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Introduction

It is a rare occurrence indeed to find a residential project developed within the past 20 years
without a property owners’ association. Since 1990, the number of residents living in a community
governed by a property owners’ association has increased by over 100%.! One-third of the U.S.
housing is in a community association (i.e. a planned community or condominium).?> Property owners’
associations are established to administer residential developments of all sizes, from master planned

communities to small two-unit duplex condominium regimes.

Residential developers typically establish a community governance system at the inception of a
planned development, which includes the establishment of an owners’ association to administer the
community governance system. The community governance system is comprised of deed restrictions,
bylaws for the community association (whether one or more), community rules, separate rules related to
construction of improvements (often called design guidelines), policies for the board and committees of
the members, and management policies. The community governance documents are prepared with the

principal goal of creating a unified, functioning planned community.

Owners’ associations are established to administer these often-complex community governance
systems. Parallels can be drawn between small towns and planned communities, with elected officials
administering the small town as compared to the board of directors of an owners’ association administering
a planned community. Effectively, the board of directors of the association is the leadership of a
community, administering the planned community by maintaining common areas (i.e. parks, pools,
amenity centers), adopting a budget, collecting assessments, adopting and enforcing rules and regulations,
and appointing committees to assist with select governance items (i.e. appointing an architectural review

committee to review applications for the construction of new improvements within the planned

! Foundation for Community Association Research, available at Statistical Review: Summary of Key Association
Data and Information - Foundation for Community Association Research.

2Foundation for Community Association Research, available at Statistical Review: Summary of Key Association Data
and Information - Foundation for Community Association Research.
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development). Owners’ associations are powerful and necessary organizations, required for administering

and maintaining unified and functioning planned communities.

Community Governance Documents

The community governing documents contain the requirements and rules for the establishment,
maintenance and operation of a master planned community, condominium, townhouse project, or similar
planned development. The community governance system typically includes a declaration subjecting the
real property to restrictive covenants, a certificate of formation to form the owners’ association which will
administer the declaration, bylaws which will govern the operation and administration of the owners’
association, rules and regulations to regulate behavior, architectural or design guidelines to regulate the
style of the improvements, and other policies such as assessment collection policies, fine policies, and

record retention policies.

In establishing a community governance system, consideration must be given to the stakeholders
involved in the development, including the master developer, builders or sub-developers of product that
will be sold to end-users, the homeowners, the community manager, the board of directors or committee
leadership, lenders (construction loans or mortgages), utility service providers (private or public), and often
local municipalities. Each of these current or future stakeholders have different needs and desires on how
the community governance system should operate. The master developer needs to retain some controls
over the system to ensure its development plan is realized and to further preserve its ability to obtain a
return on investment. The builder or sub-developer is primarily concerned with ensuring that its product
can be built in the community and the process required for approval of the product. End-users should
understand what they can and cannot do on their property as well as the assessments they are required to
pay for common area maintenance and community administration. Board and committee members need
to understand their responsibilities. The community manager working with the board of directors will
manage the system and should be able to easily and quickly identify parts of the system that are relevant

to the issue being confronted or the specific task that must be performed.
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