n c e  of u unit transfers lo tbe p u r c h a s e r  all of the ileclur- 

mil's 'Implied wurraulies of quality.

COM M ENT
1. This seel inn. which is I i i i i c i !  upon 

Million *J .‘lll'.l uf UI.TA, ovvrlin -i Ihe 
rule slill applied iu niiiiiv sinles llml a 
professional seller nf reul estnle ainkes 

on implied wnrrmilii-s of ipudily (Ihe 
rule of "eoeeo/ eoiplio"). In reeeat 
years. llml rule has heen im misiugly 
rei agnized in ii relic nf tin earlier age 

whose i i i i i I iiiiied evi.ilenee ihfeiils rrn- 
suiuible especial inln uf purelinsera. 

Millie Ihe Ml.'tn'.i, inure unil m u r e  inuris 
liaie euiiiplelely ur partially abolished 

lln- i il ' i l l  I ■ni/ilur rule, and il is clear 
llml ihr judicial tide ii n o w  running in 

liimr nf Si ller lipliilil«.
J T h e  principal warranty imposed 

Under ihis section is llml of siiilahility 

nf lailh llie unit and euiuiiiun i-lrniiiits 
fur ui din.u i uses uf real estate of sim­
ilar l.ipe, nml uf ipudily nf emislriie- 
linn. I tuth nf i heie w a r m  lilies, which 
arise under suits.eliuli (Id. are im- 
piiseit null ngninsl iln liiranl.i anil deal­
ers a n d  mil ngninsl unit owners .selling 

I  hi'i r i i  ui Im I i i  others.
3. M a n y  recent canes have held llml 

a seller uf n e w  housing impliedly w a r­

rants llml Ihe houses sul.l nre luihila- 
ble. T h e  warranty uf siiilahility luiih-r 
lliis Ael is similar lu the w-iirriinly uf 
Im Iii l iibil i l y. llowever, under I tie Ael, 

ilu: warranty of Kiiituhility applies to 

Imlh unils anil cmiimoii elemenls ia 
Imi h rummereiid and rc.iideiiliill cum- 

limn ilileresl eiimmimilii'i. If, fur ex- 
luiiple, a emiimereiiil uuil is sold fur 
i u m m e r i  ial use ami is mil suitable for 

Ihe urdinary uses uf c u m  limit interest 

cuiiimiinily units uf Hull lype. llie war- 
rnnty nf Miilahilily has heen lireiulu'd. 
Mureuver, this wnrraiily uf suitability 
arises in llie ense uf used, as well *IN 
new, buildings ur oilier iiiipruveineiila 

in Ihe i i i i i i i i i u u  ilileresl euiiimtliiily.
I. T h e  w a n  limy of suitability nml 

id 1111111iIy of eoiiKlriielinii arises unly 

agniiiit ii ilei-liirulil mul dealers. A s  in 
Ihe i ii si: uf sides uf guilds, u nuu-piu- 

fessiulinl seller is linldn, if ul till, unly 
for nay express warrmilies m a d e  In 

him. Ihiweicr. if i i  uun prufessiuiml 
seller fails lo din lose ill'fecls uf wliieli

l ie is a w a r e ,  he  n m y  lie l i a b l e  to  th e  
p u r i ' lm s e r  f u r  f r a u d  o r  m i s r e p r e s e n t a ­
t ion  u n d e r  Ih e  m i i im n i i  l a w  u f  l lm  
Mlule w h e re  l l i e  I r a n s m l i n i i  n r r t i r r e d  
A im .  the w u r r a u l i e s  iiit|H>.ied h.v th is  
s e e l iu u  m a y  he used l o  g iv e  c on te n t  lu  
n g e n e ra l  " g u a r a n t e e "  by  n nun  p r o f e s -  
a iu i iu l s e l le r .

5 .  T h e  w n r r n n l y  a s  lu  i p m l i l v  o f  
c o n s t r i u - l i o n  f o r  im p r o v e m c i u a  m a d e  o r  
e i in t r i i i ' led  f u r  b y  l l i e  d e c l a r u ' i ‘ o r  
m ade  bv n n y  p e r s o n  b e f o r e  l l i e  i  a- 
l i u n  u f  the cnm m nn  iu l i ' r cx t  e um in i i i i i l y  
is  li ro iuh - r  t h a n  l lm  w a r r a n t y  n f  s u i tn -  
l i i l i l y .  I ’ l i r l i i  u l i i r l y .  i l  i iu p n ie s  l i i i b i l i l y  
f u r  d e f i ' i i a  w l i ie l i  m u y  uu l  be so  s e r i ­
o u s  ns l u  r e n d e r  l lu -  u n i t s  o r  cu l i imuu 
e len i i ' l i l s  u n s u i l a l d e  f o r  o r d i n a r y  p u r ­
poses u f  re n l  e s l n l e  o f  s im i l a r  type . 
M o r e o v e r ,  a u b s e r l i i n i  ( c )  p r e v e n t s  a 
d c r l n r i i n t  f r o m  n v o i i l i n g  l i a h i l i l y  w i l l i  
r e s p r e l  lu  th e  i p m l i l i  nf em is l r i i i ' l i u i i  
w n r r u n l v  hv  h a v in g  i i i i  n f f i l i i i l e i l  e l i l i l y  
m a k e  l lm  d e s i r e d  iu ip ru ven ie i i lN .

(I. U n d e r  s t . V r c l i u i i  ( e ) .  a i l i - t ' lnm i l l  
a l s o  w i i r r i i n l s  to  a r e s id e n t i a l  p u n  b a s ­
e r  l lm l  i i i i  e x i s t i n g  use  I  nil  I i'l l ■ pi l l  I i’ l l 
hy l l i e  p a r l i e s  dues m i l  v iu b i l e  n p p l i e u -  
l ib : l aw .  T h e  d e e l n r n n l ,  t h e r e f o r e ,  is 
l iuh le  f u r  i iii.v v iit lii I im i u f  hu i l s iug  
codes  i i i o l lm r  l a w s  w l i ie l i  r e n d e r s  a n y  
e x i s t i n g  use  n f  l lm  u n i l  o r  c om m on  el- 
c i i i cu ls  u n l a w f u l .

7. T h e  issue  u f  d e c lu r i i l i l  l i u h i l i l y  
f u r  w n r rm i l i e s  is i i i i  iu i |H>r lm i l  o n e  iu 
e ase s  w h e re  a t r a n s f e r  o l  th e  i l c r l n r -  
m i l ' s  r i g h t s  ueeu rs ,  e i t h e r  us i i i i  i i rm 's  
l e ng th  i n i u s n e l i u i i ,  i i s  a t r a n s f e r  < 

l i f ' i l i i i l i ' .  u r  i i s  u I r u n s f u r  hy  fa re .  
s u r e  u r  n i le l s l  i l l  l i eu  u f  fo r i 'ch iM ire .  
Muhsee l im i ( f )  m a k e s  c l e a r  l lm l  n inn- 
veya im e  u f  u un i t  t r a n s f e r s  lu  Ih e  p u r ­
c h a s e r  u l l  w a r r a n t  i n  o f  i p i n l i l y  lan i le  
h.v i i i i . v  d e e l a rm i l .  m i l l  Mee liuu 3 
l ( ) l | h l ( l l  m a k e s  ■ le n r  l lm l  Ih e  o r i g i ­
n a l  d e i l n rm i l  r e m a in s  l iu h le  f u r  u l l 
w n r rm i l i e s  u f  i p u d i l y  w i l l i  respect lu 
im p r o x em e i i l s  m a d e  . v h im , i - icu  i d l e r  
he t r a n s f e r s  a l l  d e i h i i n u t  r ig l i l s ,  r e ­
g a r d le s s  ,i( w h e l lm r  l l i r  l l l i i l  is p i l l 
c I i i im s I  ( r u m  l l i e  ill*# In ru t i l  who  made 
l l i e  i l l )  p r i l l  I ' l l i e i l l s .  I f  l l i e  s ius-essur
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i l r r l n r n n l  Is nn n f f i l i n l r  n f  l lm  n r ic in n l  
i l r r l n r n n l .  i l  in ( I r n r .  n m l r r  lul l II S r i -
 ...... * .1 l O l f l i )  ( - 1  nm l I -  11 l i f t ,  i l . n l
l l i r  n r i c in n l  i l r r l n r n n l  r em a in s  l i n l i l r  
I n r  w n r rm i l i e s  n f  i p i n l i l y  n r  i in p rn ie -  
m e n u  inm l r  I n  li is  s n r i r - r s o r  r v r l i  n f f -  
r r  l lm  i l r r l n r n n l  l i im s r l f  i r n s r s  In  l i n v r  
nnv  s p r r i n l  i l r r l n r n n l  r i c h l * .

S. As In l lm  l i n l i i l i t i r s  o l  K i i r re ssn r  
•Ir. I n r n n l s  I n r  w n r m n l i r s  n f  i p in f i l y .  n 
sin i-i-ssnr who  is nn n f f i l i n l r  n f  n de- 
r l n rm i l  is l i nh le ,  p u r s u n n l  In  S r r l i n n  
' I n i  ( r )  ( 1 | ,  Tor w n r r n t i l im  n r  im - 

p rm  r n m n l s  modi '  liv liis p r e d r i  e sso r .  
I lm v e v e r ,  s n y  nnn  n f f i l i n l n l  Mii-rossnr 
nf l lm  n r i c i n n l  i l r r l n r n n l  is l in l i lo  o n l y  
f n r  w n r r n n l i e s  n f  q u n l i t y  f o r  i it ip rnve-

mrnls nnnlr nr rnn l rn r l r i l  fo r  liv liiin, 
nml Is linl lin lil r fnr wnrrnii li r* whlr li 
limy l i r  ncninsl llm nricinnl i l r r ln rnn l 
rvrn if llm mii-rx-.ssnr sr l ls  uni ls isuu- 
p l r ln l  liv |lm nricinnl i lr r ln rnn l In  n 
pnrrl insrr. S r r  Sri linn .'I * l » l ( e | ( 2 l .  
In llm rnsr nf n forrr lnsh.c I rm lrr ,  
ll iis is llm snnm rrsu l l ns ll in l rt-nrhrd 
nm lr r  S n l i i in  ^ - f l l l f l l f l  nf t 'J .TA. Tlm 
nnnm rrsu l l  is nlsn r rm l in l  ii lu lr r 
IMiTA in llm rnsr nf a sun rssnr who, 
nm lr r  IW.TA Srr l inn  il- ftuOll i l,  would 
Im n i lm l r r  rdm-e nm lrr l lm l sul 'srrl iiui 
llm s r l l r r  is lin l il r nnl.v fur wnrmn lirs  
fo r  iniprnvriurn ls mode nr rnn lrn r l r i l  
fo r  liy him.

* ■1-115. Exclusion or Modification of Impllrd W a r r a n l l e a  of Qualify

(nl E x r p p t  nn llmllril hy siihnrrllon lli) wllli respect In n purrhnsnr nf a 

mill tlmt m n y  Ik * iikciI fur resldciitlnl lisp, Implied vvnrrnnlIm nf ipinllly:

(II n m y  tie cxrlmlcd nr inndlflcd hy ncrccmciit nf llm purlins; n m l  

l— l nrp rvrlmlril liv expression nf illsrlnliuer. surli ns "ns Is," "wltli nil 

fliilMn," nr nl her Innc u n c e  llml In r n n i m n n  tiiiilcr.stnmlliic enlls the pur- 

rlmsrr's nllrnllnn In llm e.veltislnti nf w m r n n t l e s .

'IO Wllli respert In r. piirelmser nf n mill llml n m y  lie nrriiptril fnr reslilen- 

M  . use. nn cenernl lIHrhilmrr nf Implfril wnrrnnlles nf ipinllly Is rfferllve. 

Iml n ileelnrnut n m l  n n ^  ilrnler m n y  illsrlnlm linliilily In n n  Instrument slcmsl 

hy the piirelmser fnr n « tcrlflril ilefeet nr sperlflril failure lo c o m p l y  wllli np- 

pllrnltlc Inw, If (he defect nr fnllure entered Into n n d  h r c n m p  n pnrt nf (lie 

Imsls nf llie hnrcnln.

COM M ENT
1. This srrlinn pnrnllrln Srrlinn 2 -  

:i 11 (!•> nn-l (e) nf lll/PA.
2. Iindrr lids srrlinn, linplinl war- 

r.snlirs nf ipmlily m n y  Im disclnitnnl. 

Ilnwrvrr, n wnrrnnly disrlnlmrr rlmisr, 
litre nn y  nllmr rnnlrnrl rlnusr. Is Ku h­
ns I In  n possible court linldinc nf nil- 

•niisi'innnhilily. Alllinuch Ihr srrlinn 
imposes no rripiimnrnt Hint n ills-

• Inlnmr Im in w-rillng, exrept In llm
• nsr nf rosiilniIfnl units, ai. ornl dis-
• hiiinrr michl lie irmffccHvr under llm 
Inw nf pnrnle nnd exlrlnsle pvldrnrr.
.‘I. Excrpl ns ncninsl purchaser* nf 

ii'siilmtinl nnils, llirrr nre no fnrmnl 
iimdnrds fnr llm offrclivonrsH of n 

•lisi'lninmr rlnusr. All llml is nrer.q- 
iir.v nmlrr Ih is srrlinn is (Iml llm dis-

• Inimor Im rn lcn ln ln l In r ffe c liv r l.v  iio- 
Hfy llm pnrchnsrr nf the nn ln rr nf llm 
•lisi'lninmr.

I Llllder snlisrclinii ( I t ),  crtmrnl 
drolnlinrrs nf linpliril wnrrimtlrs nrr 
mil permitted willi reaper! In  purchns* 
n s  of rr.xjilenlinl unils. Ilnwrvrr. n

drelnrnnl mnv disrlniin lin lii l i ly fo r  n 
sp rr i f in l il r frct nr n specified fn i lurr 
In comply willi npplirnlil r Inw* in nil ill* 
slriinmiil sicnril hy surli n piirelmser. 
T lm rripiir rnirnt ll in l Ih r ilisclniumr ns 
In  rnrl i i l r f r r l  nr fn i lu r r  Im in ii sicnri l 
inslriiiimnt is ilrsicnrd In Insure Hint 
llm i lr r lnrnnl suff iciently culls rnrl i dr- 
f e d  nr fnilnre In Hm purclnisrr'n nl- 
Ir i l l in l l nml ll in l llm |turrlinsrr lins llm 
opportunity In cniisider llm r f f r r l  nf 
llm pnrlicnlnr i l r f r r l  nr fn i lu r r  upuli 
Hm hnrcnin nf llrn pnr l irs , f 'nn.se- 
qiM'lilly, ll iis s r r l ion imposes n sprrinl 
Iniri lm upon Hm drelnrnnl who desirm 
'<> innlte n "Inundry l is l "  nf de f r r ls  nr 
fai lures lay requiring him In rtnphn*in< 
rnrl i I l rm nu such n lisl nml nmko ils 
Import r l r n r  In prusprri j ip  piirrtinscrs. 
I'nr exniilplr, Hm drr ln rnn l nf u roll- 
version romnion in l r r rs l  cuitutumily 
michl . cnusislr ii l wil li lliis Kiitisrclhm, 
ilisrlnim re r ln i l i  wnrrnii li rs for "nil  
ch .r i rn l wiring nml fixture* in l l i r  
Imililinc, the fu r  liner, nil innlr r inls

minprisiiiR nr supporting Hm rnnf. nml 
nil m inpnnrn ls nf llm nir rnmlit inuine 
svs lr ie "li, Th is s r r l ion  is nol intruded in Im 
im iinsis l rn l will i. nr I n  p i rv r l i l .  Hm
ii-r nf insiirri ) wnrrnu lv piocrnnis of- 
f r r r i l  liv snlim llol lie huildrrs. I low-

r v r r ,  n m l r r  l l i r  A1*. Hir implinl wor- 
r n n l y  l l in l  n nrw nn i l  will l-r ■niliiMr 
f n r  n r d im i r v  usrs f i . r  . Imhiln li lr l nml 
wil l Im ismsliii i 'l rd iu n smiml. work- 
ninuliVr i i i i in im r . mul | r r r  n f  d r f r i l i v r  
i n i l l r r i n l s ,  I nnli t i l  Im d i n  In i ined  In c '0  
r r n l  Inncunc1'.

\ d-llfi. Statute of Limitations for W a r r a n t i e s

( i l l  A jt ld  li'lnt p rn r r r i l ln g  fn r lu e n r l i  nf nny n li l lpn l ln i i  n r ls ln c  i ind r r  S r i  I lull 
■I I lit nr t - l l l  IiiiisI lie rnuimrii i n l  w l l l i ln  I! y en is  n f l e r  till' ( r ln im  fn r  l i ' l l r f )  
Ir i luse n f  n r l in n l  n r r r i i r s ,  lu l l l lm  p n r l i r s  Him i ie ic r  In n'lluee l lm  |«'ri*ul n f 
li l i t i ln l ln i i  In lint l e s s  l l in u  2 ycnts. W l l l i  r i 'sp rr l  In II l l l i i l  Hull imiv Im mell* 
p in !  fn r  rcs ldc i i l ln l use, i i i i  ncreeiiii'iil In i c d im 1 l l ie  period nf Hni l l i i l lo i i  mnsl 
lie n  Ideil reil  liy n s rp i i rn lc  l i is l r in i ie i i l c x r r u l r d  My l l ie  puri' lmser.

l ln  Subject In Kiil isrr lliHi (el , ii ( r l i i l l i i  fm  r r l l r f l  |cniise n f  i i r l ln u l fnr 
lu r i i i l i  nf u n r r im t v  n f  rp in li ly ,  r i 'cn r i l l rss  n f  l l ie  p i i i r l in se r 's  l in k  nf kunwl 
edce n f  llm liri'nelt. n i r rnen :

( I l  i i s  lu  n uu i l ,  nl l lm  l im e  (he pitrr li i isei tn \ \  limn tlm vviiininty I-' 
f l i s t  umdr en te rs  in ln  piissessiiin I I  n possessory l n l r r r s l  wns rioiycycd nr 
nl llm Hum n f  itrrt'pli llii'e nf t lm l i is l r in iie i i l n f in n  i ex ii li re I f  n iirmpnssi-s- 
snry i l i le res l xxnis eu tn eye i l : nml

(2 ) ns |n  eui'li *niiutmn elr ' lue ll l,  lit l lm  l im e  l l ie  rommon I'leineiil Is 
completer) nr . I f  In le r .  ns In I II n cniiiimin e lement l lm l  limy !«• added Mi 
l l ie  rntmiiuii I l i le re s l eninmii l i l ly  nr pin I Imi l lm r r n f ,  nl Ihe I lum llm f i r s t  
mil l  therein Is rn liveyei l In n linim fide pn rc lm * r r ,  n r ( I I I  n rnimimil cle- 
liienl w l l l i ln  nny n l lm r  pnri inu n f  l lm  common I l i le re s l  rnii i ii innily , nl llm 
l im e  l lm  fi rs t  m i l l  Is conveyed In n Imuii f ide pme lm se r .

( r )  i f  n w n r rn n ly  u f ip in l l l y  exp l ic i t ly  extend* In fu tu re  p r r fm u m i  i i  ilu
rn linn n f nny imprnvenmii l nr rnmpnimnl n f l lm  riiimiinu I n l r i r s l  iummiii i ity , 
llm I r ln l ln  fu r  r e l i e f l  |r : i | iso n f  n r l lm i |  nectues nl l lm  l im e  the l i r rn r l i  Is dis. 
d ive d n r  nt ( lie end u f  the period fn r  which t lm xv rn n ly  exp l ic it ly  extends, 
whichever la d u l l e r .

COM M ENT
1. I ' l ld r r  siilisrelioii ( n l .  llm pnrli rs 

liilii n c r r r  l lm l llm K ln ln lr  nf li.niln- 
linie. hr ri'dip'i'il In us l i l l l i '  ns 2 years. 
I lnw rv r r ,  mi'll n r o i i l r o r l  provision 
( wliirli, ill llm rnsr uf r*"-idriili;it ntlils, 
i i i i i s I  hr r e f l c r ted in n s rpn rn lr  iv r i l ln i  
ilivltiinimil t-veril lid liy l l i r  purrl i liser) 
iunlit, lilm n l l i r r  in i i l r i i r l  prmisiniis, hr 
Mlh jr r l In nt l iuk un ciniiiids nf union - 
M'iminliilily in p iir l i r i i ln r rnsrs.

2. Except for wnrrnii li rs uf ipinlily 
wliirli r x p l i r i l lv  r r f r r  lu f u lm r  prr- 
furiimiire nr dmnlimi, n muse of nrlinn 
lur li rrnrl i nf n wnrrnn ly nf ipmli ly 
wnnlil imriiuilly nri.se when llm pur- 
. lilisrr Mi w hum il is first inmlr ru le rs  
inlrr ptissrssinu. So i l  un surli n wnr-

rnnly would lliHs luivr lo  lo* hrutichl 
n i ll l i l l  II yi'iirs l l i r r r o f t r r  H im  nil ill 
nhilily In d i s im r r  Ih r  lirenrli wtmhl 
Iml ili'lnv l l i r  r i i>iriu: nf l l i r  s l i i l i i l r  uf 
li inilu liniis in l l i is rripiril.

.'I. I l rn l  r s ln l r  s.-ih-s frr-piri il ly in 
elude w l i r rn l l l i r s  llin l i r r ln in  ruliipn 
lienls ( r  r».. fiiruiicrs. hoi wilier lirnl- 
ers. nir i ninlilioiiint: svsieuis. olid
rnnfs l will lns| fnr li pnr li rti ln r perinil 
nf l in ir  In llm i - . - |s i -  uf sin II wnrrnii 
lies. Ih r  s l l l l l l l r  nf liiniluliniis wni|h| 
linl s ln r l  rimiiinc mil il lln- hrrte h is 
ilisrnvrri'd. nr. if uul d is im r r r i l  li rfnrr 
l l i r  end nf llm wnrrnnly Irrni. mil il Ih" 
m i l  nf llu- Ii-rtti.
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§ 4 -1 1 7  COMMON INTEREST  OWNERSHIP

S 4— 117 Effect o l  V l o l i l l o m  on Right* of Action; Atto r n e y’! Fees

If 11 in tnrnnl or o n y  other person subject to tills (Aril falls lo I'oioply 

wllli n n y  of Its provisions or n n y  provision of llio tleehirullmi or liylmvs. u n y  

person or olnss of persons adversely nffecteil hy the fnllure lo c o m p l y  I m s  ii 
r  iim for npprnprlntc relief. I'unlllre d a m a g e s  m n y  In* mvnrileil for n willful 

'.illiiic lo c o m p l y  wllli Oils (Act|. T h e  court, In nil npprnprinle ense, m u y  

n w n r d  reaeonnhle ultorney'H fees.

COM M ENT
This seel inn provides n genernl m u s e  

nf nv-lion ur rluiin for relief for fnilurr 
lu txunply willi llie Act liy eillicr n dr- 
dsrnnt or n n y  ollirr person suhjeet (o 
Ihr Art's provisions. Surli persuns 
might inrlude null nwnrrs, persous e x­
ercising ii drclnriiiH'H riglils uf lip- 

poinliuelil piirsmmt lo Serliuu 3- 
1 0 3 (tlI. or the ussuciiilinn Itself. A  

eluilii fur iippruprinlc relief oiiglil in­
clude daniugcs, iiijum live relief, specif- 

ie performance, rccii jii or recnuvey- 
anve if appropriale under Ihe Inw of 

Ihe Btule, or nu y  other remedy normul-

l y  a v a i l a b le  n m l r r  s l n l r  Inw. T in '  s i r -  
l i o n  np e r i f i c a l l y  r e f e r s  l o  " a n y  p r r s n n  
o r  e lasn o f  p e r s o n s "  In i n i l i r n l e  l l i n l  
o n y  r e l i e f  n v n i ln h l r  im . h r  l l i e  s l n l e  
I' lnss u i ' l io o  R ln l i i l e  wou ld  In- i iv n i l i ih l r  
iu c i r c . im s ln m v s  w l i r r e  ii f n i h i r e  In 
eo l i ip ly  w i l l i  l l i i s  A i l  hns ii'-i-ltircil . 
T h in  s r r l i o l l  s p r c i f i i  i l l l v  p r i l u i l s  p u l l i - 
l i v e  iin iniigcs l o  he nwnrih -i l  in i l . r  ense 
o f  w i l l f u l  f n i l u r r  to  i n m p ly  w i l l i  Ih e  
Act i i i i i I n lso  p r rm i l s  n l lu rm -y ' s  f r r s  in 
he uw i i rd rd  in l l i e  d is i - re l io i i  o f  the 
e o n r l  l o  uu y  p a r l y  t l iu t  p r e v a i l s  i l l  no  
a c t ion .

I 4-118. Labeling of Promotional Material

N n  p r o m n l l m m l  umlcrlnl m n y  be dlsplnyed or delivered lo prospecllve p u r­

chasers w h i c h  deserlls's ur porlruys u u  liiiproveiueiit llml Is not In evislcocn 

unless (lie descripll' n ur porlrnyul of the I m p r o v e m e n t  In the prnmnllnnnl 

material Is cunspl' .innsly lulsded or Identified either us " . M U S T  HI-: Itllll.T" 

or ua *‘N E K 1 >  N O T  ltK H U H / i Y '

COM M ENT
This seeliuu requiring ihr lulu-ling of apccl lo ioi|irovi-iiii-nls lln- ilm-liirniit

iniprovrmenls drpirlnl i i i i  proiiiuliuiinl hidienlrs lie intends lo iniihc in u com-
luulerinl is necessary In assure tlmt iiion ilileresl rumiiinuily.
purchasers nre not deceived willi rc-

5 4-119. Declarant's Obligation lo C o m p l e t e  a n d  Restore

(u) Ex c e p t  for I m p r o v e m e n t s  lulsded " N E E D  N U T  H E  liUII.T," llu* deehir- 

uot slmll t'omplclo_uH. I m p r o v e m e n t s  ileplelr .1 on n n y  site plnn or olher gmpli- 

lo rrprcKcnliitlon, I m d n d l n g  n n y  plnls or plans prepared piirmiunt lo Seelioii

2-1011, w h e t h e r  or not dial situ plan or other graphic rcprcseiilnllnii Is coo- 

tulned In the puldie offering stutement or lu n u y  promotional material dis­

tributed h.v or fnr Ihe declurnut.

Ih) T h e  deelnrnnl Is subject to llnhlllly fur the p r o m p t  repair a n d  resloru- 

tIon, (o a riiudlllnii eiimpnllhle willi llie reinulnder uf llie r i i m n m n  Inlerest 

romiiiuiilly, of u u y  |Hirllou of the e o m m o i i  Ilileresl coiilimiully uffecleil h.v (lie 

exercise of lights reserved p u r s u a n t  In or created by Section 2-110, 2 - 111, 2- 

112, 2-113, 2-1 ID, or 2-11(1.
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COMMON INTEREST  OWNEHSH IP  § 5 -  101

COM M ENT
1. T h e  duly imposed hy hulisrcliou

( i i )  is n fumhiiiiriilnl obligation of II' 
declurnut and is one with wlileh a s uc­

cessor ilrclnrnnt is obligated to c omply 

under Seelioii 3-101.
2. Section 4 - 1 19(b) requires (he de- 

rhiriuil In repair nm l  restore I lie cum- 

i i i i i i i  inli-rrst comniunily following the 
ever r i s e  of n n y  rights rri.ervcd or ere- 
iitvd Hi exercise h  ilrvrluptiiriil right 

(Section 2-110), to niter unils (Section
2-112), relocate llie bomidu its be­

tween adjoining uuila (Section 2-112),

subdivide units (Seeliuu 2-113), use 
nails or coininun eleiiirnls (nr snln 

por|sjsCH (Section 2-1 ID), or e i r n N r  
of easement rights ( S n liun 2-110.1 
l'lailily, lliis obligation n u Ihe declarant 
e-ists only if the dcclnraul. in Ida ra­
pacity as a unit owner, excreisr.x tlirse 

rights. If a n y  right lo. for ciamplr, 

nllrr unils, is cierciscd by another 
unil owner, that unil o w n e r  slid nol 
Ihe declurnut, w o uld he responsible for 

the consequences of those acta.

§ 4-120. Substantial Completion of Unlit

lu llie ense uf ii  snle of n null lu w h i c h  delivery of n puhlle offering state­
m e n t  Is required, n emitruct of sale m u y  no executed, h u t  n o  Interest lu Hint 

liuil m a y  Im.' conveyed, unlit Die ileeliinitlon Is recorded a m i  tlie unit is null- 

Ktnilllully completed, ns evidenced h y  a recorded certificate of sidislnnlinl 

completion executed hy u n  Independent |registered! architect, s u r v e y o r  or e n­

gineer, or hy Iss i i i i  m e  of a certificate of o c c u p a n c y  authorized b y  law.

•/t

COM M ENT
T h e  purpose uf lids section, comple­

mented by Seelioii -1-1)0, in lo assure 
ihut (lie dcclurani ia uul able lo obtain

use of llie purchaser's m o n e y  until ihe 

purcliuscr ia able lo get a completed 

unit.

IO TT IO N A I . I  
A l tT IO I .E  fi

A D M I N I S T R A T I O N  A N D  R E G I S T R A T I O N  O F  

C O M M O N  I N T E R E S T  C O M M U N I T I E S

§ 5-101. >d.mlnla!rallve A g e n c y

As iimpiI In Ih is |A c l | ,  "ngency" menus |lnseiT npprnprinle mlmlnlslrntlve 
iigem-yl, wlileh In lutvggeiiey wllln.i the meaidng o f  l ln s e , ;  n pp iopr lu tc  refer-
i-i iiv  lo sta le  iidmlnls lraHve procedure nct | .  ( Insert any related pruvlriluiis on 
cren lhm, selection, nnd rnihiiierutloiv o f  personnel, budget, uniiiml rcpurla, 
fees, und o tber ndmlnlntrntlvc pruylslona app rop r ia le  lo ibe p a r t icu la r  state. |

COM All
I Mneli Millie nhinihl insert in lieu 

of llie lirni'lti'lrd Iniigniige in the first 
Mcnleiint llml agency , whelher il he Ihe 
I ten I Eslnle ('omliiisninn, llie Attorney 

(leiierul's Offii-e, i i i  uny other existing 
or n e w  agency, which llie n I i i i c  d e ems 
npprnprinle (nr regulation uf c o m m o n  

Inlerest cui.iiimidlirs.

