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Understanding Condominium Association Management Agreements

When you own or invest in a condominium, you’re not just purchasing a unit; you're becoming part of a larger
community governed by a set of rules and a dedicated management structure. One of the most critical documents
that defines how that community operates is the condominium association management agreement. This
contract outlines the responsibilities, powers, and limitations of the management company or individual who
handles day to day operations, maintenance, and financial oversight on behalf of the condo association.

In this comprehensive guide, we’ll break down what a condominium association management agreement is, why it
matters, the key components you should look for, how it differs from other related agreements, and best practices
for drafting, reviewing, and negotiating these contracts. Whether you're a resident, a board member, or a property
manager, understanding the nuts and bolts of this agreement will help you protect your investment and ensure
smooth community governance.

Why a Management Agreement Matters for Condo Owners

A condominium association management agreement is the legal bridge between the homeowners and the
management company. It clarifies who does what, how funds are handled, and what recourse residents have if the
management company fails to meet its obligations. The agreement has several crucial implications:

¢ Financial Accountability: It specifies how the association’s budget is prepared, how fees are collected, and
how reserves are built.

e Operational Oversight: It outlines maintenance schedules, vendor selection, and emergency response
protocaols.

¢ Legal Protection: It includes indemnification clauses and liability limits to safeguard both the association and
the management company.

e Transparency: It mandates reporting requirements, such as quarterly financial statements and annual audits.

¢ Dispute Resolution: It sets forth procedures for handling disagreements between the board and the manager.

Because these agreements are often signed by the entire condo association, they carry a high degree of legal

weight. A poorly drafted contract can lead to mismanagement, financial loss, and even litigation. That's why many
associations hire legal counsel or experienced HOA consultants to review or draft their management agreements.

Key Elements of a Condominium Association Management Agreement

Below is a detailed rundown of the most common clauses you'll find in a well structured management agreement.
Understanding each section helps you assess whether the contract aligns with your community’s needs and
protects your interests.

1. Parties and Effective Date

This clause identifies the condominium association (the “Board”) and the management company (the “Manager”). It
also states the agreement’s start date and any conditions for its initiation. Some agreements include a transition
period for handing over documents and responsibilities.



2. Scope of Services

Perhaps the most critical section, this clause lists every duty the Manager will perform. Typical responsibilities
include:

* Financial Management: Budget preparation, fee collection, bill payment, and reserve studies.

« Administrative Oversight: Minutes of board meetings, record keeping, and communication with residents.
¢ Maintenance and Repairs: Routine upkeep, vendor selection, and emergency repairs.

» Legal Compliance: Ensuring the association adheres to local, state, and federal regulations.
 Insurance Coordination: Managing the association’s insurance policies and claims.

« Community Relations: Handling resident complaints, organizing events, and enforcing bylaws.

It's essential that the scope is detailed enough to prevent ambiguity but flexible enough to allow the Manager to
adapt to unforeseen circumstances.

3.Term and Termination

Contracts typically specify a fixed term—often one to three years—with renewal options. Termination clauses cover
both “for cause” (e.g., breach of contract, negligence) and “without cause” (e.g., board decision to switch
managers). They usually require a notice period, often 30 to 90 days, and may include a transition plan to ensure
continuity.

4. Compensation and Payment Terms

Here you'll find the fee structure: flat monthly fees, a percentage of the association’s budget, or a combination.
Some agreements also allow for performance bonuses or penalty clauses. Payment terms should specify due
dates, late fees, and acceptable payment methods.

5. Indemnification and Liability

This clause protects the association from lawsuits or claims arising from the Manager’s actions. It typically limits the
Manager's liability to the amount paid under the agreement, unless gross negligence or willful misconduct is
involved. The association may also be required to maintain certain insurance policies, such as general liability and
directors’ & officers’ coverage.

6. Reporting and Record Keeping

Transparency is vital in HOA governance. The agreement should mandate regular financial reports, audit rights,
and access to all relevant documents. Some contracts require quarterly statements, annual financial reports, and a
yearly reserve study. The Manager should also provide a portal or system where residents can view budgets and
meeting minutes.

7.Vendor Management and Subcontractors

Since most associations rely on external vendors for landscaping, security, and maintenance, the agreement
should detail the Manager's authority to hire, supervise, and terminate vendors. It should also require that
subcontractors meet the association’s standards and comply with all applicable laws.

8. Conflict of Interest and Ethics

To prevent favoritism or self dealing, this clause obligates the Manager to disclose any potential conflicts of interest.
It may also require the Manager to adhere to a code of ethics or professional standards set by industry bodies such
as the Institute of Management of Community Associations (IMCA).

9. Dispute Resolution



Disagreements between the board and the Manager are inevitable. A robust agreement will outline steps for
mediation, arbitration, or litigation. Many agreements also require the parties to attempt informal negotiations
before escalating the dispute.

10. Confidentiality and Data Protection

Condominium associations often hold sensitive resident data—financial information, health records for medical
plans, or personal identifiers. The agreement must comply with privacy laws such as the General Data Protection
Regulation (GDPR) or the California Consumer Privacy Act (CCPA), depending on jurisdiction.

