condominium association management
agreement

condominium association management agreement is a critical document that outlines
the relationship between a condominium association and the management company
responsible for the day-to-day operations of the community. This agreement plays a vital
role in ensuring that the association's interests are protected while delegating management
responsibilities to a professional entity. It defines the scope of services, financial
arrangements, legal obligations, and performance expectations. Understanding the key
components and benefits of a condominium association management agreement is
essential for board members and property managers alike. This article will explore the
essential elements, legal considerations, common terms, and best practices for drafting and
negotiating these agreements to foster effective community management.
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Understanding Condominium Association
Management Agreements

A condominium association management agreement is a formal contract between the
condominium’s board of directors and a professional management company. This contract
authorizes the management company to handle various administrative, financial, and
operational tasks on behalf of the association. The management company acts as an agent
of the association, ensuring that the community runs smoothly and complies with governing
documents and relevant laws.

The agreement is designed to clarify the roles and responsibilities of both parties, avoiding
misunderstandings and conflicts. It also establishes accountability and performance
standards that the management company must meet. Properly executed, a condominium
association management agreement can enhance the value of the property and improve
residents’ quality of life.

The Role of the Management Company

The management company provides a wide range of services, which may include



maintenance coordination, financial management, vendor relations, resident
communication, and enforcement of community rules. These duties relieve the board
members from day-to-day operational burdens, allowing them to focus on policy-making
and governance.

Importance for the Condominium Association

By entering into a management agreement, the condominium association gains access to
professional expertise, efficient management systems, and legal compliance support. This
helps in maintaining property values, reducing disputes, and improving overall community
satisfaction.

Key Components of the Agreement

A well-crafted condominium association management agreement should clearly define the
scope of services, compensation, duration, termination provisions, and reporting
requirements. These elements are fundamental in setting expectations and ensuring
transparency between the association and the management company.

Scope of Services

This section details the specific duties the management company will perform. Typical
services include:

Financial management and budgeting

Maintenance and repair coordination

Resident communications and meetings

Rule enforcement and compliance monitoring

Vendor procurement and supervision

Compensation and Fees

The agreement must specify how the management company will be compensated. This
often includes a fixed monthly fee, performance-based bonuses, and reimbursement for
specific expenses. Transparency in fee structure helps prevent disputes over payments.



Term and Termination

The duration of the agreement and conditions for termination should be clearly stated.
Common provisions include automatic renewal clauses, early termination penalties, and
notice requirements to protect both parties.

Reporting and Accountability

Regular reporting requirements, such as monthly financial statements and activity reports,
are essential for the board to monitor the management company’s performance. This
section may also include audit rights and performance reviews.

Legal and Financial Considerations

Legal compliance and financial oversight are critical aspects of condominium association
management agreements. These considerations help safeguard the association’s interests
and ensure adherence to applicable laws and regulations.

Compliance with Governing Documents

The management company is required to operate within the framework of the
condominium’s declaration, bylaws, and rules. The agreement must emphasize adherence
to these governing documents to prevent unauthorized actions.

Insurance and Liability

Provisions related to insurance coverage, indemnification, and liability limitations protect
both the association and the management company from potential legal and financial risks.
Typically, the management company must carry professional liability insurance.

Financial Controls and Auditing

Robust financial controls are necessary to prevent mismanagement of funds. The
agreement should outline procedures for handling association funds, bank accounts, and
audits. Transparency and accountability in financial matters are critical to maintaining trust.

Common Terms and Conditions

Several standard clauses are frequently included in condominium association management
agreements to clarify operational details and protect the parties involved.



Authority and Delegation

This clause defines the extent of the management company’s authority to act on behalf of
the association, such as signing contracts or enforcing rules. Clear delegation limits prevent
overreach and maintain board oversight.

Conflict Resolution

The agreement often includes mechanisms for resolving disputes, such as mediation or
arbitration, to avoid costly litigation. Establishing a clear process for conflict resolution
promotes smoother working relationships.

Confidentiality

Confidentiality provisions safeguard sensitive information about the association, its
residents, and financial matters. These clauses ensure that proprietary and personal data
are not disclosed improperly.

Best Practices for Drafting and Negotiation

To maximize the benefits of a condominium association management agreement, careful
drafting and negotiation are essential. This ensures the agreement is tailored to the specific
needs of the community and protects the association’s interests.

Engage Legal Counsel

Consulting with an attorney experienced in community association law ensures that the
agreement complies with local regulations and addresses all necessary legal protections.
Legal review helps identify potential risks and ambiguities.

Define Clear Expectations

Explicitly detailing the scope of services, performance standards, and reporting
requirements avoids misunderstandings. Both parties should have a mutual understanding
of responsibilities and deliverables.

Negotiate Fair Terms

Boards should seek competitive fee structures and transparent billing practices. Negotiating
termination clauses that allow flexibility without excessive penalties is also advisable.