2, T h e  I9HI lli'vised Model Slnle 
Administrative I’riiei-dnre Act (llie 
"M u d c l  Arl") hinl In-ell mliiplril in 20 

slnlrs and llie District uf I'ldiloihiu liy 
IUH1. T h e  appropriule reference In

llmse shvlrs In Ihe ih-fiiiiliini n l  “Agrii- 

cy" woiihPtn; (lie slnliile iidopliug See- 
lion 1(1) nf ihgMo.Irl Ail, In llmse
s i l l i e s  w l i i r l i  h \   m h i p l n l  Ih r
Mod e l  Art, rrfcrrnerlq^ii similar slul- 

llie should lie Hindi' lo ihsiire Ihnl the 
procedures uf llm iigi-iii-.v's^cgidaliiig 

plnn mil loiniminilies are niid.riill.isi ill 

neeurdunee willi Ihr prim-ipli-x of p r m  
i-nliii nl d u e  prut e w  whiih uiidnlic ihr 
Minlrl Ael. Iii llinsr slnlrs whirl. lo 
iml luive i i i i  iidiiiiiiislriilive prin-eilui*' 
net, nppriipriitlc ndniiiiislrnlivi' pruee-
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rfiirrs should Im Ini-holed, either In lln* 
* ref Inn nr rlarwlmrr in flit* nrlirlr, In 

|irn«iilr fnr Imnriligp, npprllnlr review, 
irgnlnliunH, mill nlhrr administrative 
rnntlrrs.

.1. A n  itplirnlnil, Arlirlr fi x n <  iml 

designed In nnlir nil prnrrilurnl mnt- 
Irrn which nrr npprnprintr fnr nn 
rgrnry. Itnllirr. llir Arl rrlirn nn llir 
rirnn rrfrrmcc lo n nlnlr mlminislrn- 

livr procedure nr|, E v e n  In nurh

alntrs, Imwrvrr, Il m n v  lir npprnprintr 

lo Inrlmlr nllirr provisions. rillirr in 
SVrlinn fi IIII nr rlsrwbrrc in lliin nr- 
lirlr, wliirli nrr nrrrssnrv nmlrr nlnlr 
prnrlirr lo ioniirr llir prnprr fino linn- 
inc of il rlnlr ugrm-v, Thin might in 

rliolr Inolcrl nnllinrilv, nntnrr Irvrln, 
rivil nrrvirr requirements, nml llir lifcr. 

Thin m n y  hr pnrliiolmlt impnrlnnl 
wlirn n n e w  nlnlr agency in rrrnlrd.

! 5-10?. neqfxlrntlon nrqu l r r d

A  ilrrlnrnnl tuny iml offrr or dispose of n null lntrndrd for residential nrr 

Utiles* M m  r n m  mil II Interest r n m m u n i l y  n o d  (lir mill nrr registered wllli llio 

ncrnry, Iml n c o m m o n  Interest r o m m u n l l y  consisting of no inoro limn 12 unlln 

noil whlrli Is mil subject ( i i  d e v e l o p m e n t  rlchls In e x e m p t  f r o m  llm require- 

m r o t s  of IIiIh nrelln\nnil Srrlion D-lOOIn).

COM M ENT

Irrrsl r n m m u n i l y  nrr mil! subject lo 
nrmliny !•>- llm ngenry nmlrr ils grtwrnl 
pnwrrs. drspilr llm fort llml irgistrn- 
lion in nnl rrquirrd.

2. If Article fi wrrr ndoplnl in » 
pnrlirnlnr slnlr, n ilnlnrniil niiild mil 

offrr or dispose of n residential llliil 
iinlrss llml nnil wrrr rrcislrrril willi 
llm ncrnry. Ilnwrvrr, lie n m o l  offer 
nnd dispose of llm llliil nflrr rrgialrn- 
lino w n s  npprnvnl Iml lirfnrr llm inni 
ninn inlrrrsl oniiioiiinilv w n s  rrnilril, 
nulijrot lo llir rrqnimiifiils of SVrli its 
V.2-WI n nd 5 - 103.

I. Itrelslrslion of n r o m m o n  inlrr- 
r»t c o m m u n i t y  Is only rcipiired in llm 
rnsr of n  r o m m o n  inlrrrsl Vnoiniiinil.v 
or nnil lolrmlnl fnr resident ini nor.

I'nrr,. rrrlnl nnil indnstrinl roiqtiion in­
lrrrsl oommimilirs, niTordingly, nrr 

exempt frnm rrcislrnliim under (Ids 
Ar|. Also rxrmpl frnm llm require­
ment of rrcislrrlinn is n snmll rninninn 

lnlrrrsl ,-oinniun’iy i-oiilniniiiR 12 \>r 
frnrr 'inils, so Ion,* ns llir rnntttiiili in­
lrrrsl r n m m u n i l y  is nnl sulijrrl lo dr' 

v r l n p m m l  riclils. Hr,never, llir snmll 
rniiimon lnlrrrsl romir, inify nnd llm 

hidustrinl or cmntnerrliil c o m m o n  Itt-

1 5-103. Application for neoljlrallon; A p p r o v a l  of U n c o m p l e t e d  Units

(n) A n  nppllenllon for registration m u s t  rntWnln llm Infnrmnllnn n m l  Im nr. 

r o m p n n l r d  liy n n y  rensnunldo fees required liy, tlie n g r n r y’R |nilrs| |reguln- 

(Inns). A  declnranl p r o m p t l y  slmll rile n m p n d m r n l s  In report n n y  iirlunl or 

expected ninlrrlnl c h n n g e  In n n y  d o c u m e n t  or ln(nrmnllnn cnntnlned In tlm 
nppllenllon. \

(It) I f  n declnrnnt files wllli tlm ag e n c y  n deelnrnflon nr prop o s e d  dcclnrn- 
linn, or no n m o n d i n o n t  nr proposed nineiidincnt ln'(j ileelnrillloii, r m i l l n g  

mills llml Im proimnes tn c o n v e y  liefore they nre suhslnnlInlly eo m p l e l e d  In 

llm mniiuer required l>y Horllmi 4-1 2 0  nnd, In n c o n d o m i n i u m ,  liy Serliuu 2- 

IOI(Ii). the derlnrnnl slmll nlso file with Ihe nceiiry: \

(1) n verified s t atement s h o w i n g  all rosls Involved li| ronii 

Imlldlngs rnidnlnlng llmse units; \

(2) a verified estimate nr tlm ( Imp nf completion nf emisfr 

Imlldlngs containing llmse units; \

(.3) snllsfnelory evidence of snfflelenl funds In cover nil costs to c o m ­

plete the buildings c onlnlnlng thnsn nulls; \

f-f) a c o p y  of Ihe exec n l e d  const rnrl Inn cool rnrl n o d  n n y  other eon-

trncts for tlm completion of llm buildings eontnlnlng those units; \

(5) n J(H) percent paynicul n n d  perforinnnce b o n d  covering Ihe entire 

cost of construction of llie huildlngs containing llmse units;
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eomplellog the 

rnrl Ion of llio

(fi) plans for (he units which. In the ense nf n c o n d o m i n i u m  or planned 

c o m m u n i t y ,  slmll c o n f o r m  lo the requirements of Serllnn 2-10!l(c);

(7) If p u r r l m H r r s‘ funds are In Im tillllrrd f„r llm rolistrurllon of the 

X .  c o m m o n  Interest c o m m u n i t y ,  nn executed c o p y  of Ihe e s c r o w  agreement

\ w l l h  n n  r s e i o w  r o m p n o y  nr flonorlnl Instltiitlnn nntlmrlr.cd lo d o  busi­

ness wllliln the slide w h i c h  provides tlmt:

(I) disbursements nf imrrhnserH1 f u nds m n y  Im m n d e  f r n m  time to 

time In p n y  for constinrllon of the c o m m o n  Interest r o m m u n i t y ,  ar- 

c)d I eel urn I, engineering, flimnee, n n d  legnl fcc«, n m l  nllmr coRts fnr 

Ili\ complellun of the roniinnn Interest c o m m u n i t y  In proportion lo 

llm Vnhie of llm w o r k  completed h y  Ihe rnntrnclnr ns certified by an 

Indcpl-iidenl |rrglslered| architect nr rnglnrcr. o n  hills s ubmitted and 

n p p r n v V d  liy llm lender nf ropst ruction fun d s  nr the es e r o w  ngent;

III) disbursement of llm hnlnuce of purebn s e r s’ foods remnlnlng 

nfler rotdplnllnit of Ihe r o m m o n  Inlerest community m o s t  !m m a d e  

only w h e n  tl m  e s e r o w  ngenl or lender rerrlves snllsfnelory evidence 

Ihnt (AI llm pcrlod for filing mcrlinnl-'s n n d  mnlerlnlinnn's liens has 
expired, III) Ihe Hglil tn claim llinsr lirns h n s  been wnlved, or (C) 

n d e q u n l e  provision hns Imen m n d e  f-.u snllsfnellon of n n y  rlBlmed me- 

elmnlr's or mnleV.inlmnn's H e n ;  nml
(IIII n n y  oilier restriction rolnllvo I i llm retention n n d  disbursement 

of porehnsers' funits required h y  the n e e n e y ; n m l

(8) iiii.v  ollmr mnlcrlnln nr Information the n g e n r y  m n y  require hy Its 

|ril|es| |rrgulnl|ons|. \

(e) T l m  n g e n c y  m n y  not register tlm nnils described In (Im deelnrntlon or 

tip- nmi-mlmeiil iinlrss tlm n g c i m y  determines, o n  llm Imsls of (1m innlrrlal 

siihmlltcil by llm deelnrnnl n n d  ninr olher loformntlon nvnllnhlc lo llio ngency, 

llml there Is n reasonable hnsls !n\i|>crt thnt Ihe unlta to be c o n v e y e d  will 

lie eompleled liy tlm declnrnnt following conveyance.

COM M ENT
1. Riibsrrllnn (ii) is n genernl provi­

sion rni|Miwrrlng III" ngrnry by regain- 
I imi In drtrlnp ri'quirrinenln fnr infnr- 
iMiilloo lo Im mil,mil Ini In llm ngenry. 
nod for llm imposition of rensnonhtc 
firs b.v llir ngrnry Rnrli m l r s  nr reg­
ulations. iindrr llir- Model Art, could br 
inlniilrd only nflrr providing nnlire lo 

inlrrrsleil persons nnd no oppnrlmiily 
le lie Imnrd. A're Rccllnn 3 n( tlm 
Model Arl. T l m  nrlirlr enrnurogrs,

Iml dors iml require, development of 

uniform regulations between slnlm 
adopting Arlirlc fi. Sen Section i>- 

1117(e).
2. U n d e r  Sn-linn 2-tOI(b) n rondo- 

Iiiiit>>iin ilrelnriilion m n y  nol be record­

ed mil il nil .•drueliirnl met meehnnlenl 
syslems for nulls wliieli will be erenled 
by llm recording lire siibslnntinlly rnm- 

pleted. While tlmrr is no similar re­
quirement for plnnned cnnuiiuidlirs nad 
eonprrnlivrx. Sri lion 1-120, wliieli is 

npplienldr lo all types of rnnunnn in­
lrrrsl uiinmmiilirs. probiltiln r o m e p -  

no<e of nnils before limy nre sobslnn- 

lildlv eoiiltdeled.
in aiblition. under Neel ion d-110. nn.v 

deposit m n d o  ill romieelioo willi llie 
piirt-linsr or resrrviiliou o( n unil most
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be \iebl in eserow- unlit rinsing. T h e  
c o m l m m d  rffrrl of Sertlons 2-101 (b), 

-I - 120 n m l  I - 110  is In Insure llinl any 
(nods nf\n purrhnsrr nrr held In ra- 
e r o w  nnlil bis uuil is siibslnnllnlly 
eompleled and Ibe piirelmser lias title.

Snhsee||nii\(li| la n drpnrlure ( m m  
llm rripiimimlHs of Reel ion a 2-10d(b) 

n od *1 -1211. T l m  need for ronsnmer 
proleelion sugtVsIs llml nolistnntlal 

eompletion of n Vsldeiillnl milt abonld 
be n prefequisllev for conveying the 
iltdl tn n pori-hnset ill llm nbsenre of 
nu ngenry to r u m  rol nml review 

planned c o m m u n i t y  \irnjeets. tinder 

mthsrrlion (hi, however. n derlnrant
tony file n derlnrnlinn nV proposed lire- 

Inrnlion. or no ninrmlinrtu to n dreln- 
rnlinn, for Ibe purpose nt erenting s 

c o m m o n  inlerrsl cninnmnilyt in wlileh 

tlm mils nre not subslnntiiilVv cninplel- 
ed. Siihseelion (li) rouleniprntrx (list 

Ibe ngenry might imverliielessXregister 
Ibe imiis ilesrribeil in tlm ilnlnrnlion 

nr ntiieiidnmnl, i( the ngenry weof ant- 
isfied Hint tlm units would be romplrl- 
ed. Itegislrnlioo would thru permit 
Ibe declnrnnt lo offer to sell nnd con­

vey tlm ntir'nniplried nnlln.



5-103 COMMON INTEREST OWNERSHIP
In iiililillou, paragraph (7) uf Section 
Id.'l(b) conlcnipiatrv llmt purelins- 

H IlllldS might tlC Uni'll, llfHpjlC (lie 
•gunge nf Section I 110 fur con- 
nrlinn uf llie planned conuminily. 
ulfuln arc imposed, however, lu ill- 

•r llml disbursements nre Iiimle in 

'■•rilnucc willi llie value of wurlc 
nplt'teil and approved by au escrow 
■ul.

•'ole tlmt tlie c o m m o n  elemenls in 
c o m m o n  Inlerest c o m m u n i t y  under

llie Act need nut be rnmpleleil at llrn 
lime nf llie hiiIc , even iu llir absciicr uf 

an agency. I'niiipleKun uf rnmmuii rlr- 
ineiila, linwevrr, is governed tiy Srrlinn 
‘1-110 (Obligation lo (lumplrlr n m t  He- 
store).

3. T h e  agency, by ri'gnlution, sluiulil 
itelcrniine llie pnrtiea wliuiii tin- p a y­
me n t  and prrfurntnnec bond r<‘ijuiri'il 
under paragraph (b) (fi, indemnifies.

-10-1. Receipt of Application; O r d e r  of Fteglilratlon

a) T lie  ng ency  bIi iiII n c kW w lc d g e  r e c e ip t  o f  n n  a p p l i c a t i o n  f o r  r eg is l  r a t i o n  
b ln  13 1 bu s in e s s  i luya  a f t e r  r e c e iv in g  It . W l l l i ln  [00 | d a y s  u f l e r  r e c e iv in g  
np ii l lcu l lm i, tb o  ng ency  s l in t j  i l c l c r iu l n c  w h e th e r :

(1) tlie aiipllcutlon unit Hie |irujioue<l public offering Htiitcincnt miliary 

the rci|Ulrc*liicilta u f  tliia (A c t ) a n d  the n g e n c y 'h  |riilcs| (regulations];
(1!) t l ie d e e ln r n l i n n  u n d  h y l a u \ c o i n p l y  w i th  th i s  |A c l | ;  a n d  
l.'l) It Is l ike ly t lm t  t l ie Im p ro v em en t s  t h e  d e c l a r a n t  l i a s  i i n d c r t u k e n  to 

m ak e  cun be com ii le ted  n s  r e p r e s e n te d .
>) I f  tl ie  agency mukcn  a f a v o r a b l e  d b l e r u i l i i n t h v ,  I t  s l iu t l  I s sue  p r om p t l y  
o r d e r  r e g i s t e r in g  tl io  c om m on  I n te r e s t  Comm un i ty .  O th e rw i s e ,  u n le s s  (he 
lu rn i i t  him con s e n te d  In w r i t i n g  to  a  d c l a j \ l h e  a g en cy  s h a l l  I s sue  p r om p t l y  
o r d e r  r e j e c t in g  r e g i s t r a t i o n .

COMM ENT

Thin seel ion provides rciisoiiiilile 
Hines for agency review of on ap- 
alion for registration, und dcKcrihcA 
iiliiodards by wliieli Ihe npplirnliuu 
ild be meaHiircd. T h e  agency is di­
ed lo review the documents pro- 
d lo llie purchaRcr, and ia given a 
I dent of discretion in ininnluliug 
form and content of llie public of- 
ig statement; ire Section 5-110.
T b e  agency iu also charged willi 

swing those c o m m o n  ulriiil-ut iui- 

cmriita wliieli a deelnriuit Ima 
aim'd to make, and wliieli would lie 
led under Seelioii 4-1 1 H  ns " M U S T

111)11,T," to delcriniiie wiiellier (lie 
irunt lias the financial capacity to 
I them.

In tbe event llio agency were to 

; an order rejecting rcgiutrulion 
■r subsection (b), nn iui|iortnnt is- 
euneeroing Judicial review of that 
r m a y  arise In s o m e  slates, 
r order would appenr lo be a 
liun of an npplientiou for a II-

ns defined in Seelioii 1(3) of 
Model Ael; it would be a “contest- 
ase", liowever, within the m c u u l o g

of Section lOil of the Model Act, only 
if "nn opportiuiity for licnring'' is pro­

vided. N o  righK to a hearing, or right 
of nppeul, iu provided in llie Act.

Tlie order rejecting regislration thus 

might not he appeuhddc under Section 
15 of the Model AetX h e e n u u e  jiiilieinl 
review iu provided uniter Seeliuu 15 

only for “contested cuhch' \  Wliilc Ihnt 
section does not limit iitilizMioo of, or 
tho scope of judicial rcvlcwXnviiilnlile 

iiuiler, oilier m e n u s  of review, s o m e  
courts have held I but, in the a W u c e  
of apei'ifie alntulory iiiithurily lo \ r a r  

an oppeul from uu adiiiiniiilrulivi! ib 
aiou, courts Imvo no jiiriudieliun lo 
tcrlnin uueli an nppeul. Sec, e . g . ,  M g '  

l i n t k i  e. State E m p l o y e d '  K e l i r t m c n t  

C o m m . ,  173 Conn. 403 (1077).

Accordingly, llm law of each alale 

aliould be carefully reviewed. In eoaoa 

where the alolc nilininiHlrntivc proce­
dure act providea for appeals from dc- 
cisiotm on lieeliaiug mutters m a d e  hy 

stale ngcncien regnrillesu of the avail- 
ability u t  a hearing, no aciciidiiicut 
would le  required.

12-1

COMMON INTEREST OWNERSHIP § 5-107
S 5-105. C e a s e  a n d  Desist Orders

If tho n g e n c y  determines, after notice a n d  henrlng, tlmt a n y  is-rsun tins dis- 

iii'iiiliintcd or ciiiihciI In Is1 dlsHcmlimlcd orally or III writing a n y  false or m i s­

leading promotional miitcrlnls In connect Ion with u c o m m o n  Inlerest e m m m m l -  

ly or Hint n n y  person I m s  otherwise violated a n y  provlHlun of lliis [Ail] or 

tli\ngeiiey '9 |roles! |rcgulallons| or orders, tbc n g e n c y  m a y  Issue a n  order to 

icasc dial desist f r o m  tliut eouduct, to c o m p l y  w i t h  the provisions of this 

I Ael | n m l  liar ugency's |rulcs| |regulntlons| a n d  orders, or to lake affirmative 

action tq correct conditions resulting f r o m  that c o n d u c t  or failure to comply. 
\

§ 5-106. Revocation of Reqlslrallon

(n) T h e  agency, after nullce a n d  hearing, n m y  Issue a n  order revoking the 

registration lif a c o m m o n  Interest c o m m u n i t y  u p o n  determination Hint a d e­

clarant or anyvofflccr or prlmrlpul of u d e d n r u n t  hus:

(I) fiilleiMo c o m p l y  with a  cense n n d  desist o r der Issued hy tlie n g e n c y  

affecting Hint, c n m m n n  Interest c u i n m u n l t y ;

(3) coueenleih diverted, or disposed uf a n y  fun d s  or assets of n n y  person 

in u miimier inipuirlng rlgliis of p urchasers of nulls In Hint c o m m o n  In­

terest c o i m n u n l t y X

(3) failed (o p e r f o r m  a n y  .stipulation or ngreeiiient m n d e  to Induce Hie 

a g e n c y  (o Issue n n  oruvr relating to llmt c o m m o n  Interest cumiiuiiilly;

(I) mlsrcprcsenlcd n \  failed to disclose a materlul fuel In Hie iipplleu- 

lion for rcglslration; oiS 

(T>) fulled to m e e t  a n y  nXllie c m i d i H o n s  ileserlbed In Sections 5-1(13 a n d  

fi-lIH necessary In ipmllfy Kir registration,
(Id A  declarant m n y  not convey, cause to lie conveyed, or cmitrnet for Hie 

eoiiveynnee of a n y  Interest In a >-*wt while a n  older revoking the registration 

of the c o m m o n  Interest conn., .y is In effect, w i t h o u t  the consent uf Hie 

agency. \

(e) lu appropriate cases llie agency, liXlt.s discretion, m a y  Issue a cease a n d  

desist order In lieu uf nil order of revocation.

COMMENT

1. This sel l ion puMiiils llie agency, 

after mil ice nml hearing, lo revoke h 
prior registration of n eiiiiiiinm inlerest 
<un mi ii n i I y. U n d e r  Section 15 of llie 
M mlel Art, the revoi'iilion would not be 

effeeltvc until llie Inst day for seeking 
review of I be agency order. Wliilc I lie 

filing uf (lie appeal would not uluy tlie

ngciicy'.-tv decision, llie agency or re­

viewing Court could grant a sluy " Ibe 
rcvonilionX Niiliirnllv, lliis resul. m a y  
nry in ii paVtii'idnr slnle.

3. A  deelifriiiil is prohibited from 
disposing of o n y  interest in u unit 
w h e n  regisl rnlion bus been revoked, 

without conical orjlic ugeiicy.

§ 5-107. Goneral P o w o r a  a n d  Duties of A g e n c y

(ii) 'Hie agency m a y  adopt, n m c m l ,  a n d  rcts'iil | ndes| |icgnliilloiisi a n d  Issue 

orders consistent wltli u m l  In ftirtlieriiuce of the objectives of this (\Act|. tint 

Hie n g e n c y  m n y  not intervene iu tlie Internal activities of a n  n.Hsm'liitlon e x­

cept lo (lie extent uccessury to prevent or cure violations of lliis |Ac l \  T h e  

a g e n c y  m a y  prescribe f o r m s  a n d  procedures for submitting Infur'iiiithm to the 

ngency,

(h) If II appears (Iml a n y  pci sou h n s  engaged, is engaging, or is about to 

e n g a g e  In a n y  net or practice In violation of this |Acl| nr liny of Hie agency's 

rules or orders, I lie a g e n c y  without prior lulmliiistnitlre pi'oecedlngs limy 

inalntnIn au action In tlie (appropriate conr11 to enjoin that net or practice or 

for olher appropriate relief. T h e  a g e n c y  Is not required to post n bond or 

p rove Hint n o  a d e q u a t e  r e m e d y  lit l a w  exists.

125



T h e  ncrnry m n y  lnlrrvrnr In n n y  nrlinn luvnlvlnc I lie p o w e r s  nr rrsjion- 

—  ulMlltlen nf n drrlnrnnt In rnnnrrllnn wllli n n y  r n n i m n n  Interest rnininnully 

fnr w h i c h  nn n|ipllrntlnn fnr rrplsl rnlinn In m i  f I lo.

Id) Tlir n c r n r y  m n y  nccrpl prnnts In nlil f r n m  n n y  Riivcrnnirnlnl nmirrr n m l  

m n y  rnnlrnrl wllli nqrnrlrs c h n r q e d  wllli nlmllnr fiiiirllnnn III lliln nr nllirr 

Jurisdictions, In fiirltirrnnrp nf llir nlijrrllvmi nf lliln |Arl|.

(rl Tlir n c r n r y  m n y  cimpi-rnle wllli nccnclrs prrfnrmlnc nlmllnr f m u l l m m  

In tills n n d  ollmr Jurisdictions In drrrlnp u n i f o r m  f I line prun-durrs n n d  

forms, n n ' f n r m  disclosure slntulutds, n n d  u n i f o r m  mlnilnlslinllir prnrllrrs, 

n n d  m n y  drvrlnp Infnrmnllnn llml m n y  Im useful In llio dlsrhnrpi- "f llm n c m i  
r y s  itntIon.

15^ In Insuluc n n y  rrn«r n n d  dnslsl onlrr nr nrdrr rrjrrllnc or rrvnlclnc rrc- 

hdrntlon nf n r o m m o n  Inlrrrsl romniimlly, llm ncrnry slmll slnti- llm bnsls 

for llm ndvrrsr drlrrinlimllim n m l  llm tmdrrlyinc fuels.

(r ) T h e  nRonr.v. In lls s o u n d  dlsrrrtlnn. m n y  rri|iilrr InmdlnR, e s r n n v  of por 

linns nfNsnlrs prnrrrils, nr nllirr s n f o R i m r d s  II m n y  ptrsrrlhi* liy lls |tuie«|

IrojiulnlInrval In Rimrniilnr cniiiplrlliiii nf nil ImprnvrinriilM w h i c h  n ilrrlnrnnl 

Is nldlcnlcd'lo rnmplrlr pursunnl In Krrllnn -I -11fl (Iirrlnmill's (IIiIIriiIIoii In 

I'nmplcte nuil\Jtrslnrr).

COMM 10 NT

I. Iindrr milisrrliJni (nl. llm nprw-y 

i’ e m p o w e r e d  In ni|np( rrRidnlinlis mol 
is-Mir order* in Ilirt1)rrnnrr nf llir 
nlijrrlivrn of tills Arl. \  T i mor nlijrr- 

liirs nrr llir n i n e  ns llm iindrrlvine 

purpnprn nf llm Arl. T l m  ncrnry. hnw- 
rvrr. is prohilillnil from inlr^vrniiiR In 

H m  Inlrrnnl nr|ivl|irn of llm nsnorlnlinn 
n r r p t  lo tlm rxlrnl rirresmrj In prr- 
i rnl nr rnrr violnlinnn of lliln A r t \  T l m  
prineipnl inirpnse of llir nRi'nry in In 
rrpnlnle llm lirlmvinr nf llir drrlnrlilit, 
nnl llm liehnvlor of iinliviilnnl unil 
nwnrrs. If, Imwrvrr, llm ilrrlnrnnl 
ininusiiiR H m  nssnrinlinn liy virlnr 
liis |K>wrr (o ronlrol lln nrtivilirs, nnil 

llirrrby violnlinc (lie Art, llm nRrnry 
m n y  ncl lo prrvrnt (lir violnllon.
2. Subsection (p) n n p n w r r s  Urn 

ncrnry lo require Immliiip, escrow, or 
nllirr snfrpiinrrls lo punrnnlrr cntnple- 
lion of Iniprovrnmnln Inlirlrd " M U S T  
M K  I M J 1 C T "  (.Srrlion 4-JIR).

\  Ridistnntivc requirement fnr bnntl- 
inc is not inrliiilcd undrr Arlirlr 4 fnr 
nil r o m m o n  inlrrrsl rnmniunitirn, in nil 
rimunntnucrn. W l dlc n o m r  nlnlrs

linvr ndo|ilri| luimliun nml r«rrmv re- 

ipiirrmrnls fnr enniplrlinn of llm rnm- 
limn rlrinrnls in rntiiloiiiiniiims lire, 

r.o . y’rrlinn 47-7 Id, I‘nnn lirn. Sin11, 
llm n nilnlitr rrnlinniir rvidriu-r imli 
enlrs llinl n imivrrsnl ImmliuR require 
mrnl wnnlil inrn-n«r llir «-n*| nf unils, 
nml llinl llm en*! nf sin li provisions 

inny nnl nlwnys Im jnslifinl. T l m  prill- 
eipnl riumi-ru for rimsinimr prolrillnu 
in lliis rrpnnl lins Imrn resulted in H m  
Art by rripiirinp niilinlnntiiil • imiplilion
nf nil nniln prinr In rnnvry nin e (S..

linn I- 120) nnil li.v requiring Inlmlinc 
of rnmiuun rlrinrnls ns rillmr “M l  1S T

in: in ii i/i’" nr n o t  h i :
i i u m -t ."
,At llm s n m r  linir, pnrliiulnrl.v in llir 

rnsr nf rnininon lnlrrrsl rnlrinmnilii's 
rrpiWri'il nmlrr Srrlinn 5-lll.'IHi>, 
lliorr\inny Im imliviiliuil rnsrs wlirio 

llm nprimy, in ils disrrrlinu, n m y  find 
rsrrnwiiiR,or Imnilinp to Im iu llm p u b­
lic inlrrrsl, For Hint rrnsnn, lliis 
pnwrr is included only ns n permissible 
powrr for ll\ ngrnry mnlrr Arlirlr fi.

4 5-108. InveslIg.illvB P o w e r *  of A g e n c y

(n) Tlir n c r n r y  m n y  Inlllntr piddle or privnlr   s vVdlliln nr nnl-

shir lliis Slnlr In drlrrinlnr wlu-llirr n n y  rrprrsrnlullnn In n n y  doriimrnl ur 

liirnminllnn fllrd wllli llu* n c r n r y  Is fnlso nr uilslrndluc or w i n d  her n n y  pe r­

son Ims cnenRrd, Is rncnclnc, nr Is nlinnl In ni c n c c  lu n n y  uiilnwfld m l  nr 

prnrllrc. \

III) In tlm cnur.sr nf n n y  Itivrslicnltiiii nr lirnrlnp, llm nc r n r y  m n y  s i m i m r n n  

wlliiPRsrs n m l  docmur n t s ,  inlmlnlslcr nnllis n m l  nfflrinnlliiiis, n m l  mldiirX rvl- 

drncc. If n pcrunn foils lu c o m p l y  wllli n Ridipnrnn nr In nnsivcr i|iirnllutis
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prnpniinilrd durliic (Im Invrnllqntlnn nr lion r I up, llm nRrnry m n y  npply In llie 

jnpprnprlntr rourl| for n c o n t e m p t  order or Injnncilvo or nllirr npprnprlnto 

relief lo sccurr compliance.

COM M ENT
T l m  powern rinmmrnlril in Srcllunn trrmlnnllnnn In vnrinus elate* llml. In

5 - 107 ninl5-10R nrr npcelflrnlly prnnl- tlie nlisrnce nf surli ntnlulnry t*owrr«,

nl In the njtsnry Im-nime of judicial de- apenclea have no authority In act.

5 5-109. A n n u a l  llepnrl a n d  A m e n d m e n l i

(n) A  drrlnrnnl,'wllliln 5 0  dnyR nflrr tlm nnnlvcrnnry dnte of llie order nf 

rcclnlrntlnn, nnnunll^-nlinll file n rrpnrt In brlnp iip l o d n l e  the mntrrln! rnn- 

Inlnril lu llm nppllrntln'ns fnr rrplntrnllon n n d  llie public offrrlnp nlnlrmrnt. 

’I'liln prnvlRlnil d ocs mil rellcvr llm drrlnrnnt of llm nlillpnllnn In fllr nrrmnd- 

n m n l H  pursunnl In nuhspcl.lnn\(li).

(li) A  drelnrnnl p r o m p t l y  Rhnll'HIo n m r n d m r n t n  to llm public nffrrinc Rtnte- 

iimnl wltli llm nprncy. \
(«•) If n n  nnniinl rrpnrl revenls I b n K n  drrlnrnnt o w n s  nr rnnlrnls mills rep- 

resenting Irss llinn |25| |mrccnt nf IlnNvnllnp p o w e r  In llm nnsnclnllon n n d  

Ibnl n drrlnrnnt lins n n  p n w r r  In I n c r r n s e H b r  nmnlK-r nf units In llm cnnininn 

lnlrrrsl riiiiinmnlly, nr In rnusr n itmrcer nr\oiifrdrrntlnn nf tlm c o m m o n  In­

lrrrsl n m i m i m l l y  wllli ollmr rninninn Inlrrrsl rn>uuiunlllrs. llm nRrnry nhnll Is- 

him- nn order rrllrvlnq (Im drrlnrnnl of n n y  fnrllibr nlillRnllon to file nnniinl 

rrpnrls, Tbrrrnflrr, ho b.nc nR llm drrlnrnnt Is nfit-dnc n n y  units fnr nnlr, 
llu- nc r n r y  bus Jurisdiction nvrr llio drrlnrnnl'n nrtlvlbcs, but Im s  no ntlirr 

niillinrlly In rrculnle llm cnnininn Interest c o m m u n i t y .  ^

COM M ENT

1. This neclinn rnpdrrs nnnnnl re- to continue In file nil nnnunl report,

purls frnm n ilrrlnrnnl lo Ihe neenry However, the nlillRnllon In ronllnue lo
in urilrr In keep llm infnrinntinii filed provide pulillr nlfrrlup slnlrmrnls is
willi llie nponey eurrenl. Thin require- imposed on n derlnrnnl nndrr Sri lion
un-ill p n r n l l e l H  llm ilrrlnrnnl'* nlilipn- 4-lD5(e) no lonp ns he In offerlnp nny
liun In provide n eurrenl puldie offer- unit fnr nntr. T h e  nprnry would H u m
inp slnlrmrnl lo unit owners. See rnnlinue In hnve jiirisdii-fion nvrr (lie
Sill inn llO.'l(r). ilrrlnrnnt's nrtivilirs, Iml would hnve

2. U n d e r  sill lerllnu (c), if the peri- no ollmr niillmrily to repulnle the 

ml uf derlnrnnl rnnlrnl linn pnsseil, the roinmon inlrrrst rnmmunily. 

ili-rlnrnnl In relieved uf Ihe nhlicnlinil

4 5-110. A g n n c y  Regulation of Public Offering S l n l r m r n l

(ii) ’/‘Im nprnry nt n n y  (Inm m n y  require n declnrnnt. tn niter nr s upple m e n t  

llm f o r m  ur siilislnnrr nf n piddle of ferine s t n t c n m n t  In nssnro ndeqnnlc nnil 

iirriirntr dheln.-iurCJn prn.sjmct.lvo purclinners.

(Ii) T l m  piddle n f f m n c  sin lenient m n y  nnl. Im nsml for n n y  prnuinlluiinl pur- 

jimm iH-fnii* ri-clnlrulinu n(id nflrrwnrils only If It Is used In lls enllri-ly. N'n 

pi-isnn m n y  iidu-iHm- nr rbprcsriit Hint (Im n c r n r y  lins n p p r n v n l  nr rrmui- 

iimudrd llm rnnininn lnlrrrsl r o m m u n i t y ,  llm dlsr Insure slntriimnt, nr n n y  nf 

lln- durumriils rnidnlnrd lu llir npjdlrnllnn Tor rrclslrnllnn.

fr) In llir ense uf ii riiuiiniili Intc-reyl r n i n m u n l l y  slluntrd w|mll.v outside 

lliis Slnlr, mi nppllr.-ilinii fnr rrplslriilliukjir jirn|in*:rd public nffrrinc slnlr- 

m«-iil fllrd willi llo- np r n r y  w h i c h  h n s  bi-r>Knpprn\rd hy n n  ncr n r y  In llm 

j-lnlr w h e r e  llo- riiiiimnn lnlrrrsl r n m i n i m l l y  In'limnlrd n n d  nubdpulfnlly rnm- 

plirs with llo- iri|iilimui-iils nf (Ids |Arl| m n y  inif'lm rrjrrlril b y  H m  nqeney

m i  H m  pniiiiiil--- nf ...  I'liinplliiurr wllli n n y  dif fi-ri-ntv(ir nilillt limn I rrqnlrr-

mi-ul liop-riril hj llijs | ,\r| | nr hi llm ncniry'-i fridrs|jTpculnlinus-| llnw- 

rirr, llo- ni.-rnri n m y  rii|idn- in I • 1111 mi:i I ilni-imn-uls nr I li fnrmPlh'n lu pnrlinl- 

Inr cil-irs lu n-rniri- n d o q u u l e  n u d  ucriimln disrlnvnrc In jiri|s|irrllvKpnrrlinsrrs.
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§ 5 -1 1 0  COMMON IN T E R E ST  O W N E R SH IP

COM M ENT
1. Subsection (c) attempts lo fnrili- 

l i i  lo in li*rsl iitr aides of imitM by rripiir- 
i11K the ilgrmcy in llio enacting Mlnlc to 
accept on hgcury-upprovcd public of- 

ferine statement, from tlie stale where 
Ibe eiminion internal c o m m u n i t y  Ih lo­
cated. Tliis bvoIiIh the nccil for a dif­
ferent public offering statement ia sev­
eral mates for tlie n a m e  pl-ojget. If 
no ngency exists in the m a t e  wherS'-Uie 
..million interest coniniunity is located^ 
however, a public offering atiilciiicnt 
must lie pretmreil ami npprovnl before 
offering an out-of-state unit in an en­
acting state.

2  llecanse uf Ibe bracketcil lan­
guage ciintaincil in .Section 1-21)8, 
which hlinnbl be inst-rleil in tbe Act if 

Article !i ia cnactcil, a foreign c o m m o n  
imrrcsl c o m m u n i t y  must only be rcgis- 

lercii under tills Article in an cuactiug

atntc if a ileclnrnnt is "oficring" nnils 

In (but rmnmoii interest roiniiiiiuily in 
tbe eliuctilig stale. Thus, general ml- 
vcrlisiog wliieli iliil not meet I lie defini­

tion of “offering" could lie cireulutcd 
in Ibe enacting m a t e  without registra­
tion. If an "offering" is once mnde, 

however, then nil of Article 0 applies 
to tbe foreign cnnininn interest c o m m u ­
nity. A n y  "disposition" of a foreign 
residential c o m m o n  interest com m u n i t y  
Id an cuactiug state, of course, would 
reipiirc delivery uf a public offering 
etntcinent even in the absence nf nn 
agency: t e e  Section 1-208. If nu
agency exists in tbe enacting state, a ny 
disposition lu that state would la- ille­
gal if (be c o m m o n  interest c o m m u n i t y  
were not registered, in tbe enacting 
state; t e e  Section 1-208,
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THE CONNECTICUT CO M M ON INTEREST OWERSHIP ACT:

WHAT CONNECTICUT REAL ESTATE ATTORNEYS NEED TO KNOW
By William R. Breetz, J r., Esq. 1

P A R T  I

On July 8, 1983, Governor W illiam  O 'N eil! signed 

Public A ct 83-474, An A ct Concerning A  Com m on 
Interest-Ownership Act. The bill had been unanimously 

approved in both houses o f the General Assembly. Its 

effective date is January 1, 1984, except for the con­

version provisions, which became effective when the 
bill was signed.

In 71 pages and 96 sections, the Com m on Interest 

Ownership Act (the "A c t” ) supplants the Connecticut 

Condom inium  Act o f 1976, now codified as Chapter 
825 o f the General Statutes. The A ct also applies the 

statutory framework o f condom inium s to cooperatives, 
all so-called "P U D s" or cluster housing projects, and to 

every other form of "com m on interest com m unity” . 

It applies to all new projects, and several sections apply 

retroactively to all pre-existing condominiums, coopera­

tives and PUDs. Finally, the A ct entirely redrafts 

current Connecticut statutes granting special status to 

conversion tenants, although most o f the substantive 

results remain the same under both old and new law.

The A ct is based almost entirely on the U niform  
Com m on Interest Ownership Act, (" U C IO A ") prom ul­

gated by the National Conference o f Commissioners on 

Uniform  State Laws in August, 1982. 2 Connecticut is 

the first State in the country to adopt U C IO A . This 
sweeping and very comprehensive legislation represents 

the most fundamenta. change in the law o f common 
interest com m unitities ever adopted in Connecticut.

The purposes o f this article are to  generally describe 

the basic concepts that underlie the Com m on Interest 
Ownership Act, to identify the projects to which the 
A ct is applicable, and, in very summary fashion, to 

highlight a few o f the Act's major provisions. In a sub­
sequent installment, we will consider in more detail 

other major provisions of the A ct, including conversions, 
warranty provisions, disclosure, resale certificates, 
association lien priorities, association financing and 
ways in which the document drafter can sim plify 
documentation.

T H E  BASIC CONCEPTS

A. Basic Structure o f the Act.

The U niform  Common Interest Ownership A ct 

contains four articles, or major subdivisions. Article I

contains General Provisions, including definitions and 
sections governing applicability o f the Act. The broad 

concepts which distinguish the A ct are first found in 
these definitions.

Article 2 describes the manner o f creation, alteration 

and termination o f common interest communities, 
including technical provisions w ith respect to the 

establishment and legal requirements o f a project. Much 

o f the tremendous fle xib ility  of the Act, from  the 
developer's perspective, may be found here.

Article 3, entitled "Management of the Com m on 

Interest C om m unity", generally describes the organiza­
tion and powers o f the u nit owners association, the 

method of control o f the association, and transfer o f 
development rights. It deals generally w ith the activities 

o f the association both during and after the period of 

declarant control. It also contains im portant provisions 
on insurance, liens for assessments, and a variety o f 

other matters. Article 3 works many fundamental 

changes in the powers o f the association and the con­

duct o f its affairs.

Article 4 contains the principal sections designed for 

the protection o f purchasers, including the disclosure 
requirements of the Act, broad warranty provisions, 

and a variety o f other matters. Im portantly, this article 

changes the "bundle o f rights" afforded condom inium  

buyers by Chapter 825, and extends those rights to 
cooperative and planned com m unity purchasers.

In the form at o f the A ct as passed, the provisions 
o f Article 1 are contained in Sections 1 through 20, 

w ith  the provisions on applicability contained in Section 
15 through 20. Article 2 is contained in Sections 21 
through 43 o f the A ct; Article 3 is contained in Sections 

44 through 62 of the A ct; and Article 4 is contained in 
Sections 63 through 82 of the Act. The conversion 
provisions of the Act, which amend entirely existing 
Connecticut conversion statutes, are contained in 

Sections 83 through 95. Finally, Section 96 describes 

the effective dates o f the Act.

Attachea as an appendix to  this article is a table o f 
contents o f the Act, w ith a cross reference table to the 

parallel sections o f U C IO A . Reference to the parallel 

sections o f U C IO A  w ill be helpful to practitioners in a 
number o f ways, even though a series o f m inor amend­

ments were made in adapting U C IO A  to the unique 

experience of Connecticut in the field, and to sugges­
tions o f those influential in the Act's adoption in 
Connecticut. 3



B. W hat is a Common Interest Com m unity?

A  "com m on interest c o m m un ity" is defined in 
§3 (7) o f the Act.
It means

"real property described in a declaration with 

respect to which a person, by virtue o f his owner­
ship o f a unit, is obligated to pay for (1) real 

property taxes o n ,'(2) insurance premiums on, (3) 
maintenance of, or (4) improvement of, any other 
real property other than that unit described in the 
declaration.

"Ownership o f a U n it"  includes holding a leasehold 

interest o f 20 years or more in a unit, including 
renewal options".

This generic defin ition is used throughout the A ct to 
refer to three particular forms of com m on interest 

communities: condominiums, cooperatives and planned 
communities. Each o f those forms is a separately 

defined term.

The definition o f "com m on interest com m unity" 

encompasses every form o f ownership in which any 

recorded instruments create a contractual relationship 

between the owner of a "u n it" , his fellow  u nit owners, 
and their association in which a unit owner must pay 
common charges to support either the com m on prop­

erty which is a part of the comm on interest com m unity 

or units other than the unit subject to the charges.

Note that the definition o f "planned com m un ity", 
set out in Footnote 4, is a residual concept; any owner­
ship arrangement which meets the definition o f "com m on 

interest com m unity", but does not meet the definition 
of either a condom inium  or cooperative, would be a 

planned com m unity. The concept of a planned com ­

m unity encompasses most known forms of planned 
unit developments, cluster housing, shared facility 

projects, homes association, and the like. Thus, there 
are but three forms of com m on interest com m unity:

(1) condom inium s; (2) cooperatives and (3) everything 
else.

C. Other Im portant Concepts

In addition to the generic concept o f a "com m on 

interest com m unity" and the residual concept o f 
"planned com m unity", the Act introduces a number o f 

newly defined terms which are likely to become part of 

the lexicon o f the practitioner in the field. Am ong the 

most im portant are "development rights", "special 
declarant rights", "allocated interests", "declarant", 
"declaration", and "u n it".

1. "Developm ent rights", defined in §3(14), means

any right or combination o f rights reserved by a 
declarant in the declaration to (A) add real proper­

ty  to a comm on interest com m unity; (B) create 

units, comm on elements, or lim ited comm on 
elements w ithin  a comm on interest com m unity; 

(C) subdivide units or convert units into comm on

elements; or (D) withdraw real property from-.a • 
com m on interest com m unity. 'r  ;

The concept o f "development rights" lies at the heart 

o f one of the principal goals of the Act, which is to 
m axim ize the fle x ib ility  available to a developer seeking 

to adjust the size and m ix of a project to the demands 

o f the marketplace, both before and after creation. 

The principal constraint on that fle x ib ility  is the obliga­

tio n  of disclosure, and its impact on marketing. Thus 

"developm ent rights" include the rights to:

(a) increase the size or density o f a project either by 

adding real property to it, or by creating new units, 
com m on elements or lim ited com m on elements on 

either the original land or w ith in  the original buildings, 

or on any other land or buildings subsequently added;

(b) change the m ix o f units, com m on elements and 

lim ited comm on elements, either by subdividing units, 
or by converting units into com m on elements or lim ited 

comm on elements; and

(c) reduce the size o f a project by w ithdrawing real 
property — whether land, entire buildings, or partic­

ular units — from  it.

As a matter o f simple logic, there are few other 

things that could be done to a real property regime 

which are not included w ith in  the concept o f develop­
ment rights. This great fle x ib ility , particularly when 

coupled w ith the broad definitions o f " u n it"  and "real 
estate", the power to create leasehold projects, and the 

right to subordinate unit mortgages to blanket m ort­
gages on either the units, comm on elements, or both, 

is the principal attraction o f the A ct to the development 

com m unity. Developers also like the fact that the Act, 

w hile requiring the developer to impose a lim it on the 

tim e w ith in  which these rights must be exercised, 
abolishes the current statutory tim e lim its imposed by 

Chapter 825 on the exercise of development rights. 
Thus, it would De possible — although not likely — for 
a declarant to reserve the right to expand a planned 

com m unity for a period of, for example, 50 years.

2. "Special Declarant Rights." Development rights are 

different than "special declarant rights" which are 

defined in §3(29) o f the Act. W hile lengthy, the special 
declarant rights are the control rights which a declarant 

typically reserves during the marketing phase to control 

the association, use easements, complete improvements 
and complete marketing efforts. The d efin itio n  resolves 
a number of issues which have concerned developers 

by setting objective criteria for the exercise o f those 
rights.

U nlike development rights, the A ct imposes tim e 

lim its, similar to current law, which w ill cut o ff  the 

declarant's right to control the association, regardless of 
the tim e frame imposed by the declaration. Other 

special declarant rights, however, are not lim ited in 
that way.
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3. "Allocated Interests" are defined in §3 (2) of 

The A it .  Basically, "allocated interests" are the in­

terests which are assigned to each unit in any form of 

comm on interest com m unity. The im portant ones, 

comm on to all projects, are the proportionate share of 

comm on expense liabilities, and votes in the association, 

allocated to each unit. Whether a cooperative, c ndo- 

rninium, or planned com m unity, every unit in the 

project must have a share of the votes and common 
expense liabilities.

In addition, condominiums and cooperatives have 

unique allocated interests. Condom inium s are dis­
tinguished from other forms of ownership because o f 

the undivided interest in the common elements which is 

vested in each unit owner. That distinction is m aintain­
ed in the A ct and, in order to meet the definition o f a 

condom inium , an undivided interest in the common 
elements must continue to be allocated to each unit.

For cooperatives, the distinguishing feature is that 
the association owns all the real estate comprising the 

project, including the real estate comprising each unit. 

Each unit owner, however, has an "ownership interest" 
in that association. This "ownership interest" must, 

under the Act, continue to be allocated to each unit in 
order to define that project as a coopera. ive.

W ith very rare exceptions, the unique allocated in­

terests of condominiums and cooperatives have no 
functional value; it is the votes and common expense 

liabilities which w ill be the principal factors on which 
potential unit owners should focus.

Consistent with the concept o f fle x ib ility  in the Act, 
but very different from  cur ent condom inium  law, the 

allocated interests are not tied to each other, but may 
be assigned on totally  different, even arbitrary, bases. 
Thus, for example, voting could be equal among all 

units, or based on whole numbers, while common 

expense liabilities could be based on relative size of 

units. Moreover, particular common expenses could be 
based on usage, w ith  others based on size, or equality. 

This flexib ility, again, is typical o f the Act. A llocation 
of interests is generally discussed in §27 of the A ct;

§58 considers special problems associated w ith assess­
ments for common expenses.

4. "Declarant" is defined in the Act in §3(12) as

any person or group o f persons acting in concert 
who (A) as part of a comm on prom otional plan, 
offers to dispose of his interest in a unit not

previously disposed o f or (B) reserves or succeeds
to any special declarant right.

Im portantly, the A ct identifies a declarant as a person 
offering to convey his own interest, thus excluding 

brokers from the definition. Alternatively, "declarant" 
includes any person who "reserve or succeeds" to 
special declarant rights, which include the right to ex­
ercise development rights. Because the definition is so 
sweeping, a variety o f special provisions are included in 
the A ct to insure that some successors to special decla­
rant rights, particularly lenders, are insulated from  the

otherwise significant impact o f that status, including 
its liabilities; see, e.g., Section 47 of the Act, concerning 
transfer o f special declarant r jh ts .

5. "Declaration". The definition o f "declaration" in 

§3(13) is necessarily circular. It is defined as "any in­

struments, however denominated, that create a comm on 

interest com m unity, including any amendments to those 

instruments". Thus, the term would apply not only to 

the traditional condom inium  .declaration w ith which 

most practitioners are familiar, or the declaration of 

covenants, conditions and restrictions (CC&R's) so 

common in planned u nit developments it would also 

include for example a series o f deeds to units w ith 

common m utually beneficial restrictions, or to  any 
other instruments which create the relationship which 

constitutes a common interest com m unity. If  those 

recorded instruments create that relationship, then 

those documents constitute a declaration and must 
contain, for new projects, the inform ation required 
by Act §25, et seq.

6. "U n it" . A  " U n it"  under Act §3(31) includes "a 
physical portion o f a common interest com m unity 
designated for separate ownership or occupancy . , . .  "  

" U n it"  thus becomes a very flexible concept, enabling a 

declarant to characterize anything as a unit which he 
intends to  separately sell. 6 Comments to the A ct 
points out that a unit may be a part, el of real estate 

filled w ith air or water; thus, the definition enables 

marinas, air rights projects, campsites and other forms 

to be more readily developed as common interest 

communities, in marked contrast to the often complex 
mechanisms inventive practitioners have used to avoid 
the constraints o f the present Connecticut condom inium  

statute. Compare, for example, the description o f the 

first Connecticut marina condom inium  in Stone, "Where 
Do I Dock M y Boat?, Chicago T itle  "Perspectives" 
No. 3, Fall, 1982, at page 1.

A P P L IC A B IL IT Y

A. What Projects are affected by the Act?

The applicability o f the Act is broad and sweeping. It 

is fair to say that every common interest com m unity in 
Connecticut, and some outside the state, w ill be af­
fected by this Act, regardless o f the particular form of 
ownership or the date on which the declaration for that 

project was recorded. Most im portantly, the A ct will 

reach every pre-Act condom inium , cooperative or 
cluster housing development in Connecticut, although 
the extent of the Act's impact depends on a variety 
o f factors.

B. What Factors A ffect Applicability?

Basically, the level of applicability o f the A ct to any 

individual project w ill depend on one or more o f the 
follow ing factors:
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1. The date o f creation, that is, the date the declara­

tion is or was recorded. In the te xt that follows, a 
project whose declaration was recorded before January 

1, 1984 is known as an "o ld " or "pre-act" project, while 
a project whose declaration is recorded on or after 

January 1, 1984 is a "new " project.

2. Size of the Project. A  project which contains 12 
units or less is exem pt from  certain provisions of the 

Act, even if it is a "new " project. "O ld "  projects o f 12 
or fewer units are also treated differently from  other 

pre-Act projects. From tim e to time, the te xt refers to 

"large" and "sm all" project rules.

3. Permitted Uses. Nonresidential projects are exempt 

from all but 3 sections of the Act, unless the declaration 
expressly provides otherwise.

4. Existence o f Development Rights. "Developm ent 

rights" are the rights which a developer ma reserve in 

the decleration to expand or contract t h . project or 
convert comm on elements w ith in  the project to  units 

or lim ited common elements. The concept was describ­

ed more fu lly  above. The absence of development rights, 
in com bination w ith a "sm all" project, affects the ap­

plicability o f certain provisions of the Act.

5. Forms o f Ownership and Com m on Expense 

Restrictions in the Declaration. Certain lim itations 

apply e ther to "de m inim us" planned communities, 
or to lim ited equity cooperatives.

6. New Construction or Conversion. The Article 5 
rules — sections 83 through 95 — apply to conversion 

projects, and apply whether or not other provisions of 
the A ct are applicable.

7. Location in or o u t o f the State. A  project located 
outside Connecticut is subject, in lim ited circumstances, 
to the disclosure provisions o f the Act.

8. Individual Transfers. Particular transactions are 

exem pt from the disclosure requirements of the Act.

C. The Factors at W ork: A pplicability " In  a Nutshell".

1. O ut of State Projects. In considering applicability, 

the easiest distinction to be made is between " in  state" 
and "o u t o f state" projects. A pplicability to out o f state 
projects is described in §20 o f the Act.

The basic rule is that if a project is located outside 
Connecticut, only the public offering statement ("PO S") 

provisions of the Act, contained in Section 63 through 

82, apply to that project. Moreover, they apply to the 

out of state project only if: (a) the project is "offered" 

in Connecticut, see A c t §3( 12); and (b) either the buyer 

or seller signs the contract in this State; and (c) no other 

exem ption from the POS requirements exists. See the 
exemptions described in §63 of the Act.

The underlying public policy is clear. If  an out of 
state selier is actively offering units for sale in this 

state, and is actively asking buyers to sign contracts in 
this state, then the State has a legitimate interest in 

insuring that the level o f disclosure offered to its re­

sidents should be the same, regardless o f wbere t h e . 
project is located. Thus, the disclosure req&remefits 

would apply to such an out-of-state offer. The out-of- 

state offeror has ample protection; it may make clear 
that it does not o ffer units in this state, or it m ay refuse 

to accept contracts signed in this state, or it may do 

both. When both circumstances exist, however, the 

project has sufficient contacts w ith  the State to  ju stify  
applicability o f the disclosure provisions.

Except for disclosure, the A ct has no applicability to 

a project located outside this state, and the substantive 
laws o f the foreign jurisdiction would apply. In contrast, 

" in  state" projects are subject to the substantive D i v i ­

sions o f the Act, although in several different degrees.

2. "N ew " and "o ld "  projects. The most substantial 

distinction to be made w ith  respect to applicability is 

for "new " projects, that is, projects whose declarations 

are recorded on or after January 1, 1984.

The basic rule for new projects is that the entire A ct 

applies; see §15 of the Act. There are, however, 3 signif­

icant lim itations to that rule.

(a) Commercial Projects. If all units in a comm on 

interest com m unity are restricted to nonresidential 
use as, for example, in a medical office condom inium , 

then only Sections 5, 6 and 7 o f the A ct apply to that 
project unless the declarant elects to have the entire 

act apply. See §6{a)(1). The impact o f those 3 sections, 
which apply collectively in several instances, is described 

in the footnote. 5

Even if the entire A ct applies to a commercial project, 
many provisions o f the Act may be varied by agreement. 

In addition, much o f the regulatory burden imposed on 

comm on interest comm unities -  for example, in the 
area o f disclosure — would not apply to commercial 

projects, even if the declarant elected to have the entire 
A ct apply. See §63(b)(5).

(b) "S m all" Project Exception. If  a new project 

contains 12 units or less and is "sim ple" — that is, no 
development rights are reserved -  then the structural 

requirements o f the A ct apply to such a project, but no 
POS need be prepared and no resale certificates are 
required in those projects at any time. See §16(c). The 

resale certificate requirements o f the Act, contained 
in §71, are described below at footnote 7. This changes 

the current rule for condom inium  disclosure under 

Chapter 825, where a POS is required regardless o f size. 
The policy underlying this distinction is to m inim ize 

the cost o f disclosure, which can significantly affect the 
price o f units in a small project.

(c) "D e m inim us" Planned Communities. A  "de 
m inim us" planned com m unity is described in terms of 

lim itations in the declaration w ith respect to com m on 

expense liabilities. See §16 (a )(2) o f the Act.

Basically, if the declaration for a planned com m unity 

provides that the annual com m on expense liab ility  o f 
each unit in the project may not exceed $100 then, 

again, only sections 5, 6 and 7 apply to that project



unless the declaration provides that the entire Act 
applies/ Ip  calculating that S100 figure, the developer 
may exciude "optional use fees" and "insurance prem­

iums paid by the association". Moreover, the $100 

figure is subject to adjustment under Section 14 o f the 
Act, as the Consumer Price Index Increases. It is likely 

that, in July of 1984 (which would be the first time that 

the adjustment figures would be applied) the dollar 

lim itation in §16(a) (2) wHI increase to between S120 

and $130.

In addition, if the declaration for a "sim ple" planned 

com m unity lim its m axim um  annual common expense 

assessments to $300 -  including all charges — and meets 

certain other requirements, then it is subject to all 
substantive provisions of the Act, but no public offering 
statments or resale certificates are required. See 663(b)(7).

As a practical matter, very few projects currently 

have lim itations in the project documents which place 
a cap on the am ount o f comm on charges which an 

association may assess. Such a lim itation imposes a 

potential burden on the financial viability o f an associa­
tion and should, as a policy matter, be avoided except in 
those circumstances where a minim al charge is plainly 

warranted. For some projects, however, particularly 
subdivision projects or other single fam ily home develop­

ments where the association does not maintain substantial 

reserves, does not perform maintenance on the units, 
and has only very modest recreational facilities or 
perhaps private roads, a lim itation of the magnitude 
permitted by the A ct may be reasonable. In those 

circumstances, the lim ited applicability o f the Act will 

simply serve to insure that problem : o f taxation and 
eminent domain, which apply to all comm on interest 

communities, are resolved.

A  drafter choosing to take advantage of the possible 

$100 exemption would, of course, be obliged to fall 
back on the common law in attempting to resolve many 

of the thorny issues that exist in the field. The A ct 
contemplates, however, that private contractual arrange­
ments may be available to solve those issues, and the 

parties should not be obliged to work w ithin  the strictures 

of the Act where the economic impact o f the "com m on 
interest" aspects o f the com m unity is so minor.

(d) A Word on Conversions. Note that the conversion 

provisions of Article 5 apply to  every comm on interest 

com m unity, whether new or old, even if part of the 

project might otherwise be exempt from the Act.

See 816(b).

3. Applicability to "Pre-Act" Projects. Perhaps the 
most controversial provisions, and certainly the provi­

sions immediately reaching the greater number of units 
in the state, are those affecting "o ld "  or "pre-act" 

projects.

The rules for pre-act projects are somewhat more 
complex than the rules applicable to new projects. The 
basic rules are that (1) "the law of the project" — that 

is, the statutory or common law under which the pro­

ject was created — continues to apply to a pre-act 

project; (2) some provisions o f the new statute, however, 

automatically apply to all old projects although the 

extent o f applicability depends on whether a pre-act 
project contains 12 units or less; and (3) old projects, 

whether large or small, have a variety o f "o p t-in " 

elections which permit existing owners to take advan­
tage of additional provisions o f the new A ct which they 
may find desirable.

It is useful, in dealing w ith pre-act projects, to describe 

them as "small pre-act" projects and "large pre-act" 

projects.

(a) Small Pre-Act Projects. See Section 18. If  a pre­

act project (1) is a cooperative or planned com m unity, 

but not a condom inium , (2) has 12 or fewer units; 
and (3) is not subject to development rights, then only 

sections 5, 6 and 7 apply to that project. Note that 

there is no exem ption for small pre-act condominiums. 

A n y  pre-Act condom inium  was created since 1963 
either under the original Connecticut U nit Ownership 

A ct or under the Condom inium  A ct of 1976; thus, 

its documents already comply, in one fashion or other, 
w ith  the rather stringent requirements of those statutes. 

Therefore, all condominiums, o f whatever size, are 
treated in the same manner as large pre-act projects.

Small pre-act projects may elect broader treatment 

under the new Act. Acting in accordance with §18 of 

the Act, the unit owners of a small pre-Act project may 
elect, in conform ity w ith the law applicable to their 

project and w ith the amendment procedures o f their 

old declaration, to be treated in accordance w ith §19 of 

the Act. Such an election would have the effect of treat­
ing such projects as if they were larger projects. It would 
thus make a number o f additional sections automatical­

ly applicable, and would provide additional "o p t-in " 
rights, as described in §19.

(b) Large Pre-Act Projects, and all Pre-Act Condo- 

minim um s. See Section 17. Essentially, §17 requires 

that 12 enumerated sections o f the Act, and the defi­
nitions as necessary, shall automatically apply to large 

pre-act projects and to all pre-act concominiums. 7

Im portantly, these automatically applicable sections 

apply only prospectively, that is to "events and circum­

stances occurring after January 1, 1984". Moreover, the 
sections do not invalidate existing provisions o f docu­
ments for those pre-act projects.

M any o f these sections will work substantial changes 
in the activities of existing associations. In addition to 

Sections 5, 6 and 7 which have been described earlier, 
the autom atically applicable sections enhance the 

powers o f the association, resolve significant issues of 
tort and contract liability, grant priority o f the associa­

tion's lien over first mortgages, impose an obligation on 

the association to retain records and to provide resale 
certificates, clarify the rights o f action given unit owners
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and the association, and include provisions for attorneys' 

fees. Attorneys representing pre-act associations should 
carefully examine the autom atically applicable sections 

to determine what impact they w ill have on their clients.

(c) The Opt-in Provisions. Section 19 o f the A ct 

provides that any pre-act project subject to that sec­

tion — that is, any large pre-act cooperative or planned 

com m unity, any pre-act condom inium , and any electirg 

small pre-act cooperative or planned com m unity — may 

amend its declaration and bylaws to accomplish any 

result permitted by the Act. The kinds of amendments 
contemplated by this Section are many; the section is 

designed to make the much broader fle x ib ility  o f the 

Act available to an old project to, for example, enhance 
its borrowing capacity, permit a restructuring of the 

bylaws, enlarge the activities o f the association, or a 

variety o f other changes. Im portantly, any such amend­
ment must be accomplished in conform ity w ith the law 

o f the project — that is, the law under which it was 

created — as well as the procedures set forth in the 

current documents o f the project. Thus, while the Act 

permits the declaration to be amended, for example, 
by 67% of the u nit owners, a declaration for an existing 
project which requireJ a 90% vote to amend could only 

be amended w ith that 90% unit owners' consent. More­

over, to prevent abuse, the section provides that if any 
new rights, powers or privileges are granted to any 

person, then any correlative obligations, liabilities and 
restrictions in the Act also apply to that person. A c­
cordingly, an amendment under this section would 

automatically pick up the entire bundle o f rights and 
responsibilities applicable to any particular transaction, 
regardless o f any attem pt in the amendment to lim it 

that result.

(To be Continued in Fa ll IssueJ

FL 1 '"'NOTES
Mr. Breetz is a principal in the Hartford law firm of Reid 

anc Riege, P .C ., and is the Chairman of the Connecticut Law 
Re. ion Commission. As a reporter for the National Conference 
of Commissioners on Uniform State Laws, he was the principal 
draftsman of the Uniform Common Interest Ownership Act and 
its constituent Acts, including the Uniform Condominium Act, 
the Uniform Planned Community Act and the Model Real Estate 
Cooperative Act. The amendments to UCIO A , and were prepared 
under the auspices of the Law Reveiw Commission, which recom­
mended its adoption in Connecticut.

2 It may be helpful to understand the background and 
development of the Uniform Common Interest Ownership Act.

Recognizing the need for a comprehensive statute responsive 
to the explosive growth and variety of condominium development 
in this country since the first state condominium statute was 
enacted in 1963, the National Conference of Commissioners 
on Uniform State Laws undertook to draft the Uniform Condo­
minium Act in the Fall of 1975. UCA was completed and adopted 
by the Conference in 1977. It has since been adopted in eight 
states, including Maine, Minnesota, Missouri, Nebraska, New 
Mexico, Pennsylvania, Rhode Island and West Virginia.

As an outgrowth of U CA , the Conference promulgated the , 
Uniform Planned Community Act in 1980. UPCA was, designed 
to apply to all forms of common interest ownership, other than 
cooperatives and condominiums. In 1980, the Conference also 
adopted substantial amendments to the 1977 version of the 
Condominium A ct, so that UCA and UPCA were identical, ex­
cept in those areas where differences in the nature of the owner­
ship forms warranted special treatment.

!n 1981, the Conference promulgated the Model Real Estate 
Cooperative Act, applying the principals of the U CA  and UPCA 
to cooperatives.

All three acts used the identical section numbering systems, 
with four mandatory articles and an optional article 5 on admin­
istration. This enabled the Conference, in 1982, to merge the 
three ar into a single statutory vehicle, the Uniform Common 
Interest Ownership A ct, which applies to all 3 forms of common 
ownership. The merged Act is barely 10 pages longer than any of 
its single constituent parts.

Reference to the parallel section of these Uniform Acts may 
be helpful to practitioners since each of the uniform acts, includ­
ing the merged A ct, is accompanied by a set of detailed comments 
describing the impact of the statute and the relationship of one 
section to another. Copies of the individual Acts, with their 
comments, appear in West's Uniform Laws Annotated. They may 

also be obtained by letter to Ms. Alicia Pond, Executive Secre­
tary, Uniform Laws Conference, 645 North Michigan Avenue, 
Suite 510, Chinsgo, Illinois 60601.

3
While The Connecticut Act is based almost entirely upon 

the Uniform Common Interest Ownership Act, our Judiciary 
Committee chose to delete the reference to a ''uniform '' act 
because of minor differences between the Uniform Act and the 
Connecticut version. Notwithstanding those miner variations, 
it is hoped that the codified version of the Common Interest 
Ownership Act in Connecticut will reflect the section titles and 
numbering system of the Uniform Act, as was done with the 
Uniform Commercial Code. This will permit ready reference to 
the uniform acts, with their comments, and to statutes and case 
law in other states which have adopted any of these uniform 
acts. Such a system would also enable other states to more easily 
relate their consideration of the uniform acts to Connecticut’s 
enactment. At the date of this writing, no final determination 
had been made by the Legislative Commissioner’s Office with 
respect to the form of codification.

4
A ''condominium'' is defined in Act §3 (8).

"Condom inium " means a common interest community in 
which portions of the real estate are designated for 
separate ownership and the remainder of the real property 
is designated for common ownership solely by the owners 
of those portions. A  common interest community is not 
a condominium unless the undivided interests in the 
common elements are vested in the unit owners.

A  "cooperative" is defined in Act §3 (10 ).

"Cooperative" means a common interest community in 
which the real property is owned by an association, 
each of whose members is entitled by virtue of his owner­
ship interest in the association to exclusive possession 
of a unit.

A  "planned com m unity" is defined in Act §3 (23).

"Planned com m unity" means a common interest com-
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jnu n ity  that is not a condominium or a cooperative. A 
,  ucondominium or cooperative may be part of a planned 

community.

Section 5 is entitled "separate titles and taxation", The 
present rule in §47-79 C .G .S . is that condominium units must 
be separately taxed and assessed and no separate tax bill may be 
assessed on the common elements. Section 5 continues that 
result. Most significantly, the same rule is applied to planned 
communities: cooperative units, however, w ill not be separately 
taxed. This will change the practice under which municipalities 
tax the value of individual PUD units, and also levy a separate 
tax on the common property, since it is a separate parcel owned 
by the association, even though the common property has no 
economic value apart from the units. If the common property 
remains subject to development rights, however, it must be 
separately taxed and assessed, and the declarant alone is liable 
for those taxes.

Section 6 is a direct prohibition on local regulations of con­
versions, reflecting the same public policy of §47a-23c., C .G .S .

Section 7 contains a variety of provisions dealing with the 
unique aspects of eminent domain in the common ownership 
context. It supplements, and does not supplant, general state 
statutes dealing with the subject.

The definition of "u n it" includes a concise separate provision 
to describe what it is that a unit owner "ow ns" in a cooperative.
It is designed to carefully distinguish between the unit owner's 
possessory interest in the unit coupled with his ownership interest 
in the association, and the fee ownership of the rea1 estate com­
prising that unit, which is vested in the association. The section 
provides that a sale, conveyance or encumbrance of a unit owner's 
interest does not affect the association's interest in that unit.

7 Section 17 provides:

Except as provided in Section 18, (an exception for 
small pre-act projects) Section 5, 6 , 7, 23, 24 and 41, 
subdivisions (1) to (6), inclusive,and (11) to (16) inclusive, 
of subsection (a) of section 45, sections 54, 59, 61, 71 
and 79, and section 3 to the extent necessary in construing 
any of those sections, apply to all common interest 
communities created in this state before the effective 
date of this act; but those sections apply only with 
respect to events and circumstances occurring after the 
effective date of this act and do not invalidate existing 
provisions of the declaration, bylaws or surveys or plans 
of those common interest communities.

The impact of Sections 5, 6 , 7 is described in Footnote 5.

Section 23 is ent'Med Construction and Valid ity of Declaration 
and Bylaws. Its major impact, other than dealing with severability, 
conflict and rule against perpetuity problems, is to insulate the 
title of the units and common elements from claims of unmarket­
ability as a result of an "insubstantial" failure of the declaration 
to comply with the Act.

Section 24 is entitled Descriptions of Units, and merely 
validates the use of an abbreviated reference to the unit's identity 
in deeds and other instruments requiring a legally sufficient 
description of a unit.

Section 41 is entit'ed Merger or Consolidation of Communities. 
Like present §47-88j , C .G .S ., §41 provides a flexible mechanism 
for pre-act communities to merge or consolidate with other 
communities where such an action is viewed as desirable by the 
unit owners.
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Section 45 describes the powers of the association. The powers 
newly granted to pre-act associations are to (1) adopt and amend 
bylaws and rules; (2) adopt and amend budgets and collect assess­
ments; (3) hire and fire ; (4) institute, intervene in and defend 
litigation in both a direct and representative capacity "on matters 
affecting the common interest com m unity"; (5) make contracts 
and incur liabilities; (6) regulate the use and repair of the common 
elements; (11) impose charges and interest for delinquent assess­
ments or violation of rules: (12) impose charges for preparing 
amendments or resale certificates; (13) indemnify directors and 
officers and provide directors and officers liability insurance;
(14) assign its rights to future common expense assessments;
(15) exercise other powers confined in the project documents, 
and (16) exercise all powers exercisable by other "legal entities 
of the same type as the association" which, under typical Connec­
ticut practice, are the powers of nonstock corporations under 
Chapter 600 of the General Statutes. A number of these powers 
plainly exceed the p'esent authority of many current unit own­
er's associations.

Section 54 is entitled Tort and Contract L iab ility . Its principal 
impact is to (i) make the declarant liable for claims against the 
assor ation securing during the period of declarant control, (ii) 
provide procedural devices to assist the association in asserting 
its claims, and (iii) insulate unit owners from liability.

Section 61 requires the association to keep certain financial 
records, and to make them available to unit owners.

Section ’ 1 requiries every unit owner in a common interest 
community — except owners in certain small projects — to 
provide a resale certificate to a purchaser "before execution of 
any contract for sale . . .  or otherwise before conveyance . . . "  
The association is required to prepare the certificate, which 
contains a substantial amount of information concerning the 
project, within 10 days of a request. To enforce the obligation, 
the purchaser has an unqualified right to cancel a sales contract 
until 5 days after the certificate is delivered, although actual 
conveyance cuts off the cancellation right. This new obligation 
of a seller, and new right of a buyer, is likely to be the subject 
of substantial discussion in future months.

Section 79 provides a clear right of action to any person for 
violation of the Act, and empowers the court, "in  an appropriate 
case", to award attorneys fees.

Cross-Reference Table — Public A ct 83-474 

CO N N ECTIC U T COMMON IN T E R E S T  O W N ERSHIP A C T
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• THE CONNECTICUT COMMON INTEREST OWNERSHIP ACT: 
WHAT CONNECTICUT REAL ESTATE ATTORNEYS 

NEED TO KNOW
By

William R. Breetz, Jr., Esq.

Part II
Part I o f this Article, which appeared in the last issue 

o f Perspectives, reviewed applicability and some other 
major concepts of P.A. 83-474, theC onnecticutCom m on 

Interest Ownership A ct (the "A c t"). The A ct becomes 
effective on January 1, 1984, except for the conversion 

provisions which became effective July 8, 1983.

This part examines in greater detail the principal issues 

affecting attorneys who represent buyers and sellers of 
individual units. Part 111 to appear in the winter issue of 
Perspectives w ill examine the impact o f the Act on the 

developer, and on the lender involved in construction 
loans or in securing secondary market commitments 

for end loans in comm on interest communities.

T H E  L A W Y E R 'S  D IL E M M A .

Most Connecticut attorneys will first wrestle with 

the A ct when asked by a purchaser to review a Public 

Offering Statement ("PO S") received from a developer, 
or when representing a u nit buyer or seller on resale. 

This section focuses on the Act from that perspective, 

and asks "w hat should I, as buyer’s counsel, worry 

about?" A subordinate but very real issue that buyer's 

counsel must ask is, "H o w  can I provide adequate 

representation to a client at a fee which the client is 
willing to accept?" The economics o f this equation do 
not always work easily, and a concern voiced repeatedly 

by the drafters of the A ct was how the Act would 
affect buyer's counsel, faced w ith the obligation to 
provide a reasoned explanation of a complex transaction 

at a reasonable price. Although perhaps not readily 

apparent at first reading, the A ct was drafted with a 
standard in m ind of being readily understood, after 
some effort, by the average aviorney. H opefully this 

series of articles will facilitate that process.

AN  O V E R V IE W  FR O M  T H E  B U Y E R 'S  PERSPEC­

T IV E . The individual buyer usually does not have enough 
leverage to cause a change in the project documents of 
a common interest com m unity, although this may not 
by true for lawyers representing m ultip le buyers, or 

buyers in small projects. A t the same time, knowledgable 

counsel often can secure individual concessions in the 

client's sales contract, particularly during the "cooling 
o ff"  period.

Counsel's other roles are to explain the implications 

of the transaction, and to insure that good title  is 

transferred. The POS is helpful in fu lfilling  the former 

role. The greatest consumer protection provided by the 

A ct is disclosure, and the POS should provide buyer's 

counsel the inform ation necessary to evaluate the 

transaction and advise a c lient.1 While the Act provides 

great fle x ib ility  to the developer creating a project, 
it also requires that each o f the development rights to 

be retained be disclosed in detail. Buyers' counsel 

needs to understand the implications o f some o f those 

development rights, as well as greater fle x ib ility  in 

financing afforded the developer in the Act.

Significant warranties and other consumer protections 
are provided by the Act. The m ajority o f the provisions 
benefiting the purchaser are contained in Article 4 of 

the Act, Sections 63 through 82. Special provisions 
benefiting purchasers and tenants in conversion projects 

are contained in Article 5, Sections 83 through 95. The 

A ct also has significant new provisions governing the 

association's relationship to its individual ow ner/m em ­
bers. A buyer should be aware of what the association 

can do for, and to, that buyer.

Finally, a number o f conveyancing matters are treated 

in the Act. These should not affect the buyer's interest, 

but w ill affect the lawyer's role o f insuring transfer of 

good title.

D ISC LO SU R E .

1. Sum m ary of the disclosure provisions of the Act:

a. The A ct generally adopts the same broad dis­

closure requirements imposed on "declarants" - 

typically, the developer - by the Connecticut 
Condom inium  A ct o f 1976, Chapter 825;

b. The Act expands the amount of mandated 

disclosure in significant ways;

c. The A ct applies this increased level of disclosure 

to planned comm unities and cooperatives, where 

no disclosure was previously required;

d. This level o f disclosure applies to all "new " 

projects - that is, projects created aft~r January 1, 
1984 - unless the project or the particular transac­

tion is exem pt from disclosure;



e,. With respect to "o ld " projects - that is, projects 
created before January 1, 1984 - other forms o f

' ♦ disclosure, either the present POS requirements for 
"o ld " condominiums or resale certificates under 
§71 for "o ld " planned comm unities or cooperatives, 

are required of declarants; and

f. A short form of disclosure, the s71 resale 
certificate, is requiredof all unit sellers in nearly all 

projects, both old and new.

2. Applicability and Exemptions. Buyers' counsel 

should know the disclosure to which his or her client is 
entitled, Section 63 discusses applicability of the dis­
closure requirements.

"N ew " Projects. Disclosure must generally be 

provided by a declarant of any com m on interest com­
m unity created after January 1, 1984. Buyers of units 

in nonresidential projects may waive disclosure. Lim ited 

exemptions from disclosure are granted in 563(b) for 
particular transactions - that is, a gift, court-ordered 

disposition, disposition by government, or disposition 

pursuant to a "nonbinding reservation agreement," 

which is a reservation which may be canceled by the 

purchaser at any tim e w ith o t: penalty.2

There are only two significant exemptions from 

disclosure for entire "new " projects; (a) "sim ple" 
planned communities with annual assessments limited 
to S300 per year; and (b) "sim ple" com m on interest 

communities, including condom inium s, containing 12 
or fewer units. Both exemptions have significant lim ita­

tions.3

The collective effect o f these lim itations will be that 

relatively few new projects w ill be free from disclosure 
under those provisions. Some "o ld "  planned communities 
which in fact operate below this figure may wish to 
amend their declarations, under the "o p t-in " provisions 

of tne Act, in order to avoid the necessity o f resale 

certificates um'er §71. Other old projects may find the 

certificates desirable.

Moreover, although there is no statutory mandate 
that disclosure be provided in such cases, the experience 

o f many planned com m unity developers under current 
law is that a POS in some form  is a useful marketing 
device for his real estate broker. For that reason, buyers' 

counsel may find that disclosure will be provided in 
some projects which are not mandated to disclose.

"O ld "  Projects. The POS requirements do not apply 

to projects created before January 1, 1984. Accordingly, 

a pre-Act condom inium  declarant must still provide a 

POS complying w ith Chapter 825, while a declarant of 

either a pre-Act cooperative or planned com m unity 
is not required to provide any POS. In every case where 

delivery of a POS is not required, however, §71 requires 

that every "o ld "  and "new " project unit owner must 

furnish a variety o f documents, including a resale 
certificate, to a unit purchaser before execution o f any 

contract for sale of a unit, or otherwise before convey­

ance. For that reason, declarants offering units w ithout

a POS in projects created before January 1, 1984 will 

be required to com ply with the more lim ited disclosure 

imposed under §71. This should change the practice of 

developers of currently existing planned comm unities 

which are not yet sold out. Buyer's counsel should 

look for the §71 certificates because of the cancellation 

rights and inform ation those certificates provide. See 

the analysis of resale certificates, infra.

3. L iability for Failure to Disclose. Because the Act 
relies prim arily upon disclosure for consumer protection, 

there are 2 forms of liability imposed on declarants who 
fail to properly disclose. I n the case of a complete failure 
to disclose, the consequence is described in §71 (c):

" I f  a person required to deliver a POS fails to provide 

a purchaser w ith the POS and all amendments thereto 

as required by subsection (a), the purchaser, in 
addition to any rights to damages or other relief is 

entitled to receive an am ount equal to 10% of the sale 

price o f the u nit plus 10% of the proportionate share 
o f any indebtedness of the association secured by 

security interests. . . . "

The 10% penalty is designed as an "atom ic bom b", 

requiring no evidence o f actual damages or other proof 

except that the POS or the amendments were not 

delivered as required by statute.

Sections 64(c) and 79 set o ut the standard o f liability 

for failure of the POS to adequately disclose:

"T h e  declarant . . .  is liable to all persons claiming 

an interest in the com m on interest com m unity . . . 
under Section 79 of this A ct for any false or mislead­
ing statement set forth therein or for any omission 

o f a material fact therefrom w ith respect to *k at 
portion o f the public offering statement which . 

prepared. If  the declarant did not prepare any part 
of the public offering statement that he delivers he 

is not liable for any false or misleading statem en t. . .  
unless he had actual knowledge of the statement or 

omission or, in the exercise c f reasonable care, should 

have known o f the statement or omission."
(emphasis added).

Section 79 o f the A ct provides that if a declarant or 

other person fails to com ply w ith  the Act, any person or 

class of persons adversely affected by the failure has a 
claim for appropriate relief, including the right of 
punitive damages for w illfu l failure to com ply and, in 
an appropriate case, reasonable attorneys fees.

From the buyer's perspective, this liability systenl 
represents a significant improvement on the old provi­

sions of §47-90a which provided condom inium  purchasers 
the right to reconvey a unit, in addition to other (un­
specified) remedies, w ithin one year follow ing purchase 

for failure to disclose under Chapter 825. Section 
47-90a w ill, in a sense, self destruct on January 1, 1985, 
one year after the last project may be created under 

Chapter 825.

4. Buyer's Right to Cancel. The 15 day "Cooling O ff"  
period. The Importance o f POS Amendments.

In Section 70(a), the A ct continues current condo­

- 2 -



minium law that permits a purchaser, before conveyance, 

to cancel a sales contract w ithin fifteen (15} days after 

executing it. The right is absolute, and the buyer is 

entitled to full return of any deposit. In an ideal world, 

the buyer's attorney should review the POS during that 
fifteen (15) day period; unfortunately, counsel often 

does not have the opportunity to review the POS until 
a loan com m itm ent has been secured, and the buyer 

realizes that he m ay have to pay an attorney's fee in 

order to close. In some instances, however, the require­

ment in s65(b) that "a declarant prom ptly shall amend 

the POS to report any material changes or inform ation 
to be required to be included in the POS", coupled 
with the requirement in s70(c) that those amendments 

must be provided to a purchaser, may offer additional 

opportunity for negotiation.

Those sections clearly identify the declarant's 

obligation to keep the contract purchaser informed 

of changes in or affecting the project. The requirement 
that amendments to the POS be provided the purchaser 
does not extend the 15 day "cooling o ff"  period. 
Indeed, the delivery of such amendments is required 

even if the cooling o ff  period has expired. The purpose 

of the requirement is to insure that unil: purchasers are 
advised of any material changes in the project which 

may affect their contract under general law. A  material 
change in the project affecting buyer's unit or the 

project as a whole, o f course, would normally constitute 
a novation and such amendments could be significant in 

negotiations between buyer and seller. The penalty for 

failure to prom ptly provide the amendment would 
appear to come w ithin the 10% penalty provisions of 

570(c), although that result is not completely clear from 

the text of the Act.

The impact of possible amendments to the POS is 
often addressed in the declarant's form sales contract, 

since the possibility of future changes in the project 

documents after the project is being marketed haunts 

declarant's counsel. For the same reasons, the relevant 
clauses in the sales contract should concern buyer's 

counsel.

The most common amendment problem faced by 

declarant is that the end lender seeking loan purchase 
commitments from secondary market mortgage buyers - 
FN M A , FHCMC and others - may require changes 
after lender's counsel reviews project documents which 

may have already reached the sales force. The other 
common problem is the declarant who changes his mind 
as to various aspects o f the project, or responds to 

market conditions, after marketing has begun. Some 

developer's counsel seek to avoid these potential pro­

blems by providing, in the sales contract, that the 

declarant reserves the right to unilaterally change the 
POS or declaration as he sees fit. A more balanced 

contract clause would permit document amendments 
to meet requirements imposed by institutional end 
lenders or the secondary market. Buyer's counsel 

should refuse to accept the broader clause, and should 
insist on the right to cancel a contract containing 

either clause if any material changes are made.

5. SubstarioVe Disclosure Requirements.

The broadest disclosure standard of the A ct is con­

tained in §65(a) (19), which requires that the POS " fu lly  

and accurately disclose . . .  (19) all unusual and material 
circumstances, features and characteristics of the 
common interest com m unity and the units." The 

balance o f §s65 through 68 discusses particular items 

of disclosure. Thus:

•  Section 65 discusses disclosure applicable to all 

common interest communities.

•  Section 66 requires additional disclosure for 
projects where development rights are reserved.

•  Section 67 requires additional disclosure for 

projects where units are being sold in tim e shares; and

•  Section 68 requires special disclosures for projects 
which involve conversion of existing buildings.

Disclosure in all Projects. Since §65 require.- many 

disclosures currently required by Chapter 825, this 

part focuses on the mandated disclosure of §65 only to 
the extent it changes current condom inium  law.

As a matter o f style, the actual nam eof acondom inium  

or other com m on interest com m unity need not include 

the form of ownership; thus a condom inium  known as 
"H appy Acres" need not be called "H appy Acres 

C ondom inium " but may sim ply be called "H appy 

Acres".

Section 65(a)(2) requires a declarant to disclose, 
among other things, his schedule of commencement 
and completion o f construction of buildings and ameni­

ties, to the extent known. In considering thvt disclosure, 
the constraints imposed by a construction lender should 

be examined. M any phased project developers will face 

tim e lim its w ith in  which comm itments for construction 

financing in subsequent phases is available.

Subsection (a)(3) requires a declarant to disclose the 

number o f units in the common interest com m unity. 

In an expandable project, the POS should include the 
number of units to be in Phase 1 when the declaration 
will be recorded, while, under Section 66, the POS 
should disclose the number o f units that may ever be 

a part o f a planned com m unity. Unlike current condo­

m inium  law, there is no time lim it on the period w ithin 
which those units may be built, except the declarant's 
self-imposed lim it.

The POS must include 3 brief narrative description of 

contracts or leases that may be subject to cancellation 

by the Association. See §65(a)(4). This includes‘ all 

agreements with the declarant or a related party, any 

management or em ploym ent agreement, any lease of 

parking and recreational facilities, as well as any contract 

or lease which is not "bona fide", or is "unconscionable" 
or "com m ercially unreasonable."

Under subsection (5), the POS must include a budget 

for one year after the first conveyance and thereafter 
the current budget of the association. This mandates 

amendments to the POS for budgets in years after the 
first year. Unlike current law, the budget must include 
assumptions concerning occupancy and inflation. In a 

significant - departure from current law, there is no
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requirement in either a conversion or new condom inium  
or other project, that there be "adequate" or even any 
reserves for repairs or replacement, but the fact that 

there are no reserves in the budget must be disclosed. 

The standard of "adequate" under old law raised a 

series of d ifficult problems.

Subsection (6) requires disclosure of a practice 

known as "lo w  balling." If, as a marketing device, a 

developer intentionally reduces current common ex­

penses in order to encourage sales, and instead provides 
those services himself to the project at no fee during 

the sales period, the anticipated effect of those increased 

services on future com m on charges must be disclosed. 

If a declarant failed to  disclose such uncharged services, 

and they were "m aterial," the declarant might be sub­

ject to liability under §79 for the cost of providing 
those future services.

A ll fees due from  the purchaser at closing must be 

described in the POS; see §65(7). Under §65(9), the 

declarant must describe not only  the financing which he 
is offering, but financing which he may have "arranged."

The declarant, under subsection (12), must disclose 
any unsatisfied judgments or suits pending against the 

association and any other pending suits "material to 
the common interest com m unity o f which the declarant 
has actual knowledge," even though the declarant is 
perhaps not a party to  those actions.

Subsection (17) requires the declarant to disclose the 
extent to which he has arranged financing to complete 

improvements which he is required by his project 

documents or prom otiona1 materials to  complete; 
§§80 and 81 describe the substantive obligation on 

declarants; see that discussion, infra.

Under subsection (18), the declarant is required to 
provide a brief narrative description o f zoning and 

other use requirements "affecting" the com m on interest 

com m unity. This is a potentially significant matter, 

particularly as to abutting and which the developer may 

or may not own or have knowledge of.

Again, §65(d) requires the declarant to prom ptly 

amend his POS to report material changes in the infor­
mation required to be disclosed.

Disclosure o f Development Rights. Under Section 66, 
all the declarant's development rights must be disclosed 

in detail, together with an indication o f the self-imposed 
period of tim e w ithin  which those rights may be exercis­
ed, or w ill lapse. The subjects about which disclosure 
must be made are detailed, although the declarant 

is frequently permitted to state that he "makes no 
assurances" w ith respect to a particular issue.

Section 66(12) is a potentially im portant provision. 
It requires the declarant to describe the extent to which 

any assurances which he has made w ith respect to the 
exercise o f development rights would apply or not 

apply if those rights were not exercised. For example, 

assume a declarant reserved the right to add 50 additional 
acres of land to a condom inium , and assured potential 

purchasers that if he added the land, he would also build 
a swimming pool and 100 townhouses on that land.

The POS would have to indicate what the consequences 

might be, in that case, if the declarant chose not to add 

that land.

Tim e Shares. Section 67 requires particular disclosure 

in the case o f tim e shares. Otherwise, the A ct generally 

does not specifically affect tim e share projects, although 
the general requirem "ts o f §65 would apply.

Conversion Buildings. Section 68 discusses the special 
inform ation w h; :h a POS must contain concerning a 

conversion building. The material required is somewhat 

different than that provided for condom inium s under 

current law. For example, the A ct eliminates the current 
requirement that a 3 year budget o f past building 

expenses be provided, since past operating expenses 
are frequently not available or, when available have 

often borne little relationship to the experience of 

the project after conversion. There are other changes 
which become apparent when this section is compared 

to present §47-88b(a)(1) through (4). im portantly, 
the inform ation required by §68 must be provided even 
in a com m on interest com m unity which contains no 

more than 1 units and where no other diclosure is 
required; see r. 3(b).

6. The Resale Certificate

Section 71 is an important new device benefitting 

buyers and their attorneys in both "o ld " and "new " 

projects. Section 71 applies automatically to all pre­
existing projects, unless exempt. As a result, owners o f 

units in all existing condom inium s, planned com m uni­
ties and cooperatives must provide a resale certificate 

upon resale unless the project is either under 12 units 

or is a project whose declaration restricts annual assess­
ments to  $300 per year; see foo tn ote4 , supra.

Section 71 requires that the buyer be given a copy of 

the declaration, bylaws, rules and regulations o f the 
association, and any current POS if any special declarant 

rights - which include declarant control of the association, 
as well as all development rights - are still outstanding. 

The buyer is also entitled to  a certificate containing 10 
enumerated facts, most o f which relate to the financing 
condition of the project. T w o  o f these - the effect on 
the prm o-.'* ' d -  -,'tion o f rights o f first refusal, and 

the e,;.ent t<. k ’hich m onthly comm on charges have been 

paid - are requii:;d by current law for condominiums, 
although the deadline now  required for delivery is 
sim ply prior to conveyance.

The remaining required inform ation includes fees 

payable by the seller; a statement of the association's 

projected capital expenditures for 2 years; a statement 
o f any reserves of the association; a statement o f any 
judgments against the association, or pending suits in 

which the association is the defendant; a statement of 

insurance coverage; restrictions or lim itations on the 
am ount o f p rofit that a unit owner may secure upon 
sale; and, in a cooperative, an accountant's statement if 
any has been prepared concerning the deductibility of 

any portion o f com m on charges under federal income tax.



The Act requires a unit owner to furnish the certifi­

cate, but- also requires the association to provide the 

seller inform ation that he needs. The certificate must be 

furnished before execution of a sales contract, if there is 

one, and otherwise before conveyance. Subsection (c) 

provides, however, that a u n it owner is not liable to a 

purchaser for failure or delay in providing the certificate.

While the public policy represented by the mandated 

resale certificate is important, the enforcement mechan­

ism has created some controversy among real estate 

brokers. T o  provide a meaningful sanction for delivery 

of the certificate, the purchase contract is voidable by 

the purchaser until the resale certificate has been 

provided and for 5 days thereafter or until conveyance, 
whichever first occurs. No reason is required; this is 
simply an additional "cooling o ff"  period and enforce­

ment mechanism.

Thus, while conveyance cuts o ff any rights of cancel­

lation, a resale purchaser has the right to cancel his 
sales contract for 5 days after a resale certificate is 

delivered. In states which have enacted the Uniform  

Condom inium  Act, this provision has apparently not 
proved to  be a problem. A possible solution to the 

broker's perceived dilemma may be for ihe broker to 
secure the required inform ation from the unit owners 

association when the listing is secured, and provide it 

to every prospective purchaser.

When representing a resale purchaser, buyers' counsel 

should be aware o f the implications o f §71, both as to 
the inform ation which the client is entitled to receive, 

and the 5 day "cooling o ff"  cancellation period that 

it provides.

7. Labeling o f Prom otional Material.

In addition to the POS, §§80 and 81 o f the Act are 

important constraints on a developer's promotional 

activity. Section 80 provides that no promotional 
material may be displayed or delivered to prospective 

purchasers which describes or portrays an improvement 
which is not in existence unless that promotional 

material is conspicuously labeled either "m ust be built" 

or "need not be b u ilt" . Under §81, unless improvements 
are labeled "need not be bu ilt", the declarant must 
complete all im provem t ts depicted on site plans or 

other graphic representations. These sections are likely 

to change the content of prom otional materials in 
significant ways, and thorough counsel would welcome 
the opportunity to compare the prom otional material 
with the POS.

W A R R A N T IE S

Sections 75 through 78 treat ihe express and implied 
warranties provided by a declarant under Act. 
Counsel should be aware that the warranties under the 
Act, combined w ith existing statutory warranties, form 

a complex set o f warranties that sometimes overlap. 

Other statutory warranties include the new home 
warranties under §§47-116 through 120, the 3 year 

"code compliance" warranty of §46-121, C.G.S., and

the federal Magnuson/Moss Act warranties for tangible 

personal property, 15 U.S.C. s2301 et seq.

Express Warranties. Section 75 sets out a series of 

express statutory warranties. No provision of the A ct 

permits waiver o f those express warranties, but the 

warranties are lim ited to the extent that they m ust be 

"relied on by the purchaser." See §75(a). Accordingly, 

it would be useful for counsel to ask the client whether 

or not any representations or promises coming w ith in  

these warranties were made. The fact that a form sales 

contract prepared by the seller provides that no such 

promises were made or relied on - a quite typical provi­

sion - should not be binding on the buyer if such promises 
in fact existed and were relied on. See §§11 [unconsicon- 

ability] and 12 [obligation of good faith] of the A c t; 

see generally, Restatement 2d, Contracts, §§380, 381. 

This appears to be the law in this state and elsewhere. 
See the authority cited in the footnote.4

Section 75(a)(1) provides that representations made 
which relate to the unit, use of the unit, or rights 

appurtenant to the unit or to the common interest 

com m unity, crea ° an express warranty that the unit, 

area improvemei.£S, and related rights and uses w ill 
conform to the representation,

Section 75(a)(2) provides that a model or description 

o f the physical characteristics o f the common interest 

com m unity, including plans and specifications for 

improvements, create an express warranty that the 

com m on interest com m unity will substantially conform  

to  the model or description.

Third, under §75(a)(3), a description cf the am ount 
o f real prof ' rty  comprising the comm on interest com ­

m unity creates an express warranty that the com m on 

interest com m unity w ill conform  to the description.

Finally, a provision that the purchaser may put a 
unit only  to a specified use, such as a residential use, 

is a warranty that th r use is lawful.

Section 75(c) contains a neat compromise between 

competing interests, the effect o f which is not im ­
mediately clear under current Connecticut case law. 

It provides -hat a conveyance of the unit transfers to 
the purchaser all express warranties made by previous 
sellers, but only to the extent that a similar transfer o f 

warranties occurs upon a conveyance under Chapter 

827 of the general statutes. Thus, any rights o f resale 
purchasers to claims against the original declarant m ust 
be interpreted in a future judicial decision.

Implied Warranties. Section 76 deals with im plied 

warranties, which are given to a Duyer upon pruchase 
unless expressly excluded. Those warranties are as 
follows:

Under §76(a), a unit must be in at least as good 
condition at the tim e o f conveyance or delivery o f 
possession as it was at the tim e the sales contract 
was signed.

Section 76(b) (concerning construction quality.) 

Under this section, the declarant warrants that a

- 5 -



unit- and the com m on elements are suitable for their 

intended use and that the improvements made by 

the declarant and by any other person prior to 

creation o f the comm on interest com m unity - an 

important provision in conversion projects - will be 

(1) free from  defective materials and (2) constructed 

according to law, in accordance w ith sound engineer­

ing and construction standards, and in a workmanlike 

manner.

Under §76(c), a declarant warrants to a residential 

purchaser there an existing use does not violate 

applicable law at the tim e of conveyance or occupancy.

Im portantly, the warranties on the common 

elements provided to the purchaser under §76 also 

extend to the association; see s76(g).

Exclusion o f Warranties; L im itation  on Warranty 

Period. Section "/ deals with lim itations or exclusions 
of implied warranties. Most im portantly for the resi­

dential purchaser, no general disclaimer is effective. A 

declarant may disclaim liability in an instrument signed 
by the purchaser "fo r a specified defect or class of 

defects", but o n ly  if that defect "entered into and 
became a part o f the basis of the bargain." The official 

Comments to §4-115 o f the A ct indicate that this 
requirement o f a signed instrument "is designed to 
insure that the declarant sufficiently calls each defect 

or failure to the purchaser's attention and that the 

purchaser has the opportunity to consider the effect 

of the particular defect or failure upon the bargain of 

the parties."

Plainly, buyers' attorney should carefully review the 

closing package prepared by the seller, including any 

such waiver docum ent - which must be in c lud ’d in the 

POS by virtue o f §65(a)(4) - and apprise the client both 

of the rights being waived, and the consequences of 

waiver. Note that, even if implied warranties under 

the Act are waived, the warranty under §47-121, C.G.S., 

which overlaps the Act's warranty, may not be waived.

If the implied warranties are not lim ited or excluded, 
an action to enforce them must be brought by a unit 

owner within 3 years of purchase of a unit or, as to a 
common element, w ith in  3 years after first use. See §78.

O THER S IG N IF IC A N T  B U Y E R  ISSUES

1. ESCROW O F  DEPO SITS

If a purchaser makes any deposit when buying a unit 

from a declarant, that entire deposit must be held in 
escrow; see §72. The declarant himself may not be the 
escrow agent. T h e  A ct does not require payment of 
interest on an escrow deposit, but the parties may 

contract for interest. The escrow requirements apply in 

connection w ith any deposit made by a purchaser, 
whether pursuant to a binding sales contract or a 
nonbinding reservation agreement, and regardless of 
the characterization of the deposit as some other 
form of payment. Counsel for buyers therefore should 
not accept the occasional practice in which a portion of 

a deposit is characterized as a paym ent for custom work

in a separate contract, and thereby alleged not to be 
subject to the provisions of this section. Counsel should 

also be aware of §75(b), which provides that "any person 

who procures the wrongful release of any esc;ow 

funds . . . with intent to defraud the purchaser, shall 

be guilty  o f embezzlement. '

W hile those escrow rules provide important protection 

for buyers, the A ct rejects thecurrent rule o f §47-74d(b),

C.G.S. requiring an escrow of 5% of sales proceeds until 

all com m on elements in a condom inium  are completed. 

This significant lim itation o f cash flow penalizes all 
developers of major phased projects, despite the fact that 

very little  evidence existed of abuse. In those cases 
where developer abuse did exist, the 5% escrow was o f 

very m inim al help.

2. R E L E A S E  O F LIE N S  A T  C LO SIN G

Section 73, on release of liens, states a very different 

rule than that currently existing for condominiums 

under §57-87(a), C.G.S. First, the sect on contemplates 

that there may be underlying liens, either on the unit or 

on the common elements, which the buyer may assume 

and thus which need not be released at closing. Thus, 

the u n it need not be released from liens on potentially 
"w ithdraw able" land, or from liens "which the purchaser 

expressly agrees to take subject to or assume". A 

buyer's willingness to assume a lien, of course, is a 

m atter o f contract.

Moreover, the declarant may convey common elements 
to the association subject to underlying liens in specified 

amounts. It may be anticipated that this device will be 
used in some cases as a means to reduce unit purchase 

prices; this will appear to make the units more com peti­

tively priced and, depending on the underwriting used 

by end lenders, may increase the number of buyers w ho 

qualify for a loan in the project, since their incomes 

may now meet the loan-to-value ratio applied by a 

lender. Such debt structure may help some buyers 

acquire housing they otherwise would not qualify 

for, and may permit declarants to take advantage o f 

favorable blanket mortgages. Thus, buyers in some cases 
will be aided by this fexib ility. The practice should 
have essentially the same economic impact as land leases 
used in some Connecticut projects.

There is, of course, a potential dark side to such 

liens. Debt service on those loans may significantly 

increase comm on charges, and the interest paid bty 
the associat:on on its debt is not 1 ikely to be tax 
deductible to the unit owner, in contrast to the classic 

cooperative result under §216 of the Internal Revenue 
Code. For marginal buyers, the impact o f this debt may 
burden the fam ily budget, particularly if debt service is 
structured as a "springing charge" some years in the 
future. Such charges have been seen in a number o f 

conversion projects where, for example, the manager's 

apartment has been treated as a unit which the asso­
ciation is required to purchase some years in the future, 
when the declarant anticipates that all the units w ill 
be sold. Accordingly, h vnr's attorneys faced w ith
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u n d e r ly in g debt, either on the units or on the comm on 

elements-, should counsel their clients on the financial 

implications of those loans, and the unwelcome surprise 

they may represent.

3. IN SU R A N CE.

Buyer's counsel should be aware of Section 56, which 
imposes significantly different insurance requirements 

than the rules presently existing for condominiums. 

There are, o f course, no current rules affecting planned 

communities and cooperatives, except those imposed 

by the secondary market.

Section 56 is a lengthy section w ith many provisions 

of particular interest to the association. From the 

buyer's perspective, the importance of the section is 

that it requires the association to maintain, to the 

extent reasonably available, casualty insurance of the 
common elements o f not less than 80% of actual cash 

value. The association also must maintain liability 
insurance in an am ount set by the directors or the 

declaration covering all risks com m only “ Mjred against 

for death, bodily injury and property damage arising 
out of or in connection with the use or ownership of 

the common elements. In a building that contains 
units having horizontal boundaries - that is, high rise 

or other buildings where a unit encroaches on the air 
space of another unit • the association must also maintain 

casualty insurance on the units in a m inim um  amount 

of 80% of actual cash value. That insurance need not 

include improvements and betterments installed by unit 

owners. Be aware that even though the Act requires a 

m inim um  of 80% actual cash value - in order to avoid 

co-insurance problems - the current requirements o f the 

secondary market are that the association must carry 

casualty insurance in an amount equal to 100% of 

replacement cost, a substantially more expensive 

product. Obviously, the premiums for* this insurance 

are reflected in the common charges paid by unit 
owners. The owner, as a result, will not be required 

to carry any insurance for his own benefit in many 

projects, other than a contents policy and a personal 
liability policy. The POS is required to describe the 
insurance coverage carried for the benefit of unit owners.

4. A N A L Y Z IN G  D E V E L O P M E N T  R IG H T S  A N D  

F L E X IB IL IT Y .

The buyer's attorney should be aware o f the signifi­

cantly greater fle x ib ility  given a declarant in allocating 
common expense liabilities, votes and comm on element 
interests in projects, as well as creation o f development 

rights. For that reason, he should review and understand 

the developer's flexib ility, to be described in more detail 

in the next part o f this article. A few highlights are 

given here.

Allocated Interests. In a change from condom inium  
law, votes and common expenses may be allocated on 

a basis which is different from each other or from 

common element interests. Com m on expense liabilities, 
for example, may be the same as voting rights, or

common expenses may be allocated on the basis of 

relative size or any other basis, while votes are equal. 
Moreover, a variety o f special allocations of common 
expenses may be made, and the method by which 

these expenses are allocated to various units will have 

a significant impact on an owners' m onthly charges. 

Understanding this, a review of the budget will be very 

helpful, and the impact of "low  balling" should be 

considered.

Development Rights. Buyer's attorneys should under­

stand the concepts o f "convertible land," "convertible 

units", "additional land" and "withdrawable land." 

The buyers risk of unanticipated changes in project's 

quality and lifestyle w ill be substantially greater where 

declarants reserve long time periods w ithin which to 

exercise development rights, and where "no assurances 

are made" respecting such things as future unit sizes, 

styles, amenity packages, or even sufficient units to 

carry front-ended recreational packages.

Changes in U nit Size and M ix. Traditionally, it has 

been assumed that the number o f units in a condom inium  

is fixed by the declaration, and that the boundaries of 

those units are immutable. Sections 31, 32 and 33 of 

the Act, however, provide substantial fle x ib ility  in 

these respects, and unit owners and their lawyers 
ought to be aware of these possibilities.

Section 31 provides that if a person acquires two 

adjoining units, the owner may remove or alter inter­

vening partitions or "create appurtures therein" w ithout 

approval from  the association unless the declaration 
lim its that result. Section 32 provides that, subject 

to the provisions o f the declaration, the boundaries 

between adjoining units may be relocated so that, for 
example, a bedroom belonging to one unit c ". 'd be sold 

to the owner of another unit, changing the uedroom 
m ix. This may be accomplished by agreement of the 

tw o adjoining unit owners.

Finally, under §33, if the declaration affirm atively 

provides for the subdivision o f units, a single unit may 

be subdivided into tw o or more units, or units and 
common elements, or only comm on elements. This 

is likely to be a com m only used device by declarants 

in larger buildings, where entire floors are declared as 
units subject to subsequent partition. In reviewing 

declarant's development rights, a buyer's attorney would 

want to pay attention to the number o f units which 

may be created as a result of subdivision, and whether 

that space might become comm on elements to be 

supported by comm on charge'

Exercising Development Rights. The A ct resolves a 

number o f issues which have plagued both developers' 
and association counsel over many years. Section 35 
makes clear that the declaram may maintain sales 

offices, management offices and models in the units, 
but only if the decb'-.tion permits them. It also pro­
vides that the aeclarant may maintain signs on the 

common elements. Section 36 provides that the declarant 

has an easement through the comm on elements necessary
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for exercising whatever rights he may have reserved in 

the Act, .

Having a picture in mind of how development rights 

may be exercised over time and realizing the greai. 

extent of the developers fle xib ility  w ill permit buyer's 
counsel to analyze a project in general terms much 

more quickly than tlie layman. Since the Act presumes 

a free market will control the possible excesses of the 

development com m unity, and since the POS is designed 

to facilitate an understanding o f reserved development 

rights, the attorney may increasingly become the only 
"outside expert" available to advise the unwary buyer. 

The task is a formidable one.

5. D E C L A R A N T 'S  L IA B IL IT Y .

Buyer's counsel should be aware that the declarant 

and any association directors appointed by him are 

fiduciaries of unit owners under the Met, so long as they 
control the association; see §46(a)(1). As such, they 

have substantial liability to unit owners for expenses 

that they may cause or force upon the association 

during the period of declarant control.

Buyer's counsel will also want to be aware of Section 

54 of the Act. which provides that only the declarant is 

liable for his torts in connection with any part of the 

common interest com m unity which he has the respon­

sibility to maintain. A dditionally, a unit owner is 
insulated from any claims arising from wrongs done by 

the association; if that wrong occurred during the period 

of declarart control, the declarant alone, and not the 
association, is liable for losses not covered by insurance. 

Declarant is also liable for all costs that the association 
incurs as a result o f breach of contract or other wrong­

ful act or omission. A ny statute of lim itations affecting 
the association's right of action against the declarant 

is tolled until after the period o f declarant control 
terminates, and a u nit owner is not precluded from 
maintaining an action under this section because he is 

a unit owner or because he is a member of the association. 
The association may bring an action against the declarant, 
or any other person, as representative o f all the unit 

owners; see §45(a)(4).

6. LIE N S  R E S U L T IN G  FR O M  JU D G M E N T S  
A G A IN S T  TH E  A S S O C IA TIO N .

Section 60 has a potentially significant impact on 
unit owners. Basically, the section provides that a money 

judgment against the association, if recorded, is not a 
lien on the common elements but is a lien against all 

the units in the comm on interest com m unity at the 

time the judgment was rendered. Section 60 represents 
a significant, and somewhat controversial, policy re­
specting the best means o f enforcing money judgment 

against associations. The section is designed to enhance 

the ability of associations to secure services from 

creditors, and recognizes that the units rather than the 

common elements are usually the economic basis of 
the project. If a money judgment is rendered against 

the association, it may not be recorded for at least 
thirty (30) days, and the association is required under

subsection (c) to prom ptly send notice o f the judgment 

to each unit owner. This is intended to insure that the 
unit owners w ill be aware of the lien about to be created 

on their units. If  liens on units are created as a result 
of the judgment, subsection (b) permits a unit owner 

to secure a release of that lien by paying his pro rata 
share of the lien, or by posting a bond.

7. A S S O C IA T IO N 'S  L IE N  FO R C O M M O N

CH AR G ES.

Buyer's counsel should be aware of the increased 

power which the association has to enforce its lien for 

common charges, fines and other charges against u n ;t 

owners. These rights are generally described in §s59 

and 60. In summary, the association has a statutory 

lien for its common charges, and no further record 

notice of the lien need be made by the association. To 

the extent of six months common charges, the associa­

tion also has a "super lien" which is senior even to 
first mortgages on the unit which become effective 

after the effective date o f the Act.

8. S P E C IA L P R O V IS IO N S  A P P L IC A B L E  TO

C O N V E R S IO N  B U ILD IN G S .

The A ct attempts to clarify the special rules in 

Connecticut for the protection of conversion tenants. 
They are im portant both for tenants who want to buy, 

and tenants who wish to continue renting. For the 
investor buying an occupied conversion unit, these rules 

potentially spell the difference between a profitable 
and a poor investment.

Section 84 defines several terms, including "conversion 
notice", "converted u nit", "conversion tenant", and 

"transition period” , being a period of tim e beginning on 
the date a tenant's apartment becomes a "converted 
u n it"  and ending 180 days after the tenant receives a 

conversion notice, or, if later, at the expiration of his 
lease.

Conversion tenants have the follow ing rights, subject 
to certain qualifications which should be reviewed:

1. Under Section 85, tenants must be given at 
least 180 days notice prior to the tim e the tenant will 
be asked to vacate his unit.

2. Under Section 86, after receipt o f a conversion 

notice a tenant has a 60 day exclusive right to pur­
chase the unit that the tenant occupies.

3. Under Section 87, after the tenant receives a 

conversion notice, he may terminate any existing 
lease on 30 days notice, regardless how long the lease 
may have to run.

4. Under Section 88, some conversion tenants are 
entitled to a relocation payment equal to the greater 

of 2 months rent or S 1,000, whichever is greater. 

Relocation pavm enti are payable only if a tenant's 
"household income" is less than S21,000 if the 
tenant is unmarried, or 525,000 if married. A tech­
nical question, unanswered by the Act, is what 
constitutes a "household", if 2 or more unrelated 
persons or groups o f persons are living in an apart­
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ment, with or w ithout a lease, at the tim e it becomes 

a converted unit. Whatever the Legislature intended, 
it is entirely possible, and com m on in many cultures, 

that several "households" may occupy a single 
apartment.

5. During a tenant's transition period, every con­

version tenant may be evicted only for "good cause". 

"G ood cause" includes refusal to pay a fair and 

equitable rent increase.

6. After his or her transition period ends, a conver­
sion tenant may be evicted for any reason, including 

expiration o f a lease, unless that tenant is also a 

"protected tenant". A "protected tenant" is any 

tenant living in a building or complex containing 

7 or more units who is either over 62 years old, 
blind or physically disabled or whose spouse, sibling, 
parent or grandparent living w ith that tenant meets 

those criteria. There is no income lim itation.

7. A  protected conversion tenant may never be 

evicted, except for "good cause", prior to January 1, 
1988. We may exspect that the Legislature will be 

asked to eliminate the 1988 deadline.

8. Under Section 90, a conversion tenant's rent 

may not be increased during his or her transition 

period for any reason. A fter the transition period 
ends, a conversion tenant's rent, whether or not 
protected, may be increased only  to the extent the 

increase is "fair and equitable", based on the same 

criteria considered by fair rent commissions. A t 

least 60 days notice of any proposed rent increase 

must be given to a conversion tenant.

These rules obviously offer significant insulation for 

existing tenants from  the consequences o f conversion; 
Conversely, they may significantly affect the market 

value of an apartment building, particularly one occupied 
by a predom inantly elderly group of tenants. This 

insulation does not presently extend to tenants in 

units who first rent after the unit is either converted, 

or who rent units in a newly constructed building 
subjected to a declaration before the tenant occupies. 

It is likely, however, that legislation w ill be introduced 
in the 1984 Legislature seeking to reverse that result. 
This would extend the so-called "subjective rent 

control" o f fair rent commissions to all new apartment 

and condom inium construction in Connecticut, posing 
substantial issues of public policy.

M IS C E L L A N E O U S  C O N V E Y A N C IN G  ISSUES.

The Act imposes a variety of changes which do not 
particularly affect the buyer's interest, but may affect 

the practice of lawyers representing buyers and sellers 
of units in common interest communities.

1. Description o f U nit Boundaries. Current condo­

m inium  practice is to include an extended description, 
in the declaration, o f what portions o f the building are 

part of the unit and which portions are part o f the 
common elements. In an attem pt to obviate the need 

for this extended description, §22 of the A ct permits 
the declarant to sim ply designate the "walls, floors and

ceilings" as the boundaries o f the unit. The declarant 
is not obliged to use that description, but if he does, 

§22 describes what the consequences of such a descrip­

tion are. As a result, in a normal high rise building, 

"walls, floors and ceilings" may be the only boundary 

descriptions contained in the declaration and that 

should serve the need of most owners.

2. Legal Descriptions o f Units; Lim ited Common 

Elements.

Section 24 is a concise statement o f all that must be 
said w ith respect to the unit in order to constitute a 

legally sufficient description. Henceforth, if; (1) the 

name o f the comm on interest com m unity; (2) the 

recording data for the original declaration; (3) the town 
in which the com m unity is located; and (4) the id en tify­

ing number o f the unit, are stated in a deed or mortgage, 

that is a legally sufficient description of the u nit and all 

rights, obligations and interests appurtenant to that 
unit, including its lim ited com m on elements. Thus, 

it would be legally sufficient to  deliver a warranty deed 

to "U n it 6 in Happy Acres, Hartford, Connecticut, the 

declaration o f which is recorded in Volum e 2000, Page 

192 o f the Hartford Land Records." Caveat: if a buyer 

indicates that there are lim ited comm on elements 

appurtenant to the unit he wants to buy - parking spaces, 

patios, balconies, storage areas, sheds, garages, etc. - 

counsel should insure that the declaration has clearly 
achieved the intended result, and that the client under­

stands whether he, or the association, must pay to 
maintain them.

3. Title  Searching. Section 37 describes the method 

by which amendments to the declaration are made and 

the manner in which they are recorded. Because the 
A ct changes the current method by which certain 

amendments to the declaration are made and indexed, 
an attorney searching the title  o f a unit in a common 
interest com m unity created after January 1, 1984 

should be aware o f the provisions of §37.

Section 37 provides that an amendment to the de­
claration "shall be indexed in the grantee's index in 
the name of the comm on interest com m unity and the 

association and in the grantor's index in the name of 

the parties executing the amendm ent." Often, the 
association w ill be the grantor. The one exception is 
contained in Section 32(a) o f the A ct w ith respect to 

amendments concerning a boundary between adjoining 

unit... I n cases o f boundary amendments, the amendment 
must be indexed in the name of the grator and the 

grantee, uj well as in the name o f the association. The 

declaration itself must be indexed in the grantee's 
index in the name of the comm on interest com m unity 

and the association and in the grantor's index in the 
name of each person executing the declaration. See §21. 

Thus, a lawyer interested in obtaining a clear record of 
all amendments to the declaration affecting e particular 

unit would run the name of the comm on interest 
com m unity in the grantee's index, run the name of the 

association in both the grantees' index and the grantors' 
index, and run the seller's title  in the usual fashion.
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FOOTNOTES

1 The limitations of space do not permit an extended 
discussion of what might be done to create a clearing house in 
Connecticut of summaries of project documents. The fact is that 
at various times in the development of a project, documents are 
reviewed in detail, and it would be a relatively simple process 
for lenders or title companies to require written summaries to be 
prepared by reviewing counsel of all projects in excess of, say, 
20 units. A  cooperative effort by lenders and title companies 
across the state to compile such summaries in a standard format 
and in a central location woulo provide a great service, at reason­
able cost, to buyers, attorneys, brokers, property managers 
and spot lenders.

2 While no POS is required under the Act before a buyer 
signs a nonbinding reservation agreement, see 563(b)(5), this 
has not been the case under current condominium law. See 
§47-74f (a), C .G .S .

3 With respect to a planned community project, 563(d)(7) 
provides that disclosure is not required in a planned community 
"in which the declaration limits the maximum annual assessment 
of a*ny unit to not more than S300", as adjusted for the Consumer 
Price Index. To enjoy this exemption, however, (1) the declarant 
must have a reasonable and good faith belief that the assessment 
will be sufficient to pay the assessment to the project; (2) the 
declaration may not be amended to increase the assessment 
during the period of declarant control without 100% unit owner 
consent; and (3) the planned community may not be subject to 
any development rights, such a expandability.

Under 516(c), if a common interest community contains no 
more than twelve units and is not subject to development rights, 
no POS or resale certificate is required. This changes the result 
in condominiums under current law, where disclosure is required 
for all condominiums regardless of size. This continues the 
present result in small cooperatives and planned communities, 
however, since no disclosure is required in any such project. 
The public policy inherent in this exemption reflects the fact 
that disclosure in a simple under-13 unit project may cost more 
than the benefits conferred.

%

4 Cases such as Ursini v. Goldman, 118 Conn. 554, 173 A. 
789 (1934), and Corona v. Esposito, 230 A .2d 624 (Conn. 1966), 
hold that a party to a written contract is not bound by its terms 
if something was said or done to mislead the party. In Corona, 
the purchaser of an automobile under a contract which stated 
that buyer took "as is" was permitted to rescind because contrary 
oral representations were made before the contract was signed. A 
misrepresentation of a material fact, even if not intentionally 
made, is sufficient to permit rescission of a written contract. See 
State v. Hartford Acc. and Inden Co., 138 C o nn .334,341 (1951). 
Cancellation of a contract for the purchase of real estate is no 
different. See, e.g., Sinder v. Sinder, 171 A ,2d 248 (Maryland 
1961).
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Sen. P a t r i c k  M. R o d e y  
A l a s k a  S t a t e  L e g i s l a t u r e  
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J u n e a u ,  Alaska, , 99811

I a m  w r i t i n g  y o u  to u r g e  y o u r  s u p p o r t  f o r  p a s s a g e  
of a n e w  U n i f o r m  C o m m o n  O w n e r s h i p  I n t e r e s t  Act this 
s e s s i o n .  W e  h a v e  l o n g  n e e d e d  a b e t t e r  d e f i n i t i o n  
a n d  c l a r i f i c a t i o n  of the rights and r e s p o n s i b i l i t i e s  
o f  b o t h  d e v e l o p e r s  a n d  i n d i v i d u a l  p r o p e r t y  o w n e r s .  
T h e  e x i s t i n g  H o r i z o n t a l  P r o p e r t y  R e g i m e s  Act does 
n o t  s u f f i c i e n t l y  a d d r e s s  the s i t u a t i o n .  The c o n­
ti n u e d  g r o w t h  and the c h a n g e s  in o u r  h o u s i n g  
stock, p a r t i c u l a r l y  the i n c r e a s e  in m u l t i - f a m i l y  
u n i t s ,  m a k e s  e n a c t m e n t  of an i m p r o v e d  law even 
m o r e  i m p o r t a n t .

A g r e a t  deal of w o r k  has b e e n  d o n e  this s e s s i o n  to 
r e f i n e  the p r o p o s e d  U n i f o r m  C o m m o n  O w n e r s h i p  
I n t e r e s t  Act, and I w o u l d  a p p r e c i a t e  y o u r  s u p p o r t  
f o r  the l e g i s l a t i o n .



A L A S K A  M O R T G A G E  B A N K E R S  A S S O C I A T I O N
P.O . BOX 4-2691 /A N C H O R A G E . A LA S K A  9S503

A p r i l  4, 1 9 8 5

S e n a t o r  Pat R o d e y  
S e n a t e  J u d i c i a r y  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A l a s k a  99811 

D e a r  S e n a t o r :

T h e  A l a s k a  M o r t g a g e  B a n k e r s  A s s o c i a t i o n  is a n  o r g a n i z a t i o n  w h i c h  
r e p r e s e n t s  29 f i n a n c i a l  i n s t i t u t i o n s  c o m p o s e d  of f o u r  n a t i o n a l  
b a n k s ,  five s t a t e  ba n k s ,  f o u r  c r e d i t  u n i o n s ,  two s a v i n g s  a n d  
l o a n  a s s o c i a t i o n s ,  13 m o r t g a g e  c o m p a n i e s  a n d  one s a v i n g s  b a nk, 
c o l l e c t i v e l y  e m p l o y i n g  in e x c e s s  o f  6 , 0 0 0  p e o p l e  in the s t a t e  of 
A l a s k a .

T h a n k  y o u  f o r  the o p p o r t u n i t y  to c o m m e n t  o n  the J u d i c i a r y  S u b­
st i t u t e  f o r  S e n a t e  Bill 44, the U n i f o r m  C o m m o n  I n t e r e s t  O w n e r­
s h i p  Act.

T h e  A l a s k a  M o r t g a g e  B a n k e r s  A s s o c i a t i o n  h a s  r e v i e w e d  the bill, 
a n d  w h i l e  it a p p e a r s  to o f f e r  some i m p r o v e m e n t s  o v e r  c u r r e n t  
s t a t u t e s ,  it is a n  e x t e n s i v e  p i e c e  o f  l e g i s l a t i o n  w h i c h  s h o u l d  
be t h o r o u g h l y  r e v i e w e d  in o r d e r  to a s c e r t a i n  its full i m p a c t .

F o l l o w i n g  are s o m e  s p e c i f i c  c o m m e n t s :

S e c t i o n  3 4 . 0 8 . 0 3 0 :  T h i s  s e c t i o n  p r o p o s e s  to e x e m p t  s m a l l  and 
l i m i t e d  e x p e n s e  c o m m o n  i n t e r e s t  c o m m u n i t i e s  f r o m  m o s t  of the 
b i l l ' s  r e q u i r e m e n t s ;  h o w e v e r ,  s i n c e  t h e s e  c o m m u n i t i e s  w o u l d  not 
be e x e m p t  if t h e y  are " . . . s u b j e c t  to f i n a n c i n g  f r o m  tbe A l a s k a  
H o u s i n g  F i n a n c e  C o r p o r a t i o n . . . " ,  in r e a l i t y  t h e r e  will be few, 
if any, c o m m u n i t i e s  e l i g i b l e  for e x e m p t i o n .

S e c t i o n  3 4 . 0 8 . 3 3 0  (e): T h i s  s e c t i o n  r e q u i r e s  a d d i t i o n  o f  u n i t  
o w n e r s ,  o t h e r  t h a n  the d e c l a r a n t ,  to the E x e c u t i v e  B o a r d  u p o n  
c o n v e y a n c e  o f  25 p e r c e n t  a n d  50 p e r c e n t  o f  the u n i t s  t o  i n d i v i­
d u a l  u n i t  o w n e r s .  W h i l e  the c o n c e p t  o f  i n d i v i d u a l  u n i t  o w n e r s '  
r e p r e s e n t a t i o n  o n  the E x e c u t i v e  B o a r d  has m e r i t ,  c o m p l i a n c e  wi t h  
t h i s  r e q u i r e m e n t  w o u l d  p r o b a b l y  r e s u l t  in a n e w  r e q u i r e m e n t  of  
the l e n d e r s  b y  A H F C  w h i c h  w o u l d  be d i f f i c u l t  to m o n i t o r  s i n c e  
t y p i c a l l y  the l o n g  term l o a n s  o n  i n d i v i d u a l  u n i t s  c l o s e  at m a n y  
d i f f e r e n t  l e n d i n g  i n s t i t u t i o n s .

(f) T h i s  s e c t i o n  r e q u i r e s  a m i n i m u m  of three m e m b e r s  o n  E x e c u­
tiv e  B o a r d s .  T h e r e  a r e  a f e w  A s s o c i a t i o n s  c o m p r i s e d  of  o n l y  2 
u n i t s  .
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S e c t i o n  3 4 . 0 8 . 3 4 0 :  T h i s  s e c t i o n  r e q u i r e s  i n s p e c t i o n  of  the c o m­
m o n  a n d  l i m i t e d  c o m m o n  a r e a s  by a c e r t i f i e d  a r c h i t e c t  o r  e n g i­
neer. T h i s  t y p e  o f  i n s p e c t i o n  is t y p i c a l l y  p e r f o r m e d  by a fee 
a p p r a i s e r  w h o  p r o v i d e s  a list o f  u n f i n i s h e d  items. If the i tems 
c a n n o t  be c o m p l e t e d  d u e  to w e a t h e r  o r  o t h e r  a d v e r s e  c o n d i t i o n s ,  
it is n o r m a l  f o r  a c a s h  e s c r o w  to be e s t a b l i s h e d  to a s s u r e  c o m­
p l e t i o n  .

It s h o u l d  be n o t e d  that t h r o u g h o u t  the bill, p e r f o r m a n c e  of 
c e r t a i n  i t e m s  is r e q u i r e d  by p e r s o n s  o t h e r  th a n  t h o s e  w h o  t y p i­
c a l l y  p e r f o r m  t h e s e  f u n c t i o n s .

S e c t i o n  3 4 . 0 8 . 3 5 0 ,  T r a n s f e r  of S p e c i a l  D e c l a r a n t  R i g h t s  is of 
p a r t i c u l a r  c o n c e r n  to c o n s t r u c t i o n  l e n d e r s .  T h e  c o n c e p t  a p p e a r s  
to be that a l e n d e r  o b t a i n i n g  title t h r o u g h  proc e s s  o f  f o r e c l o­
sure, d e e d  in l i e u  o f  f o r e c l o s u r e ,  sale u n d e r  B a n k r u p t c y  Act, 
etc. is p r o t e c t e d  f r o m  a d d i t i o n a l  l i a b i l i t y  or o b l i g a t i o n  as 
a D e c l a r a n t  if the l e n d e r  d e c l a r e s  " . . . i n  a r e c o r d e d  i n s t r u m e n t  
a n  i n t e n t i o n  to h o l d  the r i g h t s  s o l e l y  f o r  t r a n s f e r  to a n o t h e r  
p e r s o n . . . " .  In r e a l i t y ,  a l e n d e r  o f t e n  must a s s u m e  c o m p l e t i o n  
a n d  m a i n t e n a n c e  o f  the p r o j e c t  in o r d e r  to h o l d  sales t r a n s a c­
tions  t o g e t h e r ,  m a i n t a i n  a go o d  r e l a t i o n s h i p  w i t h  e x i s t i n g  • 't 
o w n e r s  a n d  a v o i d  p o t e n t i a l l y  e x p e n s i v e  l i t i g a t i o n .  By the i 
a c o n s t r u c t i o n  l e n d e r  m u s t  ta k e  o v e r  p r o p e r t y  t h r o u g h  f o r e c l o­
sure, d e e d  in lieu, etc., the p r o j e c t  u s u a l l y  has a p o o r  image 
in the c o m m u n i t y  w h i c h  w o u l d  o n l y  be w o r s e n e d  by p u t t i n g  the 
p r o j e c t  o n  h o l d  p e n d i n g  sale by  the l e n d e r  to a n o t h e r  pers o n .
T h e  u t i m a t e  r e s u l t  o f  this bill c o u l d  be to p l a c e  the l e n d e r  
in a p o s i t i o n  of  i n c r e a s e d  l i a b i l i t y .

S e c t i o n  3 4 . 0 8 . 4 7 0 ,  L i e n  for A s s e s s m e n t s : T h i s  s e c t i o n  w o u l d  give 
a m a x i m u m  of 6 m o n t h s 1 A s s o c i a t i o n  d u e s  p r i o r i t y  l i e n  r i g h t s  
o v e r  a first m o r t g a g e .  T h e  A l a s k a  M o r t g a g e  B a n k e r s  A s s o c i a t i o n  
h a s  r e q u e s t e d  a p o l i c y  s t a t e m e n t  from the F e d e r a l  N a t i o n a l  M o r t­
g a g e  A s s o c i a t i o n  (FNMA) r e g a r d i n g  this item. Paul V e r g e t s ,  C o u n­
sel f o r  F N M A  in Los A n g e l e s ,  has s t a t e d  v e r b a l l y  that if this 
s e c t i o n  b e c a m e  law, F N M A  m a y  r e q u i r e  1) all A s s o c i a t i o n  d u e s  be 
c o l l e c t e d  o n  a m o n t h l y  b asis (some A s s o c i a t i o n s  c u r r e n t l y  c o l­
lect a n n u a l l y ) ,  2) A s s o c i a t i o n  du e s  be i n c l u d e d  in the M o r t g a g e  
P a y m e n t .  It e m  2 w o u l d  g r e a t l y  i n c r e a s e  the r e s p o n s i b i l i t i e s  a n d  
p a p e r w o r k  of m o r t g a g e  s e r v i c e r s .  A l t h o u g h  F N M A  m a y  not o w n  m a n y  
lo ans in the m a j o r i t y  of A l a s k a  C o m m o n  I n t e r e s t  C o m m u n i t i e s ,  
it d o e s  o w n  s o m e  loans in m a n y  of the p r o j e c t s ,  and the i m p a c t  
o f  s u c h  a r e q u i r e m e n t  c o u l d  be e x t e n s i v e .  As  s u p p o r t  for o u r  
r e q u e s t  for t h o r o u g h  r e v i e w  of this bi l l  p r i o r  to p a s s a g e ,  we  
w o u l d  b r i n g  y o u r  a t t e n t i o n  to a l a w  w h i c h  p a s s e d  in U t a h  in 1983 
w h i c h  g a v e  A s s o c i a t i o n s  p r i o r i t y  l i e n  r i g h t s .  O n c e  the i m p a c t  
o f  the l a w  w a s  d i s c o v e r e d  ( i n a b i l i t y  to sell the l oans o n  the 
s e c o n d a r y  m a r k e t ,  w h i c h  q u i c k l y  a f f e c t e d  c o n d o m i n i u m  v a l u e s ) ,  
the l a w  w a s  r e s c i n d e d  in s p e c i a l  l e g i s l a t i o n .  It is o u r  u n d e r­
s t a n d i n g  the w o r d i n g  of the U t a h  law w a s  d i f f e r e n t  t h a n  S e n a t e  
Bill 44; h o w e v e r ,  it do e s  p o i n t  out the p r o b l e m s  w h i c h  c a n  o c c u r  
w h e n  l e g i s l a t i o n  is e n a c t e d  p r e c i p i t o u s l y .



S e c t i o n  3 4 . 0 8 . 5 2 0  t h r o u g h  3 4 . 0 8 . 5 9 0 :  T h e s e  s e c t i o n s  r e l a t e  to 
r e q u i r e m e n t s  for i n f o r m a t i o n  to be f u r n i s h e d  to p u r c h a s e r s  of  
u n i t s .  T h e  r e q u i r e m e n t s  a r e  b u r d e n s o m e ,  at t i m e s  w i t h  u n w o r k a b l e  
time f r a mes, and a p p e a r  to add s u b s t a n t i a l  l i a b i l i t y  to E x e c u­
tive B o a r d s ,  d e v e l o p e r s  a n d  l e n d e r s .

S e c t i o n  3 4 . 0 8 . 5 3 0  (11) T h i s  s e c t i o n ,  a l l o w i n g  a b u y e r  15 days 
a f t e r  r e c e i p t  o f  the p u b l i c  o f f e r i n g  s t a t e m e n t  in w h i c h  to c a n­
cel a c o n t r a c t  for p u r c h a s e  o f  a u n i t ,  c o u l d  p r o v e  c o s t l y  to 
a d e v e l o p e r .  U nits wi l l  be h e l d  o f f  the m a r k e t  d u r i n g  the w a i t­
ing p e r i o d ,  w i t h  u n c e r t a i n t y  as tc the sale, or if not h e l d  off 
the m a r k e t ,  m a y  r e s u l t  in l i t i g a t i o n  if " s o l d "  to m o r e  th a n  one 
p u r c h a s e r .  In most i n s t a n c e s ,  p u r c h a s e r s  who, s h o r t l y  a f t e r  
s i g n i n g  a c o n t r a c t ,  d e c i d e  t h e y  d o  n o t  w i s h  to p u r s u e  the t r a n s­
ac t i o n ,  r e c e i v e  t h e i r  E a r n e s t  M o n e y  b a c k  f r o m  the s e l l e r .  T h i s  
r q u i r e m e n t  will r e s u l t  in a d d i t i o n a l  c a r r y i n g  c o s t s  to the 
s e l l e r  w h i c h  w i l l  u l t i m a t e l y  be p a s s e d  t h r o u g h  to b u y e r s  in 
h i g h e r  s a l e s  p r i c e s .

(17) r e q u i r e s  d i s c l o s u r e  o f  f i n a n c i a l  a r r a n g e m e n t s  on a d d i t i o n a l  
p h a s e s .  W h i l e  l e n d i n g  i n s t i t u t i o n s  m a y  a n t i c i p a t e  f i n a n c i n g  all 
p h a s e s  o f  a p r o j e c t  it is n°f t y p i c a l  to c o m m i t  to a d d i t i o n a l  
l e n d i n g  p r i o r  to c o m p l e t i o n  a n d  m a r k e t i n g  o f  the, c u r r e n t  phase.

S e c t i o n  3 4 . 0 8 . 7 0 0 :  T h i s  s e c t i o n  r e q u i r e s  s u b s t a n t i a l  c o m p l e t i o n  
be " . . . e v i d e n c e d  by a r e c o r d e d  c e r t i f i c a t e  o f  s u b s t a n t i a l  c o m­
pl e t i o n  e x e c u t e d  by  an  i n d e p e n d e n t  r e g i s t e r e d  a r c h i t e c t ,  s u r v e­
yor  o r  e n g i n e e r ,  or  b y  i s s u a n c e  o f  a c e r t i f i c a t e  o f  o c c u­
p a n c y . . . " .  C e r t i f i c a t e s  o f  O c c u p a n c y  are n o t  a v a i l a b l e  in m a n y  
a r e a s  o f  A l a s k a .  R e q u i r e m e n t  o f  a c e r t i f i c a t e  b y  a r e g i s t e r e d  
a r c h i t e c t ,  s u r v e y o r  o r  e n g i n e e r  a g a i n  a d d s  to the cost, b o t h  
d i r e c t  c o s t s  a n d  t h o s e  d u e  to d e l a y .  F i n a l  i n s p e c t i o n  are t y p i­
ca l l y  p e r f o r m e d  by fee a p p r a i s e r s ;  r e q u i r e m e n t  o f  p e r f o r m a n c e  by 
o t h e r  e n t i t i e s  a p p e a r s  to set up a n o t h e r  l a y e r  o f  p a p e r w o r k ,  
d e l a y  and e x p e n s e .

We h a v e  m e n t i o n e d  p r o b l e m s  w h i c h  a r e  i m m e d i a t e l y  a p p a r e n t .  T h e r e  
are m a n y  o t h e r  a r e a s  o f  c o n c e r n  w h i c h  h a v e  n o t  b e e n  a d d r e s s e d ,  
as w e  d o  n o t  u n d e r s t a n d  t h e i r  full i m p a c t  at this time. T h e  bi l l  
w o u l d  r e q u i r e  i n c r e a s e d  p o l i c i n g  o n  the part o f  l e n d e r s  by  s e c o n­
d a r y  m a r k e t  i n v e s t o r s ;  r e a l i s t i c a l l y ,  this will r e s u l t  in h i g h e r  
fees t o  d e v e l o p e r s  a n d  t h e r e f o r e ,  h i g h e r  c o s t s  to h o m e b u y e r s .

T h e  S e c t i o n  A n a l y s i s  is b r i e f  and, in o u r  o p i n i o n ,  m i s l e a d i n g ,  
in th a t  it g l o s s e s  o v e r  the a c t u a l  i m p a c t  of  the bi l l  o n  d e v e l o­
pers, le n d e r s ,  E x e c u t i v e  B o a r d s  a n d  the s e c o n d a r y  m a r k e t .

F i n a l l y ,  e n f o r c e m e n t  o f  this bi l l s '  p r o v i s i o n s  w i l l  be b y  l i t i­
ga t i o n ,  w h i c h  will b e n e f i t  few o u t s i d e  the l e g a l  c o m m u n i t y .
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T h e  A l a s k a  M o r t g a g e  B a n k e r s  A s s o c i a t i o n  is r e a d y  and w i l l i n g  
to w o r k  w i t h  the l e g i s l a t u r e  a n d / o r  l e g i s l a t i v e  s t aff o n  this 
b ill, but we u r g e  y o u  to f u l l y  c o n s i d e r  the i m p a c t  a n d  d e l a y  
p a s s a g e  u ntil all s e c t i o n s  c a n  be t h o r o u g h l y  r e v i e w e d .

S i n c e r e l y ,

J o n  R. Boyd 
D i r e c t o r
A l a s k a  M o r t g a g e  B a n k e r s  A s s o c i a t i o n

a t t a c h m e n t :  M e m b e r s h i p  list, A l a s k a  M o r t g a g e  B a n k e r s  Assoc.
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TO: SENATORS FAIKS, HALFORD, RODEY

R li P R li S E N T A TIV li U li H I.. IN G

FROM: WILEY BROOKS
120O I STREET
ANCHORAGE, ALASKA 9950 i (1-1)277-2484

SUBJ: SB44

I BELIEVE IT IS EXTREMELY IMPORTANT t h a t SB 44 BE ENACTED THIS 
SESSION. IT IT'S A GOOD BILL FOR DE/ELOPERS, LENDERS, MANAGERS
AND MOST IMPORTANTLY COMMUNITY ASSOCIATION UNIT OWNERS. I URGE
THAT YOU DO ALL WITHIN YOUR MEANS TO INSURE THIS BILL BECOMES LAW 
SOON, SIGNED, WILEY BROOKS - PRESIDENT. ELECT, ALASKA CHAPTER OF 
R,E* MANAGEMENT,

EOii
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DEPARTMENT OF COMMERCE A 
ECONOMIC DEVELOPMENT

D IV IS IO N  O F  BA N K IN G , S E C U R IT IE S  £. C O R PO R A T IO N S

April 4, 1985

P O U C H D  
JUN EA U , A LASKA  99811

B an k in g  & S e c u r it ie s  (9 0 7 ) 465 -2 521
C o rp o ra t io n s  S e c t io n  (9071 4 6 5 -2 5 3 0

A N C H O RA G E

C o rp o ra t io n  In fo rm a t io n  (9 0 7 ) 5 6 3 -2 163

BILL SHEFFIELD, GOVERNOR

Honorable Patrick Rodey 

Chairman
Senate Judiciary Committee 
Pouch V

Juneau, Alaska 99811

Dear Senator Rodey:

Re: Senate Bill 44

"An Act relating to the Uniform 
Common Interest Ownership Act"

I would like to address my comments to proposed AS 34.08.570 on page 66, 
line 6, of the bill.

That section provides that if an interest in a common interest community 
is currently registered with the United States Securities and Exchange 
Commission (SEC), the declarant may rely on the public offering statement 

authorized by the SEC rather than using a public offering statement as 
provided for by Section 530.

This is a good provision. It will do away with a requirement to provide 
two similar offering statements and the SEC offering statement will in 
most cases provide more information than is mandated by Section 530. 
Purchasers, in addition, will have recourse under the Federal Securities 
Acts.

As Administrator of the Alaska Securities Act, AS 45.55, I do suggest 
that the sentence on page 66, lines 12 and 13, "An interest in a common 
interest community is not a security under AS 45.55," be amended to read, 
"An interest in a common interest community is not subject to the 
registration requirements of AS 45.55."

SEC Securities Act Release No. 5347, a copy of which is enclosed as 
Exhibit 1, describes situations in which real estate programs can and 
should be construed to be securities subject to the Federal Securities 
Acts. This can occur when a rental pool or management for profit is 

involved. State courts, although not bound to do so, frequently look to 

federal court decisions to determine whether the securities law of its 
state should apply to a particular real estate investment program.
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There are certain types of real estate programs which should be subject 
to the Alaska Securities Act although not necessarily to the registration 
requirements of the act if Senate Bill No. 44 is passed. If a real 

estate program is a security (most are not), the Alaska Securities Act 
would not come into play unless there were violations of the fraud 
provisions, AS 45.55.010. In addition, purchasers would be able to look 

to AS 45.55.220(a)(2) for recovery. Regulation would not be duplicative 
because the offeror would still prepare only one public offering 

statement as provided for in Section 530 of Senate Bill 44.

Where purchasers are buying a condominium in order to provide for 
themselves a primary residence a security is not involved. Judge Pegues 
recently followed this rationale in Gertsch et al. v. Perez et a!., 3 

Blue Sky Law Reporter (CCH) 1172,121 at 70,840 (1984). This case involves 
the Mobile Haven Mobile Home Park. Judge Pegues followed the U.S.
Supreme Court case of United Housing Foundation, Inc. v. Forman, 421 U.S. 
837,858 (1975) in holding that although shares of "stock" were issued to 
show ownership a security was not involved because people were buying 

housing, a necessity of life. A copy of Judge Pegues1 decision is 
enclosed as Exhibit 2.

Brigantine Bay, Exhibit 3, is an example of a real estate security 
program. The Alaska Department of Law, Consumer Protection Section, 
investigated abuses in that program and when it filed a complaint alleged 
among other things violations of the Alaska Securities Act.

Enclosed as Exhibit 4 is a letter of this division dated July 23, 1982 in 

the matter of International Investments Cooperative Housing Corporation 
in which the division took the position that the program as proposed 
would constitute a security. Beginning on page 4 of that letter note 
that the sponsor proposed to form a cooperative housing project and to 
sell shares not just to those who intended to use an apartment as a 
primary residence, but to nonresidents who would purchase shares of the 
cooperative for investment purposes. I believe investment purchasers of 
such a program should have the protection of the Alaska Securities Act.

Should my suggestion not be acceptable, a less desirable change to lines 
12 and 13, page 66, could read, "An interest in a common interest 
community is not a security under AS 45.55 if the real property is 
located in this state."

An Alaska resident who purchases property in this State is in a better 
position to examine the property and, if necessary, bring some type of 
action under Senate Bill No. 44 than if the property is located out-of- 
state. There have been particular problems with time share sales, 

particularly in the vacation oriented areas.
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If you have any questions or if I can furnish additional materials, 
please feel free to contact me.

WFK/wfs2039W
4485b
Enclosures

cc: Loren H. Lounsbury, Commissioner (0800)
Jeff Bush, Assistant Attorney General 
Department of Law (0300)

Sincerely,
/ /

Willis F. Kirkpatrick 
Administrator of Securities
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T h e  H o n o r a b l e  P a t  R o d e y
T h e  H o n o r a b l e  J a n  Faiks, and
T h e  H o n o r a b l e  R i c k  H a l f o r d
A l a s k a  S t a t e  L e g i s l a t u r e
P o u c h  V
M a i l  S t o p  3100
Ju n eau, A l a s k a  9 9 811

Re: SB 44 a n d  H B  138

D e a r  Senat o r s :

S i nce the S e n a t e  J u d i c i a r y  h e a r i n g  o n  F e b r u a r y  26,
1985, o n  SB 44 I h a v e  h a d  an o p p o r t u n i t y  to r e v i e w  SB 44 and the 
U n i f o r m  C o m m o n  I n t e r e s t  O w n e r s h i p  Act, i n c l u d i n g  the c o m m e n t s  of 
the N a t i o n a l  C o n f e r e n c e  o f  C o m m i s s i o n e r s  on U n i f o r m  S t a t e  Laws, 
and to d e t e r m i n e  its p o s s i b l e  i n t e r p l a y  w i t h  H B  138 w h i c h  
p r o p o s e s  r e g u l a t i o n  o f  t i m e s h a r e s  in o u r  s t a t e  f o r  t h e  f i r s t  
time. U p o n  c l o s e  r e v i e w  of b o t h  b i l l s  it a p p e a r s  t h a t  b o t h  types 
o f  l e g i s l a t i o n  c o u l d  b e  p a s s e d  b y  the l e g i s l a t u r e  w i t h o u t  
confl i c t .  In the c o m m e n t s  to the U n i f o r m  I n t e r e s t  C o m m o n  
O w n e r s h i p  A c t  s e c t i o n  4-105, the c o m m i s s i o n e r s  n o t e d :

1. T i m e  s h a r i n g  has b e c o m e  i n c r e a s i n g l y  i m p o r t a n t  
in r e c e n t  y e a r s ,  p a r t i c u l a r l y  w i t h  r e s p e c t  to 
r e s o r t  c o m m o n  i n t e r e s t  c o m m u n i t i e s .  In 
r e c o g n i t i o n  of  this fact, th i s  s e c t i o n  r e q u i r e s  
the d i s c l o s u r e  o f  c e r t a i n  i n f o r m a t i o n  w i t h  
r e s p e c t  to t i m e s h a r i n g .

2. V i r t u a l l y  a l l  e x i s t i n g  s t a t e s  s t a t u t e s  d e a l i n g  
w i t h  c o n d o m i n i u m s , p l a n n e d  c o m m u n i t i e s  or 
c o o p e r a t i v e s  a r e  s i l e n t  w i t h  r e s p e c t  to t i m e - s h a r e

for c e r t a i n  f o r m s  of t i mes h a r m ; S i n  this Act,
h o w e v e r ,  does n o t  i m p l y  t h a t  otltier law r e g u l a t i n g

m e r e l y  b e c a u s e  that s t a t e  e n a c t s  this Act.

T h e  U n i f o r m  L a w  C o m m i s s i o n e r s '  M o d e l  E s t a t e
T i m e - s h a r e  A c t  s p e c i f i e s  m o r e  e x t e n s i v e  
d i s c l o s u r e s  f o r  t i m e - s h a r e  p r o p e r t i e s .  A
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" t i m e s h a r e  p r o p e r t y "  m a y  i n c l u d e  p a r t  o r  all of 
the c o m m o n  i n t e r e s t  c o m m u n i t y ,  a n d  s e c t i o n  1 - 109 
o f  the i-lodel A c t  g o v e r n s  c o n f l i c t s  b e t w e e n  this 
A c t  a n d  t i m e - s h a r e  l e g i s l a t i o n .  [Emph a s i s  added]

S e c t i o n  4 - 1 0 5  o f  the U n i f o r m  C o m m o n  I n t e r e s t  O w n e r s h i p  
Ac t  is i d e n t i c a l  to SB 44 § AS 3 4 . 0 8 . 5 5 0  T I M E S H A R E S  ( b e g i n n i n g  on 
p a g e  64 at line 29), e x c e p t  that SB 44 ad d s  a d d i t i o n a l  p r o v i s i o n s  
for d i s c l o s u r e s  i n  t i m e s h a r e  sales in s u b p a r a g r a p h  (5), (6) and 
(7).

In s u m  SB 44 (or the U n i f o r m  C o m m o n  I n t e r e s t  O w n e r s h i p  
Act) d o e s  n o t  p r e c l u d e  the p a s s a g e  o f  s p e c i f i c  t i m e s h a r e  
l e g i s l a t i o n .

T h e r e  s h o u l d ,  h o w e v e r ,  be  an a m e n d m e n t  to H B  138 or any 
p r o p o s e d  timeshare. l e g i s l a t i o n  w h i c h  w o u l d  be  s i m i l a r  to the 
U n i f o r m  L a w  C o m m i s s i o n e r s '  M o d e l  R e a l  E s t a t e  T i m e s h a r e  A c t  
s e c t i o n  1 - 1 0 9  " C o n f l i c t s  w i t h  O t h e r  S t a t u t e s "  w h i c h  w o u l d  
p r o v i d e :

In the e v e n t  of  a n y  c o n f l i c t  b e t w e e n  this A c t  a n d  
the H o r i z o n t a l  P r o p e r t y  R e g i m e s  Act, A S  3 4 . 0 7 . 0 1 0  
- 3 4 . 0 7 . 4 6 0  [and the U n i f o r m  C o m m o n  I n t e r e s t  Act,
AS  3 4 . 0 8 . 0 1 0  - 3 4 . 0 8 . 9 9 5 ,  if SB 44 p a s s e s ] ,  the 
p r o v i s i o n s  o f  this A c t  p r e v a i l ,  b u t  this A c t  does 
n o t  i n v a l i d a t e  or o t h e r w i s e  a f f e c t  r i g h t s  or 
o b l i g a t i o n s  v e s t e d  u n d e r  t h o s e  s t a t u t e s  b e f o r e  the 
e f f e c t i v e  da t e  o f  this Act, or the m a n n e r  of  t h e i r  
e x e r c i s e  or e n f o r c e m e n t .

Thus, w e  w o u l d  p r o p o s e  an a m e n d m e n t  to H B  138 as
f o l l o w s :

Sec. 4 5 . 5 0 . 6 5 6  C O N F L I C T S  W I T H  O T H E R  STATU T E S .  In 
the e v e n t  o f  a n y  c o n f l i c t  b e t w e e n  the A c t  a n d  the 
H o r i z o n t a l  P r o p e r t y  R e g i m e s  Act, A S  3 4 . 0 7 . 0 1 0  - 
3 4 . 0 7 . 4 6 0 ,  the p r o v i s i o n s  of  this A c t  p r e v a i l ,  b u t  
this A c t  does n o t  i n v a l i d a t e  or  o t h e r w i s e  a f f e c t
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r i g h t s  o r  o b l i g a t i o n s  v e s t e d  u n d e r  t h o s e  s t a t u t e s  
b e f o r e  the e f f e c t i v e  date o f  this Act, or the 
m a n n e r  o f  t h e i r  e x e r c i s e  o r  e n f o r c e m e n t .

L M O / s s r
c c : N o r m a n  G o r s u c h

E l i z a b e t h  H i c k e r s o n  
S e n a t e  A d v i s o r y  C o u n c i l  
1024 W e s t  6th A v . , S u i t e  203 
A n c h o r a g e ,  A l a s k a  99501

S i n c e r e l y ,

N O R M A N  C. G O R S U C H  
A T T O R N E Y  G E N E R A L

L i n d a  M. O ' B a n n o n  0 
A s s i s t a n t  A t t o r n e y  G e n e r a l  
Chief, C o n s u m e r  P r o t e c t i o n  
S e c t i o n



Official Business

Alaska State Legislature
D e c e m b e r  3, 1984

Pouch V 
State Capitol 

Juneau, Alaska 99811

S e n a t o r  P a t  R o d e y  
A l a s k a  S t a t e  L e g i s l a t u r e  
2335 L o r d  B a r a n o f  
A n c h o r a g e ,  A l a s k a  99503

D e a r  S e n a t o r  Rodey:

W i t h  the o p e n i n g  o f  the n e x t  l e g i s l a t i v e  s e s s i o n  s o o n  u p o n  us, 
w e  w a n t e d  to  s h a r e  w i t h  y o u  l e g i s l a t i o n  we  are c o n s i d e r i n g  
i n t r o d u c i n g  w h i c h  m a y  b e  o f  c o n s i d e r a b l e  i n t e r e s t  to you. As 
y o u  know, the c o n d o m i n i u m  i n d u s t r y  is g r o w i n g  b y  l e aps a n d  
b o u n d s  t h r o u g h o u t  A l a s k a .  W i t h  this g r o w t h ,  the L e g i s l a t u r e  
has r e a l i z e d  the e x i s t i n g  H o r i z o n t a l  P r o p e r t y  R e g i m e s  A c t  is 
s e v e r e l y  l i m i t e d  in its a p p l i c a b i l i t y  to c o m m o n  i n t e r e s t  
o w n e r s h i p .

As w e ' r e  su r e  y o u  r e a l i z e ,  th i s  s i t u a t i o n  is n o t  p e c u l i a r  to 
o n l y  A l a s k a .  In r e s p o n s e  to the g r o w i n g  n e e d  n a t i o n - w i d e ,  the 
N a t i o n a l  C o n f e r e n c e  o f  C o m m i s s i o n e r s  o n  U n i f o r m  S t a t e  L a w s  
d e v e l o p e d  t h e  " U n i f o r m  C o m m o n  I n t e r e s t  O w n e r s h i p  A c t  ( U C I O A ) . 
P r o f e s s i o n a l s  f r o m  e v e r y  a s p e c t  of the i n d u s t r y  w e r e  i n v o l v e d  
in the d e v e l o p m e n t  o f  t h i s  m o d e l  l e g i s l a t i o n  —  f r o m  t i t l e  
i n s u r a n c e  c o m p a n i e s ,  a r c h i t e c t s ,  m o r t g a g e  a s s o c i a t i o n s ,  the 
N a t i o n a l  A s s o c i a t i o n  of H o m e  B u i l d e r s ,  e n g i n e e r s ,  f e d e r a l  
a g e n c i e s ,  a t t o r n e y s  to r e a l t o r s .  It is t h i s  m o d e l  l e g i s l a t i o n  
o n  w h i c h  w e  p r o p o s e  to b a s e  o u r  d i s c u s s i o n  o f  A l a s k a ' s  v e r s i o n  
o f  UCIOA. The l e g i s l a t i o n  is b a s i c a l l y  d e s i g n e d  to p r o v i d e  
c o n s u m e r s ,  d e v e l o p e r s  a n d  l e n d e r s  w i t h  a c o n s i s t e n t  p a t t e r n  o f  
r i g h t s  a n d  o b l i g a t i o n s  w h i c h  w i l l  a p p l y  to a l l  " c o m m o n  
i n t e r e s t "  d e v e l o p m e n t s  —  w h e t h e r  t h e y  be c o n d o m i n i u m s ,  p l a n n e d  
c o m m u n i t i e s  or c o o p e r a t i v e s .

B e c a u s e  the l e g i s l a t i o n  w i l l  t o u c h  in so m e  w a y  m a n y  o f  y o u r  
c o n s t i t u e n t s  i n v o l v e d  in the indus t r y ,  w e  w a n t e d  to a p p r i s e  y o u  
of t h i s  a r e a  of l e g i s l a t i v e  effort. W e  are a l s o  i n t e r e s t e d  in 
l e a r n i n g  y o u r  r e a c t i o n  t o  the p r o p o s e d  b i l l  a n d  w i l l  be  g l a d  to 
p r o v i d e  y o u  w i t h  a c o p y  o f  U C I O A  as w e l l  as the f i r s t  d r a f t  as 
so o n  as  it is a v a i l a b l e .  In a d d i t i o n ,  a w o r k  s e s s i o n  w i l l  be 
h e l d  on  F r i d a y ,  D e c e m b e r  14th from 10 a.m. t o  n o o n  at  the 
L e g i s l a t i v e  I n f o r m a t i o n  O f f i c e  first f l o o r  c o n f e r e n c e  r o o m  
(1024 W e s t  S i x t h  A v e n u e ) . If y o u ' r e  i n t e r e s t e d  in a c o p y  of 
the l e g i s l a t i o n  a n d / o r  w i l l  b e  able to a t t e n d  the m e e t i n g ,  
p l e a s e  g i v e  Jan Faiks' o f f i c e  a ca l l  at 2 7 4 - 6611.



It's a c o m p r e h e n s i v e  p i e c e  o f  n e e d e d  l e g i s l a t i o n  and the 
c o o p e r a t i o n  of a l l  i n v o l v e d  w i l l  b e  n e c e s s a r y  to m a k e  c e r t a i n  
the n e e d s  o f  e v e r y o n e  are s a t i s f a c t o r i l y  a d d r e s s e d .  W e  h o p e  ’ 
w i l l  be a b l e  to c o u n t  on y o u r  input.

S i n c e r e l y ,



B a i l y  a n d  M a s o n

m a r k  E  A S H B U R N  
D O U G L A S  B  B A I L Y  
L E W I S  F.  G O R D O N  
J U L I A N  L .  M A S O N  X I  
D O N A L D  W.  M c C L I N T O C K  XI

Ms. D e a  T u r n e r  
E x e c u t i v e  O f f i c e r  
A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s  
1818 W. N o r t h e r n  L i g h t s  Blvd. 
S u i t e  104
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

?e: D e f i n i t i o n  o f  " D e a l e r "  in
S e n a t e  B i l l  No. 44

D e a r  Dea:

T h i s  f i r m  h a s  b e e n  a s k e d  t o  r e n d e r  an o p i n i o n  o n  
t h e  m e a n i n g  o n  the t e r m  " d e a l e r "  as d e f i n e d  in S e n a t e  B i l l
No. 44 ( A l a s k a ' s  p r o p o s e d  v e r s i o n  o f  t h e  U n i f o r m  C o m m o n  
I n t e r e s t  O w n e r s h i p  Act) at p r o p o s e d  § 34.08.990(11). T h a t
d e f i n i t i o n  p r o v i d e s :

(11) " d e a l e r "  m e a n s  a p e r s o n  e n g a g e d  in 
t h e  b u s i n e s s  o f  s e l l i n g  u n i t s  w h o  is not 
a n  o w n e r  o f  a c o m m o n  i n t e r e s t  c o m m u n i t y
o r  o f  a u n i t  w i t h i n  a c o m m o n  i n t e r e s t
c o m m u n i t y .

T h i s  d e f i n i t i o n  d i f f e r s  f r o m  t h a t  p r o v i d e d  in the 
m o d e l  U n i f o r m  C o m m o n  I n t e r e s t  O w n e r s h i p  A c t  at §1-103:

(11) " D e a l e r "  m e a n s  a p e r s o n  in the 
b u s i n e s s  o f  s e l l i n g  u n i t s  for h i s  o w n  
a c c o u n t .

T h e  d e f i n i t i o n  p r o v i d e d  in S e n a t e  B i l l  No. 44 
c l e a r l y  s u b j e c t s  r e a l  e s t a t e  a g e n t s  and b r o k e r s  to t h e  o b l i g a­
t i o n s  o f  " d e a l e r s "  f o u n d  in S e n a t e  B i l l  No. 44, w h i c h  o b l i g a­
t i o n s  a r e  in t u r n  d e r i v e d  f r o m  the m o d e l  act. F o r  e x a m p l e ,  a 
d e c l a r a n t  m a y  t r a n s f e r  r e s p o n s i b i l i t y  for p r e p a r a t i o n  o f  all 
o r  a p a r t  o f  t h e  s t a t e m e n t  to a d e a l e r  w h o  i n t e n d s  to  o f f e r  
u n i t s  in a c o m m o n  i n t e r e s t  c o m m u n i t y .  § 34 . 0 8 . 5 2 0 ( b ) . A
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d e c l a r a n t  o r  d e a l e r  w h o  o f f e r s  a u n i t  t o  a p u r c h a s e r  is 
r e q u i r e d  to  d e l i v e r  a p u b l i c  o f f e r i n g  s t a t e m e n t  to e a c h  
p u r c h a s e r .  §34.08.5 2 0 ( c )  a n d  580. B o t h  a d e c l a r a n t  a n d  a 
d e a l e r  w a r r a n t  t o  a p u r c h a s e r  of  a u n i t  t h a t  m a y  be u s e d  f o r  
r e s i d e n t a l  use t h a t  a c o n t e m p l a t e d  c o n t i n u i n g  u s e  d o e s  n o t  
v i o l a t e  a p p l i c a b l e  l a w  a t  t h e  e a r l i e r  t i m e  of  c o n v e y a n c e  o r  
d e l i v e r y .  S e n a t e  B i l l  No. 44 at §34.08.6 4 0 ( c ) .

W h i l e  t h e s e  s a m e  d u t i e s  are i m p o s e d  o n  " d e a l e r s "  in 
t h e  m o d e l  act, the d e f i n i t i o n  of " d e a l e r "  is l e s s  c l e a r .  T h e  
u n d e f i n e d  p h r a s e  "f o r  h i s  o w n  a c c o u n t "  c a u s e s  t h e  i n t e r p r e t a­
t i o n  p r o b l e m .  T h e  c o m m e n t a r y  to t h e  m o d e l  a c t ' s  d e f i n i t i o n  o f  
" d e a l e r "  i n d i c a t e s  t h a t  it is a n e w l y  d e f i n e d  term, n o t  u s e d  
in a n y  o f  t h e  t h r e e  p r e d e c e s s o r  a c t s ,  the U n i f o r m  C o n d o m i n i u m  
Act, t h e  U n i f o r m  P l a n n e d  C o m m u n i t y  A c t ,  o r  t h e  M o d e l  R e a l
E s t a t e  C o o p e r a t i v e  Act.

It a p p e a r s  t h a t  the o n l y  s t a t e  t h a t  h a s  a d o p t e d  the
U n i f o r m  C o m m o n  I n t e r e s t  O w n e r s h i p  A c t  at t h i s  t i m e  is
C o n n e c t i c u t .  T h e  C o n n e c t i c u t  v e r s i o n  o f  the act, P u b l i c  A c t  
No. 8 3 - 4 7 4 ,  p r o v i d e s  the f o l l o w i n g  d e f i n i t i o n  o f  a " d e a l e r " :

(11) " D e a l e r "  m e a n s  a p e r s o n  w h o  o w n s  
e i t h e r  s i x  or m o r e  un i t s ,  o r  50% o r  m o r e  
o f  a l l  t h e  u n i t s ,  in a c o m m o n  i n t e r e s t  
c o m m u n i t y .

It is c l e a r  u n d e r  t h e  C o n n e c t i c u t  act t h a t  a d e a l e r  
r e f e r s  to o n e  w i t h  a s i g n i f i c a n t  o w n e r s h i p  i n t e r e s t  in a 
c o m m o n  i n t e r e s t  c o m m u n i t y .  T h e  C o n n e c t i c u t  a c t  r e t a i n s  the 
m o d e l  act d e f i n i t i o n  o f  a " d e c l a r a n t . "  T h u s ,  u n d e r  t h e
C o n n e c t i c u t  act, a r e a l  e s t a t e  a g e n t  o r  b r o k e r  is n o t  s u b j e c t  
to the s a m e  r e q u i r e m e n t s  t h a t  an A l a s k a n  a g e n t  o r  b r o k e r  w o u l d  
be s u b j e c t  t o  u n d e r  S e n a t e  B i l l  No. 44. In o t h e r  w o r d s ,  it 
a p p e a r s  t h a t  t h e  o n l y  s t a t e  t h a t  h a s  e n a c t e d  t h e  U n i f o r m
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C o m m o n  I n t e r e s t  O w n e r s h i p  A c t  i m p o s e s  " d e a l e r  d u t i e s "  o n l y  on 
o w n e r s  o f  a s i g n i f i c a n t  i n t e r e s t  in a c o m m o n  i n t e r e s t  c o m m u n­
ity, and not o n  r e a l  e s t a t e  a g e n t s  and b r o k e r s .  T h i s  c o n­
t r a s t s  w i t h  S e n a t e  B i l l  No. 44, w h i c h  i m p o s e s  d u t i e s  on 
n o n - o w n e r  s e l l e r s ,  i.e., a g e n t s  and b r o k e r s .

V e r y  t r u l y  y o u r s

B A I L Y  & M A S O N

L e w i s  F, G o r d o n

L F G : d t

r
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INTERGOVERNMENTAL AFFAIRS

February 21, 1985

Hon. Pat Rodey 

Pouch V

Juneau, Alaska 99811 

Dear S e n l^ ^ d e y :

Thanks for your February 19 letter regarding UCIOA.

I've notified the Judiciary Committee that I'll be in Juneau on February 26 

and will plan to testify on the subject, although I understand there's a 

conflict at 2:00 when Justice Rabinowitz will give his State of the Judiciary 

address. I've given them the Municipality's Juneau number (586-2401) so a
message can be left for me.

I hope to see you around town next week.
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NATIONAL MULTI HOUSING COUNCIL Suite 305 • 1150 Seventeenth Street, N W • Washington, D.C. 20035 • ,202'659-3381

February 4, 1QRF

Senator Pat Rodey 
Pouch v 

State Canitol 
Juneau, Alaska 99811

Dear Senator Rode.v,

Thank you for contacting me regarding Senate Rill 44, the Uniform 

Common Interest Ownershio Act (UCIOA) which is now nending before your 
commi ttee.

I appreciate your invitation to testify before your committee on 
February Sth reqardinq The National Multi Housing Council's support of 

UCIOA. Unfortunately, I have several important meetings which I must attend 

here in Washington on that date or else I would have been delighted to tell 
you why NMHC members suooort UCIOA's enactment and why we have recommended 
several strengthening amendments. For your information I have enclosed a

press release settinq forth MMHC's nosition on this important issue.

You indicated .n your letter that there will be future onoortunities
for public testimony. I would appreciate you keepinq me informed as to 
those dates and I will try to arrange mv schedule so that I could appear at 
one of these future hearings.

Again, thank you for contacting MMHC regarding UCIOA and aood luck in 
vour efforts to get it enacted in Alaska. If I can be of any further 

assistance in this worthy effort, please do not hesitate to let me know.

Stennen 0. Dries!er 

Executive Vice President

Look/ng forward to working with you I remain

cc: Senator Rick Halford

Senator Jan Faiks
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FOR IMMEDIATE RELEASE Contact: Stephen Driesler
(2 0 2 )  659 -3381

NATIONAL MULTI HOUSING COUNCIL BEGINS NATIONWIDE 
DRIVE FOR UNIFORM CONDO CONVERSION LAW

WASHINGTON, -'ebruary 14, 1984 — Inaugurating i t s  campaign for nation­
wide adoptic. the Uniform Common Interest Ownership Act (UCIOA), the 
National Multi using Council (NMHC) is  urging governors in al l f i f ty  
s tates to pass a sweeping leg is la t ive  package designed to give existing 
tenants greater protection during the conversion of the i r  apartments into 
condomi niums.

In le t te r s  to governors, the Council stressed the need for uniform laws 
which are f a i r  for apartment tenants, condominium purchasers and 
developers.

This action follows the unprecedented decision by the National Multi 
Housing Council Board of Directors to endorse the Uniform Common Interest 
Ownership Act and to offer stronger protections to elderly and handicapped 
tenants, and families with children in school.

"Twenty years ago, when condominiums were new in America, developers 
sought - -  and received — leg is la t ion  enabling the i r  creation. From that 
time, the condominium concept radically altered something as fundamental as 
housing," wrote Robert Sheridan, NMHC co-chairman.

"Along with th i s  radical departure from single family ownership of 
detached homes came problems of public acceptance and adjustments,
especially for apartment tenants being relocated. Attempting to al leviate 
these in i t ia l  problems, a second generation of condominum legis la t ion 
ensued; much of i t  heavily favored the displaced apartment dwellers, tenant 
action committees and opponents of condominium conversion who, al l too 
freequently, los t  sight of fac ts  amid the wrenching experiences of charges 
and countercharges," the l e t t e r  said.

"Tough re s t r ic t ion s  of condominum conversions are well intentioned but, 
we believe, they are an over-reaction," Geoffrey Stack, NMHC Secretary, 
further elaborated. "The resu l ts  have often been disastrous to communities, 
rather than helpful. Benefits of condominiums have e i ther been ignored or 
underplayed in conversion debates.

"Sometimes, we, in the industry, contributed to th i s  unproductive
environment by b r i s t l in g  at any hint of regulation. In the early days, the 
business community saw regulation as a noxious proposition. Now, 20 years 
l a te r ,  the housing industry has matured and the National Multi Housing 
Council is pi lot ing a national e f fo r t  toward passage of the UCIOA and NMHC 
amendments," Stack said.

The l e t t e r  emphasized th a t ,  "Members of the NMHC recognize they must 
take the lead in improving the condominium conversion process and encourage 
states to enact the UCIOA. The industry has the knowledge, the ab i l i ty  and 
certainly the incentive to take the lead in reducing the anxiety which 
condominium conversion may cause some tenants.

"The UCIOA and Council amendments str ive for uniformity, not a t  the 
expense of compassion - -  but also not unrea l is t ica l ly or unfairly to 
developers who have invested heavily in making the American dream a
rea l i ty ,  and not unjustly to consumers who are seeking to opportunity for
home ownership," Sheridan wrote.

* ATTACHED: A fac t  sheet prepared by the National Multi Housing
Council answering specific questions about the Uniform 
Common In te r e s t  Ownership Act and Council amendments.
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0. WHAT ARE THE MAJOR PROVISIONS OF THE UCIOA?

A. Major UCIOA provisions dealing with many tenant/buyer/developer problem 

areas are:

* A 120-day notice of conversion to tenants;

* 60-day tenant right of first refusal to purchase their units;

* No public offering of the tenant's unit on more favorable terms than 

those offered to the tenant for 180 days;

* An engineer's or architect's inspection report on the condition of 
structural and mechanical systems;

* List of outstanding building code violations, if any, and the cost 

to rectify;

* Disclosure of current building income/expense statements; and

* Projected condominium association budget, including any reserves for 

major repairs and renovation.

0. WHAT ARE THE PRINCIPLE COMMUNITY BENEFITS OF CONVERSIONS?

A. The following benefits of covert.ing an apartment building to a condo­

minium have often been ignored in the conversion debate:

* Condominium conversions expand the supply of affordable homes;

Conversions prevent the possiblity of decay and abandonment of ren­

tal housing;

Condominium conversions help stabilize and often improve neighbor­

hoods;

Owning a condominium is often the only way to own a home in some 

highly desirable neighborhoods;

Recycling of outmoded industrial and commercial buildings to condo­
minium homes can create viable new uses and neighborhoods;

Condominium homes, especially converted units, fit today's new and 
changing lifestyles and household size patterns;

Conversions are the primary form of entry-level housing for home 

buyers;

Conversions usually involve renovation and rehabilitation and so 
stimulate construction employment and the local economy;

Condominium associations are a new and vital type of neighborhood 

group; and

* Conversions have a significant, positive fiscal impact on a commu­
nity, especially on the local property tax base.
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Q. WHAT ARE COMMON PROBLEMS CREATED BY CONDOMINIUM CONVERSIONS WHICH THE 

UCIOA AND W H C  AMENDMENTS HELP ALLEVIATE?

A. Problems created by conversions need not be "solved" by indirect meth­
ods, such as moratoria, price restrictions, windfall taxes or rent con­

trol. The following considerations are recognized by the industry; the 
UCIOA and W H C  amendments address them:

* Not every tenant wants to buy a condominium;

* Some tenants might like to own a condominium, but not the unit they 
currently rent;

* Some tenants simply cannot afford the down payment or the monthly 
cost of owning their units;

* Tenants who buy may pay more per month to own than to rent;

* Some tenants who do not buy pay more rent after they move;

* Some non-purchasing tenants must move to other neighborhoods,

* Elderly and handicapped tenants may be least able to buy and most 
affected economically and emotionally if they cannot; and

* Converted buildings are sometimes old and often have not been total­
ly renovated prior to conversion.

Q. WHO MAY I CONTACT FOR MORE INFORMATION ABOUT THE UNIFORM COMMON INTER­

EST OWNERSHIP ACT AND THE NATIONAL MULTI HOUSING COUNCIL AMENDMENTS, 
THEIR EFFECT ON MY STATE AND HOW THEY WILL CREATE AN ATMOSPHERE OR CO­

OPERATION AMONG CONDOMINIUM DEVELOPERS, OWNERS, MANAGERS AND PROSPEC­
TIVE BUYERS AND NON-BUYING APAFTMENT DWELLERS?

A.- The National Multi Housing Council, 1150 17th Street, N.W., Suite 306, 
Washington, D.C. 20036, (202) 659-3381, eagerly awaits your inquiries 
about the UCIOA and tht Council's stronger amendments. It has taken 
the uprecedented step of endorsing and pushing for passage of both the 

act and amendments. Call or write the Council and more information and 
a comprehensive review of the condominium conversion climate in the 
United States will be provided.
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Q. WHAT HAS BEEN THE EFFECT OF SOME OF THE LATEST RESTRICTIONS TO CONDO­

MINIUM CONVERSIONS?

A. While most constructive second generation legislation was enacted at 
the state level, many new anti-conversion laws are primarily local leg­

islative efforts aimed at meeting the particular demands and fears of 
local tenant groups. They are fundamentally different in their vari­

ety, purposes and provisions. Some of them, explicitly or covertly, 

intend to end condo conversions completely. The effect of some new 

restrictions has been to increase the cost of condominum conversions so 
substantially that the relative price advantage the consumer has in 

buying a converted unit disappears.

0. WHAT ARE MAJOR SHORT AND LONG TERM EFFECTS OF RESTRICTIVE CONDOMINIUM 

LEGISLATION?

A. Overly restrictive condominium legislation sends signals to developers 
who could play a part in making both rental and ownership units more 

available. It says:

* There is no incentive to build new rental apartments, because devel­
opers cannot plan on a conversion at a later time. Developers in­

creasingly cannot build and operate rental projects profitably with­
out some for of government assistance or subsidy -- unless they can 
recoup their investment at a later date by converting apartments to 

multi family housing units.

* Thousands of rental units would, annually, become tax delinquent or
abandoned as owners simply gave up in the face of escalating operat­
ing costs and lagging rents. Restrictive legislation may well doom 

apartment buildings in older neighborhoods —  units which could oth­
erwise be recycled and bring about a turnaround in a residential 

area. Instead, the neighborhood could become locked into a contin­
uous decline, becoming extremely difficult to upgrade and rehabili­
tate. This would be particularly harmful to younger workers in

larger cities —  such as New York, Boston, Atlanta, Chicago and 
Washington, D.C. -- which act as regional magnets for urban, job 

seekers; older buildings converted to condominiums have provided 

these workers with home ownership in close-in locations at more

affordable prices.

* It says ''go slow" on any capital improvements because owners of
existing buildings fear their opportunities for return on that

additional investment might be negligible -- if there is any oppor­
tunity for return at all. The real losers are prople living in 
units, the neighborhood and community.

Q. WHAT IS THE REAL PROBLEM FOR CONVERSION OPPONENTS?

A. When pressed to express their real cuncen, advocates of tough restric­
tions on condominium conversions usually admit their first priority is
to preserve an adequate supply of rental housing. Their method is to 
slow or halt the rate of conversions. Conversions, in their opinion,
worsen an already serious rental housing shortage. Reputable studies

have shown this is not true.

Q. IS THERE A RENTAL HOUSING SHORTAGE CAUSED BY CONDOMINIUM CONVERSIONS?

A. There is no significant shortage of rental housing, according to the
U.S. Department of Housing and Urban Development. A 1980 HUD condomin­

ium survey concluded that 366,000 rental units, or approximately 1.31 
percent of all occupied rental housing units United Sates, had been 

converted between 1970 and 1979. Based on the HUD conclusion that 

every 100 converted units results in a net loss of five rental apart­
ments, then only slightly more than 18,000 rental units in the entire

country were "lost" co conversions during the 1970s. 'hat is a tiny 
fraction of the 26.5 million rental units in this country. If conver­

sions were permanently halted —  an extreme "remedy" of this so-called 
rental housing shortage -- we might conclude that approximately 1,800 

more rental units per year would be available nationwide.



725 CHRISTENSEN DRIVE 
ANCHORAGE, ALASKA 99501-2184 
(9071 274-3538 
(9071 276-7576

□ PLEASE REPLY TO THE ABOVE 
ADDRESS.

LAW O FF IC E S  OF V INCENT V ITA LE
A PROFESSIONAL CORPORATION 

VINCENT V ITA LE*
W ILLIAM  L. McNALL 

DAVID E. GEORGE 
KATHLEEN A. WEEKS 

EDWARD L. M INER

P.O. BOX 772889 
EAGLE RIVER, ALASKA 99577-2889 

(9071 694-8050

□ PLEASE REPLY TO  TH E  ABOVE 
ADDRESS.

J a n u a r y  31, 1985

T h e  H o n o r a b l e  S e n a t o r  Pat R o d e y  
C h a i r m a n ,  J u d i c i a r y  C o m m i t t e e  
P o u c h  B
J u n e a u ,  A l a s k a  99811

Re: S e n a t e  Bill 44, C o m m o n  I n t e r e s t  O w n e r s h i p  A c t

D e a r  S e n a t o r  Rodey:

T h e  f o l l o w i n g  r e v i e w  is d e s i g n e d  to p o i n t  out a f e w  of 
t h e  i m p o r t a n t  d i f f e r e n c e s  b e t w e e n  the e x i s t i n g  a c t  (A.S. 3 4 . 0 7 . )  
a n d  S e n a t e  Bill 44. As y o u  a r e  a w a r e  the e x i s t i n g  act c o v e r s  
o n l y  c o n d o m i n i u m s  and d o e s  n o t  c o v e r  p l a n n e d  u n i t  d e v e l o p m e n t s ,  
l e a s e h o l d  p l a n n e d  c o m m u n i t i e s ,  p l a n n e d  c o m m u n i t i e s ,  t i m e s h a r e  
c o m m u n i t i e s ,  or c o o p e r a t i v e s .

S p e c i f i c  A r e a  of C o n c e r n  A S . 34.07. SB 44

1. A s s o c i a t i o n  I n s u r a n c e  G e n e r a l l y  D e tailed i n s u r a n c e
needs. a d d r e s s e d  by r e q u i r e m e n t s  con-

A S  3 4 . 0 7 . 4 0 0  tained in A S  34.
08.440

I n s u r a n c e  needs of the a s s o c i a t i o n s  s h o u l d  be c l e a r l y  
s p e l l e d  o u t  to a v o i d  c o n f u s i o n  on the p a r t  of d e v e l o p e r s  a n d  
a s s o c i a t i o n  b o a r d s  and a s s u r e  a d e q u a t e  c o v e r a g e .  The new s t a t u t e  
r e q u i r e s  i n s u r a n c e  to be a t  100% of the r e p l a c e m e n t  value, f o r  
e x a m p l e .

2. T r a n s i t i o n  P r o b l e m s  Not a d d r e s s e d  D e tailed r e q u i r e­
me n t s  c o n t a i n e d  
in AS 3 4 . 0 8 . 3 4 0

T h e r e  m u s t  be a s p e c i f i c  s t a t u t e  w h i c h  ide n t i f i e s  t h o s e  
i t e m s  or a c t s  w h i c h  must be c o m p l e t e d  as p a r t  of turning t h e  
c o n t r o l  of t h e  p r o j e c t  o v e r  to the owne r s .  Th i s  new s e c t i o n  
a c c o m p l i s h e s  t h a t  purpose. O w n e r s ,  d i r e c t o r s ,  m a n a g e r s  a n d  d e v e­
lo p e r s  b e n e f i t  by ha v i n g  t h e  r e q u i r e m e n t s  c l e a r l y  e s t a b l i s h e d .

♦CERTIFIED AS A "CIVIL TRIAL SPECIALIST" 
BY THE NATIONAL BOARD OF TRIAL ADVOCACY
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T h e  d e c l a r a n t  is r equired to  p r o v i d e  the b o a r d  w i t h  all f i n a n c i a l  
r e c o r d s ,  a m e n d m e n t s  to d e c l a r a t i o n s  or byla w s ,  w a r r a n t i e s  f r o m  
s u p p l i e r s  a n d  s u b c o n t r a c t o r s  a n d  so forth. P l a n s  for the 
b u i l d i n g  a n d  u n d e r g r o u n d  u t i l i t i e s  m u s t  be p r o v i d e d .  The 
A s s o c i a t i o n s  a n d  the unit o w n e r s  w i l l  b e n e f i t  by h a v i n g  s u c h  
i n f o r m a t i o n .  A  p u nch list of c o m m o n  a r e a  r e p a i r s  m u s t  be m a d e  
t h u s  e l l i m i n a t i n g  d i sputes o v e r  c o m m o n  a r e a  repairs. This w i l l  
t e n d  to r e d u c e  u n n e c e s s a r y  l i t i g a t i o n .

3. D e v e l o p e r  r e s e r v a t i o n  Not a d d r e s s e d  A d d r e s s e d  in de-
of rights. tail A S . 3 4 . 0 8 . 1 8 0

D e v e l o p e r s  m u s t  be  a b l e  to p h a s e  p r o j e c t s .  P u r c h a s e r s  
s h o u l d  k n o w  w h a t  the d e v e l o p e r  m u s t  b u i l d  a n d  w h a t  the d e v e l o p e r  
m a y  b u i l d  to a v o i d  m i s l e a d i n g  r e p r e s e n t a t i o n s .  By a v o i d i n g  i n n o­
ce n t  m i s r e p r e s e n t a t i o n  the d e v e l o p e r ,  r e a l t o r  a n d  h o m e b u y e r  will 
b e n e f i t .  U n n e c e s s a r y  l i t i g a t i o n  c a n  be av o i d e d .