11. Renewal and Amendment Procedures

Both parties should have a clear process for amending the agreement, including notice periods, required
approvals, and the documentation of changes. Renewal clauses may specify automatic renewal unless the board
provides written notice to terminate.

Common Variations Between Management Agreements

While the core elements remain consistent, the specifics can vary based on the association’s size, location, and
complexity. Below are some typical variations you might encounter:

Full Service vs. Limited Service Agreements

Full service contracts cover everything from financial management to maintenance. Limited service agreements
might only handle financials or only maintenance, leaving the board to oversee other functions. Choosing the right
scope depends on the board’s expertise and resources.

Fixed vs. Variable Fees

Fixed fees provide predictability but may not account for fluctuations in workload. Variable fees tied to the
association’s budget or specific services can align incentives but may create budget surprises.

Performance Based Incentives

Some agreements include bonuses for meeting certain performance metrics—e.g., reducing operating costs,
improving resident satisfaction scores, or maintaining reserve ratios.

Insurance Requirements

Large or high risk communities may require higher insurance limits or additional endorsements, such as cyber risk
coverage or directors and officers (D&O) insurance for board members.

Geographic Scope
For multi building or multi property associations, the agreement may specify which units or buildings the Manager is
responsible for, preventing overlaps or gaps in service.

Drafting Tips for Board Members

As a board member, you're the primary stakeholder in the management agreement. Here are best practices to
ensure the contract serves your community’s interests:

1. Engage Legal Counsel: A lawyer familiar with HOA law can spot ambiguous language and ensure
compliance with local statutes.

2. Define Clear Objectives: Before drafting, list your top priorities—budget transparency, maintenance quality,
resident communication, etc.



3. Set Performance Metrics: Incorporate measurable goals to hold the Manager accountable.

4. Include a Sunset Clause: Require a periodic review of the Manager’s performance and the contract’s
relevance.

5. Negotiate Indemnification Limits: Ensure the liability cap reflects the actual risk exposure.

6. Establish a Change Control Process: Document how amendments are proposed, reviewed, and approved.

7. Plan for Transition: If you're switching managers, include a detailed handover schedule and responsibilities.

8. Document Resident Input: Involve residents in key decisions, especially if the agreement affects fees or
services.

9. Audit Rights: Secure the right to conduct independent audits and to access all financial records.

10. Use Plain Language: Avoid overly technical legalese that can obscure responsibilities.

Reviewing an Existing Management Agreement

When you inherit a condo association, you may find a pre existing management agreement. Here’s how to evaluate
it:

1. Check the Effective Date and Term: Verify whether the agreement is still within its term or has expired.

2. Examine the Scope of Services: Determine if the Manager’s duties align with the current needs of the
association.

3. Assess Fee Structures: Compare the current fees to market rates and your association’s financial
performance.

4. Review Indemnification Clauses: Ensure liability limits are appropriate given the size and complexity of the
community.

5. Audit Recent Reports: Look for consistent, transparent reporting and compliance with legal obligations.

6. ldentify Dispute Resolution History: Check whether any past disputes were resolved amicably or escalated to
litigation.

7. Check for Compliance with New Laws: Laws evolve; ensure the agreement reflects current regulations (e.g.,
data privacy).

When to Consider a New Management Agreement

Several scenarios warrant revisiting or renegotiating your management agreement:

 Significant Changes in Association Size: A surge in units or residents may require expanded services.

« Budgetary Concerns: If the current fee structure is unsustainable, renegotiation can help.

e Performance Issues: Poor maintenance, late financial reporting, or resident complaints signal a need for
change.

e Legal or Regulatory Updates: New laws may render parts of the contract non compliant.

¢ Technology Advancements: Incorporating digital platforms for communication and payments may require
contractual adjustments.

e Board Turnover: New board members may have different priorities or risk tolerances.

Common Pitfalls to Avoid

Even seasoned boards can fall into contractual traps. Be mindful of the following common mistakes:

* Overly Broad Language: Vague terms like “reasonable effort” can lead to disputes over performance.

« Ignoring Legal Requirements: Failing to include mandatory insurance or compliance clauses can expose the
association to liability.

¢ Underestimating Transition Costs: Switching managers often incurs hidden fees—consultation, document



transfer, and training costs.

* Neglecting Resident Input: Residents may feel alienated if they’re not consulted about changes affecting fees
or services.

« Failing to Set Performance Benchmarks: Without metrics, it's hard to hold the Manager accountable.

e Over Restricting the Manager’s Authority: Excessive limitations can hinder timely decision making and vendor
selection.

 Ignoring Data Privacy: Inadequate data protection clauses can lead to regulatory fines.

Industry Standards and Professional Organizations

Several professional bodies provide guidelines and best practices for condominium association management
agreements:

« Institute of Management of Community Associations (IMCA): Offers a model contract and ethical guidelines
for managers.
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