Review and Update Regularly

Periodic review of the agreement ensures it remains aligned with the association’s evolving
needs and industry best practices. Amendments may be necessary to address changes in
law or management strategies.

Maintain Open Communication

Establishing ongoing communication channels between the board and management
company fosters collaboration and prompt resolution of issues. Regular meetings and
updates support effective partnership management.

1. Understand the unique needs of the condominium community before selecting a
management company.

2. Ensure the agreement comprehensively covers all expected services and
responsibilities.

3. Prioritize transparency in financial dealings and reporting.
4. Secure legal review to protect the association’s interests.

5. Negotiate terms that provide flexibility and clear exit strategies.

Frequently Asked Questions

What is a condominium association management
agreement?

A condominium association management agreement is a contract between a condo
association and a management company that outlines the responsibilities, duties, and
terms for managing the condominium property and its common areas.

Why is a management agreement important for a
condominium association?

It clearly defines the roles and responsibilities of the management company, ensures
accountability, sets expectations for service levels, and helps protect the interests of the
condominium association and its members.

What key elements should be included in a



condominium association management agreement?

Key elements include the scope of services, duration of the contract, fees and payment
terms, termination clauses, insurance requirements, reporting obligations, and dispute
resolution procedures.

How long is a typical condominium association
management agreement term?

Management agreements typically range from one to three years, with options for renewal
depending on the performance and satisfaction of the condominium association.

Can a condominium association terminate a
management agreement early?

Yes, most agreements include termination clauses that allow either party to end the
contract early, usually with advance written notice and sometimes subject to penalties or
fees.

What are the common responsibilities of a management
company under the agreement?

Responsibilities often include financial management, maintenance coordination,
enforcement of association rules, communication with residents, and handling vendor
contracts.

How are fees structured in condominium association
management agreements?

Fees can be a flat monthly rate, a percentage of the association's budget, or based on
specific services rendered. The exact structure should be clearly detailed in the agreement.

What should a condominium association consider
before signing a management agreement?

They should review the management company’s experience, services offered, contract
terms, fee structure, references, and ensure the agreement aligns with the association’s
needs and budget.

Are amendments to a condominium association
management agreement possible?

Yes, amendments can be made if both parties agree, typically through written addendums
that modify specific terms or conditions of the original agreement.



Additional Resources

1. Condominium Association Management Agreements: A Comprehensive Guide

This book provides an in-depth analysis of management agreements used in condominium
associations. It covers essential clauses, negotiation tips, and legal considerations to help
boards and managers create effective contracts. Readers will gain a clear understanding of
roles, responsibilities, and best practices for successful condominium management.

2. Legal Essentials of Condominium Management Contracts

Focused on the legal framework surrounding condominium management agreements, this
book breaks down complex statutes and case law. It is an invaluable resource for attorneys,
board members, and property managers seeking to ensure compliance and avoid disputes.
The text includes sample agreements and commentary on common pitfalls.

3. Drafting and Negotiating Condominium Management Agreements

This practical manual guides readers through the step-by-step process of drafting and
negotiating management agreements in condominium settings. It addresses key issues
such as service scopes, fee structures, and termination clauses. The book also includes
templates and negotiation strategies to protect the interests of the association.

4. Condominium Association Governance and Management Contracts

Exploring the relationship between governance and management contracts, this book
explains how agreements impact the operation of condominium associations. It emphasizes
the importance of clear contract terms and effective oversight by the board. Case studies
illustrate common challenges and solutions in managing these agreements.

5. Best Practices for Condominium Management Agreements

This title outlines industry best practices for creating and maintaining management
agreements that foster productive partnerships between associations and management
companies. It highlights standards for performance evaluation, communication, and conflict
resolution. The book serves as a guide to optimizing contract outcomes for all parties
involved.

6. Condominium Management Contracts: Risk Management and Compliance

Focusing on risk management, this book discusses how well-crafted management
agreements can mitigate liability and ensure regulatory compliance. It covers insurance
requirements, dispute resolution mechanisms, and contract enforcement. Property
managers and board members will find valuable advice on protecting their associations.

7. Negotiating Service Agreements in Condominium Communities

This resource centers on the negotiation phase of service agreements, including those for
management, maintenance, and other community services. It provides negotiation tactics
tailored to condominium boards’ unique needs and budget constraints. The book also
addresses balancing quality service delivery with cost-effectiveness.

8. Condominium Association Contracts and Financial Management

Linking contracts to financial oversight, this book explains how management agreements
influence budgeting, fee assessments, and financial reporting. It helps boards understand
contract terms that affect financial health and transparency. The author offers guidance on
aligning contracts with the association’s fiscal goals.



9. Understanding Condominium Management Agreements: A Board Member’s Handbook
Designed specifically for condominium board members, this handbook demystifies
management agreements and their impact on daily operations. It provides straightforward
explanations of contract terminology, roles, and decision-making processes. The book
empowers board members to effectively oversee management companies and protect
homeowners’ interests.
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