4. A s s o c i a t i o n  B u d g e t  Not a d d r e s s e d  A d d r e s s e d  in de-
for R e s e r v e s  tail As 34.08.

T h e  m e t h o d  of c o m p u t i n g  r e s e r v e s  s h o u l d  be c l e a r l y  
u n d e r s t o o d  b y  d e v e l o p e r  a n d  o w n e r s .  In this m a n n e r  "low b a l l i n g "  
of b u d g e t s  can be limited. P r o p e r  b u d g e t i n g  for res e r v e s  w i l l  
a v o i d  u n e x p e c t e d  special a s s e s s m e n t s  or l a r g e  i n c r e a s e s  in the 
m o n t h l y  a s s e s s m e n t s  H o m e b u y e r s  w i l l  be a s s u r e d  of h a v i n g  a 
m o n t h l y  a s s e s s m e n t  wit h i n  t h e i r  p r o j e c t e d  h o u s e h o l d  budget.

5. M a i n t e n a n c e  of Units N o t  a d d r e s s e d  A d d r e s s e d  in

D e v e l o p e r ,  m a n a g e r s ,  a n d  b o a r d s  o f t e n  d i s p u t e  w h e t h e r  
an it e m  w i t h i n  a unit is t h e  a s s o c i a t i o n ' s  r e s p o n s i b i l i t y ,  o r  the 
u n i t  o w n e r ' s  r e s p o n s i b i l i t y .  T h e  n e w  d e f i n i t i o n  w i l l  he l p  a v o i d  
t h e s e  d i s p u t e s .  The new u n i t  b o u n d a r y  d e f i n i t i o n  a l l o w s  c l e a r
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d i s t i n c t i o n  to be d r a w n  b e t w e e n  o w n e r  r e s p o n s i b i l i t y  a n d  a s s o­
ci a t i o n  r e s p o n s i b i l i t y .  O w n e r s  w i l l  k n o w  t h a t  th e y  a r e  r e s p o n­
sib l e  for c e r t a i n  m a i n t e n a n c e  items a n d  can pl a n  a c c o r d i n g l y .  
A r g u m e n t s  a b o u t  such m a i n t e n a n c e  i t e m s  s h o u l d  be limited.

6. T r a n s f e r  of r e s e r v e s  N o t  a d d r e s s e d  AS  3 4 . 0 8 . 3 5 0
r i g h t s  by d e c l a r a n t  a l l o w s  d e c l a r a n t

to t r a n s f e r  
r i g h t s  r e s e r v e d  
b y  d e c l a r a n t  to 
t h i r d  p a r t i e s ,  
g e n e r a l l y  b u i l d­
ers or o t h e r  d e­
v e l o p e r s  .

T h i s  s e c t i o n  a l l o w s  the d e v e l o p e r  to t r a n s f e r  s p e c i f i c  
d e c l a r a n t  r i g h t s  to a n o t h e r  d e v e l o p e r .  In this m a n n e r  a p r o j e c t  
can p r o c e e d  e v e n  t h o u g h  the i n i t i a l  d e v e l o p e r  m a y  c h o o s e  not to 
do f u r t h e r  work.

7. T e r m i n a t i o n  of Not a d d r e s s e d  AS  3 4 . 0 8 . 3 6 0
C o n t r a c t s  e n t e r e d  a l l o w s  the a s s o -
i n t o  by d e v e l o p e r  c i a t i o n  to t e r m­

ina t e  c o n t r a c t s  
e n t e r e d  i n t o  by 
d e c l a r a n t  and 
a v o i d s  u n f a i r  
c o n t r a c t s

T h i s  s e c t i o n  a v o i d s  s i t u a t i o n s  w h e r e  a d e v e l o p e r  m a y  
h a v e  e n t e r e d  into a c o n t r a c t  on b e h a l f  of the a s s o c i a t i o n  on 
t e r m s  that a r e  u n f a v o r a b l e .  T h e  a s s o c i a t i o n  has the r i g h t  to 
cancel. Th i s  a v o i d s  the s i t u a t i o n  w h e r e  s n o w  r e m o v a l  is b e i n g  
d o n e  by the d e v e l o p e r ' s  w i f e ' s  c o m p a n y  at e x o r b i t a n t  rates.
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8. A s s e s s m e n t s  for 
C o m m o n  E x p e n s e s

A S . 3 4 . 0 7 . 3 8 0  
a n d  .450(7)

A S  3 4 . 0 8 . 4 6 0  
m o r e  c l e a r l y  
s p e l l s  out 
a s s e s s m e n t  re­
q u i r e m e n t s  .

W h a t  is, or is not a c o m m o n  e x p e n s e ,  is s o m e t i m e s  a 
p r o b l e m .  In the c a s e  of a P.U.D. t h e r e  is no s t a t u t o r y  d e f i n i­
ti o n  to a i d  the a s s o c i a t i o n .  T h i s  s e c t i o n  s o l v e s  t h o s e  problems,

9. B o r r o w i n g  by A s s o c i a -  Not a d d r e s s e d  A S  3 4 . 0 8 . 3 2 0 ( a )
t i o n  (14) s p e c i f i c a l l y

a l l o w s  a s s o­
c i a t i o n s  to 
a s s i g n  f u t u r e  i n­
c o m e

A s s o c i a t i o n s  p r e s e n t l y  h a v e  no a b i l i t y  to b o r r o w  f unds 
by a s s i g n i n g  f u t u r e  income. A s  p o t e n t i a l  b o r r o w e r s  the a s s o -  
c i a t o n  n e e d s  to h a v e  s t a t u t o r y  a u t h o r i t y  to a s s i g n  f u t u r e  i n c o m e  
to  s e c u r e  b o r r o w i n g  for repairs.

10. D i s c l o s u r e  to N o t  a d d r e s s e d  A S  3 4 . 0 8 . 5 3 0
P u r c h a s e r s  sets f o r t h  s p e c i­

fic  i n f o r m a t i o n  
w h i c h  m u s t  be 
c o n t a i n e d  in the 
P u b l i c  O f f e r i n g  
S t a t e m e n t  c l e a r l y  
s p e l l e d  out in AS 
34 .08.460

N u m e r o u s  c o m p l a i n t s  by un i t  o w n e r s  i n v o l v e  n o n d i s c l o s u r e  
of f u t u r e  p l a n s  by the d e v e l o p e r .  The P u b l i c  O f f e r i n g  s t a t e m e n t
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t e l l s  p o t e n t i a l  p u r c h a s e r s  a n d  r e a l t o r s  e x a c t l y  w h a t  the p r o j e c t  
e n t a i l s  a n d  s h o u l d  r e d u c e  m i s l e a d i n g  i n f o r m a t i o n  b e i n g  g i v e n  to 
buyers. A S  3 4 . 0 8 . 6 8 0  r e q u i r e s  the d e c l a r a n t  to m a r k  p r o m o t i o n a l  
l i t e r a t u r e  w i t h  " m u s t  be bu i l t "  or " n e e d  not be b u i l t "  t o  a v o i d  
c o n f u s i o n .  B u y e r s  w i l l  h a v e  a v a i l a b l e  i n f o r m a t i o n  w h i c h  w i l l  
a d v i s e  t h e m  of the d e v e l o p e r s  i n t e n t i o n s  a n d  plans. Such i n f o r­
m a t i o n  w i l l  s u b s t a n t i a l l y  r e d u c e  c o m p l a i n t s  b y  p u r c h a s e r s .

11. L i a b i l i t y  for A s s e s s­
m e n t s  for C o m m o n  
E x p e n s e s

A d d r e s s e d  but 
c o n f u s i n g

C l e a r l y  s p e l l e d  
out in AS 34.08 
.460

D e v e l o p e r s  o f t e n  b e l i e v e  th e y  do not h a v e  the same 
l i a b i l i t y  as u n i t  o w n e r s  to p a y  for c o m m o n  e x p e n s e  a s s e s s m e n t s .  
T h i s  s t a t u t e  c l e a r l y  sets f o r t h  t h o s e  r e s p o n s i b i l i t i e s .

12. A c c e s s  to R e c o r d s  A S . 3 4 . 0 7 . 2 9 0  AS 3 4 . 0 8 . 4 9 0
a l l o w s  a c c e s s  to a l l o w s  a c c e s s  to
f i n a n c i a l  e x p e n -  all r e c o r d s
d i t u r e  r e c o r d s

S o m e  d e v e l o p e r s  a n d  m a n a g e r s  r e f u s e  to a l l o w  a s s o­
c i a t i o n s  to h a v e  a c c e s s  to c o r p o r a t e  r e c o r d s  p r i o r  to t r a n s i t i o n .  
T h i s  s t a t u t e  c l e a r l y  sets f o r t h  the u n i t  o w n e r s  r i g h t  to a c c e s s  
a ll rec o r d s .

13. R e s a l e  D i s c l o s u r e  Not a d d r e s s e d  A S  3 4 . 0 8 . 5 9 0

M a n y  c o m p l a i n t s  h a v e  i n v o l v e d  n o n d i s c l o s u r e  of m a t e r i a l  
f a c t s  by u n i t  o w n e r s  u p o n  resale. The p r o b l e m  can be s u b s t a n­
t i a l l y  r e s o l v e d  by r e q u i r i n g  the u n i t  o w n e r  to g i v e  the r e q u i r e d  
i n f o r m a t i o n  to a p u r c h a s e r .  To do this the a s s o c i a t i o n s  w i l l  be 
r e q u i r e d  to k e e p  all the r e c o r d s  c u r r e n t .  U n i t  o w n e r s ,  b u y e r s  
r e a l t o r s  a n d  m a n a g e r s  w i l l  b e n e f i t  f r o m  u p  to d a t e  i n f o r m a t o n .
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14. E x p r e s s  W a r r a n t i e s  
of Q u a l i t y

Not a d d r e s s e d A S  3 4 . 0 8 . 6 3 0  sets 
f o r t h  h o w  e x p r e s s  
w a r r a n t i e s  are 
c r e a t e d  and. w h a t  
t h e y  are.

N u m e r o u s  d i f f i c u l t i e s  a r e  i n v o l v e d  in w a r r a n t y  d i s p u t e s .  
T h e s e  s t a t u t e s  c l e a r l y  set f o r t h  w h a t  a w a r r a n t y  is.

15. I m p l i e d  W a r r a n t i e s  Not a d d r e s s e d  A S  3 4 . 0 8 . 6 4 0  sets

f o r t h  i m p l i e d  
w a r r a n t i e s .  A S  
3 4 . 0 8 . 6 5 0  
d i s c u s s e s  h o w  
w a r r a n t i e s  can be 
m o d i f i e d  or 
e x c l u d e d .  AS  
3 4 . 0 8 . 6 6 0  
e s t a b l i s h e s  a 
s t a t u t e  of l i m i­
t a t i o n s  for 
i m p l i e d  w a r r a n­
tie s  .

U n d e r  p r e s e n t  A l a s k a  l a w  a n  i m p l i e d  w a r r a n t y  go e s  on  
u n t i l  the c o u r t  d e c i d e s  the time p e r i o d  is too long. Th i s  s t a­
tu t e  sets up s p e c i f i c  i m p l i e d  w a r r a n t y  p e r i o d s  a n d  a v o i d s  m u c h  
c o n f u s i o n  t h a t  e x i s t s  in the a r e a  of i m p l i e d  w a r r a n t y  l i a b i l i t y .

16. O r g a n i z a t i o n  of Not a d d r e s s e d  R e q u i r e s  a s s o -
U n i t  O w n e r s  c i a t i o n  c o r­

p o r a t i o n s  to be 
f o r m e d  no l ater 
t h a n  the d a t e  of 
f i r s t  c o n v e y a n c e  
of unit.
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N u m e r o u s  d i s p u t e s  i n v o l v e  s i t u a t i o n s  w h e r e  the a s s o -  
c i a t o n  w a s  not c r e a t e d  u n t i l  t i m e  of t r a n s i t i o n .  T h u s  o w n e r s  
w e r e  p a y i n g  a s s e s s m e n t s  to a n o n e x i s t i n g  a s s o c i a t i o n  p r i o r  to 
t r a n s i t i o n .  Th i s  s e c t i o n  r e q u i r e s  the d e c l a r a n t  to h a v e  the 
a s s o c i a t i o n  in p l a c e  p r i o r  to the c o n v e y a n c e  of the f i r s t  u n i t  so 
the u n i t  p u r c h a s e r  w i l l  be a m e m b e r  of an  e x i s t i n g  a s s o c i a t i o n .

T h e r e  a r e  n u m e r o u s  o t h e r  d i f f e r e n c e s  b e t w e e n  the p r e s e n t  
a c t  a n d  S e n a t e  Bi l l  44. T h e  p u r p o s e  of t h i s  s u m m a r y  is to h i g h­
li g h t  s p e c i f i c  a r e a s  that h a v e  c a u s e d  d i f f i c u l t i e s  in the p a s t  
a n d  r e f l e c t  the fact that t h e s e  a r e a s  a r e  c o v e r e d  in S e n a t e  Bill 
44.

S i n c e r e l y  yo u r s ,

L A W  O F F I C E S  O F  V I N C E N T  V I T A L E  
A P r o f e s s i o n a l  C o r p o r a t i o n

B y  r/ d U / L u L .
W I L L I A M  L. M c N A L L

W L M : a i l
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FOR IMMEDIATE RELEASE Contact: Stephen Driesler

202/659-3381

NATIONAL MULTI HOUSING COUNCIL ANNOUNCES UNPRECEDENTED 
ENDORSEMENT OF CONDOMINIUM CONVERSION LAW

Washington, D.C., January 12, 1984 -- In a landmark decision, the 

National Multi Housing Council (NMHC) Board of Directors endorsed the 

Uniform Common Interest Ownership Act (UCIOA). The Council also took the 

further unprecedented step to recommend strengthening the UCIOA by expanding 

certain protections for tenants living in apartments slated for conversion 

to condominiums.

The board announced its intention to press state legislatures to enact 

the UCIOA along with the NMHC strengthening amendments.

"The variety and degree of complexity of condominium conversion laws 

across the countrv range from those establishing miniir ,,i information dis­

closures to outright moratoria. Many of these restrictions are based on 

fear, not facts. The result has curtailed social and physical enhancement 

of neighborhoods and inner cities, denied basic housing to prospective home­

owners and ultimately added costs to the consumer," Robert Sheridan, NMHC 

co-chairman said. Sheridan is chief executive officer of Robert Sheridan 

and Partners, a major national condominium development firm headquartered in 

Chicago.

"The UCIOA and the proposed NMHC amendments strive for uniformity, not 
at the expense of compassion, but also not unrealistically or unfairly to 
developers who have invested heavily in making the American dream a 

reality," Sheridan pointed out.

"As condominium conversion activity has heightened in recent years, 

members of the national Multi Housing Council have become increasingly aware 

of, and sympathetic to, problems created for some tenants. It is our exper­

ience that the elderly, handicapped and families with school-aged children 

undergo the greatest stress and inconvenience if they choose not to buy a 
converted unit," Sheridan said.

"For these reasons, the Council recommends the UCIOA be broadened to 

guarantee greater protection for the elderly and handicapped. This includes 

extending to one year the relocation period with relocation expenses paid 
for by the developer, and allowing for termination of existing leases with­

out penalty.

For families with school-aged children, NMHC suggests additional 
flexibility to allow them to remain in their unit until the end of the 
school year," explained Geoffrey Stack, president of Regis Homes, Inc. and 
secretary of NMHC. Stack is a leading condominium developer from Newport 

Beach, California.

"The decision to endorse the UCIOA and the proposal of strengthening 

amendments is a bold move for any housing association, because of the 

industry's tendency to resist regulation. Now, 20 years after the first 

condominium laws, the industry has matured; it has the knowledge, the 

ability -- and certainly the incentive —  to take the lead in reducing the 

anxiety which condominium conversion may cause for some tenants," said 
Sheridan.

"The Council believes the industry must take the lead in encouraging 

states to enact the UCIOA. The industry can -- and must -- rectify the 

oversights which couldn't be foreseen during the infancy of condominium 
conversion in America," Stack added.

-Over-
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Re: Senate Bill No. 44
Reiaiuig to the Uniform Common Interest Ownership Act

greater.

RE/MAX OF EAGLE RIVER

REALTORS

cc:Senator Tim Kelly ' ly /  
Senator Robert Zigler ^  
Senator Jay Kertulla

Representative Randy Phillips . 
Representative Sam Cotten ^  
Representative Ben Gruesndorf 
Representative DonClocksin 
Representative Mike M. Miller 
Representative Rick Uehling 
Representative Pat Porchot

eagle r i t e  
■ post office box 772849
> eagle river, alaska 99577

(907) 694-4200

Dear Senators;
We strongly endorse and urge your support of the above mentioned 

bill. We are particularly interested in the section relating to implied 
warranties of quality, as we believe this w ill help to alleviate many of the 
problems purchasers and sellers are faced with upon contracting for sale of 
a condominium unit.

Further we would encourage you to consider a similar home warranty 
bill for single family homes. The need here is as great as the other if not



Sheridan concluded "It is highly desirable, for reasons of uniformity 

and fairness, that UCIOA and NMHC amendments apply to all condominium 

conversions, once enacted." Therefore, the NMHC also recommends the UCIOA 

be modified to clearly state that adoption of the Act would override any 

local ordinances or regulations which would be in conflict with the 

provision of the UCIOA. This is necessary to secure uniformity which is one 

of the main purposes of the Act.

The four NMHC suqgested amendments to the UCIOA which would provide 

even greater protections for the elderly, handicapped and families with 

school-aqed children, are specifically:

o Allow elderly and handicapped tenants to remain in their

units for one year after receiving an offer to buy or

until the expiration of the existing lease,, whichever is
greater, with no additional increase in rent.

o Provide relocation assistance equal to two months rent to 

elderly and handicapped tenants who vacate their units 

within 12 calendar months after receiving the notice of 
conversion.

o Permit elderly and handicapped tenants to, without penalty, 

terminate an existing lease after giving 30 days' notice.

o Allow families with minor, school-aged children to remain 

in their units until the present school year is finished, 
even if all other applicable expiration dates have 

passed.

These amendments are designed to strengthen I'CIOA provisions which 

already deal with most of the tenant/buyer/developer problem areas. The 

major condominium conversion provisions of the UCIOA are:

o A 120-day notice of conversion to tenants;

o 60-day tenant right of first refusal to purchase their 

unit;

o No public offering of the tenant's unit on more favorable 

terms than those offered to the tenant, for 180 days;

o An engineer's or architect's inspection report on 

condition of structural and mechanical systems;

o List of outstanding building code violations, if any, and 

cost to rectify;

o Disclosure of current building income/expense statements; 

and

o Projected condominium association budget, including any 

reserves for major repairs or renovation.

-30-

A national non-profit trade association, the National Multi Housing Council 
represents builders, condominium and apartment developers, owners and 

managers involved in all phases of multi family housing. The organization 

serves as a clearinghouse for information on nultifamily housing issues and 

offers legislative representation at the federal, state and local government 

levels to foster policies that would encourage the development of rental 

apartments and condominiums to meet America's growing needs now and for the 

future.
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First residential PUD 
approved by commission

By JIM SPRINGER
MAT-SU—A proposal 

to build 14 condominium 
units on 7.3 acres at Big 
Lake became the first 
residential planned unit 
development (PUD) ever 
to be approved by the 
B orou gh  P lan n in g  
Commission.

The commission ap­
proved an application by 
Steven Rudd, under the 
1981 PUD ordinance, to 
put seven duplex con­
dominiums on his 
property in Lake Park' 
Subdivision on the shore 
o f Big Lake. The 
precedent-setting action 
came after a lengthy 
presentation by Rudd’s 
consultant, and from 
others who criticized the 
plan.

One man testified that 
the land on which the 
d ev e lop m en t was 
proposed for was too wet 
to safely contain septage 
from the 14 units.

“ The reason it hasn’t 
been developed in the past 
is that it’s very wet,”  said

Ralph Hansen. He said 
the ground was floating, 
matted vegetation that 
sprung underfoot.

Three others, including 
Assemblyman Vern 
Ungerecht, testified that 
the ground was swampy 
and that septic drainage 
would be a problem.

But the Planning 
Commission, leaving the 
septic drainage question 
for the Department of 
Environmental Con­
servation to rule on, took 
the Planning Depart­
ment’s recommendation, 
in c lu d in g  severa l 
stipulations, and gave it 
the go ahead.

A m on g  th ose
stipulations was that Rudd 
document or acquire 
right-of-way on an 
abutting road, and 
upgrade the road to 
collector standards to 
provide access from the 
PUD to South Big Lake 
Drive.

The planned unit 
development ordinance 
provides an alternative to

the standard subdivision 
procedure for developers 
who comply with its 
provisions. It allows
higher density develop­
ment than the subdivision 
ordinance if mitigating 
measures such as buffers 
and open space are 
provided for , and 
numerous other special 
requirements are met.

On the heels of the 
residential PUD action, 
the Planning Commission 
opened hearings on a 
proposed commerical and 
industrial PUD ordinance 
that would be a coun­
terpart to the residential 
versi' a. Like the 
residential PUD o r ­
dinance, the commercia 
and industrial ordinance 
would give developers an 
alternative to the sub­
division ordinance that 
they now operate under.

The hearing on that 
ordinance will be con­
tinued at the next Plan­
ning C om m ission  
meeting, scheduled for 
Dec. 26.

ME A budget $38 million
By JIM BRUGGERS 

• PALMER—Matanuska 
Electric Association has 
drafted a tentative 1985 
budget of nearly $38

more than half of MEA’s 
proposed budget.

Wages, salaries and 
benefits for about 218 
employees—up 28 from

ways. For example:
•In 1974, MEA had 

1,150 miles of tran­
smission lines, by the end 
o f 1985, more than 2,359
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Lake Lucille condos
bring crowd to City Hall

&' By ED BENDER -»*&•'*. 
WAS1LLA—After a length y 

emotional 
to

build up to 70 "condominiums..-

, and •sometimes  ̂
discussion of a proposal

to the lake, increase traffic on 
an already poor road, increase 
taxes for area residents and set a 
dangerous precedent for 
developers.

t *-v ’■ n* *?"J-

Sue people spoke in. favor o f  v  «t--
* • * . Ti,1* n.̂ r .* .

r

■ k i  vit

‘V..

on Lake Lucille, .the- Cily -v /T h o s e  favoring a change in 
Council Monday night tabled, a the land use ordinance, which

the change. ’
Explaining his project"to the 

audience and council, Morris X,- 
said, “ We have gone to a great ..NiS
ripnl n f irnuhlp tn avnid neoative-': Lf..'

motion to change a land use 
ordinance allowing the project, ' /  
and will seek additiohal public 
response.

About 100 people packed the 
• v City Council Chambers to air 

; concerns about the.development 
- ; by local builder Stan. Morris of 
•,Y, 65-70 condominiums on a 

seven-acre tract o f land on the 
'̂ •.4 lake’s southeast shore. The land 

is:'currently ^wned by Council 
Y;&;Member Pat Carter, who ab- 

XsS;5tained from voting on the

■ />;• r.'ijilpeople opposed to the project
'• n «»-J n  t n l i  / l a n r a  r l o w o l r t n .

i

now limits the area around the 
lake to single-family dwellings, 
said condominiums are an 
effective, responsible use of the 
land. , .' ;.

Another public hearing on • 
the proposed ordinance change 
was scheduled for the next 
regular council meeting at 7:30 
p.m. Monday, Feb. 11.

• In all, 13 lake-area residents 
opposed allowing the ordinance 
change,- which if approved 
would then allow Morris tOr 
present his plans to the Plan-r 
ning Commission for review f 
before receiving a'.: land use 
permit.,

u p X ' '

. « v u i i 4 > 4 l i . '  P 'v -t

c:1 ia'y-)- « -

deal o f trouble to avoid negative ; 
aspects.” : ;

The condominiums will be a •* 
ranch and townhouse style with 
cedar siding, he said, and the 
area around will be landscaped-, 
to create a park-like en- .; 
vironment. The dwellings will . 
sell for between $80,000 and 
$140,000—about $100 per foot.

The homes will cover 22.  ̂
percent o f the seven acres and 
have a 70-foot buffer of trees 
next to the lake. To protect the 'v  
lake, the project will, when 
possible, be hooked to city 
utilities, such as sewer and 
water systems, he said. • * •
• -In addition, Morris said he is 
(Continued on Back Page)
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resigns
By ED BENDER

WASILLA—Following thr- 
;ough on a promise made before 

:^ '::: !the recent' mayoral election, 
Council Member'Ruth Reed on

,u

XX-; -Monday resigned her seat on the 
r;'.*:; .-City Council, to reduce the 
X ’/;'. ’ .number of council members to 

• six. , •• ' ' -
Reed’s action comes in the 

x  wake o f the election of local 
X  • businessman Charlie Bumpus as 
; . : ’ '.mayor of this city.
XX !v  Tbe council certified the 
X  v.X'ilection results at Monday’s 

‘meeting. Final tallies show 
Bumpus receiving 367. votes, 

P eCamp 334.

Bumpus will be officially 
sworn into office at 7:30 p.m. 
Feb. 4 at City Hall.

Reed promised to resign 
several weeks ago when the 
council discussed electing a new 
mayor, and the state statute 
requiring a first-class city have a 
six-member council.

Two council members, Pat 
Hjellen and Ken DeCamp, had 
stated their intentions to run for 
mayor. If Hjellen or DeCamp 
had been elected mayor, then 
the seven-member, second-class 
city council would have been 
ieuuced to six members.

But if someone • outside the 
council were elected, the council 
would consist o f seven mem­
bers. To resolve the possible ■ 
conflict, Reed said she would 
resign.. / .  • 'r • •»; i,XtX- y,.,

Local businessman Charlie 
Bumpus defeated incumbent 
Mayor Ken DeCamp in the 
rune ' election last week. . .

“ It worked out just fine,”  
said Reed, who supported 
DeCamp in the election. "I said 
I would leave, it makes me real 
happy to resign now. X  

“ I can be much moire ef­
fective outside the council. ”

N E W  M A Y f ) R  

Council cerdfiei 
lo 334 vote97.p 1 
p.m. Mondw a!

Bom Vest for new Palmer-Wasilla
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(Continued from Front Page) Y /. who live near the project site, 
more than willing to help with and who spent two afternoons 
the yearly project of oiling the > discussing the project with area , 
dirt and gravel road currentlyresidents.;.- * 
passing the site, and will help,.I 
pay paving costs if necessary. [ !•

"W e are going to time this,:-' 
project so it coincides with city ., 
facilities,”  he said.

The housing is designed and .:

" » •  1 «

“ If we are willing »o stand 
around and let a lot of 
California fast-talkers do this, 
then we deserve what we get,”  
said Rod, who also said he was 
a long-time friend of Pat and

Porsches or Corvettes, which an 
owner gives great care.

“ We are not looking for 
recreational buyers here,”  he 
said. “ We are looking for 
permanent Wasilla residents.”

Voicing the most vehement 
opposition to ordinance change 
were Rod and Colleen Cottle,

", I’ m talking against 
v California fast-movers.”

the

Rod read a letter from a 
resident of Lake Wasilla, where 
townhouses were built. Those 
townhouses, the letter stated, 
contributed lo a higher crime 
rate and disruption o f a sedate 
lifestyle.

Rod also rebd from a study of 
a proposed park on the south 
shore. That study states, he 
said, that the lake is very 
sensitive to changes.

“ 1 am not willing to sit back 
and say (development) is 
inevitable,”  he said.

“ Rod and I want to live on 
the lake for the rest of our 
iives,”  .Colleen said. "W e do 
not want to go through a traffic 
jam to get home.”

After explaining that he'had 
held onto the land until he 
found a project he felt was 
worthy, Pat Carter said: “ 1 am 
going to sell the land. Whoever 
gels it next is not going to be as 
considerate as I have been the 
last 40 years”  '•' *. .■>

Palmer needs new, n 
city hall, consultants

I - • ;l * 1

w ! 7 '  By JIM BRUGGERS 
PALM E R — C onfirm ing 

what some city officials said 
‘ last fall, a consulting firm 

reported last week that the 
' Palmer City Hall here is old, 

cramped and in need of 
replacement.

The architectual firm of 
Maynard and Partch has 
recommended that the council 
build a new city hall instead of 
two other alternatives: 
renovating the Matanuska 
Electric Association Building 
or the present city hall.

The report was com­
missioned by council members 
last fall, following a proposal 

•- to buy the Matanuska Electric

Association headquarte 
downtown Palmer, 
proposal drew sharp crilj 
from numerous residents] 
said they believed the co 
was rushing into the*; 
without enough knowledjj 
the issue.

In a presentation* 
Tuesday to council men 
architect Michael Schj 
said that the cost o ‘. . now 
either o f the two buiij 
would be nearly the satJ 
constructing a new faS 
but a renovated final pi 
would not be as good., j

In looking at cost! 
parisons between the': 
natives, Schwartz said d

Hurley's legislative pay out bill draws littl
By JIM SPRINGER

Although a petition calling 
for the repeal o f the 1983 
legislative pay raise bill had 
26,000 signatories statewide, . 
only seven citizens took part in 
a teleconferenced House " 
committee hearing on a bill to 

. accomplish the repeal.
One thousand petition

:Commiitee (HB 48) was 
authored by Hurley. It would 
compensate legislators at a rate 
o f $21,084 per yeai instead of 
$46,800, which was the rate the 
Legislature set in 1983. It would 

_ also reestablish a daily, per 
diem allowance, for the days 
legislators spend in Juneau 
during the session. In passing

n n ,. m ie n  H il l  || l( .

•former compensation n c.
It is so far the only legislation 

introduced by Hurley this 
' session.

“ I was disappointed about 
the lack of turnout here in the 
‘ " vhtce 1 tl. ought we had 
givt.. , ugh notice and since : 
so many people have signed the 
petition,”  Hurley said.

terested in," said the freshman 
representative.

She said one reason for the 
poor turnout may have been 
because the hearing was held on 
a rainy Saturday.

Opponents of her bill, two of 
whom spoke in the telecon­
ference, say the higher pay rate 
is important to attract high- 
caliber legislators who may not

where it was before. You! 
income o f 20,000 per yt, 
in session you had pelj 
Most people take a le 
absence or work when 
home—they aren’ t just ft] 
legislators. Most keep 
businesses while they, 
ving," she said.

" I ’ m an advocate! 
citizens’ Legislature